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The State of Idaho, Department of Insurance (Department), having conducted an

examination of the affairs, transactions, accounts, records, and assets ofUnited Heritage Property

& Casualty Company (UHP&C), pursuant to Idaho Code § 41-219(1), hereby alleges the

following facts that constitute a basis for issuance of an order, pursuant to Idaho Code § 41-

227(5)(a), adopting the Report of Examination of United Heritage Property & Casualty

Company as of December 31, 2013 (Report), as filed.
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FINDINGS OF FACT

1. UHP&C is an Idaho-domiciled insurance company licensed to transact property

insurance and casualty insurance, excluding workers' compensation, in Idaho under Certificate

of Authority No. 1919,

2. The Department completed an examination of UHP&C pursuant to Idaho Code

§ 41-219(1) on or about January 27, 2015. The Department's findings are set forth in the Report.

3. Pursuant to Idaho Code § 41-227(4), a copy of the Report, verified under oath by

the Department's examiner-in-charge, was filed with the Department on January 27, 2015, and a

copy of such verified Report was transmitted to UHP&C on the same date. A copy ofthe verified

Report is attached hereto as Exhibit A.

4. On or about January 28, 2015, the Department received a Waiver signed by

Mickey Lynn Ware, President and Chief Executive Officer of UHP&C. By execution of such

Waiver, a copy of which is attached hereto as Exhibit B, UHP&C consented to the immediate

entry of a final order by the Director of the Department (Director) adopting the Report without

any modifications; waived its right to make a written submission or rebuttal to the Report; and

waived its right to request a hearing and to seek reconsideration or appeal from the Director's

final order.

5. No written submissions or rebuttals with respect to any matters contained in the

Report were received by the Department from UHP&C.

CONCLUSIONS OF LAW

6. Idaho Code § 41-227(5)(a) provides that "[wjithin thirty (30) days of the end of

the period allowed for the receipt of written submissions or rebuttals, the director shall fully

consider and review the report, together with any written submissions or rebuttals and relevant
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portions of the examiner's work papers" and shall enter an order adopting the report of

examination as filed or with modifications or corrections.

7. Having fully considered the Report, the Director concludes that UHP&C meets

the minimum capital and surplus requirements set forth in Idaho Code § 41-313(1).

ORDER

NOW, THEREFORE, based on the foregoing, IT IS HEREBY ORDERED that the

Report of Examination of United Heritage Property & Casualty Company as of December 31,

2013, is hereby ADOPTED as filed, pursuant to Idaho Code § 41-227(5)(a).

IT IS FURTHER ORDERED, pursuant to Idaho Code § 41-227(8), that the adopted

Report is a public record and shall not be subject to the exemptions from disclosure provided in

chapter 3, title 9, Idaho Code.

IT IS FURTHER ORDERED, pursuant to Idaho Code § 41-227(6)(a), that, within thirty

(30) days of the issuance of the adopted Report, UHP&C shall file with the Department's Deputy

Chief Examiner affidavits executed by each of its directors stating under oath that they have

received a copy of the adopted Report and related orders.

IT IS SO ORDERED.

/7 ^DATED this / ' day of February, 2015.

STATE OF IDAHO

DEPARTMENT OF INSURANCE

THOMAS A.DONOVAN

Acting Director
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that, on this //T^Wiay of February, 2015, I caused a true and
correct copy of the foregoing ORDER ADOPTING REPORT OF EXAMINATION AS OF
DECEMBER 31, 2013 to be served upon the following by the designated means:

United Heritage Property & Casualty Company
Attn: Mickey Lynn Ware, President & CEO
707 East United Heritage Court
Meridian, ID 83642
mware@unitedheritage.com

Georgia Siehl, CPA, CFE
Bureau Chief / ChiefExaminer

Idaho Department of Insurance
700 W, State Street, 3*^^ Floor
Boise, ID 83720-0043
georgia.siehI@doi.idaho.gov

I I first class mail
certified mail

I Ihand delivery
1^ email

r~l first class mail
r~l certified mail
I Ihand delivery
1^ email
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The Honorable Thomas Donovan

Deputy Director of Insurance
State of Idaho

700 West State Street

P.O. Box 83720

Boise, Idaho 83720-0043

Dear Deputy Director:

Meridian, Idaho

January 27, 2015

Pursuant to your instructions, in compliance with Section 41-219 (1), Idaho Code, and in
accordance with the practices and procedures promulgated by the National Association of
Insurance Commissioners (NAIC), we have conducted an examination as of December31, 2013,
of the financial condition and corporate affairs of:

United Heritage Property & Casualty Company
707 East United Heritage Court

Meridian, Idaho 83642

Hereinafter referred to as the"Company", at its offices in Meridian, Idaho. Thefollowing report
ofexamination is respectfully submitted.



SCOPE OF EXAMINATION

Period Covered

We have performed our full scope, risk-focused coordinated examination of United Heritage
Property & Casualty Company. The examination was conducted on a coordinated basis in
conjunction with and concurrently with the examinations of United Heritage Life Insurance
Company, Meridian, Idaho by the Idaho Department of Insurance and Sublimity Insurance
Company, Sublimity, Oregon, by the Oregon Department of Consumer & Business Services.
The last exam was completed as of December 31, 2010. This examination covers the period of
January 1, 2011 through December 31, 2013.

