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The affordability of goods and services is directly tied to a small
business’s costs of financing. By requiring non-bank lenders to
disclose the annual percentage rate (APR) of their loans to
small businesses, the SBFTA would make day-to-day life more
affordable for the average Illinoisan by empowering small
businesses to shop for the best price when borrowing money.

Illinois small businesses lose an estimated $459 million every year due to
nontransparent and often misleading financing terms that prevent them from
shopping for the most affordable loan for their businesses.’

This effect disproportionately harms Black- and Brown-owned small businesses,
which annually lose an estimated $61 million and $57 million respectively.?

Research shows that when small business owners compare a loan with an APR to
loans with other metrics, borrowers often can’t tell which loan is more expensive.?

Anincreasing number of business bankruptcies in 2023 were attributed to
“merchant cash advances” or MCAs, a form of revenue-based financing which
does not disclose APR.*

For decades, consumers have been entitled to
know the APR of a loan (See image at right).
Small businesses are deprived of this same
basic right. This bill would close this loophole.
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APR competition helps consumers shop for
the best price. Small businesses should be
empowered to do the same.

A Woodstock analysis of small business
loans found effective interest rates as high
as 352.64%.° The lenders did not disclose
these rates to the borrowers.

The lack of transparency disproportionately harms small businesses in Black, Brown,
and lower income neighborhoods.

The Federal Reserve finds that Black and Brown businesses owners are twice as
affected by what the Fed calls "higher-cost and less-transparent credit products.”

Small businesses in lower-income communities in Illinois are driven to
predatory lenders in part because they are unable to obtain financing from
traditional sources.
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