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1. CTI found areas for improvement as described on page 2 and Exhibit C of the 
Executive Summary regarding: 
 
a. Routine exam claims that were paid in the Medicare Plus $1,000,000 plan.  In 

2008, Medicare covered a limited routine exam during the initial 6 months after 
an individual was enrolled in Part B coverage.  CTI found that WPS paid routine 
claims after the 6-month window had expired.  This involved 502 claimants worth 
$59,557 of claims.  As a result of this finding, WPS is reviewing workflows in 
order to implement process improvement; however, they state that under the 
federal Patient Protection and Affordable Care Act (PPACA), Medicare will be 
responsible to pay the full cost of these wellness visits and that will remove any 
liability to the plan.  Staff agrees with CTI that this is an error.  Staff will work 
with WPS to pursue recovery of claims or repayment by WPS for identified 
members. 

 
b. Experimental/Investigational services for 19 Medicare and non-Medicare 

claimants with $7,889 worth of claims that may have been paid in error.  These 
include claims CTI considers experimental such as virtual colonoscopies.  WPS 
states it has enhanced workflow documentation to address the identified claim 
types as they may be payable based upon medical policy.  ETF staff will work 
with WPS to determine if any identified claim issues will require recovery. 
 

c. Coordination of benefits for one member of the Standard Plan/SMP where 
22 claims were processed inappropriately.  This is a case where the spouse of 
an employee works at a medical facility that provides self-insured health care to 
its members.  The insurer’s explanation of benefits that describe how claims are 
paid is unusual, and it was not clear what the primary plan paid.  WPS 
interpreted these claims to have had $0 paid, and thus our plan paid the claims in 
error.  WPS is auditing all claims for this member and will work to recover claims 
paid in error, in addition to implementing a special workflow for this case.  Staff 
feels that this issue is resolved adequately. 
 

d. Duplicate payments were found for 77 claimants worth $13,780.  WPS agrees 
with CTI and is working toward continuous improvement with feedback and 
training.  ETF staff will work with WPS to determine which identified claim 
issues will require recovery. 

 
2. CTI found, on page 2 of the Executive Summary, three areas where they feel the 

contract should be clarified to either cover or exclude services for diabetic supplies, 
impotency and genetic testing and/or counseling, based upon comparison to other 
plans they have audited.  ETF staff will work with WPS and CTI to determine 
what if any contract language should be clarified in the 2012 contract on these 
issues. 
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a. Diabetic supplies, when filled by a pharmacy, are paid for by Navitus Health 
Solutions.  When filled by a durable medical equipment vendor, they are 
allowable under the health insurance program.  CTI has found that this creates a 
potential for duplicate payments and recommends that the coverage be allowed 
only under the Pharmacy Benefit Manager.   
 

b. Impotency treatment is not specifically excluded under this program; therefore, 
WPS administers its subject to determinations of medical necessity.  The audit 
identified 130 claimants who had $16,811 paid for the diagnosis and treatment of 
impotency.  CTI has found that most health plans do cover these services when 
there is a medical condition, and it is preferential to specifically address this in 
the contract to avoid potentials for payment for convenience items and services.   
 

c. Genetic testing and/or counseling, is also not specifically excluded.  CTI found 
that $1,747 had been paid on these services.  They have found the potential for 
abuse where these services can be performed when not necessary, requested 
due to family history.   

 
3. CTI used the field audit outcomes to calculate the performance of WPS in 

accordance with the performance guarantees found in the contract, using CTI’s 
operational definitions compared to the results of WPS using their own operational 
definitions.  The results on pages 4 and 5 of the Executive Summary show that in 
2008, CTI and WPS’ findings end with a similar result; however, due to the errors 
found in 2009 in CTI’s sample, there are notable differences in outcomes.  WPS 
responds that there are many ways to calculate performance guarantees and they 
have been consistently applying the method presented upon the inception of this 
contract.  WPS further states that due to sample differences, outcomes vary.  WPS 
is willing to discuss changes in the operational definitions with ETF and CTI.  Staff 
will review the contract language on performance guarantees to determine if 
changes should be made.   
 

