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Forward-looking statements

Certain information included in this MD&A may be “forward-looking statements” within the meaning of the United States Private
Securities Litigation Reform Act of 1995 and under Canadian securities laws. CN cautions that, by their nature, forward-looking
statements involve risks, uncertainties and assumptions and implicit in these statements, particularly in respect of long-term
growth opportunities, is the Company’s assumption that such growth opportunities are less affected by the current situation in the
North American and global economies. The assumptions used by the Company to prepare its forward-looking statements,
although considered reasonable by the Company at the time of preparation, may not materialize. Such forward-looking statements
are not guarantees of future performance and involve known and unknown risks, uncertainties and other factors which may cause
the actual results or performance of the Company or the rail industry to be materially different from the outlook or any future
results or performance implied by such statements. Such factors include the effects of the recession in the North American
economy and the contraction in the global economy in 2009, the specific risks set forth below as well as other risks detailed from
time to time in reports filed by the Company with securities regulators in Canada and the United States.

Business risks

In the normal course of business, the Company is exposed to various business risks and uncertainties that can have an effect on the
Company'’s results of operations, financial position, or liquidity. While some exposures may be reduced by the Company’s risk
mitigation strategies, many risks are driven by external factors beyond the Company’s control or are of a nature which cannot be
eliminated. The following is a discussion of key areas of business risks and uncertainties.

Competition

The Company faces significant competition from rail carriers and other modes of transportation, and is also affected by its
customers’ flexibility to select among various origins and destinations, including ports, in getting their products to market.
Specifically, the Company faces competition from Canadian Pacific Railway Company (CP), which operates the other major rail
system in Canada and services most of the same industrial areas, commodity resources and population centers as the Company;
major U.S. railroads and other Canadian and U.S. railroads; long-distance trucking companies, and transportation via the St.
Lawrence-Great Lakes Seaway and the Mississippi River. Competition is generally based on the quality and the reliability of the
service provided, access to markets, as well as price. Factors affecting the competitive position of customers, including exchange
rates and energy cost, could materially adversely affect the demand for goods supplied by the sources served by the Company and,
therefore, the Company’s volumes, revenues and profit margins. Factors affecting the general market conditions for our customers,
including the current situation in the North American and global economies, can result in an imbalance of transportation capacity
relative to demand. An extended period of supply/demand imbalance could negatively impact market rate levels for all
transportation services, and more specifically the Company’s ability to maintain or increase rates. This, in turn, could materially and
adversely affect the Company’s business, results of operations or financial position.

The significant consolidation of rail systems in the United States has resulted in larger rail systems that are able to offer seamless
services in larger market areas and accordingly, compete effectively with the Company in numerous markets. This consolidation
requires the Company to consider arrangements or other initiatives that would similarly enhance its own service.

There can be no assurance that the Company will be able to compete effectively against current and future competitors in the
transportation industry and that further consolidation within the transportation industry will not adversely affect the Company’s
competitive position. No assurance can be given that competitive pressures will not lead to reduced revenues, profit margins or
both.
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Environmental matters

The Company’s operations are subject to numerous federal, provincial, state, municipal and local environmental laws and
regulations in Canada and the United States concerning, among other things, emissions into the air; discharges into waters; the
generation, handling, storage, transportation, treatment and disposal of waste, hazardous substances and other materials;
decommissioning of underground and above-ground storage tanks; and soil and groundwater contamination. A risk of
environmental liability is inherent in railroad and related transportation operations; real estate ownership, operation or control;
and other commercial activities of the Company with respect to both current and past operations. As a result, the Company incurs
significant compliance and capital costs, on an ongoing basis, associated with environmental regulatory compliance and clean-up
requirements in its railroad operations and relating to its past and present ownership, operation or control of real property.

While the Company believes that it has identified the compliance and capital costs likely to be incurred in the next several
years, newly discovered facts, changes in law, the possibility of future spills and releases of hazardous materials into the
environment and the Company’s ongoing efforts to identify potential environmental liabilities that may be associated with its
properties, may result in additional environmental liabilities and related costs.

