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Incentive Plan Awards – Value Vested or Earned During the Year
The following table shows the value from incentive plans vested or earned by NEOs under the Company’s incentive plans and the 
annual incentive bonus payout during the fi nancial year ended December 31, 2009. 

NAME

OPTION-BASED 
AWARDS – VALUE 

VESTED DURING 
THE YEAR

($)

SHARE-BASED 
AWARDS – VALUE 

VESTED DURING 
THE YEAR

($)

NON-EQUITY 
INCENTIVE PLAN 

COMPENSATION – VALUE 
EARNED DURING 

THE YEAR
($) 

E. Hunter Harrison 566,207 8,249,219 2,681,528

Claude Mongeau 181,186 1,678,778 420,610

Luc Jobin 0 0 234,163

Keith E. Creel 81,534 1,324,777 400,957

Sean Finn 72,475 498,514 377,414

James M. Foote 181,186 1,426,218 344,833

(1) The value of the potential gains from options granted under the Management Long-Term Incentive Plan in 2005, 2006, 2007 and 2008 that have vested during the fi nancial year. These grants 
all vest over four years, with 25% per year on each anniversary date (see section “Management Long-Term Incentive Plan” for a description of the plan). The potential gains are calculated as 
the difference between the closing price of the common shares on each of the option grant vesting dates in 2009 and the exercise price, converted when applicable using the exchange rate 
on such vesting date (see “Currency Exchange Information” on page 55). This value has not been, and may never be, realized. The actual gains, if any, will depend on the value of the common 
shares on the date of exercise.

(2) Includes restricted share units granted in 2007 that have vested on December 31, 2009 under the Restricted Share Units Plan (see page 38, section “Restricted Share Units: 2007 Award 
Payout” for a description of the plan). The value shown in the table has been calculated by multiplying the number of share units granted by the performance vesting factor of 103.5% and by 
the closing price of the common shares on December 31, 2009 on the TSX (CAD$57.34). As provided under the plan, the actual payout to the eligible executives has been made in February 
2010, based on the 20-day average closing share price ending on January 30, 2010 (CAD$56.08/US$53.80). 

(3) Represents the amount of bonus earned under the Annual Incentive Bonus Plan for the fi nancial year ending on December 31, 2009 and paid on February 18, 2010.
(4) Also includes the “company-matched” deferred share units allocated to an executive following the deferral of compensation in previous years that have vested during the year (see page 48, 

section “Deferred Compensation Plans” for a description of the Voluntary Incentive Deferral Plan). The value is calculated based on the number of deferred share units vested multiplied by the 
closing price of the common shares on each day of the respective vesting dates in 2009. 

(1) (2) (3)

(4)

(4)

(4)

Management Long-Term Incentive Plan
The Management Long-Term Incentive Plan (the “Plan”) was 
approved by the Company Shareholders on May 7, 1996 and 
amended on April 28, 1998, April 21, 2005, April 24, 2007 and 
on March 4, 2008.

Eligible participants under the Plan are employees of the 
Company or its affi liates as determined by the Board of 
Directors. Pursuant to an amendment approved by the Board 
of Directors on March 8, 2005, grants can no longer be made 
to non-executive Board directors under the Plan. While they 
remain as participants in the Plan for previous grants, the last 
time non-executive Board directors received options was in 
2002. The maximum number of common shares that may 
be issued under the Plan is 60,000,000. The following table 
provides information on the status of the reserve and the 
number of shares issued and issuable under the Plan, as at 
February 26, 2010.

O P T I O N S  O U T S TA N D I N G  A N D  AVA I L A B L E 

F O R  G R A N T  O N  F E B R UA R Y  2 6 ,  2 0 1 0 

# COMMON 
SHARES

% OF OUTSTANDING 
COMMON SHARES

Options already granted 
and outstanding 11,248,811 2.39

Options issuable under the Plan 11,623,997 2.47

Shares issued following the exercise 
of options 37,127,192 7.89

The following table presents information concerning stock 
options granted under the Management Long-Term Incentive 
Plan as of the end of the respective years.

2009 2008

Number of stock options granted 1,230,150 902,700

Number of employees who were 
granted stock options 192 189

Number of stock options 
outstanding as of year-end 11,497,210 13,052,905

Average weighted exercise price 
of stock options outstanding CAD$31.05 CAD$29.16

Number of stock options granted 
as a % of outstanding shares 0.26% 0.19%

Number of stock options exercised 2,760,968 2,299,323

The maximum number of common shares that may be issued 
and/or be the subject of a grant to any one participant in a 
particular year is 20% of the awards in that year. The maximum 
aggregate number of common shares, with regard to which 
awards may be made to any participant under the Plan and 
under any other plan which the Company has or may eventually 
have, shall not exceed 5% of the common shares issued and 
outstanding. Also pursuant to the March 8, 2005 amendment, 
the maximum number of common shares with regard to which 
awards may be made during a calendar year is limited to 1% 
of the outstanding common shares at the beginning of that 
year. As demonstrated in the table above, the number of stock 
options granted is well below the 1% limitation. Options are 
non-transferable except, in certain circumstances, upon the 
death of the holder of such options.
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S T O C K  O P T I O N S  F E AT U R E S

Exercise price At least equal to the closing share price of the common 
shares on the TSX or the NYSE on the grant date, 
granted in the same currency as the recipient’s salary.

Option period Ten years

Vesting criteria • Options may become exercisable upon anniversary 
date (“conventional options”) and/or upon meeting 
performance targets (“performance options”) as 
established for each grant.

• Since 2005, grants have been of conventional 
options, which vest over four years, 25% on each 
anniversary.

Termination 
conditions

• Stock options shall be cancelled upon the 
termination of a participant’s employment for 
cause or if the participant voluntarily terminates 
employment. 

• In the event that a participant’s employment is 
terminated by the Company other than for cause, 
all stock options held by such participant shall be 
cancelled three months after termination of the 
participant’s employment. 

• In the case of retirement, options are cancelled three 
years after the retirement date. 

• In the event of a participant’s death, all available 
options may be exercised by the estate for a period 
of twelve months. 

These conditions are subject to the discretion of 
the Committee.

At the 2007 annual meeting, shareholders approved an 
ordinary resolution confi rming the addition of new amendment 
provisions to the Plan. Such amendment provisions state that 
the Board of Directors or the Committee, as provided in the 
Plan or pursuant to a specifi c delegation and in accordance 
with applicable legislation and regulations, may amend any 
of the provisions of the Plan or suspend or terminate the 
Plan or amend the terms of any then outstanding award of 
options under the Plan (“Options”) provided, however, that 
the Company shall obtain shareholder approval for:

 i.  any amendment to the maximum number of common 
shares issuable under the Plan, except for adjustments in 
the event that such shares are subdivided, consolidated, 
converted or reclassifi ed by the Company or that any other 
action of a similar nature affecting such shares is taken by 
the Company (a “Share Adjustment”);

 ii.  any amendment which would allow non-employee 
directors to be eligible for new awards under the Plan;

 iii.  any amendment which would permit any Option granted 
under the Plan to be transferable or assignable other than 
by will or pursuant to succession laws (estate settlements);

 iv.  the addition of a cashless exercise feature, payable in 
cash or common shares, which does not provide for a full 
deduction of the number of underlying shares from the 
Plan reserve;

 v.  the addition in the Plan of deferred or restricted share 
unit provisions or any other provisions which result in 
participants receiving common shares while no cash 
consideration is received by the Company;

 vi.  any reduction in the exercise price of an Option after 
the Option has been granted to a participant or any 
cancellation of an Option and the substitution of that 
Option by a new Option with a reduced exercise price 
granted to the same participant, except in the case of 
a Share Adjustment;

 vii.  any extension to the term of an outstanding Option 
beyond the original expiry date, except in the case of 
an extension due to a blackout period;

 viii.  any increase to the maximum number of common 
shares that may be issued:

  a.  under the Plan to any one participant during any 
calendar year; or 

  b.  under the Plan and under any other plan to any one 
participant; and

 ix.  the addition in the Plan of any form of fi nancial assistance 
and any amendment to a fi nancial assistance provision 
which is more favourable to participants.

