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INTRODUCTION AND O VERVIEW
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Introduc tion

 The Canada Emergency Wage Subsidy (“CEWS” or
“the subsidy”) wasenacted by BILLC-14 2020
COVID-19 Emergency Response Act, No. 2 (S.C.
2020,c.6) which received RoyalAssent on Apnl 11,
2020.

 The purmpose ofthe program isto help employers
keep and retum workers to theirpayroll through the
challenges posed by the COVID-19 pandemic.
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CRA CEWSmfommation sources

https://www.canada.ca/en/revenue-
agencyv/serices/subsidv/emergency-wage-
subsid v.html

e C-13 RA March 25, 2020
. Reg.111—May 13,2020
« C-14 RA Apnl 11, 2020
- Reg.8901.1— May 13,2020

« Department of Finance Backgrounders dated April
11,2020 and May 15, 2020.

« FAQ, Application Guide, and CEWS Calculator
« BillC-17 tabled June 10, 2020.

« TIRDdatabase
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Basic struc ture of the CEWS
“Qualifying revenue”

The subsidyisavailable to an eligible entity that saw
a declne ofatleast 15%of its qualifying revenue in

March 2020 and 30% ineach of Apriland May 2020
compared to a pnorreference penod.

The percentage dechne in quaklfying revenue for
the subsequent penodshasyetto be announced.

Itisnotnecessary to show that the quahfying
revenue declne isrelated to the COVID-19
pandemic.

Generally, qualfying revenue ansesfrom ordinary
activitiesin Canada excluding non amm's-length
SO urc e s.
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Basic struc ture of the CEWS
“Qualifying penods”

The program providesa wage subsidy on the
eligible emuneration paid by an eligible entity that
qualifies, to each eligible employee fora qualifying
penod.

Three fourweek qualfying perods, be ginning
March 15, 2020 and ending June 6, 2020.

Additionalqualfying penodsmay be added,
ending no laterthan September 30, 2020.

On May 15, 2020, three additionalquahfying penods
were announced, extending the program to August
29, 2020.
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Basic struc ture of the CEWS
“Subsidy ¢ alc ulation”

 Generally, the subsidy amountis 76% of
remuneration paid, to a maximum of $847 per
week.

 'The subsidyisnotavailable mrespect of newly hired
non-amm’slength employees.

e The detailsofthe calculation wilbe discussed later
m this ¢ o urse.
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Basic struc ture of the CEWS
“Key provisions”

The subsidyiscomputed undersubsection
125.7(2), which also deems the subsidyto be an
overpaymenton accountofthe qualfying
entity’ s Pa1t I1tax ha b ihty.

Thisdeemed overpaymentisincluded i
amended paragraph 152(1)(b).

Refund undersubsection 164(1.6)
Subsection 164(1.61) applesto partnerships

De finitio nsused forthe purpose ofthe CEWS
subsidyare found in subsection 125.7(1).
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Basic struc ture of the CEWS
“Applic ations”

Applcationsare made using the CRA’s My
Business Account portal, ora web-based
applicatonlbcated atthe “How to apply” Ink
on the website shownon shde 5.

Among the conditionsto be metinapplying for
the subsidy, the mdividualpmncipally
responsible forthe fmancialac tivitie s o f the

entity hasto attest thatthe applicatonwas
complete and accurate mallmatenalrespects.

Applcationscanbe amended after submissio n.

10

000116



QUAIIFYING FORTHE CEWS
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Subsec tion 125.7(1)
“eligible entity” me ans

(a)a comporation,otherthana corporation
exemptfrom taxunderPart]

(b) anindividual(inc uding a trust),
(c) aregistered chanty,

(d) certam tax-exemptentitesbecause of
paragraph 149(1)(e), (3), (k) or(l),

(e) a parnership,each memberofwhichisan
elgible entity, or
(f) a prescnbed organization.

A public institution isnotan eligible entity.
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Prescibed organizations found in
paragraphs(a) —(f) of Regulation 8901.1

(a) -(c) Certain Indigenous govemment-owned
corporationscanying on a business, and partnerships
where the partners are an Indigenousgovemment
and eligible entities.

(d) partnerships where interests held by non-eligible
entitiesdo notexceed 50 percent ofthe fairmarket
value of all interests in the partnership throughout the
qualifying pernod.

