
CANADIAN NATIONAL RAILWAY CO
Form 6-K
March 23, 2009

FORM 6-K
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Report of Foreign Issuer

Pursuant to Rule 13a-16 or 15d-16
of the Securities Exchange Act of 1934

For the month of March, 2009

Commission File Number: 001-02413

Canadian National Railway Company
(Translation of registrant’s name into English)

935 de la Gauchetiere Street West
Montreal, Quebec
Canada H3B 2M9

(Address of principal executive offices)
Indicate by check mark whether the registrant files or will file annual reports under
cover of Form 20-F or Form 40-F:

Form 20-F        Form 40-F    X  

Indicate by check mark if the registrant is submitting the Form 6-K in paper as
permitted by Regulation S-T Rule 101(b)(1):

Yes        No    X  

Indicate by check mark if the registrant is submitting the Form 6-K in paper as
permitted by Regulation S-T Rule 101(b)(7):

Yes        No    X  

Indicate by check mark whether by furnishing the information contained in this Form,
the Registrant is also thereby furnishing the information to the Commission pursuant
to Rule 12g3-2(b) under the Securities Exchange Act of 1934:

Yes        No    X  

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

1



If “Yes” is marked, indicate below the file number assigned to the registrant in
connection with Rule 12g3-2(b): N/A

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

2



Canadian National Railway Company

Table of Contents

Items

Item 1 Notice of Annual Meeting of Shareholders

Item 2 Management Proxy Circular

Item 3 Proxy Form

Item 4 Annual Report

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

3



SIGNATURES

          Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

Canadian National Railway Company

Date: March 23, 2009 By: /s/ Sean Finn
Name: Sean Finn
Title: Executive Vice-President

Corporate Services and Chief Legal
Officer 
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Item 1

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

Our annual meeting of holders of common shares will be held at

THE FAIRMONT PALLISER
133 9TH AVENUE SW
CALGARY, ALBERTA (CANADA)

on Tuesday, April 21, 2009, at 9:00 a.m. (Mountain time) for:

1. receiving the consolidated financial statements for the year ended December 31, 2008 and the auditors’ reports
thereon;

2. electing the directors;

3. appointing the auditors; and

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

The directors have fixed March 9, 2009, 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

(Signed) Sean Finn
EXECUTIVE VICE-PRESIDENT,
CORPORATE SERVICES AND CHIEF LEGAL OFFICER

March 3, 2009
Montréal, Québec
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Item 2

NOTICE OF ANNUAL MEETING
OF SHAREHOLDERS

April 21, 2009

AND

MANAGEMENT INFORMATION CIRCULAR
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March 3, 2009

Dear Shareholder:

On behalf of the Board of Directors and Management of Canadian National Railway Company (the “Company”), we
cordially invite you to attend the annual meeting of shareholders that will be held this year at The Fairmont Palliser,
Crystal Ballroom, Lobby Level, 133 9th Avenue SW, Calgary, Alberta (Canada), on Tuesday, April 21, 2009, at 9:00
a.m. (Mountain time).

This Information Circular describes the business to be conducted at the meeting and provides information on
executive compensation and CN’s governance practices. In addition to these items, we will discuss, at the meeting,
highlights of our 2008 performance and our plans for the future. You will have the opportunity to meet your directors
and the senior officers of the Company.

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 or voting instruction 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 forms. 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 voting instruction 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 5 and 6 of the Information Circular with respect to how to vote your shares.

A live webcast of the meeting will be available on the Company’s website at www.cn.ca.

We look forward to seeing you at the meeting.

Sincerely,

(Signed) E. Hunter Harrison (Signed) David G.A. McLean
President and Chief Executive Officer Chairman of the Board
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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

Our annual meeting of holders of common shares will be held at

THE FAIRMONT PALLISER
133 9TH AVENUE SW
CALGARY, ALBERTA (CANADA)

on Tuesday, April 21, 2009, at 9:00 a.m. (Mountain time) for:

1. receiving the consolidated financial statements for the year ended December 31, 2008 and the auditors’ reports
thereon;

2. electing the directors;

3. appointing the auditors; and

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

The directors have fixed March 9, 2009, 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

(Signed) Sean Finn
EXECUTIVE VICE-PRESIDENT,
CORPORATE SERVICES AND CHIEF LEGAL OFFICER

March 3, 2009
Montréal, Québec
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INFORMATION CIRCULAR

This management information circular (the “Information Circular”) is provided in connection with the solicitation of
proxies by management of Canadian National Railway Company for use at the annual meeting of its shareholders or
at any adjournment or postponement thereof (the “Meeting”). In this document “you” and “your” refer to the shareholders of,
and “CN”, the “Company” or “we”, “us ”, “our” refer to, Canadian National Railway Company.The Meeting will be held at The
Fairmont Palliser, Crystal Ballroom, Lobby Level, 133 9th Avenue SW, Calgary, Alberta (Canada), on Tuesday, April
21, 2009, at 9:00 a.m. (Mountain time) for the purposes set forth in the foregoing Notice of Meeting. The information
contained herein is given as at March 3, 2009, except as indicated otherwise.

IMPORTANT – If you are not able to attend the Meeting, please exercise your right to vote by signing the enclosed
form of proxy or voting instruction form and, in the case of registered shareholders and holders of Employee Shares
(as such term is defined in this Information Circular) by returning it to Computershare Trust Company of Canada in
the enclosed envelope, or by voting over the Internet no later than 5:00 p.m. (Eastern time) on April 20, 2009, or, if
the Meeting is adjourned or postponed, by no later than 5:00 p.m. (Eastern 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 “How do I vote if I am a non-registered shareholder?” on page 5 of this Information Circular.

What’s Inside

4 Questions and Answers – Voting and Proxies

7 Business of the Meeting
7 Financial Statements
7 Election of Directors
7 Appointment of Auditors

8 Nominees for Election to the Board
8 Description of Nominees
12 Board of Directors Compensation
16 Board and Committee Attendance
17 Additional Disclosure Relating to Directors

18 Statement of Corporate Governance Practices
18 General
18 Code of Business Conduct
19 Independence of Directors
19 Independent Chairman of the Board
19 Position Descriptions
20 Election of Directors
20 Committees of the Board
21 Board and Committee Meetings
22 Board Performance Assessment
22 Director Selection
24 Director Orientation and Continuing Education
24 Audit Committee Disclosure

29 Statement of Executive Compensation
29 Human Resources and Compensation Committee
31 Compensation Discussion and Analysis
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40 Summary Compensation Table
41 Incentive Plan Awards
45 Employment Contracts/ Arrangements
46 Pension Plan Benefits
50 Termination and Change of Control Benefits
52 Currency Exchange Information

53 Other Information
53 Securities Authorized for Issuance Under Equity Compensation Plans
53 Indebtedness of Directors and Executive Officers
53 Interest of Informed Persons and Others in Material Transactions
53 Directors’ and Officers’ Insurance
53 Shareholder Proposals
53 Availability of Documents
53 Approval

54 SCHEDULE "A" – Mandate of the Board
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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 9, 2009 (the “record 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 27, 2009, the Company had outstanding 468,280,344 common shares without
par value. Subject to the voting restrictions described below, each common share carries the right to one vote.

What will I be voting on?

Shareholders will be voting (i) to elect directors of the Company, and (ii) to appoint KPMG LLP as auditors of the
Company. Our board of directors and our management are recommending that shareholders vote FOR items (i) and
(ii).

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?

Management of the Company is soliciting your 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$30,000 plus additional costs relating to out-of-pocket expenses.

Who can I 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’s proxy solicitation agent, toll-free
at 1-866-851-3217.

How can I 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 M5J 2Y1, by telephone at 1-800-564-6253, by fax at 1-888-453-0330 or by
email at service@computershare.com.

How do I 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 “How do I vote if I am a non-registered shareholder?”.

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

11



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 I 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 currently
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.

• How can I 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’s 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.

CN MANAGEMENT INFORMATION CIRCULAR  4
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• 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. (Eastern
time) on April 20, 2009, or if the Meeting is adjourned or postponed, by no later than 5:00 p.m. (Eastern time)
on the business day prior to the day fixed for the adjourned or postponed meeting.

• How will my common shares be voted if I 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 the Board
chair or the President and Chief Executive Officer will be voted FOR the election of management’s nominees as
directors and FOR the appointment of KPMG LLP as auditors and 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.

• If I change my mind, how can I 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 Gauchetière Street
West, Montréal, Québec, Canada, H3B 2M9) at any time up to and including 5:00 p.m. (Eastern 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 at the registration table. 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 I am a non-registered shareholder?

If your common shares are not registered in your name and are held in the name of a nominee such as a trustee,
financial institution or securities broker, you are a “non-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 an agent of that
broker. Without specific instructions, Canadian brokers and their agents or nominees are prohibited from voting shares
for the broker’s 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
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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.

CN MANAGEMENT INFORMATION CIRCULAR  5
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How do I vote if I 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 “Plans”), are known as “Employee Shares”.
Employee Shares remain registered in the name of the Plans’ custodian (the “custodian”), unless the employees have
withdrawn their common shares from the Plans in accordance with their provisions.

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’s recommendations mentioned above and at the discretion of the custodian or such other person indicated,
in respect of amendments to the items mentioned on the enclosed voting instruction form 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’s 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. (Eastern 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 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  6
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BUSINESS OF THE MEETING

Financial Statements
Our consolidated financial statements for the year ended December 31, 2008, together with the auditors’ reports
thereon, are included in the 2008 Annual Report of the Company, available on our website at www.cn.ca, on SEDAR
at www.sedar.com, on EDGAR at www.sec.gov and in print, free of charge, to any shareholder who requests copies
by contacting our Corporate Secretary.

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, 11 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 “Nominees for Election to the Board – Description of Nominees” will be presented for election at the
Meeting as management’s nominees. 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.

CN MANAGEMENT INFORMATION CIRCULAR  7
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NOMINEES FOR
ELECTION TO THE BOARD

Description of Nominees

The following tables set out information as of February 27, 2009, unless otherwise indicated, regarding the nominees
for election as directors. Among the directors elected last year, Mr. J.V. Raymond Cyr retired from the Board on
January 4, 2009 and Messrs. James K. Gray and Robert H. Lee will retire from the Board on the date of the Meeting
and will not be nominated for reelection, as they will have reached the retirement age adopted by the Company. Please
see the section entitled “Statement of Corporate Governance Practices – Director Selection – Retirement from the Board”
for a description of such policy. All nominees are current directors of the Company.

MICHAEL R. ARMELLINO,
CFA
Age: 69(1)
Fort Lee, New Jersey, U.S.A.
Director Since: May 7, 1996
Independent

Mr. Armellino, a chartered financial analyst, 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 senior
transportation analyst and Partner in Charge of Research.

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board   80%COMMON SHARES OWNED
OPTIONS
HELD(4)

Strategic Planning Committee
(Chair) 100%

OR
CONTROLLED(3)

Audit Committee 100%
Finance Committee 100%February 2009 106,650 February 2009Nil
Investment Committee of CN’s
Pension Trust Funds(2) 100%February 2008 102,150 February 2008Nil

A. CHARLES BAILLIE, O.C.,
LL.D.
Age: 69(1)
Toronto, Ontario, Canada
Director Since: April 15, 2003
Independent

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 chair of the board of directors of Alberta
Investment Management Corporation (AIMCo) and is also a
director of George Weston Limited and Telus Corporation.

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board 100%COMMON SHARES OWNED
OPTIONS
HELD(4)

Finance Committee (Chair) 100%
OR
CONTROLLED(3)

Audit Committee   83%
Human Resources and
Compensation Committee 100%February 2009 133,776(5) February 2009N/A
Strategic Planning Committee 100%February 2008 127,344(6) February 2008N/A
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HUGH J. BOLTON, FCA
Age: 70(1)
Edmonton, Alberta, Canada
Director Since: April 15, 2003
Independent

Mr. Bolton is the chair of the board of directors of EPCOR
Utilities Inc. (energy and energy-related services provider), and
the chairman of the board of directors of Matrikon Inc. (supplier
of industrial IT solutions). Mr. Bolton is also a director of Teck
Cominco Limited, The Toronto-Dominion Bank and WestJet
Airlines Ltd. From 1992 to 1998, 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
OPTIONS
HELD(4)

Audit Committee 100%
OR
CONTROLLED(3)

Corporate Governance and
Nominating Committee 100%
Human Resources and
Compensation Committee 100%February 2009 37,346(5) February 2009N/A
Strategic Planning Committee 100%February 2008 32,270(6) February 2008N/A

AMBASSADOR GORDON D.
GIFFIN
Age: 59(1)
Atlanta, Georgia, U.S.A.
Director Since: May 1, 2001
Independent

Mr. Giffin is Senior Partner, McKenna Long & Aldridge (law
firm) and he was United States Ambassador to Canada from
August 1997 to April 2001. Mr. Giffin is also a director of
Canadian Imperial Bank of Commerce, Canadian Natural
Resources Limited, TransAlta Corporation and Ontario Energy
Savings Corp.

