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Employers — Meet Upcoming 
COVID-19 Subsidy Obligations  
January 18, 2021 
No. 2021-03 

Employers who claimed or intend to claim COVID-19 assistance from the Canadian 
government may soon have to meet important deadlines. In particular, employers who are 
eligible for the Canada Emergency Wage Subsidy (CEWS) only have until January 31, 
2021 to claim the subsidy or amend previous claims for certain periods. In addition, 
employers who are eligible for the 10% Temporary Wage Subsidy (TWS) should file their 
self-identification forms before March 1, 2021. 

While eligible employers should ensure they meet any upcoming deadlines to receive 
government assistance that they are entitled to, they should also take care to correctly 
report these amounts on their tax returns as well as the new information required on their 
employees’ 2020 T4 tax slips. 

Background 
In response to COVID-19, Canada enacted fiscal and tax relief intended to support 
individuals and businesses. Among other measures, Canada introduced temporary 
wage subsidies for businesses. The CEWS is a temporary subsidy that is currently 
available from March 15, 2020 to June 2021. When the CEWS was initially introduced it 
generally provided an amount to eligible employers equal to 75% of employees’ eligible 
remuneration paid, up to a maximum of $847 per week per eligible employee, and 
required employers to have seen a revenue decline of at least 30% for the particular 
period (15% for March 2020) in order to qualify.  

Beginning July 5, 2020, the government expanded eligibility for the CEWS to employers 
who do not meet the previous 30% revenue threshold, and replaced the amount of the 
subsidy with a new two-part subsidy consisting of a “base” and a “top-up” amount. Under 
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the new rules, the amount of the wage subsidy an eligible employer could qualify for 
varies depending on their revenue decline, with a maximum combined subsidy of up to 
85% of employees’ eligible remuneration paid, up to a maximum of $960 per week per 
eligible employee for the periods July 5, 2020 to August 29, 2020. The government 
subsequently reduced the maximum subsidy to 75% of eligible remuneration paid, up to 
a maximum of $847 per week per eligible employee for the period August 30, 2020 to 
September 26, 2020, and to 65% of eligible remuneration paid, a maximum of $734 per 
week per eligible employee for the period from September 27 to December 19, 2020. 
The government’s 2020 Fall Economic Update on November 30, 2020 increased the 
CEWS to a maximum of 75% of eligible wages for the qualifying periods from December 
20, 2020 to March 13, 2021. The maximum base subsidy remained at 40% and the 
maximum top-up wage subsidy rate increased to 35%.  

The CEWS was passed into law on April 11, 2020, and has been amended several 
times since. The application period opened on April 27, 2020. For the latest CEWS 
developments, see TaxNewsNow, “Regulations Available for CEWS and CERS 
Extensions” and  TaxNewsFlash-Canada 2020-80, “Canada Provides Details on Latest 
Wage Subsidy Changes”.  

 
Upcoming deadlines  

CEWS claims 

Employers have until January 31, 2021 to claim the CEWS or amend or revoke an election 
for a CEWS claim for periods beginning March 15, 2020 and ending August 1, 2020 (i.e., 
Periods 1 to 5). Employers must claim the CEWS or amend a previous CEWS claim for all 
subsequent periods on or before 180 days after the end of the qualifying period.  

TWS claims 

Employers who are eligible for the TWS should file Form PD27, “10% Temporary Wage 
Subsidy Self-Identification Form for Employers” before March 1, 2021. The CRA says that 
by filing this form before their 2020 T4, “Information Return” deadline, employers can avoid 
receiving a discrepancy notice. 

Report government assistance 

Employers who claimed the CEWS, the Canada Emergency Rent Subsidy (CERS) or the 
Lockdown Support Subsidy, should correctly report these amounts on their tax return and 
remit any required taxes, as these subsidies are considered taxable income. Employers 
should include these amounts in income immediately before the end of the period to which 
they relate, not when they are received. 

In addition, employers who received a loan through the Canada Emergency Business 
Account (CEBA) should report the forgivable portion of this loan as income on their tax 

https://home.kpmg/ca/en/home/insights/2021/01/regulations-available-for-cews-and-cers-extensions.html?utm_medium=Email&utm_source=ExactTarget&utm_campaign=
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return in the year the loan is received. Alternatively, employers may instead elect to reduce 
the amount of a related outlay or expense as opposed to reporting the amount as an 
income inclusion in the year of receipt. If the amount is repaid, employers can claim a 
deduction in the year of repayment. 

New T4 reporting requirements 

Canadian employers are also required to report certain employment payments related to 
COVID-19 on their employees’ 2020 T4 tax slips, using new information codes (see 
TaxNewsNow, “New 2020 T4 Reporting Requirements”). 

We can help 
 
It is important for businesses to understand the complexities of the Canada Emergency 
Wage Subsidy.  

As your trusted advisors, we’re here to help. Because every business is unique, our 
experienced professionals may be able to assist you with establishing that the 
methodology you use to determine eligibility is consistent with similar organizations in your 
sector and across Canada.  

The CRA is now actively auditing CEWS claims. We can help your organization prepare 
documentation for an audit, which can ensure that you properly manage the claim and 
audit process. Taking action now can be instrumental in maintaining your organization’s 
ability to continue to file CEWS claims. 

We can provide various levels of assistance to help you determine that you’ve assembled 
the appropriate documentation to support your claims, ranging from accounting advice and 
assistance, a specific procedures report or an audit report on financial information.   

The subsidy may play a critical role in your imminent staffing decisions, so do not hesitate 
to reach out to us to discuss an action plan for your organization. Together, we can help 
your organization navigate these unprecedented times.  

Stay connected on the latest COVID-19 developments 
We continue to watch tax and legal issues related to the evolving COVID-19 situation 
and will provide further information as it becomes available. For the latest developments, 
see our dedicated COVID-19 site, The Business Implications of Coronavirus. 
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