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Item 1

www.cn.ca

Dear Shareholder:

On behalf of the Board of Directors and Management of Canadian National Railway Company (CN), we cordially
invite you to attend the annual meeting of shareholders that will be held this year at the Delta Beauséjour Hotel,
Ballroom A, Convention Floor, 750 Main Street, Moncton, New Brunswick (Canada), on Tuesday, April 24, 2007, at
10:00 a.m., (Atlantic time).

The agenda and related documentation are attached. In addition to these items, we will discuss highlights of our
2006 performance and our plans for the future. You will have the opportunity to meet your directors and the senior
officers of CN.

Your participation in the affairs of the Company is important to us. If you are unable to attend in person, we
encourage you to complete and return the enclosed proxy form in the envelope provided for this purpose so that
your views can be represented. Also, it is possible for you to vote over the Internet by following the instructions on
the enclosed proxy form. Even if you plan to attend the meeting, you may find it convenient to express your views
in advance by completing and returning the proxy form or by voting over the Internet.

If your shares are not registered in your name but are held in the name of a nominee, you may wish to consult the
information on pages 3 and 4 of the accompanying Information Circular with respect to how to vote your shares.

A live Internet broadcast of the meeting will be available on the Company[Js website at www.cn.ca. Should you
decide to attend the meeting, please bring this letter with you to facilitate registration into the meeting.

We look forward to seeing you at the meeting.

Sincerely,
E. Hunter Harrison David G.A. McLean
President and Chief Executive Officer Chairman of the Board
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o NOTICE OF ANNUAL
Railway Company. MEETING OF SHAREHOLDERS

Our annual meeting of holders of common shares will be held at Delta Beauséjour, Ballroom A,
Convention Floor, 750 Main Street, Moncton, New Brunswick (Canada), on Tuesday, April 24, 2007, at
10:00 a.m. (Atlantic time) for:

1. receiving the consolidated financial statements for the year ended December 31, 2006 and the auditors[]
reports thereon;

2. electing the directors;

3. appointing the auditors;

4. approving amendments to the Management Long-Term Incentive Plan of the Company;

5. consideration of the two shareholder proposals set out in Schedule B[] to the Information Circular; and

6. transacting such other business as may properly be brought before the Meeting or any adjournment or
postponement thereof.

The directors have fixed March 15, 2007, as the record date for the determination of the holders of common shares

entitled to receive notice of the Meeting.

By order of the board of directors

Sean Finn

Senior Vice-President Public Affairs,
Chief Legal Officer and Corporate Secretary

March 6, 2007
Montréal, Québec
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INFORMATION CIRCULAR

This information circular (the Odformation Circular Dds provided in connection with the solicitation of
proxies by management of Canadian National Railway Company for use at the annual meeting of
shareholders or at any adjournment or postponement thereof (the [Meeting[In this document [ybul]
and [your[refer to the shareholders of, and [CN[,the [Company[dr Dale [ Tus [, Tour Crefer to,
Canadian National Railway Company. The Meeting will be held at Delta Beauséjour, Ballroom A,
Convention Floor, 750 Main Street, Moncton, New Brunswick (Canada), on Tuesday, April 24, 2007, at
10:00 a.m. (Atlantic time) for the purposes set forth in the foregoing Notice of Meeting. The information
contained herein is given as at February 28, 2007, except as indicated otherwise.

IMPORTANT [J If you are not able to attend the Meeting, please exercise your right to vote by signing and returning
the enclosed form of proxy (the voting instruction form in the case of Employee Shares (as such term is defined in
this Information Circular)) to Computershare Trust Company of Canada in the enclosed envelope, or by voting over
the Internet no later than 5:00 p.m. (Montréal time) on April 23, 2007, or, if the Meeting is adjourned or postponed,
by no later than 5:00 p.m. (Montréal time) on the business day prior to the day fixed for the adjourned or
postponed meeting. If you are a non-registered shareholder, reference is made to the section entitled JHow do |
vote if | am a non-registered shareholder?[] on page 3 of this Information Circular.
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Questions and Answers - Voting and Proxies

The following questions and answers provide guidance on how to vote your shares.
Who can vote?

Shareholders who are registered as at the close of business on March 15, 2007, (the Jrecord
date[]), will be entitled to vote at the Meeting or at any adjournment or postponement thereof,
either in person or by proxy.

As of the close of business on February 28, 2007, the Company had outstanding 510,006,627
common shares without nominal or par value. Subject to the voting restrictions described below,
each common share carries the right to one vote.

What will | be voting on?

Shareholders will be voting (i) to elect directors of the Company, (ii) to appoint KPMG LLP as
auditors of the Company, (iii) to amend the Management Long-Term Incentive Plan of the
Company, and (iv) on the two shareholder proposals set out in Schedule [IB[] to this Information
Circular. Our board of directors and our management are recommending that shareholders vote
FOR items (i), (ii) and (iii), and AGAINST the proposals referred to in item (iv).

How will these matters be decided at the Meeting?
A simple majority of the votes cast, in person or by proxy, will constitute approval of these matters.
Who is soliciting my proxy?

The solicitation is being made primarily by mail, but our directors, officers or employees may also
solicit proxies at a nominal cost to the Company. The Company has retained the services of
Kingsdale Shareholder Services Inc. for the solicitation of proxies in Canada and the United States,
at an aggregate cost estimated to be CAD$45,000 plus additional costs relating to telephone calls
and out-of-pocket expenses.

Who can | call with questions?

If you have questions about the information contained in this Information Circular or require
assistance in completing your form of proxy, please call Kingsdale Shareholder Services Inc., the
Company[Js proxy solicitation agent, toll-free at 1-866-381-4104.

How can | contact the transfer agent?

You can contact the transfer agent either by mail at Computershare Trust Company of Canada, 100
University Ave, 9th Floor, North Tower, Toronto, Ontario M5) 2Y1, by telephone at 1-800-564-6253,
by fax at 1-866-249-7775 or by email at service@computershare.com.

How do | vote?

If you are eligible to vote and your common shares are registered in your name, you can vote your
common shares in person at the Meeting or by proxy, as explained below. If your common shares

are held in the name of a nominee, please see the instructions below under JHow do | vote if | am

a non-registered shareholder?.

10
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What are the voting restrictions?

Our articles of incorporation, as amended, provide that no person, together with his or her
associates, shall hold, beneficially own or control, directly or indirectly, voting shares to which are
attached more than 15% in the aggregate of the votes attached to all our voting shares that may
ordinarily be cast to elect directors of the Company. In addition, where the total number of voting
shares held, beneficially owned or controlled, directly or indirectly, by any one person together with
his or her associates exceeds such 15% maximum, no person shall, in person or by proxy, exercise
the voting rights attached to the voting shares held, beneficially owned or controlled, directly or
indirectly, by such person or his or her associates.

How do I vote if | am a registered shareholder?

1) Voting by Proxy

You are a registered shareholder if your name appears on your share certificate. If this is the case,
you may appoint someone else to vote for you as your proxy holder by using the enclosed form of
proxy. The persons named as proxies in such form of proxy are the board chair and the President
and Chief Executive Officer of the Company. However, you have the right to appoint any
other person or company (who need not be a shareholder) to attend and act on your
behalf at the Meeting. That right may be exercised by writing the name of such person
or company in the blank space provided in the form of proxy or by completing another
proper form of proxy. Make sure that the person you appoint is aware that he or she is
appointed and attends the Meeting.

CN Management Information Circular 2
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0 How can | send my form of proxy?

You can either return a duly completed and executed form of proxy to the transfer agent and
registrar for the Company[Js common shares, Computershare Trust Company of Canada, in the
envelope provided, or you can vote over the Internet by following the instructions on the form of
proxy.

0 What is the deadline for receiving the form of proxy?

The deadline for receiving duly completed forms of proxy or a vote over the Internet is 5:00 p.m.
(Montréal time) on April 23, 2007, or if the Meeting is adjourned or postponed, by no later than

5:00 p.m. (Montréal time) on the business day prior to the day fixed for the adjourned or postponed
meeting.

[J How will my common shares be voted if | give my proxy?

Your common shares will be voted or withheld from voting in accordance with your
instructions indicated on the proxy. If no instructions are indicated, your common
shares represented by proxies in favour of management will be voted FOR the election
of management[SIhominees as directors, FOR the appointment of KPMG LLP as
auditors, FOR the amendments to the Management Long-Term Incentive Plan, AGAINST
each of the two shareholder proposals set out in Schedule [BICand at the discretion of
the proxy holder in respect of amendments to any of the foregoing matters or on such
other business as may properly be brought before the Meeting. Should any nominee
named herein for election as a director become unable to accept nomination for election, it is
intended that the person acting under proxy in favour of management will vote for the election in
his or her stead for such other person as management of the Company may recommend.
Management has no reason to believe that any of the nominees for election as directors will be
unable to serve if elected to office and management is not aware of any amendment or other
business likely to be brought before the Meeting.

O If I change my mind, how can | revoke my proxy?

You may revoke your proxy at any time by an instrument in writing (which includes another form of
proxy with a later date) executed by you, or by your attorney (duly authorized in writing), and (i)
deposited with the Corporate Secretary of the Company at the registered office of the Company
(935 de La Gauchetiere Street West, Montréal, Québec, Canada, H3B 2M9) at any time up to and
including 5:00 p.m. (Montréal time) on the last business day preceding the day of the Meeting or
any adjournment or postponement thereof, or (ii) filed with the chair of the Meeting on the day of
the Meeting or any adjournment or postponement thereof, or in any other manner permitted by
law or in the case of a vote over the Internet, by way of a subsequent Internet vote.

2) Voting in Person

If you wish to vote in person, you may present yourself to a representative of Computershare Trust

Company of Canada. Your vote will be taken and counted at the Meeting. If you wish to vote in
person at the Meeting, do not complete or return the form of proxy.

How do I vote if | am a non-registered
shareholder?

If your common shares are not registered in your name and are held in the name of a nominee, you
are a [Jnon-registered shareholder[]. If your common shares are listed in an account statement
provided to you by your broker, those common shares will, in all likelihood, not be registered in
your name. Such common shares will more likely be registered under the name of your broker or

12
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an agent of that broker. Without specific instructions, brokers and their agents or nominees are
prohibited from voting shares for the broker[Js client. If you are a non-registered shareholder, there
are two ways, listed below, that you can vote your common shares:

1) Giving your Voting Instructions

Applicable securities laws require your nominee to seek voting instructions from you in advance of
the Meeting. Accordingly, you will receive or have already received from your nominee a request
for voting instructions for the number of common shares you hold. Every nominee has its own
mailing procedures and provides its own signature and return instructions, which should be
carefully followed by non-registered shareholders to ensure that their common shares are voted at
the Meeting.

2) Voting in Person

However, if you wish to vote in person at the Meeting, insert your own name in the space provided
on the request for voting instructions provided by your nominee to appoint yourself as proxy holder
and follow the signature and return instructions of your nominee. Non- registered shareholders who
appoint themselves as proxy holders should present themselves at the Meeting to a representative
of Computershare Trust Company of Canada. Do not otherwise complete the request for voting
instructions sent to you as you will be voting at the Meeting.

How do I vote if | am an employee shareholder?
Common shares purchased by employees of the Company under its Canadian and U.S. Employee
Share Investment Plans and its Union and Management Savings Plans for U.S. Operations (the
OPlans[]), are known as [JEmployee Shares[]. Employee Shares remain registered in the name of
the custodian, unless the employees have withdrawn their common shares from the Plans in
accordance with their provisions.

CN Management Information Circular 3
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Voting rights attached to the Employee Shares that are registered in the name of the custodian can be exercised
by employees, or their attorneys authorized in writing, by indicating on the enclosed voting instruction form the
necessary directions to the custodian or any other person or company (who need not be a shareholder) as to how
they wish their Employee Shares to be voted at the Meeting. Beneficial owners of Employee Shares may also give
such voting instructions by telephone or over the Internet. The Employee Shares will be voted pursuant to the
directions of the beneficial owner. If no choice is specified for an item, the Employee Shares will be voted in
accordance with management[Js recommendations mentioned above and at the discretion of the custodian or such
other person indicated, in respect of amendments to management[Js proposals or on such other business as may
properly be brought before the Meeting. Only Employee Shares in respect of which a voting instruction form has
been signed and returned (or in respect of which the employee has given voting instructions by telephone or over
the Internet) will be voted.

A holder of Employee Shares may revoke his or her directions, as indicated on a voting instruction form, at any
time by an instrument in writing executed by the holder of Employee Shares, or by the holder[]s attorney duly
authorized in writing, provided such written instrument indicating the holder[Js intention to revoke is (i) deposited
with the Corporate Secretary of CN at the registered office of CN at any time up to and including 5:00 p.m.
(Montréal time) on the last business day preceding the day of the Meeting or any adjournment or postponement
thereof, (ii) filed with the chair of the Meeting on the day of the Meeting or any adjournment or postponement
thereof, or (iii) in any other manner permitted by law, or in the case of directions given by telephone or over the
Internet, by way of subsequent telephone or Internet directions.

The voting instruction form must be used only with respect to Employee Shares. In the event that an employee
holds common shares outside the Plans, he or she must also complete the enclosed form of proxy with respect to
such additional common shares. No form of proxy is to be completed with respect to Employee Shares.

CN Management Information Circular 4
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Business of the Meeting

Financial Statements

Our consolidated financial statements for the year ended December 31, 2006, together with the auditors[] reports
thereon, are included in the 2006 Annual Report of the Company.

Election of Directors

Our articles of incorporation, as amended, provide that our board of directors shall consist of a minimum of seven
and a maximum of 21 directors (hereinafter the [[Board[] or [[Board of Directors[]). Pursuant to a resolution of
the Board of Directors, 14 persons are to be elected as directors for the current year, each to hold office until the
next annual meeting of shareholders or until such person[s successor is elected or appointed.

The term of office of each of the present directors expires at the close of the Meeting. The persons named in the
section entitled [Nbminees for Election to the Board -Description of Nominees Will be presented for
election at the Meeting as management[sSlnhominees. Unless authority is withheld, the persons
designated in the accompanying form of proxy or voting instruction form intend to vote FOR the

election of these nominees. The persons nominated are, in the opinion of the Board of Directors and
management, well qualified to act as directors of the Company for the ensuing year. The Board of Directors and
management do not contemplate that any of these nominees will be unable to serve as a director, but should that
occur for any reason before the Meeting, the persons designated in the accompanying form of proxy or voting
instruction form reserve the right to vote for another nominee at their discretion unless the shareholder who has
given such proxy or voting instruction form has directed that the common shares be withheld from voting on the
election of any of the directors.

Appointment of Auditors

The Board of Directors and the Audit Committee recommend that KPMG LLP be appointed to serve as our auditors

until the next annual meeting of shareholders. Unless authority is withheld, the persons designated in the
accompanying form of proxy or voting instruction form intend to vote FOR the appointment of KPMG
LLP as auditors of the Company to hold office until the next annual meeting of shareholders.

Amendments to Management Long-Term Incentive Plan

At the Meeting, shareholders will be asked to consider, and, if deemed advisable, to approve an ordinary resolution
(the JMLTIP Resolution[]) confirming certain amendments to our Management Long-Term Incentive Plan (the
OMLTIP[). On March 6, 2007, the Board of Directors approved, subject to shareholder and regulatory approval, a
new amendment provision for the MLTIP.

The MLTIP currently provides that the Company has the power to make such changes to the MLTIP as it deems
proper, subject to the rights and obligations of the participants in the MLTIP. In 2006, the Toronto Stock Exchange
(OTSX[) issued a staff notice indicating that general amendment provisions in security-based compensation plans
of TSX issuers should be reviewed. The Human Resources and Compensation Committee and the Board of
Directors believe that it is in the best interests of the Company to make, and have approved, an amendment to the
MLTIP to provide that from time to time the Board of Directors or the Human Resources and Compensation
Committee, as provided in the MLTIP or pursuant to a specific delegation and in accordance with applicable
legislation and regulations, may, in addition to its powers under the MLTIP, amend any of the provisions of MLTIP or
suspend or terminate the MLTIP or amend the terms of any then outstanding award of options under the MLTIP
(DOptions[]); provided, however, that the Company shall obtain shareholder approval for:

(i) any amendment to the maximum number of common shares issuable under the MLTIP, except for
adjustments in the event that such shares are subdivided, consolidated, converted or reclassified by the

15
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Company or that any other action of a similar nature affecting such shares is taken by the Company (a
OShare Adjustment[]);

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

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

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 MLTIP reserve;

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

any reduction in the exercise price of an Option after the Option has been granted to a participant or any

CN Management Information Circular 5
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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 case of an
extension due to a blackout period;

(viii) any increase to the maximum number of common shares that may be issued (i) under the MLTIP to any one
participant during any calendar year or (ii) under the MLTIP and under any other plan to any one participant;
and

(ix) the addition in the MLTIP of any form of financial assistance and any amendment to a financial assistance
provision which is more favourable to participants.

The Board or the Human Resources and Compensation Committee, as provided in the MLTIP or pursuant to a

specific delegation, may, subject to receipt of requisite regulatory approval, where required, in its sole discretion,

make all other amendments to the MLTIP or awards of Options under the MLTIP that are not contemplated above,

including, without limitation, the following:

(i) amendments of a [Jhousekeeping[] or clerical nature as well as any amendment clarifying any provision of the
MLTIP;

(ii)  a change to the vesting provisions of an Option or of the MLTIP;

(iii) a change to the termination provisions of an Option or the MLTIP which does not entail an extension beyond
the original expiry date;

(iv) any Share Adjustment; and

(v) suspending or terminating the MLTIP.

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 MLTIP, to the
extent that such Options have not then been exercised, unless the rights of the participants shall then have
terminated in accordance with the MLTIP.

Also on March 6, 2007, the Board of Directors approved, subject to shareholder and regulatory approval,
amendments to the MLTIP providing for an extension of ten (10) business days from the end of a Blackout Period
(which is defined as a period self-imposed by the Company during which directors and certain employees of the
Company shall not trade the securities of the Company) if the expiry date of an Option falls within the Blackout
Period or within ten (10) business days after the end of the Blackout Period (a [IBlackout Extension Term[]).
Furthermore, should a new Blackout Period be imposed during a Blackout Extension Term, the Blackout Extension
Term will be further extended at the end of the new Blackout Period so that the number of days during which
Optionees will be able to trade securities of the Company will amount to a total of ten (10) business days.

At the Meeting, shareholders will be asked to consider and, if deemed appropriate, to pass an ordinary resolution
approving the above amendments.

The MLTIP Resolution, the text of which is reproduced at Schedule [JA[] to this Information Circular, must be
approved by at least a majority of the votes cast at the Meeting by shareholders of the Company present or
represented by proxy in order for it to be adopted. The Company[]s Board of Directors recommends that
shareholders vote FOR the approval of the ordinary resolution.

Unless contrary instructions are indicated on the form of proxy or the voting instruction form, the
persons designated in the accompanying form of proxy or voting instruction form intend to vote FOR
the approval of the MLTIP Resolution.

17
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For more information on the MLTIP, please see the section of this Information Circular entitled [JStatement of
Executive Compensation - Officers[] Remuneration - Management Long-Term Incentive Plan[].

Shareholder Proposals

Attached to this Information Circular are two shareholder proposals which have been submitted for consideration at
the Meeting, the supporting statements of the proposing shareholders and the response of management and the
Board of Directors to each of the proposals. Management and the Board of Directors recommend to vote AGAINST

such proposals.

Unless contrary instructions are indicated on the form of proxy or the voting instruction form, the
persons designated in the accompanying form of proxy or voting instruction form intend to vote
AGAINST these proposals.

CN Management Information Circular 6
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Nominees for Election to the Board

Description of Nominees

The following table sets out information regarding the nominees for election as directors, as of February 28, 2007,
unless otherwise indicated. All nominees are current directors of the Company. Mr. Purdy Crawford, who is one of
our current directors, will retire from the Board at the Meeting, having reached the age limit described in the
Board[]s retirement policy.

MICHAEL R. ARMELLINO, CFA

Age: 67" Mr. Armellino, a chartered financial analyst, is a Retired Partner,

Fort Lee, New Jersey, The Goldman Sachs Group, LP. From 1991 to 1994, Mr.

U.S.A. Armellino was chair and Chief Executive Officer of Goldman
Sachs Asset Management. Prior to 1991, he had held various

Director Since: May 7,

1996 positions at Goldman, Sachs & Co., including senior
transportation analyst and Partner in Charge of Research.
Independent
Member of: Attendance: Securities and Options Held:

Board 100% Common Shares Owned or Options Hel
Strategic Planning Committee (Chair) 100% Controlled®)
Audit Committee 100%
Finance Committee 100% February 2007 February 2006 February 2007 Feb
Investment Committee of CN[Js Pension Trust Funds(? 100%

97,650 89,846 Nil

A. CHARLES BAILLIE, O.C., LL.D.

Age: 671 Mr. Baillie retired as chair of The Toronto-Dominion Bank in April
Toronto, Ontario, Canada 2003, and as Chief Executive Officer of the bank in December
Director Since: April 15, 2002. Mr. Baillie is also a director of Dana Corporation, George

2003 Weston Limited and Telus Corporation.
Independent
Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options Held™®
Audit Committee 100% Controlled®
Corporate Governance and Nominating Committee 100%
Human Resources and Compensation Committee 100% February 2007 February 2006 February 2007 Februal
Strategic Planning Committee 100%
117,514(5) 92,220(6) N/A N,

CN Management Information Circular 7
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HUGH J. BOLTON, FCA

Age: 68M Mr. Bolton is the chair of the board of directors of EPCOR Utilities
Edmonton, Alberta, Canada Inc. (energy and energy-related services provider), and the Lead
Director Since: April 15, 2003 Director of Matrikon Inc. (supplier of industrial IT solutions). Mr.
Independent Bolton is also a director of Teck Cominco Limited, The
Toronto-Dominion Bank and WestJet Airlines Ltd. From 1991 to
1997, Mr. Bolton was chair and Chief Executive Partner of
Coopers & Lybrand Canada (now PricewaterhouseCoopers).

Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options Held™®
Audit Committee 100% Controlled®
Corporate Governance and Nominating Committee 100%
Human Resources and Compensation Committee 100% February 2007 February 2006 February 2007 Februal
Strategic Planning Committee 100%
27,949(5) 23,200(6) N/A N,

J.V. RAYMOND CYR, O.C., LL.D.

Age: 731 Mr. Cyr is chair of PolyValor Inc. (University Research
Montréal, Québec, Canada  Valorization Fund). Mr. Cyr also served as chair of Bell Canada
Director Since: March 29, from 1985 to 1989 and from 1992 to 1996 and as chair of BCE

1995 Inc. from 1989 to 1993. He is also a director of Transcontinental
Independent Inc. and ART Advanced Research Technologies Inc.
Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options Hel
Environment, Safety and Security Committee (Chair) 100% Controlled®
Finance Committee 100%
Investment Committee of CN[Js Pension Trust Funds® 100% February 2007 February 2006 February 2007 Feb
Strategic Planning Committee 67%
64,803(5) 59,088(6) 72,000

CN Management Information Circular 8
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AMBASSADOR GORDON D. GIFFIN

Age: 57(1) Mr. Giffin is Senior Partner, McKenna Long & Aldridge (law firm)
Atlanta, Georgia, U.S.A and he was United States Ambassador to Canada from August
1997 to April 2001. Mr. Giffin is also a director of Canadian

Director Since: May 1, . .
y Imperial Bank of Commerce, Canadian Natural Resources

|2001 Limited, TransAlta Corporation, Bowater Incorporated and
ndependent . X
Ontario Energy Savings Corp.

Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options Held™®
Environment, Safety and Security Committee 100% Controlled®
Finance Committee 100%
Human Resources and Compensation Committee 100% February 2007 February 2006 February 2007 February
Strategic Planning Committee 100%

28,013(5) 28,366 27,000 27,0(

JAMES K. GRAY, O.C., A.O.E., LL.D.

Age: 73(1) Mr. Gray is Corporate Director and Former Chairman and Chief
Calgary, Alberta, Canada Executive Officer, Canadian Hunter Exploration Ltd. (natural gas
company). Mr. Gray is also a director of Brookfield Asset

Director Since: July 4, X .
Irector Since: July Management Inc., Phoenix Technology Income Fund and Twin

1996 . ;
Independent Mining Corporation.
Member of: Attendance: Securities and Options Held:

Board 100% Common Shares Owned or Options Held™®
Corporate Governance and Nominating Committee 100% Controlled®
Environment, Safety and Security Committee 75%
Human Resources and Compensation Committee 100% February 2007 February 2006 February 2007 Februal
Strategic Planning Committee 100%

57,889(5) 52,624 72,000 72,

CN Management Information Circular 9
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E. HUNTER HARRISON

Age: 62(1) Mr. Harrison has been President and Chief Executive Officer of

Wellington, Florida, U.S.A. the Company since January 1, 2003. He has served as Executive

Director Since: December Vice-President and Chief Operating Officer of the Company from

7, 1999 March 1998 to December 2002. Prior to joining CN, Mr. Harrison

Not Independent had been a director and President and Chief Executive Officer of
the lllinois Central Corporation and the Illinois Central Railroad
Company from 1993 to 1998.

Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options Held®
Strategic Planning Committee 100% Controlled®

February 2007 February 2006 February 2007 February 2006

283,625 264,204 3,360,000 3,215,000
EDITH E. HOLIDAY
Age: 55(1) Mrs. Holiday is a Corporate Director and Trustee and a former
Washington, District of General Counsel, United States Treasury Department and
Columbia, U.S.A. Secretary of the Cabinet, The White House. Mrs. Holiday is a
Director Since: June 1, director of H.J. Heinz Company, Hess Corporation, RTI
2001 International Metals, Inc. and White Mountains Insurance Group,
Independent Ltd. She is also a director or trustee in various investment
companies of the Franklin Templeton Group of Mutual Funds.
Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options Held
Corporate Governance and Nominating Committee 100% Controlled®
Environment, Safety and Security Committee 100%
Human Resources and Compensation Committee 100%
Investment Committee of CN[Js Pension Trust Funds(2) 100% February 2007 February 2006 February 2007 Febru
Strategic Planning Committee 100%
26,700 22,200 27,000 2
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V. MAUREEN KEMPSTON DARKES, O.C., D. COMM., LL.D.

Age: 58(1)
Miramar, Florida, U.S.A.

Director Since: March 29,
1995
Not Independent

Mrs. Kempston Darkes is Group Vice-President and President
Latin America, Africa and Middle East, General Motors
Corporation. From 1994 to 2001, she was President and General
Manager of General Motors of Canada Limited and
Vice-President of General Motors Corporation. Mrs. Kempston
Darkes is also a director of The Thomson Corporation.

Member of: Attendance: Securities and Options Held:
Board 91% Common Shares Owned or Options He
Corporate Governance and Nominating Committee 100% Controlled®
Finance Committee 100%
Investment Committee of CN[Js Pension Trust Funds(2) 75% February 2007 February 2006 February 2007 Fe
Strategic Planning Committee 67%
35,469(5) 30,690® 72,000

ROBERT H. LEE, C.M., O.B.C., LL.D.

Age: 73(1)

Vancouver, British
Columbia, Canada
Director Since: April 21,
2006

Independent

Mr. Lee is Chairman of the Prospero Group of Companies (real
estate, investment, finance, agency and management). He is a
director of Crown Life Insurance Company, Wall Financial
Corporation, and he served for many years as a Trustee of
Belmont Trust, which is associated with Fairmont Shipping Hong
Kong Ltd. He served as Chancellor of the University of British
Columbia, Chairman of UBC Foundation and as a member of its
Board of Governors for many years. In 1998, he founded and still
serves as Chairman of the UBC Properties Trust.

Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options He
Audit Committee 100% Controlled®
Finance Committee 100%
Investment Committee of CN[Js Pension Trust Funds(2) 100% February 2007 February 2006 February 2007 Fe
Strategic Planning Committee 100%
13,500 N/A N/A

CN Management Information Circular 11
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DENIS LOSIER, LL.D.

Age: 54(1) Mr. Losier is President and Chief Executive Officer, Assumption

Moncton, New Brunswick, Life (life insurance company). Between 1989 and 1994, Mr.

Canada Losier held various cabinet level positions with the government

Director Since: October of the Province of New Brunswick. He is also a director of NAV

25, 1994 CANADA.

Independent

Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options He
Finance Committee (Chair) 100% Controlled®3
Audit Committee 100%
Investment Committee of CN[Js Pension Trust Funds(2) 100% February 2007 February 2006 February 2007 Fe
Strategic Planning Committee 100%
66,979(5) 61,794(6) 60,000

THE HON. EDWARD C. LUMLEY, P.C., LL.D.

Age: 67(1) Mr. Lumley is Vice-Chairman, BMO Capital Markets (investment
South Lancaster, Ontario, bank). From 1986 to 1991, he served as chair of Noranda
Canada Manufacturing Group Inc. Mr. Lumley was a Member of
Director Since: July 4, Parliament from 1974 to 1984, during which time he held
1996 various cabinet portfolios in the Government of Canada. Mr.
Independent Lumley is also a director of BCE Inc., Dollar-Thrifty Automotive
Group, Inc., Magna Entertainment Corp. and Magna International
Inc.
Member of: Attendance: Securities and Options He
Board 100% Common Shares Owned or Optio
Investment Committee of CN[Js Pension Trust Funds (Chair)(2) 100% Controlled®
Environment, Safety and Security Committee 100%
Finance Committee 100%
Human Resources and Compensation Committee 100% February 2007 February 2006 February 20(
Strategic Planning Committee 100%
54,186(5) 48,518 72,000
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DAVID G.A. McLEAN, O.B.C., LL.D.

Age: 68(1) Mr. McLean is board chair of the Company and chair and Chief

Vancouver, British Executive Officer, The McLean Group (real estate investment,

Columbia, Canada film and television facilities, communications and helicopter

Director Since: August 31, charters).

1994

Independent

Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options |
Corporate Governance and Nominating Committee (Chair) 100% Controlled®®
Environment, Safety and Security Committee 100%
Human Resources and Compensation Committee 100%
Investment Committee of CN[Js Pension Trust Funds(2) 100% February 2007 February 2006 February 2007 F
Strategic Planning Committee 100%
150,224(5) 134,606©) 24,000

ROBERT PACE

Age: 52(1) Mr. Pace is President and Chief Executive Officer, The Pace

Halifax, Nova Scotia, Group (private holding company). Mr. Pace is also a director of

Canada High Liner Foods Incorporated and board chair of Overland

Director Since: October ~ Realty Limited.

25,1994

Independent

Member of: Attendance: Securities and Options Held:
Board 100% Common Shares Owned or Options Held
Audit Committee (Chair) 100% Controlled®
Corporate Governance and Nominating Committee 100%
Human Resources and Compensation Committee 100%
Investment Committee of CN[Js Pension Trust Funds(2) 100% February 2007 February 2006 February 2007 Febru
Strategic Planning Committee 100%
68,033(5) 62,242 72,000 7

(1) The age of the directors is provided as at the date of the Meeting (i.e., on April 24, 2007).

(2) The Investment Committee of CN[Js Pension Trust Funds is a mixed committee composed of both
members of the Board of Directors as well as officers of the Company.

(3) The information regarding common shares beneficially owned, controlled or directed has been furnished
by the respective nominees individually and includes Directors Restricted Share Units granted as
compensation to directors, but does not include common shares under options.

(4) The information regarding options comprises only the options granted under the Management
Long-Term Incentive Plan. Mr. Baillie, Mr. Bolton and Mr. Lee were not members of the Board when
options were granted. No options were granted to directors in 2003, 2004 and 2005. On March 8, 2005,
the Management Long-Term Incentive Plan was amended to provide that option grants under such plan
could no longer be made to non-executive directors.

(5) Includes Directors Restricted Share Units in the following amounts: A. Charles Baillie: 27,314; Hugh J.
Bolton: 24,949; J.V. Raymond Cyr: 22,462; Ambassador Gordon D. Giffin: 12,213; James K. Gray: 5,713;
V. Maureen Kempston Darkes: 22,869; Denis Losier: 23,712; Edward C. Lumley: 22,386; David G.A.
McLean: 42,314; and Robert Pace: 23,933. Pursuant to the terms of the Directors Restricted Share Units,
directors or their estates can only access their Directors Restricted Share Units upon retirement,
resignation or death.
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(6) Includes Directors Restricted Share Units in the following amounts: A. Charles Baillie: 22,220; Hugh J.
Bolton: 20,200; J.V. Raymond Cyr: 22,188; Ambassador Gordon D. Giffin: 12,066; James K. Gray: 5,644;
V. Maureen Kempston Darkes: 22,590; Denis Losier: 18,976; Edward C. Lumley: 16,718; David G.A.
McLean: 28,696; and Robert Pace: 18,142.

CN Management Information Circular 13
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Board of Directors Compensation

The directors of the Company play an invaluable role in enhancing shareholder value. As indicated under
ONominees for Election to the Board [J Share Ownership[] at page 17, the directors have a substantial investment in
the Company. In addition, approximately 80% of the total annual remuneration for 2006 of the non-executive
directors was in the form of common shares or Directors Restricted Share Units (JDRSUs[]). The directors may
elect to receive all or part of their director, committee member, Board chair and committee chair cash retainers
either in cash, common shares of the Company purchased on the open market or DRSUs. They may also elect to
receive their common share retainers in DRSUs. Each DRSU entitles the beneficiary thereof to receive upon
resignation, retirement or death, one common share of the Company purchased on the open market plus
additional DRSUs reflecting dividend equivalents.

The directors[] compensation program is designed to attract and retain the most qualified people to serve on CN[Js
Board and committees and takes into account the risks and responsibilities of being an effective director. To reflect
the Company([]s extensive operations in the United States, four of the non-executive director nominees are from
the United States and the compensation of the non-executive directors of the Company tends to be comparable to
that of large U.S.-based companies.

In consideration for serving on the Board of Directors in 2006, each director was compensated as indicated in the
table below:

Amount
and number
Type of fee of shares
Board Chair Retainer(1) US$120,0001
and 12,000 Shares(2)
Director Retainer(3) US$15,000%
and 4,500 Shares(2)
Committee Chair Retainer(4) US$15,000(2)
Committee Member Retainer US$3,500(2)
Board Meeting Attendance Fee US$1,000
Committee Meeting Attendance US$1,000
Fee
Travel Attendance Fee US$1,000

(1) The Board chair received no additional Director Retainer nor
Committee Chair or Member Retainer.

(2) The directors may choose to receive all or part of their cash
retainer in common shares or DRSUs and their common share
retainer can also be received in DRSUs. The common shares are
purchased on the open market.

(3) Mr. Harrison did not receive any compensation to serve as
director because he is an officer of the Company.

(4) The committee chairs (other than the Board chair) also received,
as members of a committee, a retainer of US$3,500.

CN Management Information Circular 14
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The table below reflects in detail the compensation earned by non-employee directors in the 12-month period
ended December 31, 2006.

Percentage
Value of Board_and o7 el B
Director and Committee committee Common Committee Total received in
Board Chair Chairman  pMember Shares or  Attendance Annual Common
Cash Cash cash DRSUs and Travel Fees and Shares and/or
Retainer Retainer Retainer Granted(2) (3) Fees(4) Equity Grant DRSUs(5)
Director(1) (USS$) (USs) (USs$) (USS$) (USS$) (USs) (USS)
Michael R.
Armellino 15,000 15,000 14,000 202,500 35,000 281,500 77%
A. Charles
Baillie 15,000 0 14,000 202,839 38,000 269,839 81%
Hugh J.
Bolton 15,000 0 14,000 202,839 38,000 269,839 75%
Purdy
Crawford 15,000 15,000 17,500 202,839 42,000 292,339 86%
J.V.
Raymond
Cyr 15,000 15,000 14,000 202,315 27,000 273,315 74%
Ambassador
Gordon D.
Giffin 15,000 0 14,000 202,548 35,000 266,548 76%
James K.
Gray 15,000 0 14,000 201,995 36,000 266,995 87%
Edith E.
Holiday 15,000 0 17,500 204,084 40,000 276,584 74%
V. Maureen
Kempston
Darkes 15,000 0 14,000 201,836 29,000 259,836 78%
Robert H.
Lee(6) 10,000 0 9,333 125,841 24,000 169,174 74%
Denis Losier 15,000 15,000 14,000 202,839 35,000 281,839 72%
The Hon.
Edward C.
Lumley 15,000 15,000 17,500 202,839 40,000 290,339 86%
David G.A.
McLean 120,000 0 0 540,904 41,000 701,904 86%

29



Edgar Filing: CANADIAN NATIONAL RAILWAY CO - Form 6-K

Robert Pace 15,000 15,000 17,500 204,800 42,000 294,300 86%

TOTAL 310,000 90,000 191,333 3,101,018 502,000 4,194,351 80%

(1) Certain directors attended meetings of committees of which they were not members and received a committee
attendance fee for such attendance. These directors have received not more than US$5,000, on an individual basis, in
such attendance fees. Mr. McLean received US$2,000 for his participation in meetings of the Company[Js Donations
Committee. These fees are not presented in this table.

(2) In addition to the director cash retainer, each non-executive director received 4,500 common shares or DRSUs as part of
the Board Retainer. The value of such grant was calculated as at the dates of purchase or grant and using the exchange
rate in effect at such time.

(3) In addition to the Board chair cash retainer, the Board chair received 12,000 common shares or DRSUs as Board chair
retainer. The value of such grant was calculated as at the dates of purchase or grant and using the exchange rate in
effect at such time.

(4) Includes travel fees which amounted to a total of US$94,000, in aggregate for all directors.

(5) In addition to the common shares or DRSUs received by the directors and the Board chair as described in notes (2) and
(3), the directors and the Board chair may choose to receive all or part of their cash retainers in common shares or
DRSUs. The following directors made such election: Michael R. Armellino, A. Charles Baillie, Purdy Crawford, James K.
Gray, Edward C. Lumley, David McLean and Robert Pace. The percentage of total fees received in common shares and/or
DRSUs reflects such elections.

(6) Mr. Lee was appointed to the Board of Directors effective April 21, 2006.

The table below shows information regarding options held by non-executive directors under the Management
Long-Term Incentive Plan as of February 28, 2007. As of the date hereof, all these options are exercisable. On
March 8, 2005, the Management Long-Term Incentive Plan was amended to provide that option grants under the
Plan could no longer be made to the non-executive directors. While they remain participants in the Plan for
previous grants, the last time non-executive directors received options was in 2002.

Options as at February 28, 2007(2)

. Value of
Options .
Granted _ _ Unex_ermsec
Date of Grant Expiry Date Exercise Price and Vested® Exercised Unexercised Options(3)
Director (mm/dd/yy) (mm/dd/yy) (USs) #) #) #) (USS$)
Michael R.
Armellino® 03/24/1998 03/24/2008 13.18 21,000 21,000 0 0
04/26/1999 04/26/2009 12.61 12,000 12,000 0 0
01/25/2000 01/25/2010 9.98 12,000 12,000 0 0
01/26/2001 01/26/2011 14.25 15,000 15,000 0 0
01/25/2002 01/25/2012 21.87 12,000 12,000 0 0
A. Charles
Baillie(4) O a0 0 0 O 0 O
Hugh J.
Bolton(4) O 0 0 0 O 0 0

CN Management Information Circular 15
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Options

Options as at February 28, 2007(2)

Value of
Unexercisec

Granted
Date of Grant Expiry Date Exercise Price and Vested? Exercised Unexercised Options(3)

Director (mm/dd/yy) (mm/dd/yy) (Uss) #) #) #) (USss)

Purdy

Crawford 03/24/1998 03/24/2008 13.18 21,000 0 21,000 641,340
04/26/1999 04/26/2009 12.61 12,000 0 12,000 373,320
01/25/2000 01/25/2010 9.98 12,000 0 12,000 404,880
01/26/2001 01/26/2011 14.25 15,000 O 15,000 442,050
01/25/2002 01/25/2012 21.87 12,000 O 12,000 262,200

J.V.

Raymond

Cyr 03/24/1998 03/24/2008 13.18 21,000 0 21,000 641,340
04/26/1999 04/26/2009 12.61 12,000 0 12,000 373,320
01/25/2000 01/25/2010 9.98 12,000 0 12,000 404,880
01/26/2001 01/26/2011 14.25 15,000 0 15,000 442,050
01/25/2002 01/25/2012 21.87 12,000 0 12,000 262,200

Ambassador

Gordon D.

Giffin 05/01/2001 05/01/2011 16.95 15,000 15,000 401,550
01/25/2002 01/25/2012 21.87 12,000 12,000 262,200

James K.

Gray 03/24/1998 03/24/2008 13.18 21,000 0 21,000 641,340
04/26/1999 04/26/2009 12.61 12,000 0 12,000 373,320
01/25/2000 01/25/2010 9.98 12,000 0 12,000 404,880
01/26/2001 01/26/2011 14.25 15,000 0 15,000 442,050
01/25/2002 01/25/2012 21.87 12,000 0 12,000 262,200

Edith E.

Holiday 06/01/2001 06/01/2011 17.72 15,000 0 15,000 390,000
01/25/2002 01/25/2012 21.87 12,000 0 12,000 262,200

V. Maureen

Kempston

Darkes 03/24/1998 03/24/2008 13.18 21,000 0 21,000 641,340
04/26/1999 04/26/2009 12.61 12,000 0 12,000 373,320
01/25/2000 01/25/2010 9.98 12,000 0 12,000 404,880
01/26/2001 01/26/2011 14.25 15,000 0 15,000 442,050
01/25/2002 01/25/2012 21.87 12,000 0 12,000 262,200

Robert H.

Lee(4) 0 a 0 0 a0 0 0
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Denis Losier  03/24/1998 03/24/2008 13.18 21,000 12,000 9,000 274,860
04/26/1999 04/26/2009 12.61 12,000 0 12,000 373,320
01/25/2000 01/25/2010 9.98 12,000 0 12,000 404,880
01/26/2001 01/26/2011 14.25 15,000 0 15,000 442,050
01/25/2002 01/25/2012 21.87 12,000 0 12,000 262,200

The Hon.

Edward C.

Lumley 03/24/1998 03/24/2008 13.18 21,000 0 21,000 641,340
04/26/1999 04/26/2009 12.61 12,000 0 12,000 373,320
01/25/2000 01/25/2010 9.98 12,000 0 12,000 404,880
01/26/2001 01/26/2011 14.25 15,000 0 15,000 442,050
01/25/2002 01/25/2012 21.87 12,000 0 12,000 262,200

David G.A.

McLean 03/24/1998 03/24/2008 13.18 30,000 30,000 0 0
04/26/1999 04/26/2009 12.61 21,000 21,000 0 0
01/25/2000 01/25/2010 9.98 21,000 21,000 0 0
01/26/2001 01/26/2011 14.25 24,000 24,000 0 0
01/25/2002 01/25/2012 21.87 24,000 0 24,000 524,400

Robert Pace 03/24/1998 03/24/2008 13.18 21,000 0 21,000 641,340
04/26/1999 04/26/2009 12.61 12,000 0 12,000 373,320
01/25/2000 01/25/2010 9.98 12,000 0 12,000 404,880
01/26/2001 01/26/2011 14.25 15,000 0 15,000 442,050
01/25/2002 01/25/2012 21.87 12,000 0 12,000 262,200

(1) During the 12-month period ended February 28, 2007, Mr. Armellino exercised 33,000 options for an aggregate realized
value of US$964,285.