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board 100%COMMON SHARES OWNED
OPTIONS
HELD(4)

Environment, Safety and Security
Committee 100%

OR
CONTROLLED(3)

Finance Committee 100%
Human Resources and
Compensation Committee 100%February 2009 37,412(5) February 200927,000
Strategic Planning Committee 100%February 2008 32,656(6) February 200827,000

E. HUNTER HARRISON
Age: 64(1)
Wellington, Florida, U.S.A.
Director Since: December 7, 1999
Not Independent

Mr. Harrison has been President and Chief Executive Officer of
the Company since January 1, 2003. He has served as Executive
Vice-President and Chief Operating Officer of the Company
from March 1998 to December 2002. Prior to joining CN, Mr.
Harrison had been a director and President and Chief Executive
Officer of the Illinois Central Corporation and the Illinois
Central Railroad Company from 1993 to 1998.

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board 100%COMMON SHARES OWNED
OPTIONS
HELD(4)
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Strategic Planning Committee 100%
OR
CONTROLLED(3)

February 2009 313,329 February 2009 3,595,000
February 2008 308,993 February 2008 3,505,000
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EDITH E. HOLIDAY
Age: 57(1)
Washington, District of Columbia,
U.S.A.
Director Since: June 1, 2001
Independent

Mrs. Holiday is a Corporate Director and Trustee and a former
General Counsel, United States Treasury Department and
Secretary of the Cabinet, The White House. Mrs. Holiday is a
director of H.J. Heinz Company, Hess Corporation, RTI
International Metals, Inc. and White Mountains Insurance
Group, 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
OPTIONS
HELD(4)

Corporate Governance and
Nominating Committee 100%

OR
CONTROLLED(3)

Environment, Safety and Security
Committee 100%
Human Resources and
Compensation Committee 100%February 2009 35,717(5) February 200927,000
Investment Committee of CN’s
Pension Trust Funds(2) 100%February 2008 31,200(6) February 200827,000
Strategic Planning Committee 100%

V. MAUREEN KEMPSTON
DARKES,
O.C., D. COMM., LL.D.
Age: 60(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 Brookfield Asset Management Inc.

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board 100%COMMON SHARES OWNED
OPTIONS
HELD(4)

Environment, Safety and Security
Committee (Chair) 100%

OR
CONTROLLED(3)

Finance Committee 100%
Investment Committee of CN’s
Pension Trust Funds(2) 100%February 2009 64,577(5) February 200940,000
Strategic Planning Committee 100%February 2008 59,631(6) February 200840,000

THE HON. DENIS LOSIER, P.C.,
LL.D.
Age: 56(1)
Moncton, New Brunswick, Canada
Director Since: October 25, 1994
Independent

Mr. Losier is President and Chief Executive Officer, Assumption
Life (life insurance company). Between 1989 and 1994, Mr.
Losier held various cabinet level positions with the government
of the Province of New Brunswick. He is also a director of NAV
CANADA and Plazacorp Retail Properties Ltd. and has recently
been named as a member of the Security Intelligence Review
Committee (Canadian Government) and as such, became a
member of the Privy Council.
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MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board 100%COMMON SHARES OWNED
OPTIONS
HELD(4)

Audit Committee (Chair) 100%
OR
CONTROLLED(3)

Corporate Governance and
Nominating Committee 100%
Investment Committee of CN’s
Pension Trust Funds(2) 100%February 2009 87,441(5) February 200939,000
Strategic Planning Committee 100%February 2008 81,378(6) February 200851,000
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THE HON. EDWARD C.
LUMLEY,
P.C., LL.D.
Age: 69(1)
South Lancaster, Ontario, Canada
Director Since: July 4, 1996
Independent

Mr. Lumley is Vice-Chairman, BMO Capital Markets
(investment bank). From 1986 to 1991, he served as chair of
Noranda Manufacturing Group Inc. Mr. Lumley was a Member
of Parliament from 1974 to 1984, during which time he held
various cabinet portfolios in the Government of Canada. Mr.
Lumley is also a director of BCE, Bell Canada and
Dollar-Thrifty Automotive Group, Inc.

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board 100%COMMON SHARES OWNED
OPTIONS
HELD(4)

Investment Committee of CN’s
Pension Trust Funds (Chair)(2) 100%

OR
CONTROLLED(3)

Environment, Safety and Security
Committee 100%
Finance Committee 100%February 2009 87,431(5) February 2009      Nil
Human Resources and
Compensation Committee 100%February 2008 80,985(6) February 200851,000
Strategic Planning Committee 100%

DAVID G.A. McLEAN, O.B.C.,
LL.D.
Age: 70(1)
Vancouver, British Columbia,
Canada
Director Since: August 31, 1994
Independent

Mr. McLean is board chair of the Company and chair and Chief
Executive Officer, The McLean Group (real estate investment,
film and television facilities, communications and aircraft
charters).

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board (Chair) 100%COMMON SHARES OWNED
OPTIONS
HELD(4)

Corporate Governance and
Nominating Committee (Chair) 100%

OR
CONTROLLED(3)

Environment, Safety and Security
Committee 100%
Human Resources and
Compensation Committee 100%February 2009 177,989(5) February 2009Nil
Investment Committee of CN’s
Pension Trust Funds(2) 100%February 2008 164,885(6) February 2008Nil
Strategic Planning Committee 100%

CN MANAGEMENT INFORMATION CIRCULAR  11

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

23



ROBERT PACE
Age: 54(1)
Halifax, Nova Scotia, Canada
Director Since: October 25, 1994
Independent

Mr. Pace is President and Chief Executive Officer, The Pace
Group (private holding company). Mr. Pace is also a director of
High Liner Foods Incorporated and Hydro One and board chair
of Overland Realty Limited.

MEMBER OF ATTENDANCE SECURITIES AND OPTIONS HELD

Board (Chair) 100%COMMON SHARES OWNED
OPTIONS
HELD(4)

Human Resources and
Compensation Committee (Chair) 100%

OR
CONTROLLED(3)

Audit Committee 100%
Corporate Governance and
Nominating Committee 100%February 2009 94,975(5) February 200951,000
Investment Committee of CN’s
Pension Trust Funds(2) 100%February 2008 88,500(6) February 200851,000
Strategic Planning Committee 100%

(1)  The age of the directors is provided as at the date of the Meeting (i.e., on April 21, 2009).
(2)  The Investment Committee of CN’s 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 the options granted under the Management Long-Term Incentive
Plan. Mr. Baillie and Mr. Bolton were not members of the Board when options were granted. No options were
granted to non-executive directors since 2002. 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: 39,176; Hugh J. Bolton:
34,846; Ambassador Gordon D. Giffin: 14,637; Edith E. Holiday: 4,517; V. Maureen Kempston Darkes: 23,577;
The Hon. Denis Losier: 33,569; The Hon. Edward C. Lumley: 34,631; David G.A. McLean: 70,079; and Robert
Pace: 36,101. 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.

(6)  Includes Directors Restricted Share Units in the following amounts: A. Charles Baillie: 32,744; Hugh J. Bolton:
29,770; Ambassador Gordon D. Giffin: 13,481; Edith E. Holiday: 2,250; Maureen Kempston Darkes: 23,131;
The Hon. Denis Losier: 28,518; The Hon. Edward C. Lumley: 28,185; David G.A. McLean: 56,975; and Robert
Pace: 29,626. 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.

Board of Directors Compensation

The directors of the Company play a central role in enhancing shareholder value. As indicated under “Nominees for
Election to the Board – Board of Directors Compensation – Share Ownership” on page 14, the directors have a substantial
investment in the Company. In addition, approximately 75% of the total annual remuneration of the non-executive
directors for 2008 was in the form of common shares or Directors Restricted Share Units (“DRSUs”). Subject to the
Minimum Shareholding Requirement as defined on page 14 of the Information Circular, 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
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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’s 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 2008, it was determined that each director be compensated as
indicated in the table below:

TYPE OF FEE
AMOUNT AND NUMBER    

OF SHARES    

Board Chair Retainer(1)
US$120,000(2) and 12,000

Shares(2)

Director Retainer(3)
US$15,000(2) 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$1,500   

Committee Meeting Attendance
Fee US$1,500   

Travel Attendance Fee US$1,500   

(1)  The Board chair receives no additional Director Retainer nor Committee Chair or Committee 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 does 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 receive, as members of a committee, a retainer of

US$3,500.

CN MANAGEMENT INFORMATION CIRCULAR  12
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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, 2008.

FEES EARNED (IN CASH)(1)

NAME OF
DIRECTOR

DIRECTOR AND
BOARD CHAIR

CASH RETAINER
(CAD$)

COMMITTEE
CHAIR CASH

RETAINER
(CAD$)

COMMITTEE
MEMBER CASH

RETAINER
(CAD$)

BOARD AND
COMMITTEE

ATTENDANCE
AND TRAVEL

FEES(2)
(CAD$)

SHARE-BASED
AWARDS

(1,3,4)
(CAD$)

ALL OTHER     
COMPENSATION     

(CAD$)     
TOTAL
(CAD$)

PERCENTAGE OF
TOTAL FEES

RECEIVED
IN COMMON

SHARES AND/OR
DRSUs(7)

Michael
R.Armellino 15,990 15,990 14,924 51,168 217,890 3,198(5)   319,160 68%

A. Charles
Baillie - - 14,924 54,366 248,073 -      317,363 78%

Hugh J. Bolton 15,990 - 14,924 57,564 217,890 1,599(5)   307,967 71%

J.V. Raymond
Cyr 15,990 15,990 14,924 46,371 217,890 4,797(5)   315,962 69%

Ambassador
Gordon D.
Giffin 15,990 - 14,924 54,366 217,890 4,797(5)   307,967 71%

James K. Gray - - - 60,762 250,588 3,198(5)   314,548 80%

Edith E.
Holiday 15,990 - 18,655 62,361 217,890 3,198(5)   318,094 68%

V. Maureen
Kempston
Darkes 15,990 - 14,924 49,569 217,890 4,797(5)   303,170 72%

Robert H. Lee 15,990 - 14,924 54,366 217,890 1,599(5)   304,769 71%

The Hon. Denis
Losier 15,990 15,990 14,924 57,564 217,890 1,599(5)   323,957 67%

The Hon.
Edward C.
Lumley - - - 62,361 265,680 3,198(5)   331,239 80%

David G.A.
McLean 63,960 - - 63,960 641,406 12,731(5,6) 782,057 82%

Robert Pace - - - 67,158 265,680 - 332,838 80%

TOTAL 191,880 47,970 138,047 741,936 3,414,547 44,711 4,579,091 75%

(1)  All directors earned compensation in U.S. currency. Compensation received in cash was converted to Canadian
dollars using the average rate of exchange of the Bank of Canada for 2008 (1.066), and compensation received in
common shares or DRSUs was converted to Canadian dollars using the closing rate of exchange of the Bank of
Canada (1.0061) on the first day opened for trading following the date on which the Board of Directors approved
Directors’ Compensation (January 24, 2008).

(2)  Includes travel fees which amounted to a total of CAD$140,712, in aggregate, for all directors.
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(3)  Includes 4,500 common shares or DRSUs received by each non-executive director as part of the Director
Retainer (and 12,000 common shares or DRSUs received by the Board Chair as part of the Board Chair
Retainer). The value of such grant was calculated as at January 24, 2008 using the average closing price on such
date on the New York and Toronto stock exchanges (CAD$48.42).

(4)  In addition to the common shares or DRSUs received by the directors and the Board chair as described in note (3)
above, 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: A. Charles Baillie, James K. Gray, The Hon. Edward C.
Lumley, David G.A. McLean and Robert Pace. The value of such election is reflected in this column and was
calculated as at January 24, 2008 using the average closing price on such date on the New York and Toronto
stock exchanges (CAD$48.42).

(5)  Such values represent committee attendance fees received in cash for attendance to meetings of board committees
of which they were not members. In addition, Mr. McLean received US$6,000 for his participation in meetings of
the Company’s Donations Committee. Such values were converted to Canadian dollars using the average rate of
exchange of the Bank of Canada for 2008 (1.066).

