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

January 28, 2026

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:

SUGAR CREEK MUTUAL INSURANCE COMPANY
Elkhorn, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION

The previous examination of Sugar Creek Mutual Insurance Company (Sugar Creek, or the
company) was conducted in 2019 as of December 31, 2018. 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 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 those
areas of the company’s operations that were accorded a high priority by the examiner-in-charge when

planning the examination.
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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.



Il. HISTORY AND PLAN OF OPERATION

The company was organized as a town mutual insurance company on February 1, 1873,
under the provisions of the then existing Wisconsin Statutes. The original name of the company was The
Farmers Mutual Fire Insurance Company of the Town of Sugar Creek. Subsequent amendments to the
company's articles and bylaws changed the company's name to that presently used. In 1989 the Ascot
Agency, Inc. (Ascot) was created by four directors of the company for the purpose of providing
complementary coverages not available through the company. Ascot was inactive throughout 2024, and
in early 2025 Ascot was dissolved.

The company has undergone several mergers since its incorporation. On January 1, 2005,
Union Mutual Fire Insurance Company (Union Mutual) merged with and into the company; on January 1,
2023, Southeast Mutual Insurance Company (Southeast) merged with and into the company; and on
January 1, 2024, Medina Mutual Insurance Company (Medina) merged with and into the company. In
each merger, a single ch. 612 town mutual or ch. 611 mutual insurance company was created, with Union
Mutual, Southeast, and Medina ceasing to exist and Sugar Creek continuing as the surviving entity.

The company is only licensed in Wisconsin. Sugar Creek writes farmowners, homeowners,
commercial, fire, allied lines, and boiler and machinery coverage marketed through 24 independent
agents.

The following table is a summary of the insurance premiums written by the company in 2024.
Farmowners and homeowners coverage are the company’s two largest lines of business, comprising
83.6% of the company’s direct written premium in 2024. The growth of the company is discussed in the

“Financial Data” section of this report.

Line of Direct Reinsurance Net
Business Premium Ceded Premium
Fire $ 166,164 $ 55,032 $ 111,132
Allied Lines 373,869 123,822 250,047
Farmowners multiple peril 1,993,965 660,387 1,333,578
Homeowners multiple

peril 1,495,474 495,290 1,000,184
Commercial multiple peril

(non-liability portion) 124,623 41,274 83,349
Boiler and Machinery 18,028 18,028 0
Total All Lines $4,172,123 $1,393,833 $2,778,290




lll. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of 10 members divided into three classes. Each class of
directors is elected annually to serve a three-year term. All directors must have an existing policy with the
company. Officers are elected at the board's annual meeting.

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

Term
Name Principal Occupation Expires
Joseph Hein Retired Grain Operator Manager 2026
Robert Janes Retired Banker 2027
Robert Johnson Business Owner 2028
Jerome Ketterhagen Retired Real Estate Agent 2028
David Kyle Farmer 2027
Gene Lauderdale Farmer 2026
Alex McQuillen Farmer 2026
Jason Schuster Highway Maintenance Worker 2026
Bruce Vander Veen Fire Department Chief 2027
Mark Wilson Farmer 2026

Officers of the Company

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

Name Office
Adam Reed President & CEO
David Kyle Chairman of the Board
Robert Janes Vice Chairman
Bruce Vander Veen Secretary
Jason Schuster Treasurer

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:



Loss Adjustment Committee
David Kyle, Chair
Joseph Hein

Robert Janes
Robert Johnson
Jerome Ketterhagen
Gene Lauderdale
Alex McQuillen
Jason Schuster
Bruce Vander Veen
Mark Wilson

