
CANADIAN NATIONAL RAILWAY COMPANY 
CONSOLIDATED STATEMENT OF INCOME  (U.S. GAAP) 
(In millions, except per share data) 
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2004 (1) 2003 2004 (1) 2003

Revenues 1,736$      1,512$   6,548$      5,884$   

Operating expenses 1,129        1,000     4,380        4,107     

Operating income 607           512        2,168        1,777     

Interest expense (75)           (71)         (294)         (315)       

Other income (loss) 25             8            (20)           21          

Income before income taxes and cumulative effect of change 
   in accounting policy 557           449        1,854        1,483     

Income tax expense (181)         (225)       (596)         (517)       

Income before cumulative effect of change in accounting policy 376           224        1,258        966        

Cumulative effect of change in accounting policy
 (net of applicable taxes) -               -             -               48          

Net income 376$         224$      1,258$      1,014$   

Earnings per share (2)

   Basic earnings per share 

   Income before cumulative effect of change in accounting policy 1.32$        0.79$     4.41$        3.38$     

   Net income 1.32$        0.79$     4.41$        3.54$     

   Diluted earnings per share

   Income before cumulative effect of change in accounting policy 1.29$        0.78$     4.34$        3.33$     

   Net income 1.29$        0.78$     4.34$        3.49$     
       
Weighted-average number of shares

   Basic 285.1        283.9     285.1        286.8     

   Diluted 290.7        288.1     289.9        290.7     

(Unaudited)

Three months ended
December 31 December 31

Year ended

 
 
These unaudited interim consolidated financial statements, expressed in Canadian dollars, and prepared in accordance with U.S. generally 
accepted accounting principl es (U.S. GAAP), contain all adjustments (consisting of normal recurring accruals) necessary to present fairly 
Canadian National Railway Company's (the Company) financial position as at December 31, 2004 and December 31, 2003, its results of 
operations, changes in shareholders' equity and cash flows for the three months and year ended December 31, 2004 and 2003.  These 
consolidated financial statements have been prepared using accounting policies consistent with those used in preparing the Company's 2004 
Annual Consolidated Financial Statements and should be read in conjunction with such statements, notes thereto and Management's 
Discussion and Analysis (MD&A). 
 
(1) Includes GLT and BC Rail from May 10, 2004 and July 14, 2004, respectively. 
(2) All share and per share data has been adjusted to reflect the three-for-two common stock split approved by the Board of Directors on  
    January 27, 2004. 
 
 
 
 



CANADIAN NATIONAL RAILWAY COMPANY 
CONSOLIDATED STATEMENT OF OPERATING INCOME  (U.S. GAAP)  
(In millions) 
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Variance Variance

2004 (1) 2003 Fav (Unfav) 2004 (1) 2003 Fav (Unfav)

Revenues

Petroleum and chemicals 283$       260$      9% 1,123$     1,058$   6% 
Metals and minerals 192         140        37% 713          527        35% 
Forest products 387         318        22% 1,452       1,284     13% 
Coal 72           60          20% 284          261        9% 
Grain and fertilizers 297         283        5% 1,053       938        12% 
Intermodal 300         267        12% 1,117       1,101     1% 
Automotive 125         136        (8%) 510          525        (3%)
Other items 80           48          67% 296          190        56% 

1,736      1,512     15% 6,548       5,884     11% 

Operating expenses

Labor and fringe benefits 469         415        (13%) 1,819       1,698     (7%)
Purchased services and material 185         174        (6%) 746          703        (6%)
Depreciation and amortization 153         136        (13%) 598          554        (8%)
Fuel 151         117        (29%) 528          469        (13%)
Equipment rents 49           65          25% 244          293        17% 
Casualty and other 122         93          (31%) 445          390        (14%)

1,129      1,000     (13%) 4,380       4,107     (7%)

Operating income 607$       512$      19% 2,168$     1,777$   22% 

Operating ratio 65.0% 66.1% 1.1         66.9% 69.8% 2.9          

(1)  Includes GLT and BC Rail from May 10, 2004 and July 14, 2004, respectively.

