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SALUTATION

April 10, 2013

Honorable Karen Weldin Stewart, CIR-ML
Insurance Commissioner

Delaware Department of Insurance
Rodney Building

841 Silver Lake Blvd.

Dover, Delaware19904

Dear Commissioner:

In compliance with instructions and pursuant to statutory provisions contained in
Certificate of Authority N0.12.032, dated September 20, 2012, an examination has been made of
the affairs, financial condition and management of the

MAKE TRANSPORTATION INSURANCE, INC., A RISK RETENTION GROUP
hereinafter referred to as (Company or MAKE) incorporated under the laws of the State of
Delaware, the statutory home office of which was located at 1007 Orange Street, Suite
1410, Wilmington, Delaware 19801. The main administrative office of the Company was
located at 1200 West Magnolia Avenue, Suite 220, Fort Worth, Texas 76104.

The report of this examination is respectfully submitted.

SCOPE OF EXAMINATION

The last financial examination of the Company was completed as of December 31, 2008.
This examination covered the period from January 1, 2009 through December 31, 2011, and
encompassed a general review of the transactions during the period, a general review of the
Company’s business policies and practices; as well as management and relevant corporate

matters, with a determination of the financial condition of the Company as of December 31,
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2011. Transactions subsequent to the examination date were reviewed to the extent
deemed necessary.

We conducted our examination in accordance with the National Association of Insurance
Commissioners (NAIC) Financial Condition Examiners Handbook (Handbook) and generally
accepted insurance examination standards consistent with the Insurance Laws and Regulations of
the State of Delaware. The NAIC Handbook requires that we plan and 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 included 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 and annual
statement instructions when applicable to Delaware state regulations.

All accounts and activities of the Company were considered in accordance with the risk
focused examination process. The examination report addresses regulatory issues reviewed
during the examination process.

During the course of this examination, consideration was given to work performed by the
Company’s external accounting firm. Work papers prepared by the Company’s external accounting
firm, Cover & Rossiter Certified Public Accountants (C&R). Certain auditor work papers, of their
2011 audit, have been incorporated into the work papers of the examiners and have been utilized
in determining the scope, areas of emphasis in conducting the examination and in the area of
tests of controls, risk mitigation and substantive testing.

In addition to items noted in this report, the following topics were reviewed without

material exception and are included in the work papers of this examination:
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Corporate Records

Custodial Agreements

Conflicts of Interest

Fidelity Bond and Other Insurance

NAIC Ratios

Legal Actions

Regulatory Agency Correspondence

All Asset and Liability Items not mentioned

SUMMARY OF SIGNIFICANT FINDINGS

There were no significant findings as a result of this examination.

SUBSEQUENT EVENTS

During the first quarter 2012, the Company received a capital contribution of $250,000 to
release the existing letter of credit in the amount of $160,000, with the remaining $90,000 being
applied as contributed surplus. The transaction was approved by the Delaware Department of
Insurance.

MAKE had two members cancel coverage in June 2012. The two members were Sunset
Waco Express, Inc. and Sunset Transit, Inc. In 2012, Alpine Aggregate Transport, Inc. accepted
coverage and became a new member of the group.

On May 25, 2012, John Glidewell resigned from the MAKE Board of Directors and from
his position as an officer of the Company. Effective June 1, 2012, Kent Lisenby assumed the
duties as Chairman of the Board and Treasurer, as well as, continuing as President of MAKE,
Laura Burks was appointed to the Board of Directors and Patrick Theriault was appointed as
Secretary of the Company.

COMPANY HISTORY

The Company was incorporated in the State of Delaware on March 29, 2006. The

purpose and activity of the risk retention group is the assuming and spreading of liability
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exposures as provided by 18 Del C. 869 “Captive Insurance Companies” and 18 Del C.
880 “Risk Retention Act” of the Delaware Insurance Code and the U.S. Liability Risk

Retention Act of 1986.

MAKE was created by a small group of affiliated Texas commercial trucking
companies, specializing in the hauling of raw and manufactured aggregate, including rock,
cement, cement pipe, and sand to better manage their commercial trucking liability
exposure.

