Help ensure claims are
paid accurately—and in
compliance with your
plan design

Our trained
specialists, robust
methodologies,
and cutting-edge
technology can be
applied to:
Retrospective audits

Event-driven audits

Fraud, waste and abuse analytics

Robust auditing solutions
– Enhance payment accuracy and plan compliance
– Evaluate the effectiveness of your administrator’s 		
controls
– Confirm administrator set up plans correctly
– Objectively assess whether performance guarantees
have been met
– Uncover the root cause of waste
– Identify future cost-savings opportunities
We estimate that the United States loses $275 billion
annually in healthcare spending through administrative
inefficiencies, as well as fraud and abuse—that’s nearly
$9,000 per second.1 Yet employee health benefits generally
remain one of the least monitored corporate expenses.
The vast majority of organizations rely on third-party
administrators to manage the healthcare claims payment
process, and claims auditing is often low on the long list of
competing priorities—even though identifying errors can
result in significant savings opportunities. However, by
exercising control of the claims auditing process with help
from IBM® Watson Health™ solutions and services you
can make more informed decisions to help maximize the
financial performance of your healthcare benefit.
Whether you’re implementing a new vendor or plan design
or conducting an annual review, we can help you
improve the bottom line and raise the bar for performance
from your third-party administrators.
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Need to reduce costs?
Start by leveraging our robust claims auditing solutions. The Watson
Health team has deep experience with claims analysis and audit
services, and our trained specialists have performed claims reviews
that include all of the major national insurance carriers and some thirdparty administrators.

Our benefit plan audits typically
find up to 5 percent of claims are
potentially paid incorrectly due to
issues ranging from coding errors,
to lack of quality control, to fraud
and abuse, to administrator
system setup issues.

Our team of specialists have decades of experience auditing healthcare
claims and we provide the flexibility, independence and expertise to
help proactively identify and resolve potential benefit interpretation and
setup issues specific to your organization.

A flexible approach
We understand that organizations have different objectives when
it comes to claims auditing. That’s why we offer a suite of flexible
solutions that can be tailored to fit your objectives.
In addition, we offer a consultative approach that helps you interpret
the results, makes recommendations and coaches you on how to best
work with your administrator to make corrections and improvements.
A solution to fit your needs:
Your objective

Our approach

Improve payment accuracy and plan design
compliance

§§ 100-percent audit
§§ Pre- or post-implementation audit

Evaluate the effectiveness of your administrator’s
controls

§§ 100-percent audit
§§ Stratified random sample audit

Confirm administrator sets up plans correctly
before the plan year begins

§§ Pre-implementation audit

Objectively assess whether performance
guarantees have been met

§§ Stratified random sample audit

Uncover the root cause of waste

§§ Fraud, waste and abuse analytics
§§ 100-percent audit

Identify future cost-savings opportunities

§§ 100-percent audit
§§ Fraud, waste and abuse analytics
§§ Pre- or post-implementation audit
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Retrospective audits
There are two generally accepted approaches for auditing medical
claims: a stratified random sample audit and a 100-percent claims
audit. Based on your objectives, we can fully support either method.

Stratified random sample audit
This random-sample approach is an end-to-end claims processing
audit used to measure an administrator’s claims processing accuracy
and timeliness against performance guarantees, industry practices and
marketplace standards.

100-percent claims audit
Our 100-percent claims audit re-adjudicates all claims for compliance
with all aspects of your plan designs, as well as eligibility, compliance
with an administrator’s policies and procedures and industry best
practices. This 100-percent claims audit approach identifies hardto-discover, systemic processing errors and potential overpayment
recoveries.

100-percent claims audit: Key areas of focus
Exception Category

Description

Analytics

Plan Design

Assess whether administrator accurately
interpreted and administered benefits
according to plan design features
and benefit exclusions. Confirm that
appropriate reviews were performed
to determine medical necessity,
appropriateness of treatment and
compliance with care management
programs.

§§ Deductibles/copayments/
coinsurance
§§ Benefit limits/maximums
§§ Benefit exclusions
§§ Large dollar claims
§§ Emergency care
§§ Case management,
utilization review and
disease management

Eligibility

Compare claims against eligibility/
enrollment data to identify claims paid
for ineligible members, and to assess
procedures for updating eligibility files
and procedures for testing retroactive
eligibility changes.

§§ Member was enrolled on
date of service

Other-party liability

Determine the parameters used by
the administrator to flag claims for
investigation and/or the pursuit of
recovery associated with potential thirdparty liability.

§§ Regular coordination of
benefits (COB)
§§ Medicare COB/End-stage
renal disease (ESRD)
§§ Subrogation
§§ Work-related injuries
or illness; workers’
compensation

System edits and
controls

Evaluate the effectiveness of
administrator’s claims system edits and
controls.

§§ Provider discounts
§§ Duplicate payments
§§ Upcoding/unbundling
customization versus
correct coding initiative
edits
§§ Payer-specific edits
and standard operating
procedures

Fraud and abuse

Test to detect patterns of potential fraud
and abuse by either the provider or
member.

