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Beyond Awful: Washtenaw County



Avoid Problems If You Can 

Sometimes, random events create turmoil. 

For example: earthquake. The probability is 

small, unpredictable but the cost enormous.  

 

Sometimes, problems can be seen from light 

years away, and finding the optimal solution 
takes work. The work takes time, and time is 

money. OK. Nothing controversial, yet. 

 

Washtenaw County Retiree Health 

 

Washtenaw County, like the vast majority of 

municipalities in the nation, faces a problem, 

a ticking timebomb. There are predecessors, 

a long list. Detroit, Texas Teachers, Illinois, 

Flint, Stockton CA. You can see the Ann 

Arbor Observer’s take here (disclaimer: I 

have not checked the numbers or the report-

ing here, it is only a reflection that this is an 
outstanding issue, a known one).  

 

The future liabilities are inadequately fund-

ed, and kicking the can down the road can 

only last for so long. One estimate by a cred-

ible source (an academic one) is that it would 

cost every American $32,000 each, today, in 

order to make all of the governmental pension 

and retiree health benefits programs whole. 
That is kind of an exaggeration, since you can 

increase state and local taxes, maybe.. 

Washtenaw County announced that it would 

Infuriating, Really



convert its old plan into a new, group Medi-

care Advantage plan. That, by itself, is not 

necessarily a bad thing. 

 

Is it unsettling? Yes. Does it create questions? 

Yes. Is the new plan going to be weaker than 

the old? Yes. 

 

The untold truth is that there were many oth-

er avenues that could’ve been taken, fulfillled 
the obligations. However, the combination of 

the existing broker, the carrier, and the gov-

ernment didn’t choose that path. They payer 

of that consequence? Taxpayer. 

 

Federal Medicare Rules 

For retiree plans, if a plan is ending at the 

choice of the employer, then an retiree that 

possesses documentation that states this fact 

is allowed to independently pay for Medigap, 

with no medical underwriting. That is a feder-

al rule, the term is Guaranteed Issue. 

 

Here’s the unfiltered (pun intended) truth: 
the retiree that is enrolled in a retiree 

group plan WANTS this outcome.  

Reason: that person can apply for Medigap 

and receive it under this right, because the 

application would be rejected otherwise.  

 

It’s a side-door and there is nothing that any 

carrier can say about it. It is very, very clear. 

In fact, we swerve out of the way to ask this 

question to intentionally get our clients this 

option. 

 

Every year, we locate the federally-mandated 

“side door,” there are many. That this wasn’t 

publicized is shocking and disappointing. 

 

 



Washtenaw County Chose Oddly 

 

There can be political reasons for this. For 

example, perhaps the County didn’t want the 

negative publicity. This is not a good reason 

because it is offering a viable alternative (the 

group Medicare Advantage), under which a 

retiree could have spousal (Medicare or not) 

coverage.  

 

There are the indefensible, alternative 

explanations.

 

A. The incumbent benefits broker did 
not inform the employer. Suspect #1 is 

here on the scene.  

 

The documents could’ve been written with two 

distinct components.

1. “Dear Retiree, the Washtenaw County 

retiree health benefits are ending. You will 
be sent a letter with your beginning and end 

dates of your prior enrollment within the 

existing plan. The end date of coverage will be 

December 31, 2018.”

2. “Dear Retiree, there is a group Medicare 

Advantage plan that you can electively adopt, 

exclusively for those that are retirees.”

See point A? That document, by itself, 

would’ve secured Guarnateed Issue for those 

that wanted Medigap, at the best price avail-

Poorly Contructed 

Documents



able. That didn’t happen. 

 

B. The incumbent benefits broker didn’t 
know the difference. I find this highly 
unlikely, but possible. The problem here is 

that most incumbent benefits brokers are not 
accustomed to the new landscape of a rapidly 

aging workforce. Incumbent brokers are paid 

when the status quo is intact, not for creating 

new value (or avoiding new costs, they are the 

same thing). 

 

C. The Washtenaw County Board of 

Commissioners was lazy. I entirely doubt 

this. It is a central presumption of GH2 Un-

filtered: the other party is not dumb (or lazy). 
Would it be difficult and subtle to explain to 
this Board? Yes. Would it be impossible? No. 

Would it be worth it, for the County and the 

constituents (both retiree and taxpayer)? Yes.   

 

Poorly Constructed 

Documents (cont)



Existing Retirees Lost Free Options 

 

By NOT documenting the transition in the 

way described here, retirees who desired 

Medigap may not have this path, which 

would’ve been protected by federal (CMS) reg-

ulations. This is a disaster.  