(e) a registered Canadian amateur athle tic
associationora registered joumalism organization.

(f) person orpartnership that operates a pnvate
schoolorpnvate college.
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Tax-exempt trustsannounced May 15, 2020

 Thusts with emplyeesmaybe eligible forthe

CEWS, subjectto the folowing added
exc e ptions:

 Incases where the trustisa tax-exempt entity
(otherthan a pubhlc mstitution), it would qualfy
onlyifitisa registered chanty orone ofthe other
typesofelgible tax-exempt entities.

* In cases where the trust isa pubhc mstitution, it
would qualfy onlyifitisa prescnbed
o 1g aniza tio n.
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Subsec tion 125.7(1) a “qualifying e ntity”
iIsan eligible entity that:

(a) makes an application forthe qualifying penod in
prescribed form and mannerbefore October 2020

(b) the individualwho has pnncipalresponsibihlity for
the eligible entity'sfinancial ac tivities atte sts that
the applcation mentioned above iscomplete
and accurate mallmatenalrespects

(c) expenienced the required reduction mrevenue for
one ormore qualfying period

(d) had anopen paymwllprogram account on March
15, 2020
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Paragraph (c) of the definitionof
“qualifying entity”

[N & ] L]

Paragraph(c) of the definition ot “qualfying
entity” re q uire s the qualifying revenue for
the cunrent reference penod be equalto or
le ss than the specified percentage of its
qualifying revenue forthe pnorreference
penod.
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Relevantpenods

Qua lifying
Permod
March 15 to
Aprl 11, 2020

Apnl 12 to
May 9, 2020

May 10 to
June 6, 2020

Specified
Percentage

85%, me aning
a15% declne

70% meanng a
30% declne

70% meanmng a
30% dec line

Current and Pror
reference perod under
the generalappmwach

March 2020 over
March 2019

Apnl 2020 over
Apnl 2019

May 2020 over
May 2019

Curment and Pror
reference perods
underthe altematve
approach

March 2020 over
average of

January and
February 2020

Apnl 2020 overaverage
of January and
February 2020

May 2020 overaverage
of Januaryand
February 2020
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Example — Altemative Approach

 Entity beganoperationsdJanuary 14, 2020.

« Ttalqualifying revenueseamed in January
and February 2020 wa s $90,000.

« Average qualifying revenue forthe two months
$57,44710.5 x 90,000 x (60/47)].

* Qualifying revenue forMa e h 2020 is $39,600.
« $39,600/ $57,447 = .689 0r68.9%
« Specified percentage =85%

e 68.9% 1s less than 85% therefore the revenue test
hasbeen met.
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Sub sec tion 125.7(9) - Deemed to qualify

 An eligible entity meeting the revenue test n
paragraph(c) ofthe definition of “qualfying
entity” in subsection 125.7(1) m respectofa
patticularpenod isdeemed to meet the
revenue test forthe immediately fo llo wing
qualfying penod.

e Eisnotdeemed to meet the revenue test for
the second folo wing penod.
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Amalgamations

BillC-17 ncludesprmposed kegislation that
allowscormporationsformed onan
amalgamationoftwo ormore predecessor
cormporationsunderss. 87(2) (orwhere a
comporationis wound up into anotheron a tax-
deferred basis(ss. 88(1)), to compute therr
qualfying revenue forthe relevantreference
penod using theircombined revenues.

Thisdoesnotapplyifitisreasonable to consider
that one of the mam purposesforthe
amalgamation (orthe winding up) isto qualify
fo rthe CEWS
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RULES FO R Q UALIFYING REVENUE
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Subsection 125.7(1)
“Qualifying revenue” preamble

The mtlowofcash, receivablesorother
consideration ansing in the course of the
ordmmaryactiviiesofthe eligible entity —
generally from the sale ofgoods, the rendenng
ofserwicesand the use byothersofresourcesof
the eligible entity — m Canada inthe particular
perod,
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Qualifying revenue paragraphs(a) & (b)

- Paragraph(a) refersto eligible entities that are
registered chantiesand paragraph(b) refers to
certameligible entiies that are tax-exempt.