(2) All options granted to directors have vested.

(3) The value of unexercised in-the-money options at February 28, 2007 is the difference between the average closing price
on such date on the New York and Toronto stock exchanges (US$43.72) and the exercise price, if in Canadian dollars,
converted using the rate of exchange on such date of 0.8548. This value has not been and may never be realized. The
actual gains, if any, on exercise will depend on the value of the common shares on the date of exercise.

(4)  Mr. Baillie, Mr. Bolton and Mr. Lee were not members of the Board when options were granted under the Management
Long-Term Incentive Plan.
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Share Ownership

The Board has adopted a guideline stating that each non-executive director should own, within three (3) years of
joining the Board, common shares, DRSUs or similar share equivalent of CN, if any, with a value of at least the
higher of: (i) CAD$250,000, or (ii) three (3) times the aggregate of the director{Js annual Board retainer in cash and
the annual common share or DRSU grant (and for the Board chair, the aggregate of the Board Chair annual
retainer in cash and the annual common share or DRSU grant) (the JMinimum Shareholding Requirement[]).
Each director shall continue to hold such value throughout his or her tenure as a director and the common shares,
DRSUs or similar share equivalent of CN held to comply with the Minimum Shareholding Requirement shall not be
the object of specific monetization procedures or other hedging procedures to reduce the exposure related to his
or her holding.

Each director shall be required to receive at least fifty percent (50%) of his or her annual Board, committee, Board
chair and committee chair cash retainers in common shares or DRSUs of CN and may elect to receive up to one
hundred percent (100%) of such retainers in common shares or DRSUs of CN until his or her Minimum Shareholding
Requirement is met. Once the Minimum Shareholding Requirement is met, directors may elect to receive up to one
hundred percent (100%) of such retainers in common shares or DRSUs of CN. As of the date hereof, the average
value of common shares (including DRSUs) of the Company owned by non-executive directors is approximately
US$2,892,709 (based on the February 28, 2007, average closing price of the common shares of the Company on
the Toronto and New York stock exchanges).

The following table provides information on the value of common shares and DRSUs owned by the Company[is
current directors, the multiple of each director{]Js annual retainer so owned and for each director the amount
needed to meet the Minimum Shareholding Requirement

Total number of

Number of common shares Guideline met (\) Total value o
common shares owned, controlled or investment common share
owned, controlled  Number of or directed and required to meet and DRSUs (Val
Director  Year® or directed DRSUs held DRSUs guideline (US$) at risk)'? (USH
Michael R.
Armellino 2006 97,650 0 97,650
2005 89,846 0 89,846 S 4,269,258
Net
change 7,804 0 7,804
A. Charles
Baillie 2006 90,200 27,314 117,514
2005 70,000 22,220 92,220 J 5,137,712
Net
change 20,200 5,094 25,294
Hugh J.
Bolton 2006 3,000 24,949 27,949
2005 3,000 20,200 23,200 \ 1,221,930
Net
change 0 4,749 4,749
Purdy
Crawford 2006 104,540 12,853 117,393
2005 99,700 12,696 112,396 S 5,132,422
Net
change 4,840 157 4,997
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J.V.
Raymond
Cyr 2006 42,341 22,462 64,803
2005 36,900 22,188 59,088 v 2,833,187
Net
change 5,441 274 5,715
Ambassador
Gordon D.
Giffin 2006 15,800 12,213 28,013
2005 16,300 12,066 28,366 S 1,224,728
Net
change (500) 147 (353)
James K.
Gray 2006 52,176 5,713 57,889
2005 46,980 5,644 52,624 v 2,530,907
Net
change 5,196 69 5,265
E. Hunter
Harrison 2006 283,625 0 283,625
2005 264,204 0 264,204 v 12,400,085
Net
change 19,421 0 19,421
Edith E.
Holiday 2006 26,700 0 26,700
2005 22,200 0 22,200 S 1,167,324
Net
change 4,500 0 4,500
V. Maureen
Kempston
Darkes 2006 12,600 22,869 35,469
2005 8,100 22,590 30,690 S 1,550,705
Net
change 4,500 279 4,779
Robert H.
Lee 2006 13,500 0 13,500 45,000
2005 0 0 0 by April 21, 2009 590,220
Net
change 13,500 0 13,500
Denis Losier 2006 43,267 23,712 66,979
2005 42,818 18,976 61,794 R 2,928,322
Net
change 449 4,736 5,185
The Hon.
Edward C.
Lumley 2006 31,800 22,386 54,186
2005 31,800 16,718 48,518 v 2,369,012
Net
change 0 5,668 5,668
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Total number of

Number of common shares Guideline met () Total value of
common shares owned, controlled or investment common shares
owned, controlled  Number of or directed and required to meet and DRSUs (Valu
Director Year® or directed DRSUs held DRSUs guideline (US$) at risk)'? (US$)
David
G.A.
McLean 2006 107,910 42,314 150,224
2005 105,910 28,696 134,606 \ 6,567,793
Net
change 2,000 13,618 15,618
Robert
Pace 2006 44,100 23,933 68,033
2005 44,100 18,142 62,242 \ 2,974,403
Net
change 0 5,791 5,791

(1) The number of common shares and DRSUs held by each director for 2006 is as at February 28, 2007, and for 2005 is as at
February 28, 2006.

(2) The total value is based on the February 28, 2007 average closing price of the common shares on the Toronto and New
York stock exchanges (US$43.72), converted using the rate of exchange on such date of 0.8548.

Additional Disclosure Relating to Directors

As of the date hereof, to the knowledge of the Company and based upon information provided to it by the
nominees for election to the Board of Directors, no such nominee is or has been, in the last 10 years, a director or
executive officer of any company that, while such person was acting in that capacity or within a year of that person
ceasing to act in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or
insolvency or was subject to or instituted any proceedings, arrangement or compromise with creditors or had a
receiver, receiver manager or trustee appointed to hold its assets, except for the following:

(i) Mr. Baillie, a director of the Company, is a director of Dana Corporation which filed voluntary petitions for

reorganization under Chapter 11 of the U.S. Bankruptcy Code on March 3, 2006. Dana[Js European, South
American, Asian-Pacific, Canadian and Mexican subsidiaries are not included in the Chapter 11 filing;

(ii) Mr. Cyr, a director of the Company, was a director of Air Canada when it voluntarily filed for protection under
the Companies[] Creditors Arrangement Act (Canada) (JCCAA[) in April 2003 and was a director of Cable
Satisfaction International Inc. when it voluntarily filed for protection under the CCAA in July 2003. Air Canada
successfully emerged from the CCAA proceedings and was restructured pursuant to a plan of arrangement in
September 2004 and Cable Satisfaction International Inc.[Js second amended and restated plan of arrangement
and reorganization was approved by its creditors and sanctioned by the Québec Superior Court in March 2004. Mr.
Cyr is no longer a director of Air Canada nor of Cable Satisfaction International Inc.; and

(iii) Mr. Lumley, a director of the Company, was a director of Air Canada when it voluntarily filed for protection
under the CCAA in April 2003. Air Canada successfully emerged from the CCAA proceedings and was restructured
pursuant to a plan of arrangement in September 2004. Mr. Lumley is no longer a director of Air Canada.
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Board and Committee Attendance

The tables below show the record of attendance by directors at meetings of the Board and its committees, as well
as the number of Board and Board committee meetings held during the 12-month period ended December 31,
2006.

Number and %
of meetings attended

Corporate Environment, Investment
Governance and Safety and Human Resources Committee of Sti
Nominating Security Finance and Compensation CNI[SIPension PI:
Director(l) Board AuditCommittee Committee Committee Committee Committee Trust Funds Con
Michael R. 11/11 5/5 0 0 5/5 0 4/4
Armellino (100%)
A. Charles 11/11 5/5 6/6 0 0 5/5 d
Baillie (100%)
Hugh J. 11/11 5/5 6/6 0 0 5/5 g
Bolton (100%)
Purdy 11/11 5/5 6/6 0 0 5/5 4/4
Crawford (100%)
J.V. 11/11 0 0 4/4 5/5 0 4/4
Raymond
Cyr (100%)
Ambassador 11/11 0 0 4/4 5/5 5/5 O
Gordon D.
Giffin (100%)
James K. 11/11 0 6/6 3/4 0 5/5 0
Gray (100%)
E. Hunter 11/11 0 0 0 0 0 0
Harrison (100%)
Edith E. 11/11 0 6/6 4/4 0 5/5 4/4
Holiday (100%)
V. Maureen
Kempston 10/11 0 0 4/4 5/5 0 3/4
Darkes (91%)
Robert H. 8/8 2/2 0 0 3/3 0 3/3
Lee ? (100%)
Denis Losier 11/11 5/5 0 0 5/5 0 4/4

(100%)
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The Hon.

Edward C. 11/11 0 0 4/4 5/5 5/5 4/4
Lumley (100%)

David G.A. 11/11 0 6/6 4/4 0 5/5 4/4
McLean (100%)

Robert Pace 11/11 5/5 6/6 0 0 5/5 4/4

(100%)

(1) The following committee membership changes occurred on April 21, 2006: Mr. Lee was appointed to the following
committees: Audit, Finance, Investment and Strategic Planning.

(2) Mr. Lee was appointed to the Board of Directors effective April 21, 2006.

Board and Board Committee Meetings Number of meetings held
Board 11
Audit Committee 5
Corporate Governance and Nominating
Committee 6

Environment, Safety and Security Committee

Finance Committee 5
Human Resources and Compensation

Committee 5
Investment Committee of CN[]s Pension Trust

Funds

Strategic Planning Committee 3
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Statement of Corporate Governance Practices

General

We are committed to adhering to the highest standards of corporate governance and our corporate governance
practices were designed in a manner consistent with this objective. The role, specific mandate and functioning
rules of the Board of Directors and of each of its committees are set forth in our Corporate Governance Manual
which was formally approved by the Board of Directors on January 21, 2003, and last updated on January 23, 2007.
Our Corporate Governance Manual is available on our website at www.cn.ca/cngovernance. It is revised regularly
with a view to continually improving our practices by assessing their effectiveness and comparing them with
evolving practices, the changing circumstances and our needs. Our Corporate Governance Manual forms part of
the documentation given to all persons elected or appointed to the Board of Directors.

The Company[Js shares are listed on the Toronto and New York stock exchanges; accordingly, the Company is
subject to a variety of corporate governance and disclosure requirements. Under the rules adopted by the
Canadian securities regulatory authorities, we are required to disclose information relating to our system of
corporate governance with reference to the disclosure requirements set forth in National Instrument 58-101 (the
ODisclosure Instrument[]). We compare, in Schedule [JC[] to this Information Circular, our corporate governance

practices to those set forth in the Disclosure Instrument and refer, where appropriate, to the U.S. Sarbanes-Oxley
Act of 2002 (the JSarbanes-Oxley Act[]), applicable rules of the U.S. Securities and Exchange Commission (the
OSEC[), as well as corporate governance standards of the New York Stock Exchange.

The Board of Directors is of the opinion that the Company[]s corporate governance practices are well designed to
assist the Company in achieving its principal corporate objective, which is the enhancement of shareholder value.
The mandate of the Board is set out in Schedule [JD[] to this Information Circular.

Code of Business Conduct

The Board of Directors has adopted a Code of Business Conduct. The Code is applicable to directors, officers and
employees of CN. It addresses several matters, including conflict of interests, protection and proper use of
corporate assets and opportunities, confidentiality of corporate information, fair dealing, compliance with laws and
reporting of any illegal or unethical behaviour. Our Board of Directors is responsible for monitoring compliance with
the Code and no waiver has ever been granted to a director or executive officer in connection therewith. Please
refer to Schedule [JC[] to this Information Circular for more information regarding the Code and the steps taken by
the Board of Directors to encourage and promote a culture of ethical business conduct. The Board of Directors also
adopted procedures allowing interested parties (i) to submit accounting and auditing complaints to us and (ii) to
communicate directly with the Chairman, who presides all non-management director sessions. These procedures
are described on our website at www.cn.ca/cngovernance. The Code provides that concerns of employees
regarding any potential or real wrongdoing in terms of accounting or auditing matters may be submitted
confidentially through CN[Js Auditing Hot Line. The Code is available on our website at www.cn.ca/cngovernance
and in print to any shareholder who requests copies by contacting our Corporate Secretary. The Code has also
been filed with the Canadian and U.S. securities regulatory authorities.

Independence of Directors

The Company[Js Board is led by a non-executive Chairman since its privatisation in 1995 and we believe that the
separation of the positions of CEO and Chairman contributes to allowing the Board to function independently of
management. The Corporate Governance Manual describes the responsibilities of the Chairman. To better align the
interests of the Board of Directors with those of our shareholders, the substantial majority of the nominees for
election to the Board of Directors are independent. In determining whether a director is an [Jindependent[] director,
the Board of Directors applies the standards developed by the Canadian securities regulatory authorities and the
New York Stock Exchange and the additional standards adopted by the Board. These standards are set out in CN[Js

Corporate Governance Manual which is available on our website at www.cn.ca/cngovernance. As shown in the table
below, of the 14 nominees, 12 are independent:
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Independence Status

Name

Not
Independent | independent

Reason for non-
independence status

Michael R. Armellino

\/

A. Charles Baillie

Hugh J. Bolton

J.V. Raymond Cyr

Ambassador Gordon D.
Giffin

\/
\/
\/
\/

James K. Gray

E. Hunter Harrison

President and Chief

Executive Officer of the
Company

Edith E. Holiday

V. Maureen Kempston
Darkes

Senior executive of a major
customer of the Company

Robert H. Lee

Denis Losier

The Hon. Edward C. Lumley

David G.A. McLean

Robert Pace

< | 2| 2| = =
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No Other Common Directorships

As of February 28, 2007, no members of our Board of Directors served together on the boards of other public
companies.

Election of Directors

The Board of Directors has adopted a policy, which is now part of our Corporate Governance Manual, to the effect
that a nominee for election as a director of the Company who receives a greater number of votes [Jwithheld[] than
votes [Jfor[], with respect to the election of directors by shareholders, will be expected to offer to tender his or her
resignation to the Chairman promptly following the meeting of shareholders at which the director is elected. The
Corporate Governance and Nominating Committee will consider such offer and make a recommendation to the
Board of Directors whether to accept it or not. The Board of Directors will make its decision and announce it in a
press release within 90 days following the meeting of shareholders. The director who offered to tender his or her
resignation should not be part of any committee or Board of Directors deliberations pertaining to the resignation
offer. This policy only applies in circumstances involving an uncontested election of directors. An [Juncontested
election of directors[] means that the number of director nominees is the same as the number of directors to be
elected to the Board and that no proxy material is circulated in support of one or more nominees who are not part
of the candidates supported by the Board of Directors.

Committees of the Board

Given our size, the nature and geographical scope of our activities and the great number of laws and regulations to
which we are subject, the Board of Directors has subdivided its supervision mandate into six areas and has
established committees that have certain responsibilities for such areas. These committees are the Audit
Committee, the Finance Committee, the Corporate Governance and Nominating Committee, the Human Resources
and Compensation Committee, the Environment, Safety and Security Committee and the Strategic Planning
Committee and their charters are available as part of CN[Js Corporate Governance Manual on our website at
www.cn.ca/cngovernance. The Board of Directors also established the Investment Committee of CN[Js Pension
Trust Funds which is a mixed committee composed of members of the Board of Directors as well as officers of the
Company. All committees report to the Board of Directors and, subject to certain limited exceptions, there are no
standing delegations of the Board of Directors[] decision-making authority to committees.

The following is a brief summary of the mandate of each committee of the Board of Directors.
Audit Committee

The Audit Committee has the responsibility of overseeing the Company[Js financial reporting, monitoring risk
management, internal controls and internal and external auditors. The mandate of the Audit Committee and its
2006 activities are further described in the section entitled [JStatement of Corporate Governance Practices - Audit
Committee Disclosure[] at page 24 of this Information Circular.

Finance Committee

The Finance Committee has the responsibility of overseeing the Company[Js financial policies, reviewing financings
and authorizing, approving and recommending certain financial activities. As part of these responsibilities, the
Finance Committee provides oversight with respect to our capital structure, cash flows and key financial ratios,
reviews the opportunities and parameters for debt or equity financing, reviews financing documents and, within
the scope of its authority levels established by the Board, authorizes the borrowing of money, the issuing of debt
securities or the engaging in other forms of financing or makes recommendations to the Board thereon. This
Committee was created in April 2005 as a result of the division of the former Audit, Finance and Risk Committee
into two separate Committees.

Corporate Governance and Nominating Committee
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The Corporate Governance and Nominating Committee has the responsibility of monitoring the composition of the
Board of Directors and its committees and overseeing corporate governance matters. As part of these
responsibilities, the Corporate Governance and Nominating Committee develops, reviews and monitors criteria for
selecting directors, including required or desired competencies and skills to improve the Board of Directors and, in
consultation with the Board chair, identifies candidates qualified to become Board members. This Committee
reviews the corporate governance guidelines applicable to the Company, recommends any change that should be
made thereto and monitors the disclosure of its practices.

Human Resources and Compensation Committee

The Human Resources and Compensation Committee has the responsibility of monitoring executive
management[]s performance assessment and succession planning. This Committee also has the mandate to review
human resources practices by ensuring, amongst other things, that appropriate human resources systems are in
place so that the Company can attract, motivate and retain the quality of personnel required to meet its business
objectives. The mandate of the Human Resources and Compensation Committee and its 2006 activities are further
described in the section entitled []Statement of Executive Compensation - Report on Executive Compensation by
the Human Resources and Compensation Committee[] at page 27 of this Information Circular.

Environment, Safety and Security Committee

The Environment, Safety and Security Committee has the responsibility of overseeing the development and
implementation of environmental, safety and security policies, procedures and guidelines, assessing corporate,
environmental, safety and security practices, and reviewing the Company[Js business plan to ascertain whether
environmental, safety and security issues are adequately taken into consideration.

CN Management Information Circular 21
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Strategic Planning Committee

The Strategic Planning Committee focuses on financial and strategic issues, including the review of the key
assumptions underlying the Company[]s business plan. It also reviews, with the President and Chief Executive
Officer and other appropriate executive officers, the Company[Js business plan and capital budget prior to their
formal approval by the Board of Directors.

Investment Committee of CN[]s Pension Trust Funds

The Investment Committee of CN[Js Pension Trust Funds, which is a mixed committee composed of directors and
officers, has the responsibility, amongst other things, of reviewing the activities of the Investment Division,
advising the Investment Division on investment of assets of CN[]Js Pension Trust Funds and approving certain of the
investments made by CN[Js Pension Trust Funds.

Board and Committee Meetings
Process

The Board chair, in collaboration with the Corporate Secretary, has the responsibility of establishing a schedule for
the meetings of the Board of Directors and its committees. During such process, the Corporate Secretary, in
collaboration with the committee chairs and the appropriate executive officers, establishes committee working
plans for the year. We believe that proceeding in this manner helps in the preparation of in-depth presentations
conducive to meaningful information sessions and discussions while allowing management to plan ahead. If during
the course of the year events or circumstances require Board or committee action or consideration, additional
meetings are called. The total number of meetings held during the course of 2006 by the Board of Directors and
each of its committees is set out in the section entitled [[Nominees for Election to the Board [] Board and Committee
Attendance(] in this Information Circular. Reference is made to Schedule [JC[] to this Information Circular regarding

in camera sessions of the Board.

Communication regularly takes place between the Board chair and the President and Chief Executive Officer and,
through the Office of the Corporate Secretary, between executive officers having responsibilities for matters placed
under the supervision of particular committees and the chairs of such committees. This open communication
ensures that all meaningful information concerning the affairs and progress of the Company are transmitted to
those members of the Board of Directors or committees having special supervisory responsibilities.

Board Performance Assessment

The Board of Directors has implemented, and reviews, from time to time, a process to annually assess its
effectiveness, the effectiveness of its committees, the Board chair, the committee chairs and individual directors.
This process is under the supervision of the Corporate Governance and Nominating Committee and the Board chair
and is comprised of the following steps:

e The following questionnaires are prepared by the Office of the Corporate Secretary and approved by the
Corporate Governance and Nominating Committee and the Board chair, taking into account current issues, the
findings of previous years and input from the Board of Directors:

° Board and committee performance evaluation questionnaires, including a
self-assessment by individual directors;

o a Board chair evaluation questionnaire; and
[ committee chair evaluation questionnaires.

e Each questionnaire is then sent to every director and a complete set of the responses is forwarded to the
Board chair, except for the responses to the Board chair evaluation questionnaires, which are forwarded
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directly to each of the chairs of the Audit Committee and the Human Resources and Compensation Committee.

e Following receipt of the completed questionnaires, the Board chair contacts every director to discuss the
answers received from and in respect of such director and any comments to the questionnaires which the
director may have. One of the Audit Committee or Human Resources and Compensation Committee chairs also
discusses individually with each director his or her responses and comments on the Board chair evaluation
questionnaire.

e Reports are then made by the Board chair and the Audit Committee and Human Resources and Compensation
Committee chairs to the Board of Directors, with suggestions to improve the effectiveness of the Board of
Directors, Board committees, Board and committee chairs and separately to individual directors in respect of
their personal performance.

Independent advisor

In addition to the above-mentioned process, the Board may, from time to time, hire an independent advisor to
assess or assist the Board of Directors in independently assessing the performance of the Board of Directors, Board
committees, Board and committee chairs and individual directors.

Peer assessment

At the end of 2004, the Corporate Governance and Nominating Committee and the Board carried out an individual
director peer assessment with the assistance of an independent advisor. In 2005 and 2006, no such assessment
was deemed necessary given the fact that one was carried out in 2004 and that there have been minimal changes
in the composition of the Board. However, the Corporate Governance and Nominating Committee will reconsider on
an annual basis the appropriateness of conducting another peer assessment. In 2004, the process involved peer
assessment questionnaires which were completed by each director and forwarded directly and confidentially to the
advisor. Responses were then consolidated in an individual director report and distributed by the advisor directly to
each director, as well as to the Board chair, and a report was made by the Board chair to the Board of Directors.