No amendment, suspension or termination shall, except with 
the written consent or the deemed consent of the participants 
concerned, affect the terms and conditions of Options 
previously granted under the Plan, unless the rights of the 
participants shall then have terminated in accordance with 
the Plan.

On March 4, 2008, the Plan was amended to include a “double 
trigger provision”. Pursuant to such provisions, provided that 
a proper substitute is granted, the vesting of non-performance-
based options held by a participant would not accelerate 
upon a Change of Control, unless the participant is terminated 
without cause or resigns for good reason. Please refer to 
“Change of Control Provision” on page 40 for more details 
on such amendment.
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Deferred Compensation Plans 
The Company introduced, in 2002, its Voluntary Incentive 
Deferral Plan. This plan allows NEOs and other senior 
management employees to elect to defer up to 100% of 
their annual bonus, restricted share unit payouts and other 
amounts paid under an eligible incentive plan (as approved 
by the Board of Directors) into deferred share units (“DSUs”) 
payable in cash upon retirement or termination of employment. 
A deferred share unit is equivalent to a common share of the 
Company and earns notional dividends, which are re-invested 
into additional deferred share units, when cash dividends are 
paid on the Company’s common shares. The amount deferred 
is converted into a number of units at the deferral date, using 
the 20-day average closing share price. Elections are made at 
least six months prior to the end of the performance period 
of the incentive plan. The maximum total amount participants 
can defer in DSUs is equivalent to their ownership requirement 
under the Stock Ownership guidelines (see section “Other 
Compensation Policies of the Company” on page 39 for 
a description of the Stock Ownership). The election to receive 
eligible incentive payments in deferred share units is not 
available to a participant when the value of the participant’s 
vested deferred share unit account is suffi cient to meet the 
Company’s stock ownership guidelines.

The Company also credits a company match equal to 25% of 
the number of deferred share units. These company-matched 
deferred share units vest over a period of four years (25% per 
year) from the deferral date.

The payout of the deferred share units is established based 
on the 20-day average closing share price at the retirement or 
termination date and includes the vested company-matched 
deferred share units as well as accrued notional dividends 
over the deferral period. Payment for eligible Canadian 
executives is made in a lump sum following the termination. 
For eligible U.S. tax payers, in compliance with U.S. tax 
regulations, payment of amounts deferred or vested after 
December 31, 2004 is made after a six-month waiting period in 
a lump sum or in monthly instalments not exceeding ten years, 
in accordance with the executive’s irrevocable election. 

Because of its tax effectiveness and the additional Company 
match, this plan provides an opportunity for executives to 
increase their stake in the Company, linking their future returns 
to the share price performance.

Certain executives hold deferred share units, payable upon their 
retirement or termination date, which vested in January 2001 in 
accordance with past awards made under the Senior Executive 
Bonus Share Plan. No additional awards may be made under 
this plan. 

No modifi cation to the nature of the deferrals under both 
plans can be made, unless the Board of Directors approves an 
amendment of the plans.

Employment Contracts/
Arrangements
Claude Mongeau was appointed CEO of the Company effective 
January 1, 2010, succeeding E. Hunter Harrison, who retired 
after serving in the role since January 1, 2003. The Board of 
Directors, upon the recommendation of the Human Resources 
and Compensation Committee, approved, at its April 20, 2009 
meeting, the terms and conditions of Mr. Mongeau’s 
employment, to be effective on January 1, 2010. Mr. Mongeau’s 
employment as CEO is not for a fi xed term. He serves at the will 
of the Board.

Mr. Mongeau’s salary was set at US$950,000, normally 
reviewed, as part of the annual process, based on performance 
and market trends. The new CEO remains eligible for the same 
compensation and benefi t plans and policies as the other 
executives except for the following:
• Under the Annual Incentive Plan, his Target Payout is 120% 

of base salary with a payout ranging from 0% to 240%.
• The supplemental pension plan remains in effect, but 

the annual total pension benefi t payable under this plan 
upon retirement is capped at US$1,000,000. See also 
the “Pension Plan Benefi ts” section of this Management 
Information Circular.

• Mr. Mongeau is required to maintain a minimum level of 
stock ownership of fi ve times his annual salary, to be achieved 
within fi ve years. He is also expected to maintain this stock 
ownership level and other holding requirements for one year 
after retirement.

• The CEO is required to adhere to the Company’s policy, 
which states that corporate aircraft be used for business-
related purposes only, save for exceptional circumstances 
and provided all incremental costs are fully reimbursed 
in accordance with applicable laws and regulations.

• Mr. Mongeau is limited to participating in only one outside 
public company board.

As of December 31, 2009, Mr. E. Hunter Harrison retired from 
the Company. Pursuant to his employment agreement with 
the Company, he is entitled to an annual pension benefi t of 
US$1,500,000 (CAD$1,576,500), with 70% of annual pension 
benefi t as spousal survivor benefi ts. He will have fi ve years after 
retirement to exercise stock options and vesting of options will 
continue during those fi ve years. Mr. Harrison also maintains 
his rights to payouts from the RSUs following his retirement as 
per the RSU Plan rules. He will be entitled to post-retirement 
life insurance of US$1,000,000 (CAD$1,142,000). He is also 
eligible for an annual payment of US$350,000 (CAD$367,850) 
for two years, providing compliance with non-compete and 
non-solicitation restrictions. The ownership of the car he 
used while employed by the Company was transferred to his 
name and a club membership will be paid for up to fi ve years. 
See section “Pension Plan Benefi ts” for details on Mr. Harrison’s 
pension arrangements.
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On November 5, 2009, Mr. James M. Foote retired from the 
Company. Pursuant to a termination agreement entered into 
with Mr. Foote, an early retirement payment of US$950,000 
(CAD$998,450) was made to him on December 18, 2009. 
He also received a bonus for 2009, prorated to take into 
account his retirement date. The agreement also confi rmed 
his entitlements under existing benefi t and pension plans of 
the Company and allows him to benefi t from fi nancial and tax 
counselling and club membership until November 30, 2011 and 
December 31, 2011, respectively. It also transfers to Mr. Foote 
the ownership of the car he was using when employed by the 
Company. Mr. Foote is bound by several non-competition and 
confi dentiality provisions. On November 6, 2009, he entered 
into a three-month consulting service agreement with the 
Company starting on or about January 1, 2010, pursuant to 
which the Company agreed to pay him a per diem amount of 
US$2,500 in consideration for his being available to CN during 
such term. This agreement may be extended by mutual consent. 
See section “Pension Plan Benefi ts” for details on Mr. Foote’s 
pension arrangements.

The Company has not entered into formal employment 
agreements with the other Named Executive Offi cers. It has 
only provided employment confi rmation letters setting forth 
general details of employment which are all described in this 
Information Circular.

Pension Plan Benefi ts
Amounts payable in U.S. currency shown in this section were 
converted to Canadian currency using the December 31, 2009 
closing rate of 1.0510. 

Canadian Pension Plans

COMPANY’S PRINCIPAL PENSION PLAN (“CNPP”) AND 

SENIOR MANAGEMENT PENSION PLAN (“SMPP”)

Messrs. Mongeau and Finn participate in the CNPP and SMPP, 
which are federally-registered defi ned benefi t pension plans 
providing retirement benefi ts based on pensionable years of 
service and highest average earnings. Highest average earnings 
are the average annual pensionable earnings during the last 
60 months of compensated service or the best fi ve consecutive 
calendar years, whichever is greater. Pensionable earnings 
consist of base salary and overtime in the CNPP and also include 
the bonuses paid by the Company under the AIBP (up to target 
levels) in the SMPP. The aggregate retirement benefi t payable 
under both plans is subject to a maximum annual retirement 
benefi t of CAD$2,444.44 per year of pensionable service for 
2009 and is calculated as follows:
- 1.7% of highest average earnings up to the average year’s 

maximum pensionable earnings (“YMPE”) as defi ned under 
the Canada Pension Plan, multiplied by the number of years 
of pensionable service (maximum 35 years)

plus 
- 2.0% of highest average earnings in excess of the YMPE, 

multiplied by the number of years of pensionable service 
(maximum 35 years).

If the sum of the participant’s age and years of pensionable 
service is at least 85 and the participant is age 55 or over, 
the participant is eligible to receive an immediate, unreduced 
pension prior to age 65, subject to Company consent. Pension 
benefi ts vest after two years of employment.