Forregistered chanties, evenue flom a related
business(asdefined m subsection 149.1(1)),
oifts, and otheramountsreceived in the course
ofordmaryactiviiesare included in qualifying

revenue
Fortax-exempten

A |

le s, membership fees and

otheramountsreceived m the course of
ordinaryactivities are inc luded in qua lfying

revenue
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Qualifying revenue e xc lusions
paragraph (c)

The CRA generally expectsan exttaordmary item
to meet allthree ofthe following c harac tenstic s:

Are notexpected to occurreguladyor
fre q ue ntly within severalyears.

Are nottypicalofthe nomalac tivitie s o r risks
inherent in the nomaloperationsofthe entity,
and

Are primanlyoutofthe contmlofownersor
management.
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Qualifying revenue e xc lusions
paragraph (d)

Revenue from non-am’slength paries

* Where personsare notrelated to each other,
the amm’slength determmationisa questionof
fact.

« Fachtransactionorsenesof transactions must
be examined on its o wn ments, in light ofall the
factsand cicumstancesofthatparticular
situa tio n.
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Qualifying revenue e xc lusions
paragraph (d) and partnerships

Income Thx Folio S1-E5-C1, “Related Persons and
Dealng at Amm's Iength” providesguidance.

IiInkIhcome Tax Folo S1-F5-C1 Related Persons and
Deahng at Aim's Iength

The detemmination of whether a partnership isdealing
atam’slength with a person who isnot a partner will
generally be made onthe basisofthe relationship of
the directing mindsofthe partnership and the person
at the relevant time.

26 000132



Qualifying revenue e xc lusions
paragraph (e)

* The defmition of“qualfying revenue” excludes
the CEWSitself and the 10% Temporary Wage
Subsidy forEmplyersthatwasenacted by Bil
C-13and whichreceived RoyalAssenton
March 25, 2020.
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Sub sec tion 125.7(4)
Computation rule s for“qualfying revenue”

Qualfying revenue isto be determimed m
accordance with the entity’ s normalaccounting

practices.

(a) Special
(b) Special
(c)Special
(d) Special

However,certam specialrmulesapply.
rule forconsolidated groups

rule foraffilated groups

rule forjointventures

rule fortaxpayersthatdenve allor

substantially alloftherrevenue from non-am’s
length personsorparnerships

(e)Canelectto use cash method.
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Paragraph (a) of subsec tion 125.7(4)
Consolidated group

Where a group ofeligible entities generally
preparesconsolidated financialstatements in
accordance with thernomalaccounting
practices, each entity in the group willnomma lly
detemine its q ualifying revenue in accordance
with those consolidated statements. However,
under paragraph 125.7(4)(a), the membersof
the consolidated group may allematively
determine their qualifymg revenuessepamately.
16 use thisallemative method, every member
ofthe g up must detemine its q ua lifying
revenue onthatseparate basis.
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Example Paragraph (a) of subsection
125.7(4)

Qualifying | Qualifying Specified
Revenue Revenue Percentage
Marxch2019 | March2020

Comp A $1,000,000 $1,000,000 1.00r100% .850r85%
(0% declne)

CopB $1,000,000 $800,000 0.80r80% .850r85%
(20%declne)

Consolidated $2,000,000 $1,800,000 0.90 0r90% .850r85%
(10%declme)
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Paragraph (b) of subsec tion 125.7(4)
Affihlated group

Under paragraph 125.74)(b), fanelgible
entity and each memberofan affilated group
ofelgible entities of whic h the eligible entity isa
memberjointly elect, the qualfying revenue of
the affilated group,detemmined on a
consohldated basisinaccordance with relevant
accounting pmnciplks,isto be used foreach
memberofthe group. Thisrule appleseven if
one ormore membersofan affilated group
may have no revenue to reportin the qualfying
penod.
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Example Paragraph (b) of subsection
125.7(4)

Qualifying | Qualfying Specified
Revenue Revenue Percentage
March2019 | March 2020

Comp A $200,000 $200,000 1.00r100% .850r85%
(0% declne)

CopB $200,000 $100,000 0.50r50% .850r85%
(50%declme)

Consohdated $400,000 $300,000 0.750r75% .850r85%
(25%declme)
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Paragraph (c) of subsection 125.7(4)
Joint ve nture

Under paragraph 125.7(4)(c ), if allof the
interestsin an eligible entity are owned by
pamticipantsin a jomtventure and allor
substantially allofthe qualfymg revenue of the
eligible entity isinrespectof the joint venture,
then the eligible entity may use the qualfying
revenuesofthe jomtventure (determmed asif
the jont venture were aneligible entity), mstead
ofits qualifying revenues, to detemmme if it
expenenced the required reduc tion m re ve nue
inorderto qualify forthe wage subsidy.
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Paragraph (d) of subsec tion 125.7(4)
All orsubstantially all NALQR

 Thisprovisionmay apply where an eligible entity
denvesallorsubstantially allof its qualifying reve nue
from one ormore particular persons orpartnerships
with which tdoesnotdealat am's length.