Nominating Committee
David Kyle, Chair
Robert Janes

Jason Schuster

Bruce Vander Veen

Business Planning Committee
David Kyle, Chair

Joseph Hein

Robert Janes

Gene Lauderdale

Bruce Vander Vein

Finance Committee
David Kyle, Chair
Robert Janes

Gene Lauderdale
Mark Wilson

Personnel Committee
David Kyle, Chair
Robert Janes

Jason Schuster

Bruce Vander Veen

Underwriting Committee
David Kyle, Chair

Joseph Hein

Robert Janes

Gene Lauderdale

Bruce Vander Veen



IV. REINSURANCE
The company's reinsurance program and strategy at the time of the examination is 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: Property Per Risk Excess of Loss
Reinsurer: Participation is as follows:
Allied World Insurance Company 3%
Arch Reinsurance Company 5%
Berkley Re America 25%
Farmers Mutual Hail Insurance Company of lowa 20%
Hannover Riick SE 12%
Odyssey Reinsurance Company 5%
Partner Reinsurance Company of the U.S. 10%
Renaissance Reinsurance U.S. Inc. 10%
Swiss Reinsurance America Corporation _10%
Total 100%
Scope: Policies classified by the company as property
Retention/Coverage:
First Second
Property Property
Retention, Each Risk $175,000 $1,000,000
Coverage Excess of Retention,
Each Risk 825,000 1,000,000
Maximum Recoverable per
Occurrence 2,062,500 2,000,000
Effective date: January 1, 2025
2. Type: Casualty Excess of Loss
Reinsurer: Participation is as follows:
Allied World Insurance Company 3%
Arch Reinsurance Company 5%
Berkley Re America 25%
Farmers Mutual Hail Insurance Company of lowa 20%
Hannover Rick SE 12%
Odyssey Reinsurance Company 5%
Partner Reinsurance Company of the U.S. 10%
Renaissance Reinsurance U.S. Inc. 10%
Swiss Reinsurance America Corporation _10%



Scope:

Retention/Coverage:

Effective date:

Type:

Reinsurer:

Scope:

Retention/Coverage:

Effective date:

Type:

Reinsurer:

Total

Policies classified by the company as casualty

100%

$25,000 per occurrence with a limit of liability to the reinsurer of

$975,000

January 1, 2025

Property Catastrophe Excess of Loss

Participation is as follows:
Allied World Insurance Company
Arch Reinsurance Company
Berkley Re America
Farmers Mutual Hail Insurance Company of lowa
Hannover Riick SE
Odyssey Reinsurance Company
Partner Reinsurance Company of the U.S.
Renaissance Reinsurance U.S. Inc.
Swiss Reinsurance America Corporation
Total

Policies classified by the company as property

First
Property
Retention, per Occurrence $850,000
Coverage Excess of Retention, per
Occurrence 1,650,000

January 1, 2025

Aggregate Excess of Loss

Participation is as follows:
Allied World Insurance Company
Arch Reinsurance Company
Berkley Re America
Farmers Mutual Hail Insurance Company of lowa
Hannover Riick SE
Odyssey Reinsurance Company
Partner Reinsurance Company of the U.S.
Renaissance Reinsurance U.S. Inc.
Swiss Reinsurance America Corporation
Total

3%
5%
25%
20%
12%
5%
10%
10%
_10%
100%

Second
Property
$2,500,000

4,850,000




Scope: Policies classified by the company as property and casualty

Retention/Coverage: Reinsurer is liable in the aggregate for 100% of the ultimate net loss over
and above the initial net loss of 94% of the company’s gross net written
premium with a limit of liability to the reinsurer of $7,000,000

Effective date: January 1, 2025

Type: Property Facultative Per Risk Excess of Loss

Reinsurer: Participation is as follows:
Allied World Insurance Company 3%
Arch Reinsurance Company 5%
Berkley Re America 25%
Farmers Mutual Hail Insurance Company of lowa 20%
Hannover Rick SE 12%
Odyssey Reinsurance Company 5%
Partner Reinsurance Company of the U.S. 10%
Renaissance Reinsurance U.S. Inc. 10%
Swiss Reinsurance America Corporation 10%
Total 100%

Scope: Liability which may accrue under policies classified by the company as

property

Retention/Coverage: Minimum retention of $2,000,000, with a limit of $750,000.

