
 
 

GOVERNMENT RELATIONS 
ISSUE NOTE 

July 31, 2020 

Modified Rules for the Canada 

Emergency Wage Subsidy (CEWS) 

Restaurants Canada has been working on the new rules for the Canada Emergency Wage 

Subsidy (CEWS) program with the federal government by engaging in multiple discussions 

with the Finance Minister’s office, senior Finance tax policy officials and many other 

departments since the month of May. An additional push in June allowed us to obtain 

significant improvements to an already useful program that will make a notable difference 

for restaurant operators. This is on top of all lobbying efforts in March and April to set up 

the original program, and making sure the foodservice sector was fully eligible. 

Our requests to government were that the updated program: 

1. be extended as long as businesses are not back to a normal variance level of 

business; 

2. be scaled, i.e: that the 30% threshold for eligibility be progressively lowered so the 

percentage of support adjusts accordingly (regressive); 

3. provide support on a straight-line (i.e., smooth) proportional basis rather than as 

part of a tiered system. The goal was to avoid some businesses be eligible at 25.1% 

lost business but not 24.9%, for example;   

4. address the particular issues of those who are the hardest hit, closed first or 

reopened last as it is the case for many restaurants in many jurisdictions; 

5. make sure eligible applicants are automatically qualified for the next CEWS period 

(that they still need to prove eligibility but not re-do all the paperwork); 

6. that we were ready to accept more complexity in exchange for better access for a 

longer period of time. 

Restaurants Canada fought hard and relentlessly, especially as it clearly appeared the CEWS 

program would be the flagship of federal help and support as businesses exit the toughest 

part of the COVID-19 crisis. We are pleased that most of our requests were addressed in 

the new rules. Though we would have liked a bit of a longer term approach, the November-

December deadline is much farther away than the original August 29 endpoint. And we will 

keep asking for the program to remain tailored to business needs. 

The bill containing the CEWS extension and modifications has now passed in House of 

Commons and Senate and has also received Royal Assent. The program is generous, 

anticipated to cost close to $83.6 billion. The added complexity is a price to pay for access 

that is better suited to foodservice and SMEs in general. It was impossible to develop a 

scaling model that allows continued support during reopening, without added complexity. 



New Rules for the Canada Emergency Wage Subsidy (CEWS)  P a g e  | 2 

 

 

 

Phases of the CEWS Program 

There are now four official phases to CEWS, each composed of consecutive four-week Claim 

Periods:  

Phase 1 The initial twelve weeks between March 15 and June 6 that was 

subsequently extended by another four weeks from June 7 to July 4 (also 

known as Claim Periods 1, 2, 3 & 4). 

Phase 2   The eight weeks between July 5 and August 29 (also known as Claim 

Periods 5 & 6). This phase, which we are currently in, allows for a choice 

around the method of measurement to assess revenue decline, depending 

on whether a business will receive a better outcome between the old rules 

and the new rules. 

Phase 3   The twelve weeks between August 30 and November 21 (also known as 

Claim Periods 7, 8 & 9). Only the new rules will apply for this period. 

Phase 4 The last four weeks of the program (unless further extended) between 

November 22 and December 19 (also known as Claim Period 10), for 

which rules have not yet been released. 

 

The wage subsidies discussed below continue to apply as a percentage of wages up to 

$1,129 per week to a maximum of $849/week in support per employee. 

Revenue Decline Scaling and Corresponding Subsidies 

Phase 1 eligibility for 75% wage support required a decline of 15% from comparator period 

revenues for Claim Period 1 from March 15 - April 10 and a 30% decline in revenue during 

each of the three subsequent Claim Periods (2, 3 & 4) through to July 4.   

