INTERCITY PASSENGER RAIL IN CANADA
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History of Passenger Rail in Canada
Coast to coast rail service was a condition of Canadian Confederation in 1867

Passenger Rail in Canada A%

= Canadatoday is:
— 33.7 million people
— 10 million km? of land
— Extreme landscapes, climates and seasons

» Rail played a major role in building Canada

» The first railway operated in 1836 (the Champlain }
and Saint Lawrence Railroad) in the Montreal
region, followed by an extensive expansion
facilitating the creation of Canada as a unified
country

Discover Canaﬂa

Click on a destination to see a detaile
men

= Passenger rail was originally operated by various
companies, consolidating into what later became
CN (Canadian National) and CP (Canadian

Pacific)
Victoria e AW
g
-
M{ﬂuh ok w‘,/ Niagara Falls
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History of Passenger Rail in Canada

VIA Rail was founded in 1977 as a Crown Corporation by merging
the passenger services of CN and CP

VIA Rail History Historical VIA Operating Results

Values indexed to 1990
= Created by a Cabinet Order-in-Council in 1977

220 Fuel prices
= Passenger services of CN/CP merged into VIA:
— VIA inherited available passenger equipment 200 Sept.11 Revenues
from CN and CP 180
— CN and CP continue to own most of the 160 _
infrastructure (VIA pays fees for access) S
140
= VIA’s operations were reduced by half in 1990, as i
Government funding was reduced 120
= Since 1990, VIA has almost doubled its revenues 100 I Expenses
while absorbing inflation and maintaining current 80 \/
expenses at 1990 levels, while continuing to provide Employees
Canadians with world-class, safe, efficient and 60
environmentally responsible intercity transportation 40
» Since 1990 VIA has continued to innovate and 20
invest to improve service levels and customer
satisfaction 0

1990 1995 2000 2005 2010

Since the network was reduced in 1990, VIA has almost doubled revenues and
absorbed all cost increases
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VIA’s Structure

VIA is a Crown Corporation

/Parliament of Canam

Minister of Transport

VIA’s Structure

= Reports to the Minister of Transport

Board of Directors

= The Vision: We will offer the best travel
experience in Canada Prosidentand

Chief Executive Officer

= The Mission: We work together to exceed
customer expectations every time

= Guiding principles:

Steve Del Bosco Robert St-Jean Yves Desjardins-Siciliano John Marginsen
Chief Marketing Chief Financial and General Counsel Chisf O m?n Officer
and Sales Officer Administration Officer and Secretary paraing LR

° I fOCUS 0 n th e CU Sto m e r *Marketing «Finance and Contral =General Counsel =Transportation

+Sales «Audits. +Secretary +Engineering
. «Customer Relations. «Purchasing «Official Languages «Maintenance

> I take aCt|0n and am a.CCOU ntable *Revenue Management and “Insurance +Access to Information and «Facility Management

Pricing sInvestment Management Privacy sInventory Management
. . +Business Development «Corporate Plan «Media and Community Relations. +Major Capital Programs
o I am f|EX|b|e and Contnbute to Change “Finanaial Analysis +Stakeholder Relations (Equipment & Infrastructure)
Train Service Agreements ~Corporate Sodial Responsibility
. *Day-to-day relationship with
* | make the difference Sharshlder

Denis Pinsonneault . Jean Tieme:

Laurent Caron - Yves Bourbonnais o - o il o .
- Chief Customer ! a Senior Director, Safety, Security
Chief People Officer . Chief Information Officer

Experience Officer and Risk Management

= VIA operates over infrastructure (98% of the Sucesssion Mansgement Customer Experancs T Semuy Corpente Sovty

+Performance Management *Customer Advocacy Teams =Architecture *Health

netWO r‘k) OWned by freig ht rai IWayS sLabour Relations *Real Estate +Applications Development «Security
sLearning and Development sMaintenance <Environment
+Total Compensation “Infrastructure +Regulatory Affairs
«Pension / Benefits Administration «Service Desk
+Business Advisory Services
*Recruitment

+Internal Communications.