Three months ended December 31 Year ended December 31

(Unaudited)

 



CANADIAN NATIONAL RAILWAY COMPANY 
CONSOLIDATED BALANCE SHEET  (U.S. GAAP) 
(In millions) 
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     December 31      December 31
2004 2003

Assets

Current assets:
     Cash and cash equivalents 147$                      130$                   
     Accounts receivable 793                        529                     
     Material and supplies 127                        120                     
     Deferred income taxes 364                        125                     
     Other 279                        223                     

1,710                     1,127                  

Properties 19,715                   18,305                
Intangible and other assets 940                        905                     

Total assets 22,365$                 20,337$              

Liabilities and shareholders' equity

Current liabilities:
     Accounts payable and accrued charges 1,605$                   1,421$                
     Current portion of long-term debt 578                        483                     
     Other 76                          73                       

2,259                     1,977                  

Deferred income taxes 4,723                     4,550                  
Other liabilities and deferred credits 1,513                     1,203                  
Long-term debt 4,586                     4,175                  

Shareholders' equity:
     Common shares 4,706                     4,664                  
     Accumulated other comprehensive loss (148)                       (129)                    
     Retained earnings 4,726                     3,897                  

9,284                     8,432                  

Total liabilities and shareholders' equity 22,365$                 20,337$              
 

 
These unaudited interim consolidated financial statements, expressed in Canadian dollars, and prepared in accordance with U.S. GAAP, 
contain all adjustments (consisting of normal recurring accruals) necessary to present fairly the Company’s financial position as at December 
31, 2004 and December 31, 2003, its results of operations, changes in shareholders' equity and cash flows for the three months and year 
ended December 31, 2004 and 2003.  Thes e consolidated financial statements have been prepared using accounting policies consistent with 
those used in preparing the Company's 2004 Annual Consolidated Financial Statements and should be read in conjunction with such 
statements, notes thereto and MD&A. 
 
 



CANADIAN NATIONAL RAILWAY COMPANY 
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY  (U.S. GAAP) 
(In millions) 
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2004 (1) 2003 2004 (1) 2003

Common shares (2)

Balance, beginning of period 4,742$   4,642$   4,664$   4,785$   

  Stock options exercised and other 30          22          108        122        

  Share repurchase program (3) (66)         -             (66)         (243)       

Balance, end of period 4,706$   4,664$   4,706$   4,664$   

Accumulated other comprehensive income (loss)

Balance, beginning of period (57)$       (116)$     (129)$     97$        

Other comprehensive income (loss):

Unrealized foreign exchange gain on translation of
  U.S. dollar denominated long-term debt designated as a
  hedge of the net investment in U.S. subsidiaries 217        165        326        754        

Unrealized foreign exchange loss on translation of
  the net investment in foreign operations (302)       (203)       (428)       (1,101)    

Unrealized holding gain (loss) on fuel derivative instruments (58)         14          54          8            

Realized gain on settlement of interest rate swaps -             -             12          -             

Minimum pension liability adjustment 8            7            8            7            

Deferred income tax rate enactment -             (2)           -             (2)           

Other comprehensive loss before income taxes (135)       (19)         (28)         (334)       

Income tax recovery 44          6            9            108        

Other comprehensive loss (91)         (13)         (19)         (226)       

Balance, end of period (148)$     (129)$     (148)$     (129)$     

Retained earnings

Balance, beginning of period 4,612$   3,720$   3,897$   3,487$   

  Net income 376        224        1,258     1,014     

  Share repurchase program (3) (207)       -             (207)       (413)       

  Dividends (55)         (47)         (222)       (191)       

Balance, end of period 4,726$   3,897$   4,726$   3,897$   

(1)  Includes GLT and BC Rail from May 10, 2004 and July 14, 2004, respectively.
(2)  For the three months and year ended December 31, 2004, the Company issued 0.7 million and 2.9 million common shares, 
    respectively, as a result of stock options exercised.   At December 31, 2004, the Company had 283.1 million common shares 
    outstanding.
(3)  As at December 31, 2004, under the Company's current share repurchase program, 4.0 million common shares have been 
    repurchased for $273 million, at an average price of $68.31 per share.