4. CTI’s recommendations for change appear on page 6 of the Executive Summary.  
Following that, CTI attached three exhibits to support information in the summary.   

 
a. Exhibit A is detail behind two measures from page 3 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.  While the amount identified at risk which is very small at $100 for the 
Standard/SMP plan and $834 for the Medicare Plus $1,000,000 plan, when the 
finding is extrapolated against the potential of all claims paid during the two-year 
period, it could be substantial.  Note that the chart on page B-1 illustrates that the 
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only errors found for the Standard/SMP Plans during the field audit fell into the 
PPO Discount Calculation Error category.   
 

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

 
If you have any questions, I will be available at the meeting, or you may contact me at 
608-264-6624. 
 
Attachments:  CTI Executive Summary 
           WPS Response 
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Executive Summary of Comprehensive Audit Results 
 
 

 
SUMMARY OF CLAIMS ADMINISTRATION AUDIT FINDINGS 

 The State of Wisconsin Employee Trust Fund (ETF) engaged Claim 
Technologies Incorporated (CTI) to perform Comprehensive Audits of the claims 
administration of ETF’s self-funded medical benefit plans administered by WPS Health 
Insurance (WPS).  An independent claim administration audit firm, CTI performed the 
audits in the first quarter of 2010.  The purpose of the audits was to assess the quality 
of claims administration being provided by WPS. The audits covered claims processed 
during the period of January 1, 2008 through December 31, 2009.  Using data provided 
by WPS, CTI analyzed $32,995,277 in claims payments made by the Medicare Plus 
$1,000,000 Plan and $67,431,109 in claims payments made by the Standard and State 
Maintenance (SMP) Plans. Overall the results of the audits indicate that for the audit 
period WPS’ claim administration accuracy and proficiency was in deficient on the 
Medicare Plus $1,000,00 Plan and was good on the Standard and SMP Plans.  The 
field audit sample showed that for the Key Indicator of Accurate Processing Frequency, 
approximately 4% of the bills processed by WPS on the Medical Plus $1,000,000 Plan 
have some type of error and 1% percent of the bills processed by WPS on the Standard 
and SMP Plans have some type of error. Areas for improvement are identified on the 
following pages and have been discussed with WPS and authorized representatives of 
the ETF. 
 

 
Audit Approach 

The CTI Audit System is designed to measure and facilitate continuous quality 
improvement in the processes of claim administration. This Audit System views 
administrative processes through the lens of CTI’s Electronic Screening and Analysis 
System (ESAS®) and statistically through a Statistical Sample Field Audit. 
 
The following table shows the specific benefits of each of the two techniques used by 
CTI in its Audit System.   
 

ESAS® Field Audit 

Electronic Screening and Analysis of 
100% of Paid Claims Data 

Stratified Sample of Paid Claims 
Confidence Level 95% (+/- 3%) 

Benefits include: 
• Focus In Known High Control                    

Risk Categories  
• Identify Potential Overpayments For 

Recovery 

Sample designed to: 
•  Benchmark Performance 
•  Quantify Financial Impact  
•  Prioritize Issues 
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AUDIT FINDINGS/OPPORTUNITIES FOR SAVINGS AND IMPROVEMENT 

The areas demonstrated by ESAS® to have opportunity for improvement in WPS’ 
claim administration processes that would represent financial savings or improved 
customer service for ETF are summarized as follows. For more detail refer to Exhibit C 
Prioritized Improvement/ Recovery Opportunities. 