(6)  Includes the value for 2008 of insurance premiums for life, accidental death and dismemberment insurance as
well as 2008 medical and dental coverage for Mr. McLean in Canada and the U.S. The total cost to the Company
for such benefits is equal to CAD$3,136.

(7)  This percentage is calculated by dividing the value provided under the share-based awards column by the value
provided under the total column.
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Outstanding Option-based Awards and Share-based Awards

The table below reflects all awards outstanding as at December 31, 2008 with respect to non-executive directors.

  OPTION-BASED AWARDS(1) SHARE-BASED AWARDS(3)

NAME OF
DIRECTOR

   DATE OF
GRANT AND
NUMBER
OF SECURITIES
UNDERLYING
UNEXERCISED
OPTIONS
(#)

OPTION
EXERCISE

PRICE
(CAD$)

OPTION
EXPIRATION

DATE

VALUE OF
UNEXERCISED

IN-THE-MONEY
OPTIONS(2)

(CAD$)

NUMBER
OF SHARES

OR UNITS
OF

SHARES
THAT
HAVE

NOT
VESTED

(#)

MARKET OR
PAYOUT

VALUE OF
SHARE-BASED

AWARDS
THAT

HAVE NOT
VESTED(4)

(CAD$)

Michael R.
Armellino - - - - - - -

A. Charles
Baillie - - - - - 33,196 1,486,517

Hugh J.
Bolton - - - - - 30,181 1,351,505

J.V.
Raymond
Cyr 04/26/1999 12,000 14.76 04/26/2009 360,300 27,595 1,235,704

01/25/2000 12,000 11.67 01/25/2010 397,320

01/26/2001 15,000 16.67 01/26/2011 421,600

01/25/2002 12,000 25.59 01/25/2012 230,280

Ambassador 05/01/2001 15,000 19.83 05/01/2011 374,200 13,663 611,829

Gordon D.
Giffin 01/25/2002 12,000 25.59 01/25/2012 230,280

James K.
Gray - - - - - 5,850 261,963

Edith E.
Holiday 06/01/2001 15,000 20.73 06/01/2011 360,700 2,267 101,516

01/25/2002 12,000 25.59 01/25/2012 230,280

V. Maureen 04/26/1999 1,000 14.76 04/26/2009 30,025 23,449 1,050,046

Kempston
Darkes 01/25/2000 12,000 11.67 01/25/2010 397,320

01/26/2001 15,000 16.67 01/26/2011 421,600

01/25/2002 12,000 25.59 01/25/2012 230,280

Robert H.
Lee - - - - - - -

The Hon. 01/25/2000 12,000 11.67 01/25/2010 397,320 28,911 1,294,635
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Denis Losier 01/26/2001 15,000 16.67 01/26/2011 421,600

01/25/2002 12,000 25.59 01/25/2012 230,280

The Hon.

Edward C.
Lumley - - - - - 28,573 1,279,499

David G.A.
McLean - - - - - 57,761 2,586,538

Robert Pace 04/26/1999 12,000 14.76 04/26/2009 360,300 30,034 1,344,923

01/25/2000 12,000 11.67 01/25/2010 397,320

01/26/2001 15,000 16.67 01/26/2011 421,600

01/25/2002 12,000 25.59 01/25/2012 230,280

(1)  Shows information regarding options held by non-executive directors under the Management Long-Term
Incentive Plan as of December 31, 2008. 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 non-executive directors. While they remain participants in the Plan for previous
grants, the last time non-executive directors received options was in 2002. Mr. Baillie, Mr. Bolton and Mr. Lee
were not members of the Board when options were granted under the Management Long-Term Incentive Plan.

(2)  The 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, 2008 on the New York and Toronto stock exchanges
(CAD$44.78) and the exercise price, using the December 31, 2008 closing exchange rate (1.2180).

(3)  Shows information regarding Directors Restricted Share Units held by non-executive directors as of December
31, 2008. 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. Pursuant to the terms of the Directors Restricted
Share Units, directors or their estates can only access their DRSUs upon retirement, resignation or death.

(4)  The value of outstanding DRSUs is based on the average closing price of the common shares on December 31,
2008 on the New York and Toronto stock exchanges (CAD$44.78), using the December 31, 2008 closing
exchange rate (1.2180).

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 equivalents 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 annual Director 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 “Minimum 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.

CN MANAGEMENT INFORMATION CIRCULAR  14
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Each director is required to receive at least fifty percent (50%) of his or her annual Director, 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
CAD$3,284,836 (based on the February 27, 2009, average closing price of the common shares of the Company on the
Toronto and New York stock exchanges of CAD$41.00).

The following table provides information on the value of common shares and DRSUs owned by the Company’s current
directors, the value at risk as a multiple of each director’s annual retainer and the amount needed to meet the Minimum
Shareholding Requirement.

DIRECTOR YEAR(1)

NUMBER OF
COMMON

SHARES
OWNED,

CONTROLLED
OR DIRECTED

NUMBER
OF

DRSUs
HELD

TOTAL
NUMBER

OF COMMON
SHARES
OWNED,

CONTROLLED
OR

DIRECTED
AND DRSUs

GUIDELINE
MET (✓) OR

INVESTMENT
REQUIRED TO

MEET
GUIDELINE

(CAD$)

TOTAL
VALUE

OF
COMMON

SHARES
AND

DRSUs
(VALUE

AT
RISK)(2)
(CAD$)

VALUE AT
RISK

AS
MULTIPLE

OF
ANNUAL

RETAINER

Michael R.
Armellino 2009 106,650 - 106,650

2008 102,150 - 102,150 ✓ 4,372,980 21

Net
change 4,500 - 4,500

A. Charles
Baillie 2009 94,600 39,176 133,776

2008 94,600 32,744 127,344 ✓ 5,485,230 27

Net
change - 6,432 6,432

Hugh J.
Bolton 2009 2,500 34,846 37,346

2008 2,500 29,770 32,270 ✓ 1,531,301 8

Net
change - 5,076 5,076

Ambassador 2009 22,775 14,637 37,412

Gordon D.
Giffin 2008 19,175 13,481 32,656 ✓ 1,534,008 8

Net
change 3,600 1,156 4,756

2009 61,798 5,881 67,679
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James K.
Gray

2008 57,298 5,774 63,072 ✓ 2,775,048 14

Net
change 4,500 107 4,607

E. Hunter
Harrison 2009 313,329 - 313,329

2008 308,993 - 308,993 ✓ 12,847,449 N/A

Net
change 4,336 - 4,336

Edith E.
Holiday 2009 31,200 4,517 35,717

2008 28,950 2,250 31,200 ✓ 1,464,507 7

Net
change 2,250 2,267 4,517

V. Maureen 2009 41,000 23,577 64,577

Kempston
Darkes 2008 36,500 23,131 59,631 ✓ 2,647,857 13

Net
change 4,500 446 4,946

Robert H.
Lee 2009 33,500 - 33,500

2008 29,000 - 29,000 ✓ 1,373,604 7

Net
change 4,500 - 4,500

The Hon.
Denis
Losier 2009 53,872 33,569 87,441

2008 52,860 28,518 81,378 ✓ 3,585,351 18

Net
change 1,012 5,051 6,063

The Hon. 2009 52,800 34,631 87,431

Edward C.
Lumley 2008 52,800 28,185 80,985 ✓ 3,584,941 18

Net
change - 6,446 6,446

David G.A.
McLean 2009 107,910 70,079 177,989

2008 107,910 56,975 164,885 ✓ 7,298,099 11

Net
change - 13,104 13,104

Robert Pace 2009 58,874 36,101 94,975
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2008 58,874 29,626 88,500 ✓ 3,894,269 19

Net
change - 6,475 6,475

(1) The number of common shares and DRSUs held by each director for 2009 is as at February 27, 2009 and for 2008
is as at February 29, 2008.

(2) The total value is based on the February 27, 2009 average closing price of the common shares on the Toronto and
New York stock exchanges (CAD$41.00).
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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, 2008.

NUMBER AND % OF MEETINGS ATTENDED

DIRECTOR(1) BOARD
AUDIT

COMMITTEE

CORPORATE
GOVERNANCE

AND
NOMINATING

COMMITTEE

ENVI-
RONMENT,

SAFETY
AND

SECURITY
COMMITTEE

FINANCE
COMMITTEE

HUMAN
RESOURCES

AND COM-
PENSATION

COMMITTEE

INVESTMENT
COMMITTEE

OF CN’S
PENSION

TRUST
FUNDS

STRATEGIC
PLANNING

COMMITTEE
COMMITTEES

(TOTAL)
OVERALL

ATTENDANCE

Michael R.
Armellino 8/10 6/6 - - 4/4 - 5/5 3/3 18/18 26/28 

(80%) (Chair) (100%) (93%)

A. Charles
Baillie 10/10 5/6 - - 4/4 5/5 - 3/3 17/18 27/28 

(100%) (Chair) (94%) (96%)

Hugh J. Bolton 10/10 6/6 5/5 - - 5/5 - 3/3 19/19 29/29 

(100%) (100%) (100%)

J.V. Raymond
Cyr(2) 10/10 - 5/5 4/4 - - 5/5 3/3 17/17 27/27 

(100%) (Chair) (100%) (100%)

Ambassador 10/10 - - 4/4 4/4 5/5 - 3/3 16/16 26/26 

Gordon D.
Giffin (100%) (100%) (100%)

James K.
Gray(3) 10/10 - 4/5 3/4 - 5/5 5/5 3/3 20/22 30/32 

(100%) (91%) (94%)

E. Hunter
Harrison 10/10 - - - - - - 3/3 3/3 13/13 

(100%) (100%) (100%)

Edith E.
Holiday 10/10 - 5/5 4/4 - 5/5 5/5 3/3 22/22 32/32 

(100%) (100%) (100%)

V. Maureen 10/10 - - 4/4 4/4 - 5/5 3/3 16/16 26/26 

Kempston
Darkes (100%) (100%) (100%)

Robert H.
Lee(3) 10/10 5/6 - - 4/4 - 5/5 3/3 17/18 27/28 

(100%) (94%) (96%)

10/10 6/6 5/5 - - - 5/5 3/3 19/19 29/29 
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The Hon.
Denis Losier

(100%) (Chair) (100%) (100%)

The Hon. 10/10 - - 4/4 4/4 5/5 5/5 3/3 21/21 31/31 

Edward C.
Lumley (100%) (Chair) (100%) (100%)

David G.A.
McLean 10/10 - 5/5 4/4 - 5/5 5/5 3/3 22/22 32/32 

(100%) (Chair) (100%) (100%)

(Chair)

Robert Pace 10/10 6/6 5/5 - - 5/5 5/5 3/3 24/24 34/34 

(100%) (Chair) (100%) (100%)

(1)All Board members, other than the members of such following committees, attended on a non-voting basis the
Human Resources and Compensation Committee meeting held in January 2008 and the Audit Committee meetings
held in April 2008 and July 2008. In addition, Hugh J. Bolton and Ambassador Gordon D. Giffin attended on a
non-voting basis the Investment Committee meeting held in September 2008 and Michael R. Armellino attended
on a non-voting basis the Human Resources and Compensation Committee meeting held in December 2008.

(2)J.V. Raymond Cyr retired from the Board on January 4, 2009. Upon his retirement, V. Maureen Kempston Darkes
was appointed Chair of the Environment, Safety and Security Committee.

(3) James K. Gray and Robert H. Lee will retire from the Board on the date of the Meeting.

BOARD AND BOARD
COMMITTEE MEETINGS

NUMBER OF
MEETINGS HELD

Board 10

Audit Committee 6

Corporate Governance and
Nominating Committee 5

Environment, Safety and Security
Committee 4

Finance Committee 4

Human Resources and
Compensation Committee 5

Investment Committee of CN’s
Pension Trust Funds 5

Strategic Planning Committee 3

CN MANAGEMENT INFORMATION CIRCULAR  16

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

34



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, was 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’s European, South
American, Asian-Pacific, Canadian and Mexican subsidiaries are not included in the Chapter 11 filing. Dana
Corporation successfully emerged from Chapter 11 reorganization in February 2008. Mr. Baillie is no longer a
director of Dana Corporation; and  

(ii)Mr. Lumley, a director of the Company, was a director of Air Canada when it voluntarily filed for protection under
the Companies’ Creditors Arrangement Act (“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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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 March 3, 2009. Our Corporate
Governance Manual is available on our website at www.cn.ca/governance. 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.

