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[English]

The Chair (Hon. Wayne Easter (Malpeque, Lib.)): We will call
the meeting to order. We're dealing with Bill C-97, an act to
implement certain provisions of the budget tabled in Parliament on
March 19, 2019 and other measures. We are still dealing with
officials. I believe we're in part 4, division 5.

Mark, I believe you have already given your overview of the
section which relates to clauses 133 to 152. I don't think there's
anybody different here or I would ask you to repeat the overview
again. | think we're okay.

Are there any questions on what Mark presented the other day on
enforcing retirement security?

Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault (Sherbrooke, NDP): Thank you,
Mr. Chair.

Mr. Schaan, as you'll remember, I started talking about the
concept of good faith at the end of the last meeting.

Bill C-97 introduces the concept of good faith. All parties to a
proceeding are required to act in good faith. I'd like to know what
more this amendment would provide than what judges already use.
According to some experts, judges can already rely on the concept of
good faith to ensure all parties cooperate.

Mr. Mark Schaan (Director General, Marketplace Frame-
work Policy Branch, Innovation, Science and Economic Devel-
opment Canada): Thank you for that question.

First, the provision on the duty to act in good faith would help
align Canada's insolvency laws with recognized international best
practices. Many countries, including the United States, the United
Kingdom and Japan, have established the duty to act in good faith in
any insolvency case proceeding.

The Civil Code of Quebec requires parties to act in good faith.
The courts that apply the Act respecting the collection of certain
debts in Quebec rely on that provision, doing so in some cases to
compel parties to change their behaviour. The act mentions the
concept of good faith but doesn't define it. The courts have another
tool to address the situation in insolvency cases.

Mr. Pierre-Luc Dusseault: So it's more symbolic and won't have
any real impact, isn't that correct?

Mr. Mark Schaan: In some cases, particularly in Quebec, the
courts use the provision to correct the behaviour of a party in an
insolvency case. Canadian courts may rely on other tools, but those
in Quebec use this provision correctly to protect other parties
affected by an insolvency proceeding.

Mr. Pierre-Luc Dusseault: I see.

My next questions concern the new provisions on compensation
for directors. The courts can already verify dividends and share buy-
backs. You're proposing that they have a right of review over other
payments made to directors and officers. Can you explain what those
payments are?

Mr. Mark Schaan: The bill provides that, in an insolvency case,
the court may verify the salaries and compensation of senior
management, but also their stock options and social benefits.
However, the court must exercise caution in using this provision.

[English]
It is not possible to nullify the collective agreements or contracts.

What the court will be able to do is review the executive
compensation package to ensure that if there were an attempt to
evade the utilization of the appropriate insolvency statute to ensure
that there weren't undue payments made in advance of an insolvency,
they would be able to review those transactions and potentially either
hold directors libel or use other mechanisms at their disposal in the
case of an insolvency.

[Translation]

Mr. Pierre-Luc Dusseault: So that could be the case for salaries,
for example.

Could the same be true of stock options?

Mr. Mark Schaan: Stock options are included in directors'
compensation, but the act currently contains other elements as well.

[English]

Already, under the existing provisions of the act there is a look-
back period that includes the ability for monitors in the courts to
review shareholder buybacks, for instance, and share dividends and
the utilization of those tools. This in some ways adds an additional

layer to that, but there is already a capacity to be able to review those
transactions.

® (1540)
[Translation)

Mr. Pierre-Luc Dusseault: I'm a bit troubled by another point.
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In the same division, the point is raised that directors may be
exonerated from any liability provided under the act stemming from
decisions made respecting compensation during the previous year,
for example, or immediately preceding insolvency.

The new subsection (3.1) of section 101 would exonerate directors
from any liability where they have protested against a payment.

Are we to understand that, if, for example, the decision is made
following a board meeting at which one of the officers protested
against payments, the directors might be exonerated from all liability
in respect of those payments?

I can understand the purpose in a way, but I find it hard to
understand the mechanism that will be used to achieve it.

Mr. Mark Schaan: If a decision concerning the compensation of
directors were challenged by a board, the board would be liable for
that decision. It is possible, in an insolvency case, that the monitor
might decide the decision runs counter to expectations regarding the
board's liability.

That creates a
[English]
tort law liability that can be pursued against those individual
directors.

One of the defences for tort law liability is due diligence. That
particular director, for instance, if they had opposed the executive
compensation may, however, be able to rely upon that defence in the
tort law action against them.

[Translation]
The board of directors is liable for that decision. If the monitor
states that the decision runs counter to expectations or to the aims of

the act, that creates a liability for the entire board. Several means of
defence are possible. This isn't a

[English]
summary action.
[Translation]
This isn't a decision that's up to the court at that point, but the
entire board of directors may then be liable.
Mr. Pierre-Luc Dusseault: So it would be up to the director to
report that he or she had protested against the payments.
That's all for the moment, Mr. Chair.
[English]
The Chair: Are there any other questions on division 5, part 4?
Hearing none, thank you all.
It's good to see you again, Mr. Schaan. We've seen you nearly
every day for a long while.
Mr. Mark Schaan: I'm back for one more section. My apologies.
The Chair: That's no problem. We're glad to have you here.

We are on division 6, Canada pension plan, and I believe divisions
7 and 8 are also on the table at the same time.

We are ready to go on the Canada pension plan. I believe Ms.
Giordano is making the presentation. She is the director, CPP policy
and legislation, seniors and pensions policy secretariat at ESDC.
Welcome.

Ms. Marianna Giordano (Director, Canada Pension Plan
Policy and Legislation, Department of Employment and Social
Development): Good afternoon.

Under the current Canada pension plan legislation, an individual
must apply for the CPP retirement pension in order to receive it. A
small but significant minority of eligible seniors currently miss
receiving a retirement pension payment because they apply late or
not at all. These individuals tend to be people who had a weak labour
force attachment and therefore low retirement income.

® (1545)

[Translation]

Clauses 153 and 155 of the bill would amend the Canada pension
plan so that, beginning in 2020, eligible seniors who have not yet
begun to receive their retirement pension from the Canada pension
plan are automatically enrolled when they reach the age of 70.

Automatic enrolment would apply only to persons for whom the
government has the information necessary to begin payments.

[English]

The proposal will prevent individuals, many of whom have low
income, from missing out on CPP benefits to which they made
contributions and are entitled to receive.

This proposal will allow up to 40,000 people over the age of 70 to
begin receiving their CPP retirement pension for the first time in
2020. Two-thirds of these seniors are women. In addition, going
forward, an estimated 1,600 people each year could receive a CPP
retirement pension that they otherwise would not receive, rising to
approximately 2,000 by 2030. It is estimated that, with these
amendments, the average benefit would be about $300 per month.

I'm happy to answer any of your questions.

The Chair: That was short and to the point.

Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: My question is simple, but the answer
to it may not be.

Why was the qualifying age set at 70, since we're eligible for
Canada pension plan retirement benefits at the age of 65? Why is
there this five-year waiting period?

Ms. Marianna Giordano: You're correct. The normal age for
receiving a retirement pension from the Canada pension plan is 65.
However, you may draw your pension starting at the age of 60, but it
will be subject to an actuarial penalty, or wait until you're 70 and get
an actuarial increase.
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There's no further benefit for deferring payments beyond the age
of 70. As a result, people receive the largest amount they can
possibly get at 70. That's why the age of 70 was chosen; there's no
further reason to wait after that age.

Mr. Pierre-Luc Dusseault: I see.

Why was the decision made to grant a retroactive period of
12 months instead of 60 months? I'm going back to the example of
the individual who's been eligible for five years but isn't receiving
the benefits to which he or she is entitled.

Ms. Marianna Giordano: All Canada pension plan benefits are
associated with a retroactive period of 12 months, and that applies to
everyone.

Even if a person applies for a pension at the age of 67 and would
like the pension to be retroactive to the age of 65, the limit of the
retroactive period is nevertheless set at 12 months. In future, if
people are automatically enrolled at 70, the 12 months will amply
cover their needs. They will incur no loss. This will be very positive
for the future.

Mr. Pierre-Luc Dusseault: With regard to automatic enrolment,
people must report their revenue every year in order to keep files up
to date. The Canada Revenue Agency needs that information in
order to proceed with automatic enrolment, doesn't it?

Ms. Marianna Giordano: The criteria are set forth in the act. You
must have contributed to the Canada pension plan. If the department
knows an individual is receiving another pension, such as old age
security or the survivor's pension, or that the individual filed an
income tax return the previous year, enrolment will not be automatic.

If people don't meet those criteria, an application will have to be
filed. That application will still be received by the department
without any problem.

Mr. Pierre-Luc Dusseault: Thank you.
[English]
The Chair: Is there anyone else?
That completes officials' statements on division 6.
We're on part 4, division 7.

We'll now hear from Ms. Martel, director, old age security policy
and public pension statistics division, seniors and pensions policy
secretariat, income security and social development branch, ESDC.

[Translation]

Ms. Nathalie Martel (Director, Old Age Security Policy and
Public Pension Statistics Division, Seniors and Pensions Policy
Secretariat, Income Security and Social Development Branch,
Department of Employment and Social Development): Thank
you, Mr. Chair.

Good afternoon.
[English]

Clause 156 amends the Old Age Security Act to enhance the
guaranteed income supplement earnings exemption.

The guaranteed income supplement, or GIS, is a benefit paid to
low-income seniors in addition to the old age security pension. The

GIS is based on income to ensure that benefits are targeted to those
most in need. The GIS earnings exemption currently allows low-
income seniors to earn up to $3,500 per year in employment income
without a reduction to their GIS. Income from self-employment does
not currently qualify for the exemption.

The proposed amendments would increase the GIS earnings
exemption from $3,500 to $5,000, extend the earnings exemption to
self-employment income and provide an additional 50% exemption
on up to $10,000 of employment or self-employment income beyond
the $5,000 exemption.

® (1550)

[Translation]
This enhanced exemption would apply starting July 2020.

An estimated 330,000 low-income seniors would receive an
increase in their benefits. The annual cost would amount to more
than $460 million.

The average benefit increase for low-income seniors who are in
the labour market is estimated at $1,400 a year.

[English]
The Chair: Are there any questions?

Mr. McLeod.

Mr. Michael McLeod (Northwest Territories, Lib.): I just want
some clarity on this issue, because it's a big one in my riding and I've
heard a lot from people I represent.

I represent quite a few smaller indigenous communities. Most of
the people who are seniors in those communities don't have
government pensions and there usually aren't too many people who
have corporations that provide pensions, so there's not a lot of
income other than the GIS and old age security.

We have a lot of people who have lived their lives practising
traditional pursuits: hunting, trapping, fishing, making snowshoes,
making canoes, making all kinds of stuff. The school often wants
them to come in to provide that information to the younger people,
or youth groups or different agencies will ask them to do it. They'll
give them a per diem or an honorarium. A lot of people who receive
this find out at the end of the year when they get their income tax
notices that they've collected money and now their pensions will be
docked, will be a reduced amount.

Will this change it and allow them to work in the different
facilities and collect a bit more money than they were getting
historically?

Ms. Nathalie Martel: Right now, the money they earn, if it's
considered employment income for tax purposes, they can exempt
up to $3,500 of this income. If they earn beyond $3,500, they will
benefit from this enhancement.

If it's considered self-employment income, right now there is no
exemption at all on it. This type of income doesn't qualify for the
current $3,500 exemption. People with self-employment income will
benefit from this exemption. It means they will be able to earn this
additional money without seeing a reduction in their guaranteed
income supplement.
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Mr. Michael McLeod: When you say “self-employment
income”, are you talking about somebody who is running a small
business? What's the definition?