Common Capital Stock

The Company has 1,000 common capital shares authorized, with 986 shares issued and
outstanding with a $0.01 par value per share. Insured companies are required to be a stockholder in
order to be a member of the risk retention group. A breakdown of the ownership of MAKE’s stock

as of December 13, 2011 was as follows:

Number
of

Stockholder Shares
Sunset Carriers, Inc. 960
Sunset Transportation, Inc. 10
Sunset Logistics, Inc. 10
Sunset Ennis, Inc. 1
Sunset Houston Express, Inc. 1
Sunset San Antonio Express, Inc. 1
Sunset Transit, Inc. 1
Sunset Waco Express, Inc. 1
Sunset Blum, Inc. 1
986

MANAGEMENT AND CONTROL

Board of Directors
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Pursuant to the General Corporation Law of the State of Delaware, as implemented by
the Company's Certificate of Incorporation and bylaws, all corporate powers of the Company
and its business, property and affairs are managed by or under the direction of the Board of
Directors (Board). The Board shall consist of at least one (1) or more members, the number
thereof to be determined from time to time by the Board. The Board is comprised of three (3)
directors, all of whom were elected at the annual meeting of the shareholders on October 13,
2011.

Directors
The Board, whom are duly elected in accordance with the Company’s bylaws and serving

at December 31, 2011, were as follows:

Directors Name Principal Business Affiliation
Kent Jonathan Lisenby Lisenby Law Firm, P.C

Conroe, Texas President of Sunset Carriers, Inc.
John Dean Glidewell President of Sunset Logistics, Inc.

Colleyville, Texas

Jeffrey Kyle Simpson Delaware Resident Director
Wilmington, Delaware Attorney for Stewart Law Firm
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Officers
At December 31, 2011, the Company's principal officers and their respective titles were
as follows:

Officers Name

Kent Jonathan Lisenby President
John Dean Glidewell Secretary and Treasurer

Risk Retention Group Members

The Company is not a member of an Insurance Holding Company System; however,
it is a Risk Retention Group (“RRG”) and during the exam period it has as many as eleven
(11) and as low as nine (9) members. As of December 31, 2011 the RRG consisted of nine

(9) members as follows:
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MAKE Transportation Insurance, Inc., A Risk Retention
Group
(Delaware)

Sunset Transportation,
Inc.

Sunset San Antonio
Express, Inc.

(Texas)

Sunset Carriers, Inc.

(Texas)

Sunset Waco Express, Inc.

(Texas)

Sunset Logistics, Inc.

(Texas)

Sunset Houston, Inc.

(Texas)

Sunset Transit, Inc.

(Texas)

Sunset Blum, Inc.

(Texas)

Sunset Ennis, Inc.

(Texas)

Intercompany Management and Service Agreements

Tax Allocation Agreement

Effective October 7, 2010, MAKE entered into a tax allocation agreement with Sunset
Carriers, Inc. (“Sunset Carriers™), its majority stock holder. Per the agreement, at Sunset Carriers
direction, each member group that is part of the tax allocation agreement, shall either pay to

or receive from Sunset Carriers its separate return tax liability or reimbursable separate
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return tax claim and tax credits. Sunset Carriers shall pay to and receive from the Internal
Revenue Service the Federal income tax liabilities and refunds of the group.

Third Party Agreements

Service Agreement

On May 8, 2006, the Company entered into a Contract for Employment of Attorney
with The Lisenby Law Firm, P.C., to provide legal services for and on MAKE’s behalf with
respect to the management and handling of both pre-litigation and litigation claims made
against MAKE and any members of the Risk Retention Group.

Management Services Agreement

On June 1, 2011, the Company entered into an agreement with Strategic Risk Solutions
(“SRS”). Under the terms of the management services agreement SRS performs the daily
management of the MAKE operations, as directed by the Board and officers of MAKE. Services
provided by SRS include: accounting, financial reporting and regulatory compliance.

