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1. What is the Canada Emergency Wage Subsidy (CEWS)? 

The new Canada Emergency Wage Subsidy (CEWS) provides a wage subsidy to eligible employers of 
75% of eligible remuneration paid to each eligible employee up to a maximum subsidy of $847 per 
week for up to 24 weeks from March 15, 2020 to August 29, 2020.  

The CEWS is intended to prevent further job losses, encourage employers to re-hire workers 
previously laid off because of COVID-19, and help better position Canadian companies and other 
employers to more easily resume normal operations following the crisis. 

Eligible employers that see a drop of at least 15% of their monthly qualifying revenue in March 2020 
or at least 30% in the months of April 2020 to August 2020, when compared to their qualifying revenue 
for the same period in 2019 (or the average of January and February 2020), will qualify for the wage 
subsidy for the month(s) that experience the required revenue decrease. 

Generally, the eligible employer's wage subsidy amount for an eligible employee (does not include an 
employee who is without remuneration in respect of 14 or more consecutive days), on eligible 
remuneration paid in respect of a claim period, is the greater of: 

a. 75% of the eligible remuneration paid in respect of each week, up to an amount of $847; and 
b. the least of - the eligible remuneration paid in respect of each week, an amount of $847 and 

75% of the employee's average weekly eligible remuneration paid for the period between 
January 1 to March 15, 2020, whichever is less. 

More information on the meaning of eligible employer, eligible employee and qualifying revenue and 
other program details are provided below. 

2. Who is eligible for the CEWS? 

You are an eligible employer if you are: 

a. an individual (including a trust); 
b. a corporation that is not exempt from tax; 
c. a partnership, each member of which is a person described on this list; 
d. an entity that is exempt from tax (other than a public institution) and includes non-profit 

organization, etc.; or 
e. a registered charity.  

Public institutions are not eligible for this subsidy. Public institutions generally include municipalities 
and local governments, Crown corporations, wholly owned municipal corporations, public 
universities, colleges, schools, health authorities and hospitals.  
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3. How does an eligible employer qualify for the wage subsidy? 

To qualify for the wage subsidy in respect of a claim period, an eligible employer must meet the 
following conditions: 

a. it had an open payroll program account with the CRA on March 15, 2020; 
b. it experienced the required reduction in revenue for one or more claim period; 
c. it makes a wage subsidy application for the claim period, in a prescribed form and manner, before 

October 2020; and 
d. the individual who has principal responsibility for the eligible employer's financial activities attests 

that the application mentioned above is complete and accurate in all material respects. 

4. How do I calculate the subsidy? 

For an eligible employer that qualifies for the wage subsidy, the amount of the wage subsidy for a 
claim period is the total of the following amounts in respect of the claim period: 

1. Total of all amounts, each of which is for an eligible employee in respect of a week in the claim 
period, equal to the greater of:  
a. the least of  

i. 75% of eligible remuneration paid to the eligible employee in respect of that week, 
ii. $847, and 
iii. if the eligible employee does not deal at arm's length with the eligible employer in the 

claim period, $0, and 
b. the least of  

i. 100% of eligible remuneration paid to the eligible employee in respect of that week, 
ii. 75% of baseline remuneration in respect of the eligible employee determined for that 

week, and 
iii. $847; 

2. Total of the employer contributions to Employment Insurance, the Canada Pension Plan, the 
Quebec Pension Plan, and the Quebec Parental Insurance Plan for an eligible employee for each 
week in the claim period throughout which week that employee is on leave with pay and for which 
claim period the employer is eligible for the wage subsidy for the employee  

Less: 

3. Total of all amounts eligible to be claimed under the 10% Temporary Wage Subsidy for Employers, 
by the eligible employer that qualifies for the Canada Emergency Wage Subsidy for the claim 
period; and 

4. Total of all amounts received by the eligible employee for each week in the claim period as a work-
sharing benefit under the Employment Insurance Act.  

Note: In general, for the amount in (II), an eligible employee will be considered to be on leave with 
pay throughout a week if that employee is remunerated by the eligible employer for that week but 
does not perform any work for the employer in that week. This amount in (II), would not be available 
for eligible employees that are on leave with pay for only a portion of a week. 
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There is no overall limit on the total CEWS amount that an eligible employer may claim. 

In effect, employers may be eligible for a subsidy of up to 100% of the first 75% of pre-crisis wages or 
salaries of existing employees. These employers are expected where possible to maintain existing 
employees' pre-crisis employment earnings.  Employers are expected to make their best effort to top-
up employees' salaries to bring them to pre-crisis levels. 

Employers are also eligible for a subsidy of up to 75% of salaries and wages paid to new employees.  
However, the wages of new employees who are hired halfway or more through a qualifying period 
will NOT qualify for the wage subsidy as 14 or more days without remuneration.  For example, the 
wages paid to a new employee hired April 25 will or later will not qualify for the April 9 – May 12 
period. 

5. Who is an eligible employee? 

An eligible employee is an individual who is employed in Canada by an eligible employer. 

The CEWS is only available to employees except those who have been without remuneration for 14 
or more consecutive days in a claim period.  Claim periods are as follows: 

• March 15, 2020 to April 11, 2020 
• April 12, 2020 to May 9, 2020 
• May 10, 2020 to June 6, 2020 

• June 7, 2020 to July 4, 2020 
• July 5, 2020 to August 1, 2020  
• August 2, 2020 to August 29, 2020

Eligible employee status is determined in respect of each week in each claim period, so an employee 
that is not an eligible employee in a preceding claim period (because, for example, the 14-day 
remuneration condition has not been met) may become eligible in a following claim period. 

Note: This rule replaces the previously announced restriction that an employer would not be eligible 
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) 

Accordingly, employees who are no longer with the business before March 29th will not qualify as 14 
or more days without remuneration in the qualifying period. 

Important Note: A special rule applies to employees that do not deal at arm's length with the 
employer. The subsidy amount for such employees is limited to the eligible remuneration paid in any 
pay period between March 15, 2020 and August 29, 2020, up to a maximum benefit of the lesser of 
$847 per week and 75% of the employee's pre-crisis weekly remuneration. The subsidy is only 
available in respect of non-arm's length employees employed prior to March 15, 2020. 

