
October2012                       www.civtrial.com     

Capitol Tower 

206 E. 9t Street 

Ste. 1511 

Austin, Texas 78701 

(512)476-4944 

FAX (512)476-6218 

Don’t Be A  

Victim. 

Order Our 

 FREE Book. 

(512)476-4944 

or at  

www.civtrial.com 

TOP 10 INSURANCE MYTHS 

Earlier this month, another attorney 

bought me lunch in exchange for me 

giving him some advice about 

making a claim after he and family 

members were rear-ended by 

someone talking on a cell phone.  

One of the things he was 

disappointed about was that the 

insurance company wasn’t taking 

responsibility and was treating his 

family unfairly. 

 

I warned him that he 

wasn’t special —- it 

was par for the 

course. 

 

It was also a good 

opportunity to break 

out the Top 10 

Insurance Myths 

from our friends over 

at Texas Watch, one 

of the only groups 

looking out for the 

interests of consumers over at the 

legislature.  Here are their myths: 

 

Myth #1:  You’re Covered 

 

Texans think that we’re paying our 

hard-earned dollars for peace of 

mind.  But the ugly truth is that 

deregulation has allowed insurance 

companies to carve up their policies.  

We’re paying sky-high rates for junk 

policies that don’t cover many of the 

items you would expect. 

 

(Addition from Brooks:  I often tell 

people this is the biggest mistake (of 

many) from the Insurance 

Department.  In the past, you could 

shop for policies because they were 

standard.  But now, many policies 

are different. Unless you have 

specialized knowledge, when you get 

a quote, you don’t know whether 

you’re comparing apples to apples.  

As a result, people too often take the 

cheapest policies, hurting 

themselves.) 

 

Myth #2:  Insurance 

Companies Always Pay 

Claims Fully & 

Promptly 

 

Texans do their part by 

paying hard-earned 

dollars for premiums, 

but insurance 

companies don’t hold 

up their end.  Too often, 

insurance companies 

have turned claims into 

an additional profit 

center using “delay, deny, and 

defend” tactics. 

 

Myth #3:  Texas Just Needs More 

Insurance Companies 

 

The insurance lobbyists tell 

legislators that further deregulation 

will bring more companies, which 

will bring competition and lower 

prices.  In reality, all the major 

companies are here, and deregulation 

only leaves consumers with less 

protection. 

 

Continued on page 2 
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TOP 10 INSURANCE MYTHS continued 
 
Myth #4:  Your Insurance Company Is Loyal To You 

 

We’ve all heard the jingle, “Like a good neighbor, State Farm is there.”  For over 11,000 homeowners policyholders in 

five counties along the Texas coast, nothing could be further from the truth.  The state’s largest carrier has made the 

decision to pull up stakes and abandon these customers, many of them long-time and loyal, without even giving a 

rationale for their abrupt actions. 

 

Myth #5: Bad Weather Means Insurance Rates Must Rise 

 

Insurance companies love to demand higher rates after storms.  But this is a fallacy.  Insurance ratemaking is prospective, 

meaning policyholders have already paid for this year’s storms through their premiums.  To make them pay again, next 

year, through yet another rate hike, is double dipping on the part of the insurance carrier and nothing more than a forced 

bail out. 

 

Myth #6:  Mandatory Arbitration Helps Policyholders 

 

Pre-dispute Binding Mandatory Arbitration (PBMA) is a secret, unappealable process that is frequently more costly than 

the traditional legal process and is biased against individuals.  Insurance companies routinely bury PBMA clauses deep in 

the fine print of insurance policies, eliminating the ability of policyholders to exercise their basic legal rights when their 

insurance company tries to take advantage of them by unfairly denying, delaying, or underpaying their valid claim. 

 

Myth #7:  Protecting Policyholder Rights Raises Rates 

 

When insurance companies say that our civil justice system drives up insurance rates, what they’d really have you believe 

is that we can’t afford our Constitution.  The truth is that they view the Bill of Rights as a bothersome barrier to their 

bottom line.  If they were truly interested in lowering costs for the public, they would support sensible efforts to regulate 

rates for their mandated  products, sell policies that provide meaningful coverage, and support efforts to punish those who 

cheat claimants through strong-arm tactics. 

 

Myth #8:  Giving Insurance Companies What They Want Is Good For Consumers 

 

A decade ago, lawmakers deregulated the marketplace, embracing the insurance industry’s theory that less oversight 

would bring about competition amongst carriers and lower prices for consumers.  That industry-centered theory has been 

tested, and the data shows it has failed.   

