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President's Message

Hard to believe it's been over a year since | became WILMIC's President and CEO and stepped into
the vast (and impossible-to-fill) shoes of my predecessor, Katja Kunzke. The year has gone by with
lightning-like speed. While Katja is off enjoying retirement with her kids and grandkids, | have spent
the last year working on deve|oping and imp|ementing WILMIC's next iteration, our next, newer
version of ourselves, our next role in Wisconsin’s legal community.

As the legal profession changes and evolves, technology becomes a more significant part of
everything we do, and clients expect more from you; WILMIC also has to evolve to continue giving
you what you need. We grew up as a company with many of you as you were building and growing
your practice. For others, we were already here when you started your legal career. We plan to be
here for many decades, changing c1|ong with you and your practice. Growing but ho|ding onto what
we like to think of as our “company DNA.” It's who we are and what you have come to expect from
us.

As most of you know, WILMIC was created in the mid-1980s to fill a gaping hole in the ma|practice
insurance space. At that time, Wisconsin lawyers did not have access to affordable malpractice
insurance and needed help. WILMIC stepped in and filled that gap.

Since then, we have become, and remain so to this day, the company you can turn to, not just for
malpractice insurance - that can be had in many places. But also your partner, of sorts. We help you
get your CLE credits, provide law practice tools that can help you better serve your clients, help you
out of a jam from time to time, and do the little things, like making sure we're here to answer your
calls or step up and give you a lunchtime CLE presentation if your group needs one.

Some of you don't know us quite as well - yet. As you will read in this Annual Report about our year
last year, we continue to make changes and improve upon what we do well so that you can continue
to rely on us when you need us. It's part of our determination to make sure we continue to evolve and
remain as dependable today as we were when we started and filled that gap back in 1986.

Sometimes, “rediscovery” is a good thing. While we work to rediscover what makes us the reliable,
dependable company you have come to expect, we ask you to rediscover us if you haven't already.

The term “company DNA” is sometimes used as a shorthand for an
organization’s culture and strategy — a metaphor for what makes
it unique. But there may be more to the metaphor. Understanding
our company’s DNA helps us know what we can and can't do and
how to remain nimble and agile in an ever-changing legal
profession. You have to do the same thing as a lawyer with your
practice. It wouldn't make sense for us not to do the same for you.

Thomas J. Watson
President &§ CEO



DNA needs constant attention as it develops, functions, and then reproduces. As a company, WILMIC
is developing and continually recreating ourselves in different ways as we see the needs you have as
lawyers.

We've heard the rallying cry for the past few years for companies to “be customer-centric.” That's
nothing new for us. We've been that way since our beginning. But what does that really mean?

For many businesses, each part of the company only sees one small sliver of the customer, a sliver
that comes with different meanings and measurements: a particular profile in marketing, website
traffic for the digital team, “call volume” to the customer service team, a “conversion” to the sales
team, or an “impression” to the advertising team. The real risk here is that no one sees the customer
as an actual human being. We certainly do. It is part of our culture. It means listening to and
understanding the customer more deeply. It may come in a phone call to Brian Anderson, our
Director of Claims, or Joyce Neumaier, our Claims Assistant, or in a call to our Underwriting Manager,
Katelyn Cole, or Underwriting Associate Stacey Stewart, or in a conversation you may have with our
Senior Vice President and Director of Business Development Matt Beier, or our Account Executive
Sarah McQuin. Or it may come in a social media post with our Marketing Associate, Stephanie
Williams. And of course, Patty Lehner and Megan O'Brien support WILMIC staff by managing the
company's finances with unsurpassed expertise. They all will do the same thing - listen to you,
understand what kind of help you may need, and respond promptly, earnestly, and efficiently.

This process need not require deeply specialized skills: it can be as simple as it sounds. And we live it
every day. For some companies, the emphasis has moved away from human connection and
interaction and more on empirical data from survey results and analytics or customer insights from
feedback forms and focus groups. That's not us. Yes, we look at data and survey results. But most
importantly, we listen to you.

As a result, empathy with the customer, which is among the simplest of principles, is at the top of our
mission. Customer empathy is a goal we'll never claim to “master” because it requires constantly
challenging ourselves and constantly working to understand how things are changing in your world
and what we may need to do differently than we did years ago.