CN Management Information Circular 22
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Director Selection

Review of credentials

In consultation with the Board chair, the Corporate Governance and Nominating Committee annually reviews the
credentials of nominees for election or re-election as members of the Board of Directors. It considers their
qualifications under applicable law, the validity of the credentials underlying each nomination, and, for nominees
who are already directors of the Company, an evaluation of their effectiveness and performance as members of
the Board of Directors, including their attendance at Board and committee meetings.

Competency matrix

In proposing the list of Board nominees, the Board of Directors is guided by the process described in our Corporate

Governance Manual, which is posted on our website at www.cn.ca/cngovernance. As part of the process, the Board
chair, in consultation with the Corporate Governance and Nominating Committee, develops a competency matrix
based on knowledge areas, types of expertise and geographical representation and identifies any gaps to be
addressed in the director nomination process. This competency matrix is reviewed regularly by the Board chair
with Board members, and is updated as may be required.

Common directorships

With a view to further strengthen directors[] independence, the Board has adopted a policy pursuant to which a
director shall not accept the invitation to join an outside board on which a director of CN already sits without
previously obtaining the approval of the Corporate Governance and Nominating Committee.

Number of directorships

CN recognizes that Board membership requires a significant dedication of time. As a result, the number of boards
on which an individual can serve is necessarily limited. With a view to taking reasonable steps to ensure the ability
of each candidate to make the commitment of time necessary to be a director of CN, the Board will apply the
following guidelines when considering candidates to become directors of CN:

° for candidates that are chief executive officers or other senior executives of public corporations, the Board
will prefer individuals who hold no more than two (2) public corporation directorships (excluding CN[Js Board)

in addition to membership on the board of the corporation at which an individual is employed.

° for candidates that have a full-time employment with non-public corporations or other entities and for
full-time employees of public corporations (other than chief executive officers or senior executives of such

public corporations), the Board will prefer individuals who hold no more than four (4) public corporation
directorships (excluding CN[Js Board) in addition to membership on the board of the corporation at which an
individual is employed.

° for other candidates, the Board will prefer individuals who hold no more than five (5) public corporation
directorships (excluding CN[Js Board).
Directors are expected to provide the Board chair with information as to all boards of directors that they sit on or
that they have been asked to join so as to allow the Board to determine whether it is appropriate for such director
to continue to serve as a member of the Board or of a Board Committee. The Corporate Governance and
Nominating Committee and the Board chair will apply Board nominee selection criteria, including directors[] past
contributions to the Board and availability to devote sufficient time to fulfill their responsibilities, prior to
recommending directors for reelection for another term.

Evergreen list
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In order to assist the Corporate Governance and Nominating Committee and the Board chair in recommending
candidates to become directors of CN, the Corporate Governance and Nominating Committee has constituted,
together with the Board chair, a list of potential Board candidates, which it updates from time to time.

Retirement from the Board

The Board has also adopted a policy on the mandatory retirement age for directors whereby a director would not,
unless otherwise determined by the Board, in its discretion, be nominated for re-election at the annual meeting of
shareholders following his or her seventy-fifth birthday. In addition, directors are expected to inform the Board
chair of any major change in their principal occupation so that the Board will have the opportunity to decide the
appropriateness of such director[Js continuance as a member of the Board or of a Board committee. The Board of
Directors has not deemed it appropriate or necessary to limit the number of terms a director may serve on the
Board.

Director Orientation and Continuing Education
Orientation

New directors are provided with a Directors[] handbook containing corporate and other information required to
familiarize the director with the Company, its organization and operations. Our orientation programs include
presentations by the Company[Js officers on the Company[Js organizational structure and the nature and operation
of its business, a review with the Board chair of the methods of operation and the roles of the Board and its
committees, a discussion on the contribution individual directors are expected to make and access to appropriate
information or outside resources as required.

Moreover, in 2006, the directors were provided with first hand opportunities to visit certain sites in which CN is
making significant investments - CN's Johnston Yard in Memphis, Tennesse and Prince Rupert, British Columbia.
During such events the Board had the opportunity to interact with CN officers to gain a full appreciation of such
strategic projects.
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Continuing education

In addition, the Board chair takes all reasonable steps to ensure that Board members have access to education and
information on an ongoing basis pertaining to Board effectiveness and the best practices associated with
successful boards, briefings on factors or emerging trends that may be relevant to the Company[]s business
strategy and other material as deemed appropriate by the Board chair. The Company also makes available, at its
cost, a host of educational programs provided by leading institutions. We encourage directors to attend seminars
and other educational programs and to report back to the Board on the quality of such programs. Educational
reading materials on corporate governance and other topics are also included in the materials provided to the
Board in advance of meetings.

Audit Committee Disclosure

Multilateral Instrument 52-110 [Audit Committees (OMI 52-110[]) of the Canadian securities regulatory authorities
requires issuers to include the charter of its Audit Committee and disclose information with respect to the
composition, education and experience of the members of their audit committees, as well as all fees paid to
external auditors in their annual information form. We have disclosed how we comply with the requirements
regarding composition and responsibilities in Schedule [JC[J and we refer you to Schedule JA] of our Annual

Information Form available on SEDAR at www.sedar.com and on our website at www.cn.ca/cngovernance with
regards to the charter of our Audit Committee. The Committee[Js charter is also accessible on our website.
Composition of the Audit Committee

The Audit Committee is composed of seven [Jindependent[] directors, namely, Robert Pace, chair of the Committee,
Michael R. Armellino, A. Charles Baillie, Hugh J. Bolton, Purdy Crawford, Robert H. Lee and Denis Losier.

Mandate of the Audit Committee

The Committee[]s responsibilities can be divided in four categories:

° overseeing financial reporting;

° monitoring risk management and internal controls;

° monitoring internal auditors;

° monitoring external auditors.

The Audit Committee met five times in 2006 and held in camera sessions. The following table outlines the major

subject areas reviewed by the committee during the year.

Committee Activities (2006

Overseeing financial reporting

N Reviewed and approved the annual and quarterly results and financial information contained in all reports
requiring Board approval

v Reviewed the compliance of management certification of financial reports with applicable legislation

Reviewed the external auditors[] quarterly report on the consolidated financial statements of the Company

S Reviewed, with the external auditors and management, the quality, appropriateness and disclosure of the
Company[Js accounting principles and policies, underlying assumptions and reporting practices, and any
proposed changes thereto
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Reviewed judgments made in connection with the preparation of the financial statements, including
analyses of the effect of alternative generally accepted accounting principles methods

Monitoring risk management and internal controls

Reviewed the Company[ls risk assessment and risk management policies, including the Company[ls
insurance coverage and delegation of financial authority

\/ Assisted the Board with the oversight of the Company[ls compliance with applicable legal and regulatory
requirements

\/ Received management[]s report assessing the adequacy and effectiveness of the Company[Js disclosure
controls and procedures and systems of internal control
Monitoring internal auditors

S Reviewed the internal audit plan
Monitored the internal audit function[Js performance, its responsibilities, staffing, budget and the
compensation of its members

D. Monitoring external auditors

v Reviewed the results of the external audit

\/ Recommended to the Board the appointment and terms of engagement of the Company[]s external auditors

S Evaluated, remunerated and monitored the qualifications, performance and independence of the external
auditors
Approved 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
permitted non-audit services by the external auditors to the Company

S Reviewed the formal statement from the external auditors confirming their independence and reviewed

hiring policies for employees or former employees of the Company[]s firm of external auditors

Audit Committee Report regarding Internal Control over Financial Reporting

The Audit Committee received periodically management[Js report assessing the adequacy and effectiveness of our
disclosure controls and procedures and systems of internal control in respect of the 2006 fiscal year. The
Company[Js external auditors, KPMG LLP, are responsible for performing an independent audit of our consolidated
financial statements in accordance with Canadian generally accepted auditing standards and the standards of the

Public Company Accounting Oversight Board (JPCAOB[]) in the United States (U.S.), and an independent audit of

the effectiveness of internal control over financial reporting and management[s assessment thereof, in accordance
with the standards of the PCAOB. These audits serve as a basis for KPMG LLP[Js opinions addressing whether the
consolidated financial statements fairly present our financial position, results of
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operations, and cash flows in conformity with U.S. generally accepted accounting principles.

The Audit Committee has discussed with KPMG LLP the matters required to be discussed by the American Institute
of Certified Public Accountants Statement on Auditing Standards No. 61 (Communication With Audit Committees)
and Canadian Institute of Chartered Accountants Handbook Section 5751 (Communications With Those Having
Oversight Responsibility for the Financial Reporting Process) including matters relating to the conduct of the audit
of our financial statements and the assessment of the effectiveness of our internal control over financial reporting
under section 404 of the Sarbanes-Oxley Act.

KPMG LLP provided the Committee with written disclosures and the letter required by Rule 3600T of the PCAOB,
which adopts on an interim basis Independence Standards Board Standard No. 1 (Independence Discussions with
Audit Committees), and the Committee has discussed with KPMG LLP that firm[Js independence from the Company.
A formal written statement describing all relationships between KPMG LLP and the Company including a written
confirmation that KPMG LLP are independent within the meaning of the rules of the Code of Ethics of the [JOrdre
des comptables agréés du Québec[] and are independent public accountants with respect to the Company within
the meaning of U.S. federal securities laws and the rules and regulations thereunder, including the independence
rules adopted by the SEC pursuant to the Sarbanes-Oxley Act, and Rule 3600T of the PCAOB was also remitted to
the Committee.

Based on this review and these discussions, the Committee recommended to the Board that the Company[is
audited consolidated financial statements be filed with Canadian securities regulators and included in the
Company[Js annual report on Form 40-F for the year ended December 31, 2006 for filing with the SEC.

Education and Relevant Experience of the Audit Committee Members

The Board of Directors believes that the composition of the Audit Committee reflects a high level of financial
literacy and experience. Each member of the committee has been determined by the Board to be financially
literate, as such terms are defined under Canadian and United States securities laws and regulations and the New
York Stock Exchange Corporate Governance Standards. The Board has made such determination based on the
education and experience of each committee member. The following is a description of the education and
experience of each member of the Audit Committee that is relevant to the performance of his responsibilities as a
member of the committee:

Mr. Pace is the President and Chief Executive Officer, The Pace Group. Mr. Pace is also a member of the board of

directors of Maritime Broadcasting Systems Limited, High Liner Foods Incorporated and is board chair of Overland
Realty Limited. Mr. Pace holds an MBA and an LL.B Law Degree from Dalhousie University in Halifax, Nova Scotia,
and has more than 20 years of business experience.

Mr. Armellino is a Retired Partner, The Goldman Sachs Group, LP. From 1991 to 1994, Mr. Armellino was chair and

Chief Executive Officer of Goldman Sachs Asset Management. Prior to 1991, he had held various positions at
Goldman, Sachs & Co., including those of senior transportation analyst and Partner in Charge of Research. He is a
Chartered Financial Analyst. Mr. Armellino holds an MBA in finance from the Stern School of Business (New York
University), New York and has more than 25 years of experience as a securities analyst.

Mr. Baillie retired as chair of The Toronto-Dominion Bank in April 2003, and as Chief Executive Officer of the bank
in December 2002. Mr. Baillie is a director of Dana Corporation and director and member of the audit committee of
Telus Corporation. He is also a director and chair of the audit committee of George Weston Limited. Mr. Baillie
holds an MBA from Harvard Business School.

Mr. Bolton is the chair of the board of directors of EPCOR Utilities Inc. and the Lead Director of Matrikon Inc. Mr.
Bolton is a director and chair of the audit committee of Teck Cominco Limited and of The Toronto-Dominion Bank.
He is also a director and member of the audit committee of WestJet Airlines Ltd. From 1991 to 1997, Mr. Bolton was
chair and Chief Executive Partner of Coopers & Lybrand Canada (now PricewaterhouseCoopers). Mr. Bolton was a
partner of Coopers & Lybrand for 34 years and a public accountant and auditor with that firm for 40 years. He is a
fellow of the Alberta Institute of Chartered Accountants. He holds an undergraduate degree of economics from the
University of Alberta. Mr. Bolton is a member of four audit committees of public companies including CN. The Board
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has determined that such service in no way impaired Mr. Bolton[Js ability to effectively serve on the Audit
Committee of the Company.

Mr. Crawford is counsel, Osler, Hoskin & Harcourt LLP. Mr. Crawford also served as Chief Executive Officer of
Imasco Limited from 1985 to 1995. Mr. Crawford is a member of the board of several public companies, both in
Canada and the United States. Mr. Crawford is the chair of the audit committee of Foot Locker, Inc. Mr. Crawford
holds an LL.B from Dalhousie Law School and an LL.M from Harvard Law School.

Mr. Lee is Chairman of the Prospero Group of Companies which includes real estate, investment, finance, agency
and management businesses. He is a director of Crown Life Insurance Company and Wall Financial Corporation,
and he is Chairman of UBC Properties Trust. Mr. Lee holds a bachelor of commerce degree from the University of
British Columbia.

Mr. Losier is President and Chief Executive Officer, Assumption Life. Mr. Losier held various cabinet level positions
with the government of the Province of New Brunswick, from 1989 to 1994. He is a director of Corporate
Communications Limited, Enbridge Gas New Brunswick Limited Partnership and NAV CANADA. Mr. Losier holds a
Masters of Economics from the University of Western Ontario.
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Auditors Fees

KPMG LLP has served as the Company[Js auditors since 1992. For the years ended December 31, 2006 and 2005,
the fees for audit, audit-related, tax and other services provided to the Company by KPMG LLP were the following:

2006M 2005M
Fees (CADS) (CADS)
Audit $ 3,009,000 $ 2,097,000
Audit-Related 930,000 843,000
Tax 479,000 579,000
Other 0 275,000
Total Fees $ 4,418,000 $ 3,794,000

(1) Fees rounded to the nearest thousand.

Pursuant to the terms of its charter, the Audit Committee approves all audit and audit-related services, audit
engagement fees and terms and all non-audit engagements with the independent auditor. The Audit Committee
pre-approved all the services performed by our independent auditors for audit-related and non-audit related
services for the year ended December 31, 2006 that were required to be pre-approved.

The nature of the services under each category is described below.
Audit fees

Consists of fees incurred for professional services rendered by the auditors in relation to the audit of the
Company[Js consolidated annual financial statements and those of its subsidiaries, and for 2006 only, the first audit
relating to the Company[Js internal control over financial reporting.

Audit-related fees

Audit-related fees were incurred for professional services rendered by the auditors in relation to the audit of the
financial statements for the Company[]s pension plans, and for attestation services in connection with reports
required by statute or regulation and due diligence and other services, including comfort letters, in connection with
the issuance of securities.

Tax fees
Consists of fees incurred for consultations on cross-border tax implications for employees and tax compliance.
Other fees

In 2005, the entire amounts were incurred for consultations with respect to the Sarbanes-Oxley Act, Section 404
OReport on Internal Controls[].

The mandate of the Audit Committee provides that the Audit Committee determines which non-audit services the
external auditors are prohibited from providing, approves audit services and pre-approves permitted non-audit
services to be provided by the external auditors. CN[Js Audit Committee and the Board of Directors have adopted
resolutions prohibiting the Company from engaging KPMG LLP to provide certain non-audit services to the
Company and its subsidiaries, including bookkeeping or other services related to the accounting records or
financial statements, financial information systems design and implementation, appraisal or valuation services,
fairness opinions, or contribution in-kind reports, actuarial services, internal audit outsourcing services,
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management functions or human resources functions, broker or dealer, investment adviser, or investment banking
services and legal services and expert services unrelated to the audit. Pursuant to such resolutions, the Company
may engage KPMG LLP to provide non-audit services, including tax services, other than the prohibited services
listed above, but only if the services have specifically been pre-approved by the Audit Committee.
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Statement of Executive Compensation

Report on Executive Compensation by the Human Resources and Compensation Committee

Composition of the Human Resources and Compensation Committee

The Human Resources and Compensation Committee is comprised of nine [Jindependent[] directors, namely Purdy
Crawford, Chair of the Committee, A. Charles Baillie, Hugh J. Bolton, Gordon D. Giffin, James K. Gray, Edith E.
Holiday, Edward C. Lumley, David G.A. McLean and Robert Pace.

Mandate of the Human Resources and Compensation Committee

The Committee[Js responsibilities include:

ensuring that appropriate mechanisms are in place regarding the succession planning for the position of
President and CEO;

reviewing executive management[Js performance assessment and succession planning;
recommending to the Board of Directors executive management[]s compensation;

reviewing human resources practices by ensuring, amongst other things, that appropriate human resources
systems are in place so that the Company can attract, motivate and retain the quality of personnel required
to meet its business objectives.

The Committee[Js full charter is available as part of CN[Js Corporate Governance Manual at

www.cn.ca/cngovernance. The Human Resources and Compensation Committee met five times in 2006 and held in
camera sessions. The following table outlines the major subject areas reviewed by the committee during the year.

Committee Activities (2006

CEO performance

Approved CEO objectives

Assessed CEO performance

Reviewed the CEO employment arrangement resulting in employment agreement extension

2 [ =J=T=T>»

Reviewed and recommended approval of CEO compensation

Executive Performance

Reviewed and approved performance assessments

Reviewed succession plan and individual development plans

2 [=<T<Jw

Recommended appointment and approved compensation of new executives

Compensation

Reviewed pay position relative to market

Reviewed and recommended approval of annual executive compensation adjustments

2T =T=Tn0
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Reviewed and recommended for approval bonus payout for prior year performance and approved current
year goals

v Reviewed and recommended for approval long-term incentive grants to executives

v Reviewed executive stock ownership

v Reviewed and recommended for approval pension plans design, valuation, amendments and material risks
D Others

\/ Monitored labour negotiations

v Reviewed a benchmarking study showing CN[Js leadership development programs as cutting edge

\/

Approved the Committee[Js report for inclusion in the management information circular

Leadership Development Benchmarking Study

In 2006, the Committee arranged for a benchmarking study of the Company(]s leadership development programs.
The study was performed by Mrs. Helen Handfield-Jones of Handfield Jones Inc., a leading expert in talent
management who also co-authored the book [JThe War for Talent[] published in 2001. In her report, Mrs.
Handfield-Jones recognizes that the Company has a robust, multi-faceted leadership development system that is
driven by a strong talent mindset. It was reported that CN is significantly ahead of most companies on this front.
The leadership development programs are tightly integrated with the business strategy in a thoughtful and
effective way. The President and CEO, through his direct interventions and role modeling, makes enormous
commitments to successfully drive the Company[]s leadership development strategy.
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The Company is committed to take full advantage of its leadership development momentum. Accordingly, the
Company continues to refine its approach and ensure that the assessment and development of people is further
embedded in the organization. The Committee is satisfied that the Company[Js leadership development approach
is effective and achieves best practice levels.

The Compensation Policy of the Company

The pivotal and continuing theme of the Company[]s compensation policy has been to tie remuneration to the
financial performance of the Company and the enhancement of shareholder value. This underlies the need to
attract, retain and motivate outstanding executive talent in an increasingly visible and competitive environment.

The Company is committed to a compensation policy that drives short and long term business performance, is
competitive and encourages broad share ownership. The compensation strategy is weighted towards
pay-for-performance components.

Executive compensation is benchmarked using comparator groups, which have been carefully reviewed and
endorsed by the Human Resources and Compensation Committee as being appropriate for the level and nature of
the positions. In determining compensation, the Company considers the compensation practices of U.S.-based
companies that are comparable in size and with whom the Company competes for executive talent. The
comparator group is Class 1 Railroads for the most senior executives and includes Union Pacific Railroad,
Burlington Northern Santa Fe Corporation, CSX Corporation, Norfolk Southern Corporation and Canadian Pacific
Railway. This compensation information is provided by external consultants retained separately by the Company
and the Human Resources and Compensation Committee. With the Company[Js outstanding leadership position
within the railroad industry, the Human Resources and Compensation Committee and the Board of Directors seek
to position total compensation for the Company[]s executives, when aggressively set goals are achieved, at the
first quartile (75th percentile) of that paid by competitors, for positions with equivalent responsibilities and scope.

Compensation for executives is comprised of four main components: base salary, annual incentive, mid-term
incentive and long-term incentive. The Human Resources and Compensation Committee annually reviews each
component and desired market positioning and makes recommendations based on corporate and individual
performance, taking into account leadership abilities, retention risk and succession plans.

Base Salary

Base salaries are established according to the criteria set forth above and are benchmarked annually against

median (50th percentile) comparator group practice. Payment of base salary is made in U.S. currency where
deemed appropriate.

Annual Incentive Bonus Plan

Under the Annual Incentive Bonus Plan (JAIBP[]), payouts for planned results to be achieved (OTarget Payouts[])
are set as a percentage of salary, ranging between 50% and 70% for executives and, 140% for the CEO.

For 2006, the AIBP is comprised of the following components:

1. Financial performance: 70% of the bonus was linked to the achievement of a balanced set of goals that
contribute to the organization[]s long-term financial growth and profitability. Corporate performance is
measured against targets set by the Board of Directors for the year. In 2006, the Board of Directors
assessed the Company[]s performance against established targets for revenues, operating income, earnings
per share, free cash flow and return on invested capital with no specific weight being attached to each
measure. The corporate performance factor can range from 0% to 200% for executives. For the year 2006,
based on the targets and results achieved, the Board assessed the corporate performance at [Jfar exceed[]
allowing for a corporate performance factor at 200%. The following table provides 2006 results and
objectives, and 2005 results for comparative purposes.