The only exception to this was a deeming rule that said that if you qualify for CEWS in any 

one Claim Period, you do not have to prove revenue decline in the immediate subsequent 

Claim Period. In effect, this meant that any company that could qualify would automatically 

receive CEWS wage support for eight weeks but would then have to requalify for any later 

Claim Period. This rule is being adapted to be more flexible given the evolving support levels 

under the rules taking effect in Phase 2. This is how our request for continued eligibility was 

addressed. It is more complex, but it makes sense and, in the end, allows for businesses to 

receive continued support. 

PHASE 1, which ended on July 4, and provided a single level of wage support, i.e., 75%, is 

unchanged by the new rules. There is no re-visitation of decisions covering that phase. 

PHASE 2 introduces new rules that cover companies retroactive to July 5 and on through to 

August 29. The new rules provide for two levels of support. The first is a base subsidy of up 

to 60% for companies who have seen a revenue decline of any level in the Claim Period, 

with the subsidy proportional – on a straight-line basis – to the revenue reductions between 

1% and 50%. This avoids a tiered system and permits adjusting the subsidy to the real 

level of a business, compared to the reference period. 
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The way that the straight-line subsidy works is that during Phase 2, wage support 

percentages will be 1.2x the percentage of revenue decline experienced by the employer so, 

for example, companies that have seen a 10% revenue decline can get a wage subsidy of 

12%, companies that have seen a 20% decline can get a wage subsidy of 24% and so on. 

This base subsidy reaches its maximum 60% level at a revenue decline of 50%. This is a 

significant change intended to provide wage support as recovering businesses begin to 

approach prior revenue levels. 

If this were the sum total of the rules, it could be said to have created “winners” and 

“losers” because companies with revenue declines between 30% and 50% during the Claim 

Period would receive somewhere between 36% and 60% wage support rather than the 75% 

wage support they had received when eligible during Phase 1.   

However, the government has adopted a “better of” principle for Phase 2, which they refer 

to as a “safe harbour”, whereby those who see a revenue decline of greater than 30% 

during the Claim Period will still get the 75% in each of Claim Periods 5 & 6. This is a major 

advancement for restaurants that have lost the most. 

So, what this has created is as follows for the two Claim Periods falling between July 5 and 

August 29: 

1. a sliding scale of support for those who have seen a revenue decline of between 1% 

and 30% during a Claim Period; 

2. a baseline guarantee of 75% wage support for those who have seen a revenue 

decline of between 30% and 50% during a Claim Period; and 

3. an enhanced wage support level of up to 85% for those who have seen a revenue 

decline deeper than 50% during a Claim Period. 

The former deeming rule that waved companies through to a second Claim Period based on 

eligibility in the prior Claim Period has been dropped, so now each Claim Period is treated 

separately. 

PHASE 3 addresses the three Claim Periods between August and November 21 and begins 

the wind-down of the program by reducing the maximum support levels in successive 

months from 60% to 20%, as follows: 

Maximum Base Subsidy (for companies with ≥50% revenue decline): 

Period 7 (Aug 30 – Sep 26) Wage support of 50%  Maximum $565/employee/week 

Period 8 (Sep 27 – Oct 24) Wage support of 40% Maximum $452/employee/week 

Period 9 (Oct 25 – Nov 21)  Wage support of 20% Maximum $226/employee/week 

 

However, the 25% top-up remains to help those whose recovery is proceeding more slowly. 

This is a significant gain for the restaurant sector that has been one of the hardest hit. It is 

where we consider that we received some kind of sector specific support built into the 

scaling model for medium/long term CEWS. 
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Proportional Base Subsidy (for companies with <50% revenue decline): 

For companies with between 1% and 50% revenue decline, the multiplier of percentage 

revenue loss also begins to be reduced during Phase 3, as follows: 

Period 7 (Aug 30 – Sep 26) Wage support of 1.0x percentage revenue decline 

Period 8 (Sep 27 – Oct 24) Wage support of 0.8x percentage revenue decline  

Period 9 (Oct 25 – Nov 21)  Wage support of 0.4x percentage revenue decline 

 

Phase 3 removes the “better of”/”safe-harbour” approach, so in Phase 3, companies are 

eligible only for the entitlement under the new rules and cannot fall back on a better 

outcome under the old ones. It is a way for government to also scale down the program and 

make it more favourable, 6 months after the start of the pandemic, for businesses that have 

managed to go back to a semblance of regular activities.  

