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Memorandum 

 

 

From: Greg Feary 

 Steve Pletcher 

 Prasad Sharma  

 

Date: March 30, 2020 

 

Re: Assistance for Owner-Operators Under the CARES Act  

              

 

COVID-19 has had a devastating toll on the economy, and although some trucking 

operations are experiencing high demand for relief-related services, the environment 

is largely challenging for many trucking companies and the owner-operators with 

whom they contract.  The enactment of the CARES Act on March 27, 2020 is the latest 

in multiple efforts by Congress, federal agencies and their state counterparts to 

maintain businesses during the public health intervention phase of dealing with 

COVID-19.  The CARES Act authorizes two loan programs that may be helpful to 

individual owner-operators.  While motor carriers and brokers should refrain from 

giving owner-operators business advice, there may be some benefit to improving 

owner-operators’ awareness of potential resource for obtaining relief for their 

businesses.  The Scopelitis firm is ready to assist companies in facilitating owner-

operator awareness of programs intended to protect the continuity of their business 

operations. 

 

Small Business Administration Paycheck Protection Program 

 

Congress authorized the creation of a new loan program guaranteed by the Small 

Business Administration (SBA).  The loan program’s rules set forth below apply to 

loans during the covered period of February 15, 2020 to June 30, 2020.   

 

The key benefits of this loan are:  payment deferral, loan forgiveness, and ease of 

qualification (a borrower needs to certify that uncertain economic conditions make 
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the loan necessary to support ongoing operations and that the funds will be used to 

retain workers and pay for authorized uses).  Additionally, the borrower does not have 

to provide a personal guarantee or put forth collateral, and the lender cannot come 

after shareholders, members, or partners of the recipient unless the shareholder, 

member or partner used the loan proceeds improperly.   

 

Eligibility – Owner-operators, whether as sole proprietors, independent contractors, 

or self-employed individuals, are eligible for loans under this program provided they 

submit documentation, such as 1099s, demonstrating they are an independent 

business. 

 

Maximum Loan Amount – Generally, the maximum loan amount is the lesser of (i) 

2.5 months of your average monthly total payroll costs or (ii) $10 million.  For owner-

operators, payroll cost means income or net earnings from self-employment but 

cannot exceed $100,000 on an annualized basis.   

 

Authorized Uses of Loan Proceeds – Owner-operators borrowing under the program 

may use the loans for:  (i) payroll costs which includes income and net earnings as 

discussed above; paid leave; severance payments; payment for group health benefits; 

retirement benefits; state and local payroll taxes (excluding  compensation over 

$100,000 a year); (ii) group health care benefits during periods of paid sick, medical, 

or family leave, and insurance premiums; (iii) payments of interest on mortgage 

obligations; (iv) rent/lease agreement payments; (v) utilities; and (vi) interest on debt 

obligations incurred before the covered period. 

 

Loan Forgiveness and Payment Deferral - There is a presumption that owner-

operators in business on Feb. 15, 2020 that have a pending or approved loan 

application under the program on or after the date the CARES Act was enacted 

qualify for complete payment deferment relief (i.e., deferral of payment of principal, 

interest, and fees) for at least six months and no more than a year, depending on the 

lender.   

 

The loan (up to the principal amount) is eligible to be forgiven (and excluded from 

gross income) in an amount equal to the costs incurred and payments made for the 

following during the 8-week period starting with origination of the loan:  (i) payroll 

costs; (ii) interest payments on mortgages; (iii) rent; and (iv) utility payments.  

Although unlikely in the single owner-operator context, forgiveness amounts will be 
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reduced for any employee cuts or reductions in wages (for employees, applying to 

reductions greater than 25% of the employee’s salary/wages).   

 

Borrowers seeking forgiveness must submit documentation to their lender: (i) 

verifying personnel on payroll and their pay rates; (ii) on covered costs/payments (e.g., 

mortgage interest, rent); and (iii) a certification from borrower that forgiveness 

amounts requested were used to retain employees and make other eligible payments. 

 

Outstanding Issues – We await guidance on how lenders not already qualified by SBA 

as Section 7(a) lenders can be approved to make loans under this program.  SBA and 

Treasury are expected to set forth criteria.  The approval of additional lenders will 

allow the money to flow to borrowers more quickly.  In addition, authorized uses are 

for rent and lease payments but absent guidance from SBA or the Treasury 

Department, would not appear to cover truck lease payments. 