57



Edgar Filing: CANADIAN NATIONAL RAILWAY CO - Form 6-K

Corporate Financial Performance 2006
in millions except per share data

2006 2006 2005
Results Objectives Results
(CADS) (CADS) (CADS)

Revenues 7,716 7,585 7,240
Operating Income 3,030 2,780 2,624
Diluted Earnings per Share” 3.40 3.05 2.77

Free Cash Flow®? 1,343 950 1,301
Return on Invested Capital® 14.7% 13.3% 13.0%

(1) 2006 results were adjusted to exclude a deferred income tax
recovery of CAD$277 million or CAD$0.51 per diluted share. See page
85 of the 2006 Annual report for a discussion and reconciliation of
this non- GAAP measure.

(2) See page 85 of the 2006 Annual report for a discussion and
reconciliation of this non-GAAP measure.

(3) 2006 Return on Invested Capital (JROIC[]) result was adjusted to
exclude the impact of the deferred income tax recovery and the
change in accounting for defined benefit pension and other post-
retirement plans (see pages 67 and 68 of the 2006 Annual report for
a further discussion). 2006 ROIC including such items would have
been 16.3%. As a reference, the rail industry cost of capital as
determined by the U.S. Surface Transportation Board in its decision of
September 20, 2006, is 12.2%.

2. Individual performance: 30% of the bonus was based on the achievement of personal business-oriented goals
linked to financial, operating, safety, customer service and leadership. The individual performance factor can
range from 0% to 200% for executives. In 2006, the average individual performance factor for the 17
executive officers was 149%.

3. The resulting bonus payout is based on the salary on December 31, the corporate and individual performance
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factors and, is calculated in accordance with the following formula:

Annual X Target X X Corporate
Salary Payout 70% Performance
Factor
+
Individual
Annual Target 30% Performance
X X X
Salary Payout Factor

In 2006, the average payout for the 17 executive officers was 191% of Target Payout.
Vision 2008 Share Units Plan

To further strengthen the link between compensation and superior performance, the Board of Directors approved
in 2005 the Vision 2008 Share Units Plan, with a four-year term to December 31, 2008, entitling designated
executives and senior management employees to receive a one-time performance-based award of share units
payable in cash in January 2009. These awards were made on January 28, 2005 at the closing stock price of
CAD$36.225 and US$29.185.

Under the award agreement, the performance vesting is determined using the highest 20-day average stock price
over the last 6 months of the plan with half of the vesting being based on the Canadian stock price performance
and the other half on the U.S. stock price performance, to neutralize the effect of the exchange rate on the plan
payout. No payout will be made under the plan if the average stock price does not reach CAD$50.00 and US$41.00
on the TSX and NYSE respectively. The full award of share units becomes payable only if the average stock price
reaches at least CAD$72.50 and at least US$59.50 on the corresponding stock exchanges. Proration will be applied
in between those stated objectives. A full payout scenario would correspond to the share price having effectively
doubled over the four-year term. The award payout is also conditional on the Company meeting a minimum 20-day
average share price on December 31, 2008 and a minimum average return on invested capital of 10% over the
term of the plan. Finally, the plan encourages retention as payout is conditional upon continued employment until
the end of the plan period.

Mid-Term Incentive Plan

The Board of Directors approved in 2001 the Mid-Term Incentive Share Unit Plan. The one-time performance-based
share unit awards vested based on the highest 20-trading day moving average share price in the first half of 2004
and were paid out effective June 30, 2004. Under the Plan, half the grant vested based on the Canadian stock price
performance and the other half vested based on the U.S. stock price performance. On June 30, 2004, upon the
partial attainment of blended goals, the final vesting ratio was established at 60.9% of the share units awarded
based on a 20-day average closing stock price of CAD$28.155 on the TSX and US$20.79 on the NYSE, both

attained in the first half of 2004. Following the payout, all outstanding units under the plan were forfeited. The
plan was terminated in 2004.

Long-Term Incentive

In 2005, the Board of Directors considered a number of factors to reassess the Company[Js long-term incentive
strategy. Factors under consideration included the balance between long-term value creation and shareholder
wealth protection, executive ownership position against stock option holdings, executive retention risk, as well as
the tax impact and the dilution impact of different long-term incentive vehicles. Following this review, the Board of
Directors elected to grant a combination of stock options and restricted share units (JRSUs[]) of approximately
equal value, to designated executive and senior management employees, except for the CEO. The long-term
incentive award for the CEO combines stock options and RSUs with a smaller relative weight in stock option value,
because of the 20% limitation on the number of stock options that can be awarded to one individual under the
Management Long-Term Incentive Plan. In 2006, the Board of Directors elected to use the same approach.
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The RSUs granted by the Company are generally scheduled for payout in cash after three years and vest upon the
attainment of targets relating to return on invested capital over the plan period and to the Company[Js share price
during the last three months of the period. The RSUs granted in 2004 carried a provision that, if specified targets
related to the 20-day average share price were attained during any period ending on or after December 31, 2005,
payout would be accelerated at such time. These targets having been met, payout was made effective December
31, 2005. The RSUs granted in 2005 and 2006 did not carry any acceleration provision.

The 2006 restricted share unit award is subject to meeting a specific ROIC objective which the Company views as a
key measure of long-term value generation to its shareholders. As such, the ROIC incentive target exceeds the rail
industry cost of capital of 12.2% determined by the U.S. Surface Transportation Board in its decision of September
20, 2006. The 2006 RSU award is subject to the following vesting table:

Return on Invested Capital Performance
(3-year average) Vesting Factor®
< 12.0% 0%
12.0% 50%
13.0% 100%
15.0% and above 150%

(1) Subject to an average closing share price of CAD$46.43 or US$39.99 for
the 3-month period ending on December 31, 2008.

Stock options granted by the Company in the past include conventional options, which vest over a period of time,
performance options which vest upon the attainment of financial targets, and performance-accelerated options for
which vesting may be accelerated if certain financial targets are met. In 2005 and 2006, grants were of
conventional options, which vest over 4 years, 25% at each anniversary, and have a term of ten years. Grants were
made in the currency of the recipient[Js salary.
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The annual grant of RSUs and stock options to eligible employees is reviewed and approved at the January meeting
of the Board of Directors. Their effective grant date is the first day opened for trading under the Company(Js Insider
Trading Policy, following the publication of the Company[Js financial results. The exercise price of stock options is
set to the closing price of the common shares on the Toronto Stock Exchange or the New York Stock Exchange on
the grant date.

Stock Ownership

Stock ownership by executives has been further encouraged through the introduction of share ownership
guidelines that require a minimum level of ownership of common shares of CN, set as a percentage of salary to be
achieved over a five-year period. In 2002, the application of the guidelines was broadened to include a total of
approximately 175 executives and senior management employees with the following requirements:

Guidelines

President and CEO 4 times salary
Executive and Senior Vice-Presidents 3 times salary
Vice-Presidents 1.5 to 2 times salary
Senior Management One times salary

As of December 31, 2006, all 17 executive officers had met or exceeded their guidelines. In accordance with CN[Js
Insider Trading policy, no directors, officers or employees can engage in hedging activities on CN stock.

Incentive Deferral Plans

The Company introduced in 2002 its Voluntary Incentive Deferral Plan. This plan allows executives and senior
management employees to defer up to 100% of their annual bonus and other amounts paid under an eligible
incentive plan into deferred share units 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[Js common shares. The amount
deferred is converted into a number of units at the deferral date, using the 20-day average closing share price. 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 sufficient to meet the Company[Js stock ownership
guidelines.

To encourage stock ownership, 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).

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.

Certain executives hold deferred share units, payable upon the 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. A limited number of U.S. senior management employees also participate in the Senior
Management Deferred Compensation Plan, which permits the deferral of up to 50% of salary and up to 100% of
bonus. Amounts deferred are payable upon termination or retirement. When payable upon termination, they are
credited with a notional interest rate (based on long-term interest rates on U.S. Treasury Notes). Upon eligible
retirement, the credited rate is upgraded by 20%. This plan was closed to new participants following the
Company [slacquisition of Illlinois Central in 1999.

The following table provides a summary of the main compensation components.
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Compensation Components

Components Description

Base Salary [] Salaries are benchmarked annually to the median (50" percentile) of the comparator group
0 Individual salary recommendations are based on competitive assessment and individual
performance

Annual [ Position the Company[Js total cash compensation between 50" and 75" percentile of the
comparator group

Incentive ] Payout linked to the achievement of corporate objectives (70%) and personal objectives (30%)
0 Corporate performance linked to the achievement of a balanced set of goals that contribute to
the organization[]s growth and profitability
[] Target Payouts range from 50% to 70% of salary for executives (140% for the CEQO)
[0 The maximum payout is equal to twice the Target Payout

Vision 2008  |[] Reward superior stock price performance and provide retention of key talent

Share Units [ One-time award of performance-based share units granted in January 2005

Plan [] Payout effective December 31, 2008 (four-year term)
0 Strenuous stock price vesting criteria corresponding to a compounded annual growth rate of 9%
(minimum payout level) to 19% (full payout) over the four-year period
0 Also subject to a minimum average return on invested capital over the four-year period of 10%
and a minimum 20-day average share price on December 31, 2008

Long-Term 0 Position total direct compensation at approximately 75 percentile of comparator group, when
aggressively set goals are achieved

Incentive [ Align management interest with shareholders[] value growth and provide retention of key talent
[] Significant recognition of individual contribution and potential
] Combination of RSUs and stock options of approximately equal value, except for the CEO
Stock Options (Management Long-Term Incentive Plan)
0 10-year term; 25% per year vesting over the first four years
[] Granted in the currency of the recipient[]s salary
Share Units (Restricted Share Unit Plan)
[ Award of performance-based share units
0 Payout in cash after three years
0 Performance vesting subject to attainment of targets related to return on invested capital over
the plan period and to the share price during the last three months of the period

Compensation Mix

The following table provides the estimated weight of the various compensation elements in 2006, as a percentage
of total compensation for executives, based on the above stated compensation policy and the achievement of
target performance.
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Long-Term

Total at Risk

Level Base Salary | Annual Incentive Incentive Total

President and CEO 14% 19% 67% 100% 86%
Executive Vice-Presidents 25% 17% 58% 100% 75%
Senior Vice-Presidents 33% 21% 46% 100% 67%
Vice-Presidents 48% 22% 30% 100% 52%
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Cost of Compensation and Company Performance

The Human Resources and Compensation Committee monitors compensation costs as they relate to Company
performance. The following table displays the total aggregate compensation for the five Named Executive Officers
(ONEO[) expressed as a percentage of net income, over the last three years. The total aggregate compensation is
the sum of the annual total compensation value as reported under the Total Compensation Value tables below
which appear on the following pages.

2006 2005 2004
Total aggregate compensation value

awarded to NEO (US$ million) 26.4 24.7 20.0
Net income

(CAD$ million)® 1810 1556 4 55g
As percentage of Net Income(® 1.7 1.9 2.1

(1) Asreported in the Company[]s Financial Statements, except for 2006
reported net income of CAD$2,087 million that was adjusted to
exclude a deferred income tax recovery of CAD$277 million. See page
85 of the 2006 Annual report.

(2) Percentage calculations are based on converted net income using
average rates of exchange of 1.1341, 1.2116, 1.3015 respectively, for
the years 2006, 2005 and 2004.

In another analysis of the compensation costs, it was shown that the compensation (including base pay, bonus and
other incentive payouts, as well as stock option gains) paid to or earned by all executives, over the five-year period
ending on December 31, 2006, represented approximately 4% of the approximate US$13 billion aggregate market
capitalization increase over the same period. A significant amount forming part of such compensation is still being
held by executives in shares, share units and stock options of the Company.

Chief Executive Officer Compensation

The President and Chief Executive Officer[Js annual compensation is recommended by the Human Resources and
Compensation Committee and approved by independent members of the Board of Directors. Pursuant to his
employment agreement, Mr. Harrison[]s base salary was established at US$1,500,000 for 2006 and Annual
Incentive Bonus Plan target payout set at 140% of base salary with a maximum payout of 280% of base salary, in
line with the Company[Js compensation philosophy.

The individual performance of the President and Chief Executive Officer is measured against the goals, objectives
and standards approved annually by the Human Resources and Compensation Committee. The goals set at the
beginning of the year include both financial and non-financial elements, covering performance in the following
areas: financial performance; safety; marketing; customer service; operations; human resources management;
strategic planning; and corporate governance.

Based on a review of the foregoing, the Human Resources and Compensation Committee rates the performance of
the President and Chief Executive Officer as part of his performance review and recommends for the approval of
the Board of Directors his compensation based on his and the Company[Js performance. For 2006, in light of the
Company[Js strong financial and other achievements, the Committee has assessed Mr. Harrison[Js individual
performance as having far exceeded expectations and hence the independent members of the Board approved a
bonus at the maximum level under the Annual Incentive Bonus Plan.

In 2006, Mr. Harrison received a grant of 162,000 restricted share units and 190,000 stock options, as part of the
annual long-term incentive awards to executives, the value of which was established within the Company[s
long-term incentive compensation policy.

The Human Resources and Compensation Committee establishes the compensation of the President and Chief
Executive Officer and other executives in line with the Company[]s compensation policy, on the basis of the
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expected value provided by each award at the time of the grant. The following table provides a summary of the
total compensation value for Mr. Harrison, as established by the Human Resources and Compensation Committee,
for 2006 and for the two preceding years. It also provides a summary of the aggregate holdings in share units and
stock options held as of December 31, 2006 under the Voluntary Incentive Deferral Plan, the Vision 2008 Share
Units Plan, the Restricted Share Unit Plan and the Management Long-Term Incentive Plan.
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Total Compensation Value Table

E. Hunter Harrison, President and Chief Executive Officer

Under the strong leadership of Mr. Harrison, the Company remains at the forefront of the rail industry through the

disciplined execution of its business model, which is anchored on five principles; providing quality service,
controlling costs, focusing on asset utilization, committing to safety, and developing people.

In 2006, Mr. Harrison led the Company to another outstanding year of strong financial results, including double
digit increases in net income and earnings per share. The Company continued to improve its industry-leading

operating performance by further reducing its operating ratio, bringing profitable growth to the bottom line. Mr.

Harrison[Js leadership in driving performance management throughout the organization was instrumental in

inspiring the Company[Js team of outstanding railroaders.

2006 2005 2004
(USS$) (USS$) (USS)
Base salary 1,500,000 1,375,000 1,250,000
Bonus 4,200,000 3,850,000 3,500,000
Other annual compensation¥ 680,275 536,456 1,162,823
Value of restricted share units under the annual grant® 4,367,000 2,313,000 3,626,000
Value of stock options under the annual grant®® 1,963,000 1,763,000 0
Value of Vision 2008 one-time grant allocated to 2005 and 2006 201,000 201,000 0
Value of 81,000 restricted share units pursuant to the 2004 CEO
Employment Agreement allocated to each of 2004, 2005 and 2006®) 1,409,000 1,409,000 1,409,000
Value of defined contribution pension plans accrued® 891,570 875,168 550,823
Value of defined benefit pension plans accrued® 1,134,000 1,057,000 1,022,000
Value of benefits accrued on amounts deferred 0 0 0
Total compensation 16,345,845 13,379,624 |12,520,646
Aggregate Equity Holdings in Company Plans!”
DSUs Vision 2008 RSUs Options Total Val
# | US$ # Uss$ # Uss$ #H Uss$ uUss
Vested /Exercisable Nil [ Nil Nil Nil Nil Nil 2,837,500 | 75,443,686 | 75,443,6¢
Unvested / Unexercisable | Nil | Nil |184,000 | 443,072 | 484,000 | 20,812,000 377,500 | 2,590,313 | 23,845,3¢
Nil [ Nil [ 184,000 | 443,072 | 484,000 | 20,812,000 | 3,215,000 | 78,033,999 | 99,289,07

(1) Detailed information on these amounts is presented in the J[Summary Compensation Table[].

(2) Represents the expected value, at time of grant, of the restricted share units granted. See [JStatement of Executive
Compensation - Officers[] Remuneration - Long- Term Incentive Plan [J Awards in the Last Financial Year[] for details of the

2006 grants.

(3) Represents the expected value, at time of grant, of the stock options granted. See [JStatement of Executive
Compensation - Officers[] Remuneration - Stock Options Granted to Named Executive Officers During the Last Financial
Year[] for details of the 2006 grants.

(4) To reflect the Plan period, the amount represents one fourth of the expected value, at the time of grant, of the Vision

2008 share units granted in 2005.

(5) To reflect the Plan period, the amount represents one fifth of the 405,000 restricted share units granted to the CEO in
2004 based on the estimated expected value of US$7,045,000. See footnote (8) of J[Summary Compensation Table[].
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(6) The estimated value is the service cost of the benefits accrued during the calendar year. These amounts exclude the
employee[Js contributions.

(7) Holdings and values as at financial year-end. The values displayed have not been, and may never be, realized. Values are
based on the average closing price of the common shares on December 31, 2006, on the NYSE and the TSX (US$43.00),
and assume performance factors have been met for the restricted share units. Values for the Vision 2008 share units
assume payout criteria have been met and a vesting based on the average closing price of the common shares on
December 31, 2006. For details on options, see [J[Statement of Executive Compensation - Officers[] Remuneration -
Aggregate Option Exercises During the Last Financial Year and Financial Year-End Option Value[].

In 2007, Mr. Harrison[Js base salary was increased to U5$1,600,000 and his target and maximum payout under the
Annual Incentive Bonus Plan were maintained at 140% and 280% respectively. On January 25, 2007, Mr. Harrison
received awards of 139,000 units under the Restricted Share Unit Plan and 145,000 options under the Management
Long-Term Incentive Plan. Awards made in 2007 carry similar conditions to the 2006 awards (see [JStatement of
Executive Compensation - Officers[] Remuneration - Long-Term Incentive Plan [J Awards in the Last Financial Year[]).
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Total Compensation for other Named Executive Officers

The following tables provide a summary of the total compensation value for 2006 and for the two preceding years

for the remaining Named Executive Officers as defined under the subsection [JStatement of Executive

Compensation - Officers[] Remuneration[] on page 37 of this Information Circular. It also provides a summary of the
aggregate holdings in share units and stock options held as of December 31, 2006 under the Voluntary Incentive
Deferral Plan, the Vision 2008 Share Units Plan, the Restricted Share Unit Plan and the Management Long-Term

Incentive Plan. Footnotes for the tables below can be found on page 36.

Total Compensation Value Table
Claude Mongeau, Executive Vice-President and Chief Financial Officer
2006 2005 2004
(US$) (US$) (US$)
Base salary 504,000 489,000 475,000
Bonus 679,100 658,900 652,500
Other annual compensationt¥ 0 O 0
Value of restricted share units under the annual grant® 809,000 578,000 [1,057,000
Value of stock options under the annual grant®® 620,000 564,000 0
Value of Vision 2008 one-time grant allocated to 2005 and 20064 50,000 50,000 0
Value of defined contribution pension plans accrued 0 0 0
Value of defined benefit pension plans accrued® 182,000 146,000 120,000
Value of benefits accrued on amounts deferred(® 101,936 903,788 214,442
Total compensation 2,946,036 | 3,389,688 2,518,942
Aggregate Equity Holdings in Company Plans!”
DSUs Vision 2008 RSUs Options Tote
# uUss #H uUss #H Uss # Uss l
Vested /Exercisable 157,489 | 6,772,034 Nil Nil Nil Nil 679,000 | 16,511,444 | 23,-
Unvested / Unexercisable 21,842 939,223 | 46,000 | 110,768 | 70,000 | 3,010,000 | 120,000 828,900 4.,¢
Total 179,331 | 7,711,257 | 46,000 | 110,768 | 70,000 | 3,010,000 | 799,000 | 17,340,344 | 28,1
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Total Compensation Value Table

James M. Foote, Executive Vice-President, Sales and Marketing

2006 2005 2004
(USS$) (Uss) (USS$)
Base salary 504,000 489,000 475,000
Bonus 679,100 658,900 652,500
Other annual compensation 14,656 16,432 15,430
Value of restricted share units under the annual grant®® 809,000 578,000 1,057,000
Value of stock options under the annual grant®® 620,000 564,000 0
Value of Vision 2008 one-time grant allocated to 2005 and 20064 50,000 50,000 0
Value of defined contribution pension plans accrued w 6,600 6,300 6,150
Value of defined benefit pension plans accrued® 173,000 146,000 129,000
Value of benefits accrued on amounts deferred(®) 151,686 |1,466,177 243,770
Total compensation 3,008,042 3,974,809 2,578,850
Aggregate Equity Holdings in Company Plans!”
DSUs Vision 2008 RSUs Options Total Value
# Uss # Uss # Uss # Uss Uss
Vested
/Exercisable |233,266 | 10,030,448 Nil Nil Nil Nil 414,000 | 9,359,759 | 19,390,207
Unvested /
Unexercisable | 33,588 | 1,444,292 | 46,000 | 110,768 | 70,000 | 3,010,000 | 120,000 828,900 5,393,960
Total 266,854 | 11,474,740 | 46,000 | 110,768 | 70,000 | 3,010,000 | 534,000 | 10,188,659 | 24,784,167
Total Compensation Value Table
Ed L. Harris, Executive Vice-President, Operations
2006 2005 2004
(US$) (US$) (US$)
Base salary 412,000 389,000 324,000
Bonus 522,700 507,700 381,700
Other annual compensation(" 18,505 8,461 7,425
Value of restricted share units under the annual grant®® 809,000 540,000 423,000
Value of stock options under the annual grant® 620,000 527,000
Value of Vision 2008 one-time grant allocated to 2005 and 2006 46,000 46,000
Value of defined contribution pension plans accrued(" 15,311 12,732 10,890
Value of defined benefit pension plans accrued®)
Value of benefits accrued on amounts deferred® 127,324 557,580 121,419
Total compensation 2,570,840 2,588,473 1,268,434
Aggregate Equity Holdings in Company Plans!”
DSUs Vision 2008 RSUs Options Total Value
# Us$ # Us$ # Us$ # USs$ US$
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Vested
/Exercisable | 91,098 | 3,917,212 Nil Nil Nil Nil 18,000 | 229,095 4,146,307

Unvested /
Unexercisable | 14,640 629,523 (42,000 | 101,136 | 66,000 | 2,838,000 | 114,000 | 687,285 4,255,944

105,738
Total 4,546,735 | 42,000 | 101,136 | 66,000 | 2,838,000 | 132,000 | 916,380 | 8,402,251
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Total Compensation Value Table

Sean Finn, Senior Vice-President Public Affairs, Chief Legal Officer and Corporate Secretary

2006 2005 2004
(USS) (USS) (USS)
Base salary 381,500 343,000 305,000
Bonus 475,000 409,100 380,100
Other annual compensation()
Value of restricted share units under the annual grant® 323,000 231,000 363,000
Value of stock options under the annual grant® 248,000 226,000
Value of Vision 2008 one-time grant allocated to 2005 and 2006 20,000 20,000
Value of defined contribution pension plans accrued
Value of defined benefit pension plans accrued® 128,000 99,000 71,000
Value of benefits accrued on amounts deferred
Total compensation 1,575,500 1,328,100 1,119,100
Aggregate Equity Holdings in Company Plans!”
DSUs Vision 2008 RSUs Options Total Value
H Uss$ #H Uss # Uss # Uss Uss
Vested
/Exercisable Nil Nil Nil Nil Nil Nil 207,000 4,988,236 4,988,236
Unvested /
Unexercisable Nil Nil | 18,000 | 43,344 | 28,000 (1,204,000 48,000 331,560 1,578,904
Total Nil Nil | 18,000 | 43,344 | 28,000 (1,204,000 | 255,000 5,319,796 6,567,140

(1)
(2)

Detailed information on these amounts is presented in the [Summary Compensation Table[].

