
As part of the Government of Canada’s COVID-19 Economic Response Plan,  
the Canada Emergency Wage Subsidy program (“CEWS”) (or COVID-19 Wage  
Subsidy) is designed to help employers keep and return workers to their payroll. 
It was first announced on March 27, 2020. This program provides a 75% wage subsidy for a period of up to 12 weeks, 
retroactive to March 15, 2020 for eligible employers. The federal government introduced legislation which was as-
sented to on April 11, 2020 to implement the CEWS. The subsidy would be available to eligible employers who expe-
rience a drop of at least 15% of their qualifying revenues in March 2020 compared to the prior reference period and 
30% for the subsequent qualifying periods. The legislation now permits eligible employers to elect a prior reference 
period of January and February 2020 to compare the March, April, and May 2020 qualifying revenues (refer to the 
Qualifying Periods section below) the election would apply for all qualifying periods.
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 Eligible entity1 NON eligible  
employers

Amount of subsidy2

Arm’s length  
eligible employee

NON arm’s length  
eligible employee

Individuals  
(including trusts)

Corporations  
(that are not exempt from tax)

Partnerships  
(consisting of eligible entities)

Non-profit Organizations,

Agricultural organizations, 

Boards of trade

Chambers of commerce

Benevolent or fraternal  
benefit societies or orders

Registered charities

Public institutions,  
for example

Municipalities

Local governments

Crown corporations

Public universities or 
Colleges, Schools 

and

Hospitals

Based on the remuneration  
paid in the period that begins  
on March 15, 2020 and ends  
on June 6, 2020.

The amount of CEWS  
is greater of :

- �the least of (i) 75% of the  
eligible remuneration paid  
in respect of that week, and  
(ii) $847; and

- �The least of (i) the eligible  
remuneration paid in respect  
of that week, (ii) 75% of  
baseline remuneration3  
in respect of the eligible  
employee determined for  
that week, and (iii) $847 

The amount of CEWS is the least  
of (i) the eligible remuneration 
paid in respect of a week in any 
period that begins on March 15, 
2020 and ends on June 6 2020, 
(ii) $847 per week; and (iii) 75% of 
the eligible employee’s baseline 
remuneration4 for that week.

1 �The eligible entity must be a qualifying entity, i.e., an eligible entity that had a federal payroll remittance number on March 15, 2020, it files an application before October 2020, it must meet the revenue 
decline test, and the individual who has principal responsibility for the financial activities of the eligible entity must attest that the application is complete and accurate in all material respects.

2 �Employee eligibility is based on whether the person is employed in Canada, not where they live.
3&4 �Baseline remuneration in respect of an eligible employee of an eligible entity means the average weekly eligible remuneration paid to the eligible employee by the eligible entity during  

the period that begins on January 1, 2020 and ends on March 15, 2020 excluding any period of seven or more consecutive days for which the employee was not remunerated.
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TYPE OF REVENUES AND REFUNDS AND OTHER INFORMATION

Revenues5 Refund for Certain Payroll Contributions

Revenues arising in the course of ordinary activities in  
Canada earned from arm’s length sources.

Gross revenues generally determined under the employer’s  
normal accounting practices.

Revenues would be calculated either under the accrual method 
or the cash method, but not the combination of both. The selected 
method would be used for the entire duration of the program.

Computation of revenue excludes extraordinary items and 
amounts on account of capital6.

All member of an affiliated group may jointly elect to use the  
same consolidated qualifying revenue for the purpose of  
calculating the decrease of the revenue.

A joint election may be made to determine the required  
revenue reduction by reference to the qualifying revenue of  
the non-arm’s length persons from whom the eligible entity  
earns income. However, the eligible entity must earn all7 or  
substantially all of its revenue from one or more non-arm’s  
length persons or partnerships.

The CEWS is extended to allow a 100% refund for certain  
employer-paid contributions in respect of a week in the  
qualifying period (i.e., CPP/QPP, EI and QPIP).

The refund would cover 100% of employer-contributions  
payable if all the following conditions are met:

- The contribution is made for an eligible employee,

- The eligible employee is on leave with pay for that week8,

- The employer is eligible to claim the CEWS for that employee.