6. How do I apply for CEWS benefits? 

Eligible employers will be able to apply for the CEWS beginning April 27th. Application methods are: 

a. Through the CRA's My Business Account portal  
b. By separate online application form  
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c. Through CRA’s Represent a Client 

Representatives (authorized at a level 2 or 3) will be able to apply for the wage subsidy on behalf of 
their clients through the Represent a Client service, as well as through the Web Forms application. 

When completing the application, you will need: 

a. your payroll program account number (123456789RP0001, for example); 
b. to know which claim period you are applying for; 
c. all the information necessary to complete the applicable fields in the application. 

The processing of the wage subsidy will be performed at the payroll program account level, so you 
will have to file a separate application for each payroll program account. For example, if you have two 
payroll program accounts (123456789RP0001 and 123456789RP0002, for example) and are claiming 
wage subsidy for eligible employees under each account, you must file 2 separate applications. 

When you apply for the wage subsidy, you will be asked to enter amounts such as the number of 
eligible employees and total eligible remuneration paid to those employees in respect of the claim 
period. To get ready, we have created a web page where you can determine these amounts and 
preview your subsidy now, based on information you enter. For more information, go to Calculate 
your subsidy amount. 

Employers will need to keep records demonstrating their reduction in arm's-length revenues and 
remuneration paid to employees. 
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1. How is the reduction of revenue determined? 

Once an eligible employer has calculated its qualifying revenue for each relevant reference period in 
a claim period, it would determine if it has experienced the required reduction in revenue to qualify 
for the wage subsidy for that claim period. However, the employer is under no obligation to prove 
that the decline in revenue is related to the COVID-19 crisis. 

The table below summarizes each relevant period and the required reduction in revenue to qualify to 
claim the wage subsidy. 

Claim 
Period 

Period Start 
and End Dates 

Required min 
reduction in 

revenue 

Reference periods for 
comparison under the general 
approach  

Reference periods for comparison under the 
alternative approach 

1 Mar 15th to 
Apr 11th 

15% March 2020 over March 2019 March 2020 over average of January and 
February 2020 

2 Apr 12th to 
May 9th 

30% Eligible for Period 1 OR 
April 2020 over April 2019 

Eligible for Period 1 OR 
April 2020 over average of January and 
February 2020 

3 May 10th to  
Jun 6th 

30% Eligible for Period 2 OR 
May 2020 over May 2019 

Eligible for Period 2 OR 
May 2020 over average of January and 
February 2020 

4 June 7th to 
July 4th 

30% Eligible for Period 3 OR 
June 2020 over June 2019 

Eligible for Period 3 OR 
June 2020 over average of January and 
February 2020 

5 July 5th to 
Aug 1st 

30% Eligible for Period 4 OR 
July 2020 over July 2019 

Eligible for Period 4 OR 
July 2020 over average of January and 
February 2020 

6 Aug 2nd to  
Aug 29th 

30% Eligible for Period 5 OR 
August 2020 over August 2019 

Eligible for Period 5 OR 
August 2020 over average of January and 
February 2020 

 

The Federal government can extend the wage subsidy program without reopening the House of 
Commons until September 30, 2020. 

If an eligible employer has not experienced the required reduction in revenue to qualify to claim the 
wage subsidy for a claim period, it may still qualify to claim the wage subsidy for another claim period 
if it has experienced the required reduction in revenues in that other claim period. 

Once an eligible employer has determined that it has experienced the required reduction in revenue 
for a claim period, it is automatically considered to have experienced the required reduction in 
revenue for the immediately following claim period (deeming rule). As a result, the employer does 
not have to make this determination again for that next claim period. 

However, this deeming rule does not automatically extend to apply to the period after that next claim 
period. For example, if an eligible employer meets the condition for the reduction in respect of the 
first claim period – March 15 to April 11, 2020, the employer will be considered to have met the 
required reduction in revenue in respect of the second reference period – April 12 to May 9, 2020. 
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However, the eligible employer will have to meet the 30% revenue decline test for the third claim 
period – May 10 to June 6, 2020. 

In a situation where the eligible employer, subsequently determines that it experienced the required 
reduction in revenue, without applying the deeming rule, for the second claim period – April 12 to 
May 9, 2020, the eligible employer will be considered to have experienced the required reduction in 
revenue for that third claim period because of the deeming rule that can now be applied to the third 
period. 

Example 1 

XYZ Inc. started its operations in July 2019. It reported revenues of $100,000 in January 2020 and 
$140,000 in February 2020, for a monthly average of $120,000. In March, its revenues dropped 
to $90,000. Because revenues in March 2020 are 25% lower than $120,000, XYZ Inc. would be 
eligible for the wage subsidy for both the first claim period (March 15 to April 11, 2020), and the 
second claim period (April 12 to May 9, 2020), because of the deeming rule. 

It should be noted that the automatic determination for the second period is not relevant for the 
determination of the required revenue reduction for the third period. XYZ Inc. would need to have 
experienced the required reduction of 30% in the third period to qualify for that period, or to have 
experienced the 30% required reduction for the second period (meaning, to have revenue of 
$84,000 or less – that is, 30% lower than $120,000 – for that second period. In that circumstance 
because it has qualified for the second period using the 30% required reduction, XYZ Inc. is 
automatically considered to have experienced the required reduction in revenue for the third 
claim period because of the deeming rule). 

2. What are the permitted ways to determine the decline in revenue? 

General “year-over-year” approach 

For an eligible employer that was carrying on business—or otherwise carrying on its ordinary 
activities—on March 1, 2019, and is using the general year-over-year approach, the reduction in 
revenue determination is made by comparing the change in qualifying revenue, year-over-year, for 
the calendar month in which the claim period began. 

If the qualifying revenue for the relevant month in the current year has declined when compared to 
the qualifying revenue for the relevant month in the prior year, by a percentage equal to or greater 
than the required reduction in revenue for the claim period (see previous Table above), then the 
eligible employer has experienced the required reduction in revenue for the claim period and qualifies 
to claim the wage subsidy for that claim period, assuming the other qualifying conditions are met. 

