
 

 

      

 

 

 

 

 

 

 

 

 

In order to prevent layoffs, the federal government has introduced a wage subsidy 
program. Further details of the program were released as part of Bill C-13, COVID-19 
Emergency Response Act, which was enacted on 25 March 2020. Under the terms of the 
program, eligible employers can receive a subsidy equal to 10% of eligible remuneration 
paid between 18 March 2020 and 19 June 2020 (the eligible period) up to a maximum of 
$1,375 per employee and $25,000 per employer. 

Who is eligible?  

An “eligible employer” for the wage subsidy is defined as a person or partnership who 
employs one or more eligible employees in Canada, is registered with the Canada Revenue 
Agency (CRA) for payroll remittance purposes, and meets one of the following requirements: 

1. A Canadian-controlled private corporation (CCPC) that qualifies for the small-business 
deduction (without regard for the grind-down for passive investment income under 
paragraph 125(5.1)(b) of the Income Tax Act) for its last taxation year that ended 
before the eligible period; 

2. An individual (i.e., proprietorship and not a trust); 

3. A partnership provided that all members are either CCPCs described above, individuals 
(other than trusts), or registered charities;  

4. A non-profit organization (as defined by paragraph 149(1)(l) of the Act); or 

5. A registered charity. 
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What is the amount of the wage subsidy? 

The amount of the subsidy will be prescribed by regulation. As currently announced, the 
subsidy is equal to 10% of the eligible remuneration paid by eligible employers during the 
eligible period. This subsidy is subject to a maximum of $1,375 per employee and $25,000 
per employer (whichever amount is lower). 

Associated CCPCs will not be required to share the maximum subsidy of $25,000 per 
employer. 

What is eligible remuneration? 

Eligible remuneration is defined as salary, wages or other remuneration paid to an eligible 
employee during the eligible period. 

How does the reduction in withholdings and remittances work in practice? 

Assume an eligible employer is required to pay an employee $5,000 between 18 March 2020 
and 19 June 2020. The tax consequences will be as follows:  

► Subsidy = $500 ($5,000 x 10%) 

► Income tax withholding (assume 40%) = $2,000 (Note that there are no changes to 
the method of calculating income tax withholding.) 

► Income tax required to be remitted to the CRA = $1,500 ($2,000 - $500) 

Future income tax remittances can also be reduced for remuneration paid before 20 June 
2020 (i.e., this includes remittances made after 20 June 2020 should the income taxes 
deducted in the eligible period not be sufficient to offset the value of the subsidy), but the 
reductions cannot exceed $1,375 for any single employee and a maximum of $25,000 per 
employer. If the subsidy is not applied in reduction of the payroll remittances during the year, 
eligible employers can request that the subsidy be paid to them at the end of the year or 
transferred to the next year’s remittance. 

Note that the reduction applies to income tax withholdings only and does not apply to other 
source deductions such as Canada Pension Plan contributions and Employment Insurance 
premiums. 

Eligible period 

As mentioned above, the eligible period goes from the start of the day on 18 March 2020 to 
the end of the day on 19 June 2020.  

Record keeping 

Employers are required to retain information to support their subsidy calculation. 
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According to the CRA, this information includes:  

► The total remuneration paid between 18 March 2020 and 19 June 2020; 

► The federal, provincial or territorial income tax that was deducted from that 
remuneration; and 

► The number of employees paid in that period. 

The CRA is currently updating reporting requirements. The CRA has stated that more 
information on how to report this subsidy will be released in the near future.  

Treatment of the subsidy for tax purposes 

The subsidy should be included in income in the taxation year in which it is received. 

Learn more 

For more information, please contact your EY or EY Law advisor or one of the following 
professionals:  

Toronto 

David Steinberg  
+1 416 932 6206 | david.a.steinberg@ca.ey.com 

Lawrence Levin 
+1 416 943 3364 | lawrence.levin@ca.ey.com 

Montréal 

Stéphane Leblanc 
+1 514 879 2660 | stephane.leblanc@ca.ey.com 
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and in economies the world over. We develop outstanding 
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better working world for our people, for our clients and for 
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EY refers to the global organization and may refer to one or 
more of the member firms of Ernst & Young Global Limited, 
each of which is a separate legal entity. Ernst & Young 
Global Limited, a UK company limited by guarantee, does 
not provide services to clients. Information about how EY 
collects and uses personal data and a description of the 
rights individuals have under data protection legislation are 
available via ey.com/privacy. For more information about 
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About EY’s Tax Services 
EY’s tax professionals across Canada provide you with deep 
technical knowledge, both global and local, combined with 
practical, commercial and industry experience. We offer a 
range of tax-saving services backed by in-depth industry 
knowledge. Our talented people, consistent methodologies 
and unwavering commitment to quality service help you 
build the strong compliance and reporting foundations and 
sustainable tax strategies that help your business achieve its 
potential. It’s how we make a difference.  

For more information, visit ey.com/ca/tax.  

About EY Law LLP 
EY Law LLP is a national law firm affiliated with EY in 
Canada, specializing in tax law services, business 
immigration services and business law services.  

For more information, visit eylaw.ca.  

About EY Law’s Tax Law Services 
EY Law has one of the largest practices dedicated to tax 
planning and tax controversy in the country. EY Law has 
experience in all areas of tax, including corporate tax, 
human capital, international tax, transaction tax, sales tax, 
customs and excise.  

For more information, visit http://www.eylaw.ca/taxlaw 
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responsibility for any loss or damage occasioned by your reliance on 
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