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EXECUTIVE SUMMARY

» The acquisition by CP of Kansas City Southern again raises a long unresolved issue in CP’s
capital structure

*  CP’s 4% perpetual consolidated debenture stock (CDS) is a small class of obsolete securities
without the features normally attaching to modern debt or equity instruments.

* The CDS constitutes a first charge over the whole of the undertaking, railways, works, rolling
stock, plant property and effects of the Company, with certain exceptions.

* The USD denominated CDS contains a gold payment clause which, although unlikely to be
reinstated or enforced by the U.S. or Canadian Courts in most circumstances, creates ongoing
uncertainty and limitations.

* The continuing existence of the CDS limits CP’s flexibility in its financing activities and in
any business combinations or restructurings which CP might contemplate, including the
merger with KCS.

* In 1996 CP was unable to convert the CDS into a more modern instrument with retraction
provisions enabling it to call in and eliminate the CDS when required.

+  Between 1996 and 2001, CP eliminated all the other 19™ century securities in its capital
structure.

* A well-designed Plan of Arrangement which fully retracted the CDS would remove the
constraints and potential liability arising from the CDS and free CP to pursue its corporate and
financing objectives with a clean balance sheet.



CORPORATE HISTORY OF CANADIAN PACIFIC RAILWAY COMPANY
... and many a fortune lost and won, and many a debt to pay

(Gordon Lightfoot - Canadian Railway Trilogy)

Canadian Pacific Railway Company (“CPRC”) was incorporated by Letters Patent in 1881
pursuant to The Canadian Pacific Railway Act and was governed by this special Act and
subsequent amendments passed by the Parliament of Canada for over 100 years.

In 1971, CPRC adopted the name Canadian Pacific Limited (“CPL”) to reflect the diversity of
its business operations which by then had expanded to included real estate, hotels, energy, ships,
airline and forestry interests.

In 1984, CPL was continued under the Canada Business Corporations Act (“CBCA”). In moving
to the jurisdiction of this modern corporate statute, it became subject to a more extensive and
flexible regime of corporate governance which included mechanisms such as the section 192
Plan of Arrangement provisions.

In 1990, CPL attempted, pursuant to a section 192 Plan of Arrangement, to spin-out a significant
portion of its real estate assets represented by Marathon Realty Ltd. This plan was ultimately
declined by the Ontario Courts after a “fairness hearing” that highlighted the uncertain or
ambiguous equity entitlements and rights of the 4% Preference Shares.

In 1996, CPL undertook a reorganization under which it became a wholly owned subsidiary of
a new publicly held company that assumed the name Canadian Pacific Limited (“New CPL”).
Rather than roll the railway and other assets down into the new subsidiaries, CPL rolled all of its
non-rail assets up into the New CPL and reverted to its original CPRC name. As part of this Plan
of Arrangement, the 4% Preference Shares were converted into common shares after extensive
negotiations with the majority holder, and the longstanding dual class share structure was
simplified.

CPL attempted to address the CDS at the time and while it succeeded in retiring a portion of the
class, about 1/3 remained, particularly the USD denominated instruments. New CPL committed
to maintain a AAA rating on the CDS and provide a supporting letter of credit from a major
Canadian bank.

In 1998, New CPL and CPRC eliminated the remaining classes of antiquated securities in a Plan
of Arrangement with the Ontario & Quebec Railway Company (“O & Q) and the Toronto Grey
& Bruce Railway Company (“TG & B”) security holders.

In 2001, New CPL and its subsidiaries undertook a final reorganization (the “Starburst”) and
split into five separately owned public companies. The shares of the railway subsidiary CPRC
were transferred to a newly incorporated public company known as Canadian Pacific Railway
Limited (“CPRL”) which is the Canadian Pacific entity we know today. Post 2001, references to
“CP” or the “Company” refer to CPRL and its subsidiaries, including CPRC, collectively, as the
context requires.



HISTORY OF THE 4% PERPETUAL CONSOLIDATED DEBENTURE STOCK

In the course of its long corporate history, and particularly in the early days of acquiring and
building the transcontinental railway network, CPRC issued or assumed a variety of debt and
equity securities. Notable among these were its 4% Preference Shares, Perpetual 4%
Consolidated Debenture Stock (the “CDS”), the O & Q Permanent Debenture Stock and shares,
and the TG & B First Mortgage Bonds. None of these instruments had the comprehensive set
of terms commonly found in more modern corporate securities and consequently each of these
instruments have been the subject of controversy and litigation at one time or another.