On the other hand, if the qualifying revenue for that current reference period has declined by a 
percentage less than the required reduction in revenue for the claim period, then the eligible 
employer has not experienced the required reduction in revenue when compared to that prior 
reference period and does not qualify to claim the wage subsidy for that claim period. 
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Example 2 

An eligible employer is determining if it has experienced the required reduction in revenue to 
qualify in order to claim the wage subsidy for the first claim period, from March 15 to April 11, 
2020. The eligible employer is using the general year-over-year approach to determine its 
reduction in revenue. Its qualifying revenues for March 2019 were $250,000 and its qualifying 
revenues for March 2020 are $180,000. 

Because its qualifying revenue for March 2020 has declined by 28 % when compared to its 
qualifying revenue for March 2019, the eligible employer has experienced the required reduction 
in revenue of at least 15% for the first claim period and may qualify to claim the wage subsidy for 
that period. 

Because it has qualified for the first claim period, the eligible employer is automatically considered 
to have experienced the required reduction in revenue for the second claim period (April 12 to 
May 9) and does not need to make the determination again when claiming the wage subsidy for 
that next claim period. For clarity, it will be deemed to have met the 30% test for the second 
period. 

Alternative approach 

For an eligible employer that was not carrying on business—or otherwise not carrying on its ordinary 
activities—on March 1, 2019, or that has elected to use this alternative approach (see note below) for 
all claim periods, the reduction in revenue determination is made by comparing the: 

a. the qualifying revenue for the calendar month in which the claim period began; and 
b. the average of the qualifying revenues earned in both January and February 2020. 

If the qualifying revenue for the calendar month in which the claim period began has declined, when 
compared to the average of the qualifying revenues earned in both January and February 2020, by a 
percentage equal to or greater than the required reduction in revenue for the claim period (see 
previous Table), then the eligible employer has experienced the required reduction in revenue for the 
claim period and may qualify to claim the wage subsidy for that claim period, assuming the other 
qualifying conditions are met. 

When the alternative approach is chosen, the average qualifying revenue will be calculated as follows: 

Average qualifying revenue = 0.5 x A x (B/C) where: 

A= qualifying revenues for the months of January and February of 2020 

B= number of days in January and February 2020 

C= number of days in January and February of 2020 during which the eligible employer 
was carrying on business —or otherwise carrying on its ordinary activities. 

Where a business is carried on throughout January and February 2020, the factor (B/C) will be 1. 
Hence, there will be no adjustment to the average qualifying revenue. 
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In a situation where an eligible employer was not carrying on business—or otherwise not carrying on 
its ordinary activities— through-out the months of January or February 2020, for example, in the case 
of a new business that started mid-January, the qualifying revenues for the months of January and 
February 2020 will be grossed up by the factor (B/C), to make the comparison of the qualifying 
revenue in the prior reference period comparable to the qualifying revenue in the current period (see 
Example 4). 

However, if operations began any time after February 2020, the employer would not be eligible for 
the wage subsidy. 

If the qualifying revenue for that current reference period has declined by a percentage less than the 
required reduction in revenue when compared to that prior reference period (January and February 
2020), then the eligible employer has not experienced the required reduction in revenue for the claim 
period and does not qualify to claim the wage subsidy for that claim period. 

Note: This election must be made and retained with the eligible employer's other books and records 
in support of its wage subsidy claim and eligibility, and the individual who has principal responsibility 
for the eligible employer's financial activities must attest that this is the case. 

Example 3 

Assuming an eligible employer did not experience the required reduction in its qualifying revenue 
in the first claim period (March 15- April 11, 2020), the eligible employer will then determine if it 
has experienced the required reduction in revenue to qualify in order to claim the wage subsidy 
for the second claim period, (April 12 to May 9, 2020). The eligible employer has elected to apply 
the alternative approach to determine its reduction in revenue. The average of qualifying 
revenues earned in both January and February 2020 were $1 million and its qualifying revenue 
for April 2020 is $900,000. 

Because its qualifying revenue for April 2020 has declined by only 10% when compared to the 
average of its qualifying revenues earned in both January and February 2020, the eligible 
employer has not experienced the required reduction in revenue of at least 30% for the second 
claim period. It will, therefore, not qualify for the wage subsidy for that period. 

Because it has not qualified for the second claim period, the eligible employer must make the 
determination for the next claim period if it seeks to make a wage subsidy claim for that period 

Example 4 

An eligible employer is determining if it has experienced the required reduction in revenue to 
qualify in order to claim the wage subsidy for the first claim period, from March 15 to April 11, 
2020. Since the eligible employer began operations only on January 14, 2020, it must use the 
alternative approach to determine its reduction in revenue. Its total qualifying revenues earned 
in January and February 2020 was $90,000. Its average qualifying revenue for the two months will 
be $57,447 [0.5 x 90,000 x (60/47)]. Its qualifying revenue for March 2020 is $39,600. 
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Because its qualifying revenue for March 2020 has declined by 31% when compared to the 
average of its qualifying revenues earned in both January and February 2020, the eligible 
employer has experienced the required reduction in revenue of at least 15% for the first claim 
period and will qualify to claim the wage subsidy for that period. 

Because it has qualified for the first claim period, the eligible employer is automatically considered 
to have experienced the required reduction in revenue for the second claim period (April 12 to 
May 9, 2020). 

3. How do I calculate revenues? 

Qualifying revenue of an eligible employer means the inflow of cash, receivables, or other 
consideration arising during its ordinary activities in Canada in a period. These inflows are generally 
from the sale of goods, the rendering of services, and the use—by others—of the eligible employer's 
resources.  Revenue is calculated using the employer's normal accounting method and excludes 
revenues from persons or partnerships that the eligible employer was not dealing with at arm's length, 
extraordinary items and amounts on account of capital. 

Amounts from the Canada Emergency Wage Subsidy and the 10% Temporary Wage Subsidy for 
Employers are ignored when calculating qualifying revenue. 

Employers can calculate their revenues under the accrual method or the cash method, but not a 
combination of both. Employers select an accounting method when first applying for the CEWS and 
are required to use that method for the entire duration of the program. 