 

No network, known fixed deductible, $0 copay/
coinsurance thereafter. With a blank piece of 

paper, this is the single best financial con-

tract on the market, any financial market. For 
those with known, costly health issues, this is 

the most efficient path, and Washtenaw Coun-

ty retirees would have a clear, undebatable 

entryway. Instead, that path is closed, simply 

due to poorly constructed documents. 

 

Washtenaw County Pays 

 

The issue here is that since some retirees 

would naturally NOT elect the new option, 

but would have a guaranteed, superior path, 

Washtenaw County still has the same “time-

bomb” problem. It has additional liabilities to 

pay in the future. Who bears that cost? The 

county, and that is paid by? Taxes. Guess who 

pays taxes? 

 

Costs



Retirees Make Mistakes 

 

To make a bad situation worse, certain re-

tirees are adding insult to the situation, by 

choosing poorly. 

Example: a woman (with a PhD) has serious 

health issues. The idea that she would be 

accepted into Medigap is a “non-starter,” i.e. 

highly improbable. 

 

However, for her, all is not lost. Certain oth-

er carriers will allow entry into Medigap (at 

higher premium levels, but still lower than 

Washtenaw County premiums, with unques-

tionably superior coverage). Note that when 

informed of this, her response: “I will wait 

until next year.”  

 

That entirely presumes this option is avail-

able next year, which is a completely incorrect 

assumption. There is no assurance that the 

carrier will continue this business policy of 

guaranteed acceptance, which is not precisely 

the same as federal Guaranteed Issue reg-

ulations. Certain carriers are intentionally 

choosing to loosen this standard, and there is 

no requirement to maintain this looser stan-

dard. It can, at its option, change its business 

position on this. 

Nevertheless, this well-educated woman ac-

cepts the risk of something she cannot control.  

Ripple Effects



Who “Won”

Are there any “winners”? Relatively speaking, 

yes. 

 

Incumbent Broker 

 

The boat wasn’t rocked. The number of enroll-

ees was maintained, since people didn’t have 

the alternate path presented to them. This 

party continues to be compensated. 

 

Carrier 

 

If there was a new health insurance carrier, 

that would be slightly different, and the con-

clusions here would not be as strong.  

Do I think this this could’ve “slipped through 

the cracks” at the carrier? Yes. There are 

silos, and those silos do not necessarily com-

municate at large organizations. 

 

I personally posed the question to the carrier 

in this instance. “Can the retiree get accepted 

into your Medigap without underwriting, with 

the documents as currently constructed?” An-

swer: “No, normal underwriting rules would 

apply.” I was told accurately, this is the rule at 

that carrier.  

 

The carrier clearly benefits, for the same 
reason that the incumbent broker benefits. 
The total number of policyholders is virtually 

unchanged, without little fanfare.



Conclusions

This Is Certain to Occur Again 

 

How do we know this? The incumbent bro-

ker is the dominant broker to municipalities 

throughout Michigan.  

 

How do we know this? The majority of mu-

nicipalities and government-funded entities 

are facing this same under-funded retiree 

health shortfall. They have not been required 

to report this in the past. As things currently 

stand, the assumptions used have been wildly 

wrong, from both the asset valuation perspec-

tive and the cost perspective (note: the author 

is a highly experienced financial markets per-

son, concentrations in finance and accounting, 
with global experience on three continents). 

The assumptions being used are wildly wrong. 

It is a certaintly that this continues to exist. 

There is a litany of think-tank research that 

confirms this. 
 

How to Fix It 

 

Simple Requests For Proposals will do it. We 

cannot predict the actual outcome (for exam-

ple, we don’t know if people will be sick in the 

future). If you want to see a copy machine to a 

municipality, it goes out for a competitive bid. 

In the same way, there will be a long line of 

brokers with proposals of every stripe.There is 

little doubt that this will cause unease by the 
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Conclusions

incumbent stakeholders, including the exist-

ing Board of Commissioners, the incumbent 

broker, and the incumbent carrier. In order to 

reduce the upheaval, the contract can last for 

an extended period (for example, three years). 

There is precedent for this: the Veterans Ad-

ministration does this in certain states, now. 

 

Despite the upheaval, transparency and 

open-forum debate about how tax dollars are 

spent is more than a reasonable start. And for 

the retirees, they will have additional options 

which would’ve been guaranteed by federal 

regulations.  

 

For a set of indefensible reasons, that path 

wasn’t pursued, wasting money that no mu-

nicipality has, and eliminating valuable bene-

fits options for retirees. Both.