Investment Management Account Agreement

Effective December 8, 2009, the Company entered into an investment management
agreement with Wilmington Trust. Under the terms of the agreement, Wilmington Trust
provides investment portfolio management services in accordance with the Company’s
investment guidelines and investment custodial services.

Indemnity and Fee Agreement

Effective June 1, 2011, Jeffery K. Simpson, MAKE, and SRS entered into an agreement
under which Mr. Simpson, as a duly elected board member, was provided indemnity and a fee

for services rendered. Mr. Simpson provided independent resident director services to MAKE
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and received an annual fee of $750 per year for services rendered, per the terms of the
agreement.

TERRITORY AND PLAN OF OPERATION

Territory

The Company is a captive risk retention group formed by its members which currently
provides commercial trucking and auto liability coverage in Texas. The Company obtained a
certificate of authority in the State of Delaware on March 29, 2006 and was registered in the
State of Texas on May 22, 2006.

Plan of Operation

MAKE’s primary purpose is to insure the commercial trucking and auto liability risk of
its members. As of December 31, 2011, the Company had nine members and insured 262
vehicles operated by RRG members.

GROWTH OF THE COMPANY

The following information was obtained from the Company’s filed Annual Statements

and covers the three years subsequent to its last examination (2008):

Surplus as | Change in Gross
Net Admitted| Regardsto |Capital and] Premiums
Year Assets Policyholders| Surplus Written Net Income
2011 | $ 3,446,834 | $ 1,345,644 -0.22%| $ 1,591,136 | $  (6,950)
2010 3,344,104 1,348,581 -0.80%| 1,590,288 (1,965)
2009 3,934,541 1,359,412 5.49%| 1,717,316 110,967
2008 4,115,583 1,288,675 10.26%| 2,158,517 115,525

LOSS EXPERIENCE

The estimated cost of loss and loss adjustment expenses (LAE), net of reinsurance,

attributable to insured events of prior years decreased by $285,510 during the current year. The
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decrease of $285,510 is approximately 23 percent of the unpaid losses and LAE of $1,230,887 as
of the end of the prior year. The Company elected to decrease prior year reserves after a review
by the Company's actuary. Additionally, after this review by the Company's actuary, the
Company elected to increase its IBNR reserves for ULAE (Adjusting and Other Unpaid) by
$5,000. These ULAE IBNR reserves were established in 2009 at a value of $40,000. They were
decreased in 2010 to $31,000 and have a value of $36,000 at current year end. Increases and
decreases of this nature occur as the result of claim settlements during the current year, and as
additional information is received regarding unpaid individual claims. Recent loss development
trends are also taken into account in evaluating the overall adequacy of unpaid losses and LAE.

REINSURANCE

The Company had one excess of loss reinsurance agreement during the exam period. Its

direct, ceded and net written commercial auto liability premiums were as follows:

2011 2010 2009 2008
Direct Premiums $ 1,591,136 $ 1,590,288 $ 1,717,316  $ 2,158,517
Assumed
Affiliate 0 0 0 0
Non-Affiliate 0 0 0 0
Sub total $ 1,591,136 $ 1,590,288 $ 1,717,316  $ 2,158,517
Ceded
Affiliate 0 0 0 0
Non-Affiliate 514,797 548,417 604,988 739,261

Net Written Premiums $ 1,076,339 $ 1,041,871 $ 1,112,328 $ 1,419,256

Assumed Reinsurance

The Company did not assume business during the examination period.

Ceded Reinsurance

Excess of Loss Agreement

10
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The Company entered into an excess of loss reinsurance agreement with Alterra
Bermuda Limited (a Bermuda corporation and a member of Alterra Capital Holdings Limited)
effective June 1, 2006. The reinsurer changed its name from MaxRe to Max Bermuda, Ltd, and
to Alterra Bermuda Ltd. during the examination period.