 Ifthe ehgible entity and each of these particular
persons orpartnerships with which itdoesnotdeal
at amm's length jointly elect, the eligible entity’s
qualfying revenue forthe priorreference penod is
deemed to be $100and a weighted-average
approach isused to detemrmine qualfying revenue
forthe cumrent reference penod.
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Example —Cormp X

 Totalrevenue forMar h 2020:
« $400 from non-am’slength Comp Y
« $1,000 from non-am’slength Corp Z
« $50 amms length

¢ $1,400/1,450 = 96.6% = “allorsubstantially al’

« Comporation Ysqualfyng revenue forMarh
2020 wa s$1,000 and forMarch 2019 was $1,500.

 ComporationZsqualfying revenue forMarch
2020 was $1,300 and forMarch 2019 was $2,000.
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Qualfying revenue —Cormp X

Qualfying revenue calkulation
* hrlatonto ComporationY:
e $100 x $400/%$1,400x $1,000/%$1,500
e =19
* Inhrlatonto ComporationZ:
« $100x$1,000/$1400x $1,300/%$2,000
« =46
 Weighted average is $65 ($19+$46)
* 65/100 = 65% whichis lessthan 8% specified %
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Paragraph (e) of subsection 125.7(4)

If the nommalaccounting practice ofaneligible
entity isthe accrualmethod, the entity may
electto calculate its qualfymg revenue under
the cashmethod asdescnbed m subsection
28(1) ofthe IA, butnota combmationofboth.

Where the eligible entity nommally de te rmines its
qualfying revenue underthe cash method, it
cannotelectto use the accrualmethod.

The election applesforall qualifying perods.
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CALCUIATING THE WAGE SUBSIDY
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Subsection 125.7(2) computation

The amount of the subsidyisprovided by the
formula found in subsection 125.7(2), whic h is:

A-B-C+D

Where

« A-basic subsidy

* B-10%Temporary Wage Subsidy forEmployers
amo unt

 C - Elwork-sharng benefit amount

* D-refund ofemployerpaid CPP, EL, QPP and
QPIPpremiumsforemployeesonleave with pay.

Paragraphl125. 7(5)(b) applesifemployee works for
two ormore qualfying non-amm’s length entities.
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Vanable A basic subsidy amount

Vanablk Arepresentsthe totalofallamounts eachofwhichisforan
eligible employee mrespectofa weekina qualifying period,equal
to the greaterof:

(a)the leastof:

75% of the eligible emunemtionpaid to the eligible employee
mrespectofthatweek,

$847 and

Nil, if the eligible employee isnon-am’slength with the
e ligib le entity, and

(b) the leastof:

eligible emunerationpaid to the eligible employee in
respectofthatweek,

$847 and

75% of the eligible employee 'sbaseline rmunemtion
determmed forthatweek.
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Higible ermuneration

Fligible emuneration ofan eligible employee
means amounts actually paid to the employee as
salary, wages, and otherremuneration, certain
taxable benefits, fees, commissionsorother
amounts paid forservices. These are amounts for
which an eligible entity would generally be required
to make paymlldeductionsto be remitted to the
CRA.

Retinng allowances and stockoption benefits under
paragraphs 7(1)(a) to (d.1) are specifically
excluded from the definitionofehgible
remuneration by virtue of paragraphs (a) and (b).
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Baseline remuneration

In respectofanelgible employee ofaneligible
entity, b ase line re muneration me ans the
average weeklyeligible remuneration paid to
the eligible employee by the eligible entity
dunng the penod thatbeginson January1,
2020 and endson Marh 15, 2020, e xc lud ing
anypenod ofsevenormore consecutive days
forwhic h the employee wasnotremunerated.
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Baseline ermuneration changes BillC-17

An altemative method fordetemmmmg b aselne

remuneration wasannounced on May 15, 2020.

