
 

 

  

 
CORRESPONDENCE MEMORANDUM 

 
 

DATE: June 2, 2014  
  
TO: Audit Committee Members  
 
FROM: Shayna Gobel, Manager, Self-Insured Health Plans 
 Mary Statz, Director, Health Benefits and Insurance Plans Bureau 
 Division of Insurance Services   
 
SUBJECT: Third Party Audit of WPS Health Insurance 
 
 
This memo is for informational purposes only. No Board action is required. 
 
The attached audit findings are presented to the ETF Board’s Audit Committee for 
informational purposes only. The document was first presented to the Group Insurance 
Board at the May 21, 2014 meeting. 
 
Staff will be at the Audit Committee meeting to answer any questions. 
 
 
Attachment A:  GIB memo dated May 12, 2014 
Attachment B:  CTI Executive Summary 
Attachment C:  WPS Response 
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CORRESPONDENCE MEMORANDUM 
 

DATE: May 12, 2014 
 
TO:  Group Insurance Board  
 
FROM: Shayna Gobel, Manager, Self-Insured Health Plans  

Mary Statz, Director, Health Benefits and Insurance Plans Bureau 
 
SUBJECT: Third Party Audit of WPS Health Insurance 
 
 
This memo is for informational purposes only. No Board action is required. 
 
The Department of Employee Trust Funds (ETF) retained Claim Technologies 
Incorporated (CTI) to conduct the periodic audit of the Wisconsin Physicians Service 
Insurance Corporation’s (WPS) administration of the self-insured plans for January 1, 
2012 through July 31, 2013. A WPS system conversion prevented WPS from providing 
data for the last five months of 2013; the last five months of 2013 will be added to the 
next audit. CTI has completed its audit and the findings are summarized in the attached 
Executive Summary report (Attachment A). Additional detailed reports developed by CTI 
are available to the Group Insurance Board (Board) upon request. 
 
The response from WPS regarding CTI’s audit findings is also attached (Attachment B). 
WPS agrees with CTI's findings and will review the identified opportunities for 
improvement.  
 

Overall, WPS is performing well and the audit did not reveal any areas of substantial 
concern. WPS is performing well above average on all six Key Performance Indicators, 
when compared to approximately 100 plans CTI has audited (see page 4 of the 
Executive Summary). CTI developed the Key Performance Indicators to measure and 
monitor claims payment accuracy and administrative process quality. WPS continues to 
improve and is in the highest quartile for performance in all areas measured for this 
period. 
 
CTI identified areas for improvement regarding excluded services, multiple surgical 
reductions, eligibility and duplicate payments (see page 2 and Exhibit C of the Executive 
Summary). Potential savings for these items total approximately $255,000 and 
represented less than 0.39% of the $64 million in paid claims for the audit period.  
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1. Multiple Surgical Procedures without Reductions – CTI identified $143,099 in 

potential savings for multiple surgical reductions during the audited period. It is 
standard practice to pay a smaller percentage for subsequent procedures 
performed in the same surgical instance. For example, 100% payment for the 
first procedure performed and 50% for all subsequent procedures. ETF staff will 
work with WPS to determine if any identified claim issues will require 
recovery and if procedural adjustments are required to prevent this issue 
from occurring in the future. 
 

2. Eligibility – CTI identified $77,632 in potential savings related to eligibility issues 
and claims paid after termination during the audited period. WPS agreed with 
this finding and will work with ETF staff to recover these potential savings. 
 

3. Excluded Services – CTI identified $19,429 in potential savings for paid 
services provided outside of the program benefit during the audited period. 
These include claims for automated laboratory, experimental/investigational 
services, and dental periodontics. ETF staff will work with WPS to determine if 
any identified claim issues will require recovery and determine if additional 
contract language is necessary to prevent this issue from occurring in the 
future. 

 
4. Duplicate Payments – CTI identified duplicate payments for 83 claimants worth 

$10,419, compared to duplicate payments for 3 claimants worth $5,074 identified 
during the prior audit. WPS agrees with CTI and will review the identified claims 
for process improvement opportunities. ETF staff will work with WPS to 
determine which identified claim issues will require recovery. 
 

CTI identified additional findings for areas for improvement as described on page 3 of 
the Executive Summary regarding diabetic supplies. 
 