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 (the “CSA”) and applicable provisions of the U.S. Sarbanes-Oxley Act of 2002 (the
“Sarbanes-Oxley Act”) and related rules of the U.S. Securities and Exchange Commission (“SEC”). We are exempted
from complying with many of the NYSE corporate governance rules, provided that we comply with Canadian
governance requirements. Except as summarized on our website at www.cn.ca/governance, our governance practices,
however, comply with the NYSE corporate governance rules in all significant respects.

The CSA adopted, in June 2005, National Instrument 58-101 - Disclosure of Corporate Governance Practices (the
“Disclosure Instrument”) and National Policy 58-201 – Corporate Governance Guidelines (the “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 own governance practices. The Company
believes that its corporate governance practices meet and exceed the requirements of the Disclosure Instrument and
the Governance Policy. The text and footnotes set forth hereunder refer to the items of the Disclosure Instrument as
well as to the guidelines of the Governance Policy, where applicable. The Company also refers, where appropriate, to
the NYSE Corporate Governance Standards (the “NYSE Standards”).

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 “A” to this Information Circular.(1) The Board of Directors has approved
the disclosure of the Company’s governance practices described below, on the recommendation of the Corporate
Governance and Nominating Committee.

Code of Business Conduct(2)
This year, the Board of Directors has reviewed and updated its Code of Business Conduct to ensure that it is consistent
with current industry trends and standards; clearly communicates CN’s organizational mission, values, and principles;
and most importantly, serves as a ready reference guide for any employees to support everyday decision making. 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. No waiver has ever been granted to
a director or executive officer in connection therewith. The Code is available on our website at www.cn.ca/governance
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.

THE CODE
OF
BUSINESS
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CONDUCT
WAS
REVIEWED
AND
UPDATED
IN 2008.

The Board, through its Corporate Governance and Nominating Committee, reviews, monitors and oversees the
disclosure relating to 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
pertaining to any conduct of a director or executive officer constituting a departure from the Code.

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.

(1) Form 58-101F1 of the Disclosure Instrument (“Form 58-101F1”), section 2; Governance Policy, section 3.4.
(2) Form 58-101F1, section 5; Governance Policy, sections 3.8 and 3.9.
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The Company believes that ethical business conduct is an important part of its success. Hence, the mandate of the
Board attached as Schedule “A” 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’s Code of Business
Conduct, the employees are also 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’s Code of Business Conduct is CN’s
Ombudsman, who 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.

The Board of Directors also adopted procedures allowing interested parties (i) to submit accounting and auditing
complaints or concerns to us and (ii) to communicate directly with the Chairman, who presides over all
non-management director sessions. These procedures are described on our website at www.cn.ca/governance. The
Code of Business Conduct provides that concerns of employees regarding any potential or real wrongdoing in terms of
accounting or auditing matters may be submitted confidentially through CN’s Hot Line.

Independence of Directors(1)
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 independent
director, the Board of Directors applies the standards developed by the Canadian securities regulatory authorities and
the NYSE and the additional standards adopted by the Board. These standards are set out in CN’s Corporate
Governance Manual which is available on our website at www.cn.ca/governance.

9 OF THE 11
NOMINEES FOR
ELECTION TO
THE BOARD OF
DIRECTORS
ARE
INDEPENDENT.

As shown in the following table, of the 13 current directors, 11 are independent, and 9 of the 11 nominees for election
to the Board of Directors are independent:

INDEPENDENCE STATUS

NAME INDEPENDENT
NOT
INDEPENDENT

REASON
FOR NON-
INDEPENDENCE
STATUS

Michael R.
Armellino ✓

A. Charles
Baillie ✓

Hugh J.
Bolton ✓

Ambassador ✓
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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 ✓

The Hon.
Denis Losier ✓

The Hon.
Edward C.
Lumley

✓

David G.A.
McLean ✓

Robert Pace ✓

Independent Chairman of the Board(2)
The Company’s 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. Hence, our Corporate Governance Manual provides that the Board chair must be an independent
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 Corporate Governance Manual describes the responsibilities of the
Chairman. 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 management.

Position Descriptions(3)
Our Corporate Governance Manual includes position descriptions for the Board chair and the Board committee chairs,
as well as a position description for the President and Chief Executive Officer of the Company.

(1) Form 58-101F1, sections 1(a), (b) and (c); Governance Policy, section 3.1.
(2) Form 58-101F1, section 1(f); Governance Policy, section 3.2.
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(3) Form 58-101F1, sections 3(a) and (b); Governance Policy, section 3.5.
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Election of Directors
The Board of Directors has adopted a policy, which is 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 “withheld” than votes “for”,
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 “uncontested 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.

THE BOARD
OF
DIRECTORS
HAS
ADOPTED A
MAJORITY
VOTING
POLICY.

Committees of the Board(1)
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’s Corporate Governance Manual. The Board of Directors also established the Investment
Committee of CN’s 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’s financial reporting, monitoring risk
management, internal controls and internal and external auditors. The mandate of the Audit Committee and its 2008
main activities are further described in the section entitled “Statement of Corporate Governance Practices – Audit
Committee Disclosure” at page 25 of this Information Circular.

Finance Committee
The Finance Committee has the responsibility of overseeing the Company’s 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, may authorize 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
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Committee was created in April 2005 as a result of the division of the former Audit, Finance and Risk Committee into
two separate Committees. The responsibilities, powers and operation of the Finance Committee are further described
in the charter of such committee which is included in our Corporate Governance Manual.

Corporate Governance and Nominating Committee
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 its 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.(2) 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. 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.(3)

The charter of the Corporate Governance and Nominating Committee provides that such committee must be
composed solely of independent directors. As at March 3, 2009, all members of the Corporate Governance and
Nominating Committee are independent.(4)

(1) Form 58-101F1, section 8.
(2) Governance Policy, section 3.13.
(3) Form 58-101F1, section 6(c); Governance Policy, section 3.11.
(4)Form 58-101F1, section 6(b); Governance Policy, section 3.10. 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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The Corporate Governance and Nominating Committee annually reviews with the Board chair and makes
recommendations to the Board on the adequacy and form of compensation for non-executive directors. See the section
entitled “Nominees for Election to the Board – Board of Directors Compensation” of this Information Circular for
additional information on compensation received by directors in 2008.(1)

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 2008 main activities are further described in
the section entitled “Statement of Executive Compensation – Human Resources and Compensation Committee” at page
29 of this Information Circular and in the charter of such committee which is included in our Corporate Governance
Manual. The Human Resources and Compensation Committee must be composed solely of independent directors. As
at March 3, 2009, all members of the Human Resources and Compensation Committee are independent.(2)

Reference is also made to the subsection entitled “Statement of Executive Compensation – Human Resources and
Compensation Committee - Executive Compensation Consultants” at page 30 of this Information Circular for
disclosure in respect of executive compensation consultants.(3)

Environment, Safety and Security Committee
The Environment, Safety and Security Committee has the responsibility, amongst other things, of overseeing the
development and implementation of environmental, safety and security policies, assessing environmental, safety and
security practices, and reviewing the Company’s business plan to ascertain whether environmental, safety and security
issues are adequately taken into consideration. The responsibilities, powers and operation of the Environment, Safety
and Security Committee are further described in the charter of such committee which is included in our Corporate
Governance Manual.

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’s business plan and capital budget prior to their formal approval
by the Board of Directors. The responsibilities, powers and operation of the Strategic Planning Committee are further
described in the charter of such committee which is included in our Corporate Governance Manual.

Investment Committee of CN’s Pension Trust Funds
The Investment Committee of CN’s 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’s Pension Trust Funds and approving certain of the investments
made by CN’s Pension Trust Funds. The responsibilities, powers and operation of the Investment Committee of CN’s
Pension Trust Funds are further described in the charter of such committee which is included in our Corporate
Governance Manual.

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.
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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 and the attendance record for each director for all board and committee meetings held during the
course of 2008 are set out in the section entitled “Nominees for Election to the Board – Board and Committee
Attendance” of this Information Circular.(4)

IN CAMERA
SESSIONS ARE
HELD
BY NON-MANAGEMENT
BOARD MEMBERS
AT EVERY
IN-PERSON
MEETING OF THE
BOARD OF
DIRECTORS.

(1)  Form 58-101F1, section 7(a) and Governance Policy, section 3.17(b) (regarding directors).
(2)  Form 58-101F1, sections 7(a), (b) and (c) and Governance Policy, sections 3.15, 3.16 and 3.17 (regarding

officers). The NYSE Standards state that the CEO’s compensation should be determined by the corporation’s
compensation committee or by all independent directors of the corporation. Our Corporate Governance Manual
provides that the CEO’s compensation is determined by the Company’s independent directors only. The NYSE
Standards state that a board should appoint a compensation committee composed entirely of independent
directors and that such committee should have a written charter. The Board has adopted a written mandate for the
Human Resources and Compensation Committee pursuant to which such committee must be composed solely of
independent directors.

(3)  Form 58-101F1, section 7(d).
(4)  Form 58-101F1, section 1(g).
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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.

In Camera Meetings
The non-management Board members meet before or after every in-person meeting of the Board of Directors in in
camera sessions, without the presence of management and under the chairmanship of the Board chair. An in
camera session including only independent directors is also held at least once a year. During the financial year ended
December 31, 2008, there was one session that was attended only by independent directors.(1)

Board Performance Assessment(2)
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:

●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;

● a Board chair evaluation questionnaire; and

● committee chair evaluation questionnaires.

●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 and Corporate Governance and Nominating Committee chair evaluation
questionnaires, which are forwarded directly to each of the chairs of the Audit Committee and the Human Resources
and Compensation Committee.

● 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 and to review the self-evaluation of each director. 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 and Corporate Governance and Nominating Committee chair
evaluation questionnaires.

●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.

●The Board chair and committee chairs take into consideration the overall results and suggestions derived from the
annual Board performance assessment in order to improve the functioning and activities of the Board and Board
committees.
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THE BOARD
ASSESSMENT
PROCESS IS
CONDUCTED
ANNUALLY AND
IS COMPRISED OF
VARIOUS
ASSESSMENT
TOOLS.

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 2007, the Corporate Governance and Nominating Committee and the Board carried out an individual
director peer assessment with the assistance of an independent advisor, as it was done in 2004. In 2008, no such
assessment was deemed necessary given the fact that one was carried out in 2007 and that there had been no change 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 2007, 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.

The Board performance assessment process is further described in CN’s Corporate Governance Manual which is
available on our website at www.cn.ca/governance.

Director Selection(3)

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,

(1) Form 58-101F1, section 1(e); Governance Policy, section 3.3.
(2) Form 58-101F1, section 9; Governance Policy, section 3.18.
(3) Form 58-101F1, section 6(a); Governance Policy, sections 3.12, 3.13 and 3.14.
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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/governance. 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. The Board ensures that the skill set developed by directors, through their business
expertise and experience, meets the needs of the Board. The Board also takes into consideration the representativity,
both in terms of experience and geographical location, of each candidate to the Board. This competency matrix is
reviewed regularly by the Board chair with Board members, and is updated as may be required.

The following table identifies some of the skills and other factors considered as part of the competency matrix
developed by the Board chair and the Corporate Governance and Nominating Committee:

Number
of

current
directors

who
meet the

criteria

Sale/Marketing 11

Finance 12

Accounting 6

Legal 5

Strategy 13

Human Resources 9

Engineering/Environment 2

Knowledge of transport
industry 13

Public policy 13

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. In addition, the Board has adopted a
policy, which is included in our Corporate Governance Manual, to the effect that no more than two of the Company’s
directors should generally serve on the same outside board.

As of February 27, 2009, no members of our Board of Directors served together on the boards of other public
companies.
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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’s 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’s Board) in addition to membership on the board of the corporation at which an individual is
employed; and

●  for other candidates, the Board will prefer individuals who hold no more than five (5) public corporation
directorships (excluding CN’s 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
re-election for another term.

THE BOARD HAS
ADOPTED A
POLICY LIMITING
THE NUMBER
OF DIRECTORS
SERVING ON THE
SAME OUTSIDE
BOARD.

The biographies on pages 8 to 12 of this Information Circular identify the other reporting issuers of which each
nominee is a director.(1)

Evergreen List
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.

(1)     Form 58-101F1, section 1(d).
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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’s 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 Emeritus
The Board of Directors confers, from time to time, the honorary status of Director Emeritus to retiring or former
directors who have made significant contributions to the Board through long and distinguished service and
accomplishments. Currently, the lifetime emeritus status has been bestowed upon Purdy Crawford and Cedric Ritchie
and will be bestowed upon Raymond Cyr and James K. Gray as at the Meeting.