Under the terms of the agreement, the contract provides $125,000 per occurrence in
excess of $125,000 (Layer 1), $750,000 per occurrence in excess of $250,000 (Layer 2) and
$1,000,000 per occurrence in excess of $1,000,000 (Layer 3), where applicable. Layer 3 pertains
to commercial auto liability units owned and operated by Sunset Blum.

ACCOUNTS AND RECORDS

The Delaware Insurance Code allows captive insurers to prepare and file its financial
statements on a Generally Accepted Accounting Principle basis. The Delaware Insurance Code
also permits captive insurers to satisfy the minimum capital and surplus requirements through the
posting of a letter of credit in favor of the Insurance Commissioner.

The Company files its federal taxes as part of a consolidated return with the lead member
of the risk retention group, Sunset Carriers, Inc. This consolidation is done through a tax

allocation agreement.

FINANCIAL STATEMENTS

The following pages contain the Company’s Financial Statements for the year ending
December 31, 2011, as determined by this examination, with supporting exhibits as detailed
below:

Assets, December 31, 2011
Liabilities, Surplus and Other Funds, December 31, 2011

Statement of Income, December 31, 2011
Reconciliation of Surplus Since last Examination

11
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Assets,

As of December 31, 2011

Bonds
Cash, cash equivalents and short-term
investments
Subtotals, cash and invested assets
Investment income due and accrued
Uncollected premiums and agents' balances
in the course of collection
Current federal and foreign income
tax recoverable
Net deferred tax asset
Electronic data processing equipment
and software
Furniture and equipment
Receivables from parent, subsidiaries and affiliates
Deferred policy acquisition costs
Prepaid expenses and other receivables
Letter of credit

Totals

Non- Net
Admitted Admitted
Assets Assets Assets Notes
$ 1,256,283 0 $ 1,256,283 1
706,968 0 706,968 2
$ 1,963,252 0 $ 1,963,252
7,159 0 7,159
1,217,343 0 1,217,343
30,382 0 30,382
18,372 0 18,372
1,329 0 1,329
7,806 0 7,806
1,626 0 1,626
16,248 0 16,248
23,317 0 23,317
160,000 0 160,000 4
$ 3,446,834 0 $ 3,446,834

13
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Liabilities, Capital and Surplus
As of December 31, 2011

Losses $ 627,851
Loss adjustment expenses 530,865
Commissions payable, contingent commissions (23,864)
Other expenses 101,169
Taxes, licenses and fees 16,955
Unearned premiums 478,308
Ceded reinsurance premiums payable 359,906
Amounts withheld or retained by company

for account of others 10,000
Total liabilities $ 2,101,190
Common capital stock $ 10
Aggregate write-in - Letter of credit 160,000
Gross paid in and contributed surplus 941,823
Unassigned funds (surplus) 243,811
Surplus as regards policyholders $ 1,345,644
Totals $ 3,446,834

14
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Statement of Revenue and Expenses

As of December 31, 2011

Premiums earned

Losses incurred

Loss adjustment expenses incurred

Other underwriting expenses incurred

Total underwriting deductions

Net underwriting gain (loss)

Net investment income earned

Net investment gain (loss)

Net income after dividends to policyholders

Federal and foreign income taxes incurred

Net income

Surplus as regards policyholders, December 31, 2010
Net income (losses)

Change in net unrealized capital gains or (losses)
Change in net deferred income tax

Surplus adjustments paid in

Letter of credit

Net change in capital and surplus for the year

Surplus as regards policyholders, December 31, 2011

$ 1,066,563
$ 429,389
436,157
219,568

$ 1,085,114
$  (18,551)
19,092

$ 19,092
541

7,491

$ (6,950)
$ 1,348,581
(6,950)
(2,578)
6,591
440,000
(440,000)

$ (2,937)
$ 1,345,644

Reconciliation of Surplus Since last Examination

15
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Gross Paid-
Common inand
Capital Letter of  Contributed  Unassigned
Stock Credit Surplus Surplus Total Notes
December 31, 2008 $ 10 $600,000 $ 501,823 $ 186,842 $ 1,288,675
Operations (1) 2009 70,737 70,737
Operations (1) 2010 (10,831) (10,831)
Operations (1) 2011 (2,937) (2,937)
Surplus adjustments paid in (440,000) (440,000) 4
Letter of Credit (2) 440,000 440,000 4
December 31, 2011 $ 10 $160,000 $ 941,823 $ 243,811 $ 1,345,644

1) Operations is defined as: net income, change in net unrealized capital gains or
(losses), change in net unrealized foreign exchange capital gains or (losses), change in
net deferred income tax, change in non-admitted assets, change in provision for
reinsurance and aggregate write-ins for gains and losses in surplus.