In the 1990s, through a series of arrangements under the Canada Business Corporations Act,
CPL, CPRC and New CPL successfully retired or exchanged all of the 4% Preference Shares,
the O & Q Permanent Debenture Stock and shares, the TG & B First Mortgage Bonds and
about two-thirds of the CDS.

The continuing existence of a small number of the CDS constitutes a potentially serious
impediment in CP’s capital structure which limits its financing alternatives and constrains its
corporate flexibility in major restructurings, mergers and similar initiatives.

The current proposal to combine CP and KCS presents an opportunity to finally eliminate this
19" century legacy in CP’s capital structure, which KCS would, in any event, be unwise to
accept.

Origin and Rights

The Perpetual 4% Consolidated Debenture Stock was originally authorized by an Act of
Parliament in 1889 and issued in several public offerings between 1893 and 1937 to consolidate
debts incurred or assumed in connection with the construction and expansion of the
transcontinental railway network.

The CDS constitutes a first charge upon and over the whole of the undertaking, railways, works,
rolling stock, plant, property and effects of the Company, with certain exceptions. It is now
also secured by a letter of credit issued by a Canadian bank following the 1996 Plan of
Arrangement and the Company has committed to maintain a AAA rating.

The CDS was issued in US dollars and pounds Sterling. The US dollar certificates specify that
interest is payable twice a year in $20 gold coin (1 oz) of the United States of America. The
Sterling version of the CDS does not have a similar “gold” feature. The US interest payments
have been made in paper currency since a Joint Resolution of the US Congress outlawed gold
payment clauses in 1933, although this Resolution was repealed in October 1977.

The CDS, unlike some of the other old securities, are widely held, a factor which has made it
more difficult to deal with the entire class. In 1996, various groups came forward to represent



the CDS. However, particularly on the U.S. side, none was able to arrange an all-encompassing
resolution. As a result, while two-thirds of the CDS holders agreed to a non-compulsory
exchange or buy-out offer, the entire class was not extinguished.

The CDS therefore remains the last 19th century “antiquated” security in CP’s capital
structure.

The CDS in the 1996 Plan of Arrangement

In early 1996, CPL announced a Plan of Arrangement designed to establish its railway
operations as a separate subsidiary. The common and preference shareholders of “Old CPL”
received equivalent shares of the restructured parent company (“New CPL”) and the railway
assets were left in “Old CPL” which resurrected and readopted the original Canadian Pacific
Railway Company name.

The Old CPL common and preference shares were converted into a single class of New CPL
common shares, thereby eliminating an awkward two class share system in which the old and
obscure class of preference shares had indeterminate equity rights. CPL’s U.S. Debenture
holders were offered a “consent fee” to approve the transaction, payable to holders who
responded to the solicitation.

A non-compulsory offer to redeem or exchange the CDS at approximately two times its then
market value was made and accepted by many of the CDS holders. The remaining CDS
continued as an obligation of CPRC and were no longer a direct obligation of New CPL.
However, New CPL was required to provide a letter of credit issued by a Canadian chartered
bank to secure the principal amount outstanding and one year’s interest on the CDS, and to
maintain a AAA credit rating for the security.

Interestingly, in the 1996 Plan of Arrangement the “subsidiary” spun out its “parent”, a
structure apparently designed to avoid any change of ownership of the rail assets which might
impact the rights of the CDS holders.

Attempts to Deal with CDS in 1996

CPL originally proposed a cash or share offer equivalent to about 1.5X the then market price
to the CDS holders who wished to convert, and a modernization of the CDS instrument to
increase the interest rate to 5% and provide for retraction at par for those who elected or were
deemed to retain their CDS. As the “default” option was retention, this plan assured that the
CDS would not be wholly eliminated at that time. However, the addition of a retraction
provision in a modernized instrument would have, at least, allowed CPL the ability to call in
the CDS at par when future circumstances required.

