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What is the Claims Legal Services contract 
utilized for?

• Citizens engages outside law firms to provide representation 
in claims-related pre-suit and litigation matters

• Citizens receives suits from First and Third Party 
claimants

• Citizens staff attorneys act in an advisory role to the 
Claims department and do not appear in court on behalf 
of Citizens

• Panel is comprised of 112 outside defense firms, with 
approximately 1,000 attorneys, providing legal representation 
in the following areas

• First Party Property
• Third Party Liability
• Subrogation
• Appeals
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What is the history of the Claims Legal 
Services contract?

• December 15, 2021, Board of Governors approved initial 
panel contract

• Provided $500 million contract approval for the 
initial 5-year term

• Agreed to provide spend authority in $50 million 
increments as needed over the contract term
• Required more transparency and accountability 

of Legal spend by Claims
• Incremental approval documents any potential 

future requests for additional increases in 
overall contract spend
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How much spend authority has been granted by the 
Board against the $500 million contract approval?

• Total of $300 million spend approved by Board to date
• December 15, 2021:  $50 million
• July 13, 2022:  $50 million
• December 22, 2022:  $50 million
• March 29, 2023:  $50 million
• September 27, 2023:  $50 million
• December 6, 2023:  $50 million
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How has Citizens incurred the Legal expenses 
during the contract period?
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Why are the Legal fees increasing at such a 
fast pace?

• This is a multifaceted issue with many contributing 
factors such as

• Pending litigation increased 25% in the first year of 
the contract due to the rising PIF and storm activity

• The new increased contract rates went into effect 
during this period

• Increased litigation corresponds to a sharp 
increase in legal billing invoices submitted

• Created a bubble for the legal billing team with 
increased efforts to reduce pending invoices

• Catastrophe matters were not included in the 
spend request to the Board
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What caused the pending litigation matters to 
increase by 25% in the first year?

• Attorneys filing more cases post pandemic
• SB 76 for Notice of Intent effective July 1, 2021

• Some carriers took the position that it impacted all 
litigation as of the effective date

• Weather events
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What caused the pending litigation matters to 
increase by 25% in the first year?
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• Weather events and the 
associated litigation greatly 
impacted the litigation 
pending

• Large volume of litigation 
originates from prior years

Note:  Weather events that generated 50 or more suits as of October 2023 YTD



What is the impact of the contracts overlapping?

• Rates are accrued based on the date of the assignment 
to Defense Counsel until the matter is closed

• Prior contracted rates apply prior to            
February 3, 2022

• New contract rates apply starting February 3, 2022
• Maximum partner rate increased 10%
• Maximum associate rate increased 15%

• Rates vary amongst the firms based on the discounts 
they bid in the solicitation process

• Rates are not tied to usage/assignment volume
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What is the impact of the contracts overlapping?
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How did reducing the pending invoices 
increase the overall spend?
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• Invoice volume continues to increase
• 2021 had 195K invoices submitted
• 2022 had 275K invoices submitted
• 2023 had 320K invoices submitted
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How did reducing the pending invoices 
increase the overall spend?



What impacts are catastrophe matters having 
on the total budget?
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What considerations are being utilized to forecast the total 
Legal spend over the remaining contract term?

• Factors utilized in forecasting
• Pending litigation counts
• New suit counts

• Impact of recent legislative statutes
• Impact of depopulation on policy counts
• Impact of new DOAH process

• Varying contract rates among firms
• Impact of future storms
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What will impact the pending litigation counts?

• Litigation pending is slowly declining
• 19,938 January 2023 pending
• 18,080 November 2023 pending

• Settlement methods November 2023 YTD
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Method # of Cases

ADR 833

Final Summary Judgement 297

Proposal for Settlement 356

Trial 73

Voluntary Settlement 6,184

Court Dismissal 84

Voluntary Withdrawal 2,948
Note:  This chart only includes litigation settlement methods with the largest number of results.



What will impact the new suit counts?

• SB 2A will reduce the number of new suits
• Repeal of the one-way attorney fee statute
• Abolishment of Assignment of Benefits

• Continued depopulation efforts will reduce the        
Policy-In-Force counts further reducing Citizens 
exposure to new claims/litigation

• Reduction of 182,000 policies through November 
2023 YTD

• SB 2A codified binding Arbitration as an alternative 
dispute resolution methodology

• Citizens endorses policies for DOAH process 
effective October 1, 2023
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What impact will the varying contract rates have?

• Each month the 
percentage of  invoices 
submitted under the 
new rates continues to 
increase the total legal 
spend paid

• Older matters are 
closing under the old 
contracted rates which 
has helped to drive 
down the total legal 
spend paid

• Difficult to determine 
the rate impact based 
on old versus new rate 
structure for firms
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What impact will future storms have?

• Citizens does not include weather events into the Board 
approved contract spend

• Hard to predict the severity/geography
• Including these costs would grossly overstate the 

contract spend if no event occurred
• Past events continue to generate new litigation until the 

statute is reached for breach of contract
• Anticipate that this trend will continue for future 

events
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What is our current projection for a budget 
shortfall under the Board approved spend?

• Current forecast is a shortfall between $100 - $200 
million over the contracted 5 year term based on

• Challenges noted above
• New legislative initiatives
• Citizens new DOAH process

• Incurred $118.5 million in weather event spend, through 
November 2023 YTD,  which was not included in the 
contract spend authority

Page 20



Questions
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