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Scope of Application 
 

This document represents the Pillar 3 Disclosures for Motus Bank (“the Bank” or “Motus”) as at December 31, 2020. The disclosures 

produced have been prepared in accordance with the minimum requirements as set by the Office of the Superintendent of Financial 

Institutions (“OSFI”) pursuant to the OSFI Advisory on Pillar 3 Disclosure Requirements (April 2017), Capital Disclosure Requirements 

(May 2018) and COVID-19 Measures – FAQs for Federally Regulated Deposit-Taking Institutions (2020). 

 

As part of the Basel framework, Pillar 3 – Market Discipline builds on capital requirements and the supervisory review process by 

developing a set of disclosures allowing market participants to assess the capital adequacy of the Bank. Basel III is structured around 

3 Pillars: 

 

Pillar 1: Minimum Capital Requirements 

Pillar 2: The Supervisory Review Process 

Pillar 3: Market Discipline 

 

The amounts disclosed are the balance sheet carrying amounts included in the financial statements of the Bank prepared in accordance 

with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).   

 

This report is unaudited and is reported in thousands of Canadian Dollars, unless otherwise noted. 

 

Reporting Entity 

 

Motus is a Schedule 1 bank under the Bank Act (Canada) (the “Act”) and is regulated by the Office of the Superintendent of Financial 

Institutions Canada (“OSFI”).  Motus is a member of the Canadian Deposit Insurance Corporation (“CDIC”), domiciled in Canada, and 

is headquartered at 3280 Bloor Street West in Toronto, ON. The Bank is primarily involved in the raising of funds and the application 

of those funds in providing financial services to customers.   

 

Motus is a wholly-owned subsidiary of Meridian Holdco Limited, which in turn is a wholly-owned subsidiary of Meridian Credit Union 

Limited (“MCU”). Motus received Letters Patent of Incorporation from the Minister of Finance on October 3, 2018, and Meridian Holdco 

capitalized the Bank in the amount of $56.2 million on November 22, 2018.  Motus received Orders to Commence and Carry on Business 

from OSFI on January 10, 2019.   

 

Significant subsidiaries 
 

Motus has no subsidiaries or entities for consolidation. 
 

Capital Structure  
 
OSFI’s regulatory capital guidelines under Basel III allow for two tiers of capital. Tier 1 capital includes Common Equity Tier 1 (“CET1”) 
capital comprised of common shares, reserves, retained earnings and accumulated other comprehensive income; and Additional Tier 
1 (“AT1”) capital which includes qualifying additional Tier 1 capital, non-cumulative perpetual preferred shares and regulatory 
adjustments. Tier 2 capital contains preferred shares, subordinated debt and regulatory adjustments.  
 
The Bank’s Tier 1 Capital includes common shares and retained earnings. Tier 2 capital includes stage 1 and stage 2 loan allowances. 
The Bank currently does not hold any additional Tier 1 capital instruments; therefore, the Bank’s CET1 is equal to its Tier 1 regulatory 
capital.  
 
The risk-based regulatory capital ratios are calculated by dividing CET1, Tier 1 and Total capital by Risk-Weighted Assets (“RWA”). The 
calculation of RWA is determined by the OSFI-prescribed rules relating to on-balance and off-balance sheet exposures and includes 
amounts for operational risk exposure associated with the risk of loss resulting from inadequate or failed internal processes, people 
and systems, or from external events. In addition, OSFI establishes risk-based capital minimums for deposit-taking institutions. These 
minimums are currently set at a CET1 capital ratio of 7.0%, Tier 1 capital ratio of 8.5%, and Total capital ratio of 10.5%. 
 

