
Submission to the Treasury Board of Canada:
Regulatory Modernization – Request for Stakeholder Comments

Industrial Hemp: A Canadian Agricultural Crop

Background

The Canadian Hemp industry has grown to over 100,000 acres, and Canada has established a global
leadership position in producing hemp grain for food.  The Canadian hemp industry is building on its
Food strengths by developing new revenue streams from Feed, Fibre and Fractions (Hemp-derived CBD).

Innovation and technology development in this industry has been primarily privately funded and
enabled to date. In order to achieve our goal of $1 billion in exports, contributing to Canada’s $75
billion agricultural export vision, the industry requires the development of a more agile, transparent,
and responsive regulatory environment.

Introduction to the CHTA

The Canadian Hemp Trade Alliance (“CHTA”) was established in 2003 as a national organization to
represent Canada’s industrial hemp industry. The CHTA promotes Canadian industrial hemp and hemp
products globally, disseminates information and promotes research. It currently has over 300 members,
including farmers, processors, manufacturers, researchers, entrepreneurs and marketers.

Hemp is currently grown in Canada for Food, Fibre, and Fractions. It is produced under licenses issued by
Health Canada pursuant to which seed and fibre can be sold and further processed.  Changes to
Canadian cannabis regulations enabled by the passing of Bill C-45 permit hemp farmers to harvest and
sell chaff (flowers, leaves and branches) to licensed cannabis processors. This is creating a commercial
pathway for Fractions (hemp-derived non-psychotropic cannabinoids and terpenes), which are being
studied for a number of functional food, nutraceutical, and pharmaceutical uses.

Canada has become a world leader in hemp production, and is a large exporter of hemp grain products.
Exports in 2016 surpassed $145 million from an industry that employs over 1,200 Canadians. The
Canadian agricultural hemp industry is poised to grow to over $1 billion in exports, creating another
3,000 new jobs over the next five years, subject to the completion of significant innovation and
technology development activity. Competitors in the US, Europe, Australia, China and other countries
are turning their attention to the opportunities from agricultural hemp, and Canada has a “window of
opportunity” to leverage its global leadership position in hemp as a food.

The Canadian Industrial Hemp Industry

Commercial hemp has been successfully cultivated in Canada since the introduction of the Industrial
Hemp Regulations in 1998. Hemp is an important and growing part of the Canadian agriculture industry.
High margins have attracted many new growers, and licensed acres have grown by over 20% per year
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for the last five years, reaching a recent high of over 130,000 acres in 2017. This is impressive growth for
a crop introduced to a new generation of Canadian farmers less than 20 years ago.

In the past 20 years, there have been no documented instances of public safety risk or criminal activity
associated with hemp cultivation, storage and distribution. It has proven itself to be a safe agricultural
crop.

As demonstrated by the impressive growth in hemp production and exports, Canadian farmers have an
excellent capacity to adopt new crops and expand production in response to growing demand. Canola
and pulse crops are two excellent examples. It is time for the Canadian hemp industry to gain support
from government initiatives in innovation, applied research, product and process development, and
domestic and international market development and trade.

Targeted Regulatory Reviews (Round 2)

Clean Technology

The development of the Canadian hemp fibre processing sector has the opportunity to contribute
directly to Canada’s sustainability and climate change goals. Hemp fibre represents a sustainable
alternative within the pulp and paper, insulation, construction materials (hempcrete), and textiles
sectors. Central to these emerging contributions is the requirement for expanded primary hemp
processing (decortication) capacity. This capacity is dependent on assured supply of feedstock (hemp
straw) with well-defined national and international specifications. Only when primary processing
capacity has reached critical mass - matching the supply of available feedstock - will a functioning
national market for hemp straw emerge. The creation of this market will economic signals be generated
for hemp producers to increase acres in support of this vital sector.

The potential for growth of secondary fibre processing will emerge as the capacity of primary hemp
processing develops. Such secondary processing activities deliver environmentally-sustainable products
for use at the industrial and consumer level. Such products include: paper, packaging, air lay materials
(i.e. germination mats and bat insulation), hempcrete materials (i.e. block, bricks, and spray insulation),
bio-composites (i.e. molded panels, 3D printing, OSB/MDF board alternatives, and dimensional lumber
alternatives), and degummed hemp fibre materials for textiles.

