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Tax and Revenue Administration (TRA)

Crown’s Right of Recovery (President of Treasury
Board and Minister of Finance) Regulation
Information Circular MV-1R4

Administration of the Health Cost Recovery Program

Last updated: September 2, 2020

NOTE: This information circular is intended to explain legislation and provide specific information. Every
effort has been made to ensure the contents are accurate. However, if a discrepancy should occur in
interpretation between this information circular and governing legislation, the legislation takes
precedence.

Trouble opening PDF forms?
Fillable forms do not open on some mobile devices and web browsers. If the form doesn't open or you
see a "please wait" message, follow these steps to complete and save fillable forms from TRA:
1. Right-click on the form link, or on the “Please wait” page, and select "Save Link As" or “Save As”,
and save the form to your computer.
2. Launch Adobe Reader.
3. Open the PDF from within Adobe Reader. You can now fill and save your form.
4. Note that forms cannot be emailed. Please print the form and then mail or fax it to TRA (see
contact information below).

This Information Circular gives an overview of the recovery of the Crown's cost of health
services for automobile accidents covered by third party liability insurance.
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Overview

1.

The Health Cost Recovery Program is legislated under the Crown’s Right of
Recovery Act (the Act) governed by Alberta Health, and the Crown’s Right of
Recovery (President of Treasury Board and Minister of Finance) Regulation,
which is administered by Alberta Treasury Board and Finance, Tax and Revenue
Administration (TRA).

The Act includes a provision to recover from automobile insurers the Crown’s
cost of health services provided to victims of automobile accidents. For each
calendar year, automobile insurers must report and remit to TRA an amount
representing their proportionate share of the total estimated Crown cost of health
services related to automobile accidents.

An “automobile insurer” is defined in the Act to mean an insurer under a motor
vehicle liability policy, which includes third party liability insurance against liability
resulting from bodily injury to or death of one or more persons and loss of or
damage to property.

Back to Index

Registration

4.

Automobile insurers do not have to register directly with TRA. The Alberta
Superintendent of Insurance provides TRA with an annual listing of licensed
automobile insurers. Using this'list, TRA registers new automobile insurers, and
de-registers automobile insurers no longer licensed in Alberta.

Back to Index

Estimate of Crown Costs

5.

For each calendar year (assessment factor year), the Minister of Health
determines an “aggregate assessment” to be paid by automobile insurers. The
aggregate assessment is based on information prepared by Alberta Health,
actuarial reports, and consultations with representatives from the automobile
insurance industry.

A proposed aggregate assessment is calculated and notice of this proposal is
sent to each automobile insurer licensed to provide automobile insurance under
the Insurance Act. An automobile insurer has the right to make representations
concerning the proposed aggregate assessment. Representations can be sent to
the Insurance Bureau of Canada.

After representations are considered, a report is submitted to the Minister of
Health, who reviews the document and establishes the final aggregate
assessment for the assessment factor year. All automobile insurers are notified
of the amount.



-3-

8. Alberta Health also notifies TRA of the amount of the aggregate assessment so
that TRA can establish the “assessment factor” for the assessment factor year.
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Estimate of Amount Owing by Automobile Insurers

9. Once the aggregate assessment has been established, TRA establishes the
assessment factor, which is determined by the formula:

A/B

where

“A” s the aggregate assessment determined by the Minister of Health
for the assessment factor year plus the aggregate assessment for
the 2" calendar year preceding the assessment factor year less the

amount collected by TRA for the 2" calendar year preceding the
assessment factor year.

“B” is the projected total premiums for the assessment factor year,
which is determined by the formula:

2[C(1-D)]+E
where

“C” isthe average of the changes in total premiums written
between

0] the 2"d and 3" calendar years preceding the
assessment factor year,

(i) the 3" and 4" calendar years preceding the
assessment factor year, and

(i)  the 4™ and 5™ calendar years preceding the
assessment factor year.

“D” s the adjustment factor established by TRA for the
assessment factor year.

“E” s the total premiums written for the 2"? calendar year
preceding the assessment factor year.

The assessment factor is rounded off to four decimal places and then converted
to a percentage.



10.
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Once the assessment factor is established by TRA for the assessment factor
year, it is published in a Special Notice on the Health Cost Recovery page of our
website. Automobile insurers use the assessment factor to determine the amount
of Health Cost Recovery that must be remitted to TRA.
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Filing and Remittance Requirements

11.

12.

13.

14.

Automobile insurers must file a report of the premiums for third party liability
insurance written in the calendar year. Third party liability insurance premiums
placed by automobile insurers with the Risk Sharing Pool (RSP) are not taxable
at the time they are ceded to the RSP. The RSP allocates to each automobile
insurer its proportion of the total premiums received each month by the RSP.
Automobile insurers must include the third party liability insurance premiums
allocated each month from the RSP on the_Health Cost Recovery Report —
Automobile Accidents.

The Health Cost Recovery Report may be submitted to TRA electronically
through the Tax and Revenue Administration Client Self-Service (TRACS)
system. The report must be received by TRA on or before March 15 of the
year following the particular calendar year, together with the automobile
insurer’s remittance. For more information on how to file the report, refer to the
Health Cost Recovery page of our website. For information on how to access
TRACS, see the TRACS page of our website.