So as you read this Annual Report, you'll find out about many of the changes and new initiatives
we've undertaken to be an even better resource for you than before. If you haven't yet, | respectfully
ask you to give us another look.”Rediscover” us. I'm confident you'll find the same old reliable and
dependable WILMIC but with some new wrinkles, some new features, and tools that can help you in
today’s modern world, from cyber security protection to more competitive pricing that takes into
account exactly what you do in your practice, to additional benefits and coverages that we didn't
offer before, along with an unconditional commitment to helping you become a better lawyer and
provide the best service you can to your clients.

And thank you for all of your support over these past 37 years. We will continue to “pay that support
forward” as we all grow and evolve in the coming years.

o J b

Thomas J. Watson
President § CEO



Business Development, Marketing &
Communications

Rediscovering Business Development

In 2022, WILMIC identified areas of sales growth and improved coverage offerings
to remain the market leader in providing Wisconsin lawyers with professional
liability coverage, risk management programs, claims service and other resources.
WILMIC made certain to stay true to its foundations of delivering excellent
customer service and quality risk management programs while making great strides
to attract new law firms as policyholders so that we can offer our policies and
services to even more Wisconsin lawyers. WILMIC rediscovered what is best about
the company, found new areas of improvement, and accelerated the delivery of the
coverage, services and programs that our policyholders value most. Our Business
Development team:

+ I|dentified new target markets;

 Reconsidered premium pricing factors;

+ Added policy coverages to empower policyholders to customize their insurance;

« Identified preferred practice areas and offered additional premium credits;

 Forged strategic partnerships with brokers, business partners, and local bar
associations;

 Created and delivered value-added services like Free-CLE Fridays and robust
risk management programs

We anticipate improving and enhancing these efforts to meet our strategic goals of
increasing underwriting profit, providing multi-channel access for current
policyholders, and improving product offerings, flexibility and pricing for
policyholders.

Matt Beier
Senior Vice President & Director Sarah McQuin
of Business Development Account Executive

Back to President's Message




Business Development, Marketing &
Communications

Rethinking Marketing and Communications

WILMIC continued shifting marketing efforts to communicate
with Wisconsin lawyers where they are, including attending
in-person programs /seminars through digital marketing and
placing effective and focused advertising with the State Bar
of Wisconsin. This included a more enhanced and expanded
online presence through the website, the policyholder portal,
social media, and online advertising and marketing.

In 2022, WILMIC completely overhauled its website to be more

attractive and informative to visitors. In partnership with Stephanie Williams
Above the Bar Marketing (ATB), WILMIC has developed a link Bz g Assclons
portfolio to create and circulate clickable links back to its

website where customers gather online. In addition, ATB has set up and managed WILMIC's
search engine optimization strategy and activated Google Analytics to measure the
outcomes of WILMIC's digital campaigns. WILMIC continues to provide policyholder alerts
and newsletters via e-mail and has actively engaged in social media sites like LinkedIn
and Facebook on relevant and current topics to help deliver our messages and promote
the company.

WILMIC maintained visibility in the legal community and positioned itself as a reliable
resource to lawyers by providing valuable guidance from day-to-day practice
management to navigating difficult claims. We maintained our participation in the State
Bar of Wisconsin and other lawyer events, including the following:

¢ State Bar Annual Meeting and Convention

o State Bar Solo & Small Firm Conference

o State Public Defender’s Conference

e Wisconsin Local Bar Leaders Conference

« State Bar Young Lawyers Division Leadership Conference
 Wisconsin Association of Criminal Defense Lawyers (WACDL)
e Wisconsin Defense Counsel Seminar

* Annual Drunk Driving Defense Seminar

o State Bar Trial Practice Institute

* State Bar Estate Planning Update

WILMIC also continued to write a series of risk management columns for publication in
Wisconsin Lawyer magazine and expanded local bar association CLE presentations.

Back to President's Message




Claims

In 2022, WILMIC enjoyed an historically low number of new claims made and
reported to the company, opening the fewest new legal malpractice claims in any
year since 1996. Although claim frequency was low, severity has not followed this
trend and the indemnity payments paid by WILMIC remained elevated.