Ms. Nathalie Martel: It's as specified in the Income Tax Act.

Suppose I have a contract. If I am a consultant, for example, and I
make a bit of money out of it, it would be considered self-
employment income.

If it is considered self-employment income for tax purposes and
it's included in net income for tax purposes, that is the definition we
use for the purposes of calculating the guaranteed income
supplement.

Mr. Michael McLeod: Okay. Thank you.

Ms. Nathalie Martel: You're welcome.

The Chair: Mr. Sorbara.

Mr. Francesco Sorbara (Vaughan—Woodbridge, Lib.): As a

clarification on that, the changes take effect from $3,000 to $5,000,
so someone can work and earn $5,000 with no impact on GIS.

Ms. Nathalie Martel: That's correct.

Mr. Francesco Sorbara: Then the second part of that change,
which is instituted in the BIA, is the amount from $5,000 to $15,000.

Can you provide colour on that, please?

Ms. Nathalie Martel: Yes. The full exemption will apply to the
first $5,000 of income, and a partial exemption will apply at a rate of
50% up to $10,000, beyond $5,000.

For example, if you have $7,000 of employment income, for GIS
purposes, we will ignore the first $5,000 completely and we will
exempt an additional $1,000, so 50% of the additional $2,000
beyond $5,000. Thus, you have $6,000 that will not be taken into
consideration when we calculate the guaranteed income supplement.

® (1555)

Mr. Francesco Sorbara: Ms. Martel, when you look at the GIS
and OAS tables on the website, on the GIS calculation, CPP is one of
the factors in terms of determination of income. This will benefit
seniors who are working who may not have been in the labour force
a long time, who want to work past age 65, who need those few extra
dollars.

In terms of the estimated number in the budget, over
approximately a four-year period of time, this is a $1.7-billion
expenditure by the federal government. Is that correct?

Ms. Nathalie Martel:

Mr. Francesco Sorbara: It will probably help tens of thousands
of seniors from coast to coast to coast, if I'm not mistaken.

Ms. Nathalie Martel: We estimate that 330,000 low-income
seniors will benefit from this measure.

That's correct.

Mr. Francesco Sorbara: Thank you for that data point.

The Chair: Is there any further discussion on division 7, or are
there any other questions?

Thank you, Ms. Martel.

Now, turning to part 4, division 8, which deals with non-permitted
surplus, we have Ms. Elder and Mr. Crabtree.

Ms. Elder is senior director, pensions and benefits sector, and Mr.
Crabtree is executive director, pensions and benefits sector.

Ms. Elder, go ahead.

Ms. Deborah Elder (Senior Director, Pensions and Benefits
Sector, Office of the Chief Human Resources Officer, Treasury
Board Secretariat): Thank you, Mr. Chair.

I'm here to speak to you today about the proposals contained in
clauses 157 to 159. These clauses propose to increase a surplus limit
set out in the legislation governing the Canadian Armed Forces, the
public service and the Royal Canadian Mounted Police pension
plans from 10% to 25% of the amount of liability.

These amendments will enable the Government of Canada to
build a larger surplus cushion in each of its pension funds and
thereby reduce the risk of future funding deficiencies. They relate to
the manner in which the Government of Canada funds its pension
obligations and demonstrates sound financial stewardship. They do
not impact the benefits payable to plan members, the cost of the
plans or the Government of Canada's pension liabilities.

That concludes our overview of this division. We'd be happy to
answer any questions you may have.

The Chair: Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: You plan to increase the surplus limit
from 10% to 25%. Is the 25% figure used for pension fund
management purposes? I'd like to know on what basis that
percentage was selected.

[English]

Mr. Simon Crabtree (Executive Director, Pensions and
Benefits Sector, Office of the Chief Human Resources Officer,
Treasury Board Secretariat): [ can confirm it is the same limit as
used in the Income Tax Act. In 2010 the Income Tax Act was
amended from 110% with a 10% surplus to 125%, so it's the same
limit. That is the legislation that applies to all other federally
regulated pension plans.

[Translation]

Mr. Pierre-Luc Dusseault: You said that it wouldn't have any
impact on the government's financial burden, that there wouldn't be
any additional expenses associated with the limit increase.

Does the government frequently stop making its contributions as a
result of the limit? How often does that occur? Can we estimate the
amounts in question?

[English]

Mr. Simon Crabtree: I'm so sorry. There are multiple conversa-
tions here.

Just to repeat, are you looking for the frequency of the special
payments that are made or the level of payment?
[Translation]

Mr. Pierre-Luc Dusseault: I want to know how frequently the
Government of Canada stops making its contributions as a result of
the current 10% limit.
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Mr. Simon Crabtree: We haven't limited the federal govern-
ment's contributions to date. For example, Public Services and
Procurement Canada currently has a 106% surplus. So we're talking
about 6%. We've never seen a case in which employer contributions
had to be limited. In view of what we've recently observed in the
markets, we anticipate that may eventually occur.

[English]

What would happen, if we hit that limit, effectively would be that
the government would be forced to take a contribution holiday. If we
didn't change the limit and left it at 10%, the government would have
to cease making contributions immediately until it came back below
the 10% limit. Given the market volatility, we want to ensure that
there's an additional comfort or buffer zone to allow this not to be
forced to happen.

® (1600)
[Translation]

Mr. Pierre-Luc Dusseault: So it's not in order to react to
something that's already occurred but rather to anticipate something
that might occur.

[English]
The Chair: Are there any further questions on this division?
Okay, thank you, Mr. Crabtree and Ms. Elder.

We will call up the officials for regulatory modernization, part 4,
division 9, subdivisions A, B, C, D, E, F, G, H, I, J....

We have Ms. Ritchot, executive director, regulatory policy and co-
operation directorate, Treasury Board Secretariat.

The floor is yours.
[Translation]

Ms. Jeannine Ritchot (Executive Director, Regulatory Policy
and Cooperation Directorate, Regulatory Affairs Sector, Treas-
ury Board Secretariat): Thank you very much, Mr. Chair.

As you can see, I'm accompanied by a number of colleagues
who'll be helping me during the presentation.

I'm going to provide a brief overview of the initiative we'll be
discussing today. In its fall 2018 economic statement, the
government committed to introducing an annual regulatory amend-
ments bill. That bill starts this year, in 2019.

The purpose of the bill is to modernize regulatory requirements to
better reflect the realities of the new digital economy, to relieve the
administrative burden of regulation in Canada and to lower barriers
to investment and innovation in this country. To that end, it is
necessary at times to amend the act. This bill will allow us to amend
several at a time.

[English]

The first bill will be presenting changes to 12 acts across a variety
of sectors. In a moment my colleagues will start to outline some of
those sectors. These changes will help to cut costs to both regulated
parties and to regulators in a bid to make regulation more efficient.
Many of the changes will respond to long-standing irritants that have
been raised by business to regulators and many of the changes will
also support a more innovative, flexible and agile regulatory

framework. This is one of multiple initiatives that the Treasury
Board Secretariat is pursuing on behalf of the government to support
a regulatory competitiveness and innovation agenda.

I'm now going to turn to my colleagues to go through the
individual changes to the acts. I believe we're starting with a repeat
performance.

The Chair: Before we go to Mark, I don't know if anyone else has
any questions basically on the process, but I certainly do.

On regulatory modernization, Jeannine, I know it crosses all
sectors and all departments, but what kinds of consultations actually
take place with stakeholders? I've heard from some who don't
believe they were consulted, but there are a lot of stakeholders in
every field. What's the process by which Treasury Board decides
what areas of regulation they're going to propose changes to? I agree
entirely with the principle because 1 believe from a policy
perspective.... Certainly at the finance committee we've been out
there trying to find ways to make industry more competitive, and
then we see some regulations—and I'll be honest with you—going in
that probably makes us less competitive. It's a tough area.

How do you make the decision and what is your area of
consultation when you're looking at making regulatory changes?

® (1605)

Ms. Jeannine Ritchot: Thank you, Mr. Chair, for the question.

I didn't mean to move straight into the substance. Although—

The Chair: I know Mark was biting at the bit. He hasn't been here
before.

Ms. Jeannine Ritchot: Mark was really looking forward to it.
That's right. He really wanted to go again.

It's an excellent question. I should say that a fundamental pillar of
the Government of Canada's regulatory modernization agenda is
greater transparency and greater engagement with stakeholders.

In the case of the first annual regulatory modernization bill, the
government made clear its intention to have something tabled in
2019. That left us with a very narrow window in which to get the
first bill done. We did, however, have a plethora of other consultative
measures that we were able to draw from.

You may recall, Mr. Chair, that in 2018, the government
announced targeted sectoral regulatory reviews in three key sectors.
The purpose was to enhance flexibility in those sectors, more
competitiveness and more innovation. Those were specifically agri-
food and aquaculture, transportation and infrastructure, and health
and biosciences. A lot of the ideas from this regulatory moderniza-
tion bill came directly from the consultations that Treasury Board
Secretariat and the partnered departments held for those regulatory
reviews.
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It is fair to say that not every single irritant raised could be
addressed in this first bill. That was quite simply a measure of the
time we had to put together this bill and get it into the House of
Commons in 2019. On an annual basis, we will build in strong
consultation mechanisms to make sure that stakeholders and
departments have the opportunity to be heard, and to make use of
this tool.

The Chair: Okay. This will be done on annual basis.
Ms. Jeannine Ritchot: That's right.

The Chair: Say that ABC organization has concerns about
regulations or changes that might be forthcoming. Is there any way
that businesses or individuals can get to the centre that's doing these
consultations, or that's making these changes, to provide their input?

Ms. Jeannine Ritchot: Yes. Once we get through the first annual
regulatory modernization bill, we'll be taking a look at how to make
this a more regular occurrence, on an annual basis. This was the first
time through. Part of that will be building in a centrally led process
that my team at Treasury Board Secretariat would lead. That would
allow input in a way not dissimilar to what we do for regulatory
reviews. Treasury Board Secretariat led the national consultations on
the regulatory reviews. We were the central single window for
stakeholders to come in and let the government know what they
wanted to see changed.

That will continue for both reviews. We'll look at making it part of
this, as well.

The Chair: Okay.
Does anybody else have any questions?
Then we'll turn to Mr. Schaan, who is biting at the bit.

Go ahead, Mark, with the Bankruptcy and Insolvency Act .
[Translation]
Mr. Mark Schaan: Thank you, Mr. Chair.

The first issue in this bill concerns changes in insolvency.
[English]

Licensed insolvency trustees must renew their licences and pay
fees on December 31, annually. This deadline creates unnecessary
administrative burden or pressure for many trustees, because it may
fall during the end-of-year holiday period. We are proposing, as part
of this, two changes.

The first is to change the deadline. The proposed amendment
would allow for a licence renewal date that is more convenient. It
would be prescribed in regulation. It wouldn't conflict with the end-
of-year holiday period or other inconvenient periods.

Right now, trustees are required to keep the original signed copy
of specified documents, notably minutes, proceedings and resolu-
tions passed at any meetings of creditors or inspectors, whereas all
other estate documents can be kept in digital form. As a function of a
long-standing complaint from the trustee community that this
requirement is out of date and causes unnecessary administrative
burden, the government will allow for digital office practices by
licensed trustees.

®(1610)

The Chair: Are there any questions on subdivision A of division
9?

We're all okay.
Okay, thank you very much.

You're getting efficient, Mark. Come forward again and it will be
done before you even read your part.