Special rules exist for an eligible employer that derives all or substantially all its revenue from one or 
more persons or partnerships with which it does not deal at arm's length. 

Essentially, if the eligible employer and each of these persons or partnerships with which it does not 
deal at arm's length jointly elect (see note below), the eligible employer's qualifying revenue for the 
prior reference period is deemed to be $100 and a weighted-average approach, is used to determine 
qualifying revenue for the current reference period. 

When calculating the qualifying revenue for the current reference period under this rule, the eligible 
employer's qualifying revenue includes amounts derived from persons or partnerships not dealing at 
arm's length with it. 

The amount used for each of the person’s or partnership's qualifying revenue is modified to include 
revenues earned outside of Canada. The person or partnership can be either a resident or a non-
resident 

Special rules for the computation of revenue are provided to consider certain non-arm's length 
transactions, such as where an employer sells all its output to a related company that in turn earns 
arm's length revenue. As well, affiliated groups can compute revenue on a consolidated basis.   
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Revenue calculated for the claiming period must have declined at least 15% for the March 2020 period 
compared to the accepted reference period and 30% for the April - August periods compared to the 
accepted reference period. 

4. What is the calculation of revenue if at least 90% of an eligible entity’s income is from non-
arm’s length (“NAL”) sources? 

The eligible entity can calculate its revenue using either of the following methods: 

a. Calculate its revenue using ONLY arm’s length sources; or 
b. The eligible entity can calculate its revenue using the following formula: 

The eligible entity’s qualifying revenue for the current reference period is deemed to be the total of 
all amounts, each of which is determined by the formula - $100 x A/B x C/D where: 

A is the amount of revenue earned by the eligible entity from one NAL source; 

B is the amount of revenue earned by the eligible entity from ALL NAL sources; 

C is the qualifying revenue of the NAL source for the current reference period; and 

D is the qualifying revenue of the NAL source for the prior reference period. 

The eligible entity is required to calculate the above formula for each NAL source of income and then 
aggregate the calculated amounts. 

The aggregated amount is subtracted from $100 and this represents the percentage drop of revenue 
in the current period.  The difference for a month exceeds the 15% threshold for March or 30% 
threshold for April - August 2020, then it meets the loss of revenue test. 

The eligible entity and ALL NAL sources must jointly elect. 

Once a method is chosen, it must be maintained throughout the CEWS period 

5. What is the calculation of revenue if I have an affiliated group of companies (i.e. all 
companies are ultimately controlled by one individual, that individual’s spouse, or a 
combination of the two)? 

The eligible entities can calculate its revenue using either of the following methods: 

a. Each eligible entity calculates its revenue using ONLY arm’s length sources; OR 
b. All companies in the affiliated group use the consolidated revenue amounts (excluding NAL 

income).  All members of the affiliated group must jointly elect. 

Once a method is chosen, it must be maintained throughout the CEWS period. 
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6. Do I have to include TWS and CEWS wage subsidies received in my calculation of revenues? 

No.  Any wage subsidy under the COVID-19 Economic Response Plan received by the employer in a 
month is ignored for measuring year-over-year changes in monthly revenues.  

7. How do I calculate the percentage decline in revenue? 

Eligibility is determined by the change in an eligible employer’s monthly revenue in March, April, May, 
June, July and August 2020 when compared to a prior reference period.  

The prior reference period is either: 

a. the same month in the previous calendar year (i.e. March, April, May, June, July and August 2019), 
or 

b. the average of January and February 2020 revenues. 

The choice of two methods provides more flexibility to employers for which the general prior year 
month approach may not be appropriate, including high-growth firms, sectors that faced difficulties 
in 2019, non-profits and charities, as well as employers established after February 2019. 

Under this second approach, employers can compare their revenue using an average of their revenue 
earned in January and February 2020. Employers can select the general year-over-year approach or 
this alternative approach when first applying for the CEWS. 

Once a method is chosen, it MUST be continued for the entire duration of the program. 
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1. What is eligible remuneration? 

Eligible remuneration may include salary, wages, and other remuneration like taxable benefits. These 
are amounts for which employers are generally required to withhold or deduct amounts to remit to 
the Receiver General on account of the employee's income tax obligation. However, it does not 
include severance pay, or items such as stock option benefits or the personal use of a corporate 
vehicle, or any amount received that can reasonably be expected to be paid or returned, directly or 
indirectly, to the eligible employer or to a person (or a partnership) at the direction of the eligible 
employer or with whom the eligible employer does not deal at arm's length. 

Dividend payments to owners are not considered eligible remuneration for the CEWS. 

2. What is pre-crisis baseline remuneration? 

The pre-crisis baseline remuneration for a given employee is based on the average weekly 
remuneration paid between January 1 and March 15 inclusively, excluding any seven consecutive or 
more day periods in respect of which the employee did not receive remuneration. 

Employers are also eligible for a subsidy of up to 75% of salaries and wages paid to new arm’s length 
employees.  However, the wages of new employees who are hired halfway or more through a 
qualifying period will NOT qualify for the wage subsidy as 14 or more days without remuneration.  For 
example, the wages paid to a new employee hired April 25 will or later will not qualify for the April 9 
– May 12 period. 

If a non-arm’s length employee has no baseline remuneration meaning no salaries were PAID between 
January 1 – March 15, 2020, then the CEWS for the NAL employee is nil. 

3. What are the rules for non-arm's length employees? 

There are many special rules applicable to employees that do not deal at arm's length with the 
employer. The subsidy amount for such employees is limited to the eligible remuneration paid in any 
pay period between March 15 and August 29, 2020, up to a maximum benefit of the lesser of $847 
per week and 75% of the employee's pre-crisis weekly remuneration.  

The subsidy is only available in respect of non-arm's length employees employed prior to March 15, 
2020 and is NOT available to non-arm’s length employees hired after March 15, 2020. 

If a non-arm’s length employee is employed in more than one non-arm’s length business, then the 
$847 subsidy is capped and no doubling up of the subsidy is permitted. 

Dividend payments are not considered eligible remuneration for the purpose of the CEWS. 
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4. When can I claim the wage subsidy? 