After lengthy negotiations and Court hearings, as well as a Voting Agreement reached with
21.9% of the CDS (primarily Sterling holders represented through Barclays Bank) the offer to



CDS holders was amended to raise the cash or share conversion to 2X the market price, provide
an irrevocable standby letter of credit in support of the CDS and to maintain a AAA credit
rating. The letter(s) of credit secure and provide for payment of the principal amount of CDS
outstanding plus a year’s interest in the event of the winding up or insolvency of CPRC, or
other non-payment event. The efforts to create a modern instrument with redemption or
retraction rights were abandoned at the time.

The offer made to the holders of the CDS resulted in $120.4 MM of the then outstanding $186.6
MM being retired for cash or CPL shares. The vast majority of the Sterling CDS and
approximately half of the U.S. CDS were exchanged. The significant difference in acceptance
rates between the USD and Sterling holders was presumed to reflect the gold payment
provision applicable only to the U.S. CDS.

The Court process in 1996, and the subsequent appeal, did not determine the substantive merits
of the various rights attaching to the CDS, but only resulted in a “stand pat” situation. Mr.
Justice Blair, in his Reasons, noted “a feature of the US CDS here is that they are stated to
be payable in gold coin, a feature which - if enforceable - makes them worth perhaps
twenty-one times their value as expressed in dollar terms”. At that time the price of gold
was around $420 USD, not today’s $1,750.

Outstanding CDS

Prior to the 1996 Plan of Arrangement there were £46,759,621 and US $65,000,000 CDS
outstanding, having an approximate value of CDN $186,000,000.

At year end 2001, following the Starburst, there was CDN $63.9MM in CDS outstanding, of
which CDN $50.9MM was USD denominated and CDN $13MM was Sterling.

At year end 2020, there was CDN $45MM in CDS outstanding, of which CDN $39MM was
USD denominated and CDN $6MM was Sterling (GBP).



THE CDS PROBLEM

The CDS is a small class of obsolete security without the features normally attaching to modern
debt or equity instruments and there is currently no mechanism in the security’s terms or at law
which permits CP to unilaterally retract any or all the CDS.

While market purchases or private offers from time to time may reduce the number of CDS
outstanding, many of the instruments have undoubtedly been lost, and therefore any transaction
which requires all the bondholders to actively respond will not result in the elimination of the whole
class.

While the CDS is outstanding, CP is unable to offer a first charge in connection with its senior debt
instruments, including the funding required to complete the KCS acquisition.

The uncertainty regarding the gold payment rights and the potential value of the CDS also constitute
a significant obstacle in the event of any restructuring, merger, acquisition or other business
combination involving CP. In the case of the proposed combination with KCS, the KCS
shareholders should be unwilling to accept this unquantified liability, and proper due diligence will
require that it be eliminated as a condition of completing the transaction.

THE SOLUTION

CPL and CPRY successfully, albeit reluctantly, dealt with and eliminated all the other 19" century
securities in the capital structure prior to the 2001 Starburst. The 4% preference shares were
exchanged in CPL’s 1996 Plan of Arrangement. The O&Q and TG & B securities were similarly
eliminated in a subsequent Plan of Arrangement.

A Plan of Arrangement, combining features of the previous transactions would result in the
complete conversion or retraction of the CDS and the elimination of this last anachronism in CP’s
capital structure.

TERMS OF A PLAN OF ARRANGEMENT

A successful Plan of Arrangement would necessarily consider and include these elements.

Complete Redemption of All CDS
» Mandatory/compulsory redemption of the entire class of CDS, with no retention option

This is, of course, essential from CP’s point of view as only the complete elimination of this class of
securities and its unique attributes gives CP the necessary and desired benefits.

Redemption Amount

. Redemption amount with a sufficient premium to compensate CDS holders for the mandatory
retraction of their security, including any past or future rights under the gold payment clause and the
loss of a stable and guaranteed rate of return.
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While there may be a wide range of valuations, the previous history does provide some guidelines as
to a fair and reasonable arrangement that would attract sufficient support and meet the “fairness”
standard contained in the statute.

The conversion price for the 4 % Preference shares in 1996 was at a substantial premium to reflect
the unique nature and attributes of this instrument. In that case it was, at least, easier to come to a firm
agreement as one group held a majority of the Preference shares.