Subdivision B, amends the Electricity and Gas Inspection Act.

We welcome Mr. Cotton, vice-president, program development
directorate, and Mr. Spicer, vice-president, regulatory modernization.

Mr. David Spicer (Vice-President, Regulatory Modernization,
Innovation, Science and Economic Development Canada):

Thank you, Mr. Chair.

I'm David Spicer, vice-president of regulatory modernization.
With me today is Carl Cotton, vice-president of the program
development directorate. We're with Measurement Canada.

Measurement Canada is an agency of Innovation, Science and
Economic Development Canada. Our mandate and legislation are
designed to ensure measurement accuracy to protect consumers from
measurement errors.

Clause 162 would provide the ability for the minister to make
regulations to allow new units of measure for electricity and gas
sales and distribution not currently specified in the act. This measure
increases the agility of legislation and facilitates a faster response
when new technologies are proposed to enter into the Canadian
marketplace. This authority would allow the government to react
more quickly to accommodate new technologies and innovation that
might not use traditional units of measure for electricity consump-
tion.

Current examples would be zero-emission vehicles and light-
emitting diode street lights being introduced with innovative
measuring devices.

The authority permits the use of the new unit of measurement in a
time-limited context. The regulations made under this authority
would expire when a permanent amendment to the electricity and
gas inspection regulations is made through the normal regulation-
making process, or they would expire after three years.

Thank you.

The Chair: Are there any questions on this division?

Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: Does the government frequently use
new units of measurement for electricity and gas. I thought it didn't.
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[English]

Mr. David Spicer: No, it isn't frequent. In fact, this authority is
very much anticipatory should there be a new unit of measure. Part
of the reasoning behind this is that as things are moving more
quickly, new technologies are being introduced. This allows a bit
more of a rapid response should a new unit of measurement be
introduced.

To answer your question, no, they're currently not all that
frequent.

[Translation]

Mr. Pierre-Luc Dusseault: Would new units of measurement
otherwise be introduced via legislative or regulatory initiatives?

[English]
Mr. David Spicer: Correct.
The Chair: Are there any further questions?

Thank you, Mr. Spicer and Mr. Cotton.

On subdivision C, the Food and Drugs Act, we have Mr. Loyst.
There are a few officials here.

We have Mr. Lee, who is the chief regulatory officer.

Is Mr. Flint here?

Ms. Jeannine Ritchot: He's coming later.
The Chair: As well, we have Mr. Yalkin.

Go ahead, Mr. Lee.

Mr. David Lee (Chief Regulatory Officer, Issues Management,
Health Products and Food Branch, Department of Health):
Thank you, Mr. Chair.

Subdivision C would amend the Food and Drugs Act to optimize
patient safety, but to enable innovation.

Clause 164 would introduce a more organized way to determine
classification. Right now, products can fall under more than one
definition, such as a food and a drug, or a device and a drug. This
would help increase transparency and cause the minister to consult.
It would also reduce, especially for innovative smaller businesses,
the uncertainties when you have to choose which pathway to take.

Clause 166 would introduce measures to modernize our clinical
trial structure. Many advanced ways of conducting clinical trials are
being developed. This will be especially good for physician-led
research for our children with cancers. It would also include new
abilities for clinical trials in foods such as infant formulas and
hospital-given foods, for example, through a feeding tube. Right
now, companies have to do those clinical trials in other countries
because they're not enabled here.

Clause 169 and on would introduce a new pathway for advanced
therapeutic products. This is very important because science and
technology is really multiplying the developments that we're starting
to see, a lot of in-hospital manufacturing of devices that can be
embedded with cells. This is for a regulator to be very agile, and look
after the safety but make sure we can tailor the requirements through
what this pathway is intended to do.

Perhaps I can pass the floor to my colleague to go over the
inspection measures.

®(1615)

Mr. Greg Loyst (Director General, Policy and Regulatory
Strategies Directorate, Department of Health): Thanks for the
opportunity to provide a brief overview of clauses 170 and 171,
which deal in particular with the powers of inspection.

[Translation]

We work in an increasingly complex world, and technology is
evolving at unprecedented speed, but our powers of inspection have
not kept up with the pace of those developments.

The proposed amendments would clarify some of the powers
conferred by the act and grant inspectors modern powers to enforce
it, which would make it possible to adopt more flexible and
adaptable approaches.

[English]

The proposed amendments are really intended to help us better
protect the health and safety of Canadians. These are in keeping with
powers that you would find in other modern federal legislation,
including many of those acts that are administered within the health
portfolio.

What I'll do is quickly run through some of the highlights of the
authorities that we're seeking.

The proposed amendments would allow inspectors to order a
person to provide an inspector with any document, information or
sample specified by the inspector. This could be done without the
inspector being on site. They would add electronic data to the list of
records or documents that could be examined, by giving the
inspector the ability to reproduce this electronic data or use a
computer system or a means of telecommunication at the place being
inspected. They would allow things like the inspectors taking
photographs or making recordings and sketches during an inspec-
tion. An inspector would be able to examine, test or take samples of
anything in the place being inspected, or remove anything from the
place being inspected for those purposes.

Inspectors would be able to cause a person to identify themselves
to the satisfaction of the inspector in the place being inspected. The
inspector would be able to order a person to move or stop a
conveyance for the purpose of inspecting that conveyance, or if a
conveyance is blocking access to products in a warchouse, for
example, to move that conveyance so that the inspector could get at
it.

It would also allow an authority to pass through or over private
property. This would not include a dwelling house. The sanctity of
the home would remain. The only two ways we could get into a
home would be with a warrant or with the consent of an owner, but
this would allow us to pass over private property to execute our
functions.
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I'd also like to mention that in clauses 173 to 175 you'll find the
offence provisions. What's important to note is that where there is a
duty created by these new authorities, it would fit within the existing
infrastructure of the offences that are currently in the act, so there is
no increase to penalties or offences. In those clauses we've really just
aligned the provisions that we're seeking here with the existing
infrastructure of the penalties.

That's it.
The Chair: We're open to questions, members.

Mr. Viersen, do you want in?

Mr. Arnold Viersen (Peace River—Westlock, CPC): Yes,
please.

In clause 164, proposed subsection 2.4(1) “Classification —
thing”, and in proposed subsection 2.4(2) “Classification — class of
things”, can you explain that a little bit more? It just seems to me that
food.... I understand why we want to pick one lane and stay in it, but
what does that look like in reality?

Mr. David Lee: Basically there are four definitions at the act
level: food, drug, cosmetic and device. Especially with the newer
technology, we're seeing blurring across the lines.

If you think of yourself as a start-up company and you're getting
ready to go through the device regulations, which are pretty
complicated.... You have to meet all the requirements for clinical
development, but then also quality, so you're lining up with that
pathway. You would usually file the submission with Health Canada
and then find out at that point that no, we think you're actually a
drug. You should be on the drug side, or you have to meet both
regulations. That is very late in the day. You've invested a lot of
money at that point.

This would get out ahead. It would look at different product lines
and be able to do it as a matter of keeping a schedule. The minister
would propose and it would be like a ministerial regulation through
an order. You go out and you consult and everybody gets a chance to
weigh in, and then you schedule.

Then there is certainty. Once people see themselves as “I am a
food” or “the kind of product I'm into is a food”, it just settles it
down and gives certainty around the classification.

© (1620)

Mr. Arnold Viersen: Would there be any ability to move it from
one to the other after the fact?

Mr. David Lee: No, we've prevented that because, again, these
are pretty rigorous criminal prohibitions so you really don't want to
shuttle one for the other. It's just where something can be more than
one, you're settling on one of the pathways.

Mr. Arnold Viersen: Okay, thank you.

The Chair: Do you have an actual definition for “thing” or class
of thing”?

Mr. David Lee: We did spend a lot of time in the drafting room
on that, Mr. Chair.

You needed something to identify the product before it was
classified as a drug or a food, so “thing” was really chosen to be
malleable enough that it could be all three. Chewing gum, for

example, is a thing that could be a cosmetic if it whitens teeth. It
could be a food. It could be a drug if it makes dental claims.

When we look at it prior to classification, we treat it as a thing in
the act, and then we'll sort which lane it goes into.

The Chair: Does anybody else have any questions?

Still on the inspection measures with various new authorities,
what I get a lot of, because I come out of the farm sector, is CFIA....
With these new areas of endeavour, would there be an additional cost
to business? Also, what kind of challenge can a company exercise in
these areas of inspection, if it disagrees?

Mr. Greg Loyst: On the first part, it's not foreseen that there
would be any additional cost to industry to comply. Really, what
these powers are doing is to give more flexible authorities to our
inspectors and bring the Food and Drugs Act into line with other acts
that you would see, including the Safe Food for Canadians Act and a
variety of others within the health portfolio. It's really giving them
more ability to verify compliance and prevent non-compliance.
There shouldn't, then, be additional resource requirements for
industry.

With regard to challenges, these authorities, like all other
administrative authorities exercised by government, are subject to
judicial review. Any individual who has a challenge with any
administrative decision made by the government has the opportunity
to pursue a judicial review as well.

The Chair: I'm not going to debate it, but from where I sit and
what I hear, what Health Canada might see as flexible, someone in
the business community might see as restrictive. I'll not get into
them, but I could give you all kinds of examples on meat inspection,
small slaughterhouses and so on.

These additional inspection measures would apply to basically
everything that the Canadian Food Inspection Agency, the Canadian
Grain Commission and other measures apply to, such as slaughter
plants, grain elevators, etc.

Mr. David Lee: Mr. Chair, the CFIA was sort of involved in the
discussions here, and this was really to align.... You're correct that
many instruments apply to foods. The Food and Drugs Act is on the
safety side and then you have the Safe Food for Canadians Act.
These are to line up the powers that they will use on a regular day.

We have worked with the CFIA, and we are thinking along the
lines of modernization. We have done past work to make things
flexible, such as the food additives changes we made many years
ago. We are considering things such as that.

This is just to line up the inspection powers as between
instruments, basically.

The Chair: 1 have one other question. It relates to service fees.
You folks may not be able to answer.

As I understand it, Health Canada doesn't fall under the Service
Fees Act. My question would be, why not?
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We had this discussion, I think, a year ago at committee. We will
get complaints about service fees being a substantial cost to the
business side. Health Canada, if it doesn't fall under the Service Fees
Act, doesn't have to justify those service fees in the same way that
any other department in government has to do in justifying its
service fees cost.

I'm not expecting you to have an answer, but if you have one,
great. If you don't, pass it up the line. You can tell them that I'm very
concerned that Health Canada doesn't fall under the Service Fees Act
and that I think they should.

® (1625)
Mr. David Lee: We will take that back, Mr. Chair.

Thank you.
The Chair: Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: With regard to the possible addition
of a list of advanced therapeutic products in schedule G, I'd like to
know why the decision was made to include this provision and thus
to enable the minister to add therapeutic products quite randomly.

[English]

Mr. David Lee: Actually schedule G is structured to eliminate
randomness so that it instructs the minister to focus on certain things
when scheduling.

Right now many companies can fit their filings in either the device
side or the drug side, but more and more as you're seeing different
manufacturing models, technology like artificial intelligence, it
would require a regulatory change to really get right through the
pathway. So, really the advantage of this is to lift it away from the
device regulations, the drug regulations, and put it in a place where
we can rapidly tailor the requirements.