Effective date: January 1, 2025

Type: Umbrella

Reinsurer: Participation is as follows:
Allied World Insurance Company 3%
Berkley Re America 25%
Endurance Assurance Corporation 5%
Hannover Riick SE 14.5%
Partner Reinsurance Company of the U.S. 12.5%
Swiss Reinsurance America Corporation 40%
Total 100%

Scope: Liability which may accrue under policies classified by the company as

personal and farm liability
Retention/Coverage: 95% of a 13t million quota share, with a limit of $1,000,000

Effective date: January 1, 2025



V. 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.



Sugar Creek Mutual Insurance Company

Bonds
Stocks:
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
Current federal and foreign income tax
recoverable and interest thereon
Net deferred tax asset
Write-ins for other than invested assets:
Investment in Ascot

Total Assets

Assets
As of December 31, 2024

Assets
$ 7,292,814
1,810,938
84,391
1,807,927
69,514

85,528

352,297

124,390
273,000

5,947

$11,906,746

10

Nonadmitted

Assets

$

273,000
5,947

$278,947

Net
Admitted
Assets
$ 7,292,814
1,810,938
84,391
1,807,927
69,514
85,528

352,297

124,390
0

0
$11,627,799



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

Losses $ 101,000
Loss adjustment expenses 23,225
Commissions payable, contingent commissions, and other

similar charges 121,422
Other expenses (excluding taxes, licenses, and fees) 46,480
Taxes, licenses, and fees (excluding federal and foreign

income taxes) 16,927
Unearned premiums 1,989,921
Advance premium 103,975
Ceded reinsurance premiums payable (net of ceding

commissions) 190,061
Total Liabilities 2,593,011
Unassigned funds (surplus) $9,034,788
Surplus as Regards Policyholders 9,034,788
Total Liabilities and Surplus $11,627,799

11



Sugar Creek Mutual Insurance Company

Summary of Operations

For the Year 2024

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
Finance and service charges not included in premiums
Write-ins for miscellaneous income:
Miscellaneous Income
Total other income

Net income (loss) after dividends to policyholders but before
federal and foreign income taxes
Federal and foreign income taxes incurred

Net Income (Loss)

12

$1,691,235
200,027
1,382,192

227,633
205,738

104,708

39571

$2,560,897

3,273,454
(712,557)

433,371

144,279

(134,907)
(7.183)

$ (127,724)



Sugar Creek 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

Federal and foreign income taxes paid
(recovered)

Total deductions

Net cash from operations

Proceeds from investments sold,
matured, or repaid:
Bonds
Stocks
Real estate
Miscellaneous proceeds
Total investment proceeds
Cost of investments acquired (long-
term only):
Bonds
Stocks
Real estate
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
$1,750,024
1,601,185
(67,880)
$2,835,252
344,334
345,009
3,524,595
2,447,076
82,854
10,000
2,539,930

6,050

13

$2,785,497
281,933
144,279
3,211,709

_3.283,329
(71,620)

984,665

6.050

919,095

__ 888,832

$1,807,927



Sugar Creek 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 $2,778,290
Factor 20%

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)

14

$11,627,799
2,593,011

9,034,788

2,000,000

$ 7,034,788

$ 9,034,788

2,800,000

$ 6,234,788



Sugar Creek Mutual Insurance Company
Analysis of Surplus
For the Six-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. Due to the company’s mergers with Southeast on

January 1, 2023, and Medina on January 1, 2024, and in accordance with statutory accounting practices,

the company’s financial statements were reported as though the mergers had occurred on January 1,

2022, and January 1, 2023, respectively. The differences between the surplus, beginning of year and

surplus, end of year numbers for 2021-2022 and 2022-2023 and attributed to the two mergers.

