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Wisconsin Office of the

COMMISSIONER OF INSURANCE Tony Evers, Governor of Wisconsin

FINANCIAL REGULATION Nathan Houdek, Commissioner of Insurance

August 29, 2025

Honorable Nathan Houdek
Commissioner of Insurance
State of Wisconsin
125 South Webster Street
Madison, Wisconsin 53703
Commissioner:
In accordance with your instructions, a compliance examination has been made of the affairs

and financial condition of:

MCMILLAN-WARNER MUTUAL INSURANCE COMPANY
Marshfield, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION

The previous examination of McMillan-Warner Mutual Insurance Company (McMillan-Warner,
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 modified risk-focused approach in accordance with
the National Association of Insurance Commissioners (NAIC) Financial Condition Examiners Handbook.
This examination 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. Emphasis was
placed on the areas of the company's operations accorded a high priority by the examiner-in-charge when
planning the examination.

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 auditor’s work papers. Based on the results of the review of these work papers, alternative
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or additional examination steps deemed necessary for the completion of this examination were

performed.



Il. HISTORY AND PLAN OF OPERATION

The company was organized in 1898 as McMillan Grange Mutual Fire Insurance Company.
In 1982, the company merged with Warner Fire Town Mutual and changed its name to McMillan-Warner
Mutual Insurance Company. On January 1, 2000, the company converted to a Ch. 611, Wis. Stat.,
nonassessable mutual company. Effective January 1, 2005, the company entered into a merger
agreement with Lindina Town Mutual Insurance Company. As a result of the merger, a subsidiary was
established, Lindina Insurance Agency, Inc. Further information regarding the agency is provided in the
“Affiliated Companies” section of this report. The company is licensed in two states — Wisconsin and
lllinois but only writes business in Wisconsin. The major products marketed by the company are
homeowners, farmowners, and private passenger automobile lines. The company’s products are
marketed through independent agents. As of the examination date, the company’s largest agency, Tricor,
wrote 21% of the company’s written premium.

The following table is a summary of the net insurance premiums written by the company in
2024. The company does not assume any reinsurance. The growth of the company is discussed in the

“Financial Data” section of this report.

Direct Reinsurance Net

Line of Business Premium Ceded Premium
Commercial multiple peril $ 122124 $ 28,874 $ 93,250
Farmowners multiple peril 6,672,150 1,947,048 4,725,102
Homeowners multiple peril 6,816,832 1,876,467 4,940,365
Boiler and machinery 505,253 458,368 964,691
Other liability — occurrence 169,316 156,887 12,429
Other private passenger

auto liability 1,210,649 356,631 854,018
Private passenger auto

physical damage 1,365,199 400,508 964,691
Total All Lines $16,861,523 $5,224,783 $11,636,740



lll. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of seven members. Directors are elected to serve a three-
year term and must have an existing policy with the company. Officers are elected at the board's annual
re-organizational meeting.

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

Term
Name Principal Occupation Expires
Jerry Criter Retired Farmer 2028
Georgette Frazer Retired Financial Planner 2027
James Kolba Retired Postal Worker 2026
Jeffery Kolstad Senior Vice President of Bank 2028
Jeff Kluckhohn Small Business Owner 2027
Paula Mader Independent Agent 2028
Jana Lee Marden Retired Agent 2026

Officers of the Company

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

Name Office
Scott Krum Chief Executive Officer
Jeffery Kolstad Chairman of the Board
Jeff Kluckhohn Vice Chairman
Georgette Frazer Treasurer
Jana Lee Marden Secretary

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

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

Executive Committee Investment Committee
Jeffery Kolstad, Chair Georgette Frazer, Chair
Jeff Kluckhohn Jeffery Kolstad
Jana Lee Marden Jeff Kluckhohn



V. AFFILIATED COMPANIES
McMillan-Warner Mutual Insurance Company is a member of a holding company system. The
organizational chart below depicts the relationships among the affiliates in the group. A brief description
of the significant affiliates follows the organizational chart.

Organizational Chart
As of December 31, 2024

McMillan-Warner Mutual
Insurance Company

Lindina Insurance Agency,
Inc.

Lindina Insurance Agency, Inc.