In railroad and related transportation operations, it is possible that derailments or other accidents, including spills and releases
of hazardous materials, may occur that could cause harm to human health or to the environment. In addition, the Company is also
exposed to potential catastrophic liability risk, faced by the railroad industry generally, in connection with the transportation of
toxic-by-inhalation hazardous materials such as chlorine and anhydrous ammonia, commodities that the Company may be required
to transport to the extent of its common carrier obligations. As a result, the Company may incur costs in the future, which may be
material, to address any such harm, compliance with laws or other risks, including costs relating to the performance of clean-ups,
payment of environmental penalties and remediation obligations, and damages relating to harm to individuals or property.

The environmental liability for any given contaminated site varies depending on the nature and extent of the contamination,
the available clean-up techniques, the Company’s share of the costs and evolving regulatory standards. As such, the ultimate cost
of addressing known contaminated sites cannot be definitively established. Also, additional contaminated sites yet unknown may
be discovered or future operations may result in accidental releases.

While some exposures may be reduced by the Company’s risk mitigation strategies (including periodic audits, employee
training programs and emergency plans and procedures), many environmental risks are driven by external factors beyond the
Company’s control or are of a nature which cannot be completely eliminated. Therefore, there can be no assurance,
notwithstanding the Company’s mitigation strategies, that liabilities or costs related to environmental matters will not be incurred
in the future or that environmental matters will not have a material adverse effect on the Company’s results of operations, financial
position or liquidity, in a particular quarter or fiscal year.

Personal injury and other claims

The Company becomes involved, from time to time, in various legal actions, including actions brought on behalf of various
purported classes of claimants and claims relating to personal injuries, occupational disease, and property damage, arising out of
harm to individuals or property allegedly caused by, but not limited to, derailments or other accidents. The Company maintains
provisions for such items, which it considers to be adequate for all of its outstanding or pending claims. The final outcome with
respect to actions outstanding or pending at September 30, 2009, or with respect to future claims, cannot be predicted with
certainty, and therefore there can be no assurance that their resolution will not have a material adverse effect on the Company’s
results of operations, financial position or liquidity, in a particular quarter or fiscal year.

Labor negotiations

Canadian workforce

As at September 30, 2009, CN employed a total of 14,796 employees in Canada, of which 11,353 were unionized employees. From
time to time, the Company negotiates to renew collective agreements with various unionized groups of employees. In such cases,
the agreements remain in effect until the bargaining process has been exhausted.
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On November 14, 2008, the Teamsters Canada Rail Conference (TCRC) served a Notice to Bargain on CN, in order to reopen the
collective agreements of the conductors, trainpersons and yard persons (CTY) that were imposed by virtue of federal back-to-work
legislation to resolve the labor dispute between the United Transportation Union (UTU) and CN in 2007. In the Company's view,
these agreements are binding on the TCRC, the successor bargaining agent to the UTU, until they expire on July 22, 2010. The TCRC
filed a complaint with the Canada Industrial Relations Board (CIRB), challenging the Company's position. The complaint was
dismissed on June 11, 2009. The TCRC is now asking the Federal Court of Appeal to reverse this decision.

On January 30, 2009, the TCRC filed an application requesting the CIRB to consolidate the bargaining units for which they hold
a certificate (conductors, locomotive engineers and train dispatchers). The CIRB dismissed the application on April 1, 2009. The
TCRC asked the CIRB to reconsider its decision, which was declined on July 8, 2009. The TCRC also filed an application in the
Federal Court of Appeal to have the initial CIRB decision set aside.