It's not just for any product. It's really to make sure that this is for
advanced scientific products. It's for products that don't fit in the
regulations right now and that would be suitable to be governed in
this particular way. There is a lot of deliberation on what the criteria
would be, looking at the advancement of the science and technology,
the level of uncertainty around the benefits and potential harms. For
things like wearables, for example, we're all figuring out how to
regulate those. Giving a licence for each one may not be possible.
This actually creates a schedule in an orderly way that we list the
products to go into that space.

Once we know more about regulating it, we may bring it back
over to the normal regulations once we understand how to normalize
that.

[Translation]

Mr. Pierre-Luc Dusseault: In other words, schedule G doesn't
yet exist. You want to create it, don't you?

[English]
Mr. David Lee: It's created through this enactment. It's empty so
far. We have been consulting a great deal with innovation hubs in

Montreal, Toronto, Vancouver, across the country, which are really
bringing very advanced health products. It's exciting for patients, but

to see which ones will go in, first we'll have a structured exercise to
make sure that they meet the criteria.

[Translation]

Mr. Pierre-Luc Dusseault: So the idea is to allow more
flexibility. In that way, advanced therapeutic products can be
approved more quickly. They'll be entered in the right category later
on during the approval process.

[English]

Mr. David Lee: Exactly, so when a hospital is adopting, for
example, brand new genetic therapies, they are not waiting for five
years for us to make a regulation. These are happening in our cancer
centres now, and so to really get that flexibility has been the aim of
this instrument.

[Translation]

Mr. Pierre-Luc Dusseault: How can someone apply to add a
product to schedule G? Is the process official or informal? Will the
minister have to be involved?

[English]

Mr. David Lee: This is not done through application. It is a power
available to the minister. But having said that, our branch has been
conducting a foresight exercise in consultation with companies, with
other international regulators, because we're all wrestling with the
same technologies coming in. We're going to need to organize
discussions to be able to schedule because it won't be for just one
company. It will be a product class or line of products that would be
scheduled, and then people can get into that space and develop their
products.

[Translation]

Mr. Pierre-Luc Dusseault: I see.

What I'm afraid of is that we're creating a regime involving many
powers and that some individuals, subject to a variety of influences,
will manage to convince the minister to add other products to
schedule G in short order, while the regulatory process for the
approval of medication or medical devices drags on for others.

® (1630)
[English]

Mr. David Lee: It's important to state that we do not want to
create less of a safety or evidentiary standard. It may be that you do
the same amount of work. It's just that we don't have old regulations
from the 1960s governing, for example, a drug that's very advanced.
We're seeing right now, for example, in artificial intelligence there is
a rule in the medical device regulations that says every time you
make a significant change you have to revalidate the software. For
artificial intelligence, you would be constantly doing this.

It would be tailoring the requirements. It wouldn't be lifting away
any safety requirements. It would be saying, for artificial
intelligence, which hospitals are using now very beneficially, “This
is something that's an advanced technology product. We're not going
to make you revalidate. Here's the thing that we will do: We will
look at your quality control system.”

It's doing that without having to make a regulation for a whole
number of years. It's not lowering the bar or making it easier or
harder. It's actually tailoring the requirement.
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We do share those concerns. That's why we regimented the
schedule and we're making sure that we would have the safety
requirements well in order.

The Chair: Mr. Sorbara.

Mr. Francesco Sorbara: I have a quick question. I'm not sure this
applies to it but I think so.

In the case of biologics, how would this apply?

Mr. David Lee: Biologics right now are scheduled. They're
regulated well in our regulations for the drugs. For the most part,
companies will keep going through that pathway.

For example, some of the stem cell research and advanced cell
work that we're seeing done in hospitals may not, with the
manufacturing model, fit well within the biologics regulations. In
that case, we would take a species of biologics and move them into
that schedule so that we could tailor some of the requirements.

Many of the requirements will remain the same. You always need
to show that it works the way we think it should, that it's safe within
the disease it's treating and that there's a high-quality manufacturer.
All those ground rules will still apply, but this is where again we
need to be flexible with the biologics.

Biologics may thus straddle both their home, which they're in
right now, but also this new pathway.

Mr. Francesco Sorbara: As biologics or personalized medicines
become more and more available, developing any sort of national
pharmacare plan and looking at developing a formulary is difficult,
in the sense that as time advances, medicines become so
personalized that you may have Jane Doe needing a certain medicine
for breast cancer that you can't just list on a formulary because it's for
Jane Doe. The system has to be flexible enough to incorporate that,
or else the formulary, for all intents and purposes, is not very useful.

Mr. David Lee: Certainly from the Health Canada side, part of the
reason we rationalize this pathway is, very much to your point, that
in hospitals we're seeing more and more abilities to fabricate
products right at bedside; you'll genetically inform a cell and put it in
a patient. You're right. This is something that is creating a more
personalized lens.

Certainly from the safety regulations standpoint we want to make
sure we're getting it right. We may not see the big clinical trials that
we used to see. It may be a one-time therapy. That's pretty disruptive
for us. Usually we see drugs given over time and can see how
patients are doing.

Some of these new models are thus going to take some thinking,
but that's why we have it so that we can tailor the requirements. We
are making sure that we're keeping in touch with health technology
assessors and others who are currently dealing with these types of
therapies.

The Chair: Are there any more questions on that division?

Ms. Ritchot, I'll let you introduce the next crew, on subdivision D.

Ms. Jeannine Ritchot: I think we're still at the table here, Mr.
Chair.

It's Tim Krawchuk, from the Canada Revenue Agency. I'm sorry; |
don't have my notes here.

Go ahead, Tim.
® (1635)

Mr. Tim Krawchuk (Manager, Excise Duty Operations —
Alcohol, Canada Revenue Agency): Thank you very much.

This will be an amendment to the Importation of Intoxicating
Liquors Act. It would remove the federal requirement that alcohol
moving interprovincially be sold or consigned to a provincial liquor
authority. Provinces and territories would still have the authority to
control the sale and distribution of alcohol within their jurisdictions.
The Importation of Intoxicating Liquors Act would only apply to
alcohol imported into Canada. Finally, the amendment fulfills the
commitment made during the first ministers meeting in December
2018.

The Chair: Are there questions?

Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: You're confirming that this is indeed a
symbolic change but that, in actual fact, it will have no real effect on
Canadian citizens.

[English]

Mr. Tim Krawchuk: You are correct. The provinces derive their
power through the Constitution. We learned that in the Comeau case
last year, and there was a prior Supreme Court case as well.

[Translation]

Mr. Pierre-Luc Dusseault: So is every statement the government
makes to the effect that it's now making it easier to transport alcohol
in Canada incorrect?

[English]

Mr. Tim Krawchuk: It's not incorrect; it's up to the provinces.
Currently, there are three provinces that allow it to some degree. It's
really the provinces that control it.

[Translation]

Mr. Pierre-Luc Dusseault: I see.

So there will be no major changes after the bill's passed, unless the
provinces decide to do something.
[English]

Mr. Tim Krawchuk: That's correct. What it does, though, is send
the message that the federal government is encouraging interpro-
vincial trade, certainly in the area of alcohol.

The Chair: Pierre, you never know; you might be able to get
some of that good P.E.I. moonshine yet if things go right.

Is that it for that subdivision?

Then on subdivision E, the Precious Metals Marking Act, we'll go
to Mr. Schaan.

Mr. Mark Schaan: I'm going to cover at the same time
subdivision E, the Precious Metals Marking Act, and subdivision
F, the Textile Labelling Act, because they're related measures.
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The proposed legislative amendment would expand the current
regulatory authority in the act that allows for exemptions from
labelling rules to be made by regulation. It's to allow for exemptions
that are conditional on the performance of a certain action or actions.
These proposed legislative amendments will not require subsequent
regulatory amendments.

In 2000, the Standing Joint Committee for the Scrutiny of
Regulations concluded that the Textile Labelling Act's regulatory
authority is not broad enough to allow for certain of the textile
labelling and advertising regulations that grant exemptions from
labelling rules conditionally upon the performance of specific
actions. In the absence of legislative amendments, such ultra vires
regulations would have to be repealed and the Standing Joint
Committee for the Scrutiny of Regulations could recommend
disallowance by the Governor in Council, which would lead to
undesirable consequences.

We've taken the opportunity at the same time as making this
change to the Textile Labelling Act to do so as well for the Precious
Metals Marking Act, which has exactly the same regulatory issue at

play.

That means when a precious metal or a textile arrives that does not
meet our current regulatory standards for labelling, instead of
rejecting it outright, it can be brought in on a non-commercial basis,
subject to the meeting of the conditions that are required. Essentially
it gets relabelled before it actually enters the marketplace. It's a well-
utilized function and we heard loudly from industry and others that,
should this provision be struck down, there would be great risk of the
possibility of deferred shipments and other things. This just cleans
up two very long-standing statutes, both the Precious Metals
Marking Act and the Textile Labelling Act.

The Chair: Does anyone have any questions?

Then on subdivision G, the Weights and Measures Act, we have
Mr. Spicer or Mr. Cotton.

Mr. David Spicer: Mr. Chair, there are five amendments to the
Weights and Measures Act. Most are proposed to remove
prescriptivity in the current legislation.

For example, in clause 192, the definition of “measuring machine”
is amended to remove the reference to “moving or movable part”.
This amendment is proposed to address the increasing number of
measuring devices that no longer have moving parts, including those
devices based on software for measurement or measurement-related

apps.

In addition to that change, there is a similar ministerial regulation-
making authority to that proposed for the Electricity and Gas
Inspection Act, which I described earlier, that would add new units
of measure with a similar rationale. These changes would allow the
act to keep pace with international standards and the flexibility to
allow new measurement approaches that may arise with new and
unforeseen technology developments.

The other proposed amendments to the Weights and Measures Act
would provide greater flexibility in the act, while others would align
the act with international definitions.

©(1640)

The Chair: Are there any questions?
All right. That sounds pretty straightforward to me.

We'll turn to subdivision H, the Hazardous Materials Information
Review Act.

Ms. Ritchot, do you have the names before you?

Ms. Jeannine Ritchot: Yes, Mr. Chair. Tolga Yalkin from Health
Canada will speak to this subdivision.

[Translation]

Mr. Tolga Yalkin (Director General, Consumer Product Safety
Directorate, Department of Health): Good afternoon, ladies and
gentlemen.

To give you some context, Canadian law requires businesses to
disclose on their labels the ingredients used in chemical products
sold for use in the workplace.

[English]

That said, some companies consider their formulas trade secrets,
and accordingly, they can file a claim to exempt a chemical product
from the requirement to disclose its ingredients on the label.

When a company makes such an application to Health Canada, we
review the other information that a company plans on providing a
worker on the chemical product in question, including the hazard
symbols, the precautionary statements and the first aid treatment in
the case of exposure. We review that information obviously to make
sure that it is sufficient and accurate to keep workers safe.

[Translation]

The proposed measures, although not radical, would make minor
improvements to our process for considering the claims businesses
make that their chemical formulas not be disclosed.

[English]

The first is removing the requirement that Health Canada be the
guarantor of the information they do plan on providing workers on
their chemical products as required by the law.

The second is replacing the Canada Gazette process for publishing
individual product notifications with an online system. I want to
stress that this is not about eliminating the gazetting process for new
regulations. That would remain. Rather, it's about individual product
notifications. That we are still gazetting these, I think, is really a
reflection of the fact that the act in question was conceived of over
40 years ago, a time in which gazetting was really the only way to
communicate to companies such notifications.

Other similar notifications you might be interested to know about,
as well, for which Health Canada is responsible, such as relating to
natural health product licences, drug sale authorizations and novel
food safety assessments, for example, are not gazetted but are
presented online.