5. Diabetic Supplies - CTI identified a potential savings of $153,469 related to 
diabetic supplies. CTI found that diabetic supplies, when filled by a pharmacy, 
are paid for by ETFs Pharmacy Benefit Manager, Navitus Health Solutions. 
When filled by a durable medical equipment vendor, they are allowable under the 
health insurance program. This issue was also noted in the previous audit for 
2010 and 2011, in which CTI noted the potential for duplicate payments and 
recommended that the coverage be allowed only under the Pharmacy Benefit 
Manager. ETF staff addressed this issue in the 2012 plan contract language as 
recommended by CTI, but it is unclear whether the potential risk for duplicated 
services still exists. ETF staff will work with WPS and Navitus to determine if 
additional contract language is necessary. 
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WPS Performance Guarantees 
CTI used the field audit outcomes to calculate the performance of WPS in accordance 
with the performance guarantees found in the contract with ETF. The results are found 
on pages 5 and 6 of the Executive Summary. 
 
The chart below shows historical performance for the WPS Guarantee. The WPS 
Guarantee sets WPS performance requirements for each plan year, which allows ETF 
to evaluate WPS claims processing performance. Audit results over the past eight have 
shown that WPS has remained generally consistent and has met performance 
standards. Overall performance results for this audit period remain consistently high. 
Staff will review the contract language on performance guarantees to determine if 
changes should be made. 
 

Performance 
Measure 

WPS 
Guarantee 2006 2007 2008 2009 2010 2011 2012 

2013 
(Q1&2) 

Financial 
Accuracy 99% 99.9% 98.8% 99.9% 98.6% 100% 99.8% 100% 99.86% 

Payment 
Accuracy 97% 99.5% 96.7% 99.5% 96.3% 99.1% 99.1% 100% 98.16% 
Processing 
Accuracy 97% 98.1% 94.8% 99.5% 95.8% 98.2% 98.2% 99.25% 97.56% 

Turnaround 
Time 

95% paid 
within 30 days 

of receipt 100% 100% 100% 100% 100% 100% 100% 100% 
 

 
CTI’s recommendations for change appear on page 7 of the Executive Summary and 
are detailed in the following exhibits: 

 
a. Exhibit A is detail behind two measures on performance benchmarking. This 

back-up information provides a graphic representation of how the audited plans 
rank against 100 other plans CTI audited.  
 

b. Exhibit B, the Prioritization of Process Improvement Opportunities, provides high 
level information about the categories where errors were found during the field 
audit. Note that the chart on page B-1 illustrates that two errors were found for 
the Standard/SMP Plans and only one error was found for the Medicare Plus 
Plan.  
 

c. Exhibit C is the Prioritized Table of Opportunities for Improvement, providing 
detail for the findings described briefly on page 2 of the Executive Summary.  

 
Additional Findings 
 
CTI noted potential issues found through the electronic screening results that require 
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further discussion. The electronic screening process scans all claims data based on 
algorithms developed to catch errors in claims processing, in contrast to the random 
sampling, which is a manual review of a limited number of claims. These findings are 
listed in Exhibit C of the Executive Summary. CTI found several potential cases of 
subrogation identified in the random sample audit that had insufficient documentation or 
were not pursued by WPS. WPS has agreed to review these cases with ETF to 
determine if procedural changes are necessary. 
 
In addition, CTI identified $680,909 in PPO Provider claims with no discount taken on 
893 claimants. This refers to in-network claims for which no discount was applied. Staff 
will work with WPS to review these claims and gain a better understanding of the 
discounts afforded in the WPS PPO network.  
 
There is also potential for inaccuracies through the electronic screening process. These 
inaccuracies can occur based on situations in which the claim processing program 
coding is not sufficient for determining payment or non-payment rationale for complex 
claims. WPS will provide ETF with a detailed analysis of these claims to determine if 
process changes are necessary. 
 
Staff is working with WPS to create a timeline for addressing each of the issues 
identified in the audit, to ensure an attainable action plan is in place. In areas where the 
contract needs to be strengthened or clarified to reflect issues identified by the audit, 
staff will proceed in this direction.  
 
 
Staff will be at the Board meeting to answer any questions. 
 
Attachment A:  CTI Executive Summary 
Attachment B:  WPS Response 














































	item4e
	CORRESPONDENCE MEMORANDUM
	STATE OF WISCONSIN
	Robert J. Conlin


	AUD - Item 4E - Attachment A - GIB 5 21 14 CTI Audit Memo
	CORRESPONDENCE MEMORANDUM
	STATE OF WISCONSIN
	Robert J. Conlin

	AUD - Item 4E - Attachment B - CTI Executive Summary
	AUD - Item 4E - Attachment C - WPS Response

