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Since many tax strategies require foresight to be effective, tax planning should be a year-round activity. However, as
year-end approaches there are still opportunities to consider to reduce your 2024 tax bill. The following information
relates to year-end tax-savings strategies that may be available, depending on your personal situation.

1. Tax-loss selling/Increased Capital
Gains Inclusion Rate

Deadline: December 30

Monday, December 30, 2024 is expected to be the last
buy/sell date for securities to settle in 2024, as a result of the
move to a T+1 settlement in 2024 (i.e., trade date plus one
business day). You may want to review your non-registered
investment portfolio to consider the sale of any securities
with accrued losses to offset any capital gains realized in the
year; or the three previous taxation years, if a net capital loss
is created in the current year.

However, effective for capital gains realized on, or after,

June 25, 2024, the capital gains inclusion rate increased
from one-half to two-thirds for corporations and trusts, and
from one-half to two-thirds on the portion of capital gains
realized annually in excess of $250,000 by individuals. In
other words, individuals will be allowed an annual $250,000
threshold below which the capital gains inclusion rate will
remain at the previous rate (50%)2. As a result of these
changes in the capital gains inclusion rate, the calculation of
net capital gains/losses in 2024 is now considerably more
nuanced. Specifically, separate calculations will be required
to differentiate the net capital gains/losses realized before
and after June 25, 2024. These complexities could impact the
implementation of a tax-loss selling strategy - particularly for
individuals with net capital gains >$250,000 in 2024, and
any corporate or trust investors.

In addition, some higher income individuals who will
continually be subject to the higher capital gains inclusion
rate each year (by annually exceeding the $250,000
threshold) may seek to pro-actively realize net capital gains
to this threshold annually, to reduce future capital gains tax
at the higher 2/3 inclusion rate on dispositions that would
otherwise occur in the near term (or at death).
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As always, it is important to ensure that a tax-loss sale makes
sense from an investment perspective, since stocks sold at

a loss cannot be repurchased until at least 31 days after the
sale to be effective, due to the superficial loss rules. For more
information on tax-loss selling, including the nuances for 2024,
please see our BMO publication, Consider Tax-Loss Selling in
Your Year-End Planning.

2. Charitable donations and other tax
credits/deductions

Deadline: December 31

Instead of donating cash to a charity, consider donating
appreciated publicly-traded securities. This strategy provides
a charitable tax receipt based on the value of the securities
donated, while potentially eliminating the capital gains tax
otherwise payable on these securities if they were sold. In
order to receive a tax receipt for 2024, you must ensure all
charitable donations are made on, or before, December 31,
2024. In determining the extent of their charitable giving for
2024, large donors may also wish to consider the potential
impact of the recent changes to the Alternative Minimum Tax
("AMT”) effective for 2024 (see Tip #8 in this publication).

December 31 is also the final payment date for many other
tax deductions or credits that can be claimed on your 2024
tax return, such as childcare, medical, tuition and interest
expenses.

3. Pension income

Deadline: December 31

If you are not already taking full advantage of the Federal
Pension Income Tax Credit, consider creating up to $2,000 of
eligible pension income in 2024. If you are 65 years of age
or older, converting a portion of your Registered Retirement
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Savings Plan (“RRSP”) into a Registered Retirement Income
Fund (“RRIF”) to receive up to $2,000 of qualifying RRIF
income before the end of the year could allow you to benefit
from this credit.

4. TFSA withdrawals

Deadline: December 31

If you're planning to make a Tax-Free Savings Account (“TFSA”)
withdrawal in the near future, consider making the withdrawal
in December instead of waiting until 2025. This way, the amount
withdrawn will be added back to your TFSA contribution limit on
January 1, 2025 (rather than 2026).

5. RRSP contributions for those turning 71

Deadline: December 31

If you turned 71 years of age in 2024, you must collapse
your RRSP by the end of this year. Consider making a

final contribution towards your RRSP if you have unused
contribution room, prior to closing it. If you have any earned
income in 2024 that will generate RRSP contribution room
for 2025, consider making your 2025 RRSP contribution in
December 2024. While you will be charged a one per cent
penalty tax for the month of December, the tax savings on
your RRSP contribution (which can be claimed on your 2025
tax return) should exceed the penalty tax.

6. Payment of quarterly tax installments

Deadline: December 153

Many Canadian investors are required to make quarterly
income tax installment payments since tax is not deducted

at source on investment income. You may be required to pay
income tax installments if your estimated net income tax
payable for the year, and net payable for either of the two
preceding years exceeds $3,000 (51,800 for Quebec residents).
Personal tax installments are due four times a year, with the
final installment due December 15.

