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Understanding Reserves
HorizonBlue.com

For 85 years, Horizon Blue Cross Blue Shield of New Jersey has been serving the individuals, families
and businesses in our state. The foundation of our continued success is our unwavering commitment
to ensure our members’ access to quality, affordable care and the peace of mind of knowing we are
here for them when they need us.
Fundamental to that commitment are the reserves that we have.
Reserves are the funds we accrue to pay for the care our members receive and are integral
to our ability to provide our members with the safety and security they need and deserve.

A recent proposal by Governor Christie to take hundreds of millions of dollars of our members’
reserves to fund a New Jersey Opioid program, as well as other state programs, is simply a bad idea.

Raiding our reserves ultimately means:
• An unfair tax on our members
• Higher costs for our members
• Risk and instability during one of the most volatile times in health care

To help you understand why Horizon BCBSNJ needs to maintain our members’ reserves, as well as
to address other misperceptions, the following information will help you understand more about:
•
•
•
•

Reserves
Taxes we pay
How we spend each premium dollar
What we have done to combat the opioid crisis in our state
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Our Members’ Reserves

Horizon BCBSNJ holds money in reserves to pay claims for when the unexpected happens.
For example, reserves would be used to pay claims in the event we experienced a natural disaster
like Hurricane Katrina, or a public health crisis like a massive flu outbreak.
Horizon BCBSNJ, like other health insurers, uses a technical measurement known as Risk-Based Capital
(RBC) to help guide its decision on the appropriate level of reserves. The measurement takes into
account the minimum amount of capital appropriate to support an insurance company’s business
operations in consideration of its size and risk profile.
New Jersey, like most states, requires a minimum level of capital reserves for a health insurer to
operate in the state.

Reserves Protect And Benefit Our Members:
• Reserves ensure our ability to pay claims resulting from unforeseen events,
such as natural disasters, health care epidemics or terrorist attacks.
• Horizon BCBSNJ has more than 3.8 million members, more than half of which are
fully insured members, and will pay approximately $11 billion in claims for those
insured members in 2017.
• Our capital reserves would only be sufficient to cover total claims for
approximately 75 days for our insured members. A single, unforeseen event
(e.g., avian flu, hurricane, etc.) could quickly deplete all of our reserves.
• For example, after Hurricane Katrina, Blue Cross Blue Shield of Louisiana was
able to meet state mandates and continue paying claims for 90 days, without
collecting premiums, because of its reserves.
• Our ability to pay claims on a timely basis is also critically important to ensure
cash flow to hospitals, doctors and other health care professionals and facilities
during a time of crisis.
• Reserves protect our more than 3.8 million members, group customers and
providers against risk and ensure we can pay claims when the unforeseen
happens.
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Our Members’ Reserves
Reserves Are Required:
• New Jersey, like most other states, requires a minimum level of capital reserves for a health
insurer to operate in the state.
• Our reserves are in-line with state of New Jersey and Blue Cross and Blue Shield Association
(BCBSA) requirements.
• We actively manage reserves to an appropriate level based on internal and independent risk
analysis.
• Horizon BCBSNJ, like other health insurers, uses a technical measurement known as Risk-Based
Capital (RBC) to help guide its decision on the appropriate level of reserves.
• Horizon BCBSNJ has maintained an “A” credit rating from Standard & Poor’s, due in large
part to its current level of reserves.

According to the National Association of Insurance Commissioners (NAIC), risk-based
capital (RBC) is a method of measuring the minimum amount of capital appropriate for
a reporting entity to support its overall business operations in consideration of its size
and risk profile. RBC limits the amount of risk a company can take. It requires a company
with a higher amount of risk to hold a higher amount of minimum capital reserves.
In prior years, consultant reports have recommended that Horizon BCBSNJ maintain
a reserve level in the range of 900% to 1,045%.1
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Horizon BCBSNJ Pays Taxes

While Horizon BCBSNJ is a not-for-profit corporation, it still pays taxes annually – $543 million in 2016
alone. In the past five years, Horizon BCBSNJ paid more than $1.9 billion in taxes and assessments.

Horizon BCBSNJ pays the following taxes:
• Federal and state payroll taxes
• Federal and state income taxes
• New Jersey State premium taxes

• New Jersey Insurance and HMO assessments
• Property taxes
• Federal Affordable Care Act (ACA) taxes and fees

At A Glance: Taxes Paid by Horizon BCBSNJ
Taxes and Assessments paid in 2016 totaled $543.2 million
Horizon BCBSNJ As A Tax-Paying Citizen:
While Horizon BCBSNJ is a not-for-profit corporation, it still pays the following taxes annually:
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Horizon BCBSNJ Pays Taxes

Taxes and Assessments paid in 2016 totaled

$543.2 million.