SPECIAL RETIREMENT STIPEND (“SRS”)

Executives and senior management employees who execute 
an agreement, including a non-competition clause, are eligible 
to participate in a non-registered, supplemental executive 
retirement program. This plan is called the Special Retirement 
Stipend (“SRS”).

The annual pension amount payable under the SRS is equal to 
2% of the participant’s highest average earnings in excess of 
the maximum average earnings recognized under the CNPP and 
SMPP, approximately CAD$128,765 in 2009, multiplied by the 
number of years of pensionable service (maximum 35 years).

Earnings consist of base salary and bonuses paid by the 
Company under the AIBP (up to target levels).

If the sum of the participant’s age and years of pensionable 
service is at least 85 and the participant is age 55 or over at 
the time of retirement, the participant is eligible to receive an 
immediate, unreduced SRS pension prior to age 65. 

Employees who joined the SRS prior to July 1, 2002 have their 
SRS benefi ts vest after two years. For employees who join 
the SRS on or after July 1, 2002, the SRS retirement benefi ts 
become vested only if the employee remains in active service 
until the age of 55. SRS retirement benefi ts are paid out of 
operating funds and guaranteed through a letter of credit.

Messrs. Mongeau and Finn participate in the SRS.

Mr. Mongeau’s annual benefi t under the SRS shall not exceed 
US$1,000,000 (CAD$1,051,000), as per his terms and 
conditions of employment. 

DEFINED CONTRIBUTION PENSION PLAN (“DCPP”)

The DCPP is a federally-registered defi ned contribution pension 
plan that was introduced for non-unionized employees on 
January 1, 2006. Non-unionized employees hired prior to 
January 1, 2006 had a one-time opportunity to either join the 
new DCPP or maintain participation in the CNPP (and SMPP 
for executives and senior management employees) mentioned 
above. Employees hired on or after January 1, 2006 as non-
unionized automatically join the DCPP. 

DCPP participants contribute a specifi c percentage of 
their pensionable earnings into their account and the 
Company contributes the same percentage, subject to the 
maximum contribution imposed by the Income Tax Act 
(CAD$22,000 in 2009).
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The contribution percentage for executives depends on age and 
service as follows:

POINTS (SUM OF AGE AND SERVICE)

Up to 39 6% of pensionable earnings

40–49 7%

50–59 8%

60 and above 9%

Pensionable earnings include base salary and bonuses payable 
under the AIBP (up to target level). Contributions are invested 
in various investment funds as selected by the participant. 
Employer contributions vest after two years of employment.

Mr. Jobin participates in the DCPP. Messrs. Mongeau and Finn 
elected to remain in the CNPP and SMPP.

DEFINED CONTRIBUTION SUPPLEMENTAL EXECUTIVE 

RETIREMENT PLAN (“DC SERP”)

The DC SERP is an unregistered pension plan, which provides 
retirement benefi ts in excess of the limits prescribed by the 
Income Tax Act with respect to the DCPP described above. 
Essentially, once contributions have reached the limit prescribed 
by the Income Tax Act (CAD$22,000 in 2009) in the DCPP, 
both employer and employee contributions that would have 
exceeded the limit are credited by the Company to a notional 
account gradually until year end under the DC SERP. Employees 
do not contribute to the DC SERP. Employer contributions vest 
after two years of employment.

Notional contributions are invested using the same investment 
options as selected by the participant in the DCPP. Mr. Jobin 
participates in the DC SERP.

U.S. Pension Plans

DEFINED BENEFIT PENSION PLAN

Messrs. Creel, Harrison and Foote participate in this qualifi ed 
defi ned benefi t pension plan, which provides retirement 
benefi ts equal to 0.4% of highest average earnings plus 0.3% 
of highest average earnings in excess of Railroad Retirement 
Board average covered compensation (CAD$76,618 in 2009) 
multiplied by years and months of credited service (maximum 
35 years).

Highest average earnings are defi ned as the average annual 
pensionable earnings during the best 60 full consecutive 
months in the last 120 full consecutive months of employment. 
Pensionable earnings consist of base salary and overtime and 
are capped at the average of the U.S. Internal Revenue Code 
limit (CAD$237,526 in 2009), over the last fi ve years. The 
retirement benefi t is payable without reduction at age 65 or age 
60 if the employee has 30 years of credited service or 30 years 
of Railroad Retirement Board service. Pension benefi ts vest after 
fi ve years of employment.

QUALIFIED SAVINGS PLAN (“SAVINGS PLAN”)

Messrs. Creel, Harrison and Foote participate in the Savings 
Plan which is a qualifi ed 401(k) plan. Participants may make 
voluntary “pre-tax” contributions to the Savings Plan subject to 
limitations imposed by the U.S. Internal Revenue Code. Those 
voluntary contributions are partially matched by the Company. 
The matching contribution is limited to 50% of the fi rst 6% of 
the employee’s pre-tax salary. All contributions are immediately 
and fully vested upon contribution and are invested in various 
investment funds as selected by the participant.

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN (“NEW SERP”)

The annual pension under the new SERP is equal to 2% of 
highest average earnings, multiplied by the number of years of 
credited service (maximum 35 years) minus the offsets described 
below. Highest average earnings are defi ned as the average 
pensionable earnings during the best 60 consecutive months of 
compensated service out of the last 120 months multiplied by 
12 and earnings consist of base salary and bonuses paid by the 
Company under the AIBP (up to target levels). The new SERP 
pension is offset by: 

(i) the pension payable under the Defi ned Benefi t Pension Plan; 

(ii) the U.S. Railroad Retirement Board Tier 2 pension; and

(iii)  the amount of single life annuity that can be purchased 
with the 3% employer contributions available under the 
Savings Plan. 

The new SERP pension benefi t is payable without reduction 
at age 65 or age 60 if the participant has 30 years of credited 
service or 30 years of Railroad Retirement Board service. 
Participants had until December 31, 2008 to elect to receive 
their lifetime pension benefi t on another date than the above 
retirement dates, but no earlier than six months after retirement 
or termination of employment. Retirement benefi ts accrued and 
vested prior to January 1, 2005 are not subject to the six-month 
delay. Retirement benefi ts cannot be paid earlier than age 55.

Mr. Foote joined the Company on August 23, 1995. Mr. Foote 
is covered by a special pension arrangement, under which he is 
credited with two years of service for each year of service during 
his fi rst ten years of service with the Company. Exceptionally, 
the Company decided to grant additional years of service upon 
hire to compensate for the pension loss associated with his 
late-career hire.

Mr. Foote participated in the CNPP until March 31, 2000, when 
he transferred from Canada to the United States. Mr. Foote’s 
pension benefi ts, under his special pension arrangement, are 
equal to the pension benefi ts he would have accrued under the 
CNPP, SMPP and SRS for twice the number of years of service 
from August 23, 1995 to December 31, 2000 (i.e., twice fi ve 
years and 4.35 months), less the pension payable under the 
CNPP and SMPP. The pension benefi ts under the special pension 
arrangement are fully vested and payable from the Company’s 
operating funds.
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Since December 31, 2000, Mr. Foote has been participating 
in the U.S. Savings Plan and Defi ned Benefi t Pension Plan 
mentioned above. He has also been participating in the new 
SERP under which he was credited with two years of service for 
each year of service, as mentioned above.

CN RETIREMENT CONTRIBUTION OPTION (“DC OPTION”)

A new employer contribution option was introduced for 
non-unionized employees on January 1, 2006. Non-unionized 
employees hired prior to January 1, 2006 had a one-time 
opportunity to either join the new DC Option or maintain 
participation in the Defi ned Benefi t Pension Plan mentioned 
above. The new DC Option provides for an additional employer 
contribution of 3.5% of base salary to the Savings Plan, subject 
to limitations imposed by the U.S. Internal Revenue Code. 
Employer contributions made in 2006 are vested after fi ve years 
of service with the Company and employer contributions made 
on or after 2007 are vested after three years of service with 
the Company. Contributions are invested in various investment 
funds as selected by the participant.