Thisalowsentities to choose one oftwo penods

when cal ulating the baselne emunerationof

theiremplyees.

« average weekly emuneration paid to the
employee from January 1 to March 15 0f2020 or,

« average weekly emuneration paid to the
employee from March 1 to May 31 of 2019,

* inboth casesexcluding any period ofseven or
more consecutive days without re mune ratio n.
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Vanable A —basic subsidyisequalto
greaterof paragraph (a) and (b)

* The subsidyiscomputed onanemplbyee-by-
emplyee and week-by-weekbasis.

* The basic subsidyamountfora particular
eligible employee fora particularweekisequal
to the greaterofthe amountsdetermmed
underparagraph(a) of Vanable A and
paragraph(b) of Vanable A msubsection
125.7(2).
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Example amm’slength employees

« XYZItd. hasthree emplbyees. The weekly
baselne remuneration and eligible
remuneration paid mrespectofeachweekof
a qualfying penod to eachisasfollows:

 Employee #1 $1,200/weekbaseline
 Employee #2 $1,000/weekbaseline
 Employee #3 $500/weekbaselne
 Employee #1 $1,200/weekelgible
 Employee #2 $750/weekeligible
 Employee #3 $500/weekeligible
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Paragraph (a) amount

Vanable A Employee #1 | Employee #2
Greaterof(a)

and (b)

(a)Isthe least $847 $562.50

of:

(a)(1) 75%of $1,200x75% = $750x 75% =
eligible $900 $562.50
remuneration

(a)(1) $847 $847 $847

(a )(1ii) nilif Notapplicable Notapplicable
employee not toam’slength to amm’slength
atam’slength employees employees

Employee #3

$375

$500 x 75=
$375

$847

Notapplicable
to amm’slength
employee
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Paragraph (b) amountand companson

Vanable A Employee #1 |Employee #2 | Employee #3
Greaterof(a)
and (b)

47

(a)Isthe least $847 $562.50

of:

(b)Isthe least $847 $750

of:

(b)(1) eligible $1,200 $750

remuneration

paid

(b)(1) 75%of $900 $750

b aselne

remuneration

(b )(iii) $847 $847 $847

4weektotal $847x4 = $750x4 =
$3,388 $3,000
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Example non-amm’slengthemployee

Katherne isthe ownermanagerof XYZInc.
XYZ Inc . is a qualfying entity.

The baselne weekly emuneration that XYZInc.
paid to Kathenne was:
e Scenario #1 $500.

e Scenario #2 $0.

Katherne also nomally receivesa dividend of
$2,000 permonth from XYZInc .

Foreachofthe fourweeksma particular
qualifying perod, XYZpaid eligible
remuneration to Kathenne of $700 perweek
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Example non-amm’slengthemployee

Vanable A greaterof(a) | Scenano #1 Scenano #2
and (b)

Ieastof(a) (1), (i) and NILby virtue of

(1m)

(a)(m)

leastof(b)(1),(i) and (i) $375

(b)(i) eligible $700
remuneration paid

(b )(1)75% o fb a se Ine 75% x $500 = $375
remuneration

(b )(iii) $847 $847
4weektotal $375x4 = $1,500

NILby virtue of
(a)(im)

$0
$700

75%x$0=0

$847
$0
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Vanable B10% Temporary Wage Subsidy
forEmployers

* The 10%'lemporary Wage SubsidyforEmployers
wasenacted by Bill C-13 (RA Marc h 25, 2020).

« Amountiscomputed undersubsection
1563(1.02) withoutthe need to file an
application.

* Higible employerscalulate the subsidyand
reduce the amountofpayrmlldeductions
required to be remitted to the CRAbyup to
10% of emunerationpaid to eligible employees
from March 18 to June 19, 2020, to a maximum
0f$1,375 pereligibl emplbyee and $25,000 per
elgible employer.
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Example 10% Temporary Wage Subsidy
forEmployers

* Assume thatthe 10% Temporary Wage Subsidy
for Emplo ye 1s using the 10% rate is $2,050 on
remuneration paid from Apnl 12 to May 9, 2020.

« $1,050 offederal provincial ortenito nalinc ome
tax withheld from employeesforthatpenod.