 

Categories  
Potential 
Recovery/ 
Savings 

Limited: Routine Exam $59,557 

Excluded Service: Experimental $7,889 

Coordination of Benefits Active $22,577 

Duplicate Payments  $13,780 
 

 
ADDITIONAL FINDINGS 

CTI utilized our ESAS® program and found WPS paid for certain services as there is no 
specific exclusion in the Plan for these services. In the case of diabetic supplies the 
Plan does state these items are covered under the pharmacy plan thus CTI believes the 
medical plan should not cover them as this creates duplicate coverage and payment for 
the same items under both plans. In the case of impotency the Plan does state that 
penile implants are covered, but does not state whether any other type of impotency 
testing or treatment is either covered or not covered. In the case of genetic testing 
and/or counseling the Plan does not state whether any services are either covered or 
not covered. ETF should decide if it is intending to cover these procedures and clarify 
the Plan’s intent in future plan documents regarding these provisions in order to provide 
clarity of these benefits for the insured members and to ensure WPS is administrating 
the benefits accordingly. 
 

Categories  Potential Savings 

Diabetic Supplies $212,522 

Impotency $16,811 

Genetic Testing and/or Counseling $1,747 
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PERFORMANCE BENCHMARKING OF WPS 

CTI’s protocols for conducting its Statistical Sample Field Audits enables it to compare 
claim administration process performance between administrators and plans to 
Benchmarks that it has created and maintains.  The following table demonstrates that in 
two of the six measures used by CTI to facilitate meaningful comparison WPS’ accuracy 
in administering the Medicare Plus $1,000,000 plan is good when compared to 
approximately one hundred other plans most recently audited by CTI.  WPS’ 
performance was good in four of the six measures for the SMP and Standard plans.  
 

PERFORMANCE MEASURES PERFORMANCE BY QUARTILES 

 = Medicare Plus $1,000,000      = Standard and 
SMP Plans 

1st 
(Lowest) 

2nd 3rd 4th 
(Highest) 

Documentation Accuracy – Financial compares the number of 
dollars processed with documentation adequate to substantiate 
payment or denial to the total number of dollars processed in the 
Audit Sample. 

    
 

Documentation Accuracy – Frequency compares the number 
of claims processed with documentation adequate to substantiate 
payment or denial to the total number of claims processed in the 
Audit Sample. 

      
 
 

Financial Accuracy compares the total correct claim payments 
that were made to the total dollars of correct claim payments that 
should have been made for the Audit Sample.  The formula for 
this measure is:  Total correct payments (claims paid in the 
sample minus overpayments plus underpayments) minus the 
absolute variance (overpayments plus underpayments), divided 
by total correct payments. 

 
 

   

Accurate Payment Frequency compares the number of bills 
paid correctly to the total number of bills paid for the Audit 
Sample. 

  
 

  

Adjudication Proficiency compares the number of correct 
adjudication decisions made to the total number of adjudication 
decisions required for the claims in the Audit Sample 

   
 

 

Accurate Processing Frequency compares the number of bills 
processed without errors to the total number of bills processed in 
the Audit Sample. 

   
 

 
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WPS PERFORMANCE GUARANTEES 

The ETF has performance standards in place in its Administrative Agreement with 
WPS. In the two tables below CTI shows its Statistical Sample Field Audits’ results side 
by side with WPS’ reported audit results for the time period. This is done to allow 
comparison of CTI’s Statistical Sample Field Audit outcomes using its operational 
definitions against WPS’ audit outcomes using its operational definitions.  This 
comparison enables discussion about the differences in operational definitions and 
methodology for construction of audit samples.  Differences in audit outcomes also will 
result from different audit techniques and standards for what constitutes an “error” as 
evident in the both comparisons, but more so in the 2009 comparison as the majority of 
the field audit errors were in 2009. 
 

WPS Performance Guarantees Year 2008

Performance Measure WPS 
Guarantee

WPS Reported 
Performance 

Whole Group 2008

Performance Using 
CTI Formula 2008 

Financial Accuracy 99% 99.7% 99.93%

Payment Accuracy 97% 98.7% 99.53%

Processing Accuracy  97% 98.7% 99.53%

Turnaround Time
95% paid 

within 30 days 
of receipt

97.5% of claims 
were paid within 30 

days of receipt

8 calendar days
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WPS Performance Guarantees Year 2009

Performance Measure WPS 
Guarantee 

WPS Reported 
Performance 

Whole Group 2009

Performance Using 
CTI Formula 2009 

Financial Accuracy 99% 99% 98.62%

Payment Accuracy 97% 97% 96.28%

Processing Accuracy 97% 98% 95.83%

Turnaround Time
95% paid 

within 30 days 
of receipt

99% of claims were 
paid within 30 days 

of receipt

8 calendar days
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Additional Area of Review   

● Subrogation: WPS provided reports showing net subrogation recoveries for all 
plans combined of $229,818 (0.229% of claim dollars paid during the audit period.) 
The recovery rate is low when compared to companies who pursue subrogation 
recovery exclusively. These companies post recovery of .5% to .75% of paid claims. 