The collective agreements between CN and the TCRC, covering approximately 1,500 locomotive engineers in one bargaining
unit, and approximately 200 rail traffic controllers in a separate bargaining unit, expired on December 31, 2008. Negotiations,
which commenced in September 2008, are ongoing to renew these collective agreements. At CN’'s request, the Minister of Labour
appointed two conciliation officers to assist the parties in their negotiations for the renewal of the locomotive engineers’
agreements. No agreement was reached during the conciliation process. Although the conciliators’ mandate was concluded, the
Minister re-appointed them as mediators in order to continue to assist the parties in their negotiations. Effective October 9, 2009,
the parties have acquired the right to strike or lockout, subject to the appropriate advance legal notice. However, at this time the
parties have set dates to pursue their negotiations.

There can be no assurance that the Company will be able to renew and have its collective agreements ratified without any strikes
or lockouts or that the resolution of these collective bargaining negotiations will not have a material adverse effect on the
Company'’s results of operations or financial position.

U.S. workforce
As at September 30, 2009, CN employed a total of 6,783 employees in the United States, of which 5,569 were unionized
employees.

As of October 2009, the Company had in place agreements with bargaining units representing the entire unionized workforce
at Grand Trunk Western Railroad Company (GTW); Duluth, Winnipeg and Pacific Railway Company (DWP); lllinois Central Railroad
Company (ICRR); companies owned by CCP Holdings, Inc. (CCP); Duluth, Missabe & Iron Range Railway Company (DMIR); Bessemer
& Lake Erie Railroad Company (BLE); The Pittsburgh and Conneaut Dock Company (PCD); Elgin, Joliet & Eastern Railway Company
(EJE); and all but one of the unions at companies owned by Wisconsin Central Transportation Corporation (WC). The WC
dispatchers became represented in May 2008 and are currently in the process of negotiating their first agreement. Agreements in
place have various moratorium provisions, ranging from 2004 to 2014, which preserve the status quo in respect of given areas
during the terms of such moratoriums. Several of these agreements are currently under renegotiation.

The general approach to labor negotiations by U.S. Class I railroads is to bargain on a collective national basis. GTW, DWP,
ICRR, CCP, WC, DMIR, BLE, PCD and EJE have bargained on a local basis rather than holding national, industry-wide negotiations
because they believe it results in agreements that better address both the employees’ concerns and preferences, and the railways’
actual operating environment. However, local negotiations may not generate federal intervention in a strike or lockout situation,
since a dispute may be localized. The Company believes the potential mutual benefits of local bargaining outweigh the risks.

Negotiations are ongoing with the bargaining units with which the Company does not have agreements or settlements. Until
new agreements are reached or the processes of the Railway Labor Act have been exhausted, the terms and conditions of existing
agreements generally continue to apply.

There can be no assurance that there will not be any work action by any of the bargaining units with which the Company is
currently in negotiations or that the resolution of these negotiations will not have a material adverse effect on the Company’s
results of operations or financial position.
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Regulation

The Company’s rail operations in Canada are subject to (i) economic regulation by the Canadian Transportation Agency (the
Agency) under the Canada Transportation Act (the CTA), and (ii) safety regulation by the federal Minister of Transport under the
Railway Safety Act and certain other statutes. The Company’s U.S. rail operations are subject to (i) economic regulation by the STB
and (ii) safety regulation by the Federal Railroad Administration (FRA).

Economic regulation — Canada
The following actions have been taken by the federal government:

(i) In February 2008, the Agency adjusted the index used to determine the maximum railway revenue entitlement that railways can
earn on the movement of regulated grain produced in western Canada, to reflect costs incurred by CN and CP for the maintenance
of hopper cars.

(ii) Bill C-8, entitled An Act to amend the Canada Transportation Act (railway transportation) became law on February 28, 2008,
and extends the availability of the Final Offer Arbitration recourse to groups of shippers and adds new shipper recourse to the
Agency in respect of charges for incidental services provided by a railway company other than transportation services.

(i) On August 12, 2008, Transport Canada announced the Terms of Reference for the Rail Freight Service Review to examine the
services offered by CN and CP to Canadian shippers and customers. The review will be conducted in two phases. Phase 1, which is
currently underway, consists of analytical work to achieve a better understanding of the state of the rail service. Phase 2 involves
the appointment of a panel that will develop recommendations in consultation with stakeholders and submit a final report to the
Minister of Transport and Infrastructure. The panel members were appointed on September 23, 2009 and their final report is
expected to be submitted in mid-2010.