Eligible employers that qualify to claim the wage subsidy will be able to apply to the CRA starting on 
April 27, 2020. 

Applications in respect of a claim period can be made only after the end of the claim period, provided 
the eligible employer has paid the eligible remuneration that it is claiming for that period. 

Additionally, wage subsidy applications must be made before October 2020. 

Below are two examples of when an eligible employer can claim the wage subsidy if it pays their 
eligible employees monthly. 

Example 5 

An eligible employer pays its sole eligible employee monthly, on the first of each month for the 
previous month, based on an annual salary of $52,000 per year. The eligible employee would 
therefore have $1,000 of pay for each of the four weeks in the first claim period (that begins on 
March 15, 2020 and ends on April 11, 2020). 

Once the eligible employer has paid the eligible employee for each of the weeks in the claim 
period, the eligible employer would be able to apply for the wage subsidy. In this example, that 
would be after the eligible employee is paid on May 1, 2020, because the eligible employee's April 
1, 2020 paycheque does not reflect the eligible employee's salary for a portion of the first claim 
period (i.e., April 1, 2020 to April 11, 2020). 

The wage subsidy would be calculated based on the $1,000 per week that the eligible employee 
is paid for each of the weeks in the first claim period. 

Similarly, the eligible employer would be able to apply for the wage subsidy for the second claim 
period (that begins on April 12, 2020 and ends on May 9, 2020) after it has paid the eligible 
employee for each of the weeks in that period. This would be after the June 1, 2020 paycheque is 
paid and would also be calculated based on the $1,000 per week that the eligible employee is paid 
for each of the weeks in the second claim period. 

If the eligible employer does not qualify for the wage subsidy in the third claim period (that begins 
on May 10, 2020 and ends on June 6, 2020), the eligible employer would still be entitled to the 
wage subsidy in respect of the eligible employee's salary for the second claim period even though 
the June 1, 2020 paycheque is paid during the third claim period. That is because the wage subsidy 
calculation is based on an eligible employee's pay for each of the weeks in the relevant period 
regardless of the eligible employer's pay cycle. 

Example 6 

The facts are the same as in example 5, except that the eligible employer had laid off the eligible 
employee in early March 2020 and, in May 2020, the eligible employer rehired the eligible 
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employee retroactive to March 15, 2020. In this example, the eligible employee is paid for the 
period from March 15 to the end of May in their June 1, 2020 paycheque. 

As with the first example, the eligible employer would be able to apply for the wage subsidy in 
respect of each of the first two claim periods after it pays its eligible employee for the weeks 
covering these periods (i.e., on June 1, 2020) and the wage subsidy would be calculated based on 
the $1,000 per week that the eligible employee is paid for those weeks. The wage subsidy in 
relation to remuneration paid in respect of the third claim period (from May 10 to June 6) could 
then be claimed after the July 1, 2020 paycheque, assuming the eligible employer qualifies for 
wage subsidy. 
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Example 7 

John and Zac own a corporation, XYZ Ltd. that operates a small garage in Nova Scotia. They are working 
full time, but do not draw any salary, and have two full time employees each earning a weekly salary 
of $1,200 (their baseline remuneration), for an annual salary of $64,800, and two part-time 
employees, each earning $500 per week (their baseline remuneration), for an annual salary of 
$27,000. John and Zac have reduced their opening hours due to decreased demand for their service 
following the COVID-19 crisis and laid off all their employees effective March 15, 2020. Following the 
announcement of the wage subsidy, they decide to re-rehire, effective April 12, 2020, two of their laid 
off employees, Ahmed (full time employee) and Ken (part-time employee). These employees are paid 
the same weekly salary that they received before being laid-off - $1,200 and $500 respectively (eligible 
remunerations). 

Assume that XYZ Ltd. is an eligible employer that qualifies for the wage subsidy and it does not receive 
any other subsidy. Further assume that the rehired employees are employed for the entire claim 
period April 12 – May 9, 2020. The weekly qualifying remuneration for the claim period is calculated 
as follows: 

Example 7 table  

  Ahmed Ken 

75% of eligible remuneration [A] $900 $375 

Maximum amount (i.e. $847) [B] $847 $847 

Nil, for non-arm’s length employees [C] N/A N/A 

Lesser of Amounts A to C [D] $847 $375 

Eligible remuneration [E] $1,200 $500 

75% of baseline remuneration [F] $900 $375 

Maximum amount (i.e. $847) [G] $847 $847 

Lesser of Amounts E to G [H] $847 $375 

Qualifying weekly remuneration per employee; Greater of Amounts D and H [I] $847 $375 

Total number of eligible employees [J] 1 1 

Total Qualifying remuneration; Amount I multiplied by Amount J [K] $847 $375 

Total for the claim period; Amount K multiplied by 4 (number of weeks in the claim period) $3,388 $1,500 

Total Canada Emergency Wage Subsidy that XYZ Ltd. is eligible to claim for the claim period is $4,888 
($3,388 + $1,500). 
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Example 8 

In the above Example 1, now consider a situation where the owners, John and Zac draw a weekly 
salary of $1,500 (annual salary of $81,000) and continue to do so during the claim period indicated in 
the above example. In addition, the two employees are now rehired for reduced weekly salaries of 
$900 for Ahmed and $300 for Ken (their respective eligible remunerations). The weekly qualifying 
remuneration for the claim period is calculated as follows: 

Example 8 table  

  Ahmed Ken Owners 

75% of eligible remuneration [A] $675 $225 $1,125 

Maximum amount (i.e. $847) [B] $847 $847 $847 

Nil, for non-arm’s length employees [C] N/A N/A $0 

Lesser of Amounts A to C [D] $675 $225 $0 

Eligible remuneration [E] $900 $300 $1,500 

75% of baseline remuneration [F] $900 $375 $1,125 

Maximum amount (i.e. $847) [G] $847 $847 $847 

Lesser of Amounts E to G [H] $847 $300 $847 

Qualifying weekly remuneration per employee; Greater of Amounts D and H [I] $847 $300 $847 

Total number of eligible employees [J] 1 1 2 

Total Qualifying remuneration; Amount I multiplied by Amount J [K] $847 $300 $1,694 