In connection with the 1998 Plan of Arrangement, CP originally offered to purchase the O+Q shares
for $650 and increased this to $800 per share. The final agreed amount was $2,300, an increase of
300% over the initial CP offer. The process for arriving at this value was very imprecise and involved
lengthy negotiations between CP and the Pope Group who held or represented a substantial portion
of the securities.

In 1996, the non-compulsory offer for the CDS was approximately 2X the prevailing market price. A

compulsory offer would likely have to exceed this level to be successful and attract the necessary
acceptance level.

Consent Fee

* Consent fee payable to CDS holders who respond and support plan
The consent fee is a similar concept to that used to secure support from the CPL’s U.S. Debenture

holders in the 1996 Plan of Arrangement. As the CDS are widely held, the consent fee is an additional
inducement and mechanism to encourage a sufficient voting response to approve the Plan.

Cash or Share Payment

* The redemption amount and consent fee would be payable in cash or CP shares, with the default
option being cash.

The CDS holders can be provided with the option to accept payment in CP shares which will,
presumably, provide a tax deferral. The default option of cash will ensure that the entire class is

redeemed and will result in a benefit to CP, as it is unlikely that 100% of the CDS will ever be
surrendered, and the remaining payment obligation will ultimately expire.

Voting Threshold

» This is the acceptance level required and set by the Court to approve the arrangement.

For a compulsory redemption to be binding upon the entire class, it is likely that the Court will require
an approval level of at least 2/3 of the independent CDS holders.



BENEFITS TO CP

A Plan of Arrangement which eliminated the CDS would improve CP’s position on both the financing
and any corporate restructuring or reorganization involved in completing the KCS acquisition.

It would also remove possible objections from the KCS side.

Eliminate Gold Clause Uncertainty

* Retracting the CDS eliminates a potential impediment to the KCS transaction. KCS would be
imprudent to expose its shareholders to the uncertain and unquantified liability of the CDS. The
existence of the gold clause restricts certain corporate actions which CP may undertake in
connection with the acquisition and integration of KCS. The prospect of past or future interest
payments being made in gold coin at $20 per ounce (now over $1,700) would be forever
precluded.

Improved Debt Security

*  Without the CDS, CP would be able to secure its senior debt as a first charge on the railway assets
and undertaking for the first time in over 125 years. This is significant, as CP requires an estimated
9.3B in financing to complete the KCS transaction.

Cost Efficiencies

» The proposed plan ends the ongoing costs of maintaining the CDS, the cost of the letters of credit
(annual premium and trustee fees), as well as the administrative costs of maintaining a very small
class of security holders. CP would also be relieved of its commitment to maintain a AAA credit
rating on the CDS.

* The Plan of Arrangement would finally and ultimately eliminate the CDS instruments which are
lost and convert them into an unsecured and non-interest bearing liability for a period of time (two
years), at which point, the obligation would expire.

DISCLOSURE

The writer is a beneficial owner of CDS and has represented CP security holders in several of the Plans
of Arrangement discussed in these notes.
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Ca.néxdié_n Pacific Railway Company

THE COMPANY i

The Canadian Facific Ralway Company cperates divectly about 13,402 mila of railway, the
main lines of which extead fom St Johns New Brunswick. to Vaneouves, Brish Columbia. [e
alse conwmols through majority mtock owmership 4,963 miles located principally iz the United
States. making the total milsage of the system 19,661 mies [a additien the Company cperates
directly its own steamship lines to European and Aasiatc portz

THE CONSOLIDATED DEBENTURE STOCX

The Consolidated Debenturs Stock is the premier security of the Canadiaa Pacifie Railway
Campany,

Thiy stock is antharized by an Ast of Parliament of the Dominien of Canada, pasied m 1389,
and subsequent Ac. By the terms of the Act of 1889 the Stock, subject to carmin pricritie ere-
ated in yespect to charges existing at the time of jssue and to the payment of any peaalty tmpesed
for non-complispes with the reguiiements of "The Railway Act™ respecting returna to be made
ta the Minister of Railways and Canaly, and ts the payment of working expenses as defined by

law, is a first charge upon and over the whels of the undertaking, raiways, worls, rolling stock,

plant, property and effecis of the Company (escept lands reczived by way of mubsidy); including
all rights of the Campany in the several railways held by iz uader lease and all branches or extza-
sions of the zaid railways now held by tha Company cither a3 lessesa or propristory thereol