* The eligible emplyercanrduce a future
paywlremittance by $1,000 nrespectofthe
balance evenifthat remittance isin respectof
remuneration paid afterMay 9, 2020.

 The CEWSclaim forthe same penodisreduced
by the entire amountof$2,050.
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Vanable C work-sharmmg program

* OnMarmrh 18, 2020, the Govemment
announced an extension ofthe maximum

duration ofthe work-sharmmg program from 38
weeksto 76 weeksforemplyersaffected by

COVID-19.

UnderVanable C ofthe formula found in
subsection 125.7(2), emplo yment msurance
benefitsreceived byelgible emplbyeesfor
each weekin the qualfying penod through the
Wo k-Sha nng pmgramreduce the benefitthat

a qualfying en

J

yisen

]

led to receive In

respectofthatemplyee underthe CEWS
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Vanable D additionalsubsidyofcertamn
sourc e deduc tions

* Vanabl Dreflectsanadditionalsubsidythatis
equalto 100 percentofcetamemployerpaid
orpayable contilbutionsforelgible emplyees
foreach weekin the qualfying penod
throughoutwhich those emplbyeesare on
leave with pay.

 fa re-hired employee performsany workfor
the entity in a weekdunng a qualfymg penod,
the entity wilnotbe entitled to claim a refund
ofemplbyercontnbutionsto CPPand EL
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Example

 Alpha Itd.isa qualfying entity forthe CEWS and
also qualfiesforthe 10% Temporary Wage Subsidy
forEmployers.

* An amm’slength employee isonpaid leave
beginning March 15, 2020.

« Baseline emunemtion $500/week
« Higible remuneration $300/week

e Alpha Itd. withhold s $40/week from the employee
inrespect ofthe employee’sincome tax on the
$300 paid.

 Itelects to reduce itsremittances by the fullamount
ofthe 10% Temporary Wage Subsidy for Emplo yers.

54 000160



Example

Vanable A greaterof(a) and (b):

Ileastof:

(a)(1) 75%eligible remuneration
(a)(i)$847

(a)(1i) nilifnon-am’slength

Ieastof:

(b)(i) eligible remuneration

(b)(1) 75%b ase line remuneration
(b )(ii)$847

Varnable B10%x $300 = $30

Vanabl C

Vanabl D

(CPP5.25%x $300) + (F12.212%x $300)
Totalundersubsec tion 125.7(2)/ week

$225
$847
N/ A

$300
$375
$847

$225

$300 _
($30)  mm
N/ A

$22.35 {ummm
$292.35
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ADDITIO NAL C O NSIDERATIO NS
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Overpaymentoftax, govemment
assistanc e and refund

Subsection 125.7(2): CEWS isdeemed to be an overpayment
on account of the qualifying entity’ s Part Itax lia bility for the
taxation yearin whic h the qualifying period ends.

Subsection 125.7(3): The deemed overpaymentis
govemment assistance received by the qualifying entity
immediatelybefore the end of the qualifying period to
whichitrelates. The CEWSisincluded in income under
paragraph 12(1)(x).

Subsection 164(1.6) [164(1.61) for partnerships]: The Minister
may refund to the taxpayerallorpartofthe deemed
overpayment, atany time afterthe beginning of the
taxation year.
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Notice of Detemrmimation
Paragraph 152(1)(b)

Undersubsection 152(1), the Ministershall, ..., examine a
taxpayersretum ofincome fora taxation year, assess the taxfor
the year, the interestand penalties, ifany, payable and
detemmine

(a) the amount of refund, if any, to whic hthe taxpayermay
be entitled by virtue of sec tion 129, 131, ..., forthe year; or

(b) the amount of tax, if any, deemed by subsection 120(2) or
... 125.7(2) ... to be paid onaccountofthe taxpayersPartI
taxpayable forthe year
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Antir-avoidance and penalties

Underparagraph(c) of the definition of “eligible
remuneration,” certain amounts paid to employeesthat will
be paid orretumed to the entity are not included in the
definition of “eligible e muneration.”

