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New COVID-19 wage subsidies for Canadian employers
Upda ted  on  Apri l  9 ,  2020

T he  Governm ent o f  Canada  recen t l y announced  the  Canada  Em ergency Wage  Subsi dy i n  o rde r to  he l p  em p l oye rs keep  on  and  re tu rn  em p l oyees to
the i r payro l l  i n  response  to  the  cha l l enges posed  by COVID-19  and  the  resu l t i ng  shu tdowns.  On  Apri l  1 ,  Fi nance  M i n i ste r B i l l  M orneau  and  sen i o r
o ff i ci a l s f rom  the  Departm en t o f  Fi nance  re l eased  de ta i l s o f  the  new subsi dy.

What wage subsidies are now available to businesses?

T he  Governm ent o f  Canada  i s now o ffe ri ng  two  separa te  subsi dy p rog ram s to  busi nesses fo r a  pe ri od  o f  th ree  m on ths:

10  pe r cen t  subsi dy:  ava i l ab l e  to  a l l  e l i g i b l e  sm a l l  busi nesses (de f i ned  as non-p ro f i ts o r Canad i an -con tro l l ed  p ri va te  co rpo ra t i ons (CCPC) wi th  l ess
than  $15  m i l l i on  o f  taxab l e  cap i ta l ).  Busi nesses do  no t  need  to  show a  decl i ne  i n  revenue  fo r th i s p rog ram .

75  pe r cen t  subsi dy:  ava i l ab l e  to  any em p l oye r wi th  a  30  pe r cen t  decrease  i n  revenue  d rop  (o r 15  pe r cen t  fo r the  m on th  o f  M arch ).

Bo th  subsi d i es a re  ava i l ab l e ,  bu t  busi nesses m ust  choose  to  bene f i t  f rom  on l y one  subsi dy.  An  em p l oye r wh i ch  qua l i f i es fo r and  app l i es fo r bo th
subsi d i es (i .e . ,  an  e l i g i b l e  CCPC wi th  a  30  pe r cen t  d rop  i n  revenue) wi l l  see  a  reduct i on  i n  the  75  pe r cen t  subsi dy by the  am oun t g ran ted  by the  10
per cen t  subsi dy.

App l yi ng  to  bo th  p rog ram s m ay st i l l  be  bene f i ci a l  to  e l i g i b l e  busi nesses faci ng  cash  f l ow i ssues.  Because  the  10  pe r cen t  subsi dy i s a  reduct i on  o f
rem i t tances owed , wh i l e  the  75  pe r cen t  subsi dy i s pa i d  re troact i ve l y.

What do we know about the new 75 per cent subsidy?

Who is eligible?

T he  Canada  Em ergency Wage  Subsi dy app l i es to  p ri va te  busi nesses wh i ch  a re  no t  funded  by the  governm ent (i ncl ud i ng  so l e  p rop ri e to rsh i ps,
co rpo ra t i ons and  pa rtne rsh i ps) faci ng  g ross revenue  decl i nes o f  30  pe r cen t ,  as we l l  as any non-p ro f i ts and  chari t i es tha t  see  si m i l a r decl i nes i n
revenue .

T he  fo l l owi ng  en t i t i es do  no t  qua l i fy:

T he  wage  subsi dy wi l l  cove r up  to  $847  pe r week pe r em p l oyee ,  i .e . ,  75  pe r cen t  o f  an  annua l  sa l a ry o f  $58 ,700 .  In  e ffect ,  em p l oye rs a re  e l i g i b l e
fo r a  subsi dy o f  up  to  100  pe r cen t  o f  the  f i rst  75  pe r cen t  o f  p re -cri si s wages o r sa l a ri es o f  exi st i ng  em p l oyees who  a re  pa i d  up  to  $58 ,700  pe r yea r.

Em p l oye rs a re  a l so  e l i g i b l e  fo r a  subsi dy o f  up  to  75  pe r cen t  o f  sa l a ri es and  wages pa i d  to  new em p l oyees.

T here  i s no  l i m i t on  the  ove ra l l  subsi dy am oun t an  em p l oye r can  cl a i m .

Are employers required to top-up the “remaining” 25 per cent of the employee’s remunerat ion?

T he  Departm en t o f  Fi nance ’s Backgrounder sta tes tha t  em p l oye rs m ust  m ake  the i r best  e ffo rts to  top -up  em p l oyees’ sa l a ri es to  b ri ng  them  to  p re -
cri si s l eve l s.

Can an employer pay employees and be eligible for this  program even if the employee does not perform work?

T here  does no t  appear to  be  an  act i ve  work requ i rem en t,  bu t  the  em p l oye r wi l l  need  to  m ee t a l l  o the r requ i rem en ts o f  the  p rog ram  –  i ncl ud i ng  the
30  pe r cen t  (o r 15  pe r cen t) decrease  i n  revenues requ i rem en t.  Em p l oye rs shou l d  consu l t  wi th  the i r l ega l  advi so rs on  the  i m p l i ca t i ons o f  th i s,
i ncl ud i ng  se t t i ng  cl ea r expecta t i ons wi th  em p l oyees wi th  respect  to  the  te rm s o f  em p l oym ent du ri ng  any non-act i ve  worki ng  pe ri od ,  expecta t i ons o f
be i ng  asked  to  work du ri ng  th i s pe ri od  and  i m p l i ca t i ons on  bene f i t  p l an  pa rt i ci pa t i on  wi th  se rvi ce  p rovi de rs.

