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Wisconsin Office of the
COMMISSIONER OF INSURANCE Tony Evers, Governor of Wisconsin
FINANCIAL REGULATION Nathan Houdek, Commissioner of Insurance

September 26, 2025

Honorable Nathan D. Houdek
Commissioner of Insurance
State of Wisconsin
101 East Wilson Street
Madison, Wisconsin 53703
Commissioner:
In accordance with your instructions, a compliance examination has been made of the affairs

and financial condition of:

GERMANTOWN MUTUAL INSURANCE COMPANY
Germantown, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION

The previous examination of Germantown Mutual Insurance Company (the company) was
conducted in 2020 as of December 31, 2019. The current examination covered the intervening period
ending December 31, 2024, and included a review of such subsequent transactions as deemed
necessary to complete the examination.

The examination was conducted using a risk-focused approach in accordance with the
National Association of Insurance Commissioners (NAIC) Financial Condition Examiners Handbook. This
approach sets forth guidance for planning and performing the examination of an insurance company to
evaluate the financial condition, assess corporate governance, identify current and prospective risks
(including those that might materially affect the financial condition, either currently or prospectively), and
evaluate system controls and procedures used to mitigate those risks.

All accounts and activities of the company were considered in accordance with the risk-
focused examination process. This may include assessing significant estimates made by management
and evaluating management’s compliance with statutory accounting principles, annual statement

instructions, and Wisconsin laws and regulations. The examination does not attest to the fair presentation
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of the financial statements included herein. If during the examination an adjustment is identified, the
impact of such adjustment will be documented separately at the end of the “Financial Data” section in the
area captioned "Reconciliation of Surplus per Examination.”

Emphasis was placed on those areas of the company's operations that were accorded a high
priority by the examiner-in-charge when planning the examination. Special attention was given to the
action taken by the company to satisfy the recommendations and comments made in the previous
examination report.

The company is annually audited by an independent public accounting firm as prescribed by
s. Ins 50.05, Wis. Adm. Code. An integral part of this compliance examination was the review of the
independent accountant's work papers. Based on the results of the review of these work papers,
alternative or additional examination steps deemed necessary for completing this examination were
performed. The examination work papers contain documentation concerning the alternative or additional
examination steps performed during the examination.

Independent Actuary's Review

An independent actuarial firm was engaged under a contract with the Office of the
Commissioner of Insurance. The actuary reviewed the adequacy of the company’s loss and loss
adjustment expense reserves. The actuary’s results were reported to the examiner-in-charge. As deemed

appropriate, reference is made in this report to the actuary’s conclusion.



Il. HISTORY AND PLAN OF OPERATION

Germantown Mutual Insurance Company is a nonassessable, multiple-line property and
casualty insurer that was organized in 1854 as the state’s first mutual insurance company. The company
operated as a stock company from 1903 to 1906. In 1906 the company converted back to a mutual
company.

In June 1999, the company completed a merger with Retail Lumbermen’s Mutual Insurance
Company of Wisconsin (Retail). Retail was also licensed in Michigan, Minnesota, and South Dakota, and
owned an agency. The company sold the agency in 2000 and withdrew its license in South Dakota in
2003. In 2002, the company obtained a license in Utah to reduce its geographic concentration of property
risks.

In 2024, the company wrote direct premiums in the following states:

Wisconsin $87,268,798 84.3%
Utah 16,205,728 15.7
Total $103,474,526 100.0%

The company did not write any business in the states of Minnesota and Michigan during the
examination period.

The major products marketed by the company include homeowners, personal automobile,
commercial multi-peril, and farmowners. The company also provides fire, allied lines, inland marine,
workers’ compensation, and general liability coverage. The major products are marketed through over

3,100 independent agents operating out of 283 agencies.