(Unaudited)

Three months ended Year ended
December 31 December 31

 



CANADIAN NATIONAL RAILWAY COMPANY 
CONSOLIDATED STATEMENT OF CASH FLOWS (U.S. GAAP) 
(In millions) 
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2004 (1) 2003 2004 (1) 2003

Operating activities

Net income 376$         224$        1,258$       1,014$    
Adjustments to reconcile net income to net cash provided from
  operating activities:
     Depreciation and amortization 154           138          602            560         
     Deferred income taxes 66             189          366            411         
     Equity in earnings of English Welsh and Scottish Railway (3)             3              4                (17)          
     Cumulative effect of change in accounting policy -               -               -                 (48)          
     Other changes in:
        Accounts receivable (93)           34            (233)           153         
        Material and supplies 18             24            10              (3)            
        Accounts payable and accrued charges 115           9              5                (96)          
        Other net current assets and liabilities (24)           (27)           21              (29)          
     Other 79             (6)             106            31           

Cash provided from operating activities 688           588          2,139         1,976      

Investing activities

Net additions to properties (365)         (347)         (1,072)        (1,043)     
Acquisition of BC Rail -               -               (984)           -              
Acquisition of GLT -               -               (547)           -              
Other, net 23             (27)           192            (32)          

Cash used by investing activities (342)         (374)         (2,411)        (1,075)     

Dividends paid (55)           (47)           (222)           (191)        

Financing activities

Issuance of long-term debt 1,353        1,380       8,277         4,109      
Reduction of long-term debt (1,381)      (1,553)      (7,579)        (4,141)     
Issuance of common shares 25             14            86              83           
Repurchase of common shares (273)         -               (273)           (656)        
Cash provided from (used by) financing activities (276)         (159)         511            (605)        

Net increase in cash and cash equivalents 15             8              17              105         

Cash and cash equivalents, beginning of period 132           122          130            25           

Cash and cash equivalents, end of period 147$         130$        147$          130$       

Supplemental cash flow information
   Net cash receipts from customers and other 1,740$      1,375$     6,501$       6,022$    
   Net cash payments for:
     Employee services, suppliers and other expenses (882)         (574)         (3,628)        (3,262)     
     Interest (83)           (82)           (282)           (325)        
     Workforce reductions (12)           (34)           (93)             (155)        
     Personal injury and other claims (28)           (35)           (106)           (126)        
     Pensions (34)           (46)           (161)           (92)          
     Income taxes (13)           (16)           (92)             (86)          
Cash provided from operating activities 688$         588$        2,139$       1,976$    

(1)  Includes GLT and BC Rail from May 10, 2004 and July 14, 2004, respectively.

(Unaudited)

Three months ended Year ended 
December 31 December 31



CANADIAN NATIONAL RAILWAY COMPANY 
SELECTED RAILROAD STATISTICS 
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2004 (1) 2003 2004 (1) 2003

Statistical operating data

Freight revenues ($ millions) 1,656 1,464 6,252 5,694
Gross ton miles (GTM) (millions) 88,636 83,600 332,807 313,593
Revenue ton miles (RTM) (millions) 46,215 43,840 175,355 162,901
Carloads (thousands) 1,260 1,064 4,654 4,177
Route miles (includes Canada and the U.S.) 19,304 17,544 19,304 17,544
Employees (end of period) 22,679 21,489 22,679 21,489
Employees (average during period) 23,043 21,918 22,470 22,012

Productivity

Operating ratio (%) 65.0 66.1 66.9 69.8
Freight revenue per RTM (cents) 3.58 3.34 3.57 3.50
Freight revenue per carload ($) 1,314 1,376 1,343 1,363
Operating expenses per GTM (cents) 1.27 1.20 1.32 1.31
Labor and fringe benefits expense per GTM (cents) 0.53 0.50 0.55 0.54
GTMs per average number of employees (thousands) 3,847 3,814 14,811 14,246
Diesel fuel consumed (U.S. gallons in millions) 103 99 391 374
Average fuel price ($/U.S. gallon) 1.43 1.12 1.30 1.21
GTMs per U.S. gallon of fuel consumed 861 844 851 838

Safety indicators

Injury frequency rate per 200,000 person hours 2.3 2.4 2.6 2.9
Accident rate per million train miles 1.7 2.1 1.6 2.0

Financial ratios

Debt to total capitalization ratio (% at end of period) 35.7 35.6 35.7 35.6

   
(1)  Includes GLT and BC Rail from May 10, 2004 and July 14, 2004, respectively.