From time to time, Directors Emeritus may be invited, as guests, to attend meetings of the Board or any committee of
the Board and, if present, may participate in the discussions occurring at such meetings. Directors Emeritus shall not
be counted for the purpose of determining whether a quorum of the Board or a committee of the Board is present nor
shall they vote or receive compensation for such participation. Directors Emeritus are also invited to attend the Annual
Meeting of Shareholders and Company or Board functions and are reimbursed for reasonable travel and other
out-of-pocket expenses in connection with attendance at such events.

Board Tenure
The following chart shows the tenure of the Company’s Board as of February 27, 2009:

Please refer to the biographies on pages 8 to 12 for details regarding length of Board tenure of each nominee for
election as directors.

Director Orientation and Continuing Education(1)

Orientation
New directors are provided with a Directors’ handbook containing corporate and other information required to
familiarize themselves with the Company, its organization and operations. Our orientation programs include
presentations by the Company’s officers on the Company’s 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.

Continuing Education
The Board chair arranges for Board members to 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.

EDUCATIONAL
READING
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MATERIALS AND
PRESENTATIONS
WERE PROVIDED
TO BOARD
MEMBERS ON A
VARIETY OF
MATTERS AND
TOPICS.

In 2008, Board members were provided with educational reading materials and presentations on a variety of matters
and topics, including:

●  corporate governance;
●  executive compensation;

●  executive succession planning;
●  financial strategy, risk assessment and disclosure;

●  key accounting considerations; and
●  current Sarbanes-Oxley Act requirements.

Moreover, the directors have been provided with first-hand opportunities to visit certain sites in which CN is making
significant investments, such as the intermodal terminals in Prince George and at the Port of Prince Rupert. They have
also visited certain of CN’s main yards, as well as our Information Technology command center. During such events,
the Board had the opportunity to interact with CN officers to gain a full appreciation of such strategic projects and to
learn more about CN’s overall operations.

(1) Form 58-101F1, sections 4(a) and (b); Governance Policy, sections 3.6 and 3.7.

CN MANAGEMENT INFORMATION CIRCULAR  24

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

50



Audit Committee Disclosure
National Instrument 52-110 - Audit Committees
(“NI 52-110”) of the Canadian securities regulatory authorities requires issuers to include the charter of their 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 comply with the
requirements regarding composition and responsibilities, as summarized hereinafter, and we refer you to Schedule
“A” of our Annual Information Form available on SEDAR at www.sedar.com and on our website at
www.cn.ca/governance with regards to the charter of our Audit Committee.(1)

Composition of the Audit Committee
The Audit Committee is composed of six independent directors, namely, Denis Losier, chair of the Committee,
Michael R. Armellino, A. Charles Baillie, Hugh J. Bolton, Robert H. Lee and Robert Pace. No member of the Audit
Committee receives, other than in his or her capacity as a director or member of a Board committee, directly or
indirectly, any fee from the Company or any subsidiary of the Company, nor is an affiliated person of the Company,
or any subsidiary of the Company.(2)

THE AUDIT
COMMITTEE IS
COMPOSED OF SIX
INDEPENDENT
DIRECTORS.

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.

They include the following:

OVERSEEING FINANCIAL REPORTING
The mandate of the Audit Committee provides that the committee is responsible for reviewing, with management and
the external auditors, the annual and quarterly financial statements of the Company and accompanying information,
including the Company’s MD&A disclosure and earnings press releases, prior to their release, filing and distribution.
The mandate also provides that the committee should review the procedures in place for the review of the Company’s
disclosure of financial information extracted or derived from the Company’s financial statements and periodically
assess the adequacy of those procedures.(3)

The Audit Committee is also responsible for reviewing the financial information contained in the annual information
form and other reports or documents, financial or otherwise, requiring Board approval.

Furthermore, the Audit Committee is in charge of reviewing the results of the external audit, any significant problems
encountered in performing the audit, and management’s response and/or action plan related to any Management Letter
issued by the external auditors and any significant recommendations contained therein.

MONITORING RISK MANAGEMENT AND INTERNAL CONTROLS
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The Audit Committee is responsible for receiving periodically management’s report assessing the adequacy and
effectiveness of CN’s disclosure controls and procedures and systems of internal control. The mandate of the Audit
Committee also provides that the committee must review CN’s risk assessment and risk management policies.

The Audit Committee is also responsible for assisting the Board with the oversight of CN’s compliance with applicable
legal and regulatory requirements.

In addition, the mandate of the Audit Committee provides that the committee must establish procedures for the
receipt, retention and treatment of complaints received by the Company regarding accounting, internal accounting
controls or auditing matters or employee concerns regarding accounting or auditing matters, while insuring
confidentiality and anonymity. CN has adopted such procedures. Please refer to the Corporate Governance section of
our website at www.cn.ca/governance for more details on these procedures.(4)

MONITORING INTERNAL AUDITORS
The Audit Committee is responsible for ensuring that the chief internal auditor reports directly to the Audit
Committee, and for regularly monitoring the internal audit function’s performance, its responsibilities, staffing, budget
and the compensation of its members. It further annually reviews the internal audit plan and ensures that the internal
auditors are accountable to the Audit Committee.

MONITORING EXTERNAL AUDITORS
The mandate of the Audit Committee states that the committee is responsible for recommending the retention and, if
appropriate, the removal of external auditors, evaluating and remunerating them, and monitoring their qualifications,
performance and independence.(5)

(1)  NI 52-110, section 2.3, subsection 1.
(2)  NI 52-110, section 3.1, subsections (1), (2) and (3). The NYSE Standards and the applicable rules of the SEC

require that in order to be considered independent, a member of the Audit Committee should not, other than in his
or her capacity as a director or member of a board committee and in other limited circumstances, accept directly
or indirectly any consulting, advisory or other compensatory fee from the Company or any subsidiary of the
Company nor be an affiliated person of the Company or any subsidiary of the Company. All members of the
Audit Committee are independent pursuant to such definition.

(3)  NI 52-110, section 2.3, subsections 5 and 6.
(4)  NI 52-110, section 2.3, subsection 7.

(5) NI 52-110, section 2.3, subsection 2.
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The Audit Committee is also in charge of approving and overseeing the disclosure of all audit, review and attest
services provided by the external auditors, determining which non-audit services the external auditors are prohibited
from providing, and pre-approving and overseeing the disclosure of permitted non-audit services by the external
auditors.

In addition, the Audit Committee is responsible for ensuring that the external auditors are accountable to the Audit
Committee and to the Board.

The Audit Committee is responsible for overseeing the external auditors and discussing with them the quality and not
just the acceptability of the Company’s accounting principles, including any material written communications between
the Company and the external auditors (including a disagreement, if any, with management and the resolution
thereof).(1)

The Audit Committee also reviews at least annually, the formal written statement from the external auditors stating all
relationships the external auditors have with CN and confirming their independence.

The mandate of the Audit Committee also provides that the committee is responsible for reviewing hiring policies for
employees or former employees of the Company’s firm of external auditors.(2)

Furthermore, the mandate of the Audit Committee states that the Audit Committee may retain independent advisors to
help it carry out its responsibilities, including fixing such advisors’ fees and retention terms, subject to advising the
Board chair. The committee makes arrangements for the appropriate funding for payment of the external auditors and
any advisors retained by it. Pursuant to its charter, the Audit Committee also has direct communication channels with
the internal and external auditors to discuss and review specific issues as appropriate. The internal and external
auditors must meet separately with the Audit Committee, without management, twice a year, and more frequently as
required.(3)

The Audit Committee met six times in 2008 and held in camera sessions. The following table outlines the major
subject areas reviewed by the committee during the year, in compliance with its mandate.

Main Committee Activities – 2008

A. OVERSEEING FINANCIAL REPORTING

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

- 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

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

-Reviewed judgments made in connection with the preparation of the financial statements, including analyses of the
effect of alternative generally accepted accounting principles methods

B. MONITORING RISK MANAGEMENT AND INTERNAL CONTROLS

-Reviewed the Company’s risk assessment and risk management policies, including the Company’s insurance coverage
and delegation of financial authority

-Assisted the Board with the oversight of the Company’s compliance with applicable legal and regulatory requirements
-
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Received management’s report assessing the adequacy and effectiveness of the Company’s disclosure controls and
procedures and systems of internal control

C. MONITORING INTERNAL AUDITORS

- Reviewed the internal audit plan
-Monitored the internal audit function’s performance, its responsibilities, staffing, budget and the compensation of its
members

D. MONITORING EXTERNAL AUDITORS

- Reviewed the results of the external audit
- Recommended to the Board the appointment and terms of engagement of the Company’s external auditors

- Evaluated, remunerated and monitored the 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

-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

(1)     NI 52-110, section 2.3, subsection 3.
(2)     NI 52-110, section 2.3, subsection 8.
(3)     NI 52-110, section 4.1.
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Audit Committee Report Regarding Internal Control Over Financial Reporting

The Audit Committee received periodically management’s report assessing the adequacy and effectiveness of our
disclosure controls and procedures and systems of internal control in respect of the 2008 fiscal year. The Company’s
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 (“PCAOB”) in the United States (U.S.), and an independent audit of the
effectiveness of internal control over financial reporting, in accordance with the standards of the PCAOB. These
audits serve as a basis for KPMG LLP’s opinions addressing whether the consolidated financial statements fairly
present our financial position, results of 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 3526 of the PCAOB,
which supersedes Independence Standards Board Standard No. 1 (Independence Discussions with Audit Committees)
and the two related interpretations. The Committee has discussed with KPMG LLP the firm’s 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
“Ordre 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 3526 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’s audited
consolidated financial statements be filed with Canadian securities regulators and included in the Company’s annual
report on Form 40-F for the year ended December 31, 2008 filed 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. As required in the charter of the Audit Committee, all members of the Audit Committee are
“financially literate”, as such terms are defined under Canadian securities laws and regulations(1) and the NYSE
Standards, and several members of the committee meet all criteria to be designated as “audit committee financial expert”
under the rules of the SEC. The Board has made such determination based on the education and experience of each
committee member.

In determining if a director is an “audit committee financial expert”, the Board considers if the director is a person who
has: (a) an understanding of generally accepted accounting principles and financial statements; (b) the ability to assess
the general application of such accounting principles in connection with the accounting for estimates, accruals and
reserves; (c) experience preparing, auditing, analyzing or evaluating financial statements that present a breadth and
level of complexity of accounting issues that are generally comparable to the breadth and complexity of issues that
can reasonably be expected to be raised by the Company’s financial statements, or experience actively supervising one
or more persons engaged in such activities; (d) an understanding of internal controls and procedures for financial
reporting; and (e) an understanding of audit committee functions.
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ALL
MEMBERS OF
THE AUDIT
COMMITTEE
ARE
CONSIDERED
TO BE
“FINANCIALLY
LITERATE”.

The following is a description of the education and experience of each member of the Audit Committee as of the date
of this Information Circular that is relevant to the performance of his responsibilities as a member of the committee:

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 and member of the audit
committee of Plazacorp Retail Properties Ltd., and he is also a director of Enbridge Gas New Brunswick Limited
Partnership and NAV CANADA. Mr. Losier holds a Masters of Economics from the University of Western Ontario.

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.

(1)   NI 52-110, section 3.1, subsection 4.  
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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 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 Chairman of the board of directors of EPCOR Utilities Inc. and Matrikon Inc. Mr. Bolton is a
director and chair of the audit committees of Teck Cominco Limited, The Toronto-Dominion Bank and WestJet
Airlines Ltd. From 1992 to 1998, 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 has determined that such service in no way impaired Mr. Bolton’s
ability to effectively serve on the Audit Committee of the Company.

Mr. Lee is Chairman of the Prospero Group of Companies which includes real estate investment, financing, sales and
property management businesses. He is a director and member of the audit committee of 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. 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, Hydro One 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.

Auditors Fees

KPMG LLP has served as the Company’s auditors since 1992. For the years ended December 31, 2008 and 2007, the
fees for audit, audit-related, tax and other services provided to the Company by KPMG LLP were the following:

2008(1) 2007(1)

FEES (CAD$) (CAD$)

Audit 2,794,000 3,170,000

Audit-Related 1,170,000 1,371,000

Tax 797,000 603,000

Other – –

TOTAL FEES 4,761,000 5,144,000

(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 provided by 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 years ended December 31, 2008 and 2007 that were required to be pre-approved.

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

Consist of fees incurred for professional services rendered by the auditors in relation to the audit of the Company’s
consolidated annual financial statements and those of its subsidiaries, and the audit relating to the Company’s 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.