How will payroll contribut ions be affected?

On Apri l  8 ,  the  governm ent announced  an  expansi on  o f  the  CEWS prog ram  th rough  re funds o f  ce rta i n  payro l l  con tri bu t i ons.  Em p l oye r con tri bu t i ons
to  the  EI ,  CPP, QPP, and  QPII  paym ents fo r e l i g i b l e  em p l oyees wi l l  be  repa i d  to  the  em p l oye r fo r any em p l oyee  who  i s be i ng  pa i d  wh i l e  on  fu l l
l eave  f rom  work.  Em p l oye rs m ust  co l l ect  and  rem i t  such  p rem i um s as pe r usua l ,  app l yi ng  fo r a  re fund  a t  the  sam e t i m e  tha t  they app l y fo r the
CEWS.

What const itutes salary or wages for the purposes of the subsidy?

El i g i b l e  rem unera t i on  i ncl udes sa l a ry,  wages,  and  o the r rem unera t i on  fo r wh i ch  em p l oye rs a re  requ i red  to  wi thho l d  and  rem i t  am oun ts to  the  CRA,
bu t  does no t  i ncl ude severance  pay,  stock op t i on  bene f i ts o r taxab l e  use  o f  busi ness asse ts (e .g .  m o to r veh i cl es).

T he  wage  subsi dy wi l l  app l y to  a l l  non -a rm ’s l eng th  em p l oyees who  a re  on  payro l l  be fo re  M arch  15 ,  2020 .

For em p l oyees who  do  no t  dea l  a t  a rm ’s l eng th  wi th  the  em p l oye r (such  as fam i l y m em bers),  the  subsi dy am oun t i s l i m i ted  to  e l i g i b l e  rem unera t i on
pa i d  i n  any pe ri od  be tween  M arch  15  and  June  6 ,  2020 ,  to  a  m axi m um  bene f i t  o f  $847  pe r week o r 75  pe r cen t  o f  weekl y p re -cri si s rem unera t i on .
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ttps://www.canada.ca/en/department-finance/economic-response-plan/wage-subsidy.htm


How will the decline in revenue be determined?

For com pari son  pu rposes,  revenue  m eans g ross revenue  f rom  a rm ’s l eng th  sources ca l cu l a ted  usi ng  the  em p l oye r’s no rm a l  accoun t i ng  m ethod ,  and
excl udes revenues f rom  extrao rd i na ry i tem s o r am oun ts on  accoun t  o f  cap i ta l .

T he  m on th l y decl i ne  fo r each  o f  M arch ,  Apri l ,  and  M ay 2020  wi l l  be  de te rm i ned  wi th  re fe rence  to  the  sam e m on th  l ast  yea r (i .e . ,  i n  2019).  T h i s
decl i ne  wi l l  be  used  to  de te rm i ne  e l i g i b i l i ty fo r each  “cl a i m  pe ri od ” i n  the  fo l l owi ng  tab l e :

 Cl a i m i ng  pe ri od Refe rence  pe ri od  fo r e l i g i b i l i ty

Peri od  1 M arch  15 -Apri l  11 M arch  2020  ove r M arch  2019

Peri od  2 Apri l  12 -M ay 9 Apri l  2020  ove r Apri l  2019

Peri od  3 M ay 10 -June  6 M ay 2020  ove r M ay 2019

 

T he  Departm en t o f  Fi nance  has acknowl edged  tha t  i t  wi l l  be  t ri cky to  de te rm i ne  the  am oun t o f  the  decl i ne  fo r non-p ro f i ts and  busi nesses wh i ch  a re
e l i g i b l e  fo r the  subsi dy bu t  rece i ve  som e governm ent fund i ng .  As such ,  on  Apri l  8 ,  2020 ,  the  Pri m e  M i n i ste r announced  tha t  cha ri t i es and  non-
p ro f i ts m ay choose  whe the r o r no t  to  i ncl ude  governm ent sou rces o f  i ncom e such  as g ran ts i n  ca l cu l a t i ng  the i r decl i ne  i n  revenue .

T he  governm ent has a l so  announced  on  Apri l  8 ,  2020  tha t  ce rta i n  qua l i fyi ng  ru l es wi l l  be  re l axed  fo l l owi ng  consu l ta t i ons wi th  stakeho l de rs.  Under
these  ru l es,  busi nesses m ay choose  to  com pare  the i r revenues wi th  p revi ous m on ths i n  2020  (i .e . ,  January o r February) ra the r than  com pari ng
e l i g i b l e  i ncom es to  the  p revi ous year.

