
 

 

 

 

   
 

Woodstock Institute is a research and advocacy nonprofit dedicated to equal and safe financial 
systems for all, including small business owners. 

The Truth in Lending Act of 1968 established APR as the “unit cost” of financing, just as miles-per-
hour is how we compare vehicle speeds. Even if a loan is used for only six months, APR is still the 
best measure. By comparison, if you drive for only 30 minutes, you still use miles per hour to 
understand how fast you’re going.  

Maryland’s small business owners do not get these same protections. They are being advertised 
financing products with a 4% fee rate, or 1.15 factor rate, or 8.33 specified percentage. Comparing 
these different terms is like one person telling you that they’re going 40 miles per hour, and another 
person telling you that they’re going 5 kilometers per minute. These different measurements for the 
cost of financing are not consistent in how they calculate the true cost of a loan over time. Below is 
a table from Federal Reserve Research and a chart of a Woodstock Institute analysis of business 
loan terms: 

 

Maybe these APR options do end up being the best option for a small business because they get 
the money to you the fastest, or their model works well for the type of business you operate.  

But having APR disclosure under SB881 would empower Maryland’s small business owners to 
make these decisions for themselves so they can shop for the best price when borrowing money. It 



 

 

 

 

   
 

enables informed, apples-to-apples comparisons between different financing options. That is why 
Woodstock Institute urges delegates of the committee to support SB881. 