Surplus, beginning of
year

Net income

Change in net
unrealized capital
gains/losses

Change in net deferred

income tax
Change in

nonadmitted assets
Surplus, End of Year

Year

2024
2023
2022
2021
2020
2019
2018

2024 2023 2022 2021 2020 2019
$8,965,378  $11,599,573  $10,219,363 $9,021,205 $8,914,888 $8,526,273
(127,724) (959,277) 210,297 244,910 145,366 295,832
78,266  (1,681,189) (930,159) (35,014) (38,821) 93,907
386,000
(267.132) 6.271 801 246 (228) (1.124)

$9,034,788 $8.965,378 $ 9,500,302 $9,231,347 $9,021,205 $8,914,888

Growth of Sugar Creek Mutual Insurance Company

Surplus as
Admitted Regards

Assets Liabilities Policyholders
$11,627,799 $2,593,011 $9,034,788
11,573,703 2,608,325 8,965,378
10,919,787 1,419,485 9,500,302
10,435,133 1,203,786 9,231,347
10,102,993 1,081,788 9,021,205
10,062,839 1,147,951 8,914,888
9,606,235 1,079,962 8,526,273

15

Net
Income

$(127,724)

(959,277)
210,297
244,910
145,366
295,832
(137,935)



Net Loss and

Gross Premium Premium Premium LAE Expense Combined
Year Written Written Earned Ratio Ratio Ratio
2024 $4,172,123 $2,778,290 $2,560,897 73.9% 44.6% 118.5%
2023 3,803,233 2,599,736 2,484,140 60.8 66.9 127.7
2022 2,351,412 1,651,018 1,578,609 35.3 55.2 90.5
2021 1,785,353 1,338,584 1,309,053 50.4 497 100.1
2020 1,721,122 1,286,475 1,279,410 57.2 481 105.3
2019 1,722,316 1,276,032 1,252,070 51.5 36.8 88.3
2018 1,648,522 1,218,335 1,189,336 81.0 58.0 139.0

From December 31, 2018 to December 31, 2024, the company’s policyholders’ surplus increased
by 6%, to just over $9 million. This increase was driven by both the company’s mergers with Southeast
and Medina, and strong operating results reported by the company during 2019 and 2022. The
company’s gross and net written premiums increased by 153% and 128%, respectively, from 2019 to
2024. This large increase in premiums written was largely due to the company’s two mergers.

Despite the growth seen in the company’s surplus and writings, operating results have
deteriorated during the past two years. During 2023, the company reported a net loss of just under $1
million, and a combined ratio of 127.7%. 2023 was the company’s worst year in at least the last decade
with regards to operating performance. Operating results improved somewhat in 2024. However, the
company still reported a net loss and a combined ratio of over 100%.

The deterioration seen in the company’s operating results over the past two years was due to a
combination of inflationary pressures, increasing severity of weather events in the state of Wisconsin, and
claims from policies acquired by the company during the two mergers. The company has engaged in
numerous ongoing efforts to improve operating results, such as rate increases and more strict

underwriting of policies acquired during the two mergers.

16



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.
Examination Reclassifications

No reclassifications were made as a result of the examination.

17



VI. SUMMARY OF EXAMINATION RESULTS

Compliance with Prior Examination Report Recommendations

This section indicates the company’s compliance with the recommendations made by the
previous examination. The last financial examination of Sugar Creek Mutual Insurance Company was
conducted in 2019, as of December 31, 2018. There were seven specific recommendations in the
previous examination report. However, some of the recommendations are specific to a town mutual
insurer and are no longer applicable to a domestic insurance company. Recommendations not applicable
to Sugar Creek are indicated as such.

1. Corporate Records—It is recommended that the company report biographical data relating to
officers and directors in accordance with the provisions of s. Ins 6.52, Wis. Adm. Code.

Action—Compliance.

2. Underwriting—It is recommended that the company take action to ensure that all policy files contain
a signed undertaking from the policyholder.

Action—Not Applicable.
3. Agency Operations—It is recommended that the company make all required holding company filings

for its wholly owned insurance agency for all future years in accordance with s. Ins 40.03, Wis. Adm.
Code.

Action—Compliance.

4. Investment Advisor Agreements—It is recommended that the company's agreements with
investment advisors include provisions that indicate whether the standard of conduct of the
investment advisor is that of a fiduciary or some other standard, and that they are properly executed
by both the company and the investment advisor.

Action—Compliance.

