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CORRESPONDENCE MEMORANDUM

DATE:

January 29, 2009
TO:

Group Insurance Board 

FROM:
Arlene Larson, Manager, Self-Insured Health Plans 

SUBJECT:
Third Party Audit of WPS Health Insurance
This memo is for the Board’s information only.  No action is required.

The Department of Employee Trust Funds (ETF) retained Claim Technologies Incorporated (CTI) to conduct an audit of the WPS Health Insurance (WPS) administration of the self-insured plans for the calendar years 2006 and 2007.  CTI has completed its audit and is submitting the attached Executive Summary report.  The response from WPS is also attached.  Additional detailed reports developed by CTI are available to the Board upon request.
Overall, WPS is performing well and the audit did not reveal any areas of substantial concern.  In its broadest measure, WPS is performing in the top half of the approximately 100 plans CTI has audited (see page 4 of the Executive Summary) on 11 of 12 measures, for both the Medicare and non-Medicare populations.  However, in one of the measures, (documentation accuracy - financial for the Medicare Plus $1,000,000 plan) WPS performed below average.  WPS performed worse in 2006 but its performance improved significantly in 2007.  

CTI has identified areas of opportunity for improvement in processes that could result in financial savings and/or improved customer service. WPS responded that, while in general it agrees with CTI's findings, WPS nevertheless questions certain findings due to past practice and interpretation by ETF.  Staff will follow up with WPS to assure that all identified issues are addressed. In areas where the contract needs to be strengthened or clarified to reflect issues identified by the audit, staff will proceed in this direction.  The major findings consist of:

1. CTI found an area for improvement regarding claims that were paid after member termination date.  The problem was that claims were not recouped for seven retroactively-terminated individuals.  This involved $24,577 worth of claims.  ETF sends WPS enrollment changes electronically, after entering information received from the employer or member.  At times, termination information is received by ETF quite some time after the event.  When this occurs, claims may be paid that subsequently need to be recovered.  The contract requires that WPS make diligent efforts to recover overpayments over $50, as trying to recover payments of less than $50 is not cost effective.  As a result of this finding, WPS has altered its recovery procedures and is attempting to recover these dollars, as required in the contract.  WPS is also instituting monthly reporting on the types of recoveries.  Staff agrees with CTI that this is an error.  Staff will assure that the recovery of claims paid after termination is pursued for identified members and any future affected members.
2. Miscellaneous Policy Provisions:  CTI found several items with relatively low dollar amounts, usually under $10,000, that may have been paid in error.  These include claims CTI considers experimental, or items typically denied by health plans, such as massage therapy and automated lab charges.  WPS concurs with some findings, but disputes others and stated it consulted with ETF in these cases.  However, ETF staff does not agree with WPS in all cases, but will work with WPS to determine if any identified claim issues will require recovery and if any contract language should be clarified.
3. CTI reviewed all claims paid in order to find duplicate payments.   CTI needed certain data elements in the claims information to conduct this review, but WPS could not provide it.  CTI identified 439 Standard Plan/SMP and 148 Medicare Plus $1,000,000 members with potential duplicate payments.  WPS tested 267 of these members and discovered three cases with errors, resulting in overpayments totaling $1,045.   The other cases were not duplicates.  CTI agreed with the review but recommends a follow-up screening of the information to validate that WPS is denying duplicate submissions.  Staff feels that WPS is adequately managing duplicate submissions.  However, WPS data compilation needs to be adjusted to include elements necessary to ease review during the next audit cycle, and the dollars paid in error need to be recouped.  Staff will work with WPS to prepare the data for subsequent audits.
4. Potential Fraud and Abuse:  CTI found that WPS did not have protocols in place to review claims that were billed fraudulently for nerve conduction studies when submitted without a coinciding needle electromyogram (EMG).  WPS agreed with CTI and has since adjusted claim workflows to send such claims to medical review to determine if the services are medically necessary and have been billed appropriately.  Staff feels that this issue is resolved adequately.

5. CTI compared performance of six measures for accuracy in claim payment to 100 other plans CTI has audited.  CTI found that under the Standard Plan/SMP programs, WPS performed well in all measures.  They further found that under the Medicare Plus $1,000,000 plan, WPS performed well in five of the six measures.  WPS agrees with the results and notes that in the measure where they did not perform well, financial documentation accuracy, the poor performance occurred in 2006 and was corrected in 2007.  Staff concurs with the assessment.

6. CTI used the audit results to calculate the performance of WPS in accordance with the performance guarantee definitions found in the contract.  The results presented by CTI differ from those reported by WPS.  WPS states that this is due to three claims for self-administered drugs.  WPS disagrees with CTI’s interpretation of the benefit and states that without these errors, the results would show that WPS met or exceeded all but one of the performance measures.  Staff will review the contract language on self-administered drugs to determine if changes should be made.  
· WPS self-reports the level of achievement for all performance guarantees.  In 2007, WPS reported that it did not achieve one standard and subsequently paid applicable penalties.

7. CTI recommends the formation of a Quality Team to oversee follow-up activities.  Staff will work with WPS to follow up on audit issues and provide the Board with a progress report as needed.
Please contact me at 608-264-6624 if you have any questions.
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