The third is eliminating a heavy and cumbersome appeal process
and leaving any disputes to be dealt with by way of judicial review.
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The fourth is providing for more graduated sanctions for non-
compliance.

The fifth is providing the Minister of Health with the authority
under a very narrow set of circumstances to disclose chemical
formulas where there is a serious or imminent danger to human
health or safety.

That concludes my remarks, Chair, and I'm happy to take any
questions.

The Chair: Are there any questions?

Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: How different is this new procedure
from the current process for handling claims for exemption from the
requirement to disclose the ingredients of a formula to the minister?

Mr. Tolga Yalkin: It's the same process as the one currently in
place, the purpose of which is to review all information that must be
presented to workers. As I mentioned, the idea is mainly to make
minor improvements to the process. We want to make it more
effective and efficient both for us at Health Canada and for the
industry and to provide better protection for workers.

Mr. Pierre-Luc Dusseault: In what instances can someone claim
an exemption from the requirement to disclose all ingredients?

Mr. Tolga Yalkin: All businesses are entitled to file a claim for
exemption, and we usually grant them. We at Health Canada take the
time to review all the information accompanying a claim for
exemption and the information the business proposes to disclose to
workers. We thus ensure that this information is fair and accurate so
that workers can be better informed about any problems that might
arise from exposure to the chemical products in question.

®(1645)

Mr. Pierre-Luc Dusseault: How much does it cost to file a claim
for exemption?

Mr. Tolga Yalkin: Fees for filing claims for exemption depend on
the number of claims filed. A single claim will cost $1,800. If several
claims are filed simultaneously, fees will be $1,800 for each of the
first 15 claims, $400 for each of the next 10 claims, and $200 for
each of the claims filed after the first 25.

The cost to us to review and process claims is greater than the fees
we take in.

Mr. Pierre-Luc Dusseault: Thank you.
[English]

The Chair: Are there any provincial or territorial considerations
in this kind of a policy change?

Mr. Tolga Yalkin: That's a very good question, Chair. Yes, there
is. Obviously, the federal government is not the main player when it
comes to occupational health and safety. The provisions that exist in
other acts—in the Hazardous Products Act—requiring the presenta-
tion of this information.... Although it's a matter of federal
jurisdiction, it's something that provincial and territorial inspectors
and authorities benefit from significantly: the uniform requirement to
present information on these products.

We worked and consulted quite closely with the provincial and
territorial regulatory authorities to ensure that the changes that were
being proposed as a result of the consultation we engaged in with
industry met, I think, with their approval and their consensus.

The Chair: Mr. Fragiskatos.

Mr. Peter Fragiskatos (London North Centre, Lib.): Thank
you, Mr. Chair.

Mr. Yalkin, are we talking about having companies keep on their
database images of hazardous materials so that they can be accessed
on a continuous basis? Is this what this proposal is aiming at?

Mr. Tolga Yalkin: No.

Mr. Peter Fragiskatos: I could have it confused with something
else.

Mr. Tolga Yalkin: Maybe. I suspect that you're probably thinking
about the true copy requirement under the Hazardous Products Act.

Mr. Peter Fragiskatos: That's right. Is this something different?

Mr. Tolga Yalkin: Yes. These amendments relate to the
Hazardous Materials Information Review Act, which is really the
act that sets out the process we go through when a company wants to
obscure the information it would otherwise have to present on its
label.

Mr. Peter Fragiskatos: I have some familiarity with true copy,
and what you're talking about shares some similarities with true
copy, at least in the way you describe it. This has nothing...? We're
talking about apples and oranges, are we?

Mr. Tolga Yalkin: They are two different issues. The documenta-
tion retention requirements under the HPA, the Hazardous Products
Act, are totally unrelated to these particular amendments that are
being proposed. They are different topics.

Mr. Peter Fragiskatos: All right. I just wanted clarification.
Thank you.

Mr. Tolga Yalkin: It's a pleasure.
The Chair: Thank you.

Next is subdivision I, Canada Transportation Act, proposed
regulatory modernization.

[Translation]

Mr. Sylvain Souligny (Director General, Legislative and
Oversight Management, Department of Transport): Thank you,
Mr. Chair.

Regarding the feedback we gathered from the regulatory review
and the contributions of many transportation sector stakeholders, to
which Ms. Ritchot referred earlier, Transport Canada is proposing
two amendments to the Canada Transportation Act.

[English]

Clause 214 is in support of improved modern service delivery to
Canadians and industry. Here we are seeking discretionary authority
for the Minister of Transport to allow digital equivalency in cases in
which existing legislation or regulations still require physical
documents, for example, wet signatures, original copies, in-person
transactions.
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An example of this is in our marine personnel regulations. They
currently require seafarers to provide original copies of medical
examination reports. With this proposed amendment, the minister
would be able to allow electronic submission.

[Translation]

We anticipate significant efficiency gains.
[English]

We also project reduced administrative burden, but importantly,
an improved experience for Canadians and industry in transacting
with Transport Canada.

[Translation]

Clause 215 is proposed in the context of transportation sector
growth, which is based on new technologies.

® (1650)
[English]

For this particular clause, we're seeking authority for the Minister
of Transport to grant, upon application, time-limited exemptions—
five years—for the distinct and limited purpose of research,
development or testing in the transportation sector.

This is not for certifying new products. The overarching objective
is to allow for regulatory sandboxes and pilot projects so that
industry may test new technologies, prototypes, processes or
business models in a safe and controlled environment. This includes
innovations that could produce safety, security or environmental
protection benefits.

Exemptions would be subject to the necessary public disclosure. I
want to point out that Transport Canada already has a robust
exemption regime. This proposed amendment is not about seeking
an authority that does not exist. It actually ensures a structured,
consistent, transparent approach across all transportation modes and
programs, putting much sharper focus on innovation.

In addition, the proposed amendment includes a number of
safeguards to protect public safety, such as including a public interest
test; providing clear authority for the minister to establish conditions
and set enforceable safety and security parameters; allowing
Transport Canada to maintain oversight; and providing the authority
to repeal the exemption at any time, should there be safety or
security concerns.

This will conclude my remarks. Thank you.
The Chair: Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: This last point concerns exemptions
and public interest criteria. When the minister must authorize an
exemption, is he required to publish the exemption and related
conditions so the public can also monitor that technology?

Mr. Sylvain Souligny: Exactly.
The intention here is completely transparent with respect to the

process. The conditions will be made public, regardless of whether
the claim for exemption comes from a single entity or a group.

Mr. Pierre-Luc Dusseault: I see.

I assume they'll be published in the Canada Gazette?

Mr. Sylvain Souligny: If a group files a claim, the process of
publishing in the Gazette applies, as does the Statutory Instruments
Act.

The Statutory Instruments Act doesn't apply in the case of an
individual entity. In those circumstances, the department and the
minister may publish the information on our website, for example.
The process is completely transparent. The matter may be raised in
the Gazette, but the established authorities have a constant degree of
flexibility under our present legislation.

[English]

The Chair: Are there any other questions?

I have just one. I attended the Canadian/American Border Trade
Alliance meeting this morning. I'm certain they would be satisfied
with electronic submissions at some of the border points.

How much co-operation is there in terms of determining the
regulatory changes that are needed, and how much coordination is
there with those on the American side?

Mr. Sylvain Souligny: It's a great question. In our approach to
modernizing our regulations and our service suite, harmonization
where appropriate is certainly of the essence.

Susan, do you want to add to that?

Ms. Susan Archer: Is your question regarding how much we've
consulted with Americans on these provisions?

It's along the same lines, as Sylvain mentioned, as regulatory
harmonization co-operation efforts. Through the Regulatory Co-
operation Council and other fora we work very closely with our
American friends in developing our regulations and looking for
harmonization.

They are aware of these provisions, and we've gone from there.

The Chair: I think it's key, especially at all the border points on
the 49th parallel. The more harmonization we have, the faster....
Seconds mean a difference when you're trying to move commercial
or truck traffic across those borders, so that would be great.

Are there any other questions from members?
Thank you for that, folks.
Next is the Pest Control Products Act, subdivision J.

Mr. Flint.

Mr. Jason Flint (Director General, Policy, Communications
and Regulatory Affairs Directorate, Department of Health): Mr.
Chair, clauses 217 to 219 propose changes to improve efficiency and
remove some duplication in the Pest Control Products Act.

Just as a background, pesticides in Canada are regulated by Health
Canada to protect health and the environment. Products undergo a
pre-market scientific risk assessment before being authorized. Once
registered, products are subject to cyclical re-evaluations. They're
also subject to special reviews if new information comes to light
about a registered product.
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The issue revolves around the Pest Control Products Act, which
requires a special review to be conducted every time another OECD
member country removes all uses of a pest control product for health
or environmental reasons. The way this is written, it can result in
multiple reviews of the same issue having to be conducted, often at
the same time.

The amendment proposed would allow Health Canada to combine
multiple reviews into one special review, or to examine the issue as
part of an ongoing special review or re-evaluation, provided it could
be incorporated early enough in the review process to allow for a
scientific assessment and consultation on the decision, or in some
cases, not to conduct a review at all, if the basis of the foreign
decision had already been considered previously by Health Canada
and there was no new information.

In summary, this should provide some savings for both
government and industry, if we can remove the requirement to do
these duplicate special reviews.

®(1655)
The Chair: Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: In what instances is a special review
initiated?

If certain countries decide to remove a product from their market,
is that the only condition for a new special review to be conducted?

[English]

Mr. Jason Flint: Currently, a special review is triggered any time
an OECD country removes all uses. Normally, if for any other reason
we do a special review, there is a requirement that we have concerns
that the health or environmental risks of a product were no longer
acceptable.

This would apply if we get information in any way other than
from a registrant company, or if it were provided as part of data from
a province, or even if someone requested a special review. Any
member of the public can request a special review. For those
situations, we are required to actually initiate a special review to
address that issue of concern, because we have a concern.

With respect to this particular provision for an OECD country, that
test doesn't apply. There isn't that same test of there being a concern,
so we have to initiate multiple special reviews, potentially, to address
the same concern, which can come back.

Since 2013, we've done about 48 special reviews, 34 of which
were for foreign decisions, the majority of which we had already
addressed under other reviews or other decisions. The provisions that
we're looking to get here would allow us to, in part, deal with that
duplicative situation.

[Translation)

Mr. Pierre-Luc Dusseault: My question concerns the discretion
granted to the minister to decide not to initiate a special review
where he or she determines that no new information would emerge
from it. Could the minister simply refuse to conduct a new review of
certain products, such as pesticides? Can you confirm that
information first?

Mr. Jason Flint: Yes. The minister would have discretion to
decide whether there was other information on which to base his or
her decision.

[English]

Currently, we have to look at a foreign decision. We have to look
at the basis of that foreign decision. That wouldn't change. We would
still need to do that. It would just be understanding that there was no
additional information considered by the foreign government that we
hadn't already considered in our own decision or we were not already
considering in a decision that we had ongoing.

It doesn't change the requirement for us to look at these decisions
and determine what the basis is. It just allows us to see that there is
nothing new that this foreign government has looked at. Therefore,
we wouldn't have to initiate another special review, because we've
already considered all of the information, or we are considering the
information in an ongoing review.

©(1700)
[Translation]

Mr. Pierre-Luc Dusseault: I sce.

Will those decisions by the minister be made public or will they be
made behind closed doors such that we wouldn't hear about them?

[English]

Mr. Jason Flint: We will be looking at making the information
public. As I indicated earlier, there will be a consultation on any
major decision we make. If we're doing a special review, we would
be consulting on the decision and making sure that people had an
opportunity to comment on those decisions.

