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FIRST NATIONS TAX COMMISSION

COMMISSION DE LA FISCALITE pes PREMIERES NATIONS

2026 ANNUAL LAW DEVELOPMENT UPDATE

The Annual Law Development Update is issued by the First Nations Tax Commission (FNTC) to assist First

Nation tax administrators in the development and submission of annual laws made under the First Nations
Fiscal Management Act (FMA).

HIGHLIGHTS

The national rate of inflation for the 2026 Taxation Year is 2.4%

Updated Rates Standards

2026 Annual Law Webinars & Workshops

The FNTC and the First Nations Tax Administrators Association are presenting
a 60-minute webinar series designed to give an overview of the First Nations
Fiscal Management Act (FMA) Annual Law Process.

e FMA Annual Laws (ENG): Update & Overview for Tax Administration, choose
one:

o April 30, 10:30am - 11:00am (PT) / 1:30pm - 2:00pm (ET)

o May5, 11:30am - 12:00pm (PT) / 2:30pm-3:00pm (ET)

o May 7, 9:00am - 9:30am (PT) / 12:00pm - 12:30pm (ET)

o May 14, 10:30am - 11:00am (PT) - 1:30pm - 2:00pm (ET)
e FMA Annual Laws Workshop (ENG), choose one:

o April 30, 11:30am - 12:30pm(PT) / 2:30pm - 3:30pm (ET)

o May5, 12:30pm - 1:30pm (PT) / 3:30pm - 4:30pm (ET)

o May7,10:00am - 11:00am (PT) / 1:00pm - 2:00pm (ET)

o May 14, 11:30am - 12:30pm (PT) / 2:30pm - 3:30pm (ET)
e Webinars available on demand for:

o Primer for Chief and Council

o French Language Version of all webinars and workshops



UPDATED RATES STANDARDS

In February 2026, the Commission amended the Standards for First Nation Annual Tax Rates Laws, 2017 to
provide for new exclusions of properties when using the average tax bill comparison methods; and added
a third justification on the basis of transition to reference jurisdiction rate-setting.

1. New Exclusions of Physical Property Changes include - properties with substantial damage to, or
destruction of, improvements; the removal of land from the property; and loss of access to the
property.

2. New third Justification option for the Basis of Transition to Reference Jurisdiction - enables First
Nations to move to reference jurisdiction tax rates to ensure that sufficient tax revenues are collected
to pay the costs of the services under the service agreement.

ANNUAL TAX RATES LAWS

Each year First Nation councils set tax rates to raise revenue to cover the costs of local services. These
tax rates are set for each class of property and appear in a Schedule to the Annual Tax Rates Law.

TAX RATE SETTING IN THE FIRST YEAR OF TAXATION

For First Nations entering the first year of taxation, tax rates must not exceed those of the former tax
authority or the reference jurisdiction (adjacent tax jurisdiction) where there is no former taxing authority.
This requirement ensures a smooth transition to First Nation tax jurisdiction.

TAX RATE SETTING IN SUBSEQUENT YEARS

FNTC Standards on tax rate-setting in subsequent years reflect a consideration of the needs of First
Nation governments and the interests of taxpayers who share the burden of taxes. After the first year of
taxation, First Nations may set rates that either:

e Resultin an average tax bill change in each property class that does not exceed the national rate
of inflation (for the 2026 tax year it is 2.4%) or does not exceed the average tax bill change in the
same class in the reference jurisdiction.

e Are identical to those in the reference jurisdiction, provided the rates were identical to the
reference jurisdiction's rates in the previous year.

When using the average tax bill comparison methods described above, new construction; substantial
damage to, or destruction of, improvements; the addition of land to, or the removal of land from, the
property; and loss of access to the property; or an assessment appeal decision must be excluded from
the comparison.
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JUSTIFICATION FOR RATES

In cases where First Nations propose to establish tax rates that exceed the requirements outlined above,
the tax rates may be justified on one (1) or more of the following bases:

1. There is a significant increase to the cost of local services such as water, sewer, waste
collection, fire protection and roads.

2. The proposed rates are consistent with a First Nation's reference jurisdiction transition plan.

3. There is taxpayer support for the increased rates within the affected class.

ANNUAL EXPENDITURE LAWS

Each year First Nation councils set budgets for the provision of local services. The annual expenditure law
is comprised of the law and the Schedule that sets out the annual budget and any required appendices.