THE AUDIT
COMMITTEE
AND THE
BOARD
HAVE
PROHIBITED
THE
COMPANY
FROM
ENGAGING
THE
EXTERNAL
AUDITORS
TO PROVIDE
CERTAIN
NON-AUDIT
SERVICES.

Tax Fees

Consist of fees incurred for consultations on cross-border tax implications for employees and tax compliance.

Other Fees

Nil

The mandate of the Audit Committee provides that the Audit Committee determines which non-audit services the
external auditors are prohibited from providing. CN’s 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, 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.(1)
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(1)   NI 52-110, section 2.3, subsection 4.
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STATEMENT OF EXECUTIVE COMPENSATION

Human Resources and Compensation Committee

Composition of the Human Resources and Compensation Committee

The Human Resources and Compensation Committee (“Committee”) is comprised of eight independent directors,
namely Robert Pace, Chair of the Committee, A. Charles Baillie, Hugh J. Bolton, Gordon D. Giffin, James K. Gray,
Edith E. Holiday, Edward C. Lumley and David G.A. McLean.

Mandate of the Human Resources and Compensation Committee

The Committee’s responsibilities include:
•ensuring that appropriate mechanisms are in place regarding succession planning for the position of President and
Chief Executive Officer (“CEO”);
• reviewing executive management’s 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’s full charter is available as part of CN’s Corporate Governance Manual at www.cn.ca/cngovernance.

The Committee met five times in 2008 and held in camera sessions during each meeting. The following table outlines
the major subject areas reviewed by the Committee during the year.

Main Committee Activities – 2008

A. CEO PERFORMANCE

- Approved CEO objectives
- Assessed CEO performance

- Reviewed and recommended approval of CEO compensation

B. EXECUTIVE PERFORMANCE

- Reviewed and approved performance assessments
- Reviewed succession plan and individual development plans
- Reviewed progress on CN’s leadership development programs

- Recommended appointment and approved compensation of new executives

C. COMPENSATION

- Reviewed pay position relative to market
- Reviewed and recommended approval of annual executive compensation adjustments

- Reviewed and recommended for approval bonus payout for 2008 and approved current year goals
- Reviewed and recommended for approval long-term incentive grants to executives

- Reviewed executive stock ownership
- Reviewed and recommended for approval pension plans design, valuation, amendments and material risks
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D. OTHER

- Monitored labour negotiations
- Reviewed the Committee’s corporate governance and compensation disclosure practices

-Reviewed and approved new corporate governance policies on change of control, non-compete and executive
compensation clawback

- Approved the Committee’s report for inclusion in the management information circular
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Succession Planning and Leadership Development

In 2008, the Committee reviewed the progress made in developing current and future leaders through the Company’s
leadership development programs. These programs and initiatives provide a solid platform for the assessment and
development of the Company’s talent pool. The leadership development programs are tightly integrated with the
business strategy in a thoughtful and effective way.

The Company is committed to take full advantage of its leadership development momentum. Accordingly, the
Company continues to refine its approach and ensures that the assessment and development of people is further
embedded in the organization. The Committee is satisfied that the Company’s leadership development approach is
effective and achieves best practice levels.

In 2008 and early 2009, the Committee has been focused on succession planning for the Company’s most senior
officers, including the President and Chief Executive Officer with whom the Company has an employment agreement
until December 31, 2009. The Committee and the Board of Directors are satisfied that the candidates being considered
for the position of President and CEO are of the highest calibre and will continue to build on CN’s success. The
Chairman of the Board together with the Chairman of the Committee have established a process through which the
Company’s directors review the leadership attributes and core strengths that a successor CEO and the leadership team
must possess in light of their assessment of CN’s strategic agenda and vision. CEO succession and transition matters
are scheduled to be discussed in camera at all regular meetings of the Committee in 2009.

Executive Compensation Consultants

The Company retains consulting firms to assist in determining compensation for directors and officers. In 2008, the
Company retained the services of Towers Perrin to provide market information, surveys and trends, as well as external
opinions on various executive compensation proposals. In 2008, the Company paid approximately CAD$116,000 to
Towers Perrin for these services. The 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 2008, the Committee retained the services of Hugessen Consulting Inc. (“Hugessen”). The Committee
mandated Hugessen to review and provide advice directly to the Committee on executive compensation
recommendations and related matters, with a particular focus on named executive officers. In aggregate, the fees paid
to Hugessen in 2008 totalled approximately CAD$92,000. The Committee evaluated Hugessen’s performance in 2008.
The Committee is satisfied with the advice received from Hugessen and that such advice is objective and independent.
In 2007, the Board of Directors adopted a policy to the effect that the Chair of the Human Resources and
Compensation Committee shall pre-approve all non-compensation services provided to the Company by the
consultant retained by the Committee to perform compensation-related services. Pursuant to an understanding
between the Committee and Hugessen, the latter has agreed not to perform any work for management.

During 2008, the only services performed by Hugessen were compensation-related services provided directly to the
Human Resources and Compensation Committee.

TYPE OF FEE

BILLED
IN 2007

($)

BILLED
IN 2008

($)

PERCENTAGE
OF TOTAL

FEES BILLED
IN 2008 (%)

Human Resources
and Compensation
Committee Work 68,000 92,000 100

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

62



Management Work 0 0 0
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Compensation Discussion and Analysis

The Executive 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 theme also underlies the need to attract,
retain and motivate outstanding executive talent in an increasingly 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. The compensation components, performance objectives, and plan provisions are
integrated into a comprehensive executive compensation program that is aligned with shareholders’ interest, is
competitive in attracting and retaining talent, and provides adequate compensation to motivate sustained performance
of executives and support the achievement of corporate and individual objectives.

Compensation for Named Executive Officers (“NEOs”) is comprised of three main components: base salary, annual
incentive and long-term incentive. A fourth component, entitled Vision 2008 Share Units Plan, constituted the
Company’s mid-term incentive. The plan concluded its four-year term on December 31, 2008. The Committee
annually reviews the suitability of each component and adjusts the compensation offered to NEOs in line with the
Company’s compensation policy, taking into account the current business, economic and demographic environment, as
well as the specific situation of the Company’s executives. The Committee also 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.

Executive compensation is benchmarked using comparator groups, which have been carefully reviewed and endorsed
by the Committee as being appropriate for the level and nature of the positions. In determining compensation, the
Company considers the compensation practices of North American companies that are comparable in size and with
whom the Company competes for executive talent. The primary comparator group for the NEOs is Class 1 Railroads
and includes Union Pacific Railroad, Burlington Northern Santa Fe Corporation, CSX Corporation, Norfolk Southern
Corporation and Canadian Pacific Railway. The Company also considers the compensation practices of a broad group
of approximately 70 U.S. industrial companies that are comparable in terms of business mix and size, with revenues
ranging from $6 to $10 billion (USD). This compensation information is provided and reviewed by external
consultants retained separately by the Company and the Committee.

With the Company’s outstanding leadership position within the railroad industry, the 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.

The Company has an established process to determine compensation targets annually. Performance goals and
conditions associated to each compensation component are carefully reviewed and endorsed by the Committee at the
beginning of each year. In determining compensation targets, the Committee ensures that performance goals and
conditions are directly aligned with the achievement of the Company’s business objectives, as portrayed in the
Company’s business plan which has been reviewed and approved by the Board of Directors.

Key Elements of NEO Compensation

The key elements of NEO compensation are base salary, annual incentive, and long-term incentives, including
performance-based restricted share units, and stock options. The compensation of NEOs, other than the President and
Chief Executive Officer, is recommended by the President and Chief Executive Officer and reviewed and approved by
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the Committee. The compensation of the President and Chief Executive Officer is recommended by the Committee
and approved by the independent members of the Board of Directors.

For a discussion on the compensation of the CEO, please see section “President and Chief Executive Officer
Compensation” on page 36.
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The following table summarizes the key components of NEO compensation, how they are benchmarked and how they
fit in the above mentioned executive compensation policy:

COMPONENTS DESCRIPTION BENCHMARKING OBJECTIVE & RATIONALE

Base Salary
•    Fixed rate of pay, with annual
review

•      Salaries are benchmarked
annually to the

•      Provide competitive level of
fixed

•    Generally paid in U.S. dollars
median (50th percentile) of the
comparator compensation

groups
•      Recognize sustained
individual performance

•      Individual salary
recommendations are
based on competitive
assessment, individual
performance and retention
considerations

Annual Incentive
•     Annual bonus payout to
approximately

•      Target payout is established
to position total

•      Reward the achievement of
a balanced set

Bonus Plan
4,000 eligible management
employees

cash compensation (base salary
+ target

of annual corporate financial
objectives

based upon performance against
pre-

annual incentive payout)
between 50th and

•      Reward the achievement of
personal

determined financial and other
targets for

75th percentile of the
comparator groups

objectives linked to financial
and operating

the year
results, safety, customer service
and

•      Payout linked to the
achievement of leadership
corporate (70%) and personal
(30%)

•      Drive superior corporate and
individual

objectives performance
•      Target payout is 70% of
base salary for
Executive Vice-Presidents and
140% for the
President and CEO
•      Maximum payout is equal to
twice the
Target Payout

Long-Term
Incentive

•      Combination of restricted
share units and

•      Awards are established to
position total

•      Align management interest
with

stock options of approximately
equal value,

direct compensation (base
salary + annual

shareholders’ value growth and
provide

except for the CEO incentive target payout + retention of key talent
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long-term
incentive award value) at
approximately the

•      Recognize individual
contribution and

Restricted Share Units
75th percentile of the
comparator group, potential

•      Performance-based share
units, payable in

when aggressively set goals are
achieved

cash after three years
•      Performance vesting subject
to attainment
of targets related to average
return on
invested capital over three years
•      Payout conditional upon
minimum share
price during the last three
months of the
plan period
Stock Options
•      10-year term; 25% per year
vesting over
the first four years
•      Granted in the currency of
the
recipient’s salary

Compensation of Named Executive Officers in 2008

BASE SALARY

Base salaries are established according to the criteria set forth herein and are benchmarked annually against median
comparator group practice. The base salary of NEOs is generally paid in U.S. currency in order to provide for a
meaningful and objective comparison with salaries of equivalent positions of the comparator group which are
predominantly paid in U.S. currency. Base salaries are reviewed annually, taking into consideration individual
performance, leadership abilities, retention risk and succession plans.

The salaries paid to NEOs during 2008 are reported in the Summary Compensation Table under the Salary column.

ANNUAL INCENTIVE BONUS PLAN

Approximately 4,000 management employees are eligible for a payout under the Company’s Annual Incentive Bonus
Plan ("AIBP"). Under the AIBP, payouts for planned results to be achieved ("Target Payouts") are set as a percentage
of salary: 70% for Executive Vice-Presidents and 140% for the President and Chief Executive Officer.

For 2008, the AIBP was comprised of the following components:

1.
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Corporate financial performance: 70% of the bonus was linked to the achievement of a balanced set of goals that
contribute to the Company’s long-term financial growth and profitability. The corporate performance factor can
range from 0% to 200% for NEOs. Corporate performance is measured against objectives set by the Board of
Directors. In 2008, the Board of Directors assessed the Company’s performance against established targets for
revenues, operating income, diluted earnings per share, free cash flow and return on invested capital (ROIC), with
each measure carrying an equal weight. The targets were approved by the Board of Directors in January 2008 based
on the Company’s economic outlook at that time.
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The following table provides the 2008 objectives as approved by the Board of Directors in January and the 2008
results as reported by the Company.

P E R F O R M A N C E  O B J E C T I V E S  A N D  R E S U LT S  –  2 0 0 8  A N N UA L  I N C E N T I V E  B O
N U S  P L A N

CORPORATE
OBJECTIVES(1) 2008

IN
MILLIONS
EXCEPT BASE STRETCH RESULTS(2) PERFORMANCE

PER
SHARE
DATA (CAD$) (CAD$) (CAD$) ASSESSMENT

Revenues 8,035 8,190 8,482 Exceeds

Operating
Income 2,739 2,859 2,894 Exceeds

Diluted
Earnings

Per Share $3.38 $3.55 $3.95 Exceeds

Free Cash
Flow(3) 600 700 794 Exceeds

ROIC 13.1% 13.6% 13.7% Exceeds

(1) Objectives set assuming a foreign exchange rate of US$1 = CAD$0.95.
(2) Foreign exchange rate experienced was US$1 = CAD$1.06.
(3) See page 89 of the 2008 Annual report for a discussion and reconciliation of this non-GAAP measure.