 

 
Comprehensive Claims Administration Audit Recommendations 

We understand that ETF will review these recommendations to determine which should 
be the subject of immediate action.  Where ETF determines that our assistance would 
be beneficial in implementing or performing any of the required tasks, we will be 
pleased to provide estimates of the cost of these services on an hourly or fixed-fee 
project basis.  Included in our Comprehensive Audit specifications are 10 hours for post-
audit follow-up activities on issues identified by the audit.   

1. Have WPS prepare a report for ETF showing the cause and remedy to avoid 
future errors.  Reference the charts in Exhibit B to determine the prioritization 
of errors by type and frequency as seen in the Field Audit.   

2. Working from the most material categories of issues identified by ESAS , 
develop an action plan and timeline for WPS to allow for remedial action 
planning for prevention of future errors and recovery of agreed upon over-
payments. 

3. ETF should discuss with WPS the reason for the low subrogation recovery 
rate. 

4. Conduct sequential audits to systematically monitor WPS’ performance to 
determine if improvements have been made. 
 

5. Review the Performance Guarantee provisions in the Administration 
Agreement to ensure that clear and measurable operational definitions are 
included according to ETF guidelines and calculations of the measurements.  
 

We have considered it a privilege to have worked for and with ETF’s staff in these 
important endeavors and would welcome any opportunity to assist you in achieving your 
future objectives.  Thank you again for choosing CTI. 
 
 
 CLAIM TECHNOLOGIES INCORPORATED 
 October 2010 
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Exhibits 
 

A.  Performance Measurements and Benchmarking 
 
B.  Prioritization of Errors and Savings Opportunities 
 
C. Prioritized Improvement/ Recovery Opportunities   
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Exhibit A. 
 

Performance Measurement and Benchmarking
 

  

Based on the 100 most recent claim administration audits CTI has performed, the 
following “Box and Whiskers Charts” show claim administration performance for each 
Key Performance Indicator as compared to that for other plans audited by CTI.  Each 
chart contains the following information: 

 Benchmark Performance 
 Lowest Performance 
 Performance levels in quartiles  with the 4th Quartile representing the 

performance of the 25 plans with the best performance and the 1st Quartile 
representing the 25 plans with the lowest performance 

 Performance relative to the Median level or the reported level at which 50 of 
the plans audited by CTI were reported to be better and 50 were reported to 
be worst 

 
Chart 1. Standard and SMP Plans 

 
 
 

74% 76% 78% 80% 82% 84% 86% 88% 90% 92% 94% 96% 98% 100%

Median

Financial Accuracy

Lowest Performance
Benchmark

1st Quartile 2nd 3rd 4th

2008/2009 
Performance 

@ 99.99%
4th Quartile 

2006/2007 
Performance 

@ 99.06%
3rd Quartile 
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Chart 2. Standard and SMP Plans 

80% 84% 88% 92% 96% 100%

Accurate Payment Frequency

1st Quartile 2nd 3rd 4th

Lowest Performance
Benchmark

Median

2008 /2009 
Performance 

@ 99.53%
4th Quartile

2006/2007 
Performance 

@ 98.61%
3rd Quartile

 

Chart 3. Medicare Plus $1,000,000 
 

74% 76% 78% 80% 82% 84% 86% 88% 90% 92% 94% 96% 98% 100%

Median

Financial Accuracy

Lowest Performance
Benchmark

1st Quartile 2nd 3rd 4th

2008/2009
Performance 

@ 91.39%
1st Quartile 

2006/2007
Performance 

@ 99.64%
3rd Quartile 
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Chart 4. Medicare Plus $1,000,000 
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Accurate Payment Frequency
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Lowest Performance
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@ 96.28%
2nd Quartile

2006/2007 
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@ 97.65%
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Exhibit B. 

