
  
  

CEO rails at plot against him  

CP risks losing customers in ouster, he says  

By Scott Deveau, Postmedia News; Financial Post March 28, 2012  Edmonton Journal  

Fred Green, Canadian Pacific Railway Ltd.'s embattled chief executive, went on the 
attack Tuesday at an investor day in Toronto, defending his legacy while attacking that of 
his proposed successor, Hunter Harrison, the former CEO of rival Canadian National 
Railway Co. 

Green said Harrison's reputation precedes him in Canada and several of CP's customers 
have said they would consider moving their business elsewhere if Harrison is appointed 
CEO. 

Those other options include CN, which Green said has spent the past few years trying to 
"de-Hunter" itself by mending its once-frayed relations with customers and other 
stakeholders. 

"You can work your way across the breadth of stakeholders, whether it's communities, 
governments, customers, or shareholders, people see the risk attached to this proposal," 
Green said in an interview after the event. 

"The venom that exists in the shipper community towards the dismissive attitude that Mr. 
Harrison brought to the marketplace is what it is." 

He said that sort of attitude was of particular concern for CP's book of business, 80 per 
cent of which was subject to direct competition. Green accused Harrison of not 
understanding the nature of CP's business, pointing to an interview Harrison gave this 
month to BNN in which he said the product was more important than relationships. 

"At CP, relationships matter," Green said, pointing to two recent 10-year agreements with 
Teck Resources Ltd. and Canpotex Ltd. 

The fiery words from Green were among his first since a proxy battle at the railway 
kicked off earlier this year. Activist investor Bill Ackman's New York-based hedge fund, 
Pershing Square Capital Management LP, has been seeking to replace Green with 
Harrison in a management shakeup aimed at improving CP's chronic underperformance. 

CP's board has rebuffed the efforts. It remains committed to Green and his plan to 
improve the railway's operating ratio to between 70 per cent and 72 per cent for 2014, 
down from 79 per cent at the end of the fourth quarter. The lower the number the better. 



Harrison's goal is an operating ratio of 65 per cent by 2015 if he were to become CEO. 

CP described Harrison's operating ratio target as a "shot in the dark" Tuesday, and again 
accused him of having no real plan for achieving it. 

The Oliver Wyman Group, an independent consultant hired by CP to gauge the feasibility 
of both plans, concluded Harrison's target was "not possible" while CP's was both 
"reasonable and achievable" and also took into consideration the steeper grades and 
greater curvature of CP's network, which it estimates adds about 6.7 per cent to its 
operating ratio. 

"Curves and grades (are) physics, and the dismissive comments by Mr. Harrison indicates 
a clear lack of research or understanding, or both," Green said. 

The proxy battle appears headed toward a shareholder vote on May 17 in Calgary at the 
company's annual general meeting. 

CP will pit its slate of nominees for the board against Ackman's, which will consist of six 
new nominees and existing board members, and is expected to be finalized by the end of 
the week. 

Ackman addressed the attacks on Harrison's reputation after the event. 

"The facts speak for themselves: Under Hunter's leadership, CN had a better service 
record than CP. Under Fred Green's leadership, CP lost market share to CN. As Mr. 
Green reminds us, customers vote with their feet. Hunter looks forward to competing 
hard for and earning customers' business," he said in an email. 

Bob Ballantyne, president at Canadian Industrial Transportation Association, which 
represents shippers across the country, said Harrison had a bad reputation in the industry 
when he was CEO of CN, and he blamed him for two federal reviews of safety and 
service in the rail industry in recent years. 

But Ballantyne said CP is now the cause of most complaints in the industry due to the 
operational issues it has faced in recent years, which he blamed both on mismanagement 
and external factors. 

Edward Jones analyst Brian Yarbrough said Harrison's reputation as an operator will 
likely overshadow the swings taken at him Tuesday. 

"The track records speak for themselves," he said. "When you have a plan, it can be the 
best plan in the world, but if you can't execute on that plan, what does that mean? That 
has been the problem with Fred Green. He hasn't been able to execute." 

Green said he didn't think he had a credibility issue. 



"People will say what they need to say," he said. "I understand that. My job is to look at 
the results. You look at the multi-year plan. You look at the results for the last year and a 
half and the momentum being built and the financial results follow." 

 