One area of practice that jumps off the charts, in terms of both frequency and
severity last year, was the area of estate /probate /trust. 2022 represented the third
straight year that estate /probate /trust claims were the most frequently made. In
2022, claims against estate planning practitioners represented over 26% of the
claims reported and 22% of the total indemnity dollars paid. The attorney involved in
providing estate-planning services is an easy target for the disinherited beneficiary
that contends that the decedent’s intended distribution was frustrated by the
lawyer’s negligence.

When bodily and personal injury claims are factored in, those two areas of practice
standing alone represented over 47% of the total severity reported and over 39% of
the claims reported. Missed deadlines and the failure to prosecute a claim within
the statute of limitations are the most common problems hampering attorneys
practicing plaintiffs' personal injury law. This area of practice resulted in a quarter of
the entire indemnity dollars paid by WILMIC in 2022.

WILMIC (and the entire country) are experiencing upticks in social engineering /wire
fraud claims. These matters have included claims involving the negligent wiring of
closing funds in real estate transactions wherein the attorney failed to verify a
fraudulent change in the wiring instructions prior to wiring the funds.We have also
had attorneys blamed for failing to safeguard their client trust account after their IT
system was hacked. The banking institutions are slow to accept any responsibility for
their role in the social engineering claims that we are processing, even though they
often are in position to prevent the damage. WILMIC's Claims Department works
closely with Communications to present dozens of risk management programs and
articles to do our part to alert our insureds to common scams and issues as they arise.

Brian Anderson Joyce Neumaier
Back to Business Development, Director of Claims Claims Assistant
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Claims Opened, by Calendar Year




2022 Claims Frequency by
Areas of Practice

Others 12%
Estate, Trust, Probate 26%

Immigration 3%
Landlord/Tenant 4%

Local Gov 4%

GAL 4%
Real?Enftate BIIPI
; Plaintiff
13%

Bankruptcy/Collections
8%
Criminal Defense 9%

Family Law 9%
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2022 Claims Severity by Areas
of Practice

BI/PI Plaintiff 25%
Others 23%

Criminal
Defense
3%
GAL 4%
Estate,
Real Estate 7 Trust,

Probate
22%

Bankruptcy/Collections
16%
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Underwriting

WILMIC has taken a new look at its underwriting practices, recognizing that more
can be done to provide the coverage lawyers want at competitive prices. WILMIC
now offers more coverage options and adjusted premiums based on firm size,
practice areas, workload, and other strategic factors. We have prepared and will
continue to prepare various endorsements that will empower prospective

lawyers /firms by allowing them to customize their policies.

In 2022, we pursued the following initiatives:

 Former Lawyer Endorsement — WILMIC now offers a Former Lawyer
endorsement. After a thorough analysis of the target market of mid-size to large
firms who want such coverage, WILMIC's actuary provided guidance for pricing
the same. Immediate results are promising, with firms binding coverage with the
former lawyer's endorsement in the first months of the endorsement'’s
implementation.

e Revised Underwriting Guidelines for Border-State Firms — In 2022, WILMIC
increased underwriting’s discretion to write policies for firms with a larger
percentage of out-of-state practice. Many firms “cross the border” and have an
office presence in the bordering states of Illinois, Michigan, and Minnesota.

* Improve Multi-Channel /Portal Access - WILMIC has begun to fully integrate its
client portal with its existing operations platform, which will allow the
policyholder to:

o Make online payments;

o Access policy and billing documents;

o Submit policy changes electronically, such as adding/removing an attorney or
changing demographic information; and

o Complete and submit new and reissue applications; and WILMIC intends to
provide additional endorsements with options to include different features, such as
“first dollar defense,” employment practices defense, crisis event coverage, and
others.