Because the wage support levels are proportionate to revenue loss and are themselves 

being reduced month-over-month, it is not really possible to describe all possible outcomes.  

The Department of Finance has provided a chart (“Figure 1”) and a far more useful table 

(“Table 1”) here: https://www.canada.ca/en/department-finance/news/2020/07/adapting-

the-canada-emergency-wage-subsidy-to-protect-jobs-and-promote-growth.html. 

PHASE 4. There are no rules published or decided for this phase, falling between November 

22 and December 19.  We expect it to be in-line with the phase ending in November. 

Government wants to keep some wiggle room to adjust, in case a second wave of COVID-19 

outbreaks does occur. 

 

Observations on the Added Subsidy 

Unlike the base subsidy, which is calculated based on comparing monthly revenues to those 

in the same month in the previous year or to an average of January and February 2020 

revenues, the top-up subsidy measures a longer period and will technically allow more 

reopened restaurants to access the CEWS. 

For the added subsidy, all businesses have the option to choose between one of two 

methods for assessing revenue decline: 

Method #1:  A business can compare its cumulative revenues over the 

preceding three months to the same three months in 2019. 

Method #2:  Alternatively, a company can compare its average monthly 

revenues over the preceding three months to its average monthly 

revenues in January and February 2020. 

The way that the added subsidy works is that additional wage support percentages will be 

1.25x the percentage of revenue decline in excess of 50% experienced by the employer. For 

https://www.canada.ca/en/department-finance/news/2020/07/adapting-the-canada-emergency-wage-subsidy-to-protect-jobs-and-promote-growth.html
https://www.canada.ca/en/department-finance/news/2020/07/adapting-the-canada-emergency-wage-subsidy-to-protect-jobs-and-promote-growth.html
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example, companies that have seen a 60% revenue decline can get a top-up subsidy of 

12.5% for a total subsidy of 72.5% (i.e., 60% base subsidy + 12.5% top-up subsidy).  

However, during Phase 2, the “safe-harbour” provision would raise that subsidy to 75%. 

Companies that have seen a 70% revenue decline can get an added subsidy of 25%, for a 

total subsidy of 85% (i.e., 60% base subsidy + 24% top-up subsidy), that being the 

maximum subsidy level in total.  

Unlike the base subsidy, which is reduced over Periods 7, 8 and 9, the added subsidy will 

remain constant until at least Period 10 (so until November 21). 

 

Reference Periods 

In a similar vein to the two-month deeming rule that existed during Phase 1, an employer 

will have the option to choose the greater of the percentage revenue decline in the current 

period and that in the previous period for the purpose of determining its eligibility for base 

CEWS and its base CEWS rate in the current period. 

This essentially means automatic qualification at the same revenue decline level for two 

periods in a row, which was one or asks. It also means that you would get one last month of 

CEWS support even if your revenues show no decline in the current month as long as your 

previous month did have a revenue decline. This will reduce the number of foodservice 

operations deemed ineligible. 

Those who happen to experience deeper relative revenue drops after July 5 would be free to 

use the revenue decline of the current month if that would deliver a better CEWS outcome. 

It is where your calculations will be important. 

Additionally, for Period 5 and onward, employers who chose to use a January and February 

2020 monthly average for revenue decline calculations during Phase 1 would be able to 

choose to make a one-time switch to using the same month revenues in 2019 as the basis 

of their calculations - and vice versa. It is the only exception that allow a “model change” 

and we suggest you actively consult with your accountant before changing your reference 

model as it could have consequences on future reference periods. 

For further information, please contact: David Lefebvre, Vice President, Federal Affairs and 

Quebec at dlefebvre@restaurantscanada.org or by telephone at (613) 325-3298. 
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