Represents the expected value, at time of grant, of the restricted share units granted. See [JStatement of Executive
Compensation - Officers[] Remuneration - Long- Term Incentive Plan [J Awards in the Last Financial Year{] for details of the
2006 grants.

Represents the expected value, at time of grant, of the stock options granted. See [JStatement of Executive
Compensation - Officers[] Remuneration - Stock Options Granted to Named Executive Officers During the Last Financial
Year[] for details of the 2006 grants.

To reflect the Plan period, the amount represents one fourth of the expected value, at the time of grant, of the Vision
2008 share units granted in 2005.

The estimated value is the service cost of the benefits accrued during the calendar year. These amounts exclude the
employee[Js contributions. For Mr. Harris, these amounts were revised to recognize the maximum number of years
reached under the Supplemental Retirement Plan.

Includes dividend equivalent amounts earned under the Voluntary Incentive Deferral Plan and Senior Executive Bonus
Share Plan, and above-market interest rate credited on amounts deferred under the Senior Management Deferred
Compensation Plan. Also includes the Company match on deferrals made under the Voluntary Incentive Deferral Plan.

Holdings and values as at financial year-end. The values displayed have not been, and may never be, realized. Values are
based on the average closing price of the common shares on December 31, 2006, on the NYSE and the TSX (US$43.00),
and assuming performance factors have been met for the restricted share units. Value for the Vision 2008 share units
assumes payout criteria have been met and a vesting based on the average closing price of the common shares on
December 31, 2006. For details on options, see [JStatement of Executive Compensation - Officers] Remuneration -
Aggregate Option Exercises During the Last Financial Year and Financial Year-End Option Value[].

In accordance with the provisions of the Vision 2008 Share Units Plan, Mr. Harris[] Vision 2008 units were forfeited upon
his retirement on January 31, 2007.
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Executive Compensation Consultants

The Company retains various executive consulting firms to assist in determining compensation for directors and
officers. In 2006, the Company retained the services of Towers Perrin, Watson Wyatt and the Hay Group to provide
market information, surveys and trends, as well as expert external opinions on various executive compensation
proposals. The Human Resources and Compensation Committee also independently retains, from time to time, the
services of executive compensation consultants to provide advice on compensation proposals that are presented
for Committee approval. In 2006, the Committee retained the services of Jane Craighead from Mercer Human
Resources Consulting. The Committee is satisfied that the advice received from Mercer Human Resources
Consulting is objective and independent. The Committee mandated Mrs. Craighead to review matters relating to
executive compensation, and provide advice on executive compensation recommendations for 2007. In aggregate,
the fees paid to Mercer Human Resources Consulting totalled approximately CAD$47,000 for compensation related
services. The Company also paid Mercer Human Resources Consulting approximately CAD$7,800,000 for
non-compensation consulting and administrative work related to actuarial, compliance and design activities for the
Company's pension and benefit plans, unrelated to the compensation of the Company's executives.

Submitted on March 6, 2007, by the Human Resources and Compensation Committee of the Board of Directors:

Purdy Crawford (Chair) Edith E. Holiday

A. Charles Baillie Edward C. Lumley
Hugh J. Bolton David G.A. McLean
Gordon D. Giffin Robert Pace

James K. Gray
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Officers[(Remuneration

The disclosure of executive compensation as reported under the previous section [JStatement of Executive
Compensation -Report on Executive Compensation by the Human Resources and Compensation Committee[] is
presented with the objective of providing compensation information that is clear, concise and transparent. The
following disclosure is a prescribed disclosure under current Canadian reporting requirements.

Compensation of Named Executive Officers of the Company

The following table sets forth the annual compensation for the President and Chief Executive Officer, the Executive
Vice President and Chief Financial Officer and for each of the other three most highly compensated executive
officers of the Company (together, the [[Named Executive Officersl[]) for the year ended December 31, 2006,
and for each of the two preceding years.

Summary Compensation Table(1)

Long-Term Compensation

Annual Compensation

Awards
Securities Shares or
Under Units subject
Other Annual Options/SARs to Resale
Salary Bonus(4) Compensation(5) Granted Restrictions™
Name and Principal Position Year (US$) (USS) (US$) (#) (US$)
E. Hunter Harrison 2006 1,500,000 4,200,000 680,275(6) 190,000 Nil
President and Chief Executive 2005 1,375,000 3,850,000 536,456(6) 250,000 Nil
Officer 2004 1,250,000 3,500,000 1,162,823(6) Nil 8,100,000®
Claude Mongeau 2006 504,000 679,100 Nil 60,000 Nil
Executive Vice-President and Chief 2005 489,000 658,900 Nil 80,000 Nil
Financial Officer 2004 475,000 652,500 Nil Nil Nil
James M. Foote 2006 504,000 679,100 14,656 60,000 Nil
Executive Vice-President, Sales and 2005 489,000 658,900 16,432 80,000 Nil
Marketing 2004 475,000 652,500 15,430 Nil Nil
Ed L. Harris? 2006 412,000 522,700 18,505 60,000 Nil
Executive Vice-President, 2005 389,000 507,700 8,461 72,000 Nil
Operations 2004 324,000(3) 381,700 7,425 Nil Nil
Sean Finn 2006 381,500 475,000 Nil 24,000 Nil
Senior Vice-President Public Affairs, 2005 343,000 409,100 Nil 32,000 Nil
Chief Legal Officer and Corporate 2004 305,000 380,100 Nil Nil Nil

Secretary

(1) Payments made in Canadian currency were converted using average rates of exchange of 1.1341, 1.2116 and 1.3015
respectively, for the years 2006, 2005 and 2004.

(2)  Mr. Harris was appointed Executive Vice-President, Operations effective March 7, 2005. He retired on January 31, 2007.
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(3) Amounts shown include salary or bonus deferrals whereby Mr. Harris elected to defer a portion of his salary (US$14,803 in
2004) into the Company[Js Senior Management Deferred Compensation Plan. This plan is closed to new participants. See
[Statement of Executive Compensation - Report on Executive Compensation by the Human Resources and Compensation
Committee - Incentive Deferral Plans[].

(4)  Amounts shown in the Bonus (see [JStatement of Executive Compensation - Report on Executive Compensation by the
Human Resources and Compensation Committee - Annual Incentive Bonus Plan[]) or Long-Term Incentive Plan Payouts
columns include deferrals made under the Voluntary Incentive Deferral Plan whereby all or a portion of the bonus and/or
of the long-term incentive plan payout is received in the form of deferred share units payable in cash upon retirement or
termination of employment (see [JStatement of Executive Compensation - Report on Executive Compensation by the
Human Resources and Compensation Committee - Incentive Deferral Plans[]). The following table displays the amounts

deferred and the corresponding number of deferred share units under the Plan.

Amounts Deferred

itz s Claude Mongeau | James M. Foote Ed L. Harris
(US$)
2006 Bonus 43.90 Nil Nil Nil

. . US$253,850

2005 Bonus 40.985 Nil Nil (6,194 units)
US$456,750 US$652,500 US$190,850

2004 Bonus 28.615 (15,962 units) (22,803 units) (6,670 units)
2005 Long-Term Incentive 39.99 US$3’023’2.44 US$5’038’7.40 US$1 ’967’1.24
(75,600 units) (126,000 units) (49,190 units)

. US$597,292 US$557,473 US$392,421

2004 Long-Term Incentive 21.795 (27,405 units) (25,578 units) (18,005 units)

(5) Includes the value of perquisites, other personal benefits and other compensation (as applicable), such as imputed interest
on loans, tax gross-up or tax protection so that net income after taxes is not less than it would have been in the U.S.
Aggregate perquisites and other personal benefits that are less than CAD$50,000 and 10% of the total of the annual salary
and bonus for any of the Named Executive Officers, are not included in this column.
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(6) Amounts for 2006 include personal use of the Company(Js aircraft valued at US$526,450, club membership fees for an
amount of US$26,626 and tax gross-up for an amount of US$117,568. Amounts for 2005 include personal use of aircraft
valued at US$388,675, club membership fees for an amount of US$40,790 and tax gross-up for an amount of
US$97,179. It is the Company([]s policy to require the CEO to use the Company[Js aircraft for personal as well as for
business use. For 2004, amounts include US$33,946 for club membership fees and the forgiveness of a US$653,250
interest-free loan and tax gross-up in the amount of US$451,342. A loan in the amount of US$653,250 was forgiven on
June 30, 2004 pursuant to Mr. Harrison[]s employment agreement, including tax gross-up. This loan relates to the
payment by the Company of the tax liability following the forgiveness of a US$1,500,000 loan on March 30, 2001,
pursuant to Mr. Harrison[Js employment agreement.

(7) Awards of performance-based restricted share units under the annual long-term incentive grants are reported in the
[Statement of Executive Compensation - Officers[] Remuneration - Long-Term Incentive Plan [] Awards in the Last
Financial Year[] table.

(8) Mr. Harrison was awarded 405,000 restricted share units on April 22, 2004 pursuant to the terms of his employment
agreement. The award value of US$8,100,000 was established based on a share price of US$20.00 on the day of the
grant. This award vests and is paid out as to 20% per year starting on December 31, 2004, and is not eligible to receive
dividends or dividend equivalents. On December 31, 2006, Mr. Harrison held 162,000 restricted share units (following
the payout of 81,000 units vesting on that date) for a value of US$6,970,860, based on a December 31, 2006 share
price of US$43.03 (these amounts are exclusive of performance-based restricted share units reported in the [JStatement
of Executive Compensation - Officers[] Remuneration - Long-Term Incentive Plan [J Awards in the Last Financial Year[]
table).

(9) Performance-based restricted share units were awarded in 2004 under the Restricted Share Unit Plan. This award payout
was accelerated when specified targets related to the Company[Js 20-day average share price were attained during the
period ending on December 31, 2005. Payout was increased to its maximum allowable amount under the plan (120% of
the grant). Amounts shown include deferrals made under the Voluntary Incentive Deferral Plan. See details of deferrals
under note (4).

(10) Share units were awarded in 2001 under the Mid-Term Incentive Share Unit Plan (see [JStatement of Executive
Compensation - Report on Executive Compensation by the Human Resources and Compensation Committee - Mid-Term
Incentive Plan[]), of which 60.9% vested on June 30, 2004. The share units were paid out to participants in the form of
cash, shares and/or deferred share units. The value of the share units shown in the table is based on the closing price of
the common shares on June 30, 2004 (US$21.795 per share). Amounts shown include deferrals made under the
Voluntary Incentive Deferral Plan. See details of deferrals under note (4).

(11) Includes lllinois Central Corporation contributions to a 401(k) plan, amounts accrued under an executive account
balance and under an excess benefit plan as well as lllinois Central Corporation contributions to a defined contribution
plan.

(12) Includes dividend equivalent amounts earned under the Voluntary Incentive Deferral Plan and Senior Executive Bonus
Share Plan and above-market interest rate credited on amounts deferred under the Senior Management Deferred
Compensation Plan. Also includes the company match on deferrals made under the Voluntary Incentive Deferral Plan as
shown in the table below.

Company Match on Amounts Deferred

Claude Mongeau James M. Foote Ed L. Harris
(USs$) (Uss) (USS)
2006 Nil Nil 63,463
2005 869,999 1,422,810 539,494
2004 201,253 225,918 113,375

Long-Term Incentive Plan [] Awards in the Last Financial Year

The following table shows information regarding grants of restricted share units made to Named Executive Officers
under the Restricted Share Unit Plan during the financial year ended December 31, 2006. The Restricted Share Unit
Plan was approved by the Board of Directors at its meeting held on January 27, 2004. These awards under the
Restricted Share Unit Plan entitle designated executives and senior management employees to receive payout in
cash on January 31, 2009 of the value of such units based on the 20-day average share price on December 31,
2008. Payout is subject to the attainment of targets related to return on invested capital, between January 1, 2006
and December 31, 2008, and to the Company[Js share price during the three-month period ending December 31,
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2008.
Estimated Future Payouts under
Non-
Securities Price-Based Plans
Performance or
Other
Securities, Units Period Until
or Other Rights® Maturation Threshold Target  pMaximum
Name #) or Payout #) #) #)
E. Hunter Harrison 162,000 December 31, 2008 81,000 162,000 243,000
Claude Mongeau 30,000 December 31, 2008 15,000 30,000 45,000
James M. Foote 30,000 December 31, 2008 15,000 30,000 45,000
Ed L. Harris 30,000 December 31, 2008 15,000 30,000 45,000
Sean Finn 12,000 December 31, 2008 6,000 12,000 18,000

(1) These awards were made under the Restricted Share Unit Plan, on January 27, 2006 at a closing stock price of US$44.925.

Under this Plan, the number of restricted share units paid out will be 50%, 100% and 150% of the grant if return on invested

capital reaches, respectively, threshold, target and maximum performance.
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Stock Options Granted to Named Executive Officers During the Last Financial Year

The following table shows information regarding grants of stock options made to Named Executive Officers during
the financial year ended December 31, 2006. See "Statement of Executive Compensation - Officers[] Remuneration
- Management Long-Term Incentive Plan" for a description of such plan.

Market Value of
% of Total Exercise Securities Underlying
# of Securities | Options Granted Price Options on Date
Granted Under | to Employees in (US$/ of Grant
Name Options" Financial Year Security) (US$/Security) Expiry Date
January 27,
E. Hunter Harrison 190,000 17.7 44,925 44,925 2016
January 27,
Claude Mongeau 60,000 44,925 44,925 2016
January 27,
James M. Foote 60,000 44,925 44,925 2016
January 27,
Ed L. Harris 60,000 44,925 44,925 2016
January 27,
Sean Finn 24,000 44,925 44,925 2016

(1) The options granted in 2006 vest over a period of four years following grant, with a quarter of the options per year vesting at
each anniversary of the award. See [JStatement of Executive Compensation - Officers[] Remuneration - Management
Long-Term Incentive Plan[].

Aggregate Option Exercises During the Last Financial Year and Financial Year-End Option Value

The following table shows information regarding exercises of stock options granted to Named Executive Officers
under the Management Long-Term Incentive Plan during the financial year ended December 31, 2006. See
(Statement of Executive Compensation - Officers[] Remuneration - Management Long-Term Incentive Plan[] below
for a description of the plan.

Value of Unexercised
Securities Aggregate Unexercised Options In-The-Money
Acquired on Value at FY-End Options at FY-End"
Exercise Realized (#) (US$)
Name ) (US$) Exercisable Unexercisable Exercisable Unexercisable
E. Hunter Harrison Nil Nil 2,837,500 377,500 75,443,686 2,590,313
Claude Mongeau 130,000 4,015,396 679,000 120,000 16,511,444 828,900
James M. Foote 380,000 11,778,181 414,000 120,000 9,359,759 828,900
Ed L. Harris 324,000 8,403,344 18,000 114,000 229,095 687,285
Sean Finn 50,000 1,277,435 207,000 48,000 4,988,236 331,560

(1) Value of unexercised in-the-money options at financial year-end is the difference between the average closing price of the
common shares on December 31, 2006, on the New York and Toronto stock exchanges (US$43.00), and the exercise price,
converted using the average rate of 1.1341 for 2006. This value has not been, and may never be, realized. The actual gains,
if any, on exercise will depend on the value of the common shares on the date of exercise.

Management Long-Term Incentive Plan
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The Management Long-Term Incentive Plan (the [JPlan[]) was approved by the Company Shareholders on May 7,

1996 and amended on April 28, 1998 and on April 21, 2005.

Eligible participants under the Plan are employees of the Company or its affiliates and non-executive Board
directors, as determined by our 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 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 28, 2007.

Options Outstanding and Available for Grant on
February 28, 2007

% of
outstanding
# common common
shares shares

Options alregdy granted 16,517,345 3.2

and outstanding

Options issuable under 14,359,380 28

the Plan

Shares issued following 29.123.275 5.7

the exercise of options

CN Management Information Circular 39

79



Edgar Filing: CANADIAN NATIONAL RAILWAY CO - Form 6-K

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. Options are non-transferable except, in certain circumstances, upon the death of the
holder of such options.

Stock options have a maximum exercise period of 10 years. The exercise price must be at least equal to the
closing price of the common shares on the Toronto Stock Exchange or the New York Stock Exchange on the grant
date. Vesting criteria, including the date or dates upon which all or a portion of the options become exercisable,
and Company performance targets, which may have to be met for options to become exercisable, are established
with respect to each grant.

Stock options may be cancelled upon the termination of a participant[]Js employment for cause or if the participant
voluntarily terminates employment. In the event that a participant[Js employment is terminated by the Company
other than for cause, all stock options held by such participant may be cancelled 30 days or three months after
termination of the participantJs employment (depending on the date of grant). In the case of retirement, options
are cancelled three years after the retirement date. In the event of a participant[Js 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
Human Resources and Compensation Committee. Upon the occurrence of a Material Event, all outstanding options
whose exercise is not determined by any performance criteria and which are not then exercisable will become
exercisable in full immediately. A [Material Event[] means, except in certain limited circumstances, any of the
following events: (i) in the event the ownership restrictions in the CN Commercialization Act are repealed, a formal
bid for a majority of CN[Js outstanding common shares; (ii) approval by the Company's shareholders of an
amalgamation, merger or consolidation of the Company with or into another corporation, unless the definitive
agreement of such transaction provides that at least 51% of the directors of the surviving or resulting corporation
immediately after the transaction are the individuals who at the time of such transaction constitute the Board and
that, in fact, these individuals continue to constitute at least 51% of the board of directors of the surviving or
resulting corporation during a period of two consecutive years; or (iii) approval by the Company[]s shareholders of
a plan of liquidation or dissolution of the Company.

The Board has the authority to make changes to the Plan that it deems proper without shareholder approval,

subject to regulatory and stock exchange approval, as applicable. Effective June 30, 2007, new rules issued by the
TSX will require all amendments to a stock option plan and awards made under it, to be approved at a meeting of
common shareholders unless the plan includes detailed amendment provisions. To address these rules, the
Company is proposing changes to the Plan, as described in the subsection entitled [JBusiness of the Meeting
JAmendments to Management Long-Term Incentive Plan[] at page 5 of the Information Circular.

Employment Contracts/Arrangements

Effective January 1, 2003, Mr. Harrison was appointed President and Chief Executive Officer of the Company. On
April 22, 2004, the Company entered into an employment agreement with Mr. Harrison which replaced his previous
employment agreement and provided the terms of his employment to December 31, 2008, (the JAgreement[]).
As a result of making this long-term commitment, Mr. Harrison received a special one-time award of 405,000
restricted share units effective April 22, 2004. This special award vests and is paid out as to 20% per year starting
on December 31, 2004. Pursuant to the Agreement, Mr. Harrison[Js base salary is reviewed annually by the Board
of Directors and subject to a minimum 5% increase. Mr. Harrison is also eligible to receive an annual incentive
bonus under the Company[]s Annual Incentive Bonus Plan, with a target payout of 140% of base salary and a
maximum payout of 280% of base salary. Under the Agreement, Mr. Harrison is also entitled to receive upon
retirement, an annual pension benefit of US$1,100,000 effective January 1, 2007, this amount being increased by
US$100,000 on January 1, 2008 and on January 1, 2009, for each year he remains employed by the Company (see
(Statement of Executive Compensation -Officers[] Remuneration - Pension Plans[]). The Agreement includes
non-competition and non-solicitation restrictions upon Mr. Harrison following the termination of his employment for
any reason, in respect of which he is entitled to receive US$350,000 per year for a two-year period, provided that
he complies with the restrictions.
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On November 30, 2006, the Agreement was amended to extend the term of Mr. Harrison[Js employment to
December 31, 2009. Pursuant to the amended Agreement, Mr. Harrison is entitled to receive, upon completion of
the last year of the amended Agreement, an annual pension benefit of US$1,500,000 with a 70% spousal survival
benefit.

Mr. Harrison is also eligible to participate in the Company[]s plans as offered to other executives, termination of
employment conditions and post-retirement coverage, as described below.

