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ANNUAL TAX 
RATES AND 
EXPENDITURE 
LAWS 

Each year, every First Nation that is taxing under the 
FMA must enact two laws:

1. an annual rates law; and

2. an annual expenditure law.

These two laws are required by section 10 of the 
FMA and are referred to as the “annual laws”.

They are enacted by the First Nation and must be 
approved by the First Nations Tax Commission.

The annual tax rates law sets the rates to be applied 
to the assessed values in each property class, and 
sets a minimum tax, if any.

The annual expenditure law establishes the budget 
for the year, showing all revenues and expenditures. 
Importantly, this law provides the First Nation will 
the legal authority to spend its tax revenues.



TIMING FOR SUBMITTING ANNUAL 
LAWS TO THE FNTC FOR APPROVAL

Tax notices can 
only be issued 

after both annual 
laws are 

approved by the 
FNTC and in 

force and effect.

Start early and 
avoid the rush: 

create a timeline 
to ensure that 

the laws will be 
in force before 
the tax notices 

must be mailed.  
Give yourself a 2 

week cushion.

Submit the draft 
laws and 

supporting 
information at 
least 3-4 weeks 
before the tax 
notices mailing 

date.

Submit the final 
laws after notice 
of the proposed 
rates has been 
given, and at 
least 2 weeks 
before the tax 
notices mailing 

date.

The Commission 
meets every 1-2 

weeks during 
May and June.



FIRST 
NATION 
ANNUAL 
RATES LAW 
AND 
STANDARDS

THE ANNUAL TAX RATES LAW:

- establishes the rate of tax for each class of 
property; and 

- sets the minimum tax (if used). 

The tax rate (or mill rate) is typically determined by 
considering the budgetary requirements of the First 
Nation, with consideration of the rates used by an 
adjacent local government (called the reference 
jurisdiction).

The First Nation annual rates law sets the rate of tax to be 
applied to the assessed value of each class of lands, 
interests, or rights. This law must be made in compliance 
with the FMA and the Standards for First Nation Annual 
Tax Rates Laws. 

References:

Standards for First Nation Annual Tax Rates Laws

Sample First Nation Annual Tax Rates Law 



APPLICATION OF TAXES

Taxes must be levied on each property by applying the tax rate 
against the assessed value of the taxable property. 

Assessed Value X Tax Rate = Tax Bill

Exception: Where the First Nation establishes a minimum tax, the tax 
rate is not applied against the assessed value where the minimum tax 
applies. 



SETTING TAX RATES –SINGLE RATE PER PROPERTY CLASS

The Annual Tax Rates Law sets a single tax rate for each property class.* This means that you can’t create different rates for 
different properties within one class.

*Note: Your property classes are established in the Property Assessment Law.

THREE EXCEPTIONS TO THE “SINGLE RATE” RULE:

• 1. Where the reference jurisdiction sets multiple rates in a property class, the First Nation may set multiple rates, provided the First Nation sets 
the same number of rates, and uses the same criteria for application of the rates.

• 2. Where the First Nation has established tax districts, the First Nation may set a tax rate for each property class in each tax district.

• 3.Where the First Nation has multiple reserves with multiple reference jurisdictions, the First Nation may set a tax rate for each property class 
on each of those reserves.

Consider if any of the exemptions apply to your First Nation.



SETTING TAX 
RATES

Tax Rates in British Columbia are set as an amount 
per $1000 of assessed value.

This rate presentation is also referred to as a “mil 
rate”.

Two exceptions to the rate presentation:

A First Nation can express its tax rates on a different 
basis if:

1. The First Nation did so at the time of being 
scheduled to the FMA; or

2. The First Nation’s reference jurisdiction sets a tax 
rate on a different basis in that class (e.g. flat rate).



TAX RATE 
SETTING -
BUDGET 
BASED 

Using a budget-based approach, the First Nation government first 
determines what revenue it needs to realize from property taxes and 
then divides this amount by the total taxable assessed value of real 
property. This ratio is then multiplied by 1,000 to determine the mill 
rate, which is then applied to all taxable property.

Tax rate setting involves determining the amount of revenue that must 
be obtained from property taxation to finance the expenditure budget 
after other revenues are accounted for.