Examination Procedures Employed

Our examination was conducted in accordance with the National Association of Insurance
Commissioners (NAIC) Fmaiicial Condition Examiners Handbook to determine compliance
with accounting practices and procedures in conformity with the applicable laws of the State of
Idaho, and insurance rules promulgated by the Idaho Department of Insurance(Department). The
Handbook requires that we planand perform the examination to evaluate the financial condition
and identify prospective risks of the Company by obtaining information about the Company
including corporate governance, identifying and assessing inherent risks within the Company and
evaluating system controls and procedures used to mitigate those risks. The examination also
includes assessing the principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation, management's compliance with Statutory
Accounting Principles (SSAPs and Annual Statement instructions when applicable to domestic
state regulations).

The Company retained the services of a certified public accounting firm, Ernst & Young LLP,
Seattle Washington, to audit its financial records for the years under examination. The firm
allowed the examiners access to requested work papers prepared in connection with its audits.
The external audit work was relied upon where deemed appropriate.

All materialaccounts and activitiesof the Company were considered in accordance with the risk-
focused examination process. The initial phase of the examination focused on evaluating the
Company's corporate governance and control environment, as well as business approach, in
order to develop an examination plan tailored to the Company's individual operating profile. A
risk-focused approach was determined appropriate.

The examination determined the risks associated with identified key functional activities of the
Company's operation and considered mitigating factors. Interviews were held with the senior
management of the Company to gain an understanding of the entity's operating profile and
control environment.

The examination relied on the findings of the actuarial firm contracted by the Department,
Taylor-Walker & Associates, Inc., to review the actuarial items.



A letter of representation certifying that management disclosed all significant matters and
records was obtained from management and included in the examination working papers.

Status ofPrior Examination Findings

Our examination included a review to determine the current status of the two exception
conditions commented upon in our preceding Report of Examination, dated December 31, 2010,
which covered the period from January 1, 2008 to December 31, 2010. We determined that the
Company had not satisfactorily addressed one of those exception conditions.

The prior exam report recommended that non-operating software be either non-admitted or
included within Furniture and equipment, including health care delivery assets. The current
exam determined that non-operating software was again not included as part Furniture and
equipment or non-admitted. SeeNote 1 to the Financial Statements for further discussion.

SUMMARY OF SIGNIFICANT FINDINGS

Our examination did not disclose any material adverse findings or any adjustments that impacted
the Company's reported capital and surplus.

SUBSEQUENT EVENTS

Subsequent to the examination period, the Company restructured and increased their catastrophe
reinsurance program with Swiss Reinsurance America Corporation. Effective January 1, 2014,
the Company's reinsurance coverage shared with their affiliate. Sublimity Insurance Company,
will have 95% of $1,000,000 excess of $2,000,000 for the first layer and 95% of $8,000,000
excess of $3,000,000 for the second layer.

COMPANY HISTORY

General

The Company was organized and incorporated as a domestic county mutual fire insurance
company on June 10, 1907 under the laws of the State of Idaho. The Company commenced
business on April 2, 1908 as Canyon County Farmers Mutual Fire Insurance Company.

Effective July 15, 1992, the Company was converted to a domestic mutual insurance company,
and its name was changed to Idaho Mutual Insurance Company. As of July 1, 1997, Latah
County Farmers' Mutual Insurance Company merged withthe Company.



The Company demutualized and converted to a stock insurance company effective November 7,
2000. At that time, the Company's name was changed to United Heritage Property & Casualty
Company and was acquired by United Heritage Financial Group, Inc.

Dividends and Capital Contributions
As of the examination date, the Company had 3,527,386 shares of capital stock issued and
outstandingwith a par value of $1.00 per share for a total capital of $3,527,386. The Company's
paid in and contributed surplus at December 31, 2013 was $6,758,258.

The following exhibit reflects the activity in the capital structure of the Company since the
previous examination through December 31, 2013:

Year

Shares Issued/

(Redeemed)
Common

Capital Stock

Gross Paid In

& Contributed

Surplus

Total Capital
& Paid In and

Contributed

12/31/2002 551 $1,377,500 $1,377,500 $2,755,000

11/12/03 (1) -9 -22,500 -22,500 -45,000

11/21/03 (2) 60 150,000 0 150,000

9/16/04 (3) 68 170,000 327,692 497,692

3/31/05 (4) 176 440,000 1,060,567 1,500,567

5/31/06 (5) -846 -2,115,000 -2,743,259 -4,858,259

5/31/06 (5) 3,000,000 3,000,000 1,858,259 4,858,259

7/28/10 (6) 176,704 176,704 423,295 5,458,258

8/09/11 (7) 222,562 222,562 577,437 6,258,257

6/26/13 (8) 128,120 128,120 371,881 6,758,258

Totals 3,527,386 $3,527,386 $3,230,872 $6,758,258

(1) Due to a change in Idaho law. Directors were no longer required to be shareholders of a
stock insurance company. In this connection, theBoard ofDirectors signed documents to release
shares of stock issued in their names. Nine shares were cancelled on November 12, 2003.

(2) The Board ofDirectors authorized thesale of 60shares of stock to United Heritage Financial
Group, Inc. on November 12, 2003 for $150,000. The amount was below the materiality
threshold set forth by Section 41-3807, Idaho Code; therefore, a Form D filing was not required.
The shares were subsequently cancelled on May 31, 2006.

(3) On September 9, 2004, the Board of Directors authorized the sale of 68 shares of stock to
United Heritage Life Insurance Company for $170,000. A Form D filing was submitted to the
Department of Insurance pursuant to Section 41-3807, Idaho Code, and IDAPA 18.01.23.023. In












