No assurance can be given that any current or future legislative action by the federal government or other future government
initiatives will not materially adversely affect the Company's results of operations or financial position.

Economic regulation — U.S.

Various business transactions must gain prior regulatory approval, with attendant risks and uncertainties. The Company is also
subject to government oversight with respect to rate, service and business practice issues. The STB has completed the following
recent proceedings:

(i) A review of the practice of rail carriers, including the Company and the majority of other large railroads operating within the
U.S., of assessing a fuel surcharge computed as a percentage of the base rate for service, whereby the STB directed carriers to
adjust their fuel surcharge programs on a basis more closely related to the amount of fuel consumed on individual movements. The
Company implemented a mileage-based fuel surcharge, effective April 26, 2007, to conform to the STB's decision.

(ii) A review of rate dispute resolution procedures, whereby the STB modified its rate guidelines for handling medium-sized and
smaller rate disputes.

(iii) A review that changed the methodology for calculating the cost of equity component of the industry cost of capital that is
used to determine carrier revenue adequacy and in rate, abandonment and other regulatory proceedings.

As part of the Passenger Rail Investment and Improvement Act of 2008, the U.S. Congress has authorized the STB to investigate
any railroad over whose track Amtrak operates that fails to meet an 80 percent on-time performance standard extending over two
calendar quarters for Amtrak operations and to determine the cause of such failures. If the STB determines that a failure to meet
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these standards is due to the host railroad’s failure to provide preference to Amtrak, the STB is authorized to assess damages
against the host railroad. The FRA is responsible for the metrics and standards to be used by the STB in assessing Amtrak’s
performance.

The U.S. Congress has had under consideration for several years various pieces of legislation that would increase federal
economic regulation of the railroad industry. Legislation to repeal the railroad industry’s limited antitrust exemptions has been
introduced in 2009 in both Houses of Congress. The Senate Judiciary Committee approved its version of the legislation in March
2009, and the House Judiciary Committee approved its antitrust bill in September 2009. Broader legislation to modify the system
of economic regulation of the railroad industry is expected to be introduced in both Houses of Congress in the near future.

The Company’s ownership of the former Great Lakes Transportation vessels is subject to regulation by the U.S. Coast Guard
and the Department of Transportation, Maritime Administration, which regulate the ownership and operation of vessels operating
on the Great Lakes and in U.S. coastal waters. In addition, the Environmental Protection Agency (EPA) has authority to regulate air
emissions from these vessels. On August 28, 2009, the EPA issued a proposed rule to extend an ongoing rulemaking to limit sulfur
emissions for ocean-going vessels to operations in the Great Lakes. The EPA’s currently proposed rule would have an adverse
impact on our Great Lakes Fleet operations. The Company’s U.S.-flag vessel operator filed comments on September 28, 2009 in the
proceeding. In addition, the U.S. Coast Guard on August 28, 2009 proposed to amend its regulations on ballast water
management; the Company’s U.S.-flag vessel operator will be participating in this rulemaking proceeding.

No assurance can be given that these or any future regulatory initiatives by the U.S. federal government will not materially
adversely affect the Company’s results of operations, or its competitive and financial position.

Safety regulation - Canada
Rail safety regulation in Canada is the responsibility of Transport Canada, which administers the Canadian Railway Safety Act, as
well as the rail portions of other safety-related statutes. The following action has been taken by the federal government:

A full review of the Railway Safety Act was conducted by the Railway Safety Act Review Panel and the Panel’s report has been
tabled in the House of Commons. The Report includes more than 50 recommendations to improve rail safety in Canada but
concludes that the current framework of the Railway Safety Act is sound. The recommendations propose amendments to the act in
a number of areas including governance, regulatory framework and proximity issues. The Company will be participating in the Rail
Safety Advisory Committee to be created by the Minister of Transport.