U.S. DEFINED CONTRIBUTION SUPPLEMENTAL EXECUTIVE 

RETIREMENT PLAN (“U.S. DC SERP”)

The U.S. DC SERP is a non-qualifi ed, unfunded pension plan 
which complements the DC Option described above. The U.S. 
DC SERP is a stand-alone plan, which provides a Company 
contribution on eligible compensation without regard to the 
limitations imposed by the U.S. Internal Revenue Code. Eligible 
compensation consists of base salary and bonus under the AIBP 
(up to target level). 

The Company contributes a percentage based on age and 
service as follows:

POINTS (SUM OF AGE AND SERVICE)

Up to 39 5% of eligible compensation

40–49 6%

50–59 7%

60 and above 8%

Contributions are vested after two years of service with the 
Company and cannot be paid earlier than six months after 
retirement or termination of employment. 

Mr. Creel joined ICR on April 1, 1996. Since December 31, 2000, 
he has been participating in the Defi ned Benefi t Pension Plan, 
Savings Plan and the new SERP. On January 1, 2006, Mr. Creel 
ceased to accrue service in the Defi ned Benefi t Pension Plan 
and new SERP and joined the DC Option and U.S. DC SERP 
described above. Mr. Creel’s pension benefi ts are fully vested. 
As at December 31, 2009, Mr. Creel had four years of 
participation in the DC Option and U.S. DC SERP.

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN (“OLD SERP”)

ICR established the old SERP effective as of January 1, 1994. 
As previously disclosed, Mr. Harrison’s contract provided 
for an annual old SERP benefi t payment of US$1,500,000 
(CAD$1,576,500) if he remained employed by the Company 
until December 31, 2009. This having been the case, the 
service cost of CAD$2,795,000, that appears in the Defi ned 
Benefi t Plans Table, recognizes the incremental annual benefi t 
of US$200,000 (CAD$210,200) attributed to 2009. Benefi ts 
cannot be paid earlier than six months after retirement or 
termination of employment.

EXECUTIVE ACCOUNT BALANCE PLAN, EXCESS BENEFIT 

PLAN AND NON-QUALIFIED SUPPLEMENTAL DEFINED 

CONTRIBUTION PLAN

In addition to the Defi ned Benefi t Plan, Savings Plan and old 
SERP, Mr. Harrison also participates in the aforementioned 
former ICR non-registered unfunded cash plans, which were 
frozen as of December 31, 2000 and, for Mr. Harrison, replaced 
by new plans with the same provisions as of January 1, 2001.

The Executive Account Balance Plan provides for a sum 
equivalent to 10% of Mr. Harrison’s combined base salary and 
bonus payable under the AIBP in excess of a wage offset factor 
(CAD$187,078 for 2009) to be accrued annually, and is payable 
upon retirement or termination of employment. Interest credits 
are given each month using the Wall Street Journal prime rate 
determined semi-annually. The rate of return was 3.25% for all 
of 2009. 

The Excess Benefi t Plan provides for the accrual of a sum equal 
to the excess of the employer’s matching contribution under the 
Savings Plan which is restricted by the limits of Section 402(g) 
of the U.S. Internal Revenue Code plus a 2% of base salary in 
excess of the annual 401(a)(17) limit. 

The Supplemental Defi ned Contribution Plan provides for an 
annual accrual equivalent to 2% of Mr. Harrison’s base salary 
(capped at the annual 401(a)(17) limit). Interest is credited 
using the actual Savings Plan investment rate of return.

Amounts accrued and vested by Mr. Harrison after December 31, 
2004 in the Executive Account Balance Plan, Excess Benefi t 
Plan and Supplemental Defi ned Contribution Plan cannot be 
paid earlier than six months after retirement and will be paid in 
the form of a lump sum. Amounts accrued and vested before 
January 1, 2005 will be paid in the form of a lump sum within 
90 days following retirement.



C
N

 M
A

N
A

G
E

M
E

N
T

 I
N

F
O

R
M

A
T

IO
N

 C
IR

C
U

L
A

R

52

Defi ned Benefi t Plans Tables 
The following amounts of accrued obligation have been calculated using the same actuarial assumptions as those used in 
Note 12 – Pensions, on page 65 and page 78 of the 2009 and 2008 Annual report, respectively, available on the Company’s 
website at www.cn.ca and on SEDAR at www.sedar.com. The amounts calculated in this table are estimates only and are based 
on assumptions, which may or may not materialize. Amounts shown in this table include pension benefi ts from the Company’s defi ned 
benefi t registered pension plans and non-registered supplemental pension arrangements for 2009 and are in Canadian currency. 

NUMBER 
OF YEARS 
CREDITED 

SERVICE
(#)

ANNUAL BENEFITS PAYABLE

ACCRUED 
OBLIGATION 

AT START 
OF YEAR

($)

COMPENSATORY CHANGE
($)

NON-
COMPENSATORY 

CHANGE
($)

ACCRUED 
OBLIGATION 

AT YEAR END
($)NAME

AT YEAR END
($)

AT AGE 65
($) SERVICE COST

IMPACT OF 
SALARY/BONUS 

ON ACCRUED 
OBLIGATION TOTAL

E. Hunter Harrison (6) N/A 1,590,000 1,590,000 18,232,000 2,795,000 0 2,795,000 (1,312,000) 19,715,000

Claude Mongeau 15.67 263,000 1,013,000 2,058,000 219,000 1,338,000 1,557,000 613,000 4,228,000

Keith E. Creel (8) 9.75 103,000 145,000 1,401,000 0 34,000 34,000 50,000 1,485,000

Sean Finn 16 213,000 471,000 1,868,000 124,000 (6,000) 118,000 377,000 2,363,000

James M. Foote (9) 13.56 393,000 393,000 4,531,000 177,000 (311,000) (134,000) (612,000) 3,785,000

(1) The change in benefi t obligation that is attributable to compensation includes the service cost net of employee contributions and the increase in earnings in excess or below what was 
assumed. The service cost is the estimated value of the benefi ts accrued during the calendar year.

(2) For Mr. Harrison, the annual benefi t payable at year-end and at age 65 represents the actual pension payable to him at his retirement. For Mr. Foote, it represents the annual pension payable 
from the fi rst unreduced early retirement date of each respective plan.

(3) The projected pension is based on current compensation levels and assumes the executive will receive 80% of the target bonus for the years after 2009.
(4) The accrued obligation is the value of the benefi ts accrued for all service to the specifi ed date.
(5) The change in benefi t obligation that is not compensatory includes employee contributions, interest cost, change in assumptions and gains and losses other than for difference in earnings. 

The impact on the accrued obligation at the end of 2009 relating to the change in assumptions was mainly due to the fl uctuation in the exchange rate which decreased the accrued obligation 
and the decrease in the discount rate which increased the accrued obligation.

(6) Does not include former ICR non-registered cash plans described in the Defi ned Contribution Plans table. The old SERP benefi t payable to Mr. Harrison is not based on credited service. 
Mr. Harrison has nine years of credited service in the registered defi ned benefi t plan. Mr. Harrison’s service cost for 2009 refl ects an increase in the annual pension of US$200,000 under the 
old SERP. This additional pension was conditional upon Mr. Harrison being active on December 31, 2009 pursuant to his employment agreement.

(7) For Mr. Mongeau, the Impact of Salary/Bonus on the accrued pension obligation represents the one-time impact of the higher compensation level following his appointment as CEO.
(8) Mr. Creel no longer accrues service in the Defi ned Benefi t Plan or new SERP since he started participating in the CN Retirement Contribution Option and U.S. DC SERP on January 1, 2006.
(9) Mr. Foote has a special pension arrangement as described on page 50 in the “U.S. Pension Plans” section.

The following table provides the total accrued obligation for CN’s non-registered defi ned benefi t plans (SRS, old SERP and new 
SERP). These amounts were determined using the same actuarial assumptions as those used in Note 12 – Pensions, on page 65 
and page 78 of the 2009 and 2008 Annual report, respectively, available on the Company’s website at www.cn.ca and on SEDAR 
at www.sedar.com, and include the benefi t obligation of active, deferred and retired senior management and executive members 
for 2009.

PLANS

ACCRUED 
OBLIGATION AT 
START OF YEAR

($)

ACCRUED 
OBLIGATION AT

YEAR END
($)

SRS, OLD SERP and NEW SERP 173,400,000 196,800,000

Defi ned Contribution Plans Table
Amounts shown in this table include amounts from the Company’s registered and non-registered defi ned contribution plans. 
No withdrawals or distributions are permitted before the following executives terminate from the Company.