The following table is a summary of the net insurance premiums written by the company in

2024. The growth of the company is discussed in the “Financial Data” section of this report.

Line of Business

Fire

Allied lines

Farmowners multiple peril

Homeowners multiple peril

Commercial multiple peril
(non-liability portion)

Commercial multiple peril
(liability portion)

Inland marine

Workers’ compensation

Other liability — occurrence

Private passenger auto no-
fault (personal injury)

Other private passenger
auto liability

Other commercial auto
liability

Private passenger auto
physical damage

Commercial auto physical
damage

Reinsurance —
non-proportional
assumed property

Reinsurance —
non-proportional
assumed liability

Total All Lines

Direct
Premium

$ 2,671,599
994,204
3,871,192
28,894,899
29,222,892
947,570
612,811
1,726,261
1,010,111
656,160
17,277,175
576,437
14,652,390

360,825

$103,474,526

Reinsurance

Assumed

$

163,443

5,767

$169,210

Reinsurance
Ceded

$ 400,788
144,960
598,018

3,602,778
4,161,987
663,531
96,891
115,098
755,480
33,398
1,160,458
9,636
461,403

27,690

$12,232,116

Net
Premium

$ 2,270,811
849,244
3,273,174
25,292,121
25,060,905
284,039
515,920
1,611,163
254,631
622,762
16,116,717
566,801
14,190,987

333,135

163,443

5,767

$91,411,620



lll. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of nine members. Directors are elected to serve a three-year
term. Officers are elected at the board's annual meeting. The board members currently receive a retainer
fee of $2,000 each quarter, $2,000 per meeting attended, and $500 per special meeting held for serving
on the board.

Currently, the board of directors consists of the following persons:

Term
Name Principal Occupation Expires
David Begalke Auditor, Owner of Begalke & Associates 2028
Thomas Galle President and Treasurer of Germantown Mutual 2028
Insurance Company
David Kern Retired Lawyer, formerly with Quarles & Brady 2027
LLP
Kevin O’Meara Legacy Advisor, Baird 2028
Cheryl Schadeberg Branch Manager for Bank Five Nine 2027
Richard Smith Executive Chairman of the Board of 2026
Germantown Mutual Insurance Company
George Herro CPA, President of George H Herro CPA 2026
Kurt Kwekkeboom Retired President of Horizon Systems and 2027
Services Inc.
James Weninger Retired Vice-President Claims, Germantown 2027

Mutual Insurance Company
Officers of the Company

The officers serving at the time of this examination are as follows:

Name Office
Richard Smith Executive Chairman of the Board
Thomas Galle President and Treasurer
Amanda Blank Corporate Secretary
Darren Ball Vice President of Operations
Ednalyn Metz Vice President of Claims
Brian Breest Vice President of Commercial Underwriting
Jeremiah Behm Assistant Treasurer & Controller



Committees of the Board

The company's bylaws allow for the formation of certain committees by the board of directors.

The committees at the time of the examination are listed below:

Executive Committee

Richard Smith, Chair
Thomas Galle
James Weninger

Investment Committee
Thomas Galle, Chair

Kevin O'Meara
Richard Smith

Donation Committee

Thomas Galle, Chair
Richard Smith

Audit Committee

David Begalke, Chair
George Herro
Cheryl Schadeberg

Salary Committee

Richard Smith, Chair
Cheri Schadeberg
George Herro

Technology and Cybersecurity
Committee

Kurt Kwekkeboom, Chair
Thomas Galle
Cheryl Schadeburg



IV. AFFILIATED COMPANIES
Germantown and its affiliate are members of a holding company system. The organizational
chart below depicts the relationship between the affiliate and GMIC. A brief description of the affiliate
follows the organizational chart.
Germantown Mutual Insurance Company

Organizational Chart
As of December 31, 2024

Germantown Mutual
Insurance Company

Horizon Systems and
Services, Inc.

Agreements with Affiliates

The Company has a 34.373% ownership interest in a computer software and services company,
Horizon Systems and Services, Inc. (“Horizon”), which was purchased in 2010 for $200,000, and was fully
written-off as impaired in 2015. Examination testing revealed that Horizon meets the definition of a
related party as well as an affiliate, pursuant to s. 600.03, Wis. Stat. and SSAP No. 25, and therefore, the
company is subject to the related/affiliated reporting and disclosure requirements as set-forth in
Wisconsin’s laws and regulations and statutory accounting guidelines. [See details in Section VII

(Summary of Current Examination Results).]



V. REINSURANCE

The company's reinsurance portfolio and strategy at the time of the examination are

described below. A list of the companies that have a significant amount of reinsurance in force at the time

of the examination follows. The contracts contained proper insolvency provisions.

