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Outline of Presentation 

Presentation by Finance Canada 
i. Overview of Federal-Indigenous sales tax arrangements 

ii. Introduction to engagement on the Fuel, Alcohol, Cannabis, Tobacco (FACT) 
sales tax framework

iii. Next steps and key contacts
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FEDERAL – INDIGENOUS TAX ARRANGEMENTS

The Government of Canada is committed to facilitating and negotiating tax arrangements 
with interested Indigenous governments to enable taxation within their reserves or 
settlement lands. 
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Tax arrangements are important for renewed nation-to-nation fiscal relationships and 
advancing the self-determination of Indigenous governments. 

Indigenous governments have enacted various types of tax laws over the last thirty years, 
including in the areas of real property, personal income, and sales taxes.

Supporting Fiscal Relationships

Ultimately, taxes generate own-source revenues that support community priorities and, in some 
cases, can be leveraged within the First Nations Finance Authority’s pooled borrowing regime.   $



RECENT HISTORY OF FEDERAL–INDIGENOUS 

SALES TAX ARRANGEMENTS
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• First Nations approached Canada to exercise sales tax powers. 

• 11 First Nations negotiated agreements between 1998-2006, with eight continuing to levy a sales tax.

• 5% tax on the sales of tobacco products, motive fuel and alcohol on lands.

First Nations Sales Tax (FNST) 

First Nations Goods and Services Tax (FNGST)

Proposed: Fuel, Alcohol, Cannabis and Tobacco (FACT) Sales Tax Framework

• First Nations were interested in levying broader-based sales tax after experiences with FNST.

• 38 Indigenous groups negotiated agreements between 2003 and today. 

• 5% tax on the consumption of goods and services within reserve or settlement lands, including full 
harmonization with the federal goods and services tax.

• Budget 2022 committed to engage with interested Indigenous governments on a framework that 
would enable a fuel, alcohol, tobacco, and cannabis sales tax within reserves or settlement lands.

Administering Existing 
Agreements 

Negotiating New 
Agreements 

Engaging to develop 
a new Framework 

Administering Existing 
Agreements 

Negotiating New 
Agreements 

FNST Summary

FNGST Summary

FACT Summary



COLLABORATION ON A FACT FRAMEWORK

Engagement Objectives Key Information Sources

Anticipated Process 

FACT Commitment in

Budgets 2021 & 2022

Engagement launch in 

August 2022

Workshops & 

Collaboration in 

Fall-Winter 2022

Advice & Next Steps in

Winter 2022-23

Gauge interest in a FACT framework

Discuss views and perspectives

Ensure the design of a FACT framework                                                  

reflects Indigenous and federal interests

Finance Canada’s Website

Discussion Paper 

FACT Virtual Workshops and ongoing 

conversations
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Engagement Partners

• Interested Indigenous

governments and 

representative organizations

• First Nations Tax Commission 

• Provincial and territorial 

governments are being kept up 

to date on engagement process
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KEY FEATURES FOR A FACT FRAMEWORK

To be available to interested self-governing Indigenous groups and First 
Nations operating pursuant to the Indian Act

An Indigenous sales tax with respect to the sales of fuel, alcoholic 
beverages, cannabis and/or tobacco products within reserve or 
settlement lands

To apply to all persons, including those registered pursuant to the Indian Act

Seamless operation within existing tax framework and maintain efficiency 
and neutrality of Canadian tax system

To have a revenue-sharing mechanism apply in certain circumstances



DISCUSSION STARTERS: POSSIBLE APPLICATION
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Who? It is envisioned that a FACT sales tax would apply equally to all persons, including both 
members and non-members of an Indigenous group.

It is envisioned that a FACT sales tax would apply on sales occurring within reserve or 
settlement lands of a taxing Indigenous government.

It is envisioned that a FACT sales tax be levied at the point-of-sale.

A FACT sales tax would replace the federal GST, when it would otherwise apply.

Where?

When?

Levied voluntarily under an Indigenous government’s law.

It is envisioned that the sales tax would be collected and administered by the Canada 
Revenue Agency (CRA) under a negotiated tax administration agreement.

How?



FOR DISCUSSION: EXAMPLES OF TAX APPLICATION
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Instead of paying the federal GST, the FACT sales 

tax applies – at a 5% rate, this would be $1.50

Example 1 Example 2 

John, a First Nation individual registered pursuant 

to the Indian Act, purchases $70 of gas and $30 of 

tobacco products at a gas station located on the 

reserve of an Indigenous government levying a 

FACT sales tax 

While John is normally exempt from federal and 

provincial/territorial taxes on reserve because of 

the Indian Act tax exemption, the FACT tax applies 

on these sales – at a 5% rate, this would be $5 

Marie, a non-citizen/non-member of a First Nation, 

purchases $30 of alcohol products from a store 

located on the reserve or settlement lands of a First 

Nation levying a FACT sales tax 



OTHER KEY DESIGN QUESTIONS ON THE APPLICATION 
& ADMINISTRATON  OF A FACT FRAMEWORK
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Should there be flexibility with respect to the FACT products an 
Indigenous government could choose to tax? 

Must the tax rate be harmonized with the GST? 

Would only the federal portion of Harmonized Sales Tax be considered?

What principles could guide development of a Revenue Sharing 
Mechanism?

How could an enabling framework be designed for a FACT sales tax?

?



DISCUSSION AND NEXT STEPS
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By Winter 2022-23, Finance officials will provide advice on whether 
to move forward with initial development of a Framework in 
collaboration with interested partners, or to continue engagement 
with Indigenous governments and organizations. 

Be involved in the engagement process by: 

- Contacting Finance Canada at FACT-CACT@fin.gc.ca ; and/or,

- Connecting with the First Nations Tax Commission. 

Are there initial questions and comments that we can discuss today?

mailto:FACT-CACT@fin.gc.ca