Safety regulation - U.S.

Rail safety regulation in the U.S. is the responsibility of the FRA, which administers the Federal Railroad Safety Act, as well as the
rail portions of other safety statutes. In 2008, the U.S. federal government enacted legislation reauthorizing the Federal Railroad
Safety Act. This legislation covers a broad range of safety issues, including fatigue management, positive train control (PTC), grade
crossings, bridge safety, and other matters. The legislation requires all Class I railroads and intercity passenger and commuter
railroads to implement a PTC system by December 31, 2015 on mainline track where intercity passenger railroads and commuter
railroads operate and where toxic-by-inhalation hazardous materials are transported. The Company is currently analyzing the
impact of this requirement on its network and taking steps to ensure implementation in accordance with the new law. The
legislation also would cap the number of on-duty and limbo time hours for certain rail employees on a monthly basis. The
Company is taking appropriate steps to ensure that its operations conform to the new requirements. The Company is currently
evaluating the financial and operational implications of this legislation.
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Security

The Company is subject to statutory and regulatory directives in the United States addressing homeland security concerns. In the
U.S., safety matters related to security are overseen by the Transportation Security Administration (TSA), which is part of the U.S.
Department of Homeland Security (DHS) and the Pipeline and Hazardous Materials Safety Administration (PHMSA), which, like the
FRA, is part of the U.S. Department of Transportation. Border security falls under the jurisdiction of U.S. Customs and Border
protection (CBP), which is part of the DHS. In Canada, the Company is subject to regulation by the Canada Border Services Agency
(CBSA). More specifically, the Company is subject to:

(i) Border security arrangements, pursuant to an agreement the Company and CP entered into with the CBP and the CBSA.

(i) The CBP's Customs-Trade Partnership Against Terrorism (C-TPAT) program and designation as a low-risk carrier under CBSA's
Customs Self-Assessment (CSA) program.

(iii) Regulations imposed by the CBP requiring advance notification by all modes of transportation for all shipments into the United
States. The CBSA is also working on similar requirements for Canada-bound traffic.

(iv) Inspection for imported fruits and vegetables grown in Canada and the agricultural quarantine and inspection (AQI) user fee for
traffic entering the U.S. from Canada.

The Company has worked with the Association of American Railroads to develop and put in place an extensive industry-wide
security plan to address terrorism and security-driven efforts by state and local governments seeking to restrict the routings of
certain hazardous materials. If such state and local routing restrictions were to go into force, they would be likely to add to security
concerns by foreclosing the Company’s most optimal and secure transportation routes, leading to increased yard handling, longer
hauls, and the transfer of traffic to lines less suitable for moving hazardous materials, while also infringing upon the exclusive and
uniform federal oversight over railroad security matters.

Transportation of hazardous materials
The Company may be required to transport toxic-by-inhalation (TIH) hazardous materials to the extent of its common carrier
obligations and, as such, is exposed to additional regulatory oversight.

(i) Beginning in 2009, the PHMSA requires carriers operating in the U.S. to report annually the volume and route-specific data for
cars containing these commodities; conduct a safety and security risk analysis for each used route; identify a commercially
practicable alternative route for each used route; and select for use the practical route posing the least safety and security risk.

(ii) The TSA has issued regulations that, beginning December 26, 2008, require rail carriers to provide upon request, within five
minutes for a single car and 30 minutes for multiple cars, location and shipping information on cars on their networks containing
TIH materials and certain radioactive or explosive materials; and beginning April 1, 2009, ensure the secure, attended transfer of all
such cars to and from shippers, receivers and other carriers that will move from, to, or through designated high-threat urban areas.

(iii) The PHMSA has issued regulations, effective March 14, 2009, revising standards to enhance the crashworthiness protection of
tank cars used to transport TIH and to limit the operating conditions of such cars.