Tertiary hemp fibre products are also in development, which will provide sustainable alternatives for
highly value-added products and processes such as graphene, bio-composite panels, 3E printing, and
injection molding.

Advanced processing of hemp oil will allow for the development of sustainable alternatives for
additional highly valued-added products such as resins and catalysts, and bio-fuels..

Using hemp fibre and oil as a feedstock for highly value-added products and processes represents a
significant potential contribution to improving the environmental performance of technologically
advanced Canadian manufacturing sectors. There are notable success stories apparent in Canada
tackling parts of the supply chain, but significant gaps in the Canadian supply chain to capitalize on the
opportunities is apparent. To assist with the development of this potentially rewarding sector, the
Government of Canada should take the lead on developing: research and development grants and
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incentives focused on the development of sustainable alternatives to existing manufacturing products
and processes; stimulative capital financing for new and expanding companies and technology
development; new building codes and federal procurement programs to encourage the use of hemp-
based products with superior environmentally sustainable attributes; and, support for developing
domestic and international standards for these new products. These four key actions will position
Canada in a leadership role in the development of clean technology, products and processes.

International Standards

The CHTA is currently working with Standards Council of Canada (SCC) and ASTM to develop national
and international standards for hemp Food, Feed, Fibre and Fractions. This is an important step toward
recognizing and codifying Canada’s leadership in these key sectors of the worldwide hemp sector. This
should be considered an excellent example of public-private cooperation in the field of international
standards. Further cooperative standards setting relationships should be facilitated in all agricultural
and other sectors of the Canadian economy.

Review of the Red Tape Reduction Act

Legislating Regulatory Efficiency and Economic Growth

The CHTA suggests that the current inclusion of cost:benefit analyses in many regulatory approval
processes do not actually result in identified benefits accruing to industry as indicated. It appears that
the cost: benefit analyses are often written in such a manner as to facility successful review and
approval of the proposed regulatory amendments. A case in point is the identified economic benefits to
Canadian hemp farmers by amending the Industry Hemp Regulation within the Cannabis Act. Much of
this claimed benefit has been muted or blocked through the regulatory implementation process.
Unnecessary restrictions on the growing (license process is cumbersome), selling (market restrictions
due to license requirements); and processing (license restrictions to allowable activities) are holding
back the benefits that were originally identified in the regulatory proposal. The CHTA strongly urges
that the regulatory implementation be guided equally by the identified economic benefits and
regulatory objectives of the enabling regulations.

Measuring Impact of Regulations on Competitiveness

Canada has a twenty year head start on the United States in developing a robust, high quality and high
integrity industrial hemp industry, and should be able to leverage this early start into sustained
competitive advantage. However, while the 2018 US Farm Bill effectively removed industrial hemp and
its downstream products from the Controlled Drugs and Substances Act in the U.S., and created a surge
in the hemp industry in the U.S., Health Canada (without consultation or advance notice) in July 2018
put phytocannabinoids on the Prescription Drug List, effectively prohibiting their manufacture and
distribution for self care by Canadians and Canadian companies. Rather than leveraging our leadership
and “early mover advantage”, Canada now runs the risk of seeing our neighbours to the south leapfrog
our opportunity to provide phytocannabinoid-based products such as CBD oil, capsules, creams and
salves to Canadian and international consumers for self care use, despite the recent WHO declarations
regarding the safety and non-addictive nature of CBD products. A quick search of Amazon.ca reveals
over 4,000 products now being offered to Canadians through on-line shopping channels, with virtually



- 4 -

none of these products coming from Canadian companies or manufacturers due to Health Canada’s
uncompetitive regulatory agility.