To set budget-based tax rates, you must:

•Account for homeowner grants and any tax exemptions on the tax 
roll.

•Set property tax rate multiples on the different classes of property 
on the tax roll and calculate an amount called the “adjusted 
assessment total.” 

•Calculate the tax rate necessary to finance the expenditure budget; 
this becomes the residential property tax rate.

•Multiply the residential rate by the property tax multiple for each 
of the other classes of property to determine the tax rate on those 
properties



SETTING TAX 
RATES -
REFERENCE 
JURISDICTION 
MATCHING

Several First Nations choose to use their reference 
jurisdiction to set their tax rates. Reference jurisdiction tax 
rates have several functions in the First Nation property 
tax system.

• The tax rates established by the First Nation in its 
initial year of taxation cannot exceed the reference 
jurisdiction’s rates.

• Reference jurisdiction tax rates are also used in 
justifying tax rate increases from year to year.

• First Nations also have the option of continuing to 
mirror the reference jurisdiction tax rates after the 
initial year of taxation.

• In some cases, taxpayers have expressed a preference 
for reference jurisdiction matching. For example, in the 
Sun Rivers residential development.



Giving notice 
of proposed 
tax rates

Each year, a First Nation must give notice of its proposed tax 
rates before submitting its Rates Law to the Commission using 
one of the following methods:

- First Nation’s website, or on the First Nations Gazette 
website (www.fng.ca); 

- In accordance with the procedures in the First Nation’s 
Taxpayer Representation to Council Law; or

- Holding a public meeting where taxpayers may meet with 
the tax administrator or members of Council to discuss the 
proposed rates.

Where a First Nation is justifying a tax rate increase , it must 
include a description of the justification in the notice.



www.fng.ca



Sample –
Annual Tax 
laws
Samples of all laws are 
available on the First Nation 
Tax Commission Website



The local 
revenue 
budget

Sound budgeting practices are critical tools in supporting First Nation government financial 

management and the credit-worthiness of First Nation governments. An essential first step 

for strong First Nation government is to put sound budgetary and financial procedures into 

place. A strong budgeting and financial system along these lines satisfies two essential 

requirements of good government: 

1. It establishes the basis for financial control, and 

2. It provides accurate, uniform, and timely financial information. 

Local revenue budgets generally consist of:

- recurrent revenue and expenditures, and 

- capital spending. 

The operational budget includes:

- the regular operation of services, including salaries; 

- the purchase of short-life equipment; 

- the costs of routine repair and maintenance; and 

- the servicing of long-term debt (principal and interest). 

The capital budget is largely concerned with the creation of long-term assets (roads, pipes, 
schools, and water treatment plants).



The local revenue budget

The first step in the budget-making process is to make a reasonable estimate of projected revenues. The core 
of the budget-making process is for the tax administrator and Chief and Council to decide how local revenues 
should be spent. 

Local revenues must be spent on local services for public purposes within the expenditure categories 
established in the Standards for First Nation Expenditures Laws.  These categories for the budget are based on 
the Financial Management System (FMS) of government statistics maintained by Statistics Canada. 

This consistency of categories promotes transparency for all stakeholders. 



Estimating 
expenditures

Most of a First Nation’s local revenues will be obtained through property taxes. The 
amount of local revenue from non-property tax activities also must be determined. 
The difference between budgeted expenditures and non-property tax revenues 
represents the amount of property tax that is collected to provide local services.  

The majority of budget discussions should focus on the impact the expenditures will 
have on the property taxes. If the cost of providing the same level of local services 
increases, and there are no additional local revenue sources, the First Nation must 
increase the amount of property tax collected to provide the same level of local 
services. The other option is to change the level of services provided. 

Expenditure planning is also important because there are limits on how much taxes 
can increase in each year.  

A good place to start in local budget planning is with the last year’s expenditures.