Taxes and Assessments paid over the past five years total over

$1.9 billion.

As a health service corporation, Horizon BCBSNJ is exempt from
sales and use taxes and the Newark payroll tax. These savings in
2016 amounted to

$9.1 million.

As a health service corporation, Horizon BCBSNJ is the only
corporation that cannot benefit from tax savings provisions in the
New Jersey Premium Tax law. This means Horizon BCBSNJ paid

$54.9 million more in taxes than its competitors in 2016
and will pay $55.7 million more than its competitors in
2017.

For 2016, the net State taxes paid by Horizon BCBSNJ are

$45.8 million more than a similarly sized for-profit

competitor. These additional taxes are based on the estimated

$54.9 million in additional premium taxes in 2016, less
the $9.1 million in tax exemptions.

Under the Affordable Care Act, Horizon BCBSNJ paid
in taxes and fees in 2016.
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$224.7 million

Your Health Care Dollar: Where Does It Go?
What is MLR?

Under the ACA, a health insurance company must meet a Medical Loss Ratio (MLR) requirement.
MLR is a basic financial measurement that requires health plans to spend a certain
percentage of premium dollars to pay for customers' medical benefits, as opposed to
expenses like company overhead or profit.
In general, the higher the MLR, the more value customers receive for their premium payment.
If an insurance company does not spend at least 80 percent (for individuals and small employer groups)
or 85 percent (for large employer groups) of its annual premiums on health care costs, then it
must give rebates to individuals and employer groups. If an insurance company spends more than
80 or 85 percent of its annual premiums on health care costs, then it does not need to give rebates.
Please note: The MLR rule does not apply to employers who operate what is called a “self-insured plan.”

Your Health Care Dollar Pays For A Lot Of Care
Insurer Profits:
Administrative Services:
Premium Taxes and ACA Fees/Taxes:
Physician
Services:

28¢

Inpatient
Costs:

Outpatient
Costs:

18¢

23¢

Prescription
Drugs:

18¢

3¢ 9¢ 1¢

3¢ 9¢ 1¢

87¢

87¢ of every health care dollar goes directly to pay for medical care.
Of that, 9¢ goes to administrative costs.
3¢ goes to Premium Taxes and Affordable Care Act Taxes and fees.
And only 1¢ is profit.
Information based on average Horizon BCBSNJ insured markets (2016 data).
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Tackling Opioid Abuse in New Jersey

With an estimated 2.1 million people in the U.S. suffering from substance use disorders related to
prescription opioids,1 Horizon Blue Cross Blue Shield of New Jersey is committed to preventing opioid
misuse and addiction. In New Jersey alone, high rates of addiction have claimed an estimated 5,000
lives in the past decade.2 Specifically, Fentanyl, an opioid up to 50 times more powerful than heroin,
is killing New Jersey residents at a rate that is tripling yearly.3
Horizon BCBSNJ is committed to supporting the health and safety of our members through public
awareness and education regarding opioid risk. We have integrated several programs and initiatives
throughout the continuum of care to help ensure our members receive the right care at the right time
without relying on opioids.

Tackling the Opioid Crisis

Pharmacy
Initiatives

Episodes
of Care
Programs

Behavioral
Health
Integration

Pharmacy initiatives

Community
Engagement

The Horizon Pharmacy program has several
initiatives that integrate pharmacy and medical
claims. They identify prescribing and dispensing
patterns and outliers that can assist in preventing
abuse, addiction and fraud. Our programs help
members and prescribers take action and make
informed decisions.

Horizon BCBSNJ provides resources and
information to assist in improving the quality of
care patients receive. Physicians receive
comprehensive, fact-based and actionable risk
reports created by Horizon BCBSNJ. Our
pharmacy team uses tools to predict future
probabilities and trends to educate health care
professionals about their own prescribing
behaviors and their patients’ risk behaviors.

1

https://www.drugabuse.gov/about-nida/legislative-activities/testimony-to-congress/2016/americas-addiction-to-opioids-heroin-prescription-drug-abuse

2

http://www.nj.com/news/index.ssf/page/welcome_to_herointown_new_jerseys_4th_largest_city.html

3

http://www.nj.com/news/index.ssf/2016/06/deaths_from_the_drug_that_killed_prince_are_skyroc.html#incart_river_home
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Tackling Opioid Abuse in New Jersey
• Triple Therapy Alert Program
– Identifies members who are receiving a
combination of a narcotic, a benzodiazepine
and a muscle relaxant from two or more
prescribers

Through these programs and other utilization
management and operational initiatives, the
Horizon Pharmacy program helps ensure
treatment of underlying psychiatric problems and
helps refer members to behavioral health
services, as appropriate. Horizon BCBSNJ also
supports the New Jersey Prescription Monitoring
Program, which aims to reduce member
drug-seeking behaviors and promote appropriate
provider prescribing behaviors.