Katelyn Cole Stacey Stewart
Underwriting Manager Underwriting Associate

Back to Claims
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Financial Highlights
Statutory Balance Sheets
December 31,2022, and 2021

STATUTORY BALANCE SHEETS
December 31, 2022 and 2021

ADMITTED ASSETS 2022 2021
Cash and invested assets:
Bonds $ 28,666,098 $ 29,005,620
Preferred stocks 45,925 207,006
Commonstocks and mutual funds 5,636,839 8,509,544
Cash, cash equivalents, and short-term investments 1,175,411 972,455
Cash and invested assets 35,524,273 38,694,625
Uncollected premiums 416,379 417,178
Reinsurance recoverable on paid losses 6,456 -
Other amounts receivable under reinsurance contracts 165,303 =
Investment income due and accrued 168,200 234,123
Deductibles receivable 8,840 22,169
Data processing equipment {net of accumulated depreciation
0f5110,019 in 2022 and $105,020in 2021) 2,931 6,039
Income tax recoverable 183,600 107,825
Net deferred tax asset 165,300 -
Total admitted assets $ 36,641,282 S 39481959

LIABILITIES AND SURPLUS

Liabilities:
Unpaid losses (net of reinsurance of $4,545,599 in 2022
and $4,876,970 in 2021) $ 3404826 S 4,119,016
Unpaid loss adjustment expenses (LAE) {net of reinsurance
of $676,534 in 2022 and $379,774 in 2021) 3,034,639 2,993,671
Unearned premiums (net of reinsurance of $569,788 in 2022
and $538,448 in 2021) 1,459,851 1,422,125
Ceded reinsurance premiums payable 934,431 1,147,735
Dividends payable 64,047 54,379
Net deferred tax liability - 324,100
Premiums received in advance 277,962 271,145
Other liabilities 971,571 1,204,074
Total liabilities 10,147,327 11,536,245
Surplus:
Unassigned surplus 26,493,955 27945714
Total liabilities and surplus S 36,641,282 S 39.481,959

A copy of audited financial statements for 2022, including the independent audlitors report and notes to
statutory financial statements, is available at www.wilmic.com

Back to Underwriting
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STATUTORY STATEMENTS OF INCOME
Years Ended December 31, 2022 and 2021

UNDERWRITING OPERATIONS

Net premium earned:
Direct premium earned
Reinsurance ceded

Net losses incurred:
Direct losses incurred
Reinsurance recoveries

Operating expenses incurred:
Direct LAE incurred
Reinsurance recoveries on LAE
Direct underwriting expenses
Reinsurance commission income

Underwriting loss

INVESTMENT AND OTHER INCOME

Investment income earned

Investment expenses

Net realized capital gains (net of federal income tax
0f$195,407 in 2022 and $384,103 in 2021}

Other income

Investment and other income

Net income before dividends to policyholders and

federal income tax benefit
Dividends to policyholders

Net income before federal income tax benefit

Federal income tax benefit
Net income

Back to Underwriting

2022 2021

$ 4,426,833 S 4,628,483
{982,812) {809,926)

3,444,021 3,818,557
184,476 1,288,636
323,752 42,797)

508,228 1,245,839

1,932,530 1,940,309
(162,980) (50,674)
1,655,718 1,972,344
(21,320) (24,530)
3,403,948 3,837,389

{468,155) (1,264,671)

568,340 680,497

(221,206) (253,594)

735,104 1,408,233
38,156 43,447

1,120,394 1,878,583

652,239 613,912
250,897 217,834
401,342 396,078

{118,207) (177,113)
S 519549 S 573,191
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STATUTORY STATEMENTS OF CHANGES IN SURPLUS
Years Ended December 31, 2022 and 2021

2022 2021
Surplus, beginning of year S 27,945,714 S5 26,943,380
MNet income 519,549 573,191
Change in net unrealized capital gains (losses), net of tax (2,063,142) 475,922
Change in nonadmitted assets 86,364 8,811
Change in net deferred income tax (59,030) 50,410
Change in provision for reinsurance 64,000 (106,000)
Surplus, end of year S 26,493,955 5 27,945 714

Patty Lehner Megan O'Brien
Treasurer & Controller Assistant Controller

Back to Underwriting
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Financial Highlights
Statutory Statements of Cash Flow
Years Ended December 31,2022, and 2021