(iv) In Canada, the government amended the Transportation of Dangerous Goods Act on June 16, 2009. The amendments require
security training and screening of personnel working with dangerous goods. The amendments also enable the development of a
program to require a transportation security clearance for dangerous goods and enable the establishment of regulations requiring
that dangerous goods be tracked during transport.
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While the Company will continue to work closely with the CBSA, CBP, and other Canadian and U.S. agencies, as described above,
no assurance can be given that these and future decisions by the U.S., Canadian, provincial, state, or local governments on
homeland security matters, legislation on security matters enacted by the U.S. Congress, or joint decisions by the industry in
response to threats to the North American rail network, will not materially adversely affect the Company’s results of operations, or
its competitive and financial position.

Other risks

Economic conditions

The Company, like other railroads, is susceptible to changes in the economic conditions of the industries and geographic areas that
produce and consume the freight it transports or the supplies it requires to operate. In addition, many of the goods and
commodities carried by the Company experience cyclicality in demand. Many of the bulk commodities the Company transports
move offshore and are affected more by global rather than North American economic conditions. Adverse North American and
global economic conditions such as the recent recession, or economic or industrial restructuring, that affect the producers and
consumers of the commodities carried by the Company, including customer insolvency, may have a material adverse effect on the
volume of rail shipments carried by the Company, and thus materially and negatively affect its results of operations, financial
position, or liquidity.

Trade restrictions
Global as well as North American trade conditions, including trade barriers on certain commodities, may interfere with the free
circulation of goods across Canada and the United States.

Terrorism and international conflicts

Potential terrorist actions can have a direct or indirect impact on the transportation infrastructure, including railway infrastructure
in North America, and interfere with the free flow of goods. International conflicts can also have an impact on the Company’s
markets.

Customer credit risk

In the normal course of business, the Company monitors the financial condition and credit limits of its customers and reviews the
credit history of each new customer. Although the Company believes there are no significant concentrations of credit risk, the
current economic conditions have affected many of the Company’s customers, in particular those in the automotive and forest
products sectors, and have thus resulted in an increase to the Company’s credit risk and exposure to business failures of its
customers. To manage its credit risk, the Company’s focus is on keeping the average daily sales outstanding within an acceptable
range, and working with customers to ensure timely payments, and in certain cases, requiring financial security, including letters of
credit. A widespread deterioration of customer credit and business failures of customers could have a material adverse effect on
the Company's results of operations, financial position or liquidity.

Pension funding

Overall return in the capital markets and the level of interest rates affect the funded status of the Company's pension plans,
particularly the Company’s main pension plan, the CN Pension Plan (the “CN Plan”). For all pension plans, the funded status is
calculated under generally accepted accounting principles. For the Company’s Canadian pension plans, the funded status is also
calculated under a solvency or wind-up scenario under guidance issued by the Canadian Institute of Actuaries (CIA). Adverse
changes with respect to pension plan returns and the level of interest rates from the date of the last actuarial valuation may have a
material adverse effect on the Company’s results of operations, financial position or liquidity by significantly increasing future
pension contributions. The Company’s funding requirements, as well as the impact on the results of operations, are determined
upon completion of actuarial valuations, which for the Company’s Canadian pension plans, are generally required by law on a
triennial basis or when deemed appropriate by the Office of the Superintendent of Financial Institutions (OSFI). Based on the last
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actuarial valuation of the Company’s main pension plan, the CN Plan, filed by the Company as at December 31, 2007, as well as
the latest actuarial valuations of its other plans, the Company expects to make contributions of approximately $130 million in 2009
for all its pension plans. The Company may be required by OSFI to file an actuarial valuation for the CN Plan as at December 31,
2008. In such event, the actuarial valuation could indicate a funding deficit under a solvency or wind-up scenario as calculated
under the guidance issued by the CIA. As a result, the Company’s future contributions could significantly increase. The CIA allows
for any funding deficit to be paid over a number of years and resets the funding requirements at each valuation date. Should the
Company be required by OSFI to file its 2008 actuarial valuation in 2009, the Company expects cash from operations and its other
sources of financing to be sufficient to meet its funding obligation.