5. Unclaimed Funds—It is recommended that the company remit property presumed abandoned to the
Wisconsin Department of Revenue in accordance with the requirement of s. 177.17, Wis. Stat.,
using a dormancy period of five years.

Action—Compliance.

6. Book Value of Bonds—It is recommended that the company value its investments in perpetual
preferred stocks at market value instead of amortized book value, in accordance with SSAP No. 32,
and list them in Schedule D, Section 1 - Part 1, in accordance with the town mutual annual
statement instructions.

Action— Not Applicable.

7.  Stocks and Mutual Fund Investments—It is recommended that the company properly complete
Schedule D, Section 1 - Part 3 for Common Stocks, including the correct number of shares and
valuation amounts for common stocks when completing the annual statement.

18



Action—Not Applicable.
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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 work papers.
Agency Agreements

The examination reviewed the company’s agreements with its independent agents. The
examination determined that, while the company does maintain agency agreements which are properly
signed by all parties, the agreements themselves have not been updated to reflect the company’s ch.
611, Wis. Stat., conversion and contain language indicating that the company is still a town mutual
insurer. Additionally, the provided agreements did not contain language indicating that the agency must
represent the company’s interest “in good faith”. It is recommended that the company review and update
its agency agreements to reflect the ch. 611, Wis. Stat., conversion, and to contain language indicating
that the agency will represent the company "in good faith".
Disaster Recovery Plan

The examination reviewed the company’s Disaster Recovery Plan (DRP) and determined that it
was adequate with regard to steps to follow in the event of a disaster. However, the DRP does not appear
to have been updated since 2019, as no evidence of review and approval by the Board of Directors has
been documented in the intervening years. Regular review and approval of the DRP helps to ensure that
the company’s plans are current and appropriate. Additionally, the DRP did not contain any specific
details regarding DRP testing that had been performed during the period under examination. Regular
testing and documentation of the DRP demonstrates that the company is prepared in case of a disaster
or disruption in operations. It is recommended that the company document the review and approval of the
DRP by the Board of Directors on an annual basis. It is also recommended that the company test the

DRP on an annual basis and document the results of the testing.

20



VIl. CONCLUSION
Sugar Creek Mutual Insurance Company is a property and casualty mutual insurer licensed
to write business in the state of Wisconsin. The company primarily writes two lines of business,
farmowners and homeowners, with these two lines making up 83.6% of the company’s direct written
premium in 2024.

During the period under examination, the company merged with Southeast Mutual Insurance
Company, and Medina Mutual Insurance Company, and converted from a ch. 612, Wis. Stat., town
mutual company to a ch. 611, Wis. Stat., nonassessable mutual company. From December 31, 2018, to
December 31, 2024, the company’s policyholders’ surplus increased by 6%, to just over $9 million. The
company’s gross and net written premiums increased by 153% and 128%, respectively, during the same
period. This large increase in premiums written was largely due to the company’s two mergers.

The company reported a net loss in both 2023 and 2024. 2024 was the second consecutive year
and the fourth out of the last six years in which the company has reported a combined ratio in excess of
100%. The deterioration seen in the company’s operating results over the past two years was due to a
combination of inflationary pressures, increasing severity of weather events in the state of Wisconsin, and
claims from policies acquired by the company during the two mergers. The company has engaged in
numerous ongoing efforts to improve operating results, such as rate increases and more strict
underwriting of policies acquired during the two mergers.

The current examination resulted in three recommendations. No adjustments to surplus or

reclassifications were made as a result of the examination.
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VIlIl. SUMMARY OF COMMENTS AND RECOMMENDATIONS

Agency Agreements— It is recommended that the company review and update its

agency agreements to reflect the ch. 611, Wis. Stat., conversion, and to contain the
required contract language indicating that the agency will represent the company "in
good faith".

Disaster Recovery Plan— It is recommended that the company document the review

and approval of the DRP by the Board of Directors on an annual basis.

Disaster Recovery Plan— It is also recommended that the company test the DRP on

an annual basis and document the results of the testing.

22
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