STATUTORY STATEMENTS OF CASH FLOWS
Years Ended December 31, 2022 and 2021

2022 2021
Cash from operations:
Net premiums collected S 3,110,756 $ 3,816,780
MNet investment income received 630,393 649,999
Other income received 38,156 43,447
Net losses paid (1,228,874) {964,043)
Operating expenses paid (3,380,354) (3,728,746)
Dividends paid to policyholders (241,229) (252,276)
Federalincome taxes paid (98,001) (221,901)
Net cash from operations (1,119,153) (656,740)
Cash from investments:
Proceeds from investments sold, matured, or repaid:
Bonds 8,516,525 10,391,251
Stocks and mutual funds 2,161,032 1,517,627
Other 21,874 28,301
Miscellaneous proceeds - 75
10,699,431 11,937,254
Cost of investments acquired:
Bands (8,845,530) (11,707,274)
Stocks and mutual funds (436,285) (334,253)
Other (1,813) )
(9,283,628) {12,041,527)
Net cash from investments 1,415,803 (104,273)
Cash from financing and miscellaneous sources:
Other cash provided (applied) (93,694) 196,781
Net cash from financing and miscellaneous sources (93,694) 196,781
Net change in cash, cash equivalents, and short-term investments 202,956 {564,232)
Cash, cash equivalents, and short-term investments:
Beginning of year 972,455 1,536,687
End of year § 1175411 S 972,455

Back to Underwriting




2022-2023 Board of Directors

Brian A. Braziel George C. Brown Kristine Burck Linda C. de la Mora
Attorney and Shareholder Retired Executive Attorney and General Counsel Attorney and Shareholder
Weld Riley SC Director of the State Bar of Wisconsin Wisconsin Mutual Insurance Co. von Briesen & Roper SC
Eau Claire Madison Madison Wavukesha

Maureen C. Easton Alan L. Hougum Andrew |. Martinez Thomas D. Mews
Attorney and Attorney and Founder Attorney and Partner President
Partner Hougum Law Firm Martinez & Ruby LLP First National Community Bank
Foley & Lardner, LLP Wausau Baraboo New Richmond
Madison

Anne E. Norman Richard T. Orton Margaret qumond Ariella Schreiber
Senior Vice President Attorney and Managing Partner Former Dean, Professor of Law Attorney and Vice President of
UW Credit Union Gass Turek LLC UW Law School Claims and General Counsel
Madison Milwaukee Madison Rural Mutual Insurance

Chair of the Board Madison

d

,‘)‘J
Thomas R. Schumacher Marna Tess-Mattner Thomas J. Watson Jose Castro
Attorney and Founding Shareholder Retired Attorney Attorney Attorney - Spencer Fane LLP
Bakke Norman, SC Brookfield President & CEO WILMIC Denver
New Richmond Vice Chair of the Board Madison YLD Liason
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Board Committee Members June 2022-2023

Audit Committee

Brian Braziel

Kristine Burck

Maureen Easton

Alan Hougum

Anne Norman

Ariella Schreiber, Chair

Executive Committee
George Brown

Kristine Burck

Tom Mews

Richard Orton, Chair
Margaret Raymond

Tom Schumacher

Marna Tess-Mattner

Tom Watson

Investment Committee

Linda de la Mora
Alan Hougum
Tom Mews, Chair
Anne Norman
Tom Watson

Back to Board of Directors

Long Range Planning Committee

Brian Braziel

George Brown, Chair
Andrew Martinez
Anne Norman
Richard Orton
Ariella Schreiber
Tom Schumacher
Tom Watson

Governance Committee
Kristine Burck

Linda de la Mora

Maureen Easton

Richard Orton

Andrew Martinez

Margaret Raymond

Tom Schumacher

Marna Tess-Mattner, Chair

CEO Compensation Committee

George Brown

Linda de la Mora

Ariella Schreiber

Marna Tess-Mattner, Chair



Service Providers

Domestic Reinsurance Broker
Howden Tiger
Edina, Minnesota

London Reinsurance Broker
Guy Carpenter & Company LLC
London, U.K.

Consulting Actuary
EVP Advisors, Inc.
Genevaq, lllinois

Investment Advisors
Asset Allocation § Management Company, LLC
Chicqgo, llinois

Zazove Associates, LLC
Incline Village, Nevada

Independent Auditors
Strohm Ballweg, LLP
Madison, Wisconsin
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Information Technology

Marco Technologies
St. Cloud, Minnesota

Policyholder Portal
Augment LLC
Madison, Wisconsin

Network Processing System
Insurance Systems, Inc.
Toronto, Canada

Digital Marketing
Above the Bar Marketing