There is no overall limit on the refund amount that eligible  
employer can claim.

Employer are required to continue to collect and remit  
employer’s and employee’s contributions to each program  
as usual.

Other Information

Eligible remuneration9  includes:

- Salary
- Wages 
- Other remuneration

Eligible remuneration does not include: 

- Severance pay,
- Stock option benefits, and 
- Amounts reasonably expected to be returned.

There is an anti avoidance rule that will exclude from eligible  
remuneration amounts above the baseline remuneration  
if the eligible employee is reasonably expected to be paid  
after the qualifying period a lower weekly amount than their  
baseline remuneration and one of the main purposes is  
to increase the CEWS.

Legislation provides the government with the ability to extend the 
CEWS program to September 30, 2020 without having to recall 
Parliament. Currently, the program will end June 6, 2020.

5 �Registered charities and non-profit organizations are allowed to exclude revenues from non-arm’s length persons and can choose whether or not to include revenue from government sources.  
The same approach would have to apply throughout the program period and for its prior reference periods.

6 Proceeds from the sale of a capital property.
7 Generally understood to mean 90% or more.
8 The employee is remunerated for that week but does not perform any work for the employer in that week. 
9 Remuneration that employers would generally be required to remit amounts withheld to the Receiver General on account of the employee’s income tax liability.
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QUALIFYING PERIODS

Claim Period
2020

Required reduction  
in revenue

Reference  
Period

PERIOD 1 March 15 – April 11 15%

March 2020 over:
- March 2019 or
- �Average of January and  

February 202010

PERIOD 2 April 12 – May 9 30%

Eligible for Period 1
 
OR
 
April 2020 over:
- April 2019 or
- �Average of January and  

February 2020

PERIOD 3 May 10 – June 6 30%

Eligible for Period 2
 
OR
 
May 2020 over:
- May 2019 or
- �Average of January and  

February 2020

 

10 �An employer who was not carrying on a business or otherwise carrying on its ordinary activities on March 1, 2019 must use a certain average of January and February 2020 revenue to compare with the 
revenue of each of March, April and May 2020. 

11 �Employers will also be eligible for a subsidy of up to 75% of salaries and wages paid to new arm’s length employees.

Example: 

Revenues in March 2020 is down 15% versus the average revenues of January and February 2020.  
The employer would be entitled to claim the subsidy11 on remuneration paid for the period March 15  
to April 11, 2020. Also, an employer that meets the 15% revenue decline test for Claim Period 1 will  
automatically be considered to meet the 30% revenue decline test for Claim Period 2.  
The same reasoning applies for Claim Period 3.
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12 �This rule replaces the pervious restriction announced disqualifying an employer to claim the CEWS for remuneration paid to an employee in a week that falls within  
a 4-week period for which the employee is eligible for the Canadian Emergency Response Benefit (CERB).

The COVID-19 Wage Subsidy

HOW TO APPLY AND COMPLIANCE

Ensuring Compliance How to apply

Eligibility for the CEWS of an employee’s remuneration will be 
available to employees other than those who have been without 
remuneration for 14 or more consecutive days during the eligible 
period12.

If an eligible employee is employed in a week by two or more  
qualifying entities that do not deal at arm’s length, the total 
amount of CEWS in respect of an eligible employee for that  
week shall not exceed the amount that would arise if the  
eligible employee’s eligible remuneration for that week were  
paid by one qualifying entity.

Employers would be required to attest to the decline in revenue.

Repayment will be required if the employer does not meet  
the eligibility criteria.

CEWS is treated as government assistance and should be  
included in the employer’s taxable income.

Penalties (including imprisonment) may apply for employers  
or business administrators who provide false information or  
set up artificial transactions to reduce qualifying revenues to  
obtain the CEWS.

Employers need to keep records supporting their CEWS claim  
(e.g., demonstrating the reduction in revenues and remuneration 
paid to employees, including a list of employees and their social 
insurance numbers).

Denial of CEWS and additional 25% penalty may apply if an  
employer takes any action or event that has an effect of  
reducing March to May 2020 qualifying revenues. 

