
Note 28: Related Party Transactions
Related parties include directors, executives and their affiliates, along
with joint ventures and equity-accounted investees.

Directors, Executives and Their Affiliates
Effective September 1, 1999, new loans and mortgages were no longer
available to executives at preferred rates, other than loans related to
transfers we initiate. The transferee loan amounts outstanding under
preferred rate mortgage loan agreements were $62 million and $68 mil-
lion at October 31, 2008 and 2007, respectively. The interest earned on
these loans is recorded in interest, dividend and fee income in our
Consolidated Statement of Income. 

We provide certain banking services to our directors, executives
and their affiliated entities. We offer these services on the same terms
that we offer to our customers. Loans to directors, executives and their
affiliates totalled $1 million and $10 million at October 31, 2008 and
2007, respectively.

Board of Directors Compensation
Stock Option Plan
During the year ended October 31, 2002, we introduced a stock option
plan for non-officer directors, the terms of which are the same as 
the plan for designated officers and employees described in Note 23.
Options to purchase a total of 147,000 common shares were granted
under the Non-Officer Director Stock Option Plan. The granting of options
under this plan was discontinued effective November 1, 2003.

Stock option expense for this plan is calculated in the same 
manner as employee stock option expense. It was included in other
expenses in our Consolidated Statement of Income and was less than 
$1 million for the years ended October 31, 2008, 2007 and 2006.

Deferred Share Units
Members of our Board of Directors are required to take 100% of their
annual retainers and other fees in the form of either our common shares

(purchased on the open market) or deferred share units until such time
as the directors’ shareholdings are greater than six times their annual
retainers as directors. After this threshold is reached, directors are
required to take at least 50% of their annual retainers in this form.

Effective October 1, 2007, members of the Harris Financial Corp.
Board of Directors are required to take a specified minimum amount of
their annual retainers and other fees in the form of deferred share units. 

Deferred share units allocated under these deferred share unit 
plans are adjusted to reflect dividends and changes in the market value
of our common shares. The value of these deferred share units will be 
paid upon termination of service as a director. 

Liabilities related to these plans are recorded in other liabilities in
our Consolidated Balance Sheet and totalled $16 million and $18 million
as at October 31, 2008 and 2007, respectively. The expense for these
plans was included in other expenses in our Consolidated Statement of
Income and totalled $4 million, $5 million and $2 million for the years
ended October 31, 2008, 2007 and 2006, respectively.

Joint Ventures and Equity-Accounted Investees
We provide banking services to our joint ventures and equity-accounted
investees on the same terms that we offer to our customers for 
these services.

Our common share investment in a joint venture where we own
50% totalled $307 million at October 31, 2008 ($296 million in 2007),
which was eliminated upon proportionate consolidation.

Our investment in entities where we exert significant influence
totalled $995 million as at October 31, 2008 ($962 million in 2007).

Employees
A select suite of customer loan and mortgage products is now offered to
employees at rates normally accorded to preferred customers. We also
offer employees a fee-based subsidy on annual credit card fees. 
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Note 29: Contingent Liabilities
(a) Legal Proceedings
In the bankruptcy of Adelphia Communications Corporation (“Adelphia”),
the Official Committees of Unsecured Creditors and Equity Security
Holders or their successor filed Complaints against Bank of Montreal 
and its indirect subsidiaries BMO Capital Markets Corp. (previously 
Harris Nesbitt Corp.) and BMO Capital Markets Financing, Inc. (the 
“BMO Defendants”), and approximately 380 other financial institutions. 
The Complaints allege various federal statutory and common law 
claims and seek an unspecified amount of compensatory and punitive
damages, along with equitable relief. The actions are pending before
the United States District Court for the Southern District of New York. 
As a result of the confirmation of various Adelphia plans of reorgani-
zation, a special purpose entity, the Adelphia Recovery Trust (“ART”), 
has succeeded the committees as the plaintiff in these actions 
(the “ART Litigation”).

In addition, Bank of Montreal and BMO Capital Markets Corp. 
are two of many financial institutions named in civil actions brought 
by investors in Adelphia securities. The settlement of the most sig-
nificant of these actions, a consolidated class action, was approved on
March 27, 2008 by a federal appeals court and bars all future actions 
by Adelphia investors against Bank of Montreal and BMO Capital Markets
Corp. The actions brought by two groups of plaintiffs that opted out 
of the class action settlement remain pending.

In the ART Litigation, the District Court recently dismissed all of 
the ART’s bankruptcy-related and equitable claims against all defendants,
and dismissed from the ART Litigation those institutions named as
defendants in only those claims. The ART is expected to appeal that 
decision. The ART’s remaining statutory and common law claims 

name 48 financial institutions as defendants, including the BMO
Defendants. Those claims are the subject of pending motions to dismiss.

As these matters remain in various intermediate procedural stages,
we are unable to determine the eventual outcome of these matters, 
but management believes that Bank of Montreal, BMO Capital Markets
Corp. and BMO Capital Markets Financing, Inc. have strong defences to
these claims and will vigorously defend against all such actions. 

BMO Nesbitt Burns Inc., an indirect subsidiary of Bank of Montreal,
has been named as a defendant in several individual actions and 
proposed class actions in Canada brought on behalf of shareholders 
of Bre-X Minerals Ltd. (“Bre-X”). Two of the proposed class actions 
in Canada have been dismissed as to BMO Nesbitt Burns Inc. A proposed
U.S. class action was dismissed as against BMO Nesbitt Burns Inc. in
October 2005. BMO Nesbitt Burns Inc., Bank of Montreal and BMO
Capital Markets Corp. (previously Harris Nesbitt Corp.) are also defendants
in an individual action in the United States. 

Other defendants named in one or more of the actions referred to
above include Bre-X, officers and directors of Bre-X, a mining consulting
firm retained by Bre-X, Bre-X’s financial advisor and brokerage firms
which sold Bre-X common stock. These actions are largely based on
allegations of negligence and negligent and/or fraudulent misrepresen-
tation in connection with the sale of Bre-X securities.

As these matters are all in the early stages, we are unable to
determine the eventual outcome of these matters, but management
believes that BMO Nesbitt Burns Inc., Bank of Montreal and BMO Capital
Markets Corp. have strong defences to these claims and will vigorously
defend against all such actions. 
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