In January 2008, the objectives were set assuming a foreign exchange rate of US$1 = CAD$0.95. During the year, the
average foreign exchange rate experienced was US$1 = CAD$1.06. When reviewing the Company’s performance
against established objectives, such objectives were adjusted to reflect the fact that the lower Canadian dollar that was
assumed when the objectives were set, improved the Company’s performance assessment. The following table
provides the 2008 objectives reflecting this adjustment and the 2008 results as reported by the Company.

P E R F O R M A N C E  O B J E C T I V E S  A N D  R E S U LT S  –  2 0 0 8
A N N UA L  I N C E N T I V E  B O N U S  P L A N  –  A D J U S T E D  TA R G E T S

CORPORATE
OBJECTIVES 2008

IN
MILLIONS
EXCEPT BASE STRETCH RESULTS(2) PERFORMANCE

PER
SHARE
DATA (CAD$) (CAD$) (CAD$) ASSESSMENT
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Does not

Revenues(1) 8,538 8,702 8,482 meet

Operating Does not

Income(1) 2,915 3,042 2,894 meet

Diluted
Earnings

Per Share(1) $3.59 $3.77 $3.95 Exceeds

Free Cash Partially
Flow(1)(3) 700 800 794 Exceeds

ROIC 13.1% 13.6% 13.7% Exceeds

(1)Objectives adjusted to reflect the experienced foreign exchange rate of US$1 = CAD$1.06 vs. CAD$0.95 assumed
when set in January 2008.

(2) Foreign exchange rate experienced was US$1 = CAD$1.06.
(3) See page 89 of the 2008 Annual Report for a discussion and reconciliation of this non-GAAP measure.

In 2008, the Company delivered a solid performance in a period of deteriorating business conditions and
unprecedented market turmoil. The Company performed well despite significant weakness in forest products and
automotive markets, severe winter conditions in both Canada and the U.S. Midwest and volatility in both fuel prices
and U.S. to Canadian currency exchange rates. The Company continued to execute well its precision railroading
model and made further progress on its long-term objectives with the strategic acquisition of the Elgin, Joliet and
Eastern Railway Company (“EJ&E”). The EJ&E acquisition is expected to significantly improve the Company’s
productivity and efficiency, and provide improved service to customers as well as support ongoing shareholder value
creation.

For 2008, after considering the financial results against established objectives, as well as progress made in the
achievement of the Company’s long-term objectives, the Board of Directors assessed the corporate performance at
“partially exceed”, allowing for a corporate performance factor at 114%.

2.Individual performance: 30% of the bonus was based on the achievement of personal business-oriented goals linked
to financial and operating results, safety, customer service and leadership. The individual performance factor can
range from 0% to 200% for executives, based on individual assessments approved by the Board of Directors. Any
payout under the individual component is conditional upon a payout being declared under the corporate component.

In 2008, the individual objectives of NEOs included both quantitative financial measures and qualitative strategic and
operational considerations related to their function. They were set at ambitious levels. At year-end, the President and
Chief Executive Officer reviewed the performance of the other four NEOs, taking into consideration their
achievements against their pre-determined personal objectives. The President and Chief Executive Officer presented
his assessment to the Committee for discussion, review and approval. For the year 2008, taking into account the
recommendation of the President and Chief Executive Officer, the Committee determined that the four NEOs had
partially exceeded their personal objectives and approved each of their individual performance factors. The average
individual performance factor for the NEOs, other than the President and Chief Executive Officer, was 147%.

The resulting bonus payout is based on the salary on December 31, and the corporate and individual performance
factors, calculated as follows:

Corporate
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Annual
Salary x

Target
Payout x 70% x Performance

Factor
 +

Individual

Annual
Salary x

Target
Payout x 30% x Performance

Factor
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In 2008, the average payout for the NEOs, other than the President and Chief Executive Officer, was 124% of target
payout. The actual payouts are reported in the Summary Compensation Table, under the Non-equity Incentive Plan
Compensation ñ Annual incentive plans column.

Pursuant to the terms of the AIBP, approximately 4,000 management employees received a bonus payout for the year
2008. In 2007, there was no payout under this plan as the Company did not achieve its objectives.

LONG-TERM INCENTIVE

The Board of Directors considers a number of factors to assess the Company’s long-term incentive strategy. Factors
under consideration include the balance between long-term value creation and shareholder wealth protection,
executive stock ownership position versus stock option holdings, executive retention risk, as well as the tax
implication and the dilution impact of the different long-term incentive vehicles. Since 2005, the Board of Directors
has elected to grant a combination of stock options and restricted share units (“RSUs”) of approximately equal value, to
designated executive and senior management employees, except for the President and Chief Executive Officer. The
long-term incentive award for the President and Chief Executive Officer 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 pursuant to the terms of the Management Long-Term Incentive Plan – please refer to page 43
for a description of the plan.

The annual grant of RSUs and stock options to NEOs and other eligible employees is reviewed and approved at the
meetings of the Committee and the Board of Directors which take place each year in January. The effective grant date
is the first day opened for trading under the Company’s Insider Trading Policy, following the publication of the
Company’s financial results for the previous year. Based on this approach, the effective grant date is generally the
second trading day following the public release of the Company’s financial results. The exercise price of the stock
options granted is set at the closing price of common shares on the Toronto Stock Exchange or the New York Stock
Exchange on the grant date.

During 2008, NEOs, other than the President and Chief Executive Officer, were awarded a total of 111,000 RSUs and
222,000 stock options, representing 16% and 25% respectively of the aggregate number of RSUs and stock options
granted during the year. The Committee establishes the value of long-term incentive awards on the basis of the
expected value provided by each award at the time of the grant. In determining each individual award, the Committee
takes into consideration individual performance, retention risk and succession plans, as well as the compensation
practices of the comparator group. The Committee does not take into account previous grants when setting the
individual awards.

RESTRICTED SHARE UNITS: 2008 AWARD

The Restricted Share Units Plan (the “RSU Plan”) was approved by the Board of Directors in 2004. The objective of the
RSU Plan is to enhance the Company’s ability to attract and retain talented employees and to provide alignment of
interests between such employees and the shareholders of the Company. The RSUs awarded are generally scheduled
for payout after three years and vest upon the attainment of targets related to the Company’s return on invested capital
(“ROIC”). ROIC measures the Company’s efficiency in the use of its capital funds and is viewed as a key measure of
long-term value generation to its shareholders. ROIC is generally calculated as net income before interest expense,
divided by the total of the average net indebtedness and the average shareholders’ equity, and may in certain instances,
be adjusted for certain items as determined by the Committee.

The RSUs granted in 2008 to NEOs and other designated employees are subject to the attainment of targets related to
the Company’s average ROIC during the three-year period ending on December 31, 2010. The payout is conditional
upon meeting a minimum average closing share price during the last three months of 2010. The payout will be made

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

72



in the currency of the recipient’s salary. The value of the payout will be equal to the number of RSUs awarded
multiplied by the performance vesting factor and by the 20-day average closing share price ending on January 31,
2011. The performance objectives and payout condition of the 2008 RSU award are summarized in the following
table:

P E R F O R M A N C E  O B J E C T I V E S  –
R E S T R I C T E D  S H A R E  U N I T S  –  2 0 0 8  A WA R D

PERFORMANCE

OBJECTIVE
VESTING
FACTOR

Below 13% 0%

Performance Objective: 13% 50%

Average ROIC during the 14% 100%

three-year period ending on 15% 125%

December 31, 2010 16% and above 150%

Payout Condition: CAD$48.60 on the TSX

Minimum average closing share
price or

for the last three months of
2010 US$48.44 on the NYSE

The grant date fair value of the restricted share units awarded to NEOs in 2008 is included in the Summary
compensation table, under the Share-based awards column.

RESTRICTED SHARE UNITS: 2006 AWARD PAYOUT

RSUs granted in 2006 were paid out to NEOs and other designated employees pursuant to the terms and conditions set
out in the 2006 award agreements and in accordance with the RSU Plan. The RSUs awarded in 2006 were paid out
when the specified target related to the average ROIC was attained and exceeded during the three-year period ending
on December 31, 2008. In accordance with the RSU Plan rules, the ROIC performance resulted in a performance
vesting factor of
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150% of the units awarded. Although the minimum average closing share price condition was missed by a very small
margin during the last three months of 2008, the Committee approved the payout in recognition of the fact that the
Company’s ROIC objective was substantially exceeded. The Committee also took into account the impact of the
unprecedented turmoil in the financial markets on the Company’s share price during the last three months of 2008.

P E R F O R M A N C E  O B J E C T I V E S  A N D  R E S U LT S  – 
R E S T R I C T E D  S H A R E  U N I T S  –  2 0 0 6  A WA R D

PERFORMANCE
VESTING

OBJECTIVE FACTOR RESULTS
Below 12% 0%

Performance
Objective: 12% 50%
Average ROIC for the 13% 100% 15.7%
three-year period
ending 14% 125%

on December 31, 2008
15% and

above 150%
Payout Condition:
Minimum average CAD$46.43 on the TSX
closing share price or CAD$46.11
for the last three US$39.99 on the NYSE US$38.23
months of 2008

STOCK OPTIONS

Stock options were granted in 2008 to NEOs and other designated employees pursuant to the Management Long-term
Incentive Plan (the “Plan”). Please refer to page 43 for details of the Plan. The stock options granted in 2008 were
conventional and vest over four years at a rate of 25% at each anniversary date. Stock options have a term of 10 years.
Grants were made in the currency of the recipient’s salary.

Stock options are granted with the objective of rewarding NEOs and other designated employees for creating
sustainable, long- term shareholder value. If the share price increases between the grant date and the vesting date,
stock options will have a realizable value and be “in-the-money”. Conversely, if the share price does not appreciate over
this period, stock options will have no realizable value. Consequently, stock options provide a realized payout value
only when vested, when the share price increases above the grant price, and when the options are exercised.

The Committee established the value of the option-based awards on the basis of the expected value provided by the
award at the time of the grant. In determining the value of the award, the Committee takes into consideration
individual performance, retention risk and succession plans, as well as the compensation practices and long-term
incentive value granted over the last three years by companies in the comparator group described in the section "The
Executive Compensation Policy of the Company".

The grant date fair value of the stock options awarded to NEOs in 2008 is included in the Summary compensation
table, under the Option-based awards column.
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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. The plan period ended on December 31, 2008.

Under the award agreement, the vesting of share units was based on the Company’s share price performance, with half
of the vesting based on the Canadian stock price performance and the other half on the U.S. stock price performance
on the respective stock exchanges. The vesting factor could range between 0% and 100%, based on the highest
20-day average closing share price between July 1, 2008 and December 31, 2008, as per specified share price
objectives. Under the plan terms, there would be no payout if the average stock price did not exceed CAD$50.00 on
the TSX and US$41.00 on the NYSE. The full award of share units would have become payable if the average stock
price reached at least CAD$72.50 and at least US$59.50 on the corresponding stock exchanges. Linear interpolation
was to be applied in between those stated objectives. The award payout was also conditional on the Company meeting
a minimum average return on invested capital of 10% over the plan period and a minimum 20-day average closing
share price on December 31, 2008 of CAD$50.00 or US$41.00 on the corresponding stock exchanges. Finally, the
plan encouraged retention as payout was conditional upon continued employment until the end of the plan period.

The highest 20-day average closing share price achieved on the TSX and the NYSE between July 1 and December 31,
2008 was CAD$54.77 and US$52.57, respectively, resulting in a performance vesting factor of 42% of the share units
awarded under this plan. The minimum ROIC condition of 10% over the term of the plan was met and exceeded.
However, the final 20-day average closing share price on December 31, 2008 was CAD$42.95 and US$34.87. Given
that the minimum share price condition was not met, the Committee made the decision that no payout would be made
under the plan. If the minimum share price condition of CAD$50 on the TSX had been met, the value of the aggregate
payout to designated executive and senior management employees would have been approximately CAD$16 million.