The interest on the Conclidated Debearre Steck is, therefore, a frat charge subjest ta the
priorities referTed to above, upen the net sarnings of the Campany derived from it3 operation of
its railway lmew

The pricrities menticned in the Act as being ocutstanding in 1889 naw aggTeqate apprezimarely
$38.651,724. Thess securides aze iasued in rerpect to only },642 miles of railroad, while the lines
embraced in the Canadian Pacific Railway trafic retuma aggreqals 13,402.2 miles

The Consclidated Debenture Stock is nat redecable and is entitled to intsrest at the rats
of 4% per annum, payable semi-annually on Jasuary | and July 1. Upca the sale of the
$25,000,000 now offered there will be cutsmanding in the hands of the public an aggregata amount
of $232.644,882, lisuss of the stock may be made from Eme to Hme when authorized by Ast
of Pariiament and by at least two-thirds of the votes of tha Preferencs and Common shareholders
present or represantsd at 2 Special Ceneral Meeting called for the purposs.

EARNINGS

The net earnings of the Canadian Pacific Railway System in the year ended .Deu:nbe: 1
1920, were $33,153,044.60, while the ne? earnin g3 from ocesn and ecaszal gtu:u.:hm‘ telegrapha
hotels, investments ete., weve 310,966,447.81, or a toral of $44.119,452.41. Tha intersst and
dividend requiemens of the secusides waderlying the Consalidated Debenture Stock were
$1.507,356.20 and interssc charges on the Caonsclidated Debenturs Stock wes $7,181,587.30,
which together with reatals and intsest on equip ment cbligations mada toul fxed charge for the
vear 1920 of $10,775.408.99. For the past ten and one-half yeass the Company has earzed &

vearly average of 4.74 times the fxed charges.

In the tea months ended Qezober 31, 1921, net carnings have increased §1,754,196 0z 81 %
ever the corresponding peried in- 1920,
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The following tble gives the condensed incsme account of the Com
: : Pany far th =
pre-ha)f year period July I, 1910, to December 31, 1920, showing tortal cpe:‘d:gc-:znkd
amount available for Axzd charges and. net incame: ; on

Year Ended Total Opar, Avuilable for
Juzg 30 Reveanua Fized Charyes Fized Charges Nat lacome
1913......,.0y  3104,187,208 = 342.732.21% 314,011,071 332721, le4
1912. o vuoanete s 123,319,541 43,581,277 10,524,337 - 39,038,340
pIL £ C E e 139,358,700 £4,049,549 10,378,392 43,213,237
191450 o <vnnri v 123,814,824 43,397,958 10227311 34,570,848
1918..... A 2 93,365,210 43,049,407 10,448,510 32,803,297
"I s avswsnion 123,431,438 37,243,338 10,304,196 46,337 330
1918%: in v it 76,217,963 36,148,047 K,132.351 31,013,436
191799, 0,0 ceins 152,339,338 45,290,433 10,229,143 45.081,492
1918%%, ., .venn 157.537,598 42,437,163 18,177,313 32,299,649
1919%%, coiisany 174,929,069 41,932.373 10,161,310 31,320,263
1920%%. . .is0, 218,841,349 © 44,119,492 10,775,409 33.344,083

° Er a0 cuied Decmsber 31
" Yor wmded Decmmper JL.

EQUITY .
The Consolidatad Dehenturs Stock has priority over 380,681,921.12 Preferencs Stack and

3260.000,000 Comman Stock. The Preferencs Stock has reczived regular 4% dividends with.