   (Unaudited)

Year ended
December 31

Three months ended
December 31

 
 
Certain of the comparative statistical data and related productivity measures have been restated to reflect changes to estimated 
statistical data previously reported. 
 
 

 



CANADIAN NATIONAL RAILWAY COMPANY 
SUPPLEMENTARY INFORMATION    
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Variance Variance
2004 (1) 2003 Fav (Unfav) 2004 (1) 2003 Fav (Unfav)

Revenue ton miles (millions)

Petroleum and chemicals 8,344         7,968         5% 32,618       30,901        6% 
Metals and minerals 4,089         3,792         8% 16,421       13,876        18% 
Forest products 9,949         8,810         13% 38,414       34,516        11% 
Coal 3,534         3,254         9% 13,614       13,659        -
Grain and fertilizers 11,272       11,339       (1%) 39,965       35,556        12% 
Intermodal 8,185         7,832         5% 31,002       31,168        (1%)
Automotive 842            845            - 3,321         3,225          3% 

46,215       43,840       5% 175,355     162,901      8% 

Freight revenue / RTM (cents)

Total freight revenue per RTM 3.58           3.34           7% 3.57           3.50            2% 
Commodity groups:
Petroleum and chemicals 3.39           3.26           4% 3.44           3.42            1% 
Metals and minerals 4.70           3.69           27% 4.34           3.80            14% 
Forest products 3.89           3.61           8% 3.78           3.72            2% 
Coal 2.04           1.84           11% 2.09           1.91            9% 
Grain and fertilizers 2.63           2.50           5% 2.63           2.64            -
Intermodal 3.67           3.41           8% 3.60           3.53            2% 
Automotive 14.85         16.09         (8%) 15.36         16.28          (6%)

Carloads (thousands)

Petroleum and chemicals 161            155            4% 637            604             5% 
Metals and minerals 257            99              160% 809            396             104% 
Forest products 175            148            18% 653            594             10% 
Coal 122            111            10% 486            471             3% 
Grain and fertilizers 156            159            (2%) 572            548             4% 
Intermodal 314            313            - 1,202         1,276          (6%)
Automotive 75              79              (5%) 295            288             2% 

1,260         1,064         18% 4,654         4,177          11% 

Freight revenue / carload (dollars)

Total freight revenue per carload 1,314         1,376         (5%) 1,343         1,363          (1%)
Commodity groups:
Petroleum and chemicals 1,758         1,677         5% 1,763         1,752          1% 
Metals and minerals 747            1,414         (47%) 881            1,331          (34%)
Forest products 2,211         2,149         3% 2,224         2,162          3% 
Coal 590            541            9% 584            554             5% 
Grain and fertilizers 1,904         1,780         7% 1,841         1,712          8% 
Intermodal 955            853            12% 929            863             8% 
Automotive 1,667         1,722         (3%) 1,729         1,823          (5%)

(1)  Includes GLT and BC Rail from May 10, 2004 and July 14, 2004, respectively.

Three months ended December 31 Year ended December 31

   (Unaudited)

 
Certain of the comparative statistical data and related productivity measures have been restated to reflect changes to estimated 
statistical data previously reported. 



CANADIAN NATIONAL RAILWAY COMPANY 
SUPPLEMENTARY INFORMATION 
PROFORMA CONSOLIDATED STATEMENT OF INCOME (1) (U.S. GAAP) 
(In millions, except per share data) 
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Year ended
March 31 June 30 September 30 December 31 December 31

2004 2004 2004 2004 2004
(Unaudited)

Revenues
Petroleum and chemicals 279$               287$               301$                  283$                  1,150$               
Metals and minerals 172                 205                 203                    192                    772                    
Forest products 356                 401                 409                    387                    1,553                 
Coal 71                   77                   71                     72                     291                    
Grain and fertilizers 257                 272                 232                    297                    1,058                 
Intermodal 228                 287                 302                    300                    1,117                 
Automotive 130                 143                 112                    125                    510                    
Other items 64                   89                   89                     80                     322                    

