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Dear Chairman Davis and Members of the Economic Matters Committee:

| am a Maryland attorney with a practice focus on small business finance regulatory compliance. |
represent the Commercial Finance Coalition, a group of responsible finance companies that provide
needed capital to small and medium-sized businesses. | am writing this letter to respectfully express my
opposition to HB 1478, which would prohibit the purchase of a business’s future credit card and debit

card revenue for an agreed-upon purchase price.

The purchase of a business’s future credit card and debit card revenue is not a loan. Although sometimes

called a “merchant cash advance” the purchase of future credit card and debit card revenue is a type of
commercial factoring transaction. It is not an “advance” or a loan. A business makes payments only to
the extent that the business actually generates credit card and debit card revenue.

Example: A business that sells 10% of its future credit card and debit card revenue would be required to

make the following payments over the course of a week:

Day Credit and Debit Card Sales Payment
Sunday $0 S0
(Closed on Sundays)

Monday $3,100 $310

Tuesday $3,560 $356

Wednesday $2,500 $250

Thursday $1,750 $175

Friday $5,000 3500
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Saturday $5,250 $525

In contrast with a loan, these transactions do not have a fixed term or “due date” because repayment is
based on actual revenue. This flexible repayment obligation is helpful to small and medium-sized
businesses with variable cash flow.

No other state has banned the purchase of a business’s future credit card and debit card revenue.
California is the only state in the U.S. that has adopted legislation regulating the purchase of a business’s
future credit card and debit card revenue.! California SB 1235 (2018) requires non-bank providers of
commercial finance to disclose the cost of financing. The New York legislature is considering requiring
non-bank providers of commercial finance to obtain a license.? The New Jersey legislature is considering
requiring small business financing disclosures.®> These states recognize that licensing and disclosure
requirements for non-bank providers of commercial finance are common-sense safeguards to protect
small businesses while maintaining access to capital. In addition, reasonable licensing and disclosure
proposals have received broad support from industry groups.

Maryland could be a national leader by adopting both licensing and disclosure requirements. No state in
the U.S. has adopted legislation that would require both licensing and disclosures for non-bank providers
of commercial finance. Taking this approach, rather than prohibiting a specific product, would help small
and medium-sized businesses while preserving access to capital.

For the reasons outlined above, | respectfully request that you vote no on HB 1478 as currently drafted.
Thank you for your attention to this matter.

Very truly yours,

Katigriu C . Thiben

Katherine C. Fisher

cc: Members of the Economic Matters Committee
Frank D. Boston, lll

1 California SB 1235 (2018) https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201720180SB1235.
2 New York SB 6688 https://www.nysenate.gov/legislation/bills/2019/s6688.

3 New Jersey SB 233 https://www.njleg.state.nj.us/2020/Bills/S0500/233_11.PDF.
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Katherine (“Kate”) Fisher is a partner at the law firm of Hudson Cook, LLP and co-chairs
the firm’s Business Funding Group. Her practice focuses on Consumer Financial Services
and Small Business Financing. Kate represents banks, finance companies, private equity
and investment bank investors, merchant cash advance companies, and small business
lenders in establishing new programs and products, and conducting due diligence and
compliance reviews of consumer lending and business financing portfolios.

Kate’s practice also includes assisting clients with compliance with state and federal
consumer protection and related laws as they develop and maintain mortgage lending,
automobile finance and other credit programs.

Kate is a founding member of the Alternative Finance Bar Association, an organization of
attorneys who represent merchant cash advance companies and lenders providing
financing to small businesses. She has testified before the United States House of
Representatives Small Business Subcommittee regarding improving small business capital
access and recently appeared several times before the California legislature and New
Jersey Senate Committee on Commerce regarding proposed disclosures for business
finance transactions.

Kate is the Vice Chair of the Maryland Bar Association’s Consumer Credit and Financial
Institutions Committee. Kate has been presenting the Money Smart for Older Adults
(MSOA) program in Maryland through the Maryland State Bar Association in 2018-2019.
MSOA is an award-winning curriculum jointly developed by the FDIC and the Consumer
Financial Protection Bureau which covers topics such as common types of elder fraud and
scams, identity theft, scams that target homeowners and how to be financially prepared
for a disaster.