Estimating 
expenditures

The budget is best prepared on an incremental basis, 
focusing on changes from the previous year’s budget. 
Incremental changes to the budget include:

➢New programs

➢Expanded programs resulting from an increase in the 
number of taxpayers

➢Non-controllable cost increases (such as inflation)

➢Salary and employment benefit increases

➢The removal or addition of one-time, non-recurring 
expenditures

Increases in expenditures that cause significant increases in 
average property tax bills may be justifiable. These may 
include:

➢Increases in debt servicing from new capital projects

➢Large, unexpected increases in inflation (such as 
construction prices)



Understanding inflation & CPI
Inflation is a term used for when prices in an 
economy rise. They can rise for several reasons such 
as increase in the cost of labor, shortages of 
materials, or increase in the price of raw materials 
such as gasoline. The rate of inflation is usually 
estimated in Canada by the Consumer Price Index. 

The Consumer Price Index (CPI) is a statistical 
measure of prices. It is based on a basket of goods 
and services that a typical Canadian household would 
buy. Each month, data collectors pretend to buy this 
basket of goods and services at the same stores each 
month. They then compare the costs of these goods 
and services each month. Increases in the costs are 
called “inflation” and decreases are called “deflation.” 

An explanation of the consumer price index can be 
found at: The Consumer Price Index (CPI) on Statistics 
Canada

Understanding inflation is useful for tax 
administrators establishing local revenue budgets for 
at least two reasons:

1. Increasing inflation-sensitive budget items in last 
year’s budget by last year’s inflation rate provides a 
reasonable estimate for this year’s budget. But, it is 
important to note that not all items in the budget 
are inflation sensitive, such as financing payments 
based for a long-term loan. 

2. In the second and all subsequent years that a First 
Nation exercises property taxation powers, the Law 
must  set  tax  rates  based  on  the  First  Nation’s  
budget  for  the  expenditure  of  local  revenues  
that,  when  applied, result in an average tax bill for 
each property class that has not increased from 
the previous year by more than the annual rate of 
national inflation from the previous year.

http://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=2301


Annual Expenditure Laws
The annual expenditure law sets out how the First Nation intends to spend the property tax and other local revenues it will collect. First 
Nations can disburse local revenues on a wide variety of expenditures, subject to conditions set out in the FMA and FNTC Standards, 
including:

• All expenditures must be included with the law. 

• The expenditures cannot exceed the revenues; 

• Budgets must contain a contingency fund between 1% and 10% of total local revenues; and 

• Revenues must be used for the provision of local services and for a public purpose, and they must fall within one of nine expenditure 
categories.

A First Nation can only make an expenditure that is authorized in its budget or made in accordance with section 13.1 FMA. 

First Nations must amend the Law if it wishes to make an expenditure that is not in its budget or change the amount of an expenditure in 
its budget.



Expenditure 
Laws

First Nation governments collecting property taxes are required by section 10 of 
the FMA to enact an expenditure law each year. Under section 13(2) of the 
FMA, local revenues may only be expended under the authority of an 
expenditure law, except as authorized under section 13.1.

SECTION 13.1 ALLOWS EXPENDITURES IN TWO CIRCUMSTANCES: 

- Those made before the annual expenditure law, provided they are included in 
the annual expenditure law when it is made; and

- Emergency expenditures, provided the expenditure law is amended as soon as 
possible to reflect the expenditures.

The expenditure law attaches a budget setting out how local revenues are to be 
spent, using broad categories from Statistics Canada’s Financial Management 
System.

Expenditure laws must be made in compliance with the Standards for First 
Nation Expenditure Laws. 



Annual expenditure laws

• No per capita distributions.

• No expenditure to for-profit corporations 
(except under an authorized granting program). 

Expenditures must be made only for 
“local services”, which means

Local services: an activity, work or 
facility undertaken or provided by or 

on behalf of the      First Nation that is 
for a public purpose and falls within a 
category of expenditures listed in the 

Schedule. 



Required 
Elements

- The First Nation’s annual budget must be attached as a 
schedule.

- The budget must use the Local Service Expenditure 
Categories set out in the Schedule to the Standards.

- The budget must include expenditures made in 
accordance with s. 13.1(a) of the FMA.

- The budget must include a contingency amount 
between 1% and 10% of total local revenues, less any 
transfers to reserve funds in the current year.

- The budget must list each service agreement and the 
amounts payable under each agreement in the budget 
period.

- The budget must set out amounts payable under each 
granting program.

- The budget must set out reserve fund transfers and 
balances in an appendix.