Regulatory Considerations to Achieve Positive Impacts on Competitiveness and Regulatory Objectives

Health Canada relies on the 1961 UN Single Convention on Narcotic Drugs to justify the inclusion of CBD
on the Prescription Drug List, and on Schedule 2 of the Natural Health Products regulation (i.e. CBD and
other non-THC cannabinoids, terpenes, and flavonoids). Non-THC extracts, without supporting risk
assessment data, have been placed on Prescription Drug List, thereby making these products legally
unavailable for self care from Canadian sources, despite rapid market growth for these products in the
U.S. and Canada. It should be noted that the World Health Organization’s Expert Committee on Drug
Dependence (ECDD) has: indicated the safe use of CBD in a self-care model to address a range of health
and wellness challenges (Session 39); and, recommended that cannabis extract should not be
internationally scheduled as a controlled substance (Session 41) due to CBD’s safety and efficacy
parameters related to human health and well-being. The World Anti-Doping Agency (WADA) has
removed CBD from its list of prohibited performance enhancing drugs.  Many leading health centers,
such as Harvard Medical School and the Mayo Clinic have publicly communicated the relative safety and
efficacy (confirmed and anecdotal) of CBD.  Health Canada should be encouraged to lead by example
and: reclassify hemp chaff as an agricultural product and regulate its sale and distribution solely under
the Industrial Hemp Regulation (effectively moving the point to Cannabis Act regulation to the point of
extraction; and, establish a regulatory pathway for the sale of CBD containing products as supplemented
food with appropriate maximum daily intake guidelines (i.e. 20-60 mg) and natural health products with
appropriate daily intake guidelines (i.e. 200-600 mg) and health and wellnessclaims.

Canadian hemp famers were allowed to harvest chaff (flowers, leaves and stems), beginning in August
2018. As their hemp cultivation licences are revised, these farmers are able to sell the chaff to Licensed
Cannabis Processors (LPs) for extraction of CBD. An emerging market for Canadian hemp chaff has been
noted in the USA with the passing of the American Farm Bill, and resultant definition of the whole hemp
plant as an agricultural crop, in December 2018. The CHTA asks that appropriate amendments be made
to the Cannabis Act, Industrial Hemp Regulation, and trade protocols to allow Canadian hemp farmers to
sell chaff to American clients.  Hemp chaff is an agricultural crop with very low levels of THC and does
not represent a risk to human health or criminality.

The CHTA is initiating applications with the Canadian Food Inspection Agency (CFIA) for register hemp
seed (and its derivatives) as livestock feed in Canada. Creating a large cash market for seed and
processed products will reduce risks to Canadian hemp producers and processors. We are pleased with
the Agriculture and Agri-Food Canada (AAFC) proposal to consider this application process as a test case
for Agri-Food Regulatory Modernization. A streamlined and timely process leading to the eventual
registration of eight hemp seed products (seed, hulls, screenings, cake/meal, dehulled seed, oil, flour,
and protein concentrate) would be most welcome. The process employed by CFIA to register new
livestock feed ingredients results in very high applicant costs and very long review periods.  In the case
of hemp seed, the costs will be well over $100,000 (if bridging data is accepted across products and
species) and potentially over $1,000,000 (if bridging data is not accepted). It appears that the current
review period for completed feed ingredient applications may extend to more than 24 months.  The
costs and time delays associated with this process represents unacceptable regulatory restrictions to the
market risk mitigation and acreage expansion of the Canadian hemp industry.
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The CHTA recommends amending Health Canada’s policy on adding new hemp cultivars to the List of
Approved Cultivars. Only cultivars registered by Health Canada can be planted by licensed hemp
growers. These cultivars have demonstrated consistency in producing: less than 0.3% THC (w/w) in the
flowering head; and, stable agronomic traits such as height, seed weight, seed production, and fibre
production. The currently incentive to amend the LOAC policy is related to the need to integrate higher
CBD producing hemp cultivars in Canada so as to fully participate in the CBD and hemp extract market
potential. While the policy currently allows additions and deletions to be made once per year (typically
in December), cultivars should be added or deleted at any time that sufficient data has be presented to
justify either action. The joint priorities of more quickly registering new hemp cultivars – particularly
with higher CBD content – and maintaining genetic stability are fully endorsed by the CHTA. Achieving
these joint goals through a LOAC policy revision is urgently required.