Total for the claim period; Amount K multiplied by 4 (number of weeks in the claim period) $3,388 $1,200 $6,776 

Total Canada Emergency Wage Subsidy that XYZ Ltd. is eligible to claim for the claim period is: $11,364 
($3,388 + $1,200 + $6,776) 

Note: As can be seen from the above example, where the eligible remuneration is equal to or less 
than 75% of the baseline remuneration for an eligible employee, the employer is eligible for 100% 
wage subsidy in respect of that employee (in this case, salary paid to Ken in respect of the claim 
period). 
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Example 9 

Eliza and Abdi own a corporation, Alpha Ltd., that operates a take-out restaurant in Nova Scotia. They 
are working full time, each drawing a salary of $1,000 per week (baseline remuneration), and have 
four part-time employees, each earning $500 per week (baseline remuneration), for a total weekly 
payroll of $4,000. Eliza and Abdi have reduced their opening hours due to decreased demand for their 
service following the COVID-19 crisis and laid off two of their employees effective March 15, 2020. 
Following the announcement of the wage subsidy, they decide to re-hire them effective March 28, 
2020. Eliza and Abdi also decided to pay their two employees retroactively for the entirety of the time 
they had been laid off. However, these two rehired employees are not being asked to report to work 
during this challenging period and will be paid only $300 per week while the retained employees will 
be paid a weekly salary of $600, (both eligible remunerations). Alpha Ltd. did not receive any other 
subsidy or work-sharing benefits during the claim period, beginning March 15, 2020 and ending April 
11, 2020. 
 
If Alpha Ltd. is an eligible employer that qualifies for the wage subsidy, the qualifying weekly 
remuneration for the claim period is calculated as follows: 

Example 9 table  

  Retained 
employee 

Rehired 
employee 

Owners 

75% of eligible remuneration [A] $450 $225 $750 

Maximum amount (i.e. $847) [B] $847 $847 $847 

Nil, for non-arm’s length employees [C] N/A N/A $0 

Lesser of Amounts A to C [D] $450 $225 $0 

Eligible remuneration [E] $600 $300 $1,000 

75% of baseline remuneration [F] $375 $375 $750 

Maximum amount (i.e. $847) [G] $847 $847 $847 

Lesser of Amounts E to G [H] $375 $300 $750 

Qualifying weekly remuneration per employee; Greater of Amounts D and H [I] $450 $300 $750 

CPP withholdings eligible for refund; 5.25% of Amount I [J] $0 $15.75 $0 

EI withholdings eligible for refund; 2.212% of Amount I [K] $0 $6.60 $0 

Total of Amounts H to K [L] $450 $322.35 $750 

Total number of eligible employees [M] 2 2 2 

Total Qualifying remuneration; Amount L multiplied by Amount M [N] $900 $644.70 $1,500 

Total for the claim period; Amount N multiplied by 4 (weeks) [O] $3,600 $2,579 $6,000 

10% Temporary subsidy received for the claim period [P] $0 $0 $0 

Work-sharing benefit received for the claim period [Q] $0 $0 $0 

Amounts that reduce the wage subsidy; Amount P plus Amount Q [R] $0 $0 $0 

Canada Emergency Wage Subsidy that Alpha Ltd. is eligible to claim for the claim period; 
Amount O minus Amount R 

$3,600 $2,579 $6,000 

 
Total Canada Emergency Wage Subsidy that Alpha Ltd. is eligible to claim for the claim period is: 
$12,179 ($3,600 + $2,579 + $6,000) 
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1. My business qualifies for the CEWS for a period. Do I qualify automatically for the next 
period? 

Yes, to provide certainty to employers, once an employer is found eligible for a specific period (ex. 
March 15 -April 11), the employer automatically qualifies for the subsequent period (ex. April 12-May 
9). The employer can qualify for the second subsequent period (ex. May 10 -June 6), by meeting the 
revenue test for the second subsequent period (ex. May 10 -June 6) OR subsequent period (April 12-
May 9).  If an employer did not meet the revenue test for the first period (March 15 – April 11), then 
it can meet the second period (April 9 – May 12) by having a 30% reduction in revenue. 

2. How soon can I expect to receive my wage subsidy after applying? 

For most complete applications that pass CRA’s system validations, a payment will be issued 
automatically, though some applications may be selected for a pre-claim review. 

While delays may occur if additional review is required or the CRA needs to contact you, you can 
generally expect to receive your payment within 10 business days if you are registered for direct 
deposit on your payroll account. 

If you are not registered for direct deposit, please allow additional time for your cheque to be 
delivered by mail to the address on your payroll account.  To enroll for direct deposit or to update 
your banking information, go to Direct deposit. 

3. Are there any special T4 reporting requirements for the wage subsidy? 

Employers will be expected to report the amount of the wage subsidy that was used to pay each of 
their employees' salaries by using a special code in the “Other information” area at the bottom of the 
employees' T4 slips. More information on the T4 reporting requirements will be released before the 
end of the year. 

4. Will the wage subsidy be automatically applied against outstanding debt? 

No, wage subsidy payments will not be automatically applied against any outstanding debt you have 
with the CRA. 

However, the legislation gives the CRA the ability to administer the wage subsidy program fairly and 
reasonably and allows for a common-sense approach to dealing with situations that prevent 
compliance with our tax laws. 

The CRA does have the discretion to reduce the amount of the wage subsidy payment if an applicant 
owes or are about to owe a debt and the CRA determines there is a risk of not collecting all or part of 
your tax debt. 

https://www.canada.ca/en/revenue-agency/services/about-canada-revenue-agency-cra/direct-deposit.html?utm_campaign=not-applicable&utm_medium=vanity-url&utm_source=canada-ca_cra-direct-deposit
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5. Will the CRA withhold my wage subsidy because of outstanding returns? 

No, wage subsidy payments will not be automatically withheld because of outstanding returns under 
the Income Tax Act or the Excise Tax Act (as well as certain other tax related laws). 

However, the legislation gives the CRA the ability to administer the wage subsidy program fairly and 
reasonably and allows for a common-sense approach to dealing with situations that prevent 
compliance with our tax laws. 