The Government’s Program Activity Description for VIA:
“A national passenger rail transportation service that is safe, secure, efficient, reliable,
and environmentally sustainable and that meets the needs of travellers in Canada.”
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History of Operating and Capital Funding

Summary of VIA’s productivity improvements over the years, implemented to
ensure efficient and cost effective delivery of train services, together with the
history of capital funding

Government Operating Subsidy Government Capital Funding
In millions of current $ In millions of current $

4
450 1 $923M Program
400 A 350 ~
350 A 300 A o T
04 0 e e e e ——— 250 -

$402M Program
250 -

200 A

200 -
150 A

150 +

100

50 - 50 A
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1990 1995 12000 _ _ _ _2P05 | 2010

|
1
|
|
|
1
|
| 100 +
|
1
|
|
1990 1995 2000 :

Through aggressive cost-cutting and revenue growth, virtually doubling revenue, VIA
was able to significantly reduce its operating subsidy and absorb inflation since 1990,
while maintaining the train services network
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Current Network
VIA currently serves over 4M passengers per year through three
types of services

VIA Raﬂl Canada

Mandatory services
= Connecting small communities
= Public service obligations
= $50M capital invest. 2007-2012
= On a shared allocation* basis:
- 111K passengers served
- $6M in revenues
- $38M in costs

- $231 deficit/passenger
Prince Rupert Prince
George .
« Churchill
Courtenay Edmonton Pukatawagan
Victoria Jasper
Vancouver . .
Calgary Jonquiére Gaspé

Regina Moncton

Winni Senneterre
) innipeg
- Corridor White River

= Transcontinental Sudbury
- Mandatory Routes

Ottawa Quebec Halifax

Montréal

Toronto
Niagara Falls

Sarnia

* Shared allocation equals direct plus a proportion of common costs and revenues Windsor London
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Key Facts About VIA Rail Canada

A

GREEN Z- CHOIX

12,500 km network with 500 trains per week serving over 450 Canadian communities
Maximum speeds of 160 km/h on shared tracks with freight railways

417 rail passenger cars and 74 locomotives in service

Four modern maintenance facilities and 159 stations

Less than 3,000 employees (headcount reduced from 4,500 to <3,000 (- 33%) between 1990 and
2010)

More than 4M passengers, or 1.4B passenger-km per year

Cost recovery increased by 74% from 29¢ in 1990 to 54¢ in 2010
36% reduction in operating subsidy between 1990 and 2010

On Time Performance between 80 - 85% is a challenge

Customer Satisfaction is consistently about 97% (“meet expectation” @ 56%, and “exceed” @
41%)
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The Results

A
GREE
CHOIC

MILLIONS CONSTANT 2010$
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(CONSTANT 2010 §)

B OPERATING
OCAPITAL

2001

-
2003 2005

GOV'T INVESTMENT
OF $402M

STIMULUS

CREATION OF | 20% CUT 10% MORE 50% CUT 4% MORE || PRODUCTIVITY AND
VIA (1978) TO NETWORK TRAINS TO NETWORK TRAINS  [|LABOUR AGREEMENT
MODERNIZATION
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The Results
A disciplined focus on the bottom line has enabled VIA Rail to reduce headcount and

operating costs while increasing revenue

REVENUE & OPERATING EXPENSES

600 -

Operating Expenses*

50
OE‘% 478|H 487} 485

400 A

i) (29 [ L2

=

[Y)

B e B 2 g i
- = ) o) [ i 2

200 A

Bl 185200

Revenues

0
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
*excludes restructuring and non-cash expenses such as depreciation Operating Deficit I:I
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Investing for the future

Current improvements enabled by latest additional Government
funding to deliver VIA’s promise to Canadians

Recent Federal Government support... ...allowed VIA to improve its services using

- - : th m r t
$923M in Capital Funding e same core assets by

Refurbishing its aging train fleet
— Lowering emissions
— Increasing reliability
— Providing better accessibility

2007 $516M in Capital Funding

» Eliminating key infrastructure bottlenecks
= Offering additional frequencies

» Repairing and upgrading stations and service
$407M under Canada’s facilities

2009 Economic Action Plan

»= Improving customer experience (e.g. on-board WiFi)

»= Improving information systems and back
office operations

_________________________________________

} This provides a solid foundation for future longer-term improvements that will enhance the
performance and viability of passenger rail in Canada and reduce the need for Government
Operating Subsidy

10
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Investing for the Future

Details of projects enabled by the $923M Government capital funding

W First locomotive delivery W Last locomotive delivery

|V First car dellvery Last car delivery W

Flrst car deliver |Last car delivery W

Improved on -board W|F|
IT I I
Reservation system, revenue management, automation, security

Facilities Regulatory compliance for fuelling and other facilities

Current VIA Investment Programs

These projects will modernize key elements of rail infrastructure, equipment, stations, and
} information technology required for reliable performance and growth

11
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Intermodality and Interconnectivity

Successful passenger rail systems are fully integrated into the rest of the
transportation system and develop seamless links to other modes

= VIA operates 20 stations from Vancouver to Halifax

that have intermodal links to other modes

» The four top intermodal stations in terms of
passenger volume and/or intermodal connections
(besides cars and taxis) are at Toronto, Montreal,
Ottawa, and Dorval.

