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General Environment

The continued free flow of commerce is essential to the world economy,
at the same time that supply chain security generally & security at North
American borders & seaports is being strengthened to protect against
terrorist threats.

Governments seek to strengthen the security of all elements of the
transportation supply chain:

— Secure flow of goods
— Secure infrastructure
— Coordination & information-sharing

North American businesses depend on secure & expeditious freight
movements, as do the transportation companies that carry the freight.

The key issue: How to enhance security while ensuring the smoot h
flow of legitimate international commerce.




CN Background

CN clearly has a key interest in this vital
issue.

CN is the 5" largest railroad in North
America (in terms of revenues) with
extensive operations across Canada & in
the U.S. to the Gulf of Mexico — 2008
revenues of nearly C$8.5 billion.

In addition to our transcontinental
operations across Canada, we operate in
16 U.S. states to the Gulf of Mexico.

CN reaches into Mexico through a
Marketing Alliance with the Kansas City
Southern Railroad.

Diversified traffic portfolio, roughly one-
third of which is cross-border traffic.

CN operates at the seaports of Vancouver,
Prince Rupert, Montreal, Halifax, New
Orleans, & Mobile.

Security is one of the cornerstones of
Can's operations.



CN Network




Major Freight Security Initiatives

In addition to the various initiatives related to the movement of people
across the border (e.g., NEXUS, WHTI), the U.S. government has
implemented a number of freight security initiatives:

— Free & Secure Trade (FAST)
— Container Security Initiative (CSI)
— Customs-Trade Partnership Against Terrorism (C-TPAT)
— Advance Cargo Information Regulations
« U.S. Customs & Border Protection (CBP)
* Food & Drug Administration

The Canada Border Services Agency (CBSA) has implemented the
Partners-in-Protection (PIP) program, is actively engaged in security
screening programs at Canadian seaports, & works closely with CBP on
cross-border security initiatives.



Smart Border Declaration

After the 9/11 attacks, the governments of Canada & the U.S. worked
together closely to address cross-border security concerns.

One of the most visible examples is the December 2001 “Smart Border
Declaration,” which provided an important framework for collaboration
between the two countries on security & facilitation of commerce.

A rail-related example out of the Smart Border Declaration is the April
2003 Rail Declaration of Principles, which requires electronic
transmission of cargo manifest information in advance of trains arriving
at the border & installation of non-intrusive inspection technology
(VACIS) at major border crossing points.

An extra layer of security is provided when freight has entered North
America through Canadian seaports that are participants in CBP's
Container Security Initiative.



Security & Commerce: Key Issues

As a company operating on both sides of the U.S./Canada border & active in
international trade, there are several issues of critical importance to CN:

Ensuring that security is enhanced but that commerce is not impeded.
Modal equity.

Clear recognition by U.S. policymakers of the strong level of cooperation by
the Government of Canada in North American security initiatives.

Harmonized information requirements between government agencies.
Shipper/customer data quality.
Continuous assessment of security threats.

Utilization of a risk management approach to the maximum extent feasible in
all new government regulations.

Ensuring that fees assessed on cross-border commerce are appropriate .

This is a constantly-evolving area, both in terms of security issues being
addressed & new technologies employed.



Conclusions

The trading relationship between Canada & the United States is vital to
each nation’s economy.

The business community is faced with a myriad of government
regulations & security requirements — rationalization & harmonization of
these requirements to the maximum extent possible, along with greater
reliance on risk-based security regulations, will enhance both countries’
competitiveness.

The goals of increased security & improved commercial flows are not
inconsistent — we need to guard against unwarranted fees, ensure that
new regulations are justified & implemented appropriately, & prevent
impediments to U.S./Canada cross-border commerce.

The outstanding cooperation between the U.S. & Canadian governments
that we have seen since 9/11 is essential & must continue.