The CRA does have the discretion to withhold the amount of the wage subsidy payment in cases where 
there is a significant history of not complying with a duty or obligation under our tax laws. 

6. Is there a special rule for the amount of wage subsidy that can be claimed if an eligible 
employee is employed by two or more eligible employers? 

Generally, there is no limit on the wage subsidy amount that an eligible employer may claim or the 
total number of eligible employees it could employ during the claim period. However, there is a special 
rule where an eligible employee is employed in a week by two or more eligible employers that do not 
deal with each other at arm's length.  In this situation, the total amount of wage subsidy in respect of 
the eligible employee for that week cannot exceed the amount that would arise if the eligible 
employee's eligible remuneration for that week were paid by only one eligible employer that qualifies 
for the wage subsidy. 

7. If a bonus is declared at year end to the owners of the company, will this bonus be included 
in the determination of the pre-crisis remuneration for the owners? 

It depends. If the bonus was paid on or before March 15, 2020, then it is included in the calculation, 
however it was not paid, then it is excluded from the calculation. 

8. Prior to March 15, 2020, I did not receive a salary from the company.  Subsequently, I have 
paid myself a salary of $5,000 per month and increased the salary to my spouse from $1,000 
per month to $4,000 per month.  Can the company receive the CEWS on these salaries? 

The company can only receive a wage subsidy equal to approximately $750 which is equal to 75% of 
baseline pre-crisis remuneration of $1,000 of your spouse.  If your company applies for and initially 
receives the wage subsidy on the $5,000 salary paid to you and the additional $3,000-paid to your 
spouse, you personally (as attester) may face penalties for gross negligence of 50% of the 
inappropriate amount being claimed.  The company would also need to fully repay that portion of the 
wage subsidy improperly claimed.  There are also penalties of up to 2 years in prison and 200% of the 
inappropriate amount claimed in certain egregious circumstances.   In addition, to the extent that CRA 
concludes that the amount paid to your spouse is not a reasonable, then a deduction for the 
unreasonable portion of her wages would be denied but your spouse would have to still include into 
their income.  Thus, this creates a double tax situation. 
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9. The company employs many independent contractors.  Can the company receive the CEWS 
on payments to independent contractors? 

No, the CEWS only applies to employees. 

10. What happens if my calculation of revenue decline is only 29% for April 2020.  Is there a 
partial entitlement? 

No, it is an all or nothing calculation.   

11. Is the CEWS taxable income? 

Yes, the usual treatment of tax credits and other benefits provided by the government applies. 
Therefore, the wage subsidy received by an employer is considered government assistance and is 
included in the employer's taxable income. 

Assistance received under either wage subsidy reduces the amount of remuneration expenses eligible 
for other federal tax credits calculated on the same remuneration. 

12. Can I claim the CEWS and the 10% Temporary Wage Subsidy (TWS)? 

Yes, however, any amount claimed under the TWS reduces the amount available to be claimed under 
the CEWS in that same period. 

13. What if my employees have applied for and are receiving the Canada Emergency Response 
Benefit (CERB)? 

To ensure that the Canada Emergency Response Benefit (CERB) applies as intended, The CRA is 
considering implementing an approach to limit duplication. This could include a process to allow 
individuals rehired by their employer during the same eligibility period to cancel their CERB claim and 
repay that amount. 

14. Can an individual employer who employs a nanny be eligible for the subsidy? 

No, there is no loss of revenue, which is part of the eligibility criteria. 

15. If my business meets the reduction of revenue percentages in 2020 for reasons other than 
COVID-19 pandemic, is it still eligible? 

Yes, there is no requirement that the loss of revenue must be linked to COVID-19. 
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16. My company is one of five members of a cost-sharing agreement.  The cost sharing entity 
is not incorporated but a bank account the payroll and other expenses shared by the group 
is paid out of.  The only deposits into bank account are from the five physician’s companies 
to cover the expenses.  Will the cost sharing entity be eligible for the CEWS? 

Under the legislation as it is currently written, it is NOT eligible to claim the CEWS as it is NOT an 
eligible entity.  If the cost-sharing entity was a corporation or partnership, then it would be classified 
as an eligible entity and would qualify for the CEWS provided the income threshold tests are met. 

17. My company is a corporation that is a member of a partnership?  My company has been 
paying me a salary.  The partnership’s revenue does meet the revenue decline thresholds.  
Does my company qualify for the CEWS? 

It is currently not clear from the Federal government’s guidance to date if your company would 
qualify.  Your company is entitled to partnership income (income net of expenses) and this amount is 
generally allocated at the END of the taxation year of the partnership.  Partner draws are NOT 
revenue. It is arguable that the partners oversee the business of the partnership and possibly be able 
to include their respective percentage of revenues.  More clarity is needed from CRA. 

18. Does revenue include the proceeds on the sale of capital assets received during the period? 

Generally, sales that give rise to capital gains/losses do not form ordinary income so would not be 
included in the revenue calculations. 

19. What if I am unsure if I meet the criteria for the CEWS initially? Can I apply later? 

Yes, the CEWS can be applied for until September 30, 2020. 

20. Does it make sense for me to wait to apply for the CEWS after I have determined monthly 
revenues for March to August 2020? 

If the business is not cash strapped from the pandemic, it may be advantageous to wait to apply for 
the CEWS.  As there are situations in which an employer may elect – such as choosing between January 
and February 2020 revenue versus the corresponding month of 2019, or for choosing cash accounting 
versus accrual accounting, an employer may wait until these periods are over to determine which 
elections are more advantageous to the company in order to maximize the CEWS benefits.   

As the CEWS is limited to the amount claimed in each application, it needs to be right the first time as 
no upward amendments are permitted.  The company has until September 30, 2020 to make the 
application. 
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21. If the accounting records for 2019 were prepared on an accrual basis but it is more 
advantageous to use the cash basis in 2020 for March to August 2020 to qualify for the 
CEWS, does the 2019 March to August periods and the January and February 2020 need to 
be recalculated on a cash basis? 

Yes, to be consistent with the March, April, May, June, July and August 2020 current periods. 

22. My company laid off many of its employees because it could not afford them, even though 
there was still some work for them to do.  Should I hire them back to come to work at a rate 
that is fully subsidized by the government? 