Underparagraph(d) ofthe definition of “eligible
remuneration,” amounts paid during the qualifying perod(s) in
excessofthe employee’sbaseline emunerationmaybe
excluded from “eligible ermuneration” ifone ofthe reasonsfor
the increased remuneration isto increase the entity’sclaim for
the CEWS and after the qualifying period, the eligible
employee isreasonably expected to be paid a lowerweekly
amount than theirbaseline e muneration..
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Antir-avoidance and penalties

Subsection 125.7(6) apphes if the ehgible entity (or
non-am’slength person orpartnership) engages in
transactionsorevents ortakes an action that results
n reducing the qualfying revenue and itis
reasonable to conclude that one ofthe mam

purposesisto qualfy forthe CEWS.

Ifit apphles, the qualfying revenue in the cument
reference penod isdeemed to be equal to the
qualfying revenue in the priorreference penod.

 Asa result, there willbe no declhne in qualifying

revenue forthe cument reference pernod and the
entity wil not be eligible forthe CEWSforthat
penod.
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Booksand records

 Applicantsare required to mamtain adequate
booksand recordsto ensure that theirclams
are accurate and complete, and cleany
suppo1ttheirelgibilty forthe CEWSfora
qualifying perod.

61 000167



Department of Finance Public
Consultation

 The Departmentoflnance soughtfeedback

flom the public on possible changesto the
CEWS.

* The penod ofconsultationclosed on June 5,
2020.

 Future amendmentsto the CEWSlegislation are
possible.
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Que stio ns?
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Pages 000170 to 000182 are protected



Wapge subsidy calculation
Version 2020-5 June &, 2020

Calculate the amount of eligible wage subsidy (before deductions) to input for step 2 at
Calculate your subsidy amount at Canada.ca/calculate-wage-subsidy

1 Choose the period for which you are calculating the wage subsidy
Select -» April 12 to May 9 2020 |
Technical issues: You might nead to 'enable editing' on your spreadsheet software before you can select a claim period

2 Optional: complete the batch calculations
You may use the "Batches" sheet for employess who:
s earned $1,129.33 per week or more, or

earnad $1,129.32 per week or less, but had no reduction in pay since March 15th
Employees included in the batches should not be repeated in the "Weekly (52)" or "Bi-weekly (every 2 weeks)" sheets

If you are not sure if an employee should be included on the "Batches" sheet, do not include them there.

For zll eligible employees that you did not include on the "Batches" sheet, go to step 3

3 Complete the sheet (tab below) that describes the pay period you use for payroll deductions: "Weekly (52)" or "Bi-weekly {every 2 weeks)"

This spreadsheet is a way to calculate the basic Canada Emergency Wage Subsidy (CEWS) for the most common pay periods. If you use multiple pay periods {e.g. your part-time
and occasional employees are paid on a weekly basis and your full-time employees are paid on a bi-weekly basis), you may split information between both tabs accordingly.

Use “Weekly (52) for the following circumstances (and adjust your payroll figures accordingly):

* If you use an alternative pay period, such as monthly, or

s For employeas who work variable hours or did not work the same number of hours in each week of the claim period.

Any period of 7 or more consecutive days for which an employee was not paid between January 1 and March 15, 2020, such as unpaid leave from work, should be omitted
from the average baseline pay.

4 After you've completed the weekly and/or bi-weekly calculation tab(s), the "Values to use in step 2¢" will appear below. Use these amounts to complete section 2 on the Canada.ca calculator and

continue through the rest of the steps to determine your actual CEWS amount.

Canada.ca wage subsidy calculator {canada.ca/calculate-wage-subsidy)
Values to use in step 2¢

o Canada:ca Total number of eligible employees Total eligible remuneration April 12 to Total basic CEWS April 12 to May 9
April 12 to May 92020 May 9 2020 2020
2 $6,000.00 $4,500.00

The basic CEWS calculated in this spreadsheet does notinclude all deductions. Continue through the rest of the steps at the Canada.ca calculator for the actual CEWS amount.

5 Save or print a copy of this spreadsheet for your records.
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Optional calculations in batches
Batch 1

This section is for your employees who earned $1,129.33 or more for each week of the claim period April 12 to May 9 2020

If the employee is not at arm's length, they must also have earned an average of $1,129.33 per week or more between January 1 and March 15, 2020
Employees included here should not be repeated in the "Weekly (52)" or "Bi-weekly (every 2 weeks)" sheets

Number of employees ($1,129.33/week or

Total gross payroll amount for all employeesin ~ Claim period total for category*
more)

batch April 12 to May 9 2020

Employees who qualify for the weekly maximum of 5847

50.00

Arm's-length: Generally, an arm’s length employee includes any employee who does not own the business (or in the case of a corporation, have
a controlling interest in the corporation) and is not a member of that person's immediate family.