If Mr. Harrison[Js employment is terminated at any time during the term of the Agreement by the Company without
(Cause[] or by Mr. Harrison for JGood Reason[] (as those terms are defined in the Agreement), in addition to
receiving his accrued base salary, any accrued but unused vacation days and a pro rata portion of his annual
target bonus, Mr. Harrison will receive an additional severance payment equal to three times the sum of his annual
base salary and annual target bonus. Mr. Harrison will also be entitled to continuation of his employee benefits for
three years including an immediate vesting of his maximum
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pension benefit. If Mr. Harrison[Js employment had been terminated under these circumstances on December 31,
2006, Mr. Harrison would have been entitled, under the Agreement, to a severance payment of US$10,800,000 and
continuation of benefits. If Mr. Harrison[Js employment is terminated in the event of death, resignation without
[JGood Reason[], disability or for Cause, he would be entitled to receive his accrued base salary, any accrued but
unused vacation days, and, if his employment is terminated due to death or disability, the Company shall also pay
him a pro rata portion of his target bonus.

Following termination for any of the reasons stated above, Mr. Harrison would also be entitled to receive benefits
and payments which have already vested, including vested pension benefits described under [JStatement of
Executive Compensation - Officers[] Remuneration - Pension Plans[] below and vested equity holdings described
under equity plans of the Company, and reported under the [JAggregate Equity Holdings in Company Plans[] table.
Also, except for termination for Cause, and subject to performance vesting as applicable, RSUs and stock options
would continue to vest following his termination.

The Agreement does not have formal change of control provisions in place. However, a certain number of the
compensation plans in which Mr. Harrison participate, like other executives, have provisions which in the event of a
change of control, generally provide for the accelerated vesting of stock options and the prorated vesting of share
units.

The Agreement includes special provisions relating to tax equalization payments in respect of Mr. Harrison[Js salary
to compensate for higher tax liabilities in Canada, if any, compared to those applicable in the United States.

In addition to the retirement benefits disclosed under [JStatement of Executive Compensation - Officers[]
Remuneration - Pension Plans[] below, Mr. Harrison is entitled to exercise his stock options within 5 years following
retirement. He is also entitled to post-retirement medical benefits and a life insurance benefit equal to US$1
million.

Pension Plans

Canadian Pension Plans

Executive officers participate in the Company[]s principal pension plan and senior management pension plan
(introduced January 1, 2004), which are defined benefit plans providing pensions based on pensionable years of
service and highest average earnings. The pension amounts are payable in Canadian currency and were converted
using the average rate of exchange of 1.1341 for 2006.

Highest average earnings are the average annual pensionable earnings during the last 60 months of compensated
service or the best five consecutive calendar years, whichever is greater. Pensionable earnings consist of salary
and overtime in the principal pension plan and also include the bonuses paid by the Company under the Annual
Incentive Bonus Plan (up to the target bonuses relating to the year for which such bonuses were earned) in the

senior management pension plan. Retirement benefits payable under the Company[is principal pension plan and
senior management pension plan are subject to a maximum aggregate annual retirement benefit of CAD$2,111.11
(US$1,861.48) per year of pensionable service.

Senior executives who have at least two years of service and who execute an agreement, including a
non-competition clause, are eligible for additional retirement income, charged to operating funds. This plan is
called the Special Retirement Stipend (JQSRS[]). If the senior executive became eligible for the SRS plan on or after
July 1, 2002, his or her additional retirement income benefit will not vest unless such senior executive remains in
active service until the age of 55. Accrued additional retirement income benefits are guaranteed through a letter of
credit. The annual amount of an individual[Js additional retirement income is a set percentage of that individual[Js
portion of actual average earnings that is greater than the maximum average earnings recognized by the
Company[Js principal pension plan or the senior management pension plan, multiplied by the number of years of
service (maximum 35 years) of that individual.
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The recognized maximum average earnings under the Company[]s principal pension plan or the senior
management pension plan was approximately US5$98,436 for 2006. In January 1996, the definition of [Jsalary[]
under the SRS program was extended to include the bonuses paid by the Company under the Annual Incentive
Bonus Plan after 1995, up to the target bonuses relating to the year for which such bonuses were earned. If the
aggregate of any given individual[Js age and years of service is at least 85, and such individual is age 55 or over,
both the pension benefits and additional retirement income become payable to such senior executive who retires
prior to age 65.

Messrs. Finn and Mongeau had respectively 13 years and 12 years and 8 months of credited service under the
Company[Js principal pension plan, senior management pension plan and SRS as at December 31, 2006.

The following table reflects an estimate of total annual benefits under the Company[Js principal pension plan,
senior management pension plan and any special agreement generating additional retirement income payable
upon retirement (age 65) to senior executives in specified earnings and service classifications:

Estimated annual benefit payable upon retirement
Highest
Average
Earnings Pensionable Service (years)

(US$) (USs$)

10 20 25 30 35
200,000 38,928 | 77,855 | 97,319 | 116,783 | 136,247
450,000 88,928 | 177,855 | 222,319 | 266,783 | 311,247
700,000 138,928 | 277,855 | 347,319 | 416,783 | 486,247
950,000 188,928 | 377,855 [ 472,319 | 566,783 | 661,247
1,200,000 238,928 (477,855 | 597,319 | 716,783 | 836,247

U.S. Pension Plans

Mr. Harrison does not participate in the Company[Js principal pension plan, senior management pension plan and
SRS plan. The Company had originally guaranteed Mr. Harrison
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that upon his termination of employment with the Company, his total supplemental retirement benefits would not
be less than the benefits that would have been provided under the lllinois Central Railroad Company (JICR[)
Supplemental Executive Retirement Plan in effect prior to March 30, 1998, had he continued his service with ICR
and continued participation in such plan. Mr. Harrison[Js total supplemental retirement benefits come from the
following plans:

Executive Account Balance Plan - ICR[Js Executive Account Balance Plan provides for a sum equivalent to 10% of
Mr. Harrison[Js combined salary and performance awards in excess of a wage offset factor to be accrued annually
(but not funded), and is payable upon retirement or termination of employment. The wage offset factor is adjusted
annually by the percentage increase in the U.S. social security wage base. For 2006, the wage offset factor was
US$157,000. Accrued amounts earn interest in accordance with the plan. This plan was frozen as of December 31,
2000 and, for Mr. Harrison, replaced by a new plan with the same provisions as of January 1, 2001.

Non-Qualified Supplemental Defined Contribution Plan - ICR[Js Supplemental Defined Contribution Plan provides for
a sum equivalent to 2% of Mr. Harrison[Js base salary (capped at the annual 401(a)(17) limit). Amounts are accrued
on an unfunded basis and interest credits are given using the actual 401(k) investment return. Prior to 2001, this
benefit was part of the ICR 401(k). This plan was frozen as of December 31, 2000 and, for Mr. Harrison, replaced by
a new plan with the same provisions as of January 1, 2001.

Qualified Defined Contribution Plan (401(k)) - Mr. Harrison is eligible to participate in the Canadian National Railway
Company Management Savings Plan for U.S. Operations (the [JSavings Plan[]), which is a qualified 401(k) plan. Mr.
Harrison may make [Jpre-tax[] contributions to the Savings Plan subject to limitations imposed by the U.S. Internal
Revenue Code. Those contributions are partially matched by the ICR. The matching contribution is limited to 50%
of the first 6% of Mr. Harrison[]s pre-tax salary (i.e., the matching contribution is limited to 3% of his salary). All
contributions are fully vested upon contribution and are invested in various investment funds as selected by Mr.
Harrison.

Excess Benefit Plan - Under ICR[]Js Excess Benefit Plan, amounts are accrued for Mr. Harrison on an unfunded basis
to offset the limitations imposed by the U.S. Internal Revenue Code with respect to certain benefit plans as a result
of the level of Mr. Harrison[Js compensation. Currently, the Excess Benefit Plan provides for the accrual of a sum
equivalent to the employer]Js matching contribution under the Savings Plan which is restricted by the limits of
Section 402(g) of the U.S. Internal Revenue Code. The amounts accrued will be distributed at the same time and on
the same terms as the amounts paid under the Savings Plan.

Prior to 2001, the ICR 401(k) provided, in addition to the 50% match on the first 6% of pay, a 2% Company paid
contribution on earnings (capped at the annual 401(a)(17) limit). To make up for the limits in the pre-2001 ICR
401(k), the Excess Benefit Plan also provided a supplemental 2% in excess of the annual 401(a)(17) limit. This plan
was frozen as of December 31, 2000 and, for Mr. Harrison, replaced by a new plan with the same provisions as of
January 1, 2001.

Defined Benefit Plan - A tax-qualified defined benefit retirement plan was introduced for ICR[Js non-unionized
employees on January 1, 2001. For non-unionized employees of ICR who were not members of the 1989 Pension
Plan for Employees of CN U.S. subsidiaries, the following table reflects an estimate of total annual benefits payable
under such plan to persons, such as Mr. Harrison, in specified earnings and service classifications:

Defined Benefit Plan Table Estimated Annual Benefit

Highest at
Average | Normal Retirement Age for Years of Credited Service
Earnings after December 31, 2000
(USs) (USs)
5 10 15 20 25 30 35

300,000 (6,257 (12,514 |18,770 (25,027 | 31,284 | 37,541 | 43,798
600,000 (6,257 (12,514 |18,770 (25,027 | 31,284 | 37,541 | 43,798

84



Edgar Filing: CANADIAN NATIONAL RAILWAY CO - Form 6-K

900,000 |6,257|12,514|18,770 | 25,027 | 31,284 | 37,541 | 43,798
1,200,000

6,257 | 12,514 | 18,770 | 25,027 | 31,284 | 37,541 | 43,798

1,500,000
6,257 | 12,514 | 18,770 | 25,027 | 31,284 | 37,541 | 43,798
Highest average earnings are 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 salary and overtime.
However, pensionable earnings are capped at the average of the Internal Revenue Code limit (US$220,000 in
2006), over the last five years.

Supplemental Executive Retirement Plan - ICR established the lllinois Central Corporation Supplemental Executive
Retirement Plan effective as of January 1, 1994 (the Jold SERP[]). Mr. Harrison is covered by the old SERP. Mr.
Harrison[Js SERP annual benefits shall be US$1,100,000 annually. This amount will be increased in an increment of
US$100,000 for each additional year he remains employed by the Company after December 31, 2006 until
December 31, 2008 and by US$200,000 for the last year of his Agreement.

Mr. Foote joined the Company on August 23, 1995. Mr. Foote is covered by a special pension arrangement, which
credits him with two years of service for each year of service for his first 10 years of service with the Company.

During Mr. Foote[]s service from August 23, 1995 to December 31, 2000, he participated in the Company[Js
principal pension plan until March 31, 2000, when he transferred to the United States. Mr. Foote[Js pension benefits
under his special pension arrangement, which are totally vested to him, are equal to the pension benefits he would
have been entitled to if he had been participating in the Company[Js principal pension plan and SRS plan for twice
the number of years of service since August 23, 1995, being twice five years and 4.35 months, less the pension
payable under the Company[Js principal pension plan. The pension benefits under the special pension arrangement
are payable from the Company[]s operating funds.
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For Mr. Foote[Js service since December 31, 2000, he has been participating in the Defined Benefit Plan mentioned
above. He has also been participating in the new Supplemental Retirement Plan (Onew SERP[]) of ICR under which
he was credited, as mentioned above, with two years of service for each year of service with ICR until August 22,
2005, inclusively. The following table reflects an estimate of total annual benefits payable under such plan before
the offset described below to persons, such as Mr. Foote, who joined the new SERP after December 31, 2000, in
specified earnings and service classification:

Supplemental Retirement Plan (new SERP) Table

Final Average | Estimated Annual Benefit at Normal Retirement Age for Years

Compensation of Credited Service after December 31, 2000

(USS$) (Uss)
5 10 15 20 25 30 35

200,000 20,000 40,000 | 60,000 | 80,000 | 100,000 | 120,000 | 140,000
450,000 45,000 90,000 | 135,000 | 180,000 | 225,000 | 270,000 | 315,000
700,000 70,000 | 140,000 | 210,000 | 280,000 | 350,000 | 420,000 | 490,000
950,000 95,000 | 190,000 | 285,000 | 380,000 | 475,000 | 570,000 | 665,000
1,200,000 120,000 | 240,000 | 360,000 | 480,000 | 600,000 | 720,000 | 840,000

Mr. Foote[Js SERP pension obtained from the above table is offset by (i) the qualified Defined Benefit Plan pension
for his service after December 31, 2000; (ii) the U.S. Railroad Retirement Board Tier 2 pension for his service after
December 31, 2000; (iii) the amount of single life annuity that can be purchased with the 3% employer
contributions available under the Savings Plan.

Mr. Foote had 10 years and 8 months of credited service under the new SERP as of December 31, 2006.

Mr. Harris has been participating in the Executive Account Balance Plan, Excess Benefit Plan and Supplemental
Defined Contribution Plan mentioned above. These plans were frozen as of December 31, 2000. Mr. Harris is
eligible to participate in the Savings Plan and the Defined Benefit Plan mentioned above.

Mr. Harris does not participate in the Company[Js principal pension plan, senior management pension plan and
SRS. Mr. Harris[] overall retirement benefit will always be the greater of what he would receive under the new SERP
of ICR mentioned above on all his service up to 35 years minus the offset described below and the old SERP for
which Mr. Harris continued to accrue retirement benefits until December 31, 2003, at the rate of 3.5% of his final
average earnings per year of service between January 1, 1994 and December 31, 2003, plus retirement benefits at
the rate of 2% per year of service after 2003 minus the offset described below. The following table reflects an
estimate of total annual benefits payable under such plan before the offset described below to persons, such as Mr.
Harris, who joined the old SERP on or after January 1, 1994, in specified earnings and service classification:

Supplemental Executive Retirement Plan (old SERP) Table
Final Average Estimated Annual Benefit for Years of Credited Service
Compensation after December 31, 1993
(Uss) (US$)
5 10 15 20 25 30 35
200,000 35,000 | 70,000 | 90,000 (110,000 |130,000 150,000 | 170,000
450,000 78,750 | 157,500 | 202,500 | 247,500 | 292,500 | 337,500 | 382,500
700,000 122,500 | 245,000 | 315,000 | 385,000 | 455,000 | 525,000 | 595,000
950,000 166,250 | 332,500 | 427,500 | 522,500 | 617,500 | 712,500 | 807,500
1,200,000 210,000 | 420,000 | 540,000 | 660,000 | 780,000 | 900,000 | 1,020,000

Mr. Harris[] SERP pension obtained from the above table is offset by (i) the qualified Defined Benefit Plan (prorated
for service only after January 1, 2004); (ii) the U.S. Railroad Retirement Board Tier 2 pension (prorated for service
only after January 1, 2004); (iii) the amount of single life annuity that can be purchased with the 3% employer
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contributions after January 1, 2001 available under the Savings Plan, along with future interest credits tied to
treasuries; (iv) CN matching contributions to the 401(k) Plan and the 2% supplemental match as of December 31,
2000, along with future interest credits tied to treasuries; (v) the Excess Benefit Plan account balance as of
December 31, 2000, with future interest credits tied to his Savings Plan rate of return; (vi) the Executive Account
Balance Plan as of December 31, 2000, with future interest credits tied to The Wall Street Journal prime rate; (vii)
the actuarial equivalent (in the form of a single life annuity) of the annual annuity of $47,734, which value was
withdrawn from the SERP prior to retirement by virtue of the change of control provision of such SERP.

Mr. Harris had 35 years of credited service under the new SERP including 10 years of credited service under the old
SERP as at December 31, 2006. This means that his SERP annual benefit will be at least equal to 70% of his final
average compensation minus the above-mentioned offsets.
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Supplemental Pension Disclosure

The following Service cost and Benefit Obligation have been calculated using the same actuarial assumptions as
those used in Note 13 of CN[Js 2006 Annual Consolidated Financial Statements. 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 benefits from the Company[Js registered Pension Plans and
non-registered supplemental pension arrangements.

Change in benefit
obligation
from Projected
Benefit January 1, Benefit Accrued annual | annual pensiol
obligation at 2006 to obligation at pension at at first
December 31, December 31, December 31, December 31, unreduced
2006 Service 2005®@ 2006® 2006®@ 2006 date®
Name Cost® (USS$) (USS$) (USS) (USS) (USS)
E. Hunter
Harrison®) 1,134,000 11,299,000 1,434,000 12,733,000 1,107,000 1,209,000
Claude
Mongeau 182,000 2,200,000 108,000 2,308,000 188,000 437,000
James M.
Foote 173,000 3,773,000 238,000 4,011,000 308,000 441,000
Ed L. ,
Harris®@ 0 3,282,000 (23,000) 3,259,000 303,000 303,000
Sean Finn 128,000 1,514,000 196,000 1,710,000 122,000 316,000

(1) The service cost is the estimated value of the benefits accrued during the calendar year (January 1, 2006 to December
31, 2006). These amounts exclude the employee[Js contributions, if any.

(2) The benefit obligation is the value of the benefits accrued for all service to the specified date.
(3) Does not include former IC non registered cash plans described below.
(4) Mr. Harris has reached the maximum years of service allowed under the SERP.

(5) The projected pension is based on current compensation levels. The service is accrued to the first date at which the
executive is entitled to an unreduced pension benefit or the end of 2007 if the date is already reached. For Mr. Harris, the
actual retirement age is shown.

(6) The change in benefit obligation is attributable to an additional year of service, increase in compensation as well as a
change in interest rate and actuarial assumptions for valuation purposes.

(7) The benefit obligation as at December 31, 2005, the accrued pension and the projected pension for Mr. Harris were
revised to recognize the maximum number of years reached under the SERP and to exclude the value of the annual
annuity of $47,734 which was withdrawn from the old SERP prior to retirement by virtue of the change of control
provision of such SERP.

Non-Registered Defined Contribution Plans Table

Amounts shown in this table include amounts from the Company[Js non-registered Defined Contribution plans. The
cost of these plans is paid entirely by the Company and no withdrawals or distributions are permitted before the
following executives terminate from the Company.

Name Plan name® | Company Contributions | Interest Credits Aggregate Aggregate Balance
in 2006 in 2006 Withdrawals/ as at

(USS$) (USS$) Distributions | pecember 31, 2006
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(USS$)
Executive
Account Balance
E. Plan 519,300 222,432 Not Allowed 3,317,235
:untler Excess Benefit
armson 1pjgn 64,000 71,402 Not Allowed 960,189
Supplemental
Defined
Contribution Plan 4,400 3,435 Not Allowed 43,294
Executive
Ed L. Account Balance
) Plan 7,331 Not Allowed 100,167
Harris
Excess Benefit
Plan 1,380 Not Allowed 10,058

(1) Please refer to the plan description in the subsection [JStatement of Executive Compensation - Officers] Remuneration -
Pension Plans - U.S. Pension Plans[].
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Performance Graph

The following Performance Graph illustrates the yearly cumulative total shareholder return on a $100 investment in
Canadian dollars in CN's Common Shares (assuming reinvestment of dividends) compared with the cumulative
total return of the S&P/TSX and S&P 500 Indices from the period beginning December 31, 2001 to the period
ending December 31, 2006.

Dec-01 Dec-02 Dec-03 Dec-04 Dec-05 Dec-06

CN $100 $85 $107 $143 $182 $196
S&P/TSX $100 $88 $111 $127 $158 $185
S&P 500 $100 $77 $97 $106 $109 $124

Supplemental Share Price Performance Graph

The following graph illustrates the Company[]s share price performance on both the TSX (CNR) and NYSE (CNI)
since November 1995 (the year in which the Company[Js initial public offering occurred). The graph also illustrates
share price performance of Union Pacific (UNP), Burlington Northern Santa Fe (BNI), CSX and Norfolk Southern
(NSC). The values shown assume the reinvestment of all dividends.
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Other Information

Securities Authorized for Issuance Under Equity Compensation Plans

The table below indicates, as at December 31, 2006, certain information with respect to the Company[Js

Management Long-Term Incentive Plan.

Number of securities
to be issued
upon exercise of
outstanding options,

Weighted-average
exercise price of
outstanding options,
warrants and rights

Nun
rema
futul
equi
plans (
refl

Plan Category warrants and rights (CADS)
Equity compensation plans approved by securityholders 16,052,625 23.78
Equity compensation plans not approved by securityholders Nil 0
Total 16,052,625 23.78

Indebtedness of Directors and Executive Officers

As of February 28, 2007, there was no outstanding indebtedness of current and former directors, officers and
employees of the Company and its subsidiaries, whether entered into in connection with the purchase of common

shares of the Company or otherwise.

Shares Owned or Controlled by Senior Management

As at February 28, 2007, the directors and the members of the executive committee of the Company, as a group,
beneficially owned, directly or indirectly, or exercised control or direction over, or held options to exercise an
aggregate of approximately 11.2 million common shares, representing approximately 2.2% of the Company(]s

outstanding common shares.

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 affiliate of any informed person or proposed director in
any transaction since the commencement of the Company[]s most recently completed financial year, or in any
proposed transaction, that has materially affected or would materially affect the Company or any of its affiliates or

subsidiaries.

Directors Cdnd Officers[IThsurance

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 officers of the Company and its subsidiaries against liability incurred by them in such
capacity. The premium paid in the financial year ending December 31, 2006 was approximately CAD$2,727,616 for
the 12 months ending September 30, 2007. The Company also carries excess directors and officers liability
insurance for non-indemnifiable claims in the amount of CAD$25,000,000 in excess of the above. The premium
paid for such excess liability insurance in the financial year ending December 31, 2006 was approximately

CAD$350,000 for the 12 months ending September 30, 2007.