OSFI introduced transitional capital measures for Expected Credit Losses in response to the economic impacts of COVID-19. The 

transitional adjustments allow a portion of allowances to be included in Common Equity Tier 1 (“CET1”). The adjustment to CET1 capital 

is the increase in Stage 1 and Stage 2 allowances relative to the baseline level. Motus Bank’s baseline level is the amount of Stage 1 

and Stage 2 allowances as at December 31, 2019. The adjustment is net of income tax and subject to a scaling factor. The scaling 

factor has been set at 70% for 2020, 50% for 2021, and 25% for 2022. 
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The Bank has not applied the low credit risk exemption for any financial instruments in the period ended December 2020. 
 
Definition of default and credit-impaired assets: 
 
The Bank’s definition of default is consistent across credit management and accounting policies, with a financial instrument considered 
to be credit impaired when it meets one of the following criteria: 
 

▪ The loan is 90 days past due 
▪ The customer has filed for bankruptcy or consumer proposal in the current month or the bankruptcy is expected to result in 

the customer not meeting the contractual terms of the loan 
▪ The borrower has failed to meet the terms under which a loan has been granted (e.g. breach of financial covenants) and legal 

action has commenced 
▪ Based on other objective evidence, the customer’s internal risk rating has been set to ‘Impaired’ and Credit Recovery has 

taken over responsibility for the file 
 

The definition of default has been applied consistently across all products as well as in all aspects of the expected credit loss calculation 
(e.g. probability of default, exposure at default and loss given default). 
 
Measuring ECL – Explanation of inputs, assumptions and estimation techniques: 
 
Allowances for ECL are measured on either a 12-month or lifetime basis depending on whether a SICR has occurred since initial 
recognition or whether an asset is considered to be credit impaired. ECL are the discounted product of the probability of default (“PD”), 
exposure at default (“EAD”) and loss given default (“LGD”). 
 
The PD represents the likelihood of a customer defaulting on its financial obligation, either over the next 12 months or the remaining 
lifetime (depending on the stage to which the financial asset belongs). 
 
The EAD is based on the amounts the Bank expects to be owed at the time of default, over the next 12 months or the remaining 
lifetime. For example, on revolving facilities, the Bank considers the amount that is expected to be drawn upon leading up to default. 
On term facilities, the Bank considers the amount it expects to be paid down leading up to default. 
 
The LGD represents the Bank’s expectation of the extent of a loss on a defaulted exposure. In reality, LGD will vary by the type of 
counterparty, type and seniority of claim and availability of other credit support. For ECL modelling purposes, the Bank has grouped 
products with similar risk characteristics pertaining to collateral. The LGD is expressed as a percentage of EAD. 
 
These inputs are combined to project ECL over either the next 12 months or the entire lifetime of a credit exposure and discounted 
back to present using the instrument’s effective interest rate. 
 
Measuring ECL – Incorporation of forward-looking information: 

 
The modelling approach discussed above has been with respect to the estimation of ‘point in time’ ECL. These represent an estimation 
of losses expected under prevailing macroeconomic conditions. The standard requires entities to assess ECL on a forward-looking basis. 
The Bank has chosen to incorporate this requirement as an overlay to the point-in-time model outputs. Overlays have been applied at 
the portfolio rather than product or ECL input level. 
 
The Bank has identified key economic variables expected to impact credit losses. The relationships between these variables and credit 
losses have been incorporated into a statistical model. This model is used to estimate expected credit losses under various economic 
scenarios. 
 
Six forward-looking scenarios have been considered: 

i. Baseline 
ii. 4th percentile upside 
iii. 10th percentile upside 
iv. 75th percentile downside 
v. 90th percentile downside 
vi. 96th percentile downside 

 
 
Each of these scenarios has been informed by Moody’s Canada Macroeconomic Outlook, which is updated quarterly and includes both 
baseline and alternative scenarios deemed to be relevant to the Canadian economy. Moody’s estimates high level probability bands for 
each scenario which have been overlaid with management judgement to arrive at the weightings assigned to each scenario for the 
macroeconomic overlay. 
 
