
Alberta trains running again  

CN Rail has spent $400M to buy and rehabilitate four 
idle lines north of Edmonton 
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If there's an economic slowdown looming -as sinking stock market indexes seem to 
suggest -you wouldn't know it by listening to Claude Mongeau. 

The affable CEO of Canadian National Railway Co., who was in Edmonton on Thursday 
to address a Chamber of Commerce luncheon crowd, sees no reason to back away from 
CN's rosy profit outlook for 2011. 

Back in April, after the Montreal-based rail giant posted a sharp uptick in first-quarter 
profits, CN said fully diluted earnings per share could jump by up to 15 per cent this year. 
CN earned $4.20 per diluted share for 2010, excluding a gain on the sale of an asset. 

"That's still our guidance," declares Mongeau, who granted The Journal a 45-minute 
interview before his luncheon talk. "During the second quarter our growth has been very 
solid, and despite the flooding (in some regions of Canada) we've been able to perform 
remarkably well. 

"We're certainly right on target. The only thing that could derail us is if the economy was 
to significantly slow down. Then, of course, that would be a little bit more difficult. But 
that's not what we're seeing at the moment." 

CN's sunny profit outlook contrasts with that of its smaller rival, Calgarybased Canadian 
Pacific Railway, which has been hit hard by spring flooding on parts of its network in the 
southern Prairies. 

That's reflected in the railways' divergent share-price performances. While CP's shares 
have dropped by $10 each since late January, CN's shares are up about $6. They closed 
Thursday at $73.10 apiece, just $3 below their 52-week high. 

CN's performance is even more impressive in view of the sharp 10-percent pullback in 
Toronto's lead stock market index since early May. CN's stock has dipped just 4.1 per 
cent from its high. 

Mongeau says Alberta has been a big part of CN's growth story, with roughly 15 per cent 
of the railway's carloads either originating from or destined for the province last year, 
carrying everything from coal, lumber, petroleum and chemicals to wheat, vehicles and 
other inbound consumer products. 



To position itself for continued growth, and to capitalize on growing inbound and 
outbound freight volumes through the Port of Prince Rupert in B.C., CN has invested 
more than $1 billion in Alberta over the past five years. 

That includes $400 million to acquire and upgrade four short-line railways serving the 
oilsands, Grande Prairie and other resourcerich northern regions. 

"That's the reason for the speech (Thursday). I came here to help people realize that CN is 
a key part of the (transportation) solution, and that we are stepping up to support all the 
growth in the resource sectors in Alberta," he says. 

"The good news is there is a lot of growth. But with the growth there was a need for 
significant investment in these short lines. And when you add up the acquisitions and the 
upgrades we've made, it's close to $400 million." 

CN's short line acquisitions, which were completed in 2006 and 2007 at an upfront cost 
of $76 million, included: 

? Mackenzie Northern Railway (MKNR) -which runs north from the town of Smith to 
Peace River and ends at Hay River; 

? Lakeland & Waterways Railway (LWR) -which extends northeast from Edmonton to 
Boyle, then further north to O'Morrow; 

? Savage Alberta Railway Inc. (SAR) -which extends northwest from CN's main line to 
Grande Cache, then north to Grande Prairie and Spirit River; and 

? Athabasca Northern Railway (ANY) -a critical line that extends northeast from Boyle, 
where it connects with the old LWR line, and runs all the way up to Fort McMurray's 
booming oilsands. 

Since the short lines were in dire shape at the time of purchase, CN embarked on an 
ambitious $260million program to upgrade all related infrastructure. 

That meant new rail, ties, ballast, track, bridges, sidings and new communication 
technology. The biggest outlay was to rehabilitate the crumbling ANY line to Fort 
McMurray, which Mongeau says was "sinking into the ground" when CN bought it. 

"We've already invested close to $150 million on it, and by the time we're done we'll 
have invested $175 million to upgrade it and bring it back to a 25-mile-per-hour railroad, 
with good branch-line standards. Before this you could not go much faster than 10 miles 
per hour," he says. 

CN expects to spend a further $45 million on upgrades this year, and it also invested $10 
million in a petroleum coke transload facility in Fort McMurray. "All of this (spending) is 
to support the coal, the grain, the pulp, the lumber and all the byproducts from the 



oilsands, whether it's petroleum coke or sulphur. All of these commodities are growing in 
line with the region's economic activity." 

CN hasn't exactly ignored southern Alberta, either. On Tuesday, it announced plans to 
invest $200 million in its new 680-acre Calgary Logistics Park. The project will include a 
state-of-the-art intermodal terminal for containerized goods and more than two million 
square feet of warehouse space. 

The new distribution facility in Rocky View County, northeast of Calgary, will be just 10 
kilometres from Calgary International Airport. 
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