-out intetrupdon sincs ity buance in 1895, The Common Stock has paid dividends conznnoualy
sinca [882 with the exception of the yesr [895. The rats sinca 1912 has heea 10 per an-
tum. Al preseat market prices the Preference and Common Stocks indicaze an equicy of

over 3357,000,000. '

PRICE RECORD

The Canadiaa Pacifc Railway Conclidated Debeaturs Stoek has been listed for many years
on the London Stock Exchange. [w high prics was 11815 in 1902 and for the fourtees yeara
preceding the cutbreak of the World War, averaged wall abeve the average pricas of premies
American railyoad frst morigage bonds, viz: :

Average prizs Canadism Paciie Debenture Stack ...... i vialRe e evsapnay 10T
C " Atshisea, Tepeka & Soata Fo Ceneral 48 vovcvavvraiinene., 1004
" .“N'M’&mu““ R TR R TR visENIalseneaen 10[,13
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' CONFIDENTIAL

Canadian Pacific Railway Company

Ofics of the President

Maotreal, Dec.tmbc_'- 19th, }921.

The Naticpal City Company,
Naticral Giy Bank Building.
New Yorz. N. Y.

Dear Sira:
Referring o your purchase of Tweaty-fve Million Dollars ($25.000,000) Canidian Pacifie
Railway Company Four per camz. Copsolidated Debenture Stock. | beg to advise you that zaid

Stock is authorized by an Act of Parliament of the Dominion of Canada p tn 1889 and
subsequent acts.

By the tarma of the Act of 1339 the Stock, subjecz ta the priorities sruated in reapect to
charges exirting at the time of such issoe and to the payment of any penalty tmposed fer nen-
complianca with ths reguirzmsand of "The Railway Act” respecting returas io be made tu the
Minister of Railways and Cacals, aad to the payment of working expenses as af prment defined
by law, is a fizst charge upoa and over the whole of the undermaking, railways, werks, roiling
stock, plant, property and effscty of the Company, excapt lsnds recsived by wey of mbudy -
dndiunﬂ:hcd;huof&c&mamhthcuvwﬂ railways held by it under lessa and all
branches oz extensions of the said railways new hdd by tha Company cther as lemems or pro-
prictors therwof. ¢ <"

The intermst on the Conasclidated Dabentire Stock i thersfore, a firat charge, rubject to the
prior securides referved to above, upen the mst caringy of the Campany derived from the opera~
tion af its railway lines.

The wndexiying secarities meationed in the Act as beag cunta:‘adin.t pricr to 1889 now agrre-
gats approximately $38,651,724. These securities ars iasued In rerpect to ealy 1,642 wmilea of
railroad, whils the Lnes «mbracad in tha Casadian Picifie Railway mafic remms sgzegare
13.402.2 '

The net carmings of ths maiway systsm iz the year ended Decamber 31st. 1920, were
£33,133,044.60, while tha et exrzings from ocsan and ccasral steamships. tclegrapha hotels.
inveatments, ste. were 310,966,447.81, ot a toeal of $44.119,492.41, The interes and divi-
dead requirements of the securities underiying the Debentaze Steck were $1,907,396.20 and
the intasest charges on the Consclidated Debenture Seock were $7,181,587.30, which together
with rentals and intsrest on equipment cbligations made total Ezed charges for the year 1920 of
$10,775,408.99.



re vt4

The Conaclidated Debeature Stock o not redeemable and s eatided to interest at the 1ate of
Lkt exceeding Four -Per Cent per anaum, payable semi-anaually on the firmx days of Jaswary 3ad
July. There will be cutsanding in the hands of the public, neluding the $25,000,000 measiaasd, -
an aggregats amount of $232.644,882. |imues of the Stzck may be made from tme o tme
when authorized by Act of Parliament and by at least twe-thirds of the vetes of shareholders, -
preseat of represented at a Special General Mesting called for the purpose.

Ia the event of default continuag for ninety days of the payment of a portion of an instalment
of the intevest due, conytinuting not lees than 10 per cant of mch stalment of interest, on the out.
sranding Consolidated Debenture Stock, holders of Debeature Stock smed and oumtanding shall
have the right ta vots thereon as shareholders at ull Meesings of the sharcholders of the Company

. in the proportion of ena vots for svery One hundred dollara thereof, and shall have all ihe righn

and powers of preferencs and ordinary sharebolders, and from and after the period at which
holdess of the Coniclidated Debentura Steck acquire such right. the preference and ordinary
sharsholders or holders of the commen nock shall cease to have the right to vota ar act as share-
bolders of the Company untll all interest in arrear shall bave beea paid.