1,557              1,761              1,719                1,736                6,773                 

Operating expenses
Labor and fringe benefits 463                 494                 469                    469                    1,895                 
Purchased services and material 216                 196                 191                    185                    788                    
Depreciation and amortization 154                 158                 153                    153                    618                    
Fuel 134                 132                 133                    151                    550                    
Equipment rents 60                   62                   63                     49                     234                    
Casualty and other 116                 108                 114                    122                    460                    

1,143              1,150              1,123                1,129                4,545                 

Operating income 414                 611                 596                   607                   2,228                 

Interest expense (93)                  (87)                  (82)                    (75)                    (337)                   
Other income (loss) (12)                  (23)                  (9)                      25                     (19)                     

Income before income taxes 309                 501                 505                   557                   1,872                 

Income tax expense (98)                  (163)                (158)                  (181)                  (600)                   

Net income 211$               338$               347$                 376$                 1,272$               

Operating ratio 73.4% 65.3% 65.3% 65.0% 67.1%

Diluted earnings per share 0.73$              1.17$              1.19$                1.29$                4.39$                 

Diluted weighted-average number of shares 288.8              289.2              290.8                290.7                289.9                 

(1)  The proforma figures reflect the Company's results of operations as if the Company had acquired GLT and BC Rail on January 1, 2004.
      

Three months ended 

(Unaudited)

 



CANADIAN NATIONAL RAILWAY COMPANY 
SUPPLEMENTARY PROFORMA INFORMATION (1)  
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Year ended
March 31 June 30 September 30 December 31 December 31

2004 2004 2004 2004 2004
(Unaudited)

Revenue ton miles (millions)

Petroleum and chemicals 8,220           8,093            8,408                  8,344                33,065        
Metals and minerals 4,403           4,492            4,348                  4,089                17,332        
Forest products 9,422           10,198          10,595                9,949                40,164        
Coal 3,457           3,427            3,256                  3,534                13,674        
Grain and fertilizers 10,053         10,001          8,796                  11,272              40,122        
Intermodal 6,990           7,737            8,090                  8,185                31,002        
Automotive 834              905               740                     842                   3,321          

43,379         44,853          44,233                46,215              178,680      

Freight revenue / RTM (cents)

Total freight revenue per RTM 3.44             3.73              3.69                    3.58                  3.61            

Commodity groups:

Petroleum and chemicals 3.39             3.55              3.58                    3.39                  3.48            
Metals and minerals 3.91             4.56              4.67                    4.70                  4.45            
Forest products 3.78             3.93              3.86                    3.89                  3.87            
Coal 2.05             2.25              2.18                    2.04                  2.13            
Grain and fertilizers 2.56             2.72              2.64                    2.63                  2.64            
Intermodal 3.26             3.71              3.73                    3.67                  3.60            
Automotive 15.59           15.80            15.14                  14.85                15.36          

Carloads (thousands)

Petroleum and chemicals 161              159               163                     161                   644             
Metals and minerals 225              263               257                     257                   1,002          
Forest products 172              177               180                     175                   704             
Coal 128              125               121                     122                   496             
Grain and fertilizers 143              143               132                     156                   574             
Intermodal 260              313               314                     314                   1,201          
Automotive 79                77                 64                       75                     295             

1,168           1,257            1,231                  1,260                4,916          

Freight revenue / carload (dollars)

Total freight revenue per carload 1,278           1,330            1,324                  1,314                1,312          

Commodity groups:
Petroleum and chemicals 1,733           1,805            1,847                  1,758                1,786          
Metals and minerals 764              779               790                     747                   770             
Forest products 2,070           2,266            2,272                  2,211                2,206          
Coal 555              616               587                     590                   587             
Grain and fertilizers 1,797           1,902            1,758                  1,904                1,843          
Intermodal 877              917               962                     955                   930             
Automotive 1,646           1,857            1,750                  1,667                1,729          

(1)  The proforma figures reflect the Company's results of operations as if the Company had acquired GLT and BC Rail on
    January 1, 2004.