The company can hire the employees back and pay them $847 per week.  If $847 per week is less than 
75% of the employee’s baseline pre-crisis remuneration between January 1 – March 15, 2020, the 
employer may qualify for the CEWS of $847 per week thus covering the entire remuneration.  

However, it is still a business decision.  The business is still liable for the full payroll costs including 
employer portion of CPP and EI premiums.  Moreover, the business must have the cash flow upfront 
to fund the wages and associated costs before receiving the CEWS which may not be available until 
mid-May. 

23. My company laid off many of its employees because it could not afford them as there was 
no work for them to do.  Should I hire them back to come to work at a rate that is fully 
subsidized by the government? 

The company can hire the employees back and pay them $847 per week.  If $847 per week is less than 
75% of the employee’s baseline pre-crisis remuneration between January 1 – March 15, 2020, the 
employer may qualify for the CEWS of $847 per week thus covering the entire remuneration.    

In addition, the CEWS will also provide a 100% refund for the employer cost of CPP and EI with no 
maximum overall limit.  To qualify for this refund, the employee must be on leave with pay throughout 
a week but does not perform any work for the employer. 

However, it is still a business decision.  the business must have the cash flow upfront to fund the 
wages and associated costs before receiving the CEWS which may not be available until mid-May. 

 



75% Canada Emergency Wage Subsidy (CEWS)  
Frequently Asked Questions – Compliance & Penalties 
 

 

- 23 - 

1. How will the CRA Ensure Compliance? 

As with the CERB, the CRA is actively monitoring the situation to ensure that compliance with the tax 
laws is assured. 

The CRA will use a combination of automated queries and validation within its data, follow-up phone 
calls to verify certain elements of the claim when necessary, and more comprehensive post-payment 
reviews or audits.  The CRA will monitor the initial intake of claims and adjust its queries, as necessary. 
The extent of future post-payment reviews will depend on the conclusions the CRA reaches as it 
reviews the intake of claims. 

To maintain the integrity of the program and to ensure that it helps Canadians keep their jobs, 
employers would be required to repay amounts paid under the wage subsidy if they do not meet the 
eligibility requirements. 

2. What books and records do I need to support my claim? 

The CRA expects that you will maintain adequate books and records to ensure that your claim is 
accurate and complete, and clearly supports your eligibility for the wage subsidy for a claim period. 

Books and records include ledgers, journals, financial statements, contracts, elections, calculations or 
other working papers, payroll records, sales invoices and any other relevant document. For additional 
information about adequate records and recordkeeping, please see What are records and who has to 
keep them? 

To support the claim in your wage subsidy application that your revenue for a current reference period 
has declined sufficiently from the relevant prior reference period, adequate calculations should 
generally be prepared and maintained through working papers. In situations where a small employer 
does not maintain detailed monthly records, the CRA will be reasonable; however, any assumptions 
made in any calculation should be included in the documentation and available for review if 
requested. 

In addition to showing the calculation of the wage subsidy claimed for each eligible employee, the 
documentation maintained must also include an analysis of the nature of the remuneration. Dividends 
and other ineligible remuneration should be recognized and then clearly indicated as having been 
removed from the calculation. Supporting documentation should be retained. 

A signed attestation, and record of any elections made for the purposes of determining your qualifying 
revenue, must also be maintained and made available to the CRA upon request. 

3. Are there penalties for non-compliance? 

Yes. Due to a specific anti-avoidance rule, an employer will not be eligible to claim the wage subsidy 
for a current reference period if the employer (or a person or partnership that does not deal at arm's-
length with that employer) participates in a plan that has one of the main purposes of effectively 
reducing the employer's qualifying revenues for the current reference period to qualify for the 
subsidy. Where this anti-avoidance rule applies, the employer will be liable to a penalty equal to 25% 

https://www.canada.ca/en/revenue-agency/services/tax/businesses/topics/keeping-records/what-records-who-keep-them.html
https://www.canada.ca/en/revenue-agency/services/tax/businesses/topics/keeping-records/what-records-who-keep-them.html
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of the amount of wage subsidy that is claimed in its application and will have to pay back any wage 
subsidy that it received. If an employer knowingly, or under circumstances amounting to gross 
negligence, generally makes, or is involved in the making of a false statement or omission in its wage 
subsidy application for a claim period, the employer is liable to a penalty (commonly referred to as 
the “gross negligence penalty”) of up to 50% of the difference between the amount of wage subsidy 
that it claimed in its application and the amount of wage subsidy to which it is entitled. 

Penalties may apply in cases of fraudulent claims. The penalties may include fines or even 
imprisonment. 

Finally, if a person (such as an accountant or tax preparer) files or prepares the wage subsidy 
application on behalf of the employer, they could be subject to a third-party penalty under the Act, if 
they know, or would reasonably be expected to know, that the application contains false statements, 
including an omission of information. Third-party penalties are explained in detail in the CRA's 
Information Circular IC01-1, Third-Party Civil Penalties. 

4. Will the CRA publish a list of employers that have applied for the CEWS? 

Yes. The Act authorizes the CRA to publish the name of any eligible employer that makes an 
application for the wage subsidy. The CRA will provide updates regarding the timely publication of a 
list or registry of wage subsidy applicants. The process for making this information available is still 
under consideration. 

 

Disclaimer 

Please note.  These rules are still new and continue to evolve as the government continues to re-
evaluate the economic impact caused by the COVID-19 pandemic. We may still see changes or 
clarifications to the interpretations of the legislation relating to these measures – as well as new 
measures – as the government attempts to address the issues that have been raised by us and the tax 
community. Therefore, any analysis included herein, reflects our knowledge as of the date of last 
updated noted below and may no longer be applicable if changes do occur.  You should proceed with 
caution before making any decisions. This information was prepared as general information only and 
is not intended to be relied upon in any specific circumstances. We would be pleased to provide 
additional details or more specific advice if desired.  Please speak to your Flaim Wolsey Hall 
professional. 

 

Date last updated:  May 15, 2020 

https://www.canada.ca/en/revenue-agency/services/forms-publications/publications/ic01-1.html

