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Suspension of federal excise tax

on fuel extended

EY Tax Alerts cover
significant tax news,
developments and
changes in legislation
that affect Canadian
businesses. They act as
technical summaries to
keep you on top of the
latest tax issues. For
more information,
please contact your

EY advisor or EY Law
advisor.

On 2 September 2026, Canada announced it will extend the current suspension of the fuel
excise tax levied under Part Il of the Excise Tax Act (ETA), which has been in effect since

20 April 2026.

The tax holiday will continue to apply to gasoline, unleaded aviation gasoline, leaded
aviation gasoline, diesel fuel and aviation fuel for which the tax becomes payable on or
after 8 September 2026 and before February 2027. As well, a reduced rate of tax will

apply from 1 February 2027 through 31 March 2027.

Background

The ETA imposes an excise tax on gasoline, aviation gasoline, diesel and aviation fuel that is
imported into Canada, or manufactured or produced in Canada and delivered to a purchaser.
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Excise tax rates on fuel that were in effect prior to 20 April 2026 are set out below:

Fuel type Tax rate
Gasoline (unleaded) 10¢/L
Aviation gasoline (unleaded) 10¢/L
Diesel fuel 4¢/L
Aviation fuel (other than aviation gasoline) 4¢/L
Gasoline (leaded) 11¢/L
Aviation gasoline (leaded) 11¢/L

For additional background on the tax, see EY Tax Alert 2026 Issue No. 24, Federal excise tax
on fuel temporarily suspended.

On 14 April 2026, Prime Minister Mark Carney announced that Canada would temporarily
suspend the excise tax on unleaded gasoline, unleaded aviation gasoline, diesel fuel and
aviation fuel that becomes payable on or after 20 April 2026 and before 8 September 2026.
This measure was intended to address fuel price pressures caused by disruptions to global oil
supplies. Schedule | of the ETA was amended to set the tax rate on these fuels to zero for this
period. Notably, these amendments also extended the tax holiday to leaded aviation gasoline.

Excise tax holiday extended

On 2 September 2026, the Minister of Finance and National Revenue, Francois-Philippe
Champagne, announced that the suspension of the federal excise tax on unleaded gasoline,
unleaded aviation gasoline, leaded aviation gasoline, diesel fuel and aviation fuel will continue
through 31 January 2027. For the period from 1 February 2027 through 31 March 2027,
tax will apply to these fuels at 50% of the reqular rate.

Excise tax on fuel (1 February 2027 - 31 March 2027)

Fuel type Tax rate
Gasoline (unleaded) 5¢/L
Aviation gasoline (unleaded) 5¢/L
Diesel fuel 2¢/L
Aviation fuel (other than aviation gasoline) 2¢/L
Aviation gasoline (leaded) 5.5¢/L
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https://www.ey.com/en_ca/technical/tax/tax-alerts/2026/tax-alert-2026-no-24
https://www.ey.com/en_ca/technical/tax/tax-alerts/2026/tax-alert-2026-no-24
https://www.canada.ca/en/department-finance/news/2026/09/the-government-of-canada-extends-the-federal-fuel-excise-tax-relief-on-gasoline-diesel-and-aviation-fuels-for-canadians.html

The excise tax rates on fuel that applied before 20 April 2026 will resume effective 1 April 2027.

On the same day as the Minister's announcement, the Department of Finance introduced the
requisite legislative amendments to Schedule | of the ETA. These proposals will need to be

introduced in a subsequent bill to be enacted.

Learn more

For more information, contact your EY or EY Law advisor or one of the following professionals:

Sania llahi
+1 416941 1832 | sania.ilahi@ca.ey.com

Thomas Brook
+1416943 2117 | thomas.brook@ca.ey.com

Jadys Bourdelais
+1 514 879 6380 | jadys.bourdelais@ca.ey.com

Jonathan Ip
+1 403 206 5409 | jonathan.ip@ca.ey.com

Jan Pedder
+1 416 943 3509 | jan.s.pedder@ca.ey.com
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EY is building a better working world by creating new value
for clients, people, society and the planet, while building
trust in capital markets.

Enabled by data, Al and advanced technology, EY teams
help clients shape the future with confidence and develop
answers for the most pressing issues of today and
tomorrow.

EY teams work across a full spectrum of services in
assurance, consulting, tax, strategy and transactions.
Fueled by sector insights, a globally connected,
multidisciplinary network and diverse ecosystem partners,
EY teams can provide services in more than 150 countries
and territories.

All'in to shape the future with confidence.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young
Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY
collects and uses personal data and a description of the
rights individuals have under data protection legislation are
available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a range
of tax-saving services backed by in-depth industry knowledge.
Our talented people, consistent methodologies and unwavering
commitment to quality service help you build the strong
compliance and reporting foundations and sustainable tax
strategies that help your business achieve its potential. It's how
we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in Canada,
specializing in tax law services, business immigration services
and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax, human
capital, international tax, transaction tax, sales tax, customs and
excise.

For more information, visit http://www.eylaw.ca/taxlaw
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