NAME

ACCUMULATED VALUE
AT START OF YEAR

($)

COMPENSATORY 
AMOUNT

($)

NON-COMPENSATORY 
AMOUNT

($)

ACCUMULATED VALUE
AT YEAR END

($)

E. Hunter Harrison (3) 8,246,286 1,500,513 (676,966) 9,069,833

Luc Jobin (4) 0 39,051 12,421 51,472

Keith E. Creel (5) 347,084 165,173 64,722 576,979

James M. Foote (6) 233,324 8,952 84,640 326,916

(1) Represents employer contributions.
(2) Represents employee contributions, if any, and interest gains and losses.
(3) Mr. Harrison participates in the Savings Plan, Executive Account Balance Plan, Excess Benefi t Plan and Supplemental Defi ned Contribution Plan.
(4) Mr. Jobin participates in the Defi ned Contribution Pension Plan and DC SERP. 
(5) Mr. Creel participates in the Savings Plan, DC Option and U.S. DC SERP.
(6) Mr. Foote participates in the Savings Plan.

 

(4)

(1)

(5) (4)(2) (2)(3)

(7)

(1) (2)
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Termination and Change of Control Benefi ts
The Company does not have contractual arrangements or other agreements in connection with termination, resignation, 
retirement, change of control or a change in responsibilities of a Named Executive Offi cer, other than the conditions provided in the 
compensation plans, and summarized as follows:

RESIGNATION
INVOLUNTARY 
TERMINATION RETIREMENT CHANGE OF CONTROL TERMINATION FOR CAUSE

Annual 
Incentive 
Bonus Plan

Forfeits eligibility to 
the plan

Entitled to a bonus 
based on corporate 
and individual 
performance and 
prorated on active 
service in plan year

Entitled to a bonus 
based on corporate 
and individual 
performance and 
prorated on active 
service in plan year

No specifi c provision Forfeits eligibility to 
the plan

Stock Options All stock options 
are cancelled

Continued vesting for 
three months

Exercise of vested 
options within three 
months or otherwise 
forfeit

Continued vesting for 
three years

Exercise of vested 
options within three 
years or otherwise 
forfeit

Grants made prior 
to March 4, 2008 
• Immediate vesting 

of conventional 
options

Grants made since 
March 4, 2008 
• If proper substitute 

is granted, 
accelerated vesting 
would occur only 
if participant is 
terminated without 
cause or resigns 
for good reason 
within 2 years

All stock options 
are cancelled

Restricted 
Shares Units

All RSUs are cancelled Partial payout if meet 
performance criteria 
and prorated based 
on service during the 
plan period

Full payout if meet 
performance criteria 
(continued vesting)

Grants made prior to 
March 4, 2008 
• Immediate 

vesting of all RSUs 
prorated based on 
the plan period

Grants made since 
March 4, 2008 
• If proper substitute 

is granted, 
accelerated vesting 
would occur only 
if participant is 
terminated without 
cause or resigns 
for good reason 
within 2 years

All RSUs are cancelled

Deferred Share 
Units

Payment of all vested 
units, including the 
vested “Company-
matched” DSUs

Payment of all vested 
units, including the 
vested “Company-
matched” DSUs

Payment of all vested 
units, including the 
vested “Company-
matched” DSUs

Accelerated vesting of unvested 
“Company-matched” DSUs

Payment of all vested 
units, including the 
vested “Company-
matched” DSUs

Pension Plan Payment of vested 
benefi ts 

Payment of vested 
benefi ts 

Payment of vested 
benefi ts 

Payment of vested benefi ts Payment of vested 
benefi ts 

SRS/SERP Payment of vested 
benefi ts 

Payment of vested 
benefi ts 

Payment of vested 
benefi ts 

Payment of vested benefi ts Payment of vested 
benefi ts for the SERP; 
SRS benefi ts forfeited

Severance entitlement payable to the NEOs would generally be determined in accordance with applicable legal requirements.
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The following tables show the incremental benefi ts that NEOs, other than Mr. Harrison and Mr. Foote, were entitled to, had their 
employment been terminated on December 31, 2009 under involuntary termination, retirement and change of control. It also 
shows the incremental benefi ts that Mr. Harrison and Mr. Foote were entitled to, following their retirement on December 31, 2009 
and November 5, 2009, respectively.

I N V O LU N TA R Y  T E R M I N AT I O N 

NAME

RESTRICTED SHARE 
UNITS PLAN

($) 

STOCK 
OPTIONS

($) 

SEVERANCE 
BENEFITS

($)
TOTAL

($)

Claude Mongeau 1,911,333 789,259 – 2,700,592

Luc Jobin Nil Nil – Nil

Keith E. Creel 1,911,333 693,849 – 2,605,182

Sean Finn 1,471,727 542,918 – 2,014,645

(1) NEOs would be eligible to the portion of restricted share units granted in 2008 and 2009 that would have vested upon a termination on December 31, 2009. Any payout would be conditional 
upon meeting the plan’s performance vesting conditions and a minimum share price condition. The value shown assumes that performance targets would be met for each of the awards 
and would trigger 100% vesting of the units. The value has been calculated by multiplying the number of share units that would have vested by the closing price of the common shares 
on December 31, 2009 on the TSX (CAD$57.34). On December 31, 2009, no restricted share units would vest for Mr. Jobin as the plan requires a minimum of nine months of employment 
in a year for vesting to occur.

(2) NEOs would be eligible to continued vesting for a three-month period following termination for options granted in 2006, 2007, 2008 and 2009. The value shown is equal to the number 
of options that would vest during the period multiplied by the difference between the closing price of the common shares on December 31, 2009 and the exercise price, if in-the-money, 
converted using the December 31, 2009 (1.0510) exchange rate for U.S. dollar denominated options.

(3) Any severance amount would be determined in accordance with applicable legal requirements.

R E T I R E M E N T

NAME

RESTRICTED SHARE 
UNITS PLAN

($)

STOCK
OPTIONS 

($)

NON-COMPETE/ 
NON-SOLICITATION 

($)

OTHER
BENEFITS

($)
TOTAL

($)

E. Hunter Harrison 18,004,760 6,383,288 735,700  368,824 25,492,572

Claude Mongeau 4,013,800 1,953,173 – – 5,966,973

Luc Jobin 1,003,450 275,612 – – 1,279,062

Keith E. Creel 4,013,800 1,819,029 – – 5,832,829

Sean Finn 3,211,040 1,466,987 – – 4,678,027

James M. Foote 4,013,800 1,953,173 –  1,341,442 7,308,415

(1) NEOs would be eligible to continued vesting following retirement for the restricted share units granted in 2008 and 2009. Any payout would be conditional upon meeting the plan’s 
performance vesting conditions. The value shown assumes that performance targets would be met for each of the awards and would trigger 100% vesting of the units. The value has been 
calculated by multiplying the number of share units that would have vested by the closing price of the common shares on December 31, 2009 on the TSX (CAD$57.34). 

(2) NEOs would be eligible to continued vesting over three years following retirement for options granted in 2006, 2007, 2008 and 2009. The value shown is equal to the number of options 
that would vest during the period multiplied by the difference between the closing price of the common shares on December 31, 2009 and the exercise price, converted using the 
December 31, 2009 (1.0510) exchange rate for U.S. dollar denominated options. Under his contract, Mr. Harrison is eligible to continued vesting over fi ve years.

(3) Value of US$350,000 per year payable for two years converted using an exchange rate of 1.0510.
(4) This amount represents other benefi ts provided to Mr. Harrison, including the transfer of the ownership of a car, club membership and payment of vacation.
(5) This amount represents other benefi ts provided to Mr. Foote upon early retirement. It includes an early retirement payment of CAD$998,450 (US$950,000) made pursuant to an early 

retirement arrangement, and the estimated value of CAD$165,553 (US$157,500) for a three-month consulting services agreement with the Company on the basis of US$2,500 per day. It also 
includes the payment of vacation, the transfer of the ownership of a car, club membership and fi nancial and tax counselling services. 