There are several options for remitting Health Cost Recovery to TRA, including:
e pay online using Electronic Payment through a financial institution;
e pay using wire transfer; or

e pay by mail, courieror in person. Cheques and money orders should be
made payable to “Government of Alberta”.

For more information on making a payment to TRA, see the About making
payments to Tax and Revenue Administration page of our website.

A company that is licensed under the Insurance Act to provide insurance, but
does not write third party liability insurance in Alberta during a calendar year is
not required to file a Health Cost Recovery Report for a calendar year. If a
company does not provide insurance in Alberta during a calendar year, it should
notify TRA of this.
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An Example

15.

Company A is an automobile insurance company licensed to provide automobile
insurance for all, or part, of the 2019 calendar year. During the 2019 calendar
year, Company A has written $1,000,000 of total premiums for third party liability
insurance. The assessment factor for the 2019 calendar year, as published on
our website, is 6.70%.

Company A completes the Health Cost Recovery Report on TRACS and ensures
that the report and remittance are received by TRA on or before March 15, 2020.
The remittance of $67,000 is calculated as follows:

Remittance $1,000,000 x 6.70%

$67,000
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Penalties and Interest

16.

17.

17.

If the Health Cost Recovery Report and the automobile insurer’s required
remittance of the Health Cost Recovery is not received by TRA on or before
March 15™ of the year following the assessment factor year, the automobile
insurer will be assessed a late-filing penalty and interest.

The mandatory late-filing penalty charged for failing to file the Health Cost
Recovery Report on time is the greater of:

a. $25 per day for each day the Health Cost Recovery Report is late, or
b. the total of:

i. five per cent of the unpaid Health Cost Recovery on the required filing
date of March 15", and

ii. one per cent of the unpaid Health Cost Recovery on the 15" day of each
subsequent month in which the report remains unfiled.

Interest on late remittances of the Health Cost Recovery and penalties charged
for late-filed Health Cost Recovery Reports is compounded daily. The rate used
each quarter is the sum of:

a. areference rate (the average interest rate, rounded up, on 90-day
treasury bills during the first month of the preceding calendar quarter), and

b. 3.5%.

Current interest rates are provided on our website.


https://www.alberta.ca/about-tax-levy-rates-prescribed-interest-rates.aspx#prescribed

18.
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Interest on late remittances of the Health Cost Recovery or on the late-filing
penalty assessed for failing to file the Health Cost Recovery Report on time
begins to accrue starting on the first business day after the date the remittance or
report was due (March 15" of the year following the assessment factor year).
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Request for a Review

19.

20.

21.

22.

23.

24.

TRA may establish an amount that an automobile insurer is required to pay using
an estimate of premiums for third party liability insurance written by the particular
automobile insurer and any penalties and interest accrued. This would occur
where the automobile insurer has not submitted the Health Cost Recovery
Report or has not provided information requested by TRA. A notice is sent to the
automobile insurer indicating the amount owing and how it was calculated.

An automobile insurer that receives a notice of an amount owing may request a
review of the estimated premiums for third party liability insurance used to
calculate the amount owing.

An automobile insurer that wishes to have a review of the notice must submit a
written statement to the Executive Director, Tax Services, within 30 days of the
date on the notice. The written statement must set out the reasons for the review
request.

On receipt of a request for a review, the Tax Services Branch of TRA will conduct
a review of the facts of the case, and will either confirm or vary the amount the
automobile insurer is required to pay. The automobile insurer is notified of the
decision in writing.

Interest will accrue on any unpaid amount determined by the review from the
time the amount should have been paid (March 15™ of the year following the
assessment factor year).

If the review results in a reduction of the amount to be paid by the automobile
insurer and the amount was paid in full prior to the review, interest will be paid at
the respective prescribed credit interest rate provided on our website. However, if
the automabile insurer has outstanding remittances from other years due to the
Crown, the difference will be used to offset that liability.
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Audit of Automobile Insurer’'s Records

25.

TRA auditors are authorized to conduct audits of an automobile insurer’s records
in order to determine whether or not the amount remitted was calculated
correctly.
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26.  An auditor may:

a. enter an automobile insurer’s business premises where relevant books and

records are kept,

b. inspect, audit and examine all books, records and other documentation of
the automobile insurer pertinent to the determination of the remittance for a

calendar year, and

c. make copies of the books, records and other documentation of the insurer,

as required.

27.  An auditor has the right to receive assistance from the officer, employees and

agents of the automobile insurer in conducting the audit.

28. If, in the course of the audit, errors or omissions are found, TRA will notify the

automobile insurer of any additional amounts to be remitted.

Contact Information and Useful Links
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Email Tax and Revenue
Administration (TRA):

TRA.Revenue@gov.ab.ca

Visit our website:

tra.alberta.ca

Subscribe to receive email
updates:

tra.alberta.ca/subscribe.html

TRA Client Self-Service (TRACS):

tra.alberta.caltracs



mailto:TRA.Revenue@gov.ab.ca
http://tra.alberta.ca/
http://tra.alberta.ca/subscribe.html
http://tra.alberta.ca/tracs

	Overview
	Registration
	Estimate of Crown Costs
	Estimate of Amount Owing by Automobile Insurers

	An Example
	Penalties and Interest
	Request for a Review
	Audit of Automobile Insurer’s Records