Expenditure Law – Contingency 
Amounts

Contingency amounts are prudent financial practice. The contingency fund is meant to assist with unforeseen costs due to 
weather, economic or other events.

• The budget must include a contingency between 1% and 10% of the annual local revenues of the First Nation in the current 
year.

• Contingency amounts may be expended as necessary in any of the categories of expenditures set out in the annual budget, 
without amending the expenditure law approved by the FNTC.

• A policy for unspent contingencies should also be developed in support of this expenditure category.

Any surplus contingency amounts at the end of the fiscal year will be carried over as a surplus into the next fiscal year’s 
local revenue budget. Therefore, a policy for unspent contingencies should be developed.

If there is no policy for these unspent contingencies and they are incorporated into the next year’s local revenue budget 
as a surplus, this will have the effect of reducing the amount of revenues that must be raised through property tax.



EXPENDITURE LAW -RESERVE FUNDS
Reserve funds are common financial 
practice in local governments, 
especially for the construction and 
replacement of capital infrastructure.

Reserve funds enable a government to 
save money for future uses, while 
maintaining a balanced budget.

Reserve funds may be established for 
the following purposes:

- capital infrastructure replacement or 
improvement;
- contingency reserves; and
- other non capital purposes.

Where a First Nation wishes to 
establish a reserve fund, or use a 
reserve fund existing at the time the 
First Nation was Scheduled, the 
reserve fund must

- be established in an expenditure law; 
and
- include a statement respecting the 
purposes of the fund.



Checklist for annual laws
General Notes: 

➢ Please print annual laws on 8.5” x 11”, 
white paper, single‐sided

➢ Maintain the same formatting, fonts, etc. 
as set out in the sample annual laws

➢ Please DO NOT insert your First Nation 
Logo or Letterhead into document

➢ Check spelling, numbering, dates, 
calculations, etc.

➢ Submit the original duly signed laws and 
accompanying information to FNTC. 

Please ensure you have provided notice of your 
First Nation’s proposed Tax Rates for 2021 
prior to submitting the 2021 Annual Laws to 
the Commission for approval. (Refer to FNTC 
Bulletin-2021 Annual Laws – “Public 
Notification of Proposed Tax Rates” page 4 of 
bulletin for more information) 



Six steps 
to prevent 
errors



First Nation 
annual laws: 
errors and 
omissions in 
drafting

At best, legal drafting errors can be confusing and undermine 
the confidence in the First Nation government. At worst, errors 
can invalidate laws or make them inoperable.   

As the person responsible for the preparation of annual laws, a 
tax administrator must be extremely diligent in ensuring that 
laws are error free.  

It is important to recognize that laws and by-laws are enacted 
by First Nation governments and if those laws and by-laws 
contain errors, the FNTC cannot correct them. The FNTC must 
review, approve, and publish as they are presented.   

Every year the FNTC receives enacted laws that contain errors. 
Although some errors can be overlooked because they do not 
impact the validity or certainty of the law, in many cases the 
law must be returned to the First Nation so that it can be 
corrected, re-enacted and re-submitted. 



Inconsistency 
with the First 
Nation 
Gazette style 
guide

All approved laws are published in the First 
Nations Gazette. In order to achieve consistency 
in the publication of laws, the First Nations 
Gazette Style Guide was developed. The Guide 
establishes rules concerning the format of the 
law, font, numbering, etc.  

Typical inconsistencies include improper font, 
First Nation logos and letterhead, cover pages, 
and different numbering styles. 

Because all sample laws provided by the FNTC 
are formatted to comply with the FNG 
requirements, a First Nation can ensure 
compliance with the Guide by using the sample 
laws and not altering the formatting.



Typographical, 
Spelling And 
Numbering 
Errors

One of the more frequent errors is the typo. The typo can be 
innocuous, or it can change the meaning of a provision or the tax rate in 
a class. 

Examples include: 

“209” instead of “2009”; 

“Fist Nation” instead of ‘First Nation”; 

“section 4” instead of “section 5”; 

“miscelanous” instead of “miscellaneous”; and 

the “First Nation Tax Commission” instead of the “First Nations Tax 
Commission”.