Measuring ECL – COVID-19 related overlays: 
 
In light of the COVID-19 pandemic, the Bank has applied additional adjustments to account for the lagging nature of and other 
deficiencies identified in internal and external credit risk metrics. These include the impact of payment relief and government supports 
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put in place during the pandemic, which are likely to mask the detection of increased credit risk on some loans, as well the impact of 
dramatic swings in economic input variables, which have in some cases produced unreasonable results. To address these, ECLs have 
been stressed by looking at a combination of factors, including industry of employment and its exposure to COVID-19 related risks as 
well as the extent to which customers have been approved for COVID-19 related payment relief. Other adjustments have been taken 
to moderate the impact of dramatic swings in economic input variables or their lagging impact on credit losses. Judgement has been 
required in the development and application of these overlays in consultation with the Credit Risk management team. 
 
 
The following table show reconciliation from the opening to the closing balance of the loss allowance by class of financial instrument. 
 
 

Residential Mortgages Stage 1 Stage 2 Stage 3 Total 

Balance as at January 1, 2020 1 2 - 3 

Transfers     

Transfers from Stage 1 to Stage 2 - - - - 

Transfers from Stage 1 to Stage 3 - - - - 

Transfers from Stage 2 to Stage 1 - (1) - (1) 

Transfers from Stage 2 to Stage 3 - - - - 

Transfers from Stage 3 to Stage 2 - - - - 

New originations - - - - 

Derecognized loans - - - - 

Changes within each stage - (1) - - 

Changes to macro-economic adjustments and other qualitative 
adjustments 

- - - - 

Write-offs - - - - 

Balance as at December 31, 2020 1 1 - 2 

Movement in loss allowance - (1) - (1) 

Recoveries - - - - 

Write-offs - - - - 

P&L charge for the period - (1) - (1) 

     

Personal Loans Stage 1 Stage 2 Stage 3 Total 

Balance as at January 1, 2020 27 103 19 149 

Transfers:     

Transfers from Stage 1 to Stage 2 (6) 74 - 68 

Transfers from Stage 1 to Stage 3 (2) - 187 186 

Transfers from Stage 2 to Stage 1 2 (18) - (16) 

Transfers from Stage 2 to Stage 3 - (7) 185 178 

Transfers from Stage 3 to Stage 2 - - - - 

New originations 6 34 206 246 

Derecognized loans (2) (3) - (5) 

Changes within each stage (1) 4 - 3 

Changes to macro-economic adjustments and other qualitative 

adjustments 

37 441 - 478 

Write-offs - - (498) (498) 

Balance as at December 31, 2020 62 628 99 789 

Movement in loss allowance 35 525 80 640 

Recoveries - - (7) (7) 

Write-offs - - 498 498 

P&L charge for the period 35 525 571 1,131 
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The table below breaks down credit-impaired financial assets by asset class under IFRS 9 as at December 31, 2020 
 

 Gross carrying 

amount 

Loss 

allowance 

Carrying 

amount 

Residential Mortgages    

Stage 1 104,312 1 104,311 

Stage 2 6,715 1 6,714 

Stage 3 - - - 

 111,027 2 111,025 

Personal Loans    

Stage 1 22,363 62 22,301 

Stage 2 4,854 628 4,226 

Stage 3 99 99 - 

 27,316 789 26,527 

Total    

    

Loan Impairment by geographic area is provided in the table below: 
 

 Gross carrying 

amount 

Loss 

allowance 

Carrying 

amount 

    

Canada    

  Ontario 5 5 - 

  Quebec - - - 

  British Columbia 30 30 - 

  Alberta 42 42 - 

  Saskatchewan - - - 

  Manitoba - - - 

  Nova Scotia - - - 

  Newfoundland - - - 

  New Brunswick 22 22 - 

  Northwest Territories - - - 

  Nunavut - - - 

  Prince Edward Island - - - 

  Yukon - - - 

International - - - 

Total 99 99  

 