The company participates in multiple ceding reinsurance contracts (including some with

multiple reinsurers with varying participation percentages). The current reinsurance agreements are:

Nonaffiliated Ceding Contracts

1. Type:

Reinsurer:

Scope:

Retention:
Coverage:
Effective date:

Termination:

2. Type:
Reinsurer:

Scope:

Retention:
Coverage:
Effective date:

Termination:

3. Type:

Data Response and Cyber Liability Quota Share

General Reinsurance Corporation (100%)
Beazley USA Services Inc.

This Exhibit shall apply to insurance written by the Company under its
Data Response and Cyber Liability Coverage Form Endorsement on file
with the Reinsurer, as part of a businessowners, general liability, or
commercial package policy, with respect to insureds domiciled in the
United States of America. Such insurance shall be written at a Coverage
Form Aggregate Limit of Liability of up to $100,000, subject to a
Retention of $2,500.

$2,500

$100,000

January 1, 2025

January 1, 2026

Employment Practices Liability Quota Share
General Reinsurance Corporation (100%)

Insurance classified by the Company as Employment Practices Liability
and written as part of a Businessowners or Commercial Package policy.

$30% of the Policy Limit
$70% of the Policy Limit
January 1, 2017

Continuous

Equipment Breakdown Quota Share



Reinsurer:

Scope:

Retention:

Coverage:

Effective date:

Termination:

Type:

Reinsurer:

Scope:
Retention:

Coverage:

Effective date:

Termination:

Type:
Reinsurer:

Scope:

Factory Mutual Insurance Company (100%)

Equipment Breakdown endorsements to Commercial Multi-Peril,
Homeowners Multi-Peril and Farmowners Multi-Peril insurance policies
and Equipment Breakdown Coverage sections, contracts and binders
issued or renewed by the Company. Equipment breakdown insurance
policies written on risks and the type covered under the Company’s
Commercial Multi-Peril Program, Homeowner Multi-Peril Program and
Farmowners Multi-Peril Program; and other policies agreed to in writing
between the Company and the Reinsurer.

$0

$25,000,000 per risk Commercial/Farmowners
$100,000 per risk Homeowners

January 1, 2006

Continuous

Umbrella

Allied World Insurance Company (3%)
Berkley Ins Co (25%)

Endurance Ass Corp (5%)

Hannover Ruck SE (14.5%)

Partner Reinsurance Co of the U.S. (12.5%)
Swiss Reinsurance (40%)

Personal, Farm, and Commercial Umbrella
5% of first $1,000,000

1st Million: 95%

2nd Million: 100%

3rd Million: 100%

4th Million: 100%

5th Million: 100%

The aggregate limit of liability to the Reinsurers will not exceed
$10,000,000 annual aggregate

January 1, 2024

January 1, 2025

Casualty Excess of Loss
General Reinsurance Corporation (100%)
In force at the effective date or issued or renewed on or after that date,

and written and classified by the Company as Farmowners Multiple Peril
(casualty perils only), Homeowners Multiple Peril (casualty perils only),



Retention:

Coverage:

Effective date:

Termination:

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Effective date:

Termination:

Mobile Homeowners Multiple Peril (casualty perils only), Commercial
Multiple Peril (casualty perils only), Businessowners (casualty perils
only), Workers' Compensation and Employer's Liability, General Liability,
Automobile Liability (Private Passenger and Commercial), including
Bodily Injury Liability, Property Damage Liability, Uninsured and
Underinsured Motorists Liability, and Medical Payments Business

1st Excess: $350,000
2nd Excess: $500,000
3rd Excess: $1,000,000

First Excess:
Per Occurrence Limit: $150,000;

Second Excess:
Per Occurrence Limit: $500,000;

Third Excess:
Per Occurrence Limit: $1,000,000;
January 1, 2025

Continuous

Property Per Risk Excess of Loss
General Reinsurance Corporation (100%)

Fire, Allied Lines, Farmowners Multiple Peril (property perils only),
Homeowners Multiple Peril (property perils only), Mobile Homeowners
Multiple Peril (property perils only), Commercial Multiple Peril (property
perils only), Businessowners (property perils only), Inland Marine, and
Earthquake

1st Excess: $400,000
2nd Excess: $500,000
3rd Excess: $1,000,000

First Excess:

Per Risk Limit: $100,000

Per Occurrence Limit: $300,000
Second Excess:

Per Risk Limit: $500,000

Per Occurrence Limit: $1,500,000
Third Excess:

Per Risk Limit: $1,000,000

Per Occurrence Limit: $2,000,000
January 1, 2025

Continuous
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Type:
Reinsurer:

Scope:

Retention:

Coverage:

Effective date:

Termination:

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Effective date:

Property Automatic Facultative Per Rosk Excess of Loss
Munich Re America, INC (100%)

Policies classified by the Company as Fire, Allied Lines, Inland Marine,
Commercial, Homeowners and Farmowners Multiple Peril (including as
respects the property sections of the Commercial, Homeowners and
Farmowners Multiple Peril, coverage for earthquake when written as an
endorsement to, or as a line of coverage under the Company’s Policies),
Personal and Commercial Automobile Physical Damage, written or
renewed during the term of this Contract by or on behalf of the Company,
subject to the terms and conditions herein contained.

N/A

Ultimate Net Loss of $1,000,000 each loss, each risk.
Limit of liability to the Reinsurer of $4,000,000 each loss, each risk.

December 1, 2024

December 1, 2025

Casualty Excess of Loss

Safety National Casualty Corporation (40%)

Waypoint Underwriting Management LLC (Behalf of WCF National Ins
Comp) (17.5%)

Waypoint Underwriting Management LLC (Behalf of Accident Fund Ins
Comp of America) (17.5%)

CompSource Mutual Insurance Company (15%)

Lloyd’s Syndicate 609 (10%)

Casualty Perils only as respects Farmowners Multiple Peril,
Homeowners Multiple Peril, Mobile Homeowners Multiple Peril,
Commercial Multiple Peril, and Businessowners; and Workers
Compensation, Employers Liability, Medical Payments, and General
Liability; and Automobile Liability (Private Passenger and Commercial),
including Bodily Injury Liability, Property Damage Liability, Uninsured and
Underinsured Motorists Liability, Medical Payments, and coverages
required for non-resident drivers under the motor vehicle financial
responsibility law or the motor vehicle compulsory insurance law or any
similar law of any state or province, following the provisions of the
Company's policies when they include or are deemed to include so-
called "Out of State Insurance" provisions.

No claim will be made hereunder unless the Company has first sustained
a loss of $2,000,000 each occurrence

The Company for the amount of loss in excess of $2,000,000 each
occurrence.

The limit of liability to the Reinsurers will not exceed $6,000,000 each
occurrence.

January 1, 2025

11



9.

Termination:

Type:

Reinsurer:

Scope:

Retention:

January 1, 2026

First, Second, Third Property CAT Excess of Loss

1st Layer:

Allied World Re (15%)

American Agricultural Insurance Company (15%)

Hannover Ruck SE (through Marilla Distribution platform) (0.5%)
Odyssey Re (5%)

Partner Reinsurance Company Ltd Reinsurance

PICC Reinsurance Company (3%)

Shelter Mutual Insurance Company (4%)

R+V Versicherung (40%)

Renaissance Reinsurance U.S. Inc. (5%)

Lloyd's underwriters (10.5%)

Tempo Underwriting on behalf of Trisura Insurance Company (2%)

2nd Layer:

Allied World (5.25%)
American Agri (15%)
Hannover Ruck SE (0.5%)
International General (2%)
Odyssey Reinsurance (10%)
PICC Reinsurance (3%)
Partner Re (2.25%)
Renaissance Reinsurance (5%)
R+V Versicherung AG (40%)
Shelter Mutual (4%)

Swiss Re America Corp (5%)
Lloyd's Syndicates (8%)

3rd Layer

American Agri (15%)
Odyssey Reinsurance (10%)
Hannover Ruck SE (0.5%)
Partner Re (2.25%)

PICC Reinsurance (4%)
Renaissance Reinsurance (5%)
R+V Versicherung AG (40%)
Shelter Mutual (7%)

Swiss Re America Corp (5%)
Tempo (4.25%)

Lloyd's Syndicate 2843 (3%)
International General (4%)

All policies, classified by the Company as:

1. Fire, Allied Lines, Inland Marine, Earthquake, and Automobile
Physical Damage (excluding Collision)

2. Property Perils only as respects: Farmowners Multiple Peril,
Homeowners Multiple Peril, Mobile Homeowners Multiple Peril,
Commercial Multiple Peril, and Businessowners

1st Excess: $4,000,000
2nd Excess: $8,000,000

12



10.