REVENUES

The annual budget includes estimates of property tax revenues and other local revenues such as
payments in lieu of taxation, property transfer tax (“PTT"), business activity taxes, penalties, interest and
fees.

PROPERTY TAX REVENUES

Revenues from property tax are generally calculated by multiplying the total taxable assessed value within
a property class by the proposed rate. The calculations for each class of property are then totaled to
determine total property tax revenue. Calculations must include any minimum tax, if applicable. In
addition, property tax revenues include any penalties, interest and fees.

PAYMENTS IN LIEU OF TAXATION

Local revenues include payments in lieu of taxation or PILTs. A PILT is typically made by other
governments or government entities like Crown corporations that occupy interests on reserve. Examples
of PILTs include payments from the federal government for federal properties like RCMP detachment
situated on reserve, or payments made by other properties that are exempt from taxation.

PROPERTY TRANSFER TAX

First Nations collecting PTT must include an estimate of the PTT revenue expected in the current budget
year. Estimated revenues may be based on a review of previous years' PTT revenue and/or current market
conditions.
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Where a First Nation is establishing a PTT in the current year, estimated revenues may be based on
previous years' leasehold transfer transactions.

EXPENDITURES

Local revenue budgets must identify planned expenditures using the expenditure categories and sub-
categories outlined in the FNTC document Expenditure Categories for the Annual Expenditure Law Budget
(includes explanatory notes).

First Nations collecting development cost charges (“DCC"), service taxes or fees have different expenditure
requirements.

CONTINGENCY AMOUNTS

The Expenditure Standards require that the local revenue annual budget include a contingency
amount between 1% and 10% of the total budgeted local revenues (i.e., revenues raised under a
subsection 5(1) law or payments made in lieu of property tax) excluding:

e Any amounts transferred from local revenue to a reserve fund or DCC reserve fund in the current
year.

e Any amounts transferred from a capital reserve fund or a DCC reserve fund into current
year's revenues.

e Anyrevenues from a service tax law.

e Anyrevenues from a fee law.

e Any proceeds from borrowing through the First Nations Finance Authority.

ACCUMULATED SURPLUS/DEFICIT

The annual budget includes any surplus or deficit from the prior tax year.

TIMING AND NOTIFICATION OF ANNUAL LAWS

First Nations typically enact their annual expenditure law and their annual tax rates law at the same time.
The date when a First Nation's annual rates law must be enacted is set out in the First Nation's property
taxation law.

The FNTC recommends that First Nations submit their annual laws at least 15 days in advance of the date
tax notices are to be issued. This will allow sufficient time for the review and approval of your First Nation's
annual laws. Tax administrators are encouraged to submit signed laws and all supporting materials to the
Registrar, Tracy Barker (tbarker@fntc.ca) as soon as practicable.

First Nations provide notice of the entire annual rates law and annual expenditure law, including the budget
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and appendices (if applicable), prior to the laws being submitted to the Commission for review and
approval. Notice can be provided by:

e Posting the proposed annual laws on First Nations Gazette (www.fng.ca), or on a prominent
place on the First Nation's website.

e Using procedures set out in the First Nation's taxpayer representation to council law (if
applicable).

e Holding a public meeting (including virtual meetings) at which taxpayers may meet with the tax
administrator or members of council to discuss the proposed laws.

AMENDMENTS TO THE ANNUAL BUDGET DURING THE TAX YEAR

First Nations who wish to amend their local revenue budget in the current tax year must send an
amended Annual Expenditure Law to the FNTC for review and approval.

Amendments to the local revenue budget are made when a First Nation wishes to make a substantial
expenditure that is not included in the local revenue budget or wishes to amend budget amounts.

ANNUAL AUDIT OF THE LOCAL REVENUE ACCOUNT

The FMA requires local revenues to be reported on and accounted for separately from other moneys of
the First Nation and audited on an annual basis.

First Nations with annual local revenues of less than $400,000, can disclose the required financial
information in the form of a separate segment in the annual audited consolidated financial statements
of the First Nation.

First Nations with annual local revenues in excess of $400,000 are required to prepare a set of separate
annual financial statements for the purpose of reporting relevant financial information pertaining to the
collection and use of local revenues during the period.

COMMENTS OR QUESTIONS?
Sample laws and Standards can be found on our website: www.fntc.ca

For more information, please contact an FNTC advisor or email us at mail@fntc.ca.
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