The Vision 2008 Share Units Plan was terminated and all units were cancelled on December 31, 2008.
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P E R F O R M A N C E  O B J E C T I V E S  A N D  R E S U LT S  –  V I S I O N  2 0 0 8  S H A R E  U N I T S  P
L A N

OBJECTIVE PERFORMANCE OBJECTIVE
SHARE PRICE ON

TSX
VESTING
FACTOR

SHARE PRICE ON
NYSE RESULTS

Performance Objective:
Highest 20-day average closing
share

CAD$50.00 and
below 0%

US$41.00 and
below

price between July 1, 2008 and CAD$61.25 25% US$50.25

December 31, 2008
CAD$72.50 and

above 50%
US$59.50 and

above
Highest 20-day average CAD$54.77 US$52.57 42%
Payout Condition:
a) Minimum average ROIC
between 10% 15%
January 1, 2005 and December
31, 2008
b) Minimum average closing
share price for

CAD$50.00 on the
TSX or CAD$42.95

the last 20 days of 2008
US$41.00 on the

NYSE US$34.87

EXECUTIVE PERQUISITES

NEOs are eligible to receive perquisites and other personal benefits in accordance with the Company’s policy. These
typically include the use of a company-leased vehicle, financial counselling and tax services, club membership and
certain health care and life insurance benefits exceeding those usually offered to salaried employees. The level of
benefit is generally determined by the grade of the position. The Committee believes that executive perquisites and
other personal benefits provided to NEOs are appropriate and in line with general market practices. In addition to
these benefits, it is the Company’s policy to require, for efficiency and security reasons, the President and Chief
Executive Officer to use the Company’s aircraft for personal as well as for business use. It is also a condition of Mr.
Harrison’s employment arrangements with CN. Following Mr. Harrison’s retirement, the Company’s policy will require
that the use of corporate aircraft be solely for business purposes for all executive officers of CN.

President and Chief Executive Officer Compensation

The President and Chief Executive Officer’s annual compensation is recommended by the Committee and approved by
the independent members of the Board of Directors. Pursuant to his employment agreement, Mr. Harrison’s base salary
was established at US$1,680,000 (CAD$1,790,880) for 2008 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’s compensation policy.
As is the case for the other senior executives of the Company, 70% of the bonus payout is based on the Company’s
financial performance and 30% is based on individual performance. The individual performance of the President and
Chief Executive Officer is measured against the goals, objectives and standards approved annually by the Committee.
The goals set at the beginning of 2008 included both financial and non-financial elements, covering performance in
the following areas: financial performance (35%); safety (20%); marketing (10%); customer service and operations
(10%); human resources management (10%); and public and government relations (15%). Based on a review of the
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foregoing, the Committee rated the performance of the President and Chief Executive Officer as part of his
performance review and recommended to the Board of Directors the approval of his compensation based on his and
the Company’s performance.

In 2008, against a backdrop of deteriorating business conditions, the Company, under Mr. Harrison’s leadership,
delivered a strong financial performance. The Company experienced significant weakness in the forest products and
automotive markets, severe winter conditions in both Canada and the U.S. Midwest, and volatility in both fuel prices
and U.S. to Canadian currency exchange rates. Despite this, revenues and operating income increased by 7% and 1%,
respectively. Mr. Harrison also demonstrated strong leadership in effectively controlling costs, driving further
improvements in operational efficiency and further positioning the Company for long-term growth. The Company
achieved diluted earnings per share of $3.95 and a ROIC of 13.7%. The Committee considers these results to be
notable in light of difficult market conditions.

Safety is a core value at CN and the Committee considers that Mr. Harrison was instrumental in focusing the
leadership team and all employees on improving the Company’s safety performance. In 2008, the Company’s safety
performance included a Federal Rairoad Administration ("FRA") injury ratio of 1.78 – a 5% improvement versus 2007;
a FRA accident ratio of 2.58 – a 6% improvement versus 2007; and a Transportation Safety Board accident ratio of
7.27 – a 29% improvement versus 2007.

Mr. Harrison also maintained the Company’s core commitment in providing superior customer service through its
precision railroading model. Trip plan compliance, a measure that compares actual loaded transit time, in hours, to the
trip plan quoted to the customer, improved three basis points compared to the prior year.

Mr. Harrison, through his direct interventions and role modeling, made significant contributions to further develop
leadership and employee engagement. In 2008, Mr. Harrison led 18 “Hunter Camp” sessions where he shared his
passion, commitment and expectations for improved performance and alignment of the Company’s business and
operating performance.
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Mr. Harrison actively participated in the process leading to the regulatory approval of the EJ&E acquisition. This
included representations and testimonials with several government committees and officials. Mr. Harrison’s
engagement was instrumental in helping key stakeholders to better understand and appreciate the various aspects of
the transaction.

For 2008, following a review of Mr. Harrison’s individual performance, the Committee acknowledged Mr. Harrison’s
solid results and achievements in a very challenging environment, as well as his strong leadership in the advancement
of the Company’s strategic agenda. Out of a scale of 0% to 200%, the Committee rated Mr. Harrison’s individual
personal performance factor at 150%. In accordance with the terms of the Annual Incentive Bonus Plan, and taking
into account the corporate performance factor of 114%, the independent members of the Board of Directors approved
a bonus payout of US$2,935,300 (CAD$3,575,195) to Mr. Harrison.

The 126,000 RSUs and 145,000 stock options granted to the President and Chief Executive Officer in 2008 pursuant
to the Restricted Share Units Plan and the Management Long-Term Incentive Plan, respectively, were granted on the
same basis and conditions as those of the other NEOs of the Company. The value of these awards, which was
established within the Company’s long-term incentive compensation policy, is included in the Summary compensation
table, under the Share-based awards and Option-based awards columns.

In 2009, Mr. Harrison’s base salary was increased to US$1,764,000 pursuant to the terms of his employment
agreement and his target and maximum payouts under the Annual Incentive Bonus Plan were maintained at 140% and
280% respectively. On January 26, 2009, Mr. Harrison received awards of 188,000 RSUs under the Restricted Share
Units Plan and 210,000 options under the Management Long-Term Incentive Plan. Awards made in 2009 have similar
conditions to the 2008 awards.

In accordance with the Canadian disclosure rules, amounts paid to Mr. Harrison are reported in the prescribed tables in
Canadian dollars.

Other Compensation Policies of the Company

STOCK OWNERSHIP

The Committee strongly supports stock ownership by executives. In 1999, the Company introduced share ownership
guidelines that require a minimum level of share ownership, 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. Once executives and senior managers have met their initial
shareholding requirements, they are expected to maintain compliance, which is reported annually to the Committee.
Stock ownership guidelines can be met through the holding of common shares and vested deferred share units. Stock
ownership requirements are as follows:

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
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As of December 31, 2008, all NEOs, including the President and Chief Executive Officer, had exceeded their share
ownership requirements. Other executives and senior management had either met or were on track to achieve their
stock ownership requirement.

Under the Company’s Insider Trading Policy, no directors, officers or employees can engage in hedging activities,
including monetization, on CN securities.
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CHANGE OF CONTROL PROVISION

The Management Long-Term Incentive Plan and the RSU Plan were amended effective March 4, 2008 to include
“double trigger provisions”. Pursuant to such provisions, the vesting of non-performance options or units awarded after
that date and held by a participant would not accelerate upon a Change of Control, unless the participant is terminated
without cause or resigns for good reasons. A “Change of Control” means any of the following events:

a) in the event the ownership restrictions in the CN Commercialization Act are repealed, a formal bid for a majority
of the Company’s outstanding common shares;

b) 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

c) approval by the Company’s shareholders of a plan of liquidation or dissolution of the Company.

The amended provisions state that acceleration of vesting would not occur if a proper substitute to the original options
or units is granted to the participant. If such substitute is granted and a participant is terminated without cause or
submits a resignation for good reason within twenty-four (24) calendar months after a Change of Control, all
outstanding substitute options or units which are not then exercisable shall vest and become exercisable or payable in
full upon such termination or resignation. Substitute options that are vested and exercisable shall remain exercisable
for a period of twenty- four (24) calendar months from the date of such termination or resignation and units shall be
paid within thirty (30) days. These new provisions will only affect grants made after March 4, 2008, and discretion is
left to the Board of Directors to take into account special circumstances.

NON-COMPETE/NON-SOLICITATION PROVISION

On January 22, 2009, the Board of Directors approved the inclusion of non-compete and non-solicitation provisions to
the Restricted Share Units and Stock Options award agreements to be executed in the future with executive and senior
vice-presidents. Hence, the Restricted Share Units and Stock Options granted to such executive and senior
vice-presidents after January 22, 2009, including the 2009 annual awards, are subject to cancellation if they fail to
comply with certain commitments. Those commitments prohibit:

a) the use of confidential information of CN for any purpose other than performing his or her duties with CN;

b) engaging in any business that competes with CN;

c) soliciting, accepting the business of a customer, client, supplier or distributor of CN or hiring or engaging
employees of CN;

d) taking advantage or profit from any business opportunity of which they became aware in the course of
employment with CN; and

e) taking any action as a result of which relations between CN and its consultants, customers, clients, suppliers,
distributors, employees or others may be impaired or which might otherwise be detrimental to the business
interests or reputation of CN.

EXECUTIVE COMPENSATION CLAWBACK
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In March 2008, the Board of Directors adopted an executive compensation clawback policy concerning future awards
made under the Company’s annual and long-term incentive plans. Under this policy, which applies to all executives,
the Board may, in its sole discretion, to the full extent permitted by governing laws and to the extent it determines that
it is in the Company’s best interest to do so, require reimbursement of all or a portion of annual and long-term
incentive compensation received by an executive. The Board of Directors may seek reimbursement of full or partial
compensation from an executive or former executive officer in situations where:

a) the amount of incentive compensation received by the executive or former executive officer was calculated based
upon, or contingent on, the achievement of certain financial results that were subsequently the subject of or
affected by a restatement of all or a portion of the Company’s financial statements,

b) the executive officer engaged in gross negligence, intentional misconduct or fraud that caused or partially caused
the need for the restatement, and

c) the incentive compensation payment received would have been lower had the financial results been properly
reported.
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Performance Graph

The following Performance Graph illustrates the cumulative total shareholder return on a CAD$100 investment in
CN’s common shares compared with the cumulative total return of the S&P/ TSX composite and the S&P 500 Indices
from the period beginning December 31, 2003 and ending December 31, 2008. It assumes reinvestment of all
dividends.

DEC-03 DEC-04 DEC-05 DEC-06 DEC-07 DEC-08

CNR $100 $133 $172 $187 $177 $174

S&P/TSX $100 $114 $142 $167 $183 $123

S&P 500 $100 $111 $116 $134 $141 $89

Over the last five years, the three main components of compensation – base salary, annual incentive, and long-term
incentive – that was earned by NEOs together represented about 4.7% of the approximate CAD$5 billion aggregate
market capitalization increase over the same period. The total compensation earned by NEOs is defined as the amount
of base salary and bonus earned during the year, plus the change in unrealized and realized gains from equity-based
incentive plans.

The Committee believes that the Company’s executive compensation policy is effective and appropriately supports a
strong relationship between the compensation earned by NEOs and the investment return of shareholders. Over the
last five years, more than 80% of the compensation earned by NEOs was derived from equity-based incentive plans.
Accordingly, the compensation earned in each year was closely tied to shareholder return as demonstrated by the fact
that the compensation earned by NEOs in the year of lowest total shareholder return represents approximately one
ninth of the compensation earned in the year of highest total shareholder return.

The following graphs illustrate the annual change in cumulative total shareholder return on a CAD$100 investment in
CN’s common shares compared with the total compensation earned by NEOs in each year of the five-year period
ending on December 31, 2008, and demonstrates the close link between the two.
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Most compensation paid, earned and awarded to the President and Chief Executive Officer, the Executive
Vice-President and Chief Financial Officer and to the other three most highly compensated executive officers of the
Company (together, the “Named Executive Officers” or “NEOs”), was in U.S. dollars. In the following tables, unless
otherwise specified, compensation is expressed in Canadian dollars. Please refer to the Currency Exchange
Information on page 52 for the conversion methodology. Fluctuation in the exchange rate may affect the
comparability of the data year over year.

Summary Compensation Table

The following table sets forth the annual total compensation for the NEOs, for the year ended December 31, 2008.

For compensation related to previous years, please refer to the Company’s Management Information Circulars filed
with the Canadian Securities Administrators and available at www.sedar.com or filed with the U.S. Securities and
Exchange Commission and available at www.sec.gov.

S U M M A R Y  C O M P E N S AT I O N  TA B L E

NAME AND
PRINCIPAL
POSITION YEAR

SALARY
($)

SHARE-BASED
 AWARDS(2,3)

($)

OPTION- BASED
 AWARDS(2,4)

($)

NON-EQUITY
 INCENTIVE

PLAN
COMPENSATION

– ANNUAL
INCENTIVE

 PLANS(5)
($)

PENSION
 VALUE(6)

($)

ALL OTHER
 COMPENSATION(7)

($)

TOTAL
COMPENSATION

($)

E. Hunter
Harrison

President and
Chief
Executive
Officer 2008 1,790,880 3,450,745 1,799,124 3,575,195 1,620,129 1,113,975 13,350,048
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