The FNTC has received laws in which even the name of the First Nation 
has been improperly spelled. It is not uncommon for the Commission to 
receive laws where a section from the sample has been deleted, but the 
remaining sections have not been renumbered. This causes incorrect 
internal references and leads to confusion



Missing 
information, too 
much 
information, and 
incorrect 
information

Another frequent error is the failure to insert 
dates, names, and amounts. First Nation tax 
authorities often use the FNTC sample which 
contains sections to be completed by the First 
Nation. 

A date or amount left blank cannot be filled in by 
the Commission. As well, First Nations who cut 
and paste from sample laws, or laws of other First 
Nations, sometimes leave out entire sections. 

This is also likely the explanation for unnecessary 
and irrelevant sections being added to the law. 
Finally, some First Nation laws have made 
incorrect citations and incorrect references to 
non-existent provisions. 



Leaving drafting notes in

Another error, though less frequent, is the error of leaving drafting notes in the law. Each sample 
law has drafting notes to assist the legal drafter in the preparation of the law, such as: 

[Note to First Nation: If your property taxation law provides for a minimum tax, insert the amount of 
the minimum tax in this section. If your property taxation law does not provide for a minimum tax, 
delete this section and renumber the remaining sections of the law.]

These notes should be removed before a law is enacted by Council. Once the law is enacted, 
these provisions form part of the law and can cause confusion.



Technical errors

These errors are a bit different than the errors described above. Technical errors are the result of a lack of 
clear understanding of the regulatory requirements associated with law. 

For example, in several cases First Nations did not include reserve fund provisions when they sought to 
establish reserve funds.  

Another group of technical errors concern the budget. These include failure to establish the required budget 
contingency, improperly identifying transfers in and out of the local revenue account, a budget that is not 
balanced and budget amounts that are incorrectly totaled. Although these errors are technical, they are also 
substantive and can result in the Commission not approving a law for failure to comply with legislative 
requirements.



Working with FNTC



Annual Bulletin: Updated COVID-19 Pandemic 

Emergency Response Standards

Adds Sections 7.5 and 8.3 (b) to the Tax Rates Standards

First Nations can provide tax relief by lowering tax rates without affecting 
tax rate setting in 2022.

Adds Section 2.7 of the Expenditure Standards

The annual budget must set out as local revenue any new revenue received 
from government programs to offset local revenue losses due to the effects 
of the COVID-19 pandemic.

Adds Section 9 of the Notice Standards

Extending to 2021 the use of alternate notification options (i.e., 
teleconferences and videoconferences) for public meetings and open 
houses. 

CPI/Annual Rate of Inflation for 2021: 0.73%



Timing for Annual Law Submissions

Tax notices can only 
be issued after the tax 
rates law is approved 
by the FNTC and in 

force and effect.

Start early & avoid the 
rush: Create a 

timeline to ensure that 
the laws will be in 

force before the tax 
notices must be 

mailed. Give yourself 
a 2-week cushion.

Submit the draft laws 
and supporting 

information at least 3-
4 weeks before the 
tax notices mailing 

date.

Submit the final laws 
after notice of the 

proposed rates has 
been given, and at 

least 2 weeks before 
the tax notices mailing 

date.

The Commission 
meets every 1 to 2 

weeks during May and 
June.



Notification Requirements

Download and review the:

Standards Respecting Notices Relating to Local Revenue Laws

Understanding the FMA Notice Requirements

Before submitting the law to the FNTC for review and approval, the First Nation must 
give notice of the law in at least one of the ways listed in Section 1 (s. 1) of the Notice 
Standards

By posting on the First Nations Gazette website (www.fng.ca), or on the 
First Nation’s website;

Using procedures set out in the taxpayer representation to council law 
(if applicable); or

Holding a public meeting with taxpayers to discuss the proposed annual laws.

https://partii-partiii.fng.ca/fng-gpn-II-III/sfm/en/17643/1/document.do
https://fntc.ca/wp-content/uploads/FMA/Understanding_the_FMA_Notice_Requirements_2020.pdf
http://www.fng.ca/


FNTC Toolkit – Sample Laws and 

Standards



Contact Us

First Nations Tax Commission

www.fntc.ca | mail@fntc.ca

Tel. 250-828-9857

Toll-free 1-855-682-3682