Credit Risk: Disclosures for Portfolios Subject to the Standardized Approach 
 
The External Credit Assessment Institution (“ECAI”) primarily used by the Bank to assess the credit quality of asset classes is the 
Dominion Bond Rating Service (”DBRS”). Where a DBRS rating is not available, the Bank uses Moody’s Investor Service or Standard 
and Poor’s.  The rating agencies used are recognized by OSFI as eligible ECAIs. Investment securities consisting of bank, corporate 
and government debt securities contribute to the majority of assets whose credit quality is assessed using the ECAIs noted above. 
Investment securities have risk-weightings from 0% to 100% based on their credit rating. Mortgages receivables, consisting of 
residential mortgages, have a risk-weighting of:  

▪ 0% for mortgages insured by CMHC; 
▪ 0% for 90% of mortgages insured by Genworth; 
▪ 50% for 10% of mortgages insured by Genworth and; 
▪ 35% for uninsured mortgages 
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Counterparty Credit Risk 
 
Counterparty credit risk is the risk that the counterparty to a transaction may default prior to the final settlement of the cash flows 
pertaining to that transaction. This may relate to financial derivatives, securities financing transactions and long settlement 
transactions. 
 
Motus monitors, tracks and reports all counterparty risk exposures against established limits documented within the Credit Risk Board 
Policy. All counterparty entities must have an external credit rating from recognized external credit assessment institutions. Credit 
Management will utilize external rating agencies to establish a risk profile for each existing and potential counterparty transaction for 
limit setting purposes.  
 
The Bank does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar 
characteristics by establishing prudent limits. 
 

Derivatives 
 
Derivative instruments are primarily used for asset-liability management purposes.  The Bank has established policies in place for 
managing credit risk exposures that may arise with counterparties when entering into derivative transactions. 
 
The Bank limits the risk of credit losses from derivative counterparties by establishing minimum acceptable counterparty credit rating 
from external rating agencies and entering into agreements whereby collateral must be provided when the exposure exceeds a certain 
threshold. Collateral is posted when the Bank’s derivative mark-to-market is negative. Conversely, when the Bank’s derivative mark-
to-market position is positive, the counterparty is required to post collateral. The market value of collateral posted by swap 
counterparties as at December 31, 2020 was nil. 
 

Market Risk: Disclosure for Banks using the Standardized Approach 
 
Market risk is the risk of loss that may arise from changes in market factors such as interest rates and foreign exchange rates. 
 
The Bank does not have assets classified as held for trading nor does it hold any derivative financial instruments for speculative 
purposes; therefore, the Bank is not required to hold any capital in relation to market risk. 
 

Operational Risk 
 
Motus utilizes the Basic Indicator Approach for determining operational risk capital requirements. The Basic Indicator Approach requires 
banks to hold operational risk capital equal to the average over the previous three years of a fixed percentage of positive annual gross 
income. Operational risk capital requirements are shown in the risk-weighted assets table under the Capital Adequacy section. 
 
Operational risk is defined as the risk of loss resulting from inadequate or failed processes, people, and systems, or from external 
sources. Motus maintains an Operational Risk Management Framework that is aligned to the Bank’s Enterprise Risk Management 
Framework, promotes alignment of operational risk with the Board approved Risk Appetite, and defines the roles and responsibilities 
for managing operational risk consistent with the Three Lines of Defense model of risk management. Operational risk includes, as 
defined within the Bank’s Operational Risk Register, fraud risk, AML risk, information security and technology risk, business disruption 
risk, outsourcing and vendor risk, and regulatory compliance risk, among others. Motus has established risk appetite for all material 
elements of operational risk to which the Bank is exposed. Failure to adequately manage operational risk can result in significant impact 
to the financial or growth prospects of Motus. 
 
Information Security risk is a risk of particular focus given the Bank’s strongly digital business model. A cybersecurity breach could 
result in very significant financial and reputational damage to the Bank. Cyber risks include confidentiality risks, such as inappropriate 
personal or financial information disclosure; integrity risks, including internal or external data tampering, or damage to ledgers; and 
availability risks, including denial of service attacks, malware holding critical files or business functions at ransom. Motus has built up 
a strong posture which is based on the foundational components of having the right people, process and technology in place to detect, 
defend and respond to Cyber Security threats and incidents. 
 
