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Employee/Pension committee member note - December 1, 2009 - FINAL VERSION

Further to my May 22 update on the CP Pension Plan, | am pleased to inform you that
on December 1, CP announced plans fo accelerate its funding of future pension
obligations through a voluntary prepayment of approximately $500 million to the pension
plan.

The voluntary pension prepayment will reduce volatility in future pension funding
requirements and provides greater predictability in our cash flow.

Including this prepayment, CP’s pension contributions over the last seven years (2003-
2009) total approximately $1.6 billion, including almost $1.1 billion of solvency deficit
contributions. Over this same period, employee contributions total approximately $360
million. :

| have previously reported to you that the pension plan had an estimated shortfall, on a
solvency basis, of approximately $1.6 bilion as at December 31, 2008. This
prepayment, together with improved pension fund investment performance in 2009, will
reduce this shortfall significantly.

It should be noted that the solvency deficit, or shorifall, is calculated using extremely
conservative assumptions governed by federal legislation. The rules for calculation look
at plans as if they were to be terminated. The solvency funding rules, therefore, are
based on a hypothetical wind-up scenario in which the plan would be immediately
terminated. These rules require that the pension plan be sufficiently funded such that
existing pensioners would receive 100 per cent of their benefits and employees would
receive 100 per cent of the future pension benefits earned up to the point at which the
plan was terminated.

The existing legislation requires CP to fund the solvency deficit over a period of & years,
resulting in onerous contributions. This substantial prepayment provides CP with some
flexibility in meeting these contribution requirements over the next several years.

The company also plans to make a voluntary prepayment to the CP Pension Plan for
U.S. Management Employees. Further details will be available following the Soo Line
Railroad Company Board meeting later this week.

Andrew Shields
Group Vice-President
Human Resources and Industrial Relations
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Canadian Pacific makes voluntary prepayment to Canadian defined benefit pension plan

December 1, 2009
Calgary, Alberta

Canadian Pacific (TSX/NYSE: CP) today announced plans to accelerate funding of future pension obligations
through a veluntary prepayment in December of approximately $500 million to the company's Canadian defined
benefit pension plan from cash on hand.

"Canadian Pacific remains committed to reducing indebtedness, extending debt maturities and enhancing near-
term liquidity," said Kathryn McQuade, Executive Vice President and Chief Financial Officer. "The voluntary
pension prepayment will reduce volatility in future pension funding requirements and provides greater
predictability in our cash flow."

"The actions we have taken this year in the capital markets, our asset monetization programs and effective cost
management initiatives have increased our financial flexibility in a difficult economic climate,” added Ms.
McQuade.

CP now estimates its 2010 pension contributions to be between $150 and $200 million after application of a
portion of the prepayment. This range replaces the previous estimate of $250 to $300 million provided in
Management's Discussion and Analysis for Third Quarter 2009, using the same assumptions.

Note on forward-locking information

This news release contains certain forward-looking statements relating but not limited to our cperations,
anticipated financial performance and business prospects. Undue reliance should not be placed on forward-
looking information as actual results may differ materially.

By its nature, CP's forward-looking information involves numerous assumptions, inherent risks and uncertainties,
including but not limited to the following factors: changes in business strategies; general North American and
global economic, credit and business conditions; risks in agricultural production such as weather conditions and
insect populations; the availability and price of energy commodities; the effects of competition and pricing
pressures; industry capacity; shifts in market demand; changes in laws and regulations, including regulation of
rates; changes In taxes and tax rates; potentfal increases in maintenance and operating costs; uncertainties of
litigation; labor disputes; risks and liabilities arising from derailments; transportation of dangerous goods, timing
of completion of capital and maintenance projects; currency and interest rate fluctuations; effects of changes in
market conditions and discount rates on the financial position of pension plans and investments, including ABCP;
and various events that could disrupt operations, including severe weather conditions, security threats and
governmental response to them, and technological changes.

There are factors that could cause actual results to differ from those described in the forward-looking statements
centained in this news release. These more specific factors are identified and discussed elsewhere in this news
release with the particular forward-looking statement in question.

Except as required by law, CP undertakes no obligation to update publicly or otherwise revise any forward-looking
information, whether as a result of new information, future events or otherwise.

About Canadian Pacific:

Canadian Pacific, through the ingenuity of its employees located across Canada and in the United States, remains
committed to being the safest, most fluid railway in North America. Our people are the key to delivering
innovative transportation solutions to our customers and to ensurlng the safe operation of our trains through the
more than 1,100 communities where we operate. Come and visit us at www.cpr.ca to see how we can put our
ingenuity to work for you. Canadian Pacific is proud to be the official rail freight services provider for the
Vancouver 2010 Olympic and Paralympic Winter Games,
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