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Note 16: Other Liabilities
Included in non-controlling interest in subsidiaries as at October 31, 2007
were capital trust securities totalling $1,060 million ($1,060 million in
2006) that form part of our Tier 1 regulatory capital (see Note 19).

Customer Loyalty Program
We record the liability associated with our credit card customer loyalty
program rewards in the period in which our customers become entitled
to redeem the rewards. We estimate the liability using the expected
future redemption rate and apply the cost of expected redemptions. 
Our estimate of the expected redemption rate is based on statistical
analysis of past customer behaviour. The costs of our loyalty program
are recorded as a reduction in non-interest revenue, card fees in 
our Consolidated Statement of Income. The liability is included in 
other liabilities in our Consolidated Balance Sheet.

Change in Accounting Estimate
During the year ended October 31, 2007, we increased the liability
for future customer redemptions related to our loyalty rewards program
in Personal and Commercial Banking Canada’s MasterCard business.
The impact of this change on our Consolidated Statement of Income for
the year ended October 31, 2007 was a reduction in non-interest revenue,
card fees of $185 million, a decrease in the provision for income taxes
of $65 million and a decrease in net income of $120 million. 

During the year ended October 31, 2005, we increased the estimate
of the liability for future customer redemptions related to our loyalty
rewards program. The impact of this change on our Consolidated State-
ment of Income for the year ended October 31, 2005 was a reduction 
in non-interest revenue, card fees of $40 million, a decrease in the 
provision for income taxes of $14 million and a decrease in net income
of $26 million.

Note 17: Restructuring Charge
On January 31, 2007, we recorded a restructuring charge of $135 million
in our Consolidated Statement of Income. The objectives of the restruc-
turing are to enhance customer service by directing spending and
resources to front-line sales and service improvements, creating more
efficient processes and systems and continuing to accelerate the 
pace of growth.

The charge relates to the elimination of approximately 1,000 
positions in primarily non-customer-facing areas of the company 
across all support functions and business groups. Of the charge, 
$117 million relates to severance-related costs, $11 million is associated
with premises-related charges and $7 million relates to other costs. 

The restructuring charge has been recorded in the Corporate Services
operating group. The actions under the restructuring program are
expected to be substantially complete by the end of the first quarter 
of 2008.

Premises-related charges include lease cancellation payments for
those locations where we have legally extinguished our lease obligation
as well as the carrying value of abandoned assets.

We engaged a professional services firm to provide us with strategic
and organizational advice with respect to the restructuring initiatives. 
A charge of $7 million for these services has been included in the restruc-
turing charge.

(Canadian $ in millions) 2007 2006 

Acceptances $ 12,389 $ 7,223 
Securities sold but not yet purchased 25,039 15,398
Securities lent or sold under repurchase 

agreements 31,263 31,918

$ 68,691 $ 54,539

Acceptances
Acceptances represent a form of negotiable short-term debt that 
is issued by our customers and which we guarantee for a fee. We have 
an offsetting claim, equal to the amount of the acceptances, against 
our customers. The amount due under acceptances is recorded as 
a liability and our corresponding claim is recorded as a loan in our
Consolidated Balance Sheet.

Securities Sold but not yet Purchased
Securities sold but not yet purchased represent our obligation to deliver
securities that we do not own at the time of sale. These obligations 
are recorded at their market value. Adjustments to the market value 
as at the balance sheet date and gains and losses on the settlement 
of these obligations are recorded in trading revenues in our Consolidated
Statement of Income.

Securities Lent or Sold under Repurchase Agreements
Securities lent or sold under repurchase agreements represent short-term
funding transactions where we sell securities that we already own and
simultaneously commit to repurchase the same securities at a specified
price on a specified date in the future. The obligation to repurchase
these securities is recorded at the amount owing. The interest expense
related to these liabilities is recorded on an accrual basis. 

(Canadian $ in millions) 2007 2006 

Other
Accounts payable, accrued expenses 

and other items $ 7,760 $ 7,196 
Accrued interest payable 1,893 1,441
Non-controlling interest in subsidiaries 1,329 1,359
Liabilities of subsidiaries, other than deposits 387 112
Pension liability (Note 23) 11 20
Other employee future benefits liability (Note 23) 675 630

Total $ 12,055 $ 10,758



Note 18: Subordinated Debt

The term to maturity and repayments of our subordinated debt required over the next five years and thereafter are as follows:

Redeemable
(Canadian $ in millions, Interest at our option Over 2007 2006
except as noted) Face value Maturity date rate (%) beginning in 1 year 2 years 3 years 4 years 5 years 5 years Total Total

Debentures Series 12 $ 140 December 2008 10.85 December 1998 $ – $ 140 $ – $ – $ – $ – $ 140 $ 140 
Debentures Series 16 $ 100 February 2017 10.00 February 2012 – – – – – 100 100 100 
Debentures Series 20 $ 150 December 2025 to 2040 8.25 not redeemable – – – – – 150 150 150 
Debentures Series 22 $ 150 July 2012 7.92 redeemed – – – – – – – 150 
7.80% Notes US$ 300 April 2007 7.80 matured (2) – – – – – – – 336 
Series A Medium-Term Notes