 

Myth #9: Insurance Companies Are People Too 

 

There is  a quaint notion that insurance companies make sound decisions based on personal interactions with 

policyholders.  But, big insurance companies have become highly automated, able to rely on digital profiling to 

underwrite and set rates, proprietary databases to compile customer information, and black box logarithms to underpay 

claims.  (Almost all agents and adjusters are good, decent people.  If we worked with them to pay claims, it would be 

great.  Unfortunately, agents don’t have a say in how the company handles your claim, and adjusters are often hand-tied 

by computer programs that limit what they can do.) 

 

Myth # 10:  Insurance Shopping Is Easy 

 

Lobbyists and regulators repeatedly say that if policyholders would just “shop the market” everything would be alright.  

Implicit is that shopping the market for insurance is a simple proposition and consumers are just lazy — as if you like 

paying too much and getting too little.  But shopping the market is hard, only made more difficult by deregulation. 

 

If you want to read the full report from Texas Watch, go to their website at  www.texaswatch.org/2012/04/top-10-

insurance-myths/ 

 

—- Brooks Schuelke 
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PENNY-WISE POUND-FOOLISH:   WHY YOU NEED A LAWYER 

On the morning that I was writing this newsletter, the Austin American Statesman had a lead 

story about the US efforts to seize land for the border wall along the US-Mexico border.  It 

tells the story of Teofilo Flores, who accepted $1,650 for a slice of his land.  That seemed like 

a good deal until he learned that one neighbor farmer had received 40 times that for a similar 

piece of land, and that another nearby farmer had pocketed almost $1 million.  I won’t bore 

you with the details, but the general theme was that the landowners who hired lawyers won far 

larger settlements than those who were not represented.  

It’s the same thing with most practice areas.  In my personal injury area, some injured persons want to try and settle their 

own claims to save on attorneys’ fees.  These individuals are making the same mistakes as the unrepresented landowners.  

Even insurance-funded studies find that personal injury victims who hire lawyers have significantly higher recoveries.    

 

In the estate-planning context, people think they can do a “simple will” by themselves.  Too often, foregoing the small 

fee for an attorney to draft a will ends up costing the heirs significantly more after the person dies. 

 

And I’ve mentioned that businesses would be better off spending a little money hiring an attorney (such as my friend 

Dave Valenti, www.corpgeneralcounsel.com) to have contracts or decisions reviewed, which might help stop a dispute 

from arising, for a fraction of the cost of what they’ll eventually spend to resolve a dispute when it arises.  

 

It even goes to unexpected areas.  I was recently speaking to a lobbyist friend of mine who told me his warning story.  He 

was about to enter into a contract with a potential client, but my friend decided he should run it by his attorney first.    

Fortunately he did; the attorney revealed to him that the form of the contract was illegal and would be a felony. 

 

Don’t be penny-wise and pound-foolish.  Hire an attorney when one is needed. 

BROOKS IN THE NEWS:  HOSPITAL TRAUMA 

ACTIVATION FEES 

A couple of months ago, I wrote in my blog (www.civtrial.com/blog) about the 

increasing issue we’re seeing with “trauma activation fees” begin charged by local 

hospitals, most notably Brackenridge. 

Earlier this month, the Austin American Statesman ran a front page investigatory 

story on these fees (including a small quote from Brooks).  These fees are what the hospitals are adding to bills just in case 

you need a trauma team —- even when you may not. 

The story centered on the plight of Mark Mitchell, who was injured in a bike accident.  Mr. Mitchell briefly blacked out 

after the wreck and had some bleeding in his elbow.  He reluctantly agreed to let the EMS technician take him to 

Brackenridge.  He now wishes that he had not.  Despite receiving minimal care in the ER, he received a bill for over 

$20,000.00, with over $14,000.00 of that being a “trauma activation fee,” which wasn’t covered by his insurance.   

Poor Mr. Mitchell is being charged this fee even though the EMS technicians who treated him and an independent auditing 

firm felt that Mr. Mitchell didn’t meet any of the criteria to be considered a trauma patient.   

And Seton still refuses to reduce his bill. 

And that’s the problem.  In few, if any, other industries do you get a service only to be told at a later date how much you 

are going to be charged.  So Mr. Mitchell is stuck without many good options —- the same problem that many of our 

clients experience.  Fortunately, we can help our clients, but people in Mr. Mitchell’s situation can’t afford such help. 

You can read the entire story at www.statesman.com/news/news/local/sky-high-trauma-fees-stun-some-er-patients/

nSWTw/  
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As always, thanks for your 

referrals! 

We’ve said it before and we’ll say it again, we always 

appreciate your referrals.  Obviously, we can’t  afford to 

continue helping our clients if you don’t continue 

referring your friends and family members to us.   

While we primarily do personal injury work —- 

representing those injured by others —- we want to help 

all people find a lawyer who can properly represent 

them.  So feel free to give our names to anyone looking 

for a lawyer.  If we can’t help them, we’ll be happy to try 

and give them the name of another good lawyer who can 

help them with their needs. 