» VIA shares stations with commuter trains, subway,
buses, and airport links.

= VIA sells tickets for commuter trains, such as GO
Transit.

= VIA is working with numerous airlines, commuter
trains, bus companies, car sharing organizations
and Amtrak to introduce seamless information,
reservations and ticketing

= Connectivity is being implemented with some
airlines and bus companies, including Red Arrow
from Banff, Calgary, Edmonton, Jasper and Fort

Toronto Union Station
Intermodal Station

i,
‘l'
Aldershot

VIA Rail Canada

——‘-‘-‘_‘_—“ﬁ
Joint Ticketing
VIA/GO Transit

Departs: 08:54 AM Arrives: 14:19 PM

AJAX - TORONTO Departs: 08:54 AM Arrives: 09:38 AM

Train 909 Economy - regular fare ;I

L Service is provided by GO Transit.

Connection time: 1 hour, 17 minutes.

Arrives: 14:19 PM

TORONTO - LONDON Departs: 10:55 AM

Train 85 IEcunuw-supersaver fare LI

¥ Service is provided by VIA Rail Canada.

» Information about this trip

McMurray.
L Shop for Fares ) L Select and continue )
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Key Benefits of Passenger Rail

* Reduces emissions

* Reduces fossil fuel dependency

» Alleviates air and road congestion

» Increases accessibility for disabled

« Enhances mobility

* Enables tourism

« Enhances economic productivity and development

* Increases traveler productivity

* Provides disaster preparedness

* Unites the country and is part of Canada’s cultural identity

« Can improve linkages with the U.S. rail network

13
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Global Trends in Passenger Rail

Expansion of high speed rail:
High and higher speed rail continuing to grow rapidly worldwide

Higher speed lines?

In km in operation
= An additional 30,000 km of high speed rail

16,000 infrastructure is being planned or is under
construction
14,000 — Over 200% increase in global high speed
rail infrastructure, mainly due to the
12,000 : contribution from Asia
Rest of world, incl. U.S.
10,000 - = Approximately 50 countries have invested
in high speed rail
8,000 — Includes almost all other G20 countries,
except Canada, Australia, and Mexico
6.000 Europe » The US plans to connect its high speed
network to major Canadian cities
4,000
= " Within 25 years, our goal is to give 80
2,000 Asia percent of Americans access to high-speed
rail. This could allow you to go places in half
0 the time it takes to travel by car. For some
o ™M (<o) (@)} AN Lo o0} — < N~ o —0
58888 888588  radown S Prosidon Barack obama
— — — i i — — AN [qV} N (qV}

1 Networks capable of operating at speeds in excess of 200km/h
Sources: UIC High Speed Department (update 2010), Oliver Wyman analysis
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VIA Rail Canada ... a National Icon!

Rail services help unite the country; VIA is a recognized part of Canada’s history,
cultural identity and image abroad

VIA Rail passenger network Canada’s 10 most iconic brands

CANADA : POSTES
POST CANADA

o
Prince Rupert ) .
- VIARailCanadd =% >~
hurchi
Cou[‘tena _ Edmonton
- . C = Serves 9 out of the to
Vancouver {Fhe Pas B s € 1op
. p 10 urban centres in Canada

Senneterre /{
Winnipm ; oo . .
White =\ Ottawds Halifax * Links 400+ communities

River 2~ Montreal across the country

Sarniay” Toronto
Windsor. Fondon

Source: Brand Finance Survey, 2009
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Challenges Facing VIA Rail
* Build on the recent Capital Investment Program to reduce the Government
operating subsidy

* Match Capital and Operating Funding to the Train Services Network designated by
the Government of Canada

« Maintain reliable service on tracks shared with host freight railways

* Maintain consistently high Customer Satisfaction at about 97% (meet or exceed
expectations)

» Meet fierce competition from other modes
« Capitalize on the relative fuel cost advantage of rail compared to other modes

* Build on the concept of productive time while on the train (work and
leisure/entertainment, e.g. Wi-Fi)

« Capitalize on Intermodality and Interconnectivity

16
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Canada - U.S. Rail Links

« Amtrak provides rail service between Seattle and Vancouver, New York City and
Toronto, and New York City and Montreal

* VIA provides services to Amtrak, including maintenance of equipment, station
services and ticket selling

« Amtrak and VIA share the responsibility for the Maple Leaf a joint train that
operates between New York City and Toronto, through Niagara Falls

* VIA and Amtrak passenger connections and reservation links are being enhanced

* VIA and Amtrak have a Master Cooperation Agreement and work together and
share information in various areas

» There Is potential to do much more together for the benefit of passengers and
taxpayers

17
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Thank you!
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