2nd Tranche $ 150 February 2013 5.75 February 2008 – – – – – 150 150 150 
Series C Medium-Term Notes

1st Tranche $ 500 January 2015 4.00 January 2010 (3) – – – – – 500 500 500 
2nd Tranche $ 500 April 2020 4.87 April 2015 (4) – – – – – 500 500 500 

Series D Medium-Term Notes
1st Tranche $ 700 April 2021 5.10 April 2016 (5) – – – – – 700 700 700 
2nd Tranche $ 1,200 June 2017 5.20 June 2012 (6) – – – – – 1,200 1,200 –

$ – $ 140 $ – $ – $ – $3,300 $3,440(7)$2,726
BMO Trust Subordinated Notes

Series A $ 800 September 2022 5.75 September 2017 (1) – – – – – 800 800 –

Total $ – $ 140 $ – $ – $ – $4,100 $4,240 $2,726

required to consolidate (see Note 8); therefore, the BMO TSNs – Series A
issued by SN Trust are not reported on our Consolidated Balance Sheet.
SN Trust used the proceeds of the issuance to purchase a senior 
deposit note from us which is reported as a business and government
deposit liability on our Consolidated Balance Sheet. All of the BMO TSNs
– Series A will be exchanged automatically, without the consent of 
the holders, into our Series E Subordinated Notes upon the occurrence
of specific events, such as a wind-up of Bank of Montreal, a regulatory
requirement to increase capital, violations of regulatory capital 
requirements, or changes to tax legislation.

We have guaranteed the payments of principal, interest 
and redemption price, if any, and any other amounts on the BMO 
TSNs – Series A when they become due and payable. This guarantee
is subordinate to our deposit liabilities and all other liabilities, 
except for other guarantees, obligations or liabilities that are 
designated as ranking either equally with or subordinate to the 
subordinated indebtedness. 

The senior deposit note bears interest at an annual rate of 
5.90% and will mature on September 26, 2022.
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(1) Redeemable at the greater of par and the Canada Yield Price (the yield on an issue of
non-callable Government of Canada bonds) prior to September 26, 2017, and redeemable 
at par commencing September 26, 2017.

(2) Redeemable at our option only if certain tax events occur. 
(3) Redeemable at the greater of par and the Canada Yield Price prior to January 21, 2010, 

and redeemable at par commencing January 21, 2010. 
(4) Redeemable at the greater of par and the Canada Yield Price prior to April 22, 2015, 

and redeemable at par commencing April 22, 2015.

(5) Redeemable at the greater of par and the Canada Yield Price prior to April 21, 2016, 
and redeemable at par commencing April 21, 2016.

(6) Redeemable at the greater of par and the Canada Yield Price prior to June 21, 2012 
and redeemable at par commencing June 21, 2012. 

(7) Certain subordinated debt recorded amounts include quasi fair value adjustments of $6 million
as they are included as part of fair value hedges (see Note 9).

Subordinated debt represents our direct unsecured obligations, 
in the form of notes and debentures, to our debt holders and forms 
part of our regulatory capital. The rights of the holders of our notes 
and debentures are subordinate to the claims of depositors and certain
other creditors. We require approval from the Superintendent of
Financial Institutions Canada before we can redeem any part of our 
subordinated debt.

During the year ended October 31, 2007, we issued Series D
Medium-Term Notes, Tranche 2, totalling $1.2 billion. We redeemed 
our $150 million Series 22 Debentures. Our US$300 million 7.80% 
Notes matured. During the year ended October 31, 2006, we issued
Series D Medium-Term Notes, Tranche 1, totalling $700 million. We
redeemed our $300 million Series 21 Debentures and our $125 million 
Series 19 Debentures. There were no gains or losses on any of 
our redemptions.

During the year ended October 31, 2007, we issued $800 million 
of innovative subordinated debentures, BMO Trust Subordinated 
Notes (BMO TSNs – Series A), through BMO Subordinated Notes Trust
(“SN Trust”). SN Trust is a variable interest entity which we are not

Severance- Premises-
related related 

(Canadian $ in millions) charges charges Other Total

Opening balance $ 117 $ 11 $ 7 $ 135
Paid in the year (46) (10) (7) (63) 
Reversal in the year (15) (1) – (16) 
Additional charge in the year 40 – – 40

Balance as at October 31, 2007 $ 96 $ – $ – $ 96 

During the year, we changed our estimate for restructuring, 
resulting in a $16 million reduction in the original accrual. Severance-
related charges were less than originally anticipated due to higher
levels of attrition and redeployment within the Bank.

On October 31, 2007, we recorded an additional restructuring
charge of $40 million in the Consolidated Statement of Income.
The additional charge relates to the elimination of approximately
400 positions across all support functions and business groups
and is all severance-related.
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