Legislating changes to regulatory mandates

Moving Regulatory Oversight of Industrial Hemp to Agriculture and Agri-Food Canada

CHTA is requesting the federal government move responsibility for the regulation, oversight and
stewardship of hemp seed, hemp stalk, and hemp chaff from Health Canada to Agriculture and Agri-
Food Canada, for the following reasons:

1. Industrial hemp has been grown as an agricultural crop from the 1998 inception of the first
Industrial Hemp Regulation in Canada, and has established a track record for safety, quality and
consumer acceptance;

2. Hemp seed and stalk are already exempted from regulation under Bill C-45, the Cannabis Act,
via their inclusion in Schedule 2 of the Act, and all cannabis including industrial hemp has been
removed from the Controlled Drugs and Substances Act with the coming in force of the
Cannabis Act;

3. On-going modernization of the regulation of industrial hemp cultivation and the processing of
seed, stalk and chaff (flowers, leaves and branches) is required for the further advancement and
development of the industry, in parallel with other agricultural crops in Canada;

4. AAFC is better able to support expanded research and development opportunities for basic and
applied research in industrial hemp to assist development of science-based standards along with
agronomic, product and process development of hemp seed, hemp stalk, hemp chaff, and their
constituent and derivative products;

5. AAFC is better able to support a long term international market development and trade strategy
for hemp seed, stalk, and chaff, in alignment with similar activities for other Canadian grains and
oilseeds and derivative products.

Suggestions for the next annual Regulatory Modernization Bill

The Canadian hemp industry is contributing to the growth of Canadian agricultural exports, but
regulatory oversight has impeded faster growth. We welcome the opportunity to engage in a
meaningful discussion of how innovation and technology as well as insightful market development and
trade strategy can support hemp export growth.
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The Government of Canada can take the lead on developing: research and development grants and
incentives focussed on the development of sustainable alternatives to existing manufacturing products
and processes; concessionary capital financing for new and expanding companies developing such
products; new building codes to encourage the use of hemp-based products with superior
environmental sustainability attributes; and, domestic and international standards for these new
products. These four key actions will position Canada in a leadership role in the development of clean
technology, products and processes.

The current CHTA-SCC-ASTM domestic and international hemp standards development relationship
should be considered as a model for public-private cooperation. This model may be applied to
additional economic sectors where national and international standards are required to establish
predictable terms of trade while demonstrating Canada’s leadership in safe and efficacious production
and processing of food and non-food products.

The CHTA strongly urges that the regulatory implementation be guided equally by the identified
economic benefits and regulatory objectives of the enabling regulations. The current approach seems
to indicate that cost-benefit analyses are written in a manner as to facility successful review and
approval of the proposed regulatory amendments.

Health Canada should be encouraged to lead by example and: reclassify hemp chaff as an agricultural
product and regulate its sale and distribution solely under the Industrial Hemp Regulation (effectively
moving the point to Cannabis Act regulation to the point of extraction; and, establish a regulatory
pathway for the sale of CBD containing products as supplemented food with appropriate maximum daily
intake guidelines (i.e. 20-60 mg) and natural health products with appropriate daily intake guidelines
(i.e. 200-600 mg) and health and wellness claims.

The CHTA asks that appropriate amendments be made to the Cannabis Act, Industrial Hemp Regulation,
and trade protocols to allow Canadian hemp farmers to sell chaff to American clients. Hemp chaff is an
agricultural crop with very low levels of THC and does not represent a risk to human health or
criminality.

The CFIA animal feed ingredient approval process requires fundamental changes in order to reduce the
costs and timelines to register a new livestock feed ingredient. Agility, as well as additional resources,
are required to address this significant hurdle to market risk mitigation and acreage expansion within
the Canadian hemp industry.

Health Canada’s policy on adding new hemp cultivars to the List of Approval Cultivars requires change.
The joint priorities of more quickly registering new hemp cultivars – particularly with higher CBD content
– and maintaining genetic stability are fully endorsed by the CHTA. Further, an agile policy would allow
for cultivars to be added or deleted any time that such data is presented or produced to justify such
decisions.

Responsibility for the industrial hemp file, including hemp seed, hemp stalk, and hemp chaff, should be
immediately moved from Health Canada to Agriculture and Agri-Food Canada in order to facilitate
accelerated growth of this promising industry sector.
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We further believe that moving the industrial hemp file responsibility for non-intoxicating cannabinoids,
terpenes and flavonoids from Health Canada to Agriculture and Agri-Food Canada can be completed in
the near term of not more than 2 years.

September 4, 2019
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