Shareholder Proposals
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Shareholder proposals to be considered at the 2008 annual meeting of shareholders must be received at the head
office of the Company no later than December 6, 2007, 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 file various documents,

including an annual information form and financial statements. Financial Information is provided in the Company[Js
comparative financial statements and management[Js discussion and analysis for its most recently completed

financial year. Additional information relating to the Company is 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
Senior Vice-President Public Affairs,
Chief Legal Officer and Corporate Secretary

March 6, 2007
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SCHEDULE [AIL-IAMENDMENT TO THE MANAGEMENT LONG-TERM
INCENTIVE PLAN

Upon motion, duly proposed and seconded, it was resolved:

1. THAT the Company be and it is hereby authorized to amend the Company[]Js Management Long-Term

Incentive Plan in the manner described in the Management Information Circular of the Company dated
March 6, 2007;

2. THAT any director or officer of the Company be, and each is hereby authorized and directed, for and
on behalf of the Company, to sign and execute all documents, to conclude any agreements and to do
and perform all acts and things deemed necessary or advisable in order to give effect to this
resolution, including compliance with all securities laws and regulations; and

3. THAT the Board of Directors of the Company be, and it is hereby authorized to cause all measures to
be taken, such further agreements to be entered into and such further documents to be executed as

may be deemed necessary or advisable to give effect to and fully carry out the intent of this
resolution.

Schedule [AIL#7
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SCHEDULE [BI -ISHAREHOLDER PROPOSALS

The following two shareholder proposals have been submitted for consideration at the Meeting. These proposals
and their supporting statements represent the views of the shareholders submitting them.

Ethical Funds Inc. of 800-1111 West Georgia Street, Vancouver, British Columbia, V6E 4T6 has submitted proposal
No. 1.

Inhance Canadian Equity Fund, 1200-900 West Hastings Street, Vancouver, British Columbia, V6C 1E5 has
submitted proposal No. 2

The proposals are set out in italics below:

Proposal No. 1: Link Executive Compensation to Environmental, Social & Governance Success
Whereas:

There is mounting evidence illustrating that compensation plans based primarily upon the achievement of short
term and stock market-linked financial targets have the potential to deter companies from undertaking those
activities that create sustainable long term value.

A recent Deloitte survey of 250 directors and executives from around the world found that 92% believe traditional
financial measures shed little light on key sources of future revenue and profit and provide scant evidence for
evaluating the effectiveness of the board and top management (Annette Watson-Deloitte []In the Dark: What
Boards and Executives Don[Jt know about the Health of Their Businesses[], Deloitte and the Economist Intelligence
Unit, 2005).

There is growing support for companies to adopt compensation plans that link executive compensation and other
financial rewards to the achievement of long term environmental, social and governance (ESG) goals.

In a 2005 survey of Canadian board directors conducted by McKinsey & Company and HRI Corporation on behalf of
the Canadian Coalition for Good Governance, the following factors were identified as desirable for setting executive
compensation: employee satisfaction (71%),; leadership development (78%), customer satisfaction (84%),; and
sustainable development (89%).

CN has disclosed specific corporate objectives in the management proxy circular, upon which executives are
measured when assessing financial performance (revenues, operating income, free cash flow, earnings per share
and return on invested capital). Although CN states that 30% of the Annual Incentive Bonus Plan includes
performance on financial and non-financial goals, including safety performance, similar corporate objectives on
these issues are not disclosed.

CN experienced declining safety performance as illustrated by several high-profile derailments in 2005, including

an environmentally-destructive spill at Lake Wabamun and a derailment near Lillooet that killed two employees.
The company(]s safety report for 2005 indicated that Transportation Safety Board accidents were on the increase
as were crossing and trespassing accidents. Despite this safety performance record, independent members of the
Board approved a bonus payout at the maximum level possible for the President and CEO for 2005. This amounted
to a bonus of $3.85 million or 280% of base salary.

Be it resolved that:

The Human Resources and Compensation Committee of the Board prepare a report to shareholders by September
2007, at reasonable cost and omitting proprietary information, that details the environmental, social and
governance objectives or targets, upon which executive compensation was evaluated for 2005, with specific
reference to safety performance targets. The report should also include a rationale for 2005 compensation levels
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based on performance against such objectives.

THE BOARD OF DIRECTORS RECOMMENDS SHAREHOLDERS VOTE AGAINST THE PROPOSAL FOR THE
FOLLOWING REASONS:

The Company provides performance-driven competitive compensation. The compensation structure is designed to
be competitive with the market place, and ties remuneration with the performance of the Company and the
sustainable enhancement of value to our shareholders. The compensation structure also supports the continuous
improvement of our service to our customers, the continued development of our employees and their safety, as
well as the safety of the communities in which we operate.

As described in our Information Circular, the Annual Incentive Bonus Plan offered to all executives and
management employees is linked to the achievement of corporate objectives, as well as personal objectives. For
the years 2005 and 2006, 70% of the bonus was linked to a balance set of goals that contribute to the Company[ls
financial growth and profitability in the market place. Additionally, 30% of the bonus was based on the
achievement of personal goals linked to financial, operating, safety, customer service, as well as leadership
development. These objectives are thus in line with the long-term view described in the shareholder proposal.

The Human Resources and Compensation Committee, composed of entirely independent directors, reviews and
approves on an annual basis the corporate goals of the Company, as well as the personal objectives of the
President and CEO. The Committee carefully evaluates his performance based on those goals and objectives, and
recommends his compensation to the Board based on this evaluation. It also reviews the evaluation of executive
management[]s performance and recommends to the Board executive management[]s compensation.

Schedule [BI_48
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The personal objectives of the President and CEO are anchored against each of the five core principles that support
the Company[Js disciplined execution of its business model, namely service, cost control, asset utilization, safety,
and people. Amongst others, these include specific safety targets in terms of reportable injuries and accidents, as
measured against criteria determined by regulatory bodies in both Canada and the U.S.

In 2005 and 2006, the Human Resources and Compensation Committee evaluated the President and CEO[Js
performance in light of the complexity of the Company[]s operations and considering that - without losing sight of
the derailments - CN was amongst the safest railways on the continent based on U.S. Federal Railroad
Administration reporting criteria. The Committee also considered the President and CEO[Js overall outstanding
leadership in all facets of his personal objectives, comprising financial performance, safety, marketing, customer
service, operations, human resources management, strategic planning and corporate governance. The Committee
is satisfied that the compensation provided to the President and CEO was objectively determined and appropriately
reflects his performance on a balanced set of pre-established objectives that, taken together, support the
long-term success of the Company.

The report of the Human Resources and Compensation Committee on pages 27 to 36 of this Information Circular
describes in detail the Company[]s approach to executive compensation. Additional information regarding the
Company[Js safety performance, and its comprehensive safety and environment related initiatives will be available
on a new section of the Company[Js website at www.cn.ca by mid-year 2007. The report described in the
shareholder proposal is thus not necessary.

Proposal No. 2: Integrate BC Rail operations into the CN system and conduct a track safety audit on
policies, procedures and technical practices on the BC Rail line

Whereas on July 14, 2004 CN acquired the operations of BC Rail, a regional railway with 2300 kilometres of
mainline track operating in the province of British Columbia,

Whereas on August 5, 2005 a CN derailment on the former BC Rail line near Squamish, BC, resulted in a spill of
40,000 litres of sodium hydroxide, a highly corrosive material, into the Cheakamus Canyon,

Whereas CN runs trains that are up to 10,000 feet in length and train length has been raised by regulators as an
issue of concern, resulting in a temporary restriction on train lengths on sections of the former BC Rail line,

Whereas terrain covered by the BC Rail line may present unique challenges for longer trains,

Whereas following a June 29, 2006 fatal accident on the former BC Rail line, locomotives on particular sections of
track were ordered to use dynamic brakes,

Whereas on September 25, 2006, Transport Canada issued an order directing CN to fulfill a series of previous
directives to improve safety on its network in Canada,

Whereas on October 31, 2006, in response to derailments in BC, the all-party Standing Committee on Transport,
Infrastructure and Communities of the Parliament of Canada unanimously decided to conduct an in-depth inquiry
into rail safety in Canada and particularly rail accidents in Western Canada,

Whereas derailments have the potential to impact shareholder value through corporate reputation risks, litigation
risks and clean-up costs,

Be it resolved that:

The Board[]s environment, safety and security committee evaluate the integration of BC Rail operations into the CN
system and conduct an effectiveness audit on policies, procedures and technical practices for maintaining track
safety on the former BC Rail line.
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THE BOARD OF DIRECTORS RECOMMENDS SHAREHOLDERS VOTE AGAINST THE PROPOSAL FOR THE
FOLLOWING REASONS:

As with all the Company[Js acquisitions, a detailed due diligence was carried out to determine the condition of the
infrastructure in addition to the existing maintenance and operating practices on the BC Rail line prior to closing
the transaction. In accordance with such evaluation and further regular inspections, the safety and maintenance
requirements of the new BC Rail line have accordingly been integrated into CN[Js annual Integrated Safety Plan and
into its capital budget. A detailed plan of action to improve the safety and maintenance of the BC Rail line and to
decrease the number of accidents has thus already been put in place.

Safety is a core value at CN. The Company has consistently been one of the safest railroads in North America and
we are intensely focused on supporting this value. In 2006, CN spent more than $1.5 billion Jrepresenting about
20% of our revenue [] on capital programs designed in part to maintain the safety and integrity of our rail
infrastructure. This amount has been increased to $1.6 billion in our 2007 budget. A large part of such amount will
be spent on the replacement of rail, ties, ballast and other track material, and for bridge and signalling system
upgrades. In Western Canada alone, the Company plans to invest nearly $350 million in track infrastructure.

The Board and the Environment, Safety and Security Committee has and continues to monitor the process of
integrating BC Rail[Js operations with those of the Company, with management reporting regularly on such
integration. The above shareholder proposal has thus been dealt with in practice.

Schedule [BI#49
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SCHEDULE [CI -ISTATEMENT OF CORPORATE GOVERNANCE
PRACTICES

CN[s Board of Directors has for many years recognized the importance of good governance. As a Canadian
reporting issuer with securities listed on the Toronto Stock Exchange (TSX) and the New York Stock exchange
(NYSE) our corporate governance practices comply with applicable rules adopted by the Canadian Securities
Administrators and applicable rules of the SEC giving effect to the provisions of the Sarbanes-Oxley Act. We are
exempted from complying with many of the NYSE corporate governance rules, and are permitted instead to
comply with Canadian governance requirements. Except as summarized on our website at

WWW.Cnh.ca/cngovernance, our governance practices, however, comply with the NYSE corporate governance rules
in all significant respects.

The Canadian Securities Administrators (the [JCSA[]) adopted, effective on June 30, 2005, National Instrument
58-101 [] Disclosure of Corporate Governance Practices (the [JDisclosure Instrument[]) and National Policy 58-201
(JCorporate Governance Guidelines (the J[Governance Policy[]). The Governance Policy provides guidance on
governance practices to Canadian issuers, while the Disclosure Instrument requires issuers to make the prescribed
disclosure regarding their governance practices. The disclosure made hereunder refers to the items of the
Disclosure Instrument as well as to the Governance Policy, where appropriate. The Company believes that its
corporate governance practices meet and exceed the requirements of the Disclosure Instrument and the
Governance Policy as reflected in the disclosure made hereunder.

In January 2004, the CSA adopted Multilateral Instrument 52-110 [J Audit Committees. Certain amendments to such
instrument were subsequently adopted and are effective since June 30, 2005 (such instrument, as amended, the
JAudit Committee Rules[]). The Audit Committee Rules include requirements regarding audit committee
composition and responsibilities, as well as reporting obligations with respect to audit related matters. The
Company complies with these rules and appropriate disclosure is made, where applicable, in the following table.

The Company also refers, where applicable, to the NYSE Corporate Governance Standards (the NYSE
Standards[]), as approved by the SEC on November 3, 2004.

Please also refer to the Corporate Governance Manual and the Code of Business Conduct of the Company available
on our website at www.cn.ca/cngovernance and also available in print to any shareholder who requests copies by
contacting our Corporate Secretary. In addition, please refer to the section entitled [JStatement of Corporate
Governance Practices[] at page 20 of this Information Circular.

The Company is dedicated to improving its corporate governance practices on an ongoing basis in order to respond
to the evolution of best practices. The Board of Directors has approved this disclosure on the recommendation of
the Corporate Governance and Nominating Committee.

Schedule [CI50
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Guidelines

Corporate Governance Practices
at the Company

Board of Directors

(a)

Disclose the identity of directors who are
independent.

Of the current 15 Board members, only the
President and Chief Executive Officer of the
Company is an officer of the Company. Based on
the foregoing and on the information provided by
directors as to their individual circumstances, the
Board has determined that, of the remaining 14
Board members, 13 are [Jindependent[], and one is
Onot independent[], Mrs. Kempston Darkes being a
senior executive of a major customer of the
Company.

Disclose the identity of directors who are not
independent, and describe the basis for that
determination.

See above. Reference is made to the subsection
entitled [JStatement of Corporate Governance
Practices [Jindependence of Directors[] at page 20 o
this Information Circular.

Disclose whether or not a majority of
directors are independent.

As set out above, 13 of our 15 current Board
members are independent and 12 of our 14
nominees are independent.

If a director is presently a director of any
other issuer that is a reporting issuer (or the
equivalent) in a jurisdiction or a foreign
jurisdiction, identify both the director and the
other issuer.

This Information Circular contains information
under [JNominees for Election to the Board -
Description of Nominees[] as to other public issuer
directorships of each nominee.

Disclose whether or not the independent
directors hold regularly scheduled meetings
at which non-independent directors and
members of management are not in
attendance. If the independent directors hold
such meetings, disclose the number of
meetings held since the beginning of the
issuer[Js most recently completed financial
year.

The non-management Board members meet
before or after every meeting of the Board of
Directors in in camera sessions, without the
presence of management and under the
chairmanship of the Board chair. An executive
session including only [Jindependent[] directors is
also held at least once a year. During the financial
year ended December 31, 2006, there was one
session that was attended only by independent
directors.

(f)

Disclose whether or not the chair of the
board is an independent director. If the board
has a chair or lead director who is an
independent director, disclose the identity of
the independent chair or lead director, and
describe his or her role and responsibilities.

Our Corporate Governance Manual provides that
the Board chair must be an [Jindependent[] director
who is designated by the Board. Mr. David G.A.
McLean, who has been a director of the Company
since 1994, is the independent Board chair. The
key role of the Board chair is to take all reasonable
measures to ensure that the Board (i) has
structures and procedures in place to enable it to
function independently of management, (ii) carries
out its responsibilities effectively and (iii) clearly
understands and respects the boundaries between

the responsibilities of the Board and those of
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management. The responsibilities of the Board
chair are further described in our Corporate
Governance Manual.

Disclose the attendance record of each Please see page 19 of this Information Circular.

director for all board meetings held since the
beginning of the issuer[]s most recently
completed financial year.

Schedule [CI51
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Guidelines

Corporate Governance Practices
at the Company

Board Mandate [] Disclose the text of the board[]s
written mandate.

Our Board mandate is included as Schedule [ID[] to
this Information Circular.

Position Descriptions

(a) [Disclose whether or not the board has
developed written position descriptions for
the chair and the chair of each board
committee.

Our Corporate Governance Manual includes
position descriptions for the Board chair and the
Board committee chairs.

(b) |Disclose whether or not the board and CEO
have developed a written position
description for the CEO.

Our Corporate Governance Manual includes a
position description for the President and CEO of
the Company.

Orientation and Continuing Education

(a) |Briefly describe what measures the board
takes to orient new directors regarding

(i) the role of the board, its committees
and its directors, and

(ii)  |the nature and operation of the
issuer]s business.

(b) |Briefly describe what measures, if any, the
board takes to provide continuing education
for its directors. If the board does not
provide continuing education, describe how
the board ensures that its directors maintain
the skill and knowledge necessary to meet
their obligations as directors.

As provided in its charter, the Corporate
Governance and Nominating Committee has the
responsibility, in consultation with the Board chair,
to develop, monitor and review, as applicable, the
Company[Js orientation and continuing education
programs for directors. The Company has adopted
Board orientation and continuing education
programs, described in our Corporate Governance
Manual, pursuant to which orientation and
continued education is provided to Board
members. Reference is made to the subsection
entitled [JStatement of Corporate Governance
Practices [J Director Orientation and Continuing
Education[] at page 23 of this Information Circular.

Ethical Business Conduct

(a) |Disclose whether or not the board has
adopted a written code for the directors,
officers and employees. If the board has
adopted a written code:

(i) disclose how a person or company may
obtain a copy of the code;

The Board, through its Corporate Governance and
Nominating Committee, reviews, monitors and
oversees the disclosure of the Company[]s code of
business conduct. Each year, management reports
to such committee on the implementation of the
code within the organization and on any material
contravention by employees of the Company to
the provisions of the code. No material change
report has ever been filed or required to be filed

101




Edgar Filing: CANADIAN NATIONAL RAILWAY CO - Form 6-K

describe how the board monitors
compliance with its code, or if the
board does not monitor compliance,
explain whether and how the board
satisfies itself regarding compliance
with its code; and

(iii)

provide a cross-reference to any
material change report filed since the
beginning of the issuer[]s most
recently completed financial year that
pertains to any conduct of a director or
executive officer that constitutes a
departure from the code.

pertaining to any conduct of a director or

executive officer constituting a departure from the
code. Reference is made to the subsection entitled
(Statement of Corporate Governance Practices [J

Code of Business Conduct[] at page 20 of this
Information Circular.

Schedule [CI52
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Guidelines

Corporate Governance Practices
at the Company

Describe any steps the board takes to
ensure directors exercise independent
judgement in considering transactions and
agreements in respect of which a director or
executive officer has a material interest.

The code of business conduct states that [Jevery
employee must avoid situations where personal
interests could conflict with, or even appear to
conflict with, the interests of CN[J. In practice, the
Board requests every director to disclose any
direct or indirect interest he or she has in any
organization, business or association, which could
place the director in a conflict of interest. Every
year, a questionnaire is sent to each director to
make sure that the director is in no such conflict
that has not been disclosed. Should there be a
discussion or decision relating to an organization,
business or association in which a director has an
interest, the Board would request such director
not to participate or vote in any such discussion or
decision.

Describe any other steps the board takes to
encourage and promote a culture of ethical
business conduct.

The Company believes that ethical business
conduct is an important part of its success. Hence,
the mandate of the Board attached as Schedule
(D[] to this Information Circular states that the
Board has the responsibility for overseeing
management in the competent and ethical
operation of the Company. As part of the
Company[Js code of business conduct, the
employees are required to avoid outside interests
that may impair or appear to impair the effective
performance of their responsibilities to the
Company and be fair and impartial in all dealings
with customers, suppliers and partners. A key
person in the implementation of the Company[ls
code of business conduct is the Ombudsman, who
reports directly to the Chief Legal Officer, and
presents reports to the Corporate Governance and
Nominating Committee. The office of the
Ombudsman offers a confidential, neutral and
informal avenue which facilitates fair and
equitable resolutions to concerns arising within
the Company. It serves as an information and
communication resource, upward feedback
channel advisor and change agent. Reference is
also made to the subsection entitled [JStatement
of Corporate Governance Practices [] Code of
Business Conduct[] at page 20 of this Information
Circular.

Nomination of Directors

(a)

Describe the process by which the board
identifies new candidates for board
nomination.

Reference is made to the subsections entitled
[Statement of Corporate Governance Practices []
Director Selection[] at page 23 of this Information
Circular.
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(b) |Disclose whether or not the board has a
nominating committee composed entirely of
independent directors. If the board does not
have a nominating committee composed
entirely of independent directors, describe
what steps the board takes to encourage an
objective nomination process.

The charter of the Corporate Governance and
Nominating Committee provides that such
committee must be composed solely of
Nindependent(] directors.1 As at March 6, 2007, all
members of the Corporate Governance and
Nominating Committee are [Jindependent[].

The NYSE Standards state that a board should appoint a nominating committee composed entirely of independent directors
and that such committee should have a written charter. The board has adopted a written mandate for the Corporate
Governance and Nominating Committee pursuant to which such committee must be composed solely of independent

directors.
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Guidelines

Corporate Governance Practices
at the Company

(c) [|If the board has a nominating committee,
describe the responsibilities, powers and
operation of the nominating committee.

Reference is made to the subsection entitled
(Statement of Corporate Governance Practices []
Committees of the Board [J Corporate Governance
and Nominating Committee[] at page 21 of this
Information Circular. The responsibilities, powers
and operation of the Corporate Governance and
Nominating Committee are further described in
the charter of such committee which is included in
our Corporate Governance Manual.

Compensation

(a) |Describe the process by which the board
determines the compensation for the
issuer(]s directors and officers.

The Corporate Governance and Nominating
Committee annually reviews with the Board chair
and makes recommendations to the Board on the
adequacy and form of the compensation for
non-executive directors to ensure such
compensation realistically reflects the
responsibilities and risk involved, without
compromising a director]s independence.
Directors who are executives of the Company
receive no additional compensation for their
services as directors. See the section entitled
ONominees for Election to the Board -Board of
Directors Compensation[] of this Information
Circular for additional information on
compensation received by directors in 2006. The
Human Resources and Compensation Committee
reviews and recommends to the Board the
executive management[]s compensation.2
Reference is made to the section entitled
[Statement of Executive Compensation[] at page
27 of this Information Circular.

(b) |Disclose whether or not the board has a
compensation committee composed entirely

of independent directors. If the board does
not have a compensation committee
composed entirely of independent directors,
describe what steps the board takes to
ensure an objective process for determining
such compensation.

As provided in its charter included in our
Corporate Governance Manual, the Human
Resources and Compensation Committee must be
composed solely of independent directors.3 As at
March 6, 2007, all members of the Human
Resources and Compensation Committee are
Hindependent[].

(c) |If the board has a compensation committee,
describe the responsibilities, powers and
operation of the compensation committe