Lindina Insurance Agency, Inc. (the agency) was formed on January 1, 2005, because of a
merger with Lindina Town Mutual Insurance Company. Currently, no new policies are written by the
agency. The company has a Management Agreement with the agency where McMillan-Warner will
provide management for Lindina Insurance Agency. In addition, the company will be responsible for the
agency’s accounting requirements to maintain accurate records for tax preparation. The agreement calls
for a management fee based on the agency’s written premium. In addition, at year end, the agency must
have a minimum $1,000 balance in a premium trust account. With written notice, the agreement can be
cancelled at any time after 30 days. As of December 31, 2024, the company reported the value of the

agency to $1,000. The entire value is reported as non-admitted on the company'’s financial statements.



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.

Nonaffiliated Ceding Contracts

1. Type:

Reinsurers:

Scope:

Retention/Coverage:

Effective date:

Termination:

2. Type:

Reinsurer:

Multiple Line Excess of Loss

As of January 1, 2025, participation was as follows:

Grinnell Mutual Re Co. S 20%
Swiss Reinsurance American Corp. 20%
MS Amlin Syndicate 20%
Allied World Insurance Company 23%
Hannover Ruck SE 10%
R+V Versicherung AG 1%
Total 100%

Coverage A: All business classified as property
Coverage B: All business classified as casualty
Coverage C: All business classified as auto
Coverage D: Basket

January 1, 2025

First Excess A-Property | B-Casualty | C-Auto D-Basket
Retention 300,000 200,000 100,000 100,000
Reinsurer Limit 300,000 400,000 500,000 | 200,000
Occurrence Limit | 900,000 400,000 500,000

Second Excess | A-Property | B-Casualty | C-Auto

Retention 600,000 600,000 600,000

Reinsurer Limit 1,400,000 | 500,000 500,000

Occurrence Limit | 4,200,000 500,000 500,000

Termination is on a run-off basis. The company may terminate by giving
written notice to the subscribing reinsurer in the event that certain
circumstances occur.

Property Catastrophe Excess

As of January 1, 2025, participation was as follows:




Participation Share Percentage by Layer

Reinsurers st 2nd 3rd
Allied World Insurance
Company 19.50% 17.00% 17.00%
American Agricultural Ins Co. 15.00 15.00 15.00
Farmers Mutual Hail Ins Co. of
1A 6.00 6.00 6.00
Grinnell Mutual Reinsurance Co. 5.00 0.00 0.00
Shelter Reinsurance Company 5.00 2.75 2.75
Swiss Re American Corporation 0.00 15.00 15.00
Lloyd's Syndicate No. 2791-
MAP 12.50 11.00 11.00
Lloyd's Syndicate No. 727
Meacock 5.00 0.00 0.00
Lloyd's Syndicate No. 2001 -
Amlin 10.00 7.50 5.00
International Gen. Ins. Co. Ltd
{(e])] 5.00 2.50 5.00
Trisura Insurance Co. (Patria) 0.00 6.25 6.25
R+V Versicherung 17.00 17.00 17.00
Total 100.00% 100.00% 100.00%
Scope: All business classified as property
Retention: First Layer: $1.5 million ultimate net loss each loss occurrence

Second Layer: $4.0 million ultimate net loss each loss occurrence
Third Layer: $7.0 million ultimate net loss each loss occurrence

Coverage: First Layer: $2.5 million per occurrence; $5.0 million per term
Second Layer: $3.0 million per occurrence; $6.0 million per term
Third Layer: $6.5 million per occurrence; $13.0 million per term
All layers allow for one reinstatement at 100%
Effective date: January 1, 2025
Termination: Termination is on a run-off basis. The company may terminate by giving

written notice to the subscribing reinsurer in the event that certain
circumstances occur.

Type: Aggregate Excess of Loss

Reinsurer: As of January 1, 2025, participation was as follows:
Reinsurer Participation
Allied World Insurance Company 20.00%
Farmers Mutual Hail Ins. Co. of 1A 8.75
Grinnell Mutual Reinsurance Co. 20.00
Swiss Re America Corp. 20.00
Total 68.75%



Scope: Property and casualty business

Retention: 80% of net earned premium

Coverage: 40% of net earned premium in excess of retention

Effective date: January 1, 2025

Termination: The contract is scheduled to expire on January 1, 2026. The company

may terminate by giving written notice to the subscribing reinsurer in the
event that certain circumstances occur.

Type: Umbrella Quota Share

Reinsurer: As of January 1, 2025, participation was as follows:
Reinsurer Participation
Allied World Insurance Company 23.00%
MS Amlin Syndicate 22.50
Swiss Reinsurance American Corp. 30.00
Grinnell Mutual Reinsurance Co. 20.00
Total 95.50%

Scope: Umbrella and excess liability business

Retention: 5% plus 4.5% participation share

Coverage: 95% placed at 95.5%; $1 million occurrence limit

Effective date: January 1, 2025

Termination: Termination is on run-off basis. The company may terminate by giving

written notice to the subscribing reinsurer in the event that certain
circumstances occur.