(1) (2) (3)

(1) (2)

(3) (4)

(5)
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C H A N G E  O F  C O N T R O L

NAME

RESTRICTED SHARE 
UNITS PLAN

($)

STOCK 
OPTIONS

($)
TOTAL

($)

Claude Mongeau 1,146,800 679,992 1,826,792

Luc Jobin – – –

Keith E. Creel 1,146,800 545,847 1,692,647

Sean Finn 802,760 352,953 1,155,713

(1) NEOs would be eligible to immediate vesting following a change of control for restricted share units granted prior to March 4, 2008. Any payout would be conditional upon meeting the 
plan’s performance vesting conditions and a minimum share price condition. The value shown assumes that performance targets would be met for each of the awards and would trigger 
100% vesting of the units. The value has been calculated by multiplying the number of share units that would have vested by the closing price of the common shares on December 31, 2009 
on the TSX (CAD$57.34). For restricted share units granted since March 4, 2008, accelerated vesting would occur if no proper substitute is granted, or if the executive is terminated without 
cause or resigns for good reason within two years of the change of control. 

(2) NEOs would be eligible to immediate vesting following a change of control for options granted in 2006, 2007 and in 2008, before March 4, 2008. The value shown is equal to the number of 
options that would vest multiplied by the difference between the closing price of the common shares on December 31, 2009 and the exercise price, converted using the December 31, 2009 
(1.0510) exchange rate for U.S. dollar denominated options. For stock options granted since March 4, 2008, accelerated vesting would occur if no proper substitute is granted, or if the 
executive is terminated without cause or resigns for good reason within two years of the change of control.

Currency Exchange Information
Compensation disclosed in the section “Statement of Executive Compensation” that is paid in U.S. dollars has been converted using 
the following currency exchange rates.

Exchange rate used Actual rate 1 USD = X CAD

• Salary
• All other compensation

Average rate during the year 2009:  1.1420
2008:  1.0660

• Annual incentive plan When bonus is earned i.e., December 31 December 31, 2009:  1.0510
December 31, 2008:  1.2180

• Pension value
• Value of unexercised in-the-money options
• Market value of share-based awards that have not vested
• Non-equity incentive plan compensation – Value earned during the year
• Termination scenarios – incremental costs

December 31 December 31, 2009:  1.0510
December 31, 2008:  1.2180

• Option-based awards – Value vested during the year Actual vesting date of the grants made on:
• January 24, 2008
• January 25, 2007
• June 11, 2007
• January 27, 2006
• January 28, 2005

• January 24, 2009:  1.2312
• January 25, 2009:  1.2312
• June 11, 2009:  1.1032
• January 27, 2009:  1.2263
• January 28, 2009:  1.2152

(1) (2)
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OTHER INFORMATION 

Securities Authorized for Issuance Under Equity Compensation Plans
The table below indicates, as at December 31, 2009, certain information with respect to the Company’s Management Long-Term 
Incentive Plan.

PLAN CATEGORY

NUMBER OF SECURITIES TO BE 
ISSUED UPON EXERCISE 

OF OUTSTANDING OPTIONS, 
WARRANTS AND RIGHTS

WEIGHTED-AVERAGE EXERCISE 
PRICE OF OUTSTANDING OPTIONS, 

WARRANTS AND RIGHTS 
(CAD$)

NUMBER OF SECURITIES 
REMAINING AVAILABLE FOR 

FUTURE ISSUANCE UNDER 
EQUITY COMPENSATION PLANS 

(EXCLUDING SECURITIES 
REFLECTED IN THE FIRST COLUMN)

Equity compensation plans approved 
by securityholders 11,497,210 31.05 12,332,247

Equity compensation plans not approved 
by securityholders Nil Nil Nil

Total 11,497,210 31.05 12,332,247

Indebtedness of Directors and 
Executive Offi cers
As of February 26, 2010, there was no outstanding 
indebtedness of current and former directors, offi cers and 
employees of the Company and its subsidiaries, whether 
entered into in connection with the purchase of common shares 
of the Company or otherwise. 

Interest of Informed Persons and 
Others in Material Transactions
The management of the Company is not aware of any material 
interest, direct or indirect, of any informed person of the 
Company, any proposed director or any associate or affi liate of 
any informed person or proposed director in any transaction 
since the commencement of the Company’s most recently 
completed fi nancial year, or in any proposed transaction, that 
has materially affected or would materially affect the Company 
or any of its affi liates or subsidiaries.

Directors’ and Offi cers’ Insurance
The Company has purchased, at its expense, group 
liability insurance in the annual aggregate amount of 
CAD$200,000,000, with a deductible to the Company 
which varies from CAD$1,000,000 to CAD$2,500,000, for 
the protection of directors and offi cers of the Company 
and its subsidiaries against liability incurred by them in such 
capacity. The premium paid in the fi nancial year ending 
December 31, 2009 was approximately CAD$2,087,443 for 
the 12 months ending September 30, 2010. The Company 
also carries excess directors and offi cers liability insurance for 
non-indemnifi able claims in the amount of CAD$25,000,000 in 
excess of the above. The premium paid for such excess liability 
insurance in the fi nancial year ending December 31, 2009 
was approximately CAD$258,250 for the 12 months ending 
September 30, 2010. The directors and offi cers excess liability 
insurance is not subject to any deductible.

Shareholder Proposals
Shareholder proposals to be considered at the 2011 annual 
meeting of shareholders must be received at the head offi ce 
of the Company no later than December 3, 2010, to be 
included in the Information Circular for such annual meeting.

Availability of Documents
The Company is a reporting issuer in Canada and the United 
States and is required to fi le various documents, including an 
annual information form and fi nancial statements. Financial 
information is provided in the Company’s comparative fi nancial 
statements and management’s discussion and analysis for 
its most recently completed fi nancial year. Copies of these 
documents and additional information relating to the Company 
are available on SEDAR at www.sedar.com or may be obtained 
on request from the Corporate Secretary of the Company.

Approval
The Board of Directors of the Company has approved the 
contents of this Information Circular and its sending to 
the shareholders.

 

Sean Finn
EXECUTIVE VICE-PRESIDENT

CORPORATE SERVICES AND CHIEF LEGAL OFFICER

March 2, 2010
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SCHEDULE “A” – 
MANDATE OF THE BOARD

The Board has clearly delineated its role and the role of 
management. The role of the Board is to supervise the 
management of CN’s business and affairs, with the objective of 
increasing shareholder value. Management’s role is to conduct 
the day-to-day operations in a way that will meet this objective.

The Board approves all matters expressly required herein, under 
the Canada Business Corporations Act and other applicable 
legislation and CN’s Articles and By-laws. The Board may 
assign to Board committees the prior review of any issues it 
is responsible for, or as required by applicable laws. Board 
committee recommendations are generally subject to Board 
approval. The Board has delegated the approval of certain 
matters to management pursuant to its Standing Resolutions 
on Delegation of Authority, as amended from time to time.

Meetings of the Board are held at least nine times a year and 
as necessary.

As part of its stewardship responsibility, the Board advises 
management on signifi cant business issues and has the 
following responsibilities:

A. Approving CN’s strategy
• adopting a strategic planning process, approving and 

reviewing, on at least an annual basis, a business plan and 
a strategic framework which take into account, among 
other things, the opportunities and risks of the business, 
and monitoring the implementation of the business plan 
by management.

B. Assessing and overseeing the succession planning 
of executive management
• choosing the President and Chief Executive Offi cer (the 

“President and CEO”), appointing executive management 
and monitoring President and CEO and executive 
management performance taking into consideration 
Board expectations and fi xed objectives, approving the 
President and CEO’s corporate goals and objectives and 
approving annually President and CEO and executive 
management compensation;

• ensuring that an appropriate portion of President and CEO 
and executive management compensation is tied to both 
the short- and longer-term performance of CN;

• taking all reasonable steps to ensure that processes are 
in place for the recruitment, training, development and 
retention of executives who exhibit the highest standards 
of integrity as well as competence.