Motus has in place a full complement of Standard Operating Procedures that are designed to mitigate operational risks to acceptable 
levels. The Bank’s Internal Control Framework is applied across all such procedures to ensure that appropriate consideration has been 
given to all relevant operational risks and that controls are consistently applied, implemented, and adhered to throughout the 
organization. In addition, the Bank has implemented a Risk and Control Self-Assessment program (“RCSA”) that ensures that all 
material functions are reviewed in order to identify the magnitude of the inherent risks within the defined processes, the internal 
controls that mitigate those inherent risks and the net residual risk value after taking into account the internal controls. Insurance 
policies have been obtained to mitigate catastrophic risk where deemed appropriate by the Bank’s risk appetite. Controls have been 

effective to date in mitigating any potential operational risk impacts related to COVID-19 and associated operating changes. 
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Equity Risk 
 
Equity securities are instruments that do not contain a contractual obligation to pay (dividend is discretionary and capital gain is not 
contractual).  The Bank’s equity securities comprised of preferred shares and are not held for trading purposes. The Bank has elected 
to designate the asset as Fair value through other comprehensive income (“FVTOCI”).  As at December 31, 2020 the Bank held $3,819 
of publicly traded FVTOCI equity securities.  Equity securities are measured at fair value plus directly attributable transactions costs at 
initial recognition.  Subsequent re-measurements in fair value are recorded in other comprehensive income using published bid prices. 
Net after-tax unrealized gains for the period were $143.  Dividend income for the period was $99 and is recorded in Non-interest 
income.   
 

Interest Rate Risk 
 
Interest rate risk is the sensitivity of the Bank’s financial position to movements in interest rates.  The Bank is exposed to interest rate 
risk when it enters into banking transactions with its customers, namely deposit taking and lending.  When assets and liabilities have 
different payment characteristics, it results in a mismatch in principal and interest cash flows. This mismatched position creates 
exposure to changes in interest rates as the interest paid or earned on assets and liabilities changes at different times.  
 
The Bank’s exposure to interest rate risk depends on the size and direction of interest rate changes and on the size of mismatched 
positions.  It is also affected by new business volumes, investment decisions, renewals of loans or deposits, and how actively customers 
exercise options, such as prepaying a loan before its maturity date. 
 
The Bank’s interest rate risk is subject to extensive risk management controls and is managed within the framework of policies and 
limits approved by the Board.  These policies and limits ensure, among other things, that the Bank is in full adherence with regulatory 
expectations, regulations and guidelines.  Overall responsibility for asset/liability management rests with the Board.  As such, the 
Board receives regular reports on risk exposures and performance against approved limits.  The Board delegates the responsibility to 
manage the interest rate risk on an on-going basis to the Asset/Liability Committee (“ALCO”), which receives monthly reporting and 
meets no less frequently than quarterly.  ALCO is chaired by the CFO and attended by senior executives.  
 
The key elements of the Bank’s interest rate risk management framework include: 

▪ policy determining the objectives for, and limits within which, interest rate risk must be managed;  
▪ guidelines and limits on the mismatch position and the management of asset cash flows in relation to liability cash flows; 
▪ guidelines and limits on the use of derivative financial instruments to hedge against a risk of loss from interest rate changes; 

and 

▪ requirements for comprehensive measuring, monitoring and reporting on risk position and exposure management. 
 
Valuations of all asset and liability positions, as well as off-balance sheet exposures, are performed no less frequently than monthly.  
The Bank’s objective is to establish and maintain a balance sheet and off-balance sheet structure that will protect and enhance the 
Bank’s net interest income and the value of the Bank’s capital during all phases of the interest rate cycle and varying economic 
conditions. 
 
The carrying values of interest sensitive assets and liabilities and the notional amount of