On  Apri l  8 ,  2020 ,  the  M i n i ste r o f  Fi nance  announced  tha t ,  fo r the  pu rposes o f  ca l cu l a t i ng  revenues,  busi nesses can  op t  to  m easure  revenue  on  usi ng
accrua l  m e thods (i .e . ,  when  revenue  i s ea rned) o r cash  basi s accoun t i ng  (i .e . ,  when  revenue  i s rece i ved) to  ensure  tha t  m ore  en te rp ri ses a re  e l i g i b l e
fo r the  p rog ram . T he  governm ent wi l l  re l ease  fu rthe r gu i dance  app l i cab l e  to  co rpo ra te  g roups,  non-a rm ’s l eng th  en t i t i es,  and  j o i n t  ven tu res.

How do new businesses, s tart-ups and seasonal businesses qualify?

T hese  busi nesses wi l l  l i ke l y be  ab l e  to  p i ck an  a l te rna te ,  reasonab l e  po i n t  o f  com pari son  p ri o r to  the  cu rren t  M arch ,  Apri l ,  M ay pe ri od .  Fu rthe r
de ta i l s wi l l  be  re l eased  on  th i s i ssue .

What are businesses required to do?

Busi nesses a re  requ i red  to  reapp l y fo r the  subsi dy each  m on th .

A po rta l  wi l l  be  estab l i shed  on  the  CRA websi te  and  busi nesses can  app l y th rough  the i r “M y Busi ness Accoun t . ”

Em p l oye rs m ust  con f i rm  tha t  they a re  e l i g i b l e  em p l oye rs and  a t test  tha t  they a re  do i ng  eve ryth i ng  possi b l e  to  pay the i r em p l oyees the  rem a i n i ng  25
per cen t  o f  sa l a ri es (bu t  do  no t  actua l l y have  to  pay the  rem a i n i ng  25  pe r cen t  o f  em p l oyee  sa l a ri es i f  th i s i s no t  possi b l e ).

T here  wi l l  be  severe  pena l t i es fo r abusi ng  th i s “h i gh -t rust” system . However,  the  de ta i l s o f  m on i to ri ng  and  pena l t i es a re  ye t  to  be  de te rm i ned .

Are employers legally  required to recall employees that we have temporarily  laid off?

In  genera l ,  no ,  and  the re  i s no th i ng  i n  the  Departm en t o f  Fi nance ’s p ress re l ease o r Backgrounder i nd i ca t i ng  tha t  the re  wou l d  be  an  ob l i ga t i on  to
reca l l  l a i d  o ff  em p l oyees.

Does the wage subsidy affect the legal rights of employers to temporarily  lay off employees that are not yet laid off?

Depend i ng  on  the  ci rcum stances,  the  wage  subsi dy m ay a ffect  such  ri gh ts.  Speci f i c l ega l  advi ce  i s h i gh l y recom m ended , as the  answer to  th i s
quest i on  wi l l  be  fact-speci f i c.

Should employers take specific  act ion on the basis of this  subsidy prior to the release of further details?

T he  Fi nance  M i n i ste r descri bed  th i s as $71  b i l l on  p rog ram . Som e de ta i l s o f  the  p l an  a re  st i l l  ou tstand i ng ,  i ncl ud i ng  fo r non-p ro f i ts and  chari t i es.
Em p l oye rs a re  advi sed  to  consu l t  wi th  l ega l  advi so rs be fo re  taki ng  any act i ons (i ncl ud i ng  l ayo ffs o r reca l l i ng  em p l oyees who  have  been  l a i d  o ff )
wi th  respect  to  the  75  pe r cen t  wage  subsi dy p rog ram .

How and when will businesses receive the subsidy?

M i n i ste r M orneau  and  sen i o r Fi nance  o ff i ci a l s est i m a ted  tha t  paym ents wou l d  be  p rocessed  i n  th ree  to  si x weeks,  wi th  si x weeks be i ng  the  "worst
case  scenari o " .  However,  the  p ress re l ease  i nd i ca tes tha t  paym ents wi l l  take  up  to  th ree  m on ths.

A po rta l  wi l l  be  com i ng  on l i ne  i n  the  next  two  to  fou r weeks.

Busi nesses m ust  pay fo r wages and  adm i n i ste r payro l l  as usua l  (i .e . ,  ne t  o f  E I  and  CPP) and  wi l l  app l y fo r the  subsi dy re troact i ve l y.

How much will this  program cost?

T he  wage  subsi dy i s the  l a rgest  econom i c p rog ram  from  the  Governm ent o f  Canada .

I t  i s est i m a ted  tha t  the  wage  subsi dy wi l l  cost  $71  b i l l i on  and  reduce  the  cost  o f  the  CERB to  $24  b i l l i on .

ttps://www.canada.ca/en/department-finance/news/2020/04/government-announces-details-of-the-canada-emergency-wage-subsidy-to-help-businesses-keep-canadians-in-their-jobs.htm


 On  Apri l  8 ,  2020 ,  Pri m e  M i n i ste r T rudeau  advi sed  tha t  ce rta i n  qua l i fyi ng  ru l es wou l d  be  re l axed  fo l l owi ng  consu l ta t i ons wi th  stakeho l de rs.  Busi nesses
wi l l  now have  to  show tha t  they have  a  decl i ne  o f  15  pe r cen t  i n  revenues i n  the  m on th  o f  M arch .
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