If you fall short on any required installments, non-deductible
interest or penalties may be incurred. Therefore, it is important
to determine if your year-to-date installments are sufficient

- in light of these requirements - based on your estimated
income tax payable for the year.
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7. Tax-free First Home Savings Account

Deadline: December 31

Introduced in 2023, the tax-free First Home Savings Account
(“FHSA") is a new registered savings account allowing
first-time home buyers to save up to $40,000 towards the
purchase of their first home. Combining hallmark attributes of
RRSPs and TFSAs, contributions made into the FHSA are tax-
deductible and income earned in an FHSA is not subject to tax.
Qualifying withdrawals (including investment income) from
the FHSA, to purchase a first home, will be non-taxable. First-
time homeowners, who are at least 18 years of age or older,
are eligible to open an FHSA, subject to an annual contribution
limit of $8,000 (plus any carryforward available from the
previous year to a maximum of $16,000), with a lifetime

limit of $40,000. However, unlike an RRSP, contributions to

an FHSA must be made before the end of the calendar year

to provide a current year deduction; eligible first-time home
buyers should therefore consider opening an FHSA and making
a contribution before the end of 2024. For further information
and planning considerations, read our First Home Savings
Account publication.

8. Alternative Minimum Tax

Introduced in 1986, the Alternative Minimum Tax ("AMT”)
regime seeks to ensure that high income earners pay a
minimum amount of income tax each year, and cannot
artificially reduce their taxable income through excessive use
of deductions or credits. Recent changes were made to the
AMT regime effective for 2024, including broadening the AMT
base, further limiting tax preference items (i.e., exemptions,
deductions and credits) and increasing the AMT tax rate. Some
high-income individuals (especially those with substantial
capital gain or dividend income) claiming significant
deductions and credits (including charitable donations) and
Family Trusts may be affected by these amendments, which
are now in effect for 2024. Investors with significant gains/
losses should also note that only 50% of carryover losses

will be applied for AMT purposes, whereas gains will be fully
taxable. Please see our publication Alternative Minimum Tax
and speak with your tax advisor for assistance regarding

your personal situation, to determine the possible application
of AMT.

9. Employee Ownership Trusts

The 2023 Federal Budget outlined proposals to introduce the
concept of an Employee Ownership Trust (“EOT”), which is a
form of employee ownership where a trust holds shares of
a corporation for the benefit of the corporation’s employees.
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EOTs can be used to facilitate the purchase of a business Seek professional advice

by its employees, without requiring them to pay directly to

acquire shares. For business owners, an EOT can also provide These tips are neither a comprehensive review of the subject
an additional option for sale/succession planning. Changes matter, nor a substitute for professional tax advice. Be sure to
to the tax legislation were recently enacted to introduce consult with your external tax and legal advisors to confirm the
this dedicated trust vehicle tailored to facilitate employee suitability of any of these strategies for your personal situation.
ownership and/or the transition of a privately-owned

business to its employees, effective for 2024. Business For more information, please speak with your

owners contemplating a sale or transition of their business
should consult with their tax advisors for more information
on this new structure, especially in light of the significant
tax incentives provided for qualifying transfers to an EOT
(including a potential $10M capital gains exemption). For
further details, please see our BMO publication, Employee
Ownership Trusts.

BMO Private Wealth professional.
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"As of the time of writing, the 2024 changes to the capital gains inclusion rate remain draft legislation, so it is possible that these amendments may not ultimately be enacted into law as described
(or at all). Accordingly, please consult with your tax advisor for the current status of these legislative changes and for specific direction in your particular situation.

2 Note that the annual $250,000 threshold can be combined to reduce the taxation of employee stock option benefits, at the taxpayer’s discretion. Accordingly, a further consideration exists for
individuals exercising employee stock options in 2024.

3 Extended to the following Monday, as the 2024 deadline falls on the weekend.

BMO Private Wealth provides this publication for informational purposes only and it is not and should not be construed as professional advice to any individual. The information contained in
this publication is based on material believed to be reliable at the time of publication, but BMO Private Wealth cannot guarantee the information is accurate or complete. Individuals should
contact their BMO representative for professional advice regarding their personal circumstances and/or financial position. The comments included in this publication are not intended to be a
definitive analysis of tax applicability or trust and estates law. The comments are general in nature and professional advice regarding an individual’s particular tax position should be obtained
in respect of any person’s specific circumstances.

BMO Private Wealth is a brand name for a business group consisting of Bank of Montreal and certain of its affiliates in providing private wealth management products and services. Not all
products and services are offered by all legal entities within BMO Private Wealth. Banking services are offered through Bank of Montreal. Investment management, wealth planning, tax
planning, and philanthropy planning services are offered through BMO Nesbitt Burns Inc. and BMO Private Investment Counsel Inc. Estate, trust, and custodial services are offered through BMO
Trust Company. Insurance services and products are offered through BMO Estate Insurance Advisory Services Inc., a wholly-owned subsidiary of BMO Nesbitt Burns Inc. BMO Private Wealth
legal entities do not offer tax advice. If you are already a client of BMO Nesbitt Burns Inc., please contact your Investment Advisor for more information. Nesbitt Burns Inc. is a member of the
Canadian Investor Protection Fund and the Canadian Investment Regulatory Organization. BMO Trust Company and BMO Bank of Montreal are Members of CDIC.

“BMO (M-bar roundel symbol)”is a registered trademark of Bank of Montreal, used under licence. 30F3