Type: Facultative Excess of Loss

Reinsurer: XL Reinsurance America Inc.

Scope: Property business with total insured value above $2.0 million
Retention: $2.0 million each location

Coverage: $3.0 million each location

Effective date: January 1, 2025

Termination: The company may terminate by giving written notice to the subscribing

reinsurer in the event that certain circumstances occur.



Type:
Reinsurer:
Scope:
Retention:

Coverage:

Effective date:

Termination:

Equipment Breakdown Coverage Quota Share Reinsurance Agreement
Factory Mutual Insurance Company

Equipment breakdown and service line endorsements

None

100% quota share for $100,000 for any one equipment breakdown and
$10,000 for service line business on any one risk

April 1, 2018

By either party by providing a 90-day written notice.



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." This section includes schedules that reflect the growth of the company and the

compulsory and security surplus calculation.
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McMillan-Warner Mutual Insurance Company

As of December 31, 2024

Bonds
Common Stocks:
Real estate:
Occupied by the company
Cash, cash equivalents, and short-term
investments
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
Other amounts receivable under
reinsurance contracts
Current federal and foreign income tax
recoverable and interest thereon
Net deferred tax asset
Electronic data processing equipment
and software
Receivable from parent, subsidiaries,
and affiliates
Write-ins for other than invested assets:
Prepaid Expenses
Vehicles

Total Assets

Assets

Assets

$ 9,565,080
1,415,418

31,717
2,411,690
85,315

17,405

2,733,666
805,469
109,803

82,178
731,000

270,000
8,453

30,283
22,574

$18,320,051

11

Nonadmitted
Assets

$

416,000
270,000
8,453

30,283
22,574

$747.310

Net
Admitted
Assets

$ 9,565,080
1,415,418

31,717
2,411,690
85,315

17,405

2,733,666
805,469
109,803

82,178
315,000

$17,572,741



McMillan-Warner Mutual Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2024

Losses $ 1,914,192
Loss adjustment expenses 226,488
Commissions payable, contingent commissions, and other

similar charges 558,061
Other expenses (excluding taxes, licenses, and fees) 80,992
Taxes, licenses, and fees (excluding federal and foreign

income taxes) (9,510)
Unearned premiums 8,203,836
Advance premium 310,209
Amounts withheld or retained by company for account of

others 4,783
Total Liabilities 11,289,051
Unassigned funds (surplus) $6,283,690
Surplus as Regards Policyholders 6,283,690
Total Liabilities and Surplus $17,572,741

12



McMillan-Warner Mutual Insurance Company

Underwriting Income
Premiums earned

Deductions:
Losses incurred

Loss adjustment expenses incurred
Other underwriting expenses incurred

Total underwriting deductions
Net underwriting gain (loss)

Investment Income

Net investment income earned
Net realized capital gains (losses)
Net investment gain (loss)

Other Income

Write-ins for miscellaneous income:

Policy fee

Billing fee

Other

Sale of fixed asset
Total other income

Net Income (Loss)

Summary of Operations
For the Year 2024

13

$6,681,534
1,211,934
4,203,600

265,409
296,526

433,180
70,113
10,840

9,466

$12,319,944

12,097,068
222,876

561,935

523,599

$1,308,410



McMillan-Warner 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
Total investment proceeds
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

$408,061
687,765

14

$7,758,112

5,542,470

1,095,826

20,964

$12,054,577
358,536
523,599
12,936,712

13,300,582
(363,870)

1,095,826

20,964

752,920

1,658,770

$2,411,690



McMillan-Warner Mutual Insurance Company
Compulsory and Security Surplus Calculation
December 31, 2024

Assets $17,572,741
Less liabilities 11,289,051
Adjusted surplus 6,283,690
Annual premium:

Lines other than accident and health $11,636,740

Factor — 20%
Compulsory surplus (subject to a minimum of $2 million) 2,327,348
Compulsory Surplus Excess (Deficit) $ 3,956,342
Adjusted surplus (from above) 6,283,690