C. Monitoring Corporate Governance issues
• monitoring the size and composition of the Board 

to favour effective decision-making;
• taking all reasonable measures to satisfy itself as to 

the integrity of management and that management 
creates a culture of integrity throughout CN;

• monitoring and reviewing, as appropriate, CN’s approach 
to governance issues and monitoring and reviewing, as 
appropriate, CN’s Corporate Governance Manual and 
policies and measures for receiving shareholder feedback;

• taking all reasonable steps to ensure the highest quality of 
ethical standards, including reviewing, on a regular basis, 
the Code of Business Conduct applicable to CN’s directors, 
its President and CEO, senior fi nancial offi cers, other 
executives and employees, monitoring compliance with 
such code, approving any waiver from compliance with 
the code for directors and executive offi cers and ensuring 
appropriate disclosure of any such waiver;

• ensuring the regular performance assessment of the 
Board, Board committees, Board and committee 
chairs and individual directors and determining their 
remuneration;

• approving the list of Board nominees for election by 
shareholders and fi lling Board vacancies;

• adopting and reviewing orientation and continuing 
education programs for directors;

• overseeing the disclosure of a method for interested 
parties to communicate directly with the Board Chair 
or with the non-management directors as a group.

D.  Monitoring fi nancial matters and internal controls
• monitoring the quality and integrity of CN’s accounting 

and fi nancial reporting systems, disclosure controls 
and procedures, internal controls and management 
information systems, including by overseeing:
(i)  the integrity and quality of CN’s fi nancial 

statements and other fi nancial information and the 
appropriateness of their disclosure;

(ii)  the review of the Audit Committee on external 
auditors’ independence and qualifi cations;

(iii)  the performance of CN’s internal audit function and 
of CN’s external auditors; and

(iv)  CN’s compliance with applicable legal and regulatory 
requirements (including those related to environment, 
safety and security);

• ensuring that an appropriate risk assessment process is 
in place to identify, assess and manage the principal risks 
of CN’s business;

• adopting communications and disclosure policies and 
monitoring CN’s investor relations programs.
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E. Monitoring Pension Fund matters
• monitoring and reviewing, as appropriate, CN’s pension 

fund policies and practices, including the investment 
policies of the Canadian National Railway Pension Trust 
Funds or any other pension trust fund established in 
connection with a new pension plan or any other pension 
plan offered or administered by CN (the “CN’s Pension 
Trust Funds”);

• approving the annual budget of the Investment Division 
of CN’s Pension Trust Funds.

F. Monitoring environmental, safety and security matters
• monitoring and reviewing, as appropriate, CN’s 

environmental, safety and security policies and practices.

The non-executive Board members meet before or after every 
Board meeting without the presence of management and under 
the chairmanship of the Board Chair. If such group includes 
directors who are not Independent, an executive session 
including only Independent directors is held regularly.

Board members are expected to demonstrate a high level of 
professionalism in discharging their responsibilities. They are 
expected to attend the meetings of the Board and of the Board 
committees on which they sit and to rigorously prepare for 
and actively participate in such meetings. They should review 
all meeting materials in advance. They are also expected to be 
available to provide advice and counsel to the President and 
CEO or other corporate offi cers of CN upon request.

The Board annually reviews the adequacy of its mandate. 
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SCHEDULE “B” – 
REPORTS OF THE 
COMMITTEES

The following are reports of each Board committee as of 
December 31, 2009. These reports provide details on the 
activities of each committee but are not meant to be exhaustive.

Report of the Audit Committee 
Members: D. Losier (Chair), M.R. Armellino, H.J. Bolton, 
G.D. Giffi n, R. Pace

2009 HIGHLIGHTS

In 2009, the Audit Committee, in accordance with its mandate:

Financial Information
• reviewed and approved the 2008 annual and 2009 quarterly 

results, management’s discussion and analysis (MD&A) and 
the earnings press releases of the Company;

• reviewed the external auditors’ report on the consolidated 
fi nancial statements of the Company;

• benchmarked quarterly results to those of other 
major railroads;

• reviewed fi nancial information contained in the 2008 Annual 
Information Form, 2009 Management Proxy Circular and 
other reports requiring Board approval;

• reviewed and assessed procedures in place for the review of 
the Company’s disclosure of fi nancial information derived 
from the Company’s fi nancial statements;

• reviewed and approved Audit Committee Report and 
other information appearing in the 2009 Management 
Information Circular;

• reviewed analysis and communications materials prepared by 
management, the internal auditors or external auditors setting 
forth any signifi cant fi nancial reporting issues;

• reviewed the compliance of management’s certifi cation of 
fi nancial reports with applicable legislation;

• reviewed, with the external auditors and management, the 
quality, appropriateness and disclosure of the Company’s 
critical accounting principles and policies, underlying 
assumptions and reporting practices, and any proposed 
changes thereto;

• reviewed judgments made in connection with the preparation 
of the fi nancial statements, if any, including analyses of the 
effect of alternative generally accepted accounting principles 
methods; and

• reviewed fi nancial statements for CN’s pension plans with the 
independent auditors and responsible offi cers.

Internal Auditors
• reviewed and approved the internal audit plan; and
• monitored the internal audit function’s performance, 

its responsibilities, staffi ng, budget and the compensation 
of its members.

External Auditors
• reviewed and approved the results of the external audit;
• recommended to the Board the appointment and terms 

of engagement of the Company’s external auditors;
• evaluated, remunerated and monitored the qualifi cations, 

performance and independence of the external auditors;
• approved and oversaw the disclosure of all audit, review and 

attest services provided by the external auditors;
• determined which non-audit services the external auditors 

are prohibited from providing, and pre-approved and oversaw  
the disclosure of permitted non-audit services by the external 
auditors to the Company, in accordance with applicable laws 
and regulations; and

• reviewed the formal statement from the external auditors 
confi rming their independence and reviewed hiring policies 
for employees or former employees of the Company’s 
external auditors.

Risk Management
• reviewed the Company’s risk assessment and risk 

management policies, including the Company’s insurance 
coverage, delegation of fi nancial authority, and information 
technology risk management; and

• assisted the Board with the oversight of the Company’s 
compliance with applicable legal and regulatory requirements.

Internal Control
• received management’s report assessing the adequacy and 

effectiveness of the Company’s disclosure controls and 
procedures and systems of internal control; and

• reviewed procedures established for the receipt, retention 
and treatment of complaints received by the Company 
regarding accounting, internal accounting controls or auditing 
matters or employee concerns regarding accounting or 
auditing matters.

Committee Performance
• reviewed the processes in place to evaluate the performance 

of the Audit Committee; and
• reviewed and approved a forward-looking agenda for the 

committee for 2010.

Other
• made recommendations to the Board with respect to the 

declaration of dividends.

Submitted by the members of the Audit Committee.
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Report of the Finance Committee
Members: A.C. Baillie (chair), M.R. Armellino, G.D. Giffi n, 
V.M. Kempston Darkes, E.C. Lumley

2009 HIGHLIGHTS

In 2009, the Finance Committee, in accordance with 
its mandate:

Financial Policies
• made recommendations to the Board with respect to the 

Company’s fi nancial policies and fi nancial matters affecting 
the Company;

• reviewed policies with respect to distributions to shareholders, 
including policies on dividends, and policies regarding 
fi nancial hedging, investment and credit; and

• reviewed the Company’s credit ratings and monitored the 
Company’s activities with respect to credit rating agencies.

Financing
• reviewed prospectuses, offering memoranda and 

other fi nancing documents, as well as parameters of 
debt fi nancings;

• reviewed the Company’s liquidity position, including the 
Company’s capital expenditures, capital structure and 
credit facilities; and

• reviewed Treasury activities.

Financial Activities
• recommended decisions related to indebtedness of the 

Company, as well as loans, guarantees or extension of credit;
• reviewed and recommended a debt tender offer;
• reviewed signifi cant capital and other expenditures, such as 

the completion of rebuilding improvements to Harrison Yard 
(formerly Johnston Yard), sales and leases of assets and related 
party transactions, as well as projected and actual returns 
from investments;

• oversaw post audits of signifi cant capital projects approved 
by the Board, including material acquisitions, and post audits 
carried out by the internal auditors or the external auditors, 
and reviewed their reports; and

• reviewed and recommended to the Board the sale of the 
Lower Newmarket Subdivision to Metrolink.

Committee Performance
• reviewed the processes in place to evaluate the performance 

of the Finance Committee; and
• reviewed and approved a forward-looking agenda for the 

committee for 2010.

Submitted by the members of the Finance Committee.