If there are other foreign decisions where we are trying to say,
“No, we've already considered it somewhere else”, we would make
public the results of our decision with regard to those foreign
decisions.

[Translation]

Mr. Pierre-Luc Dusseault: You talk about costs to the
government and industry. Do you mean that, when a new special
review is conducted, the businesses concerned will pay the costs
associated with it?

[English]

Mr. Jason Flint: The companies are not charged individual fees
for the special reviews or re-evaluations. There is an annual
regulatory charge that applies to cover these types of costs. However,
whenever a special review is initiated, the companies that register
their product are contacted and informed that the special review is
going on, in case they have additional information that we should
also be considering. We also contact the provinces to see if they have
additional information that should be considered as part of our
special review.

There can be additional costs for both ourselves to do these
reviews, to publicly propose decisions, consult on them and publish
final decisions, in addition to potential costs for provinces and/or the
registrants if they are looking to have additional information
provided to us.
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The Chair: Basically, this change would prevent unnecessary
duplication from countries whose system we have a great deal of
trust in. That's basically the bottom line.

Will it do anything to get rid of the backlog on the re-evaluations?

Mr. Jason Flint: It will provide some relief, although it will not
have a significant effect on the backlog. The backlog situation for re-
evaluations is more significant than could be seen in the savings
from this particular change.

The Chair: It's not the answer 1 wanted to hear, but it's the one
that's there. That's what I figured.

The other thing that I know some people will be wondering about
is whether this will in any way impact negatively the oversight of
pesticides in terms of health concerns or whatever.

Mr. Jason Flint: No, it should not have any negative impact. As I
indicated earlier, we're still going to have to be looking at foreign
decisions. We're still going to have to make sure that we've
considered all new information if concerns arise. Therefore, it should
have no negative impact on health or environmental protection in
regard to pesticides.

The Chair: That's it for me on that.
Does anybody else have questions?
Thanks to Ms. Evans and Mr. Flint.

On subdivision K, the Quarantine Act, we'll hear from Ms. Evans.

Ms. Cindy Evans (Director General, Centre for Biosecurity,
Public Health Agency of Canada): Mr. Chair, I'll speak to
subdivision K, as well as subdivision L, given their similarities.

The proposed legislative amendment to the Quarantine Act and to
the Human Pathogens and Toxins Act would streamline the
regulatory process under both acts by repealing the requirement
for the Minister of Health to table proposed regulations before both
Houses of Parliament prior to making new or updated regulations.
This will allow the minister to proceed through the standard
Governor in Council process, including prepublication and public
consultation in the Canada Gazette. New or updated regulations
under both of these acts would continue to comply with the cabinet
directive on regulations.

The proposed amendments would put the Public Health Agency
of Canada on level footing with other Canadian regulators and we
will be more responsive to stakeholder needs for nimble, agile
regulations that are kept up to date by facilitating the removal of
outdated or ineffective regulations that may not be adequately
protecting the public health and safety or may hinder innovation and
economic growth.

Our ability to have up-to-date regulations will be a benefit for the
Canadian public, for the travel and transportation sectors, and for the
biotech and medical resource sectors.

® (1705)

The Chair: Are there any questions?

Cindy, it's a quiet bunch at the moment. It must be simple and
straightforward.

With that, thank you to all of you for dealing with all those
subsections.

We're moving to part 4, divisions 13 and 14. We'll start with
division 13 and hear from Ms. Wiebe, the director general of air
policy, and from Mr. Reble on the Aviation Industry Indemnity Act.

Ms. Wiebe, the floor is yours.

Ms. Sara Wiebe (Director General, Air Policy, Department of
Transport): Thank you, Mr. Chair, and good afternoon.

Mr. Reble and I are here to speak to the committee today about the
proposed amendments to the Aviation Industry Indemnity Act.

As a bit of background, the Aviation Industry Indemnity Act
authorizes the Minister of Transport to issue one or more
undertakings to Canadian aviation industry participants to provide
coverage for aviation war risks that is consistent with commercial
coverage, in circumstances where commercial coverage is not
practically available.

These amendments amend the Aviation Industry Indemnity Act,
or AIIA as we refer to it, to authorize the Minister of Transport to
undertake to indemnify, first, Nav Canada for acts or omissions it
commits in accordance with an instruction given under an agreement
entered into between Nav Canada and Her Majesty respecting the
provision of air navigation services to the Department of National
Defence, and second, any beneficiary under an insurance policy held
by an aviation industry participant.

In the case of Nav Canada's provision of service to the Department
of National Defence or the Canadian Forces, the provision of an
indemnity will, at minimum, be dependent on the signing of an
agreement between Nav Canada and the Government of Canada that
outlines what services will be provided to the Canadian Forces.
These services will further the government's national defence
mandate, not Nav Canada's civil air navigation services mandate.
It has therefore been determined that it is appropriate for the
government to assume responsibility for liabilities that may arise
from actions taken by Nav Canada on the instruction of the federal
government pursuant to such an agreement.

The intent of this act is to ensure commercial equivalent aviation
war risk coverage is available to Canadian aviation industry
participants if it is not practically available through commercial
markets. As the act is currently drafted, beneficiaries named under a
policy held by a participant can only receive funds through that
participant. They cannot be paid directly. This is not consistent with
commercial practice.

The amendments will ensure that, for example, if the participant
becomes bankrupt, the beneficiary will still receive any indemnity
that may be owing, through the government's indemnity. In both
cases, the amendments will authorize, not guarantee or require, an
indemnity to the relevant aviation industry participants or their
beneficiaries. In either case, the decision whether to provide an
indemnity will be subject to a determination by the Minister of
Transport.
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The government, led by Transport Canada, negotiated with Nav
Canada an indemnity for their support of the Department of National
Defence in December 2018. Should the two parties deem it
appropriate to replace this indemnity with an indemnity under this
act, Transport Canada would work with Nav Canada to negotiate the
terms of that new indemnity.

I'm ready to answer any questions that the committee might have.

The Chair: Thank you very much.

Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: I'd like to clarify the question. Do
military aircraft currently use Nav Canada's services? Do they have
their own air navigation services?

®(1710)
[English]
Ms. Sara Wiebe: Thank you for the question.

The current exercises we refer to, which the Department of
National Defence is undertaking, are supported by Nav Canada. The
Department of National Defence looked at whether it would be
viable or feasible for them to create their own air navigation services
support. They found that it was much more feasible and efficient to
use the services already established by Nav Canada.

[Translation]

Mr. Pierre-Luc Dusseault: If my understanding is correct, they
don't use Nav Canada's services, but they're considering the
possibility of doing so. Is that correct?

[English]

Ms. Sara Wiebe: They are currently using the services of Nav
Canada.

[Translation]

Mr. Pierre-Luc Dusseault: Then I'd like to understand what
problem we want to solve here.

[English]

Ms. Sara Wiebe: I mentioned the indemnity that the government
entered into with Nav Canada in December of last year. The
negotiation of that agreement took a number of years, and it was
quite complex. It involved, for example, the government's making
the funding decision to take on the liabilities associated with such an
indemnity. To streamline the decision-making in the future, should a
decision be made to replace the current indemnity, these amend-
ments seek direct authority to be given to the Minister of Transport
to issue such an indemnity.

The Chair: What would be the government liability here?

Ms. Sara Wiebe: That's a complicated question, because it
depends on the scenario. For example, you have the worst-case
scenario of an attack such as those that happened on the terrible day
of September 11, 2001. That's a kind of worst-case scenario whereby
there was a level of great impact upon the city of New York and
various cities throughout the United States. In that case, the
indemnity—the insurance coverage—was, and in the Canadian
scenario could be, quite significant.

On the other hand, at the other end of the range, right now it
covers off the training exercises that the Canadian Forces undertake
with Nav Canada's support. It could then be something smaller in
which the insurance payout would not be as significant. Essentially,
sometimes, it could be an unquantifiable liability.

The Chair: Okay, that explains it.
Are there any other questions or comments?
Thank you very much, Ms. Wiebe.

We turn to division 14, Transportation Appeal Tribunal of Canada
Act.

Mr. Jones and Mr. Fryer.

Mr. Keith Jones (Acting Director, International Marine Policy,
Department of Transport): Chair, I'm here to speak about a
proposed amendment to the Transportation Appeal Tribunal of
Canada Act, the TATC Act for short. By way of background, w hat
the tribunal does is it provides an independent mechanism for
recourse for anyone affected by a licensing or enforcement decision
by either the Minister of Transport or the Canadian Transportation
Agency under various federal pieces of legislation regarding
transportation.

Last fall, a number of amendments were made to the Marine
Liability Act, including the ability to impose administrative
monetary penalties. The proposed amendment to the TATC Act is
designed to align the two pieces of legislation and to ensure that the
tribunal can hear any appeal of an administrative monetary penalty
issued under the Marine Liability Act.

I'm afraid I don't have anything more than that. I'm prepared to
take any questions.

The Chair: Are there any questions?

Should this streamline the process, then?

Mr. Keith Jones: It is a clarification. It is to ensure—to make it
absolutely clear—that the tribunal can hear appeals of administrative
monetary penalties levied under the Marine Liability Act.

® (1715)
The Chair: Okay.

You look as though you're thinking, Pierre, but you're not thinking
out loud just yet. That's a good sign.

Thank you very much, folks. That will complete divisions 13 and
14.

We'll go to division 17, the Federal Courts Act.

If committee members are wondering about divisions 15 and 16,
they have been transferred to other committees for the moment and
will eventually come back to us.

We have Ms. Richer and Ms. Berthiaume from Justice Canada.

The floor is yours.
[Translation]

Ms. Adéle Berthiaume: Good afternoon.
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[English]

We're here to discuss with you the provision that increases the
number of judges at the Federal Court by three.

These additional judges are required to deal with the expected
surge in cases due to the proposed changes to the asylum system.
The capacity of the system is increasing from the current 26,000
asylum claims a year to 50,000 asylum claims a year. As the
increases of the capacity of the asylum system are applied, the
volume of cases to the Federal Court will of course increase.

The analysis of the forecast depends on the caseload assumptions
that have been provided by client departments, and many efforts are
made to make sure that those are accurate and as solid as possible.
It's important to avoid developing backlogs at the Federal Court,
which would only slow down the asylum matters and could affect
the overall jurisdiction of the Federal Court.

It is always harder to catch up on backlogs when they develop.
That's why it's important for them not to develop. If the Federal
Court becomes the choke point in the system, the objectives of the
asylum system won't be met, and that would be unfortunate, given
all of the work and the important effect that this initiative is going to
have.

That's my short summary. We are happy to address any questions
you may have.

The Chair: Are there any questions?

Mr. Dusseault.
[Translation]

Mr. Pierre-Luc Dusseault: Is this addition of three judges a
direct consequence of division 16 of the bill? Is it in anticipation of a
large number of cases winding up in Federal Court?

Ms. Adéle Berthiaume: Yes, it's a direct consequence of that.
Cases are processed in several stages and may wind up in the
Supreme Court.

The number of cases definitely declines as the stages are
completed and depending on the decisions made. However, many
of those cases will have to be decided by the Federal Court. That
may cause a major problem, particularly regarding asylum claims, as
I said, but also for all cases heard by the court.

Mr. Pierre-Luc Dusseault: I know we can debate the merits of
division 16 and the pressure it will put on the Federal Court. I think
these cases should be decided instead by the Immigration and
Refugee Board of Canada or as part of a pre-removal risk assessment
rather than by the Federal Court. But that's an entirely separate issue.