Examples:
§§ Ambulance rides to
nowhere
§§ Upcoding of services
§§ New patient codes
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“It was unlike
any other
audit in terms
of revealing
significant
issues that we
really need to
revisit and get
on the same
page with our
third-party
administrators.”
— Watson Health claims audit customer
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Event-driven audits
If you’re changing claims administrators or making adjustments to your
plan designs, it’s important to test the accuracy and readiness of your
administrator before your go-live date or shortly thereafter.
Pre-implementation audit
To confirm your administrator is ready to process your benefits, we take
a number of important pre-implementation steps, including:
– Testing your administrator’s interpretation of your benefits against
your Summary Plan Description provisions
– Providing an action plan and timeline for resolving issues
– Serving as the liaison between you and your administrator to clarify
plan design discrepancies and direct corrections, as needed
Post-implementation audit
As beneficial as pre-implementation audits can be, they do have
limitations. They are performed in a claims-system test environment
and the scope of what is reviewed is restricted by the number and
thoroughness of the scenarios presented. That’s why we often
recommend that a 100-percent, post-implementation audit be
performed 90 days following the effective date of a material change.
Our experience has found this to be an even more rigorous and
complete approach to testing benefits interpretation and setup.
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Get the support
your organization
needs
– Flexible approach tailored to your 		
specific audit needs
– Proprietary software readjudicates 		
100 percent of claims against your 		
Summary Plan Descriptions 		
and industry standards
– Retrospective or event-drive (for 		
example, change in administrator) 		
audit options
– Comprehensive fraud, waste and 		
abuse algorithms
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Fraud, waste and abuse algorithms
Watson Health also offers a comprehensive library of algorithms to
identify and help reduce claims fraud, waste and abuse. Our robust
detection methods and analytics help you stay on top of ever-emerging
and cleverly concealed schemes.
The proprietary algorithms used for this type of analysis extend
significantly beyond those included in the typical claim audit and can
be used to identify specific providers that employ questionable billing
practices that are intended to enhance provider reimbursement at the
expense of plan sponsors.
In addition, each of our detection algorithms is assigned to one of four
categories of vulnerability:
– Potentially recoverable
– Billing error
– Long-term savings opportunity
– Interesting observations
These categories are designed to make it easy to guide recommendations
for further action in a cost-effective manner.

The Watson Health difference

Robust data management solutions
Healthcare data is “Big Data”—huge amounts of data, from disparate
datasets, that are difficult to handle and even more difficult to analyze.
We’ve been working with Big Data successfully and efficiently for
more than 40 years. We are one of the most experienced providers in
warehousing, mining, managing, integrating and analyzing Big Data, and
we have the robust methodologies and analytics to address our clients’
smallest and largest challenges.

Claims auditing experience
The Watson Health audit solutions team includes highly accomplished
professionals who have practical, hands-on experience in the fields of
claims administration, network management, medical management,
pharmacy benefits and benefits consulting—gained from working at major
corporations, national health insurance companies and consulting firms.
Our team has handled just about every possible benefit plan scenario.
Driving real value
Our suite of audit solutions and fraud algorithms has helped our clients
identify hundreds of millions of dollars in potential overpayments and
long-term savings. With money-saving opportunities like these on the
table, it’s important for you to confirm the accountability and compliance
of your vendors, and to have the tools and knowledge to collect monetary
recoveries.
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About IBM Watson Health
Each day, professionals throughout the health ecosystem
make powerful progress toward a healthier future. At IBM
Watson Health, we help them remove obstacles, optimize
efforts and reveal new insights to support the people
they serve. Working across the landscape, from payers
and providers to governments and life sciences, we bring
together deep health expertise; proven innovation; and the
power of artificial intelligence to enable our customers to
uncover, connect and act — as they work to solve health
challenges for people everywhere.
For more information on IBM Watson Health, visit:
ibm.com/watsonhealth
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Footnotes
1 Truven Health, Your Healthcare Focus, Employers, Eliminate Wasteful Spending,
Eliminate Wasteful Healthcare Spending and Maintain Payment Integrity, http://
truvenhealth.com/your-healthcare-focus/employers/eliminate-wasteful-spending

The client is responsible for ensuring
compliance with all applicable laws and
regulations applicable to it.
IBM does not provide legal advice or
represent or warrant that its services or
products will ensure that the client is in
compliance with any law or regulation.
The performance data and client
examples cited are presented for
illustrative purposes only. Actual
performance results may vary depending
on the specific configurations and
operating conditions. It is the user’s
responsibility to evaluate and verify
the operation of any other products
or programs with IBM product and
programs.
Statement of Good Security Practices:
IT system security involves protecting
systems and information through
prevention, detection and response to
improper access from within and outside
your enterprise. Improper access can
result in information being altered,
destroyed, misappropriated or misused
or can result in damage to or misuse of
your systems, including for use in attacks
on others. No IT system or product
should be considered completely
secure and no single product, service
or security measure can be completely
effective in preventing improper use
or access. IBM systems, products and
services are designed to be part of a
lawful, comprehensive security approach,
which will necessarily involve additional
operational procedures, and may require
other systems, products or services to
be most effective. IBM does not warrant
that any systems, product or services
are immune from, or will make your
enterprise immune from, the malicious or
illegal conduct of any party.
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