In general, the minister may communicate to the public the  
name of an entity who submitted a claim for CEWS.

Assistance received would reduce the eligible expenses for  
other federal and Quebec tax credits calculated on the same 
remuneration.

Using the CRA portal through My Business Account, or

A separate online application form (available April 27, 2020)  
will be available for those who are unable to register for  
My Business Account. However, an online Web access code  
will be needed.

Before you apply, make sure you have already calculated  
the estimated subsidy. Click here to use the CRA’s wage  
subsidy calculator.

If you expect a payment of at least $25 million you need to  
obtain your payment through the large value transfer system 
(LVTS). In this case make sure you are already set up for LVTS.

If you have a multiple payroll program (RP) accounts you  
need to file a separate application for each account.

The application period will open April 27, 2020. The employer  
must apply before October 2020 to claim all of its CEWS. 

SLF, if registered as your authorized representative, is able  
to complete the application on your behalf.

Funds for approved applications will begin to be released  
on May 5, 2020.

https://www.canada.ca/en/revenue-agency/services/subsidy/emergency-wage-subsidy/cews-calculate-subsidy-amount.html


NOTICE TO READERS The information contained in this publication is intended solely to provide general guidance on matters of interest for the personal use of the reader,  
who accepts full responsibility for its use. The information in this document is provided with the understanding that the authors and publishers are not herein engaged in 
rendering legal, accounting, tax or other professional advice or services. As such it should not be used as a substitute for consultation with your SLF advisor. 
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INTERACTION BETWEEN TAX MEASURES

10% Temporary 
 Wage Subsidy

Canadian Emergency  
Response Benefit (CERB)

Concerted Actions Program 
for the Maintenance in  
Employment (CAPME)13

Work-Sharing Program 
(WSP)

This program subsidizes  
eligible employers for 10% 
of paid remuneration from  
March 18, 2020 to June 19,  
2020 up to a maximum of  
$1,375/employee and  
$25,000/employer. An  
employer can be eligible  
for both wage subsidy  
programs.

Benefit received from the  
10% Temporary Wage Subsidy 
for a specific period would 
generally reduce the amount 
of CEWS to be claimed in  
that same period

The CERB is a temporary 
income support of $500/week 
for Canadian residents of at 
least 15 years old who have 
been without employment or 
self-employment income for 
at least 14 consecutive days  
in the initial four-week period, 
for up to 4 months. They 
should have stopped working 
because of COVID-19 and 
should have eligible income  
of at least $5,000 in 2019 or in 
the 12 months prior to the  
date of application.

Restrictions applies on  
claiming CEWS in a Claim  
Period in respect of non  
eligible employees14. 

The CAPME is a new grant  
program covering 100% of 
eligible training expenses 
up to $100,000 per eligible  
employer to help cover  
training activities for those  
that have been affected  
by COVID-19. Maximum  
reimbursement of wages  
for eligible employees  
during eligible training is  
up to $25/ hour.

Employers receiving the CEWS 
will be eligible to receive 25% 
of the employee’s wage.

Employers receiving the  
10% temporary wage subsidy 
will be eligible to receive 90% 
of eligible employee’s wage.

For further details please  
click here (French only).

The WSP is designed to  
avoid layoffs when there  
is a temporary reduction  
in the normal level of business  
activity that is beyond the 
control of the employer. The 
program provides income 
support to eligible employees 
entitled to the Employment  
Insurance (EI) benefits who 
work a temporarily reduced 
work week while their  
employers recover.

The WSP is extended from  
38 to 76 weeks for employers 
affected by COVID-19.
EI benefit received by  
employees through the  
WSP will reduce the benefit 
that their employer is entitled 
to receive under the CEWS.

 13 �It is a training expense reimbursement measure announced by the Quebec government on April 6, 2020. The program will end either on September 30, 2020  
or when the program’s $100 million budget is exhausted.

14 �Non eligible employees, for the purpose of the CEWS, are those who have been without remuneration for 14 or more consecutive days in a qualifying period.
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https://www.quebec.ca/entreprises-et-travailleurs-autonomes/programme-actions-concertees-pour-le-maintien-en-emploi-pacme-covid-19/