Will these three new judges focus specifically on immigration
cases, refugee status claims and asylum claims, or will they simply
be added to the number of available judges?

Ms. Adéle Berthiaume: All Federal Court judges have various
responsibilities. There's no specific group handling immigration or
refugee matters, for example, although those matters form a
significant part of their work. They regularly check to see how
things are going, the percentages and so on. That's closely looked at.
The purpose of adding judges is to ensure that this initiative is a

success, but, for the moment, the Federal Court is acting more as a
general court.

® (1720)

Mr. Pierre-Luc Dusseault: 1 have a final question. As you
confirmed, division 17 is related to division 16. What will happen if
division 16 doesn't carry? If, in a scenario that, for the moment, is
completely hypothetical, the government decided to delete all the
provisions of division 16, would it be necessary to retain
division 17?

Ms. Adéle Berthiaume: I'm not the one who makes those
decisions. That division and those positions are definitely in the act
to improve the system.

Ms. Katherine Richer (Senior counsel, Immigration, Refugee
and Citizenship Canada Legal services, Department of Justice):
This division is definitely related to the other one. Your question
should be put to the people who'll be appearing before the other
committee because it's directly related to the budget that's been
granted to increase the court's capacity. These matters are now before
the other committee.

Mr. Pierre-Luc Dusseault: Thank you.

That's all for me.
[English]
The Chair: Are there any other questions?

This really has to do with workload, correct?

Ms. Katherine Richer: It's very unusual, indeed. It has almost
purely to do with workload. It's not necessarily directly related to the
amendments that are before the other committee.

Budget 2019 approved an increase to the capacity of the
immigration tribunal to deal with, before, 26,000 asylum cases a
year, but because of the surges we've been seeing, a capacity of
50,000 claims is now being requested.

In terms of the moment you double the capacity of the tribunal, we
have the calculations—or sorry, not me but my client, which is
Immigration, Refugees and Citizenship Canada. They have done the
calculations through to how much litigation that means will end up at
the Federal Court.

The Chair: Say five years down the road we go the other way.
Will there be a willingness to shrink the number of judges in the
court system?

Ms. Katherine Richer: It would require another amendment to
the Federal Courts Act to change the number.

The Chair: We wouldn't want them sitting around idle.
Ms. Adéle Berthiaume: No. That's monitored on a regular basis

to see what their workload is and how the court is dealing with it. We
can't say ahead of time.

Those judges wouldn't be removed, because for judicial
independence, once a judge is appointed, you wouldn't be able to
do that, but the need for new judges, because of other initiatives,
would be taken into consideration. We'd know that there are other
things happening that will require those judges.

The Chair: You could reduce them by attrition, right?
Ms. Katherine Richer: That's correct.
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The Chair: As they move out of the system, there has to be some
time we have to slow this increasing....

I'd better not get into that.

The cost of this, between judges salaries and court costs, and so
on, is $1.65 million in the first year.

There's also a cost on the other side. If we're not dealing with these
cases quickly enough, there are all the costs on that side, too. Do you
have any idea what those costs are?

Ms. Adéle Berthiaume: Do you mean the total cost for the whole
initiative?

The Chair: I don't mean on the judge side. If we're not dealing
with the asylum cases properly, we're paying some of those costs in

terms of housing, and so on. Do you have any idea what the cost is
on that side?

We're investing $1.65 million. I expect there has to be a balance or
a return here somehow.
® (1725)

Ms. Katherine Richer: Do you mean, what would be the cost to
the court if a backlog were...?

The Chair: What would be the cost of leaving a backlog in place?

Ms. Adéle Berthiaume: The impact is on all the other cases. It
means that justice for other people who are involved in that
system.... They are not getting—

The Chair: They're not getting justice.

Ms. Adéle Berthiaume: They're not getting justice and they're
waiting a long time to get that. It bogs down the court and it
therefore creates other effects also.

The Chair: It's a mushrooming effect.

Are there any other questions on the Federal Courts Act, on
division 17? None?

Arnold, are you just stretching?

Thank you both.

We'll turn to division 18, concerning the National Housing Act.
Division 18 and division 19 officials are at the table, I'm told.
Who is to lead oft?

Ms. Leach.

Cynthia, I'll let you introduce your folks, and we'll go from there
on national housing.

Ms. Cynthia Leach (Director, Housing Finance, Capital
Markets Division, Financial Sector Policy Branch, Department
of Finance): My name is Cynthia Leach. I'm the director of housing
finance at the Department of Finance.

Mr. Robert Sample (Director General, Capital Markets
Division, Financial Sector Policy Branch, Department of
Finance): I'm Robert Sample, director general of capital markets
division at the Department of Finance.

Mr. David LeDrew (Senior Advisor and Economist, Depart-
ment of Finance): I'm David LeDrew, senior adviser, housing
finance.

The Chair: The floor is yours.
Ms. Cynthia Leach: Thank you.

Division 18 of part 4 amends the National Housing Act to allow
CMHC, the legislative authority, to deliver the first-time homebuyer
incentive announced in budget 2019.

The first-time homebuyer incentive is a unique financing model
that will help make home ownership more affordable for first-time
homebuyers. The incentive would provide eligible first-time home-
buyers with funding of 5% or 10% of the home purchase price. This
would give eligible first-time homebuyers the ability to lower their
borrowing costs by sharing the costs of buying a home with CMHC.
The buyer would repay the incentive later, for example, on resale.

The amendments allow CMHC to acquire an interest or right in a
housing project that is occupied or intended to be occupied by the
owner of the project and to make an investment in order to acquire
such an interest or right. The amendments also clarify that the
Minister of Finance will approve terms and conditions for the
incentive program.

We're available for your questions.

The Chair: Mr. Sorbara is next, and then it will be Mr. Dusseault.

Mr. Francesco Sorbara: Thank you, Mr. Chair.

Is there any estimation of how many first-time homebuyers this
plan would assist?

Ms. Cynthia Leach: The department has estimated that the
program could assist up to 100,000 buyers over the three years.

Mr. Francesco Sorbara: When do we anticipate the structure to
be put in place?

Ms. Cynthia Leach: As the budget announced, the implementa-
tion is planned for September for the first-time homebuyer incentive.

Mr. Francesco Sorbara: Okay. I'll stop there.

The Chair: Mr. Dusseault is next, and then Mr. Viersen, and then
Mr. Poilievre.

[Translation]

Mr. Pierre-Luc Dusseault: You're going to be able to acquire an
interest or, let's say, shares—up to 10%—in housing projects. Is that
correct?

[English]
Ms. Cynthia Leach: I'm sorry; I didn't catch that.
[Translation]

Mr. Pierre-Luc Dusseault: Under these two subsections of
section 57, you'll be able to acquire an interest and shares in housing
projects in Canada?

[English]
Ms. Cynthia Leach: Thank you for the question.

The program provides up to 5% funding for an existing property
and 10% funding for a newly built property.
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Yes, the amendments allow CMHC the authority to deliver on the
program and to provide that funding.

® (1730)
[Translation]

Mr. Pierre-Luc Dusseault: [ see.
How can the purchaser take advantage of the program in question?

Will it be automatic, or will it be up to you to determine in each
case whether it's worthwhile to invest in the project?
[English]

Ms. Cynthia Leach: As the budget announced, there are certain
eligibility criteria that the prospective buyer must meet in order to
qualify for the program. This includes an annual household income
limit of $120,000, as well as a mortgage loan-to-income limit of both
the first insured mortgage and the incentive of four times income.
Beyond that, there are still terms and conditions to be released by the
Minister of Finance in the coming month.

[Translation]

Mr. Pierre-Luc Dusseault: Let's talk about a scenario in which
the program would be developed. Will the arrangement be decided at
the time of purchase of the property and of the signing of the
mortgage taken out at the financial institution, or will it have to be
done in advance?

In other words, will a certain form of agreement have to be
reached before the buyer goes to the financial institution to proceed
with the purchase?

[English]
Ms. Cynthia Leach: Those types of application process issues are

still being sorted out and will be announced with the terms and
conditions in the coming weeks.

[Translation]
Mr. Pierre-Luc Dusseault: I sce.

That's unfortunate because we're being asked to vote on this
provision without having the details. You're telling us they'll follow,
but in what form? Will they be transmitted to us by regulation or
simply by an announcement and a policy published on a website?
[English]

Ms. Cynthia Leach: It will not be by regulation. There will be an
announcement. The government hasn't determined how it wishes to

make that announcement, but I imagine it would be released by
CMHC on its website.

[Translation]

Mr. Pierre-Luc Dusseault: Has anyone determined the cost of
this measure to the Canada Mortgage and Housing Corporation, or
CMHC?

Do you have enough cash to take part in this kind of program,
which will potentially require substantial funding?

[English]
Ms. Cynthia Leach: As the budget announced, there's a program
cap of $1.25 billion over the three-year program. Beyond that, terms

and conditions will provide more information about the program
risks and how they're being managed.

The program parameters announced in the budget are one example
of how they limit the risk to CMHC and the taxpayer. For example,
the borrower would still need to qualify under mortgage rules for the
insured mortgage in order to be eligible for the program.

[Translation]

Mr. Pierre-Luc Dusseault: You say you'll also talk later about the
risks inherent in this kind of undertaking, in the event you acquire an
interest in housing projects in Canada.

However, according to the scenario, what would happen if the
owner of a housing project could no longer make his payments or
became insolvent and the bank or financial institution virtually took
possession of the property?

What would happen to your interest in the financing—5% or 10%
—of that housing project?

[English]

Ms. Cynthia Leach: Those types of specifics will be outlined in
the terms and conditions to follow. It would depend on the
conditions under which the buyer is required to repay CMHC and
the repayment amount, and those things still need to be specified in
the terms and conditions to follow.

[Translation]

Mr. Pierre-Luc Dusseault: Will the buyer then have to make
payments to both the financial institution and CMHC.

[English]

Ms. Cynthia Leach: The idea is that the first-time homebuyer
incentive has no ongoing monthly payment, so no ongoing principal
or interest payments. Because there are not those payments on the
incentive, it will allow the borrower to potentially reduce their
monthly mortgage costs.

[Translation]

Mr. Pierre-Luc Dusseault: I read somewhere that it will be
payable on the sale of the property. So that's when CMHC will be
able to recover the invested money.

Perhaps you have shares in housing projects that present a risk.
Will you assess the number of people who may wind up in default of
payment? Have you conducted risk assessments on the number of
cases or the number of housing projects that present a risk?

®(1735)
Mr. Michel Tremblay (Senior Vice President, Policy, Research

and Public Affairs, Canada Mortgage and Housing Corpora-
tion): I can answer that question.

We obviously don't assess every case individually. However, we
consider various scenarios to determine what might happen. But it's
difficult. We don't know where the buyers will be. The market may
vary from one region of the country to another.

As Ms. Leach mentioned, we develop scenarios and assessing
risks, but not on a case-by-case basis. It's more of an analysis.
Mr. Pierre-Luc Dusseault: I see.

It's unfortunate we don't have more details, Mr. Chair, since we're
being asked to approve these provisions in the act.
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[English]
The Chair: Thank you, Mr. Dusseault.

We'll turn to Mr. Poilievre and then Mr. Viersen.

Hon. Pierre Poilievre (Carleton, CPC): Thank you, Madam
Leach, for your presentation.

In the event of mortgage default loss, who would first take the hit,
the Canadian taxpayer through CMHC or a bank?