Three months ended 

(Unaudited)



CANADIAN NATIONAL RAILWAY COMPANY 
NON-GAAP MEASURES 
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Adjusted performance measures 
The Company’s results of operations include items affecting the comparability of results. Management believes that non-
GAAP measures such as adjusted net income and the resulting adjusted performance measures for such items as operating 
income, operating ratio and per share data are useful measures of performance that can facilitate period-to-period 
comparisons as they exclude items that do not arise as part of the normal day-to-day operations or that could potentially 
distort the analysis of trends in business performance.  The exclusion of specified items in the adjusted measures below does 
not imply that they are necessarily non-recurring.  These adjusted measures do not have any standardized meaning prescribed 
by GAAP and may, therefore, not be comparable to similar measures presented by other companies.  The reader is advised to 
read all information provided in the Company's MD&A, Annual Consolidated Financial Statements and notes thereto.   

 The year ended December 31, 2003 included items impacting the comparability of the results of operations.  The 
Company recorded a fourth quarter deferred income tax expense of $79 million resulting from the enactment of higher 
corporate tax rates in the province of Ontario.  Also included in 2003 was a cumulative benefit of $75 million, $48 million 
after tax, resulting from a change in the accounting for removal costs for certain track structure assets pursuant to the 
requirements of Statement of Financial Accounting Standards (SFAS) No. 143, “Accounting for Asset Retirement Obligations.”  
The following table provides a reconciliation of adjusted net income (and resulting adjusted performance measures) to the 

Company’s net income (and resulting performance measures) reported in accordance with U.S. GAAP.  
 

(In millions, except per share data)

Rate  Change  Rate 
Reported enactment Adjusted Reported in policy enactment Adjusted

Revenues 1,512$          -$                 1,512$          5,884$        -$                -$                5,884$        
Operating expenses 1,000            -                   1,000            4,107          -                  -                  4,107          

Operating income 512             -                  512             1,777         -                 -                 1,777         -                   -                  
Interest expense (71)               -                   (71)               (315)            -                  -                  (315)            
Other income 8                   -                   8                   21               -                  -                  21               -                   -                  
Income before income taxes 
  and cumulative effect of 
  change in accounting policy 449               -                   449               1,483          -                  -                  1,483          

Income tax expense (225)             79                 (146)             (517)            -                  79               (438)            -                   -                  
Income before cumulative effect 
  of change in accounting policy 224               79                 303               966             -                  79               1,045          
Cumulative effect of change in
   accounting policy, net of 
   applicable taxes -                   -                   -                   48               (48)              -                  -                  

Net income 224$           79$             303$           1,014$       (48)$           79$            1,045$       

Operating ratio 66.1% 66.1% 69.8% 69.8%

Basic earnings per share 0.79$          1.06$          3.54$         3.65$         
Diluted earnings per share 0.78$          1.05$          3.49$         3.60$         

Reconciliation of adjusted performance measures

Three months ended December 31, 2003 Year ended December 31, 2003

 
 
 

 
 
 
 
 
 

 



CANADIAN NATIONAL RAILWAY COMPANY 
NON-GAAP MEASURES 
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Free cash flow 
The Company believes that free cash flow is a useful measure of performance as it demonstrates the Company’s ability to 
generate cash after the payment of capital expenditures and dividends.  Free cash flow does not have any standardized 
meaning prescribed by GAAP and may, therefore, not be comparable to similar measures presented by other companies.  The 
Company defines free cash flow as cash provided from operating activities, excluding changes in the level of accounts 
receivable sold under the securitization program, less investing activities and dividends paid, and adjusted for significant 
acquisitions as they are not indicative of normal day-to-day investments in the Company’s asset base, calculated as follows:  
 
 

In millions      2004 2003 2004 2003

Cash provided from operating activities 688$            588$            2,139$         1,976$         

Less:
  Investing activities (342)             (374)             (2,411)          (1,075)          
  Dividends paid (55)               (47)               (222)             (191)             

Cash provided (used) before financing activities 291              167              (494)             710              

Adjustments:
  Change in accounts receivable sold (20)               (44)               (12)               (132)             
  Acquisition of BC Rail -                   -                   984              -                   
  Acquisition of GLT -                   -                   547              -                   

Free cash flow 271$            123$            1,025$         578$            

Three months ended
December 31

Year ended
December 31

 