 
Prioritization of Process Improvement Opportunities 
 

   

Derived from the Field Audit data, the following charts provide statistically based insights to 
assist in prioritizing improvement and/or recovery opportunities based on savings and service 
impact; and in pinpointing problem causes.  The charts show the frequency of financial errors 
by type so that remedial actions can be taken to prevent their recurrence in the future. 
  
 
Chart 1. Standard and SMP Plans 

 
Frequency of Financial Errors by Type Based on Field Audit 

 
Financial Accuracy of 99.99%, when imputed to the universe of claims paid during the two-year 
field audit period, indicates WPS made errors totaling approximately $6,743 during the audit 
period. 

PPO Discount  
Calculation Error

100%



 

 

 
 

 

 

  

 
 
 
 

B-2 

 
 
 

Chart 2. Medicare Plus $1,000,000 Plan 
 

Frequency of Financial Errors by Type Based on Field Audit 
 
Financial Accuracy of 91.39%, when imputed to the universe of claims paid during the 
two-year field audit period, indicates WPS made errors totaling approximately 
$2,840,893 during the audit period.   
 

Incorrect COB with 
Medicare

37%

Paid Ineligible 
Procedure 24%

Coinsurance Error 
13%

Denied Eligible 
Expense 13% Paid a Duplicate 

Charge 13%
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Exhibit C. 
Chart 1. Standard and SMP Plans 

 
 

Table of Prioritized Improvement/ Recovery Opportunities

Issue 
Confirmed 

Overpayments/
(Underpayments)

Additional 
Potential
Recovery 
Identified

During Audit

WPS
Response Agree or 

Disagree
Count Amt. Count Max. 

Amt.

1 Coordination of 
Benefits:

Paid primary in error

1 case $22,577 Agree with ESAS®

2 Duplicate Payments 32 
cases

$9,254 Agree with ESAS®

3 Eligibility:
Claim paid after 
termination

1 case $8,720 Agree with ESAS®

 

Table of Prioritized Improvement/ Recovery Opportunities

Issue 
Confirmed 

Overpayments/
(Underpayments)

Additional 
Potential
Recovery 
Identified

During Audit

WPS
Response Agree or 

Disagree
Count Amt. Count Max. 

Amt.

4 Excluded:
Experimental/ 
Investigational

7 cases $2,154 Agree with ESAS®

5 PPO Discount Error 1 claim $100 Agree with error
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Chart 2. Medicare Plus $1,000,000 

Table of Prioritized Improvement/ Recovery Opportunities

Issue 
Confirmed 

Overpayments/
(Underpayments)

Additional 
Potential
Recovery 
Identified

During Audit

WPS
Response Agree

or Disagree

Count Amt. Count Max. Amt.

1 Excluded:
Experimental/ 
Investigational

12 
cases

$5,735 Agree with ESAS®

2 Excluded: 
Eye Refection Lens 
Surgery 

1 claim $450 Disagree with error

3 Limited: 
Routine Exam

1 case
1 claim

$263
$315

501 $59,294 Agree with ESAS®

Agree with error

4 Duplicate Payments 45 
cases
1 claim

$4,526

$73.25

Agree with  ESAS®

Agree with error

Table of Prioritized Improvement/ Recovery Opportunities

Issue Confirmed 
Overpayments/

(Underpayments)

Additional Potential
Recovery Identified

During Audit
WPS

Response 
(Agree) or 
(Disagree)Count Amt. Count Max. Amt.

2. Denied Eligible 
Expense :

ESRD Service

1 claim ($31.65) Agree with error

3. Coinsurance Error 1 claim $16.77 Agree with error

4. Incorrect COB with 
Medicare

3 claims ($23.11) 
$18.04
$37.41

Agree with errors
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