 

Report of the Corporate Governance 
and Nominating Committee
Members: D.G.A. McLean (chair), H.J. Bolton, 
E.E. Holiday, D. Losier, R. Pace

2009 HIGHLIGHTS

In 2009, the Corporate Governance and Nominating 
Committee, in accordance with its mandate:

Composition of the Board and its Committees
• monitored the size and composition of the Board, including 

recommending a reduction in its size and assisted the 
Board in determining Board Committee size, composition 
and mandate; 

• reviewed directors’ independence, fi nancial literacy and areas 
of expertise; and

• reviewed criteria for selecting directors and assessed the 
competencies and skills of the Board members in relation 
to the Company’s circumstances and needs.

Performance of the Board and its Committees
• reviewed the performance of the Board, Board Committees, 

Board and Committee Chairs and Board members, including 
reviewing the Board, Committee, peer and Chair evaluation 
process and the development of Management Information 
Circular questionnaires.

Director Compensation
• recommended to the Board remuneration of the Board Chair, 

the Committee chairs and non-executive directors.

Continuing Education for Directors
• monitored and reviewed the Company’s orientation and 

continuing education programs for directors.

Corporate Governance Initiatives
• reviewed and recommended changes to the Company’s 

corporate governance guidelines and monitored disclosure 
of corporate governance guidelines in accordance with 
applicable rules and regulations;

• led the annual review of the Company’s Corporate 
Governance Manual, including recommending to the Board 
an update to include recent best practices;

• reviewed procedures for meeting the Board’s information 
needs, including formal and informal access to 
executive management;

• monitored developments, proposed changes and and changes 
to securities law, disclosure and other regulatory requirements;

• reviewed Annual Report of CN Ombudsman; and
• monitored the Company’s Corporate Disclosure and 

Communications Policy and the Investor Relations and Public 
Affairs Program, including recommending to the Board an 
update to the Communications Policy.
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Committee Performance
• reviewed the processes in place to evaluate the performance 

of the Corporate Governance and Nominating Committee.

Submitted by the members of the Corporate Governance and 
Nominating Committee.

Report of the Human Resources and 
Compensation Committee
Members: R. Pace (Chair), A.C. Baillie, H.J. Bolton, 
G.D. Giffi n, E.E. Holiday, E.C. Lumley, D.G.A. McLean

2009 HIGHLIGHTS

In 2009, the Human Resources and Compensation Committee, 
in accordance with its mandate:

Succession Planning
• oversaw and monitored CEO succession, transition and 

compensation matters, in anticipation of Mr. Harrison’s 
retirement and Mr. Mongeau’s assumption of President and 
CEO offi ce as of January 1, 2010;

• closely monitored and participated in CFO succession and 
compensation matters in relation to Mr. Jobin’s appointment 
as Executive Vice-President and CFO as of June 1, 2009;

• reviewed the mechanisms in place regarding succession 
planning for the position of President and CEO; and

• reviewed the succession planning systems and policies for 
management put into place by the President and CEO, 
including processes to identify, develop and retain the talent 
of outstanding executives.

President and Chief Executive Offi cer Compensation
• reviewed corporate goals and objectives relevant to the 

President and the CEO, evaluated the President and the 
CEO’s performance based on those goals and objectives and 
recommended the President and the CEO’s compensation 
based on this evaluation, for approval by Independent 
Board members; and

• developed 2010 performance objectives in conjunction 
with incoming President and CEO.

Appointment of Executive Management
• recommended appointment of executive management and 

approved the terms and conditions of their appointment and 
termination or retirement. 

Executive Compensation
• reviewed the evaluation of executive management’s 

performance and recommended to the Board executive 
management’s compensation, including a thorough 
executive compensation and perquisites policy review leading 
to a recommendation to the Board of a change in total 
compensation positioning;

• reviewed the Voluntary Incentive Deferral Plan;
• examined and reviewed each element of executive 

compensation and reported on compensation practices;
• closely monitored bonus outlook in prevision of bonus 

payouts as well as RSU vesting outlook; and
• reviewed and recommended proposed 2010 bonus targets.

Executive Compensation Disclosure
• produced for review and approval by the Board a report 

on executive compensation for inclusion in the 2009 
Management Information Circular.

Compensation Philosophy
• maintained the compensation philosophy and policy that 

rewards the creation of shareholder value and refl ects the 
appropriate balance between the short- and longer-term 
performance of the Company; and

• recommended revisions to the Company’s policy relating to 
the positioning of total direct compensation of executives, 
effective January 1, 2010, with the implementation of such 
revised compensation policy over a two year period.

Pension Plans
• reviewed and monitored the fi nancial position of CN’s 

pension plans.

Human Resources Initiatives
• monitored pension and strategic labour and social issues.

Committee Performance
• reviewed the processes in place to evaluate the performance 

of the Human Resources and Compensation Committee; and
• reviewed and approved a forward-looking agenda for the 

committee for 2010.

Submitted by the members of the Human Resources and 
Compensation Committee.
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Report of the Environment, Safety 
and Security Committee
Members: V.M. Kempston Darkes (Chair), A.C. Baillie, 
E.E. Holiday, E.C. Lumley, D.G.A. McLean

2009 HIGHLIGHTS

In 2009, the Environment, Safety and Security Committee, 
in accordance with its mandate:

Environmental, Health and Safety Audits
• oversaw the development and implementation of 

environmental, safety and security policies, procedures 
and guidelines;

• reviewed environmental, health and safety audits and 
assessments of compliance, taking all reasonable steps 
to ensure that the Company is exercising due diligence;

• reviewed the Company’s business plan to ascertain 
that environmental, safety and security issues are taken 
into consideration; and

• reviewed all signifi cant safety and security matters.

Accounting Accrual
• monitored accounting accrual for environmental costs 

in conjunction with the Audit Committee.

Environmental Investigations and Judgments
• obtained reports on a timely basis in respect of all notices, 

complaints, investigations and proceedings by governmental 
authorities, and all judgments and orders in respect of 
environmental, safety and security matters.

Other
• kept abreast of Canadian and US environmental and safety 

regulatory developments of importance to the Company.

Committee Performance
• reviewed the processes in place to evaluate the performance 

of the Environment, Safety and Security Committee; and
• reviewed and approved a forward-looking agenda for the 

committee for 2010.

Submitted by the members of the Environment, Safety and 
Security Committee.

Report of the Strategic Planning 
Committee
Members: M.R. Armellino (Chair), A.C. Baillie, 
H.J. Bolton, G.D. Giffi n, E.H. Harrison, 
E.E. Holiday, V.M. Kempston Darkes, D. Losier, 
E.C. Lumley, D.G.A. McLean, C. Mongeau, R. Pace

2009 HIGHLIGHTS

In 2009, the Strategic Planning Committee, in accordance with 
its mandate:

Strategic Direction
• obtained regular briefi ngs on strategic and fi nancial issues; 

and 
• reviewed and approved the Company’s strategic 

direction, including its 2009-2011 business plan and 2009 
capital budgets.

Committee Performance
• reviewed the processes in place to evaluate the performance 

of the Strategic Planning Committee.

Submitted by the members of the Strategic Planning Committee.
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Report of the Investment 
Committee of CN’s Pension 
Trust Funds
Members: E.C. Lumley (Chair), M.R. Armellino, 
A.C. Baillie, E.E. Holiday, V.M. Kempston Darkes, 
D. Losier, D.G.A. McLean, R. Pace

2009 HIGHLIGHTS

In 2009, the Investment Committee of CN’s Pension Trust 
Funds, in accordance with its mandate: 

Investment Division
• reviewed the activities of the CN Investment Division and 

advised the Investment Division on investment of assets 
of CN’s Pension Trust Funds in accordance with applicable 
policies and procedures;

• reviewed and approved changes to the Statement of 
Investment Policies and Procedures for CN’s pension plans;

• reviewed and approved the Investment Strategy of the 
CN Investment Division;

• reviewed and approved the annual budget of the 
CN Investment Division; and

• reviewed and approved the CN Investment Incentive Plan and 
award payouts thereunder.

Committee Performance
• reviewed the processes in place to evaluate the performance 

of the Investment Committee of CN’s Pension Trust Funds.

Submitted by the members of the Investment Committee of 
CN’s Pension Trust Funds.
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