
  
 
 
 
 
 
  

 

Re:  Canal Insurance Company 
 Financial Results & Communication Update 
 
Dear John and Derek, 
 
To say the past seven days have been busy for both your agency and Canal would be a gross 
understatement.  We have placed a high priority on direct verbal communication with our 
employees, shareholders, agent partners, and insureds, and it is important to follow this up 
with consistent written communication, including web-site updates.  This is the first of a 
series of President’s letters from Canal expressly intended to provide transparency and 
address current and future plans.   
 
In terms of progress and pace, it has actually been a busy seven years at Canal. We have 
invested in our people and infrastructure, embarked upon a new strategic direction, shored 
up claims reserves, improved operating results and customer service, and consistently 
delivered value to our proud and committed family of stakeholders.  For these reasons, it 
remains imperative for us to emphasize two messages to the market.  First, Canal’s surplus 
position remains extremely strong and continued to grow even during the most challenged 
early years of the turnaround.  Second, the investments Canal has made are producing 
substantial and increasingly consistent operational improvement, albeit at pace slower 
than projected based on the stiff headwind of commercial auto loss cost inflation.    
 
The embedded good news is that (1) Canal remains a financially strong and committed 
insurance partner to Motor Carriers, and (2) our strategic and operational plans are 
working.  There is no U-turn or mechanical overhaul on the horizon.   
 
Please find attached a financial results summary which I encourage you to review closely 
and share openly with your employees, retail agents, and insureds.  This is intended to 
provide transparent confidence in our ongoing financial strength and commitment.  It will 
be available on our Canal Website https: canalinsurance.com and be updated on a regular 
basis. 
 
Cut-through and fronting considerations are also top of mind for all of us.  Given our 
surplus position and industry reputation, either or both options are readily available. 
However, as an astute business partner, please take a brief moment to reflect upon the 
following paradox.  There is not a reinsurer or fronting company in the world that 
combines Canal’s premium to surplus leverage with an unbroken 75+ year commitment to 
Motor Carrier insurance. AM Best opines that Canal’s hurdle is operating result consistency 
and clearly not surplus.  The decision to add additional reinsurance costs to the operating 
result equation must be based on verified facts and sound business judgment.  We have 
validated a great deal this week speaking directly with motor carriers, shippers, freight 
brokers, and port authorities in addition to the conventional opinions offered by the 
insurance distribution community.  Be assured Canal is prepared and able to take the 
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necessary actions to remain a reliable and consistent business partner and insurance 
market. 
 
In closing, we want to thank our Canal wholesale agents who have been constructively 
engaged with us this week and resolute in support.  What is viewed as a concern for some 
has been embraced as opportunity by many.  Your confidence has not been misplaced and 
will pay dividends both in the short and long term.   Canal is a new company built upon an 
extraordinary history and capital base, like no other in the industry.  Our best days together 
as partners are clearly visible on the road ahead. 
 
Sincere Regards, 

 
 
Paul 
 
 
Enclosure 