Coverage:

Effective date:

Termination:

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Effective date:

Termination:

3rd Excess: $16,000,000

First Excess:
Per Occurrence Limit: $4,000,000;
Layer Limit: $8,000,000

Second Excess:
Per Occurrence Limit: $8,000,000;
Layer Limit: $16,000,000

Third Excess:
Per Occurrence Limit: $13,000,000;
Layer Limit: $26,000,000

January 1, 2025

January 1, 2026

Fourth Property CAT Excess of Loss

Mutual Reinsurance Bureau (primary) (100%)
Assuming Reinsurers:

Church Mutual Ins Co Sl

Farm Bureau Mutual Ins Co of Michigan
Kentucky Farm Bureau Mutual Ins Co
Motorists Mutual Ins Co

Fire, Allied Lines, Farmowners Multiple Peril (property perils only),
Homeowners Multiple Peril (property perils only), Mobile Homeowners
Multiple Peril (property perils only), Commercial Multiple Peril (property
perils only), Businessowners (property perils only), Inland Marine,
Earthquake, and Automobile Physical Damage (excluding Collision)

$29,000,000

First Excess:

Per Occurrence Limit: $9,000,000;
Layer Limit: $18,000,000

January 1, 2025

December 31, 2025

13



VI. FINANCIAL DATA
The following financial statements reflect the financial condition of the company as reported
to the commissioner of insurance in the December 31, 2024, annual statement. Adjustments made as a
result of the examination are noted at the end of this section in the area captioned "Reconciliation of
Surplus per Examination." Also included in this section are schedules that reflect the growth of the

company and the compulsory and security surplus calculation.

14



Germantown Mutual Insurance Company

As of December 31, 2024

Bonds
Stocks:

Common stocks
Real estate:

Occupied by the company

Properties held for the production of

income
Cash, cash equivalents, and short-term
investments
Other invested assets
Receivables for securities
Write-ins for invested assets:

Agency notes receivable
Investment income due and accrued
Premiums and considerations:

Uncollected premiums and agents'

balances in course of collection

Deferred premiums, agents' balances,

and installments booked but
deferred and not yet due
Reinsurance:
Amounts recoverable from reinsurers
Current federal and foreign income tax
recoverable and interest thereon
Net deferred tax asset
Electronic data processing equipment
and software
Furniture and equipment, including
health care delivery assets

Write-ins for other than invested assets:

Miscellaneous

Total Assets

Assets

Assets
$125,712,067
19,709,836
949,620
649,053
5,003,508
233,200
137
52,794
1,383,677
750,536

17,401,377
1,776,931

147,781
1,111,882

3,871,705
263,144

47,198

$179,064,446

15

Nonadmitted
Assets

$

233,200

52,794

3,871,705

263,144

$4,420,843

Net
Admitted

Assets
$125,712,067
19,709,836
949,620
649,053
5,003,508

137

1,383,677

750,536

17,401,377
1,776,931

147,781
1,111,882

47,198

$174,643,603



Germantown Mutual Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2024

Losses

Loss adjustment expenses

Commissions payable, contingent commissions, and other
similar charges

Other expenses (excluding taxes, licenses, and fees)

Taxes, licenses, and fees (excluding federal and foreign
income taxes)

Current federal and foreign income taxes

Unearned premiums

Advance premium

Ceded reinsurance premiums payable (net of ceding
commissions)

Funds held by company under reinsurance treaties

Remittances and items not allocated

$ 30,740,513
4,025,438

2,344,905
4,065,805

594,602
823,241
42,949,954
1,199,525

1,032,315
5,066

14,955

Total Liabilities 87,796,319
Unassigned funds (surplus) $86,847,284
Surplus as Regards Policyholders

86,847,284
Total Liabilities and Surplus $174,643,603

16



Germantown Mutual Insurance Company
Summary of Operations

For the Year 2024

Underwriting Income
Premiums earned $84,609,819
Deductions:

Losses incurred $55,474,277

Loss adjustment expenses incurred 5,505,448

Other underwriting expenses incurred 24,782,772
Total underwriting deductions 85,762,497
Net underwriting gain (loss) (1,152,678)
Investment Income
Net investment income earned 3,861,312
Net realized capital gains (losses) 988,459
Net investment gain (loss) 4,849,771

