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On March 19, 2019, the Department of Finance Canada announced the 2019 
Budget, including new measures to address the legalization of new cannabis 
products in the fall of 2019. These measures include the introduction of three 
new cannabis product classes and revised excise duty calculation methods, 
which will apply to the new product classes. 

Significantly, new product categories to the legal cannabis market include: 

1) Edible cannabis; 
2) Cannabis extracts, which will include cannabis oils; and 
3) Cannabis topicals. 
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The new calculation method for these cannabis products is based on the 
tetrahydrocannabinol (THC) content of a marketable product, rather than the 
inputs based method contemplated under the current ad-valorem formula.  

The applicable rates for the new product classes are as follows: 

Proposed Excise Duty Rates for Cannabis Edibles, Cannabis Extracts (Incl. Oil) 
and Cannabis Topicals 

Province/ Territory 

Federa l Rate 

($/ mg of total THC) 

Additional Rate in 
Respect of 

Provine e / Territory 

($/ mg of total THC) 

Current Ad Valorem 
Sales Tax Adjustment 

(per cent) 

Al berta 0.0025 0.0075 16.8 
British Columbia 0.0025 0.0075 
Manitoba 0.0025 N/A 
New Brunswick 0.0025 0.0075 
Newfound land and 
Labrador 

0.0025 0.0075 

Northwest Terri tories 0.0025 0.0075 
Nova Scotia 0.0025 0.0075 
Nuna vut 0.0025 0.0075 19.3 
Ontario 0.0025 0.0075 3.9 
Prince Edward Island 0.0025 0.0075 
Quebec 0.0025 0.0075 
Saskatc hewan 0.0025 0.0075 6.45 
Yukon 0.0025 0.0075 

Source: Department of Finance 

Cannabis oils will fall under the new THC-based calculation regime upon 
implementation on May 1, 2019, whereas the edibles cannabis, topicals and 
other cannabis extracts will fall under this regime upon legalization in the fall of 
2019.1

1 Legislation must come-into-force no later than October 17, 2019. 

Insights 

The amendments to the excise framework, namely the application of flat-rate 
duty on the THC content of finished goods, is viewed as a response from the 
Department of Finance to concerns raised by licensed producers (LPs).  

The new THC-based rate is intended to simplify the excise duty calculation for 
specific cannabis products and ease the compliance burden. For example, the 
revised calculation method will eliminate the dual compliance burden of 
tracking inputs to the current ad-valorem duty calculation through complex 
production cycles and will address the inability to track inputs to cannabis 
extracts that are sold prior to entry in the duty-paid market. This will also 
alleviate concerns about the potential disclosure of sensitive commercial 
information, such as extraction efficiency rates, that could be deduced from 
required tax information when extracts are sold between LPs.   
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While industry response to the proposed changes has been largely positive, the 
revised calculation may cause short-term compliance headaches, as LPs will be 
required to make adjustment to their business intelligence systems to obtain 
and track the THC/mg as an additional data point through operations.  

The proposed changes will apply first to cannabis oils on May 1, 2019, with 
other products falling under the regime upon legalization. This staggered 
application will allow industry to make the necessary adjustments to production 
tracking for cannabis oils and ensure that the necessary compliance structures 
are in place for the legalization of edibles, topicals and other cannabis extracts 
in the fall of 2019.  

The budget suggests that the THC content calculation will be facilitated through 
existing labelling regulations under the Cannabis Act; however, the Canada 
Revenue Agency (CRA) has not confirmed that this is an acceptable basis for 
the calculation of duties. At this time, it remains unclear as to how the CRA will 
enforce the THC-based rate with respect to content variances typical of 
cannabis oils and the new product classes. 

While the budget’s proposed measures will provide some tax relief to low-THC 
products typically used for medical purposes, the imposition of the excise duty 
coupled with application of GST/HST to medical cannabis results in higher 
prices for medical patients, insurance providers and provincial governments.  
This ongoing taxation debate suggests the Department of Finance has 
persisting concerns regarding the diversion of medical cannabis for recreational 
use.  

The absence of any measures to address the taxation of medical cannabis in 
the budget appears to affirm the position that medical cannabis will be subject 
to the full tax burden until individual products are assigned a drug identification 
number (DIN) by Health Canada. The lengthy process and high cost of 
obtaining a DIN means that tax relief for medical cannabis is unlikely to be 
around the corner.    

Deloitte LLP 
Bay Adelaide Centre, East Tower 
8 Adelaide Street West, Suite 200 
Toronto ON M5H 0A9 
Canada 

This publication is produced by Deloitte LLP as an information service to clients 
and friends of the firm, and is not intended to substitute for competent 
professional advice. No action should be initiated without consulting your 
professional advisors. Your use of this document is at your own risk. 

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, 
tax and related services to public and private clients spanning multiple 
industries. Deloitte serves four out of five Fortune Global 500® companies 
through a globally connected network of member firms in more than 150 
countries and territories bringing world-class capabilities, insights and service to 
address clients’ most complex business challenges. To learn more about how 
Deloitte’s approximately 264,000 professionals—9,400 of whom are based in 
Canada—make an impact that matters, please connect with us on LinkedIn, 
Twitter or Facebook. 

https://www.linkedin.com/company/1521182/
https://twitter.com/DeloitteCanada
https://www.facebook.com/DeloitteCanada/


04 

Deloitte LLP, an Ontario limited liability partnership, is the Canadian member 
firm of Deloitte Touche Tohmatsu Limited. Deloitte refers to one or more of 
Deloitte Touche Tohmatsu Limited, a UK private companies limited by 
guarantee, and its network of member firms, each of which is a legally separate 
and independent entity. Please see www.deloitte.com/about for a detailed 
description of the legal structure of Deloitte Touche Tohmatsu Limited and its 
member firms.  

Please note that Deloitte is prepared to provide accessible formats and 
communication supports upon request. 

© Deloitte LLP and affiliated entities. 

To no longer receive emails about this topic please send a return email to the 
sender with the word “Unsubscribe” in the subject line. 

http://www.deloitte.com/about

	 Canadian indirect tax news - Update on proposed federal taxation of cannabis products
	Insights 