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%)
_3.258,287

Security Surplus Excess (Deficit) $ 3,025,403

15



McMillan-Warner 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 $4,983,875 $6,862,256 $9,707,340  $10,830,404 $9,681,836
Net income 1,308,410 (932,210) (1,954,581) (1,546,749) 1,260,261
Change in net unrealized
capital gains/losses (25,578) (699,452) (646,621) 173,922 178,389
Change in net deferred
income tax (264,000) 221,000 224,000 245,000 (302,300)
Change in nonadmitted
assets 280,526 (467,719) (467,882) 4,763 12,218
Write-ins for gains and
(losses) in surplus:
Miscellaneous 457
Surplus, End of Year $6,283,690 $4,983,875 $6,862,256 $9,707,340 $10,830,404
Growth of McMillan-Warner Mutual Insurance Company
Surplus as
Admitted Regards Net
Year Assets Liabilities Policyholders Income
2024 $17,572,741 $11,289,051 $6,283,690 $1,308,410
2023 17,598,170 12,614,295 4,983,875 (932,210)
2022 18,152,807 10,325,548 6,862,256 (1,954,581)
2021 19,900,403 10,193,063 9,707,340 (1,546,749)
2020 19,613,003 8,782,599 10,830,404 1,260,261
2019 18,787,098 9,105,263 9,681,835 (1,877,536)
Net Loss and
Gross Premium Premium Premium LAE Expense Combined
Year Written Written Earned Ratio Ratio Ratio
2024 $16,861,523 $11,636,740 $12,319,944 64.1% 31.6% 95.7%
2023 18,205,329 13,308,041 11,444,613 75.3 31.6 106.9
2022 16,383,961 9,602,433 8,959,319 77.0 34.9 111.9
2021 13,969,451 8,706,494 8,447,711 84.7 39.0 123.7
2020 13,132,002 8,825,804 8,555,932 56.0 35.5 91.5
2019 12,091,602 7,810,786 8,169,822 88.6 404 129.0

During the examination period, the company’s policyholder surplus decreased $3.4 million to

$6.3 million in 2024. The company posted a net loss in four of the last five years. The current $1.3 million

16



net income is due to a combination of underwriting and rate actions as well as a $562 thousand
investment gain.

The company’s 2024 gross and net premium written decreased $1.3 million and $1.7 million
over the prior year end, respectively. This result reversed an earlier trend of growth in written business
year-over-year during the examination period. The company’s combined ratio exceeded 100% in four of
the last five years. Significant weather events and claims cost inflation are two major factors for the
uneven results. Positively, the company’s operations became more efficient, as shown by the overall

downward trend of the expense ratio.

17



VIl. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There was one recommendation in the previous examination report. Recommendations
contained in the last examination report and actions taken by the company are as follows:
1. Disaster Recovery Plan—It is recommended that the company document the Disaster Recovery and
Business Continuity plan testing that it intends to do on a regular basis. These tests should happen

no less than every other year, and the results should be documented along with any changes
needed as a result of the testing.

Action—Partial Compliance.

18



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 work papers.
Disaster Recovery Plan

The examination determined that the company has an adequate Disaster Recovery Plan and
Business Continuity Plan (DRP/BCP). During the examination period, it was determined that the company
tested certain aspects of the DRP/BCP. Those tests did not uncover any significant deficiencies.
However, the company did not perform regular testing in the manner that was previously recommended.
In addition, the company did not retain robust documentation of the testing that occurred. Regular testing
and documentation of such plans demonstrate that the company is prepared in case of a disaster or
disruption in operations. It is again recommended that the company document the Disaster Recovery and
Business Continuity plan testing that it intends to do regularly. These tests should happen no less than
every other year, and the results should be documented along with any changes needed as a result of the

testing.

19



VIll. CONCLUSION

McMillan-Warner Mutual Insurance Company is a property and casualty insurance company
licensed to write business in Wisconsin and lllinois. Currently, the company only writes business in
Wisconsin. The major products marketed by the company are homeowners, farmowners, and private
passenger automobile.

During the examination period, the company’s policyholder surplus decreased $3.4 million to
$6.3 million in 2024. The company posted a net loss in four of the last five years. The current $1.3 million
net income is due to a combination of underwriting and rate actions, as well as a $562,599 investment
gain.

The company partially complied with a recommendation made by the prior examination. The
current examination resulted in no new recommendations, and 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.

20



IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

1. Page 19 - Disaster Recovery Plan—It is again recommended that the company document the
Disaster Recovery and Business Continuity plan testing that it intends to do on a
regular basis. These tests should happen no less than every other year, and the
results should be documented along with any changes needed as a result of the
testing.

21
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