Availability of qualified personnel

The Company, like other railway companies in North America, may experience demographic challenges in the employment levels of
its workforce. Changes in employee demographics, training requirements and the availability of qualified personnel could
negatively impact the Company’s ability to meet demand for rail service. The Company monitors employment levels to ensure that
there is an adequate supply of personnel to meet rail service requirements. However, the Company’s efforts to attract and retain
qualified personnel may be hindered by specific conditions in the job market. No assurance can be given that demographic or
other challenges will not materially adversely affect the Company’s results of operations or its financial position.

Fuel costs

The Company, like other railroads, is susceptible to the volatility of fuel prices due to changes in the economy or supply
disruptions. Rising fuel prices could materially adversely affect the Company’s expenses. As such, CN has implemented a fuel
surcharge program with a view of offsetting the impact of rising fuel prices. The surcharge applied to customers is determined in
the second calendar month prior to the month in which it is applied, and is calculated using the average monthly price of West-
Texas Intermediate crude oil (WTI) for revenue-based tariffs and On-Highway Diesel (OHD) for mileage-based tariffs. Increases in
fuel prices or supply disruptions may materially adversely affect the Company’s results of operations, financial position or liquidity.

Foreign exchange

The Company conducts its business in both Canada and the U.S. and as a result, is affected by currency fluctuations. Based on the
Company'’s current operations, the estimated annual impact on net income of a year-over-year one-cent change in the Canadian
dollar relative to the U.S. dollar is approximately $5 million. Changes in the exchange rate between the Canadian dollar and other
currencies (including the U.S. dollar) make the goods transported by the Company more or less competitive in the world
marketplace and thereby further affect the Company’s revenues and expenses.

Reliance on technology

The Company relies on information technology in all aspects of its business. While the Company has a disaster recovery plan in
place, a significant disruption or failure of its information technology systems could result in service interruptions, safety failures,
security violations, regulatory compliance failures and the inability to protect corporate information and assets against intruders or
other operational difficulties and, as such, could adversely affect the Company’s results of operations, financial position or liquidity.

Transportation network disruptions

Due to the integrated nature of the North American freight transportation infrastructure, the Company’s operations may be
negatively affected by service disruptions of other transportation links such as ports and other railroads which interchange with the
Company. A significant prolonged service disruption of one or more of these entities could have an adverse effect on the
Company'’s results of operations, financial position or liquidity.
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Weather and climate change

The Company’s success is dependent on its ability to operate its railroad efficiently. Severe weather and natural disasters, such as
extreme cold, flooding, drought and hurricanes, can disrupt operations and service for the railroad, including affecting the
performance of locomotives and rolling stock, as well as disrupt operations for the Company’s customers. Climate change,
including the impact of global warming, could increase the frequency of adverse weather events, which can disrupt the Company's
operations, damage its infrastructure or properties, or otherwise have a material adverse effect on the Company’s results of
operations, financial position or liquidity. In addition, although the Company believes that the growing support for climate change
legislation is likely to result in changes to the regulatory framework in Canada and the U.S., it is difficult to predict the timing or
the specific composition of such changes, and their impacts on the Company at this time. Restrictions, caps, and/or taxes on the
emission of greenhouse gasses, including diesel exhaust, could significantly increase the Company's capital and operating costs or
affect the markets for, or the volume of, the goods the Company carries.

Freight forwarding

CN WorldWide International, the Company’s international freight-forwarding subsidiary, was formed to leverage existing non-rail
capabilities. This subsidiary operates in a highly competitive market and no assurance can be given that the expected benefits will
be realized given the nature and intensity of the competition in that market.

Depreciation understated due to current asset replacement cost

U.S. generally accepted accounting principles require the use of historical cost as the basis of reporting in financial statements. As a
result, the cumulative effect of inflation, which has significantly increased asset replacement costs for capital-intensive companies
such as CN, is not reflected in operating expenses. Depreciation charges on an inflation-adjusted basis, assuming that all operating
assets are replaced at current price levels, would be substantially greater than historically reported amounts.
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