Ms. Cynthia Leach: It depends on the structure of the program,
the exact legal structure of the first-time homebuyer incentive, and
that has not been announced yet. It will be something announced as
part of the terms and conditions.

Hon. Pierre Poilievre: What is the highest price of a home for
which a buyer would qualify for this kind of incentive?

Ms. Cynthia Leach: It's a function of the borrower's down
payment on the insured mortgage as well as of his or her income.
Because there's a $120,000 income limit as part of the incentive, for
a borrower at that income limit, the maximum house price range
would be from about $505,000 to about $565,000, approximately. It
increases, then, with the higher borrower down payment.

Of course, the first mortgage has to be insured, and insured
borrowers occupy a different market segment from others in the
overall market. Insured buyers tend to be first-time homebuyers who
purchase lower-priced properties as they get into the housing market.

Hon. Pierre Poilievre: You said the first mortgage. You imply
that there would be two mortgages on the house.

Ms. Cynthia Leach: The exact structure is not determined, but
the idea is that the borrower has to qualify initially for an insured
mortgage in order to be eligible for the incentive.

Hon. Pierre Poilievre: s that before even taking into considera-
tion the effect of the incentive on the buyer's ability to support the
borrowing for the house?

Ms. Cynthia Leach: Yes. The prospective borrower would have
to qualify for an insured mortgage under the existing mortgage rules.

Hon. Pierre Poilievre: That wasn't my question. The question is,
would they have to qualify without the incentive first and then
receive the incentive, or would the incentive itself be taken into
consideration when determining whether or not the buyer qualifies?

Ms. Cynthia Leach: I guess you could say the incentive would be
taken into consideration to the extent that the incentive reduces the
size of the initial insured mortgage. The idea is that the borrower
would qualify on the now reduced size of the insured mortgage.

Hon. Pierre Poilievre: Okay.

Mr. Michel Tremblay: To be clear, the borrower also has to
qualify for an insured mortgage in the first place, so they need to
meet the parameters under mortgage loan insurance.

Also as a point of clarification, it's not just CMHC and the
government; they could be going through a private insurer also on
the first mortgage. It could be insured by Genworth, or by Canada
Guaranty as well.

Hon. Pierre Poilievre: But they would have to qualify for
insurance based on the assumption that they are getting the first-time

homebuyer incentive. That's what I understand from Madam Leach.
Do I have that correctly?

Ms. Cynthia Leach: I think so, yes.

Hon. Pierre Poilievre: Okay.

1 just want to make sure [ understand this, though. Would they first
go and qualify for insurance and, having qualified, then go and apply
for the first-time homebuyer incentive? Or, when they're applying for
insurance in the first place, would they be able to consider the
homebuyer incentive as part of the down payment required to be
insured in the first place?

® (1740)
Mr. Michel Tremblay: Go ahead.

Ms. Cynthia Leach: I think it's more the latter. The application
process hasn't been outlined; it will follow. The idea is that applying
for the insured mortgage should take into account that the
availability of the incentive, if the borrower qualifies for it, would
be able to reduce the size of the insured mortgage. That insured
mortgage size would be the basis on which they would qualify.

One other point of clarification of the incentive is that because the
borrower has to qualify under existing mortgage insurance rules, the
incentive would not decrease the down payment required for an
insured mortgage. There are minimum down payment requirements,
and the incentive would not change that.

Hon. Pierre Poilievre: For example, to be insured you need 5%
or 10% down. You can't use the first-time homebuyer incentive to
cover that down payment?

Ms. Cynthia Leach: The down payment varies from a minimum
of 5% up to about 7.5% at the $1 million price limit. As you said, the
incentive cannot be used to reduce that. Rather, the incentive, similar
to a down payment, reduces the size of the insured mortgage, so it
allows you to reduce the size of your insured mortgage without
increasing your down payment, therefore lowering your borrowing
costs.

Hon. Pierre Poilievre: Okay.

Did you say you expect 100,000 people to use this per year for
three years, or 100,000 over three years?

Ms. Cynthia Leach: I would estimate 100,000 over the three-year
program.

Hon. Pierre Poilievre: If that is fully subscribed, does the budget
provide for any additional funds, or is it capped at this level for now?

Ms. Cynthia Leach: The budget announced program funding up
to $1.25 billion.

Hon. Pierre Poilievre: Is that enough to give 100,000 people this
incentive?

Ms. Cynthia Leach: That is to be determined. There are many
unknowns with respect to the program, including borrower take-up,
and—
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Hon. Pierre Poilievre: I'm talking about the maximum, though.
Assuming that there is borrower take-up and all of that, are we more
or less capped at about 100,000 buyers who will benefit from the
first-time homebuyer incentive?

Mr. Robert Sample: The size of the first-time homebuyer
incentive that each borrower takes on is a variable that needs to be
worked through as there is borrower pickup. The program parameter
that we could speak to is the $1.25-billion envelope.

Hon. Pierre Poilievre: Okay.

Let's say that CMHC, through this program, takes a 10% share in
a first-time homebuyer's house, that the house is purchased for
$400,000, and that the market takes off and over the course of a few
years the house doubles in value and is now an $800,000 house. Will
the amount that the homebuyer has to pay back to the government
now have risen to $80,000?

Ms. Cynthia Leach: The repayment terms, including the payment
amounts, have not been announced. That will be coming in the terms
and conditions.

Hon. Pierre Poilievre: That's a little strange, because Evan
Siddall, who runs CMHC, has said publicly that the repayment to the
government will go up if the value of the property increases. Why is
it that he believes that those terms are determined, when Finance
officials do not?

Mr. Michel Tremblay: I think what Cynthia was saying is that
they haven't been finalized. Your example was a straight, propor-
tionate amount. We haven't decided how it will actually work.

Hon. Pierre Poilievre: But there are really only two ways it can
work. One is to treat it as an interest-free loan, whereby the principal
is fixed and paid back nominally at the time of the home sale, or it's
an actual share in the house and that share's value rises as the house
appreciates. It has to be one of those two.

Ms. Cynthia Leach: In many shared equity mortgage models that
exist in Canada and other jurisdictions, you have an element of
appreciation and depreciation sharing. That's something we're
looking at. The exact mechanism or the exact repayment amounts
are not yet decided.

Hon. Pierre Poilievre: It's rather a big deal. This is not a small
detail. We're really determining whether the government is going to
own part of a person's house or whether it's just an interest-free loan.
We're supposed to launch this thing in September. We're already into
May, and we don't know that? How is that possible?

® (1745)

Ms. Cynthia Leach: Finance and CMHC officials are working to
provide advice to the minister, and we expect those terms and
conditions to be available in the coming weeks.

Hon. Pierre Poilievre: Okay.

If the house depreciates in value, will the taxpayer take a loss at
time of sale?

Ms. Cynthia Leach: Similar to the comment on appreciation,
many shared equity mortgage models internationally and in Canada
include some elements of depreciation sharing to balance the risks
with the appreciation sharing. But once again, the exact repayment
mechanism or terms are yet to be announced.

Hon. Pierre Poilievre: Has any other jurisdiction tried this kind
of scheme before?

Ms. Cynthia Leach: Yes. There are examples in the United
Kingdom, as well as within Canada.

Hon. Pierre Poilievre: Are they still in place and still being
offered?

Ms. Cynthia Leach: I think there's a mix. Yes, some of them are
still being offered. Some of them are not. I can't at this moment
speak to the particulars of each of those as to why some may or may
not be, but we can get back to you.

Mr. Michel Tremblay: Also, in Canada, there are some that are
not government run but non-profit run, as Cynthia mentioned, and
that are still up and running.

Hon. Pierre Poilievre: On the one run by the British government,
is the British government still offering this?

Mr. Michel Tremblay: I'd have to check. We can get back to you.

Hon. Pierre Poilievre: I understand that the British Columbian
government started a similar initiative. Is that the one in Canada that
you were referring to, Ms. Leach?

Ms. Cynthia Leach: As Michel said, there are several in Canada,
some by the not-for-profit sector. I believe the prior B.C. government
did have a program.

Hon. Pierre Poilievre: Is it still operating?
Ms. Cynthia Leach: I believe not.

Hon. Pierre Poilievre: I want to understand how this is being
financed. Will any of the funds come from CMHC's reserve capital?

Ms. Cynthia Leach: This program will be separate from CMHC's
commercial mortgage insurance and securitization businesses. It will
be funded via loans from the Crown borrowing program.

Hon. Pierre Poilievre: It will be a loan from the consolidated
revenue account.

Ms. Cynthia Leach: Basically, yes.

Hon. Pierre Poilievre: Does money provided to CMHC through
this program impact the budgetary balance of the Government of
Canada?

Ms. Cynthia Leach: To the extent that the program affects the net
income of CMHC, it would be consolidated in the public accounts
and affect the budgetary balance. I think there are some assumptions
you have to assume there in order to answer the question.

I don't know, Michel, if that's something we can get back to the
member on or....
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Mr. Michel Tremblay: Again, it's depending on what the take-up
is. There is a cost, obviously, from the government side, from
actually lending money to CMHC, but to the extent that we're paying
it back.... There's a cost to administrating the program, obviously,
and then the variable will be the decisions the government makes—
the Minister of Finance—in terms of how we share our gains and
losses.

Hon. Pierre Poilievre: Page 304 of annex 2 in budget 2019
allocates only $121 million to CMHC over the four years to
administer the first-time homebuyers incentive program, yet the
budget document states that this will be a $1.25-billion program. Can
you explain the distinction?

Ms. Cynthia Leach: Yes. Those are the estimated costs over the
first five years of the program. They include interest costs for the
loans that CMHC will receive from the Crown borrowing program to
provide funding under the program, as well as CMHC operational
costs and small credit risk provisions. What is not included are
assumptions around appreciation or depreciation in the assets.

Hon. Pierre Poilievre: Okay.
Also, then, was a loan risk assessment conducted for this
initiative before it was announced?

Ms. Cynthia Leach: There are a lot of factors that have not yet
been announced as part of the terms and conditions that will be
important to that risk assessment, so—

Hon. Pierre Poilievre: Has it been done?

Ms. Cynthia Leach: We are working on that internally with
CMHC.

Hon. Pierre Poilievre: When will it be completed?
® (1750)
Ms. Cynthia Leach: I'm not sure.

Hon. Pierre Poilievre: Can you commit to the committee that it
will be released to us when it is?

Ms. Cynthia Leach: I cannot.
Hon. Pierre Poilievre: Can no one on this panel commit to that?
Ms. Cynthia Leach: It's not within our power.

Hon. Pierre Poilievre: That's unfortunate. I appreciate that is not
within your power, and that it is not your decision, unfortunately,
that the government has decided to put significant quantities of
Canadian tax dollars at risk without being prepared to reveal those
risks to Canadian taxpayers.

The next question is, will the shared equity mortgages provided
under the scheme be securitized under the NHA MBS program?

Ms. Cynthia Leach: That is not the intention, no.

Hon. Pierre Poilievre: If a bank issues one of these mortgages,
decides it wants to securitize it and goes to CMHC for securitization,
would such securitization be prohibited given that the homebuyers
incentive is already part of the scheme?

Ms. Cynthia Leach: The insured mortgage would be what would
be issued by the bank or other financial institution. That element is
currently able to be securitized under CMHC securitization programs
provided it meets appropriate parameters. That would continue to be

the case. The shared equity mortgage component, the incentive,
would be held by CMHC, and that would not be securitized.

Hon. Pierre Poilievre: Okay.

Has the government or the department ever considered allowing
shared equity mortgages to be provided by private lenders?

Ms. Cynthia Leach: Yes. The depart