 

Small Business Administration Economic Injury Disaster Loan 

 

Congress has modified the Economic Injury Disaster Loan (EIDL) program for the 

covered period between January 31, 2020 to December 31, 2020 to make it potentially 

more useful to owner-operators by adding an emergency grant provision of up to 

$10,000.  There is no requirement to repay the advance, even if the loan is ultimately 

denied.  Because the SBA is required to distribute the advance within three days of 

filing an application, this option provides a speedy way to access a small amount of 

relief funding.  Further, loan proceeds may be used for repaying a wider range of 

debts.  However, aside from the advance, EIDL program loans do not qualify for 

forgiveness. 

 

Eligibility – Eligibility for EIDL loans has been expanded to include sole 

proprietorships and independent contractors.  All states are now covered for purposes 

of assistance under the EIDL program and state disaster declarations and 

certifications are no longer required. 

 

Maximum Amount and Authorized Uses – This program provides up to $2 million for 

ordinary and necessary operating expenses but now also includes:  (i) providing sick 

leave to employees unable to work due to virus; (ii) maintaining payroll during 

business disruptions/slow-downs; (iii) meeting increased supply chain costs; (iv) 

making rent or mortgage payments; and (v) repaying debts that cannot be paid due 

to lost revenue. 
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Advances - Entities applying for an EIDL loan may request an emergency advance of 

up to $10,000 (to be awarded within 3 days of application), which does not have to be 

repaid by the borrower, even if the lender later denies the loan.  Advances may be 

used for any EIDL-authorized purpose.   

 

Other Significant Changes – The CARES Act waives the following that are normally 

applicable to disaster loans:  (i)  a personal guarantee is no longer required on 

advances or loans of $200,000 or less for all applicants; (ii) the requirement to have 

been in business for one year prior to the disaster (but the business must have been 

in operation on Jan. 31, 2020); and (iii) the requirement than an applicant not be able 

to find credit elsewhere.  The Act also allows lenders to approve loans based on credit 

scores only (not requiring submission of tax return).   

 

The Federal Reserve has also been authorized to establish additional lending 

programs.  Further guidance will be necessary to stand up and administer any such 

new programs.  Although assistance under either of the two SBA programs mentioned 

above may await further clarification, there may be benefits to submitting 

applications early.   

 

Unemployment Benefits Changes 

 

The CARES Act also establishes a novel extension of unemployment benefits to 

individuals, like owner-operators, who were not otherwise eligible for unemployment 

benefits (the Pandemic Unemployment Assistance (PUA) program).  The new 

program applies between January 27 – December 31 of this year.  Although this 

summary utilizes terms like employed and employment, they are only for purposes of 

this novel extension under the CARES Act. 

 

Eligibility – An owner-operator must certify that individual is unemployed, partially 

unemployed, unable or unavailable to work because:  1) the individual has COVID-

19 or has symptoms for which the individual is seeking a medical diagnosis; 2) a 

member of the household has been diagnosed with COVID-19; 3) the individual is 

caring for a family member or member of the household that has been diagnosed with 

COVID-19; 4) the individual is primary caretaker for a child who is unable to attend 

school or another facility that is closed as a direct result of COVID-19; 5) a quarantine 

prevents the individual from reaching his/her place of employment; 6) the individual 

can’t go to work, because a doctor has advised self-quarantine; 7) the individual was 
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to commence a job but is unable to work as a direct result of COVID-19; 8) the 

individual has become the head of household or major breadwinner because the head 

of household died of COVID-19; 9) the individual has to quit his/her job as a direct 

result of COVID-19; 10) the individual’s place of work is closed due to COVID-19 

health emergency; or 11) the individual meets any other criteria established by the 

Secretary of Labor.   

 

Eligibility does not extend to those with ability to telework with pay or individuals 

receiving sick leave or other paid leave benefits.  

 

Amount of Benefit – The amount of the benefit is determined by the state in which 

the individual was employed.  The CARES Act authorizes a $600 per week payment 

to each recipient in addition to the underlying state benefit for a period of up to four 

months.   

 

Duration of Benefit – The CARES Act PUA assistance is capped at a limit of 39 weeks 

of benefits per individual.  Most states provide for 26 weeks of benefits, and the 

CARES Act authorizes (and pays for) an extension of 13 weeks.   

 

The PUA contemplates the states entering into agreements with U.S. Department of 

Labor.  As a result, implementation times and processes for obtaining the benefits 

may vary from state to state as the program is adopted by the states.   

 