Non-arm's length {not at arm's length): A non-arm's length employee is someone who owns the business (or In the case of a corporation, have
a controlling interest in the corporation) or is part of that person's immediate family.

Batch 2

This section is for your arm's length employees who earned $1,129.32 or less for each week of the daim period April 12 to May 9 2020 and had no reduction in pay since March 15th
Employees included here should not be repeated in the "Weekly (52)" or "Bi-weekly (every 2 weeks)" sheets

Number of employees {no reduction in pay Total gross payroll amount for all employees in

Claim period total for category*
since March 15th) batch April 12 to May 9 2020

Emplovees that qualify for 75% of their total gross payroll

$0.00
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Eligible employees

Totals: Final values to input at step 2c on Canada.ca are displayed on the "Instructions and results" sheet after completion

Employee at arm's length:
ves/no

Average weekly gross pay Jan
1to Mar 15 2020

Weekly gross pay in respect of the claim period

Week 1

Week 2

Week 3

Week 4

Employee amount {calculated)

Week 1

Week 2

Week 3

Week 4

Claim period total for
employee

An eligible employee is an individual [Arm’'s-length: Generally, an arm’s  |Any period of 7 or more consecutive [April 12 to April 19 to April 26 to May 3toMay |April 12to  |April 19to  |April 260 [May 3 to Columns B through G must
employed in Canada by you (the length employee includes any days for which an employee was not  |April 18 April 25 May 2 9 April 18 April 25 May 2 May 9 be completed before this
eligible employer) during the daim  [employee who does not own the paid between January 1 and March field calculates.
period, except if there was a period | business (or in the case of a 15, 2020, such as unpaid leave from
of 14 or more consecutive days in corporation, have a controlling work, should be omitted from the The basic CEWS calculated in
that period in respect of which they [interest in the corporation)andis |average baseline pay. this spreadsheet does not
were not paid eligible remuneration |not a member of that person's include all deductions.
by vou. immediate family. Continue through the rest of
the steps at the Canada.ca
Non-arm'’s length (not at arm’s calculator for the actual
length}: A non-arm'’s length CEWS amount.
Employee 2 yes $1,000.00] $1,000.00] $1,000.00( $1,000.00] $1,000.00 $750.00 $750.00 $750.00 $750.00 $3,000.00
Employee 3 yes $500.00 $500.00 $500.00 $500.00 $500.00 $375.00 $375.00 $375.00 $375.00 $1,500.00
$0.00 $0.00 $0.00 $0.00 $0.00
$0.00 $0.00 $0.00 $0.00 $0.00
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Totals: Final values to input at step 2c onh Canada.ca are displayed on the "Instructions and results" sheet after completion

Bi-weekly gross pay in respect of the claim
period

Employee amount (calculated)

Eligible employees

Employee at arm's length:
yes/no

Average bi-weekly gross pay
Jan 1 to Mar 15 2020

2-week period 1

2-week period 2

2-week period 1

2-week period 2

Claim period total for
employee

An eligible employee is an individual [Arm's-length: Generally, an arm's Any period of 7 or more consecutive  |April 12 to April 25 April 26 to May 9 April 12 to April 25 April 26 to May 9 Columns B through G must be
employed in Canada by you (the length employee includes any days for which an employee was not completed before this field
eligible employer) during the claim employee who does not own the paid between January 1 and March 15, calculates.
period, except if there was a period of [business (or in the case of a 2020, such as unpaid leave from work,
14 or more consecutive daysin that [corporation, have a controlling should be omitted from the average The basic CEWS calculated in
period in respect of which they were [interest in the corporation) and is baseline pay. this spreadsheet does not
not paid eligible remuneration by you.|not a member of that person’s Include all deductlons.
immediate family. Continue through the rest of
the steps at the Canada.ca
Non-arm's length {not at arm's calculator for the actual CEWS
length): A non-arm's length amount.
$0.00 $0.00 $0.00
$0.00 50.00 $0.00
50.00 50.00 50.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
$0.00 $0.00 $0.00
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