2 During 2011, the Company decreased the letter of credit totaling $600,000 to
$160,000. The difference of $440,000 was added to Paid in Capital.

16
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NOTES TO FINANCIAL STATEMENTS

Assets

Note 1 - Bonds $1,256,283

The Company's bond holdings totaled $1,256,283 and were approximately 36% of total
admitted assets and 64.0% of the Company’s total invested assets. Security composition for the
year ending 2011 was comprised of the following:

The Company’s bond holdings were made up of U. S. Federal Agency Mortgage and

industrial bonds class 1 designation with respect to NAIC credit quality standards.

Note 2 - Cash $ 701,592
Note 2 - Short-Term Investments 5,376
$ 706,968

The Company's cash and short-term holding totaled $706,697 and were approximately
20% of total admitted assets and 36.0% of the Company’s total invested assets. The Company's

short-term holding was comprised of a money market fund.

Liabilities
Note 3 - Losses $ 627,851
Note 3 - Loss Adjustment Expenses $ 530,865

The above-captioned amount, which is the same as that reported by the Company in its’
Annual Statement, has been accepted for purposes of this report. The Delaware Department of
Insurance has retained INS Consultants Inc. to conduct an independent review of the Company’s
loss and loss adjustments expenses reserves as of December 31, 2011. The INS analysis was
performed using a risk focused approach according to the guidelines in the NAIC Handbook.
The review does not address the collectability of reinsurance recoverables. The conclusions set
forth in INS’s report are based on information provided by the Company, including the 2011

Annual Statements, the related 2011 Statement of Actuarial Opinion with underlying actuarial

17
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work papers. Based on work performed, INS concluded the Company’s carried December 31,
2011 net and gross loss and LAE reserves to be reasonably stated, and as such, no financial
adjustment was required for examination purposes.

Note 4 - Letter of Credit $ 160,000

During 2011, the Company received a capital contribution and decreased the letter of
credit totaling $600,000 to $160,000. The difference of $440,000 was added to Paid in Capital
after receiving approval from the Delaware Department of Insurance. The letter of credit was
originally established to allow the Company to meet the RRG minimum capitalization
requirement of $1 million.

COMPLIANCE WITH PRIOR REPORT RECOMMENDATIONS

1 It was recommended that the Company enter into an intercompany federal tax agreement with Sunset
Carriers, Inc. to govern the consolidation of MAKE’s federal tax return. The Company has
complied with the recommendation.

2. It was recommended that the Company accrue a reserve for adjusting and other unpaid loss
adjustment expenses on all financial statements. The Company has complied with the

recommendation.

CONCLUSION

The following schedule shows the results of this examination and the results of the prior

examination with changes between the examination periods:
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Description

Assets

Liabilities

Common Capital Stock

Letters of Credit

Gross Paid In and Contributed Surplus
Unassigned Funds (Surplus)

Total Surplus as Regards Policyholders
Totals

Increase

December 31,2008 December 31, 2011 (Decrease)
$ 4115583 $ 3,446,834 $ (668,749)
$ 2,826,908 $ 2,101,190 $ (725,718)
10 10 -
600,000 160,000 (440,000)
501,823 941,823 440,000
186,842 243,811 56,969
$ 1,288,675 $ 1,345,644 $ 56,969
$ 4115583 $ 3,446,834 $ (668,749)
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Respectfully submitted,

Deti

Patrick White, CFE
Examiner-In-Charge
State of Delaware