The Debhentura Stock has priority over 380,681,92].12 Preferenca Stock and $260,000,000
common stock. The Preferenca Stock has recsived dividends without mtsrropdon sincs ity ism-
ance in 1895 at the rats of Four per cent per anzum. The common stock has paid divideads cone
tnucusly since 1882, with the exe~ntion of the year 1895, The rata sincz 1912 has beza Ten per

cenl per Annum.
Yours very muly,

CANADIAN FACIFIC RAILWAY COMPANY
(Sizmed) E. W. BEATTY.

Presideat
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PERPETYAT" FOUR PER CENT CONSOLIDATED DEBENTURE STOCK
This is to Cernfy that the Bearer is the owner of
One Thousand Dallars

(in currency of the United States of America) of the perperual Consolidated Debenture Stack of
the Canadian Pacific Railway Company, bearing interest at the rate of four per cent per annum
payable half-yearly on January | and July 1, in each year, in gold coin of the United Starag of
America at the Agency of the Bank of Monrreal in the Borough of Manhartan. City and State of
New Yerk, United Stares of America, upon presemtation and surrender, as they severally mature,
of the interest coupons hereto amached.

This certificate bears coupons for the payment of interest to and inclusive of January 1,

12002, and after they shall all have matured the Company will, on presentation and surtender of

this Certificate, issue 1o the holder a new certificate in substantially similar form and of like imemt .
for the same amoum of the Consolidated Debenture Stock, bearing coupons for future interess.
The said Cansolidated Debenture Stock is issued under the provisions of the Act of the
Parliament of Canada, 52 Victoria, Chapter 69, entitled “An Act respecting the Canadian Pacific
Railway Company,” and subsequent Acts supplemental thereto, to which Acts and the By-Laws
of the Company reference is made for a starement of the security of the said Consolidated
Debenture Stock, and the rights of the holders thereof. Copies of the said Acts and By-Laws are
on file at the office of the Transfer Agent of the Company in the said Borough of Manhattan, Ciry
of New York. The Consclidated Debenture Stock represented by this Certificate is transferable
by delivery hereof: bur the holder may exchange this Cerificate with all unmatured interest
coupons at the said office of the Transfer Agemt for a certficate for the same amount of the
Consclidared Debenture Stack registered in his name bearing interest as aforesaid, but without
interest coupons and transferable at the said office of the Transfer Agent by the registered owner
in person or by his duly autharized anorngy. In like manner any such registered certificate may be
exchanged for a certificate in bearer form for the same amount of the Consolidated Debenture
Stock. bearing coupons for interest as aforesaid payable to bearer. Coupon cenificates are issued
only in denominations of $100, $500 and $1000, and registered centificates anly in denominations
$100 and muliriples of $100, but cemificates of any such denominarions may be exchanged for
certificates of other such denominations for the same amount of the Consolidated Debenture
Stock.

For any such cxchange and for any registered transfer of Consclidated Debenture Stock
the Company may require the payment of a sum sufficient to reimburse it for any government tax
or charge connected therewith and a further sum nor exceeding Two Dallars for each new
certificate issued upon such exchange or ansfer. This Certificate shall noc be valid until
countersigned by the Transfer Agent and by the Registrar of Transfers.

‘ A
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THIS CER‘I‘IFICATE'IS ISSUED IN SUBSTITUTION FOR AND PURSUANT TO A
PRIOR CERTIFICATE BEARING THE SAME SERIAL NUMBER i

‘In Witness Whereof, the Company has caused this Certificate to be signed by its President
or on his behalf by an official appointed for that purpose by the Board of Directors and by the
Secretary or Assistant Secretary of the Company and the artached interest coupans to be executed
with the facsimile signature of its Secretary.

FOR THE PRESIDENT, BY AUTHORITY OF THE BOARD OF DIRECTORS:
COUNTERSIGNED
THIS

BANK OF MONTREAL TRUST COMPANY
(new york) transfer agent,

BY

AUTHORIZED SIGNATURE.
SECRETARY,
COUNTERSIGNED AND REGISTERED

THIS

MANUFACTURERS HANOVER TRUST COMPANY
(new york) registrar of transfers,

AUTHORIZED OFFICER.

¥
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