• Concurrent Drug Utilization Review
– Screens prescriptions at point of service
– Compares dosage on claim to
recommended dosage for member’s age
group
– Determines effects of using a combination
of medicines
– Helps prevent duplicate refills or therapy
– Provides opportunities to improve patient
safety and quality of care

Support through Episodes of Care programs
Horizon BCBSNJ’s Episodes of Care (EOC)
programs are quality-based and use standard
quality measures unique to the procedure or
disease state. Prolonged use of pain medication
is tracked as one quality measure for orthopedic
EOC programs (Hip Replacement, Knee
Replacement and Knee Arthroscopy) and the
pregnancy (cesarean section delivery) EOC
program. Measures track opioid use within 90
days of the end of the episode.

• Controlled Substance Alert Program
– Identifies members with claim histories
suggesting patterns of misuse or abuse,
and notifies prescribers
– Tracks and evaluates outcomes
– Reduces overuse of controlled substances
• Opioid Outlier Program
– Identifies members who are on high
doses of opioids as outliers based on
morphine-equivalent dose (MED)
• Pharmacy Lock-in Program
– Identifies members who are at risk for abuse
based on their usage, and has them
evaluated by a pharmacist for pharmacy
lock-in
– Requires members to fill all of their
prescriptions at one pharmacy, if
appropriate

Behavioral health integration
Horizon BCBSNJ is committed to providing
patient-centered coordination of medical and
behavioral care. Through the Horizon
Behavioral Health program, we integrate
medical, behavioral health and substance use
disorder services. This integration helps ensure
treatment of underlying behavioral health issues.
We support the full continuum of care for mental
health and addiction care.

Horizon BCBSNJ also offers coverage of
Medication-Assisted Treatment (MAT) such
as Suboxone and Vivitrol for substance use
disorder recovery.
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Tackling Opioid Abuse in New Jersey

Community engagement

On February 15, 2017, New Jersey Governor
Chris Christie signed legislation aimed to
curb the state’s opioid addiction epidemic.
Horizon BCBSNJ is in the process of
implementing the requirements of the legislation
into our current programs and prior authorization
requirements.

Our team engages the community
through the Blue To You Van, our
Care-A-Vans and identified pharmacies
to help educate members and the public
how to correctly dispose of medicines
through the New Jersey Project Medicine
Drop.

As the state’s largest and oldest health insurer,
Horizon BCBSNJ is dedicated to improving the
lives of all residents in New Jersey. We continue
to collaborate with thought leaders in New Jersey
to combat the state’s opioid issue, while helping
to improve the quality of care, lower its cost and
enhance the patient experience for our members.

In addition, The Horizon Foundation for
New Jersey supports Partnership for a Drug-Free
New Jersey (PDFNJ), a multimedia substance
misuse and abuse prevention public health
campaign that was created in 1992 to provide
free prevention programs and initiatives to
New Jersey schools and communities, as well
as parent education training and drug-free
workplace assistance. Additionally,
Horizon BCBSNJ Chairman, CEO and President
Bob Marino is on the Executive and Steering
Committees of Partnership for a Drug-Free
New Jersey.

The Horizon Foundation for New Jersey is proud
to sponsor the Partnership for a Drug-Free
New Jersey (PDFNJ) Knock Out Opioid Abuse
Town Hall Series.
These meetings, to be held throughout the state
through November 2018, will help shed a light on
opioid abuse prevention and awareness, and will
feature speakers from PDFNJ and The Horizon
Foundation for New Jersey, as well as guest
speakers to include local prosecutors and
legislators, and prevention specialists among
others.

Since 2004, The Horizon
Foundation for New Jersey
has given over $180,000
through 12 grants to support
the Fifth Grade Parent Alert,
a brochure provided to all
fifth-grade classes in New Jersey that
encourages parents and guardians to discuss
the dangers of substance abuse with their
children.

To learn more about the Knock Out Opioid
Abuse Town Hall Series, and to see when a town
hall will be held near you and how you can join
the conversation, please visit
knockoutopioidabuse.drugfreenj.org.

Horizon BCBSNJ is also working with
35 independent Blue Cross and Blue Shield
Plans in a national commission convened by
the Blue Cross and Blue Shield Association to
reduce the devastating consequences of the
opioid crisis.
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