Other Income
Net gain (loss) from agents' or premium balances charged

off (149,228)
Finance and service charges not included in premiums 171,345
Write-ins for miscellaneous income: 33,452
Miscellaneous income 2,952
Gain on sale of assets 30,500
Total other income 55,569

Net income (loss) before dividends to policyholders and
before federal and foreign income taxes 3,752,662

Net income (loss) after dividends to policyholders but

before federal and foreign income taxes 3,752,662
Federal and foreign income taxes incurred 843,717
Net Income (Loss) $ 2,908,945

17



Germantown Mutual Insurance Company

Premiums collected net of reinsurance

Net investment income

Miscellaneous income

Total

Benefit- and loss-related payments

Commissions, expenses paid, and
aggregate write-ins for deductions

Total deductions

Net cash from operations

Proceeds from investments sold,
matured, or repaid:
Bonds
Stocks
Miscellaneous proceeds
Total investment proceeds
Cost of investments acquired (long-
term only):
Bonds
Stocks
Real estate
Miscellaneous applications
Total investments acquired
Net cash from investments

Cash from financing and
miscellaneous sources:
Other cash provided (applied)
Net cash from financing and
miscellaneous sources

Reconciliation:

Net Change in Cash, Cash
Equivalents, and Short-Term
Investments

Cash, cash equivalents, and short-
term investments:

Beginning of year

End of Year

Cash Flow

For the Year 2024

$ 8,845,141
1,337,262
22,202

18,017,220
62,740
137,887
204,089

18

$54,607,658

28,900,135

10,204,605

18.421,936

(995,630)

$88,386,250
4,233,671
55,569
92,675,490

83,507,793
9,167,697

(8,217,331)

(995,630)

(45,264)

5,048,772

$ 5,003,508



Germantown Mutual Insurance Company
Compulsory and Security Surplus Calculation

December 31, 2024

Assets
Less liabilities

Adjusted surplus

Annual premium:
Lines other than health and medical malpractice
Factor

Compulsory surplus (subject to a minimum of $2 million)

Compulsory Surplus Excess (Deficit)

Adjusted surplus (from above)

Security surplus (140% of compulsory surplus, factor
reduced 1% for each $33 million in premium written in
excess of $10 million, with a minimum factor of 110%)

Security Surplus Excess (Deficit)

19

$92,870,620
20%

$174,643,603
87,796,319

86,847,284

18.574.,124

$68,273,160

$86,847,284

25,632,291

$ 61,214,993



Germantown Mutual Insurance Company
Analysis of Surplus
For the Five-Year Period Ending December 31, 2024
The following schedule details items affecting surplus during the period under examination as

reported by the company in its filed annual statements:

2024 2023 2022 2021 2020
Surplus, beginning of
year $82,713,658 $80,452,625 $83,817,479 $80,686,516 $71,306,520
Net income 2,908,945 31,582 (64,463) 1,824,198 8,224,816
Change in net unrealized
capital gains/losses 1,855,290 2,262,818 (2,514,675) 2,250,873 1,066,148
Change in net deferred
income tax 355,707 675,255 119,223 114,708 143,838
Change in nonadmitted
assets (986,315) (708,623) (904,938) (1,058,816) (54,806)
Surplus, End of Year $86,847,285 $82,713,658 $80,452,625 $83,817,479 $80,686,516
Growth of Germantown Mutual Insurance Company
Surplus as
Admitted Regards Net
Year Assets Liabilities Policyholders Income
2024 $174,643,603 $87,796,319 $86,847,284 $2,908,945
2023 160,041,382 77,327,724 82,713,658 31,582
2022 153,946,892 73,494,267 80,452,625 (64,463)
2021 155,538,250 71,720,771 83,817,479 1,824,198
2020 144,913,251 64,226,735 80,686,516 8,224,816
2019 133,122,555 61,816,035 71,306,520 3,844,501
Net Loss and
Gross Premium Premium Premium LAE Expense Combined
Year Written Written Earned Ratio Ratio Ratio
2024 $103,643,736 $91,411,620 $84,609,819 72.1% 27.1% 99.2%
2023 86,674,195 75,157,570 70,081,721 75.9 27.8 103.7
2022 74,398,991 65,412,865 63,066,032 76.4 28.1 104.5
2021 69,178,283 62,205,384 60,807,526 731 27.4 100.5
2020 65,865,361 59,341,568 58,609,294 57.7 30.3 88.0
2019 63,194,473 56,395,884 54,793,507 69.3 28.4 97.7

During the period under examination, the company’s surplus increased by 22%. The company
experienced significant volatility in its underwriting results from 2021 — 2023, due to inflationary pressures
impacting its core lines of business, as well as significant severe weather-related events. Nevertheless,

during the five-year examination period, the company posted profitable operations and surplus gains in

20



most years, due to strong investment earnings. The exception was 2022, when the company posted a
significant change in net unrealized capital losses totaling $2.5 million, due to volatility in the equity
markets.
Reconciliation of Surplus per Examination

No adjustments were made to surplus as a result of the examination. The amount of surplus

reported by the company as of December 31, 2024, is accepted.
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VIl. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There was one specific comment and recommendation in the previous examination report.
The action taken by the company as a result of the comment and recommendation was as follows:

1. Information Technology—It is recommended that the company strengthen its information system
controls in accordance with the recommendations made in the letter to management dated February

5, 2021.

Action—Partial Compliance.
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Summary of Current Examination Results

This section contains comments and elaboration on those areas where adverse findings were

noted or where unusual situations existed. Comment on the remaining areas of the company’s operations

is contained in the examination workpapers.

Affiliate/Related Party Reporting

The Wisconsin Statutes and the NAIC’s Accounting Practices and Procedures (SSAP’s)

define affiliates and related parties as follows:

Section 600.03 (1) and (13), Wis. Stat.: An “Affiliate” of a person means any other person who

controls, is controlled by, or is under common control with, the first person...”Control” means the
possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of a person, whether through the ownership of voting securities, by contract, by
common management or otherwise...”

SSAP No. 25: Related Parties are defined as entities that have common interests as a result of

ownership, control affiliation or by contract. Related parties include, but are not limited to the
following: Affiliates...A party which can, directly or indirectly significantly influence the
management or operating policies of the reporting entity, which may include a provider who is
contracting with the reporting entity...A party which has an ownership interest in one or more
transacting parties and can significantly influence the other to an extent that one or more of the
transacting parties might be prevented from fully pursuing its own separate interests.

Entities that meet the definition of an “affiliate” or “related party” are subject to the following reporting and

disclosure requirements in accordance with Wisconsin law and statutory accounting guidelines:

Section 617.21 (2), Wis. Stat. [Transactions of Domestic Insurers Subject to Disclosure]:
Reportable transactions include transactions between a domestic insurer and an affiliate which
are material to the domestic insurer.

Section Ins 40.03 (1), Wis. Adm. Code [Registration]: (1) Every insurer which is a member of a
holding company system shall register with the commissioner. (2) Transactions required to be
reported and subject to disapproval include...all service contracts.

SSAP No. 25 [Affiliates and Other Related Parties — Disclosures]: The financial statements shall
include disclosures of all material related party transactions.

Annual Statement Instructions — General Interrogatories Part 1: If the reporting entity is a member
of an Insurance Holding Company System consisting of two or more affiliated persons, one or
more of which is an insurer, the reporting entity should respond “Y” to General Interrogatory Part
1 (#1.1), and should complete Schedule Y, Parts 1, 1A, 2 and 3.

Annual Statement Instructions — Note 10 [Information Concerning Parent, Subsidiaries, Affiliates
and Other Related Parties]: The financial statements shall include disclosures of all material
related party transactions...The disclosures shall include:

A. The nature of the relationship.

B. A description of the transactions for each of the periods for which financial statements are
presented.
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C. The dollar amounts of transactions for each of the periods for which financial statements are
presented.

D. Amounts due from or to related parties as of the date of each balance sheet presented and, if
not otherwise apparent, the terms and manner of settlement.

E. Any guarantees or undertakings shall be disclosed in Note 14 (including any commitments or
contingent commitments to an SCA entity, joint venture, partnership or limited liability entity).

F. A description of material management or service contracts and cost-sharing arrangements
involving the reporting entity and any related party.

G. The nature of the control relationship whereby the reporting entity and one or more other
enterprises are under common ownership or control, and the existence of that control could
result in operating results or financial position of the reporting entity being significantly
different from those that would have been obtained if the enterprises were autonomous.

During the examination, it was noted that the company has a 34.373% ownership interest in a
computer software and services company, Horizon Systems and Services, Inc. (“Horizon”), which was
purchased in 2010 for $200,000, and was fully written off as impaired in 2015. Examination testing
revealed that: (1) In 2004, the company entered into a License Agreement with Horizon, granting the
company a non-exclusive, non-transferable, perpetual, limited license to use a property and casualty
information processing system, including any upgrades or modifications that Horizon makes; (2) The
company’s 34.373% ownership interest in Horizon is in the form of voting common stock; and (3) The
company has representation on Horizon’s board of directors. Accordingly, Horizon meets the definition of
a related party as well as an affiliate, pursuant s. 600.03, Wis. Stat. and SSAP No. 25, and therefore, the
company is subject to the related/affiliated reporting and disclosure requirements as set-forth in
Wisconsin’s laws and regulations, and statutory accounting guidelines.

It is recommended that, in future statutory filings with OCI, the company comply with the following
related party/affiliate reporting and disclosure requirements with respect to its relationship with Horizon
Systems and Services, Inc.:

o Annual Statement Reporting - Affiliates: It is recommended that the company respond “Yes” to

General Interrogatories Part 1 — Common Interrogatories (“Is the reporting entity a member of an
Insurance Holding Company System consisting of two or more affiliated persons, one or more of
which is an insurer?”), and complete Schedule Y, Parts 1, 1A, 2 and 3, and provide the required

disclosures in Note 10.
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e Annual Statement Reporting — Affiliates: It is further recommended that the company report its

investment in common stock of Horizon Systems and Services, Inc. on Schedule D — Part 2 -
Section 2 (category: Parent, Subsidiaries and Affiliates).

¢ Holding Company Filings: It is recommended that the company: (1) Comply with the holding

company filing requirements, and submit all applicable holding company filings with OCI going
forward, including Forms B/C and F, and (2) Comply with the Form D (Prior Notice of a Material
Transaction) requirements, if the company enters into any service contracts (including any

amendments to existing service contracts) with Horizon Systems and Services, Inc.

Information Technology

During the course of examination, a review was made of the company’s general controls over its
information systems. The review resulted in certain findings which were presented in a letter to
management dated October 29, 2025. It is again recommended that the company strengthen its
information system controls in accordance with the recommendations made in the letter to management

dated October 29, 2025.
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VIIl. CONCLUSION
Germantown Mutual Insurance Company is a nonassessable, multiple-line property and casualty
insurer that was organized in 1854 as the state’s first mutual insurance company. The company is
licensed in four states, but currently only writes in Wisconsin and Utah. The major products marketed by
the company include: homeowners multi-peril, personal automobile, commercial multi-peril, and

farmowners multi-peril.

During the period under examination, the company’s surplus increased by 22%. The company
experienced significant volatility in its underwriting results from 2021 — 2023, due to inflationary pressures
impacting its core lines of business, as well as significant severe weather-related events. Nevertheless,
during the five-year examination period, the company posted profitable operations and surplus gains in

most years, due to strong investment earnings.

The current examination resulted in four recommendations. No adjustments were made to the
company’s reported surplus. The amount of surplus reported by the Company as of December 31, 2024,

is accepted.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

- Annual Statement Reporting — Affiliates—It is recommended that the company

respond “Yes” to General Interrogatories Part 1 — Common Interrogatories (“Is the
reporting entity a member of an Insurance Holding Company System consisting of
two or more affiliated persons, one or more of which is an insurer?”), and complete
Schedule Y, Parts 1, 1A, 2 and 3, and provide the required disclosures in Note 10.

Annual Statement Reporting - Affiliates—It is further recommended that the company
report its investment in common stock of Horizon Systems and Services, Inc. on
Schedule D — Part 2 — Section 2 (category: Parent, Subsidiaries and Affiliates).

Holding Company Filings—It is recommended that the company: (1) Comply with the
holding company filing requirements, and submit all applicable holding company
filings with OCI going forward, including Forms B/C and F, and (2) Comply with the
Form D (Prior Notice of a Material Transaction) requirements, if the company enters
into any service contracts (including any amendments to existing service contracts)
with Horizon Systems and Services, Inc.

Information Technology—It is again recommended that the company strengthen its
information system controls in accordance with the recommendations made in the
letter to management dated October 29, 2025.
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