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On March 27, 2020, Congress approved the
Coronavirus Aid, Relief, and Economic Security
Act (CARES Act) to provide financial assistance
to individuals and businesses. Title I of the CARES
Act (the “Keeping Workers Paid and Employed
Act”) includes several provisions intended to help
small business suffering the adverse economic
affects of the coronavirus (COVID-19). Of
particular importance to those with existing SBA
loans is Section 1112 of the CARES Act.
Section 1112 provides a 6-month subsidy for existing (and certain new) SBA borrowers whose loan is not currently in default.
More specifically:
•

•

•

where the subject loan is made before March 27, 2020 and it IS NOT currently in deferment, the SBA will make all
regularly scheduled payments of principal, interest and associated fees (if any) for the 6-month period beginning with
the first payment coming due after March 27, 2020;
where the subject loan is made before March 27, 2020 and it IS currently in deferment, the SBA will make all regularly
scheduled payments of principal, interest and associated fees (if any) for the 6-month period beginning with the first
payment coming due after the expiration of the deferment period; and
where the subject loan is made after March 27, 2020 and before September 27, 2020, the SBA will make all regularly
scheduled payments of principal, interest and associated fees (if any) for the 6-month period beginning with the first
payment coming due after the commencement of the loan.

The above subsidy would apply to any SBA guaranteed loan granted under Section 7(a) of the Small Business Act (15 U.S.C.
636(a); including the Community Advantage Pilot Program but specifically excluding any “Paycheck Protection Program” loans),
title V of the Small Business Investment Act of 1958 (15 U.S.C. 695 et seq.), or section 7(m) of the Small Business Act (15 U.S.C.
636(m)). Moreover, qualifying borrowers will be relieved from any obligation to pay, or otherwise reimburse the SBA for, the
amounts paid by the SBA pursuant to the foregoing.
Section 1112 specifically assumes that all borrowers have been adversely affected by COVID-19 and thus appears to apply to all
qualifying borrowers without the need to apply or take further action. Accordingly, borrowers with existing qualifying SBA loans
which are not currently in deferment should be relieved from making their next payment under such loan. YOU ARE STRONGLY
URGED TO CONTACT YOUR RESPECTIVE LENDER TO CONFIRM THAT YOU QUALIFY UNDER THIS PROGRAM BEFORE
SKIPPING ANY PAYMENT UNDER YOUR LOAN.

We will continue to follow this and the other CARES Act programs and offer updates as further developments
arise. If you have any questions, please contact Anthony Zeoli or another member of the Freeborn & Peters LLP
Corporate Practice Group, and stay tuned for more developments on Freeborn’s COVID-19 webpage.

ABOUT THE AUTHOR

Anthony J. Zeoli
Partner

Chicago Office
(312) 360-6798
azeoli@freeborn.com

Tony concentrates his practice in the areas of banking and
commercial finance, securities, real estate, and general
corporate law. Anthony is also an industry leader in the areas
of crowdfunding, blockchain, securities based cryptocurrency/
token offerings, peer-to-peer (P2P) lending, and Regulation
A+ offerings. He also personally drafted the Illinois intrastate
crowdfunding exemption, which was unanimously passed into
law by the Illinois House of Representatives.

140+ Attorneys.
5 Offices.
Freeborn & Peters LLP is a full-service law firm with international capabilities
and offices in Chicago, Ill.; New York, Ny; Richmond, Va.; Springfield, Ill.; and
Tampa, Fla. Freeborn is always looking ahead and seeking to find better
ways to serve its clients. It takes a proactive approach to ensure its clients
are more informed, prepared and able to achieve greater success – not just
now, but also in the future. While the firm serves clients across a very broad
range of sectors, it has also pioneered an interdisciplinary approach that
serves the specific needs of targeted industries.
Freeborn’s major achievements in litigation are reflective of the firm’s
significant growth over the last several years and its established reputation
as a Litigation Powerhouse®. Freeborn has one of the largest litigation
departments among full-service firms of its size – currently with more than
90 litigators, which represents about two-thirds of the firm’s lawyers.
Freeborn is a firm that genuinely lives up to its core values of integrity,
effectiveness, teamwork, caring and commitment, and embodies them
through high standards of client service and responsive action. Its lawyers
build close and lasting relationships with clients and are driven to help them
achieve their legal and business objectives.

For more information visit: www.freeborn.com
CHICAGO
311 South Wacker Drive
Suite 3000
Chicago, IL 60606
(312) 360-6000
(312) 360-6520 fax

NEW YORK
230 Park Avenue
Suite 630
New York, NY 10169
(212) 218-8760
(212) 218-8761 fax

SPRINGFIELD
217 East Monroe Street
Suite 202
Springfield, IL 62701
(217) 535-1060
(217) 535-1069 fax

RICHMOND
901 East Byrd Street
Suite 950
Richmond, VA 23219
(804) 644-1300
(804) 644-1354 fax

TAMPA
1 Tampa City Center
201 North Franklin Street
Suite 3550
Tampa, FL 33602
(813) 488-2920

Disclaimer: This publication is made available for educational purposes only, as well as to provide general information about the law, not specific
legal advice. It does not establish an attorney/client relationship between you and Freeborn & Peters LLP, and should not be used as a substitute for
competent legal advice from a licensed professional in your state.
© 2020 Freeborn & Peters LLP. All rights reserved. Permission is granted to copy and forward all articles and text as long as proper attribution to
Freeborn & Peters LLP is provided and this copyright statement is reproduced.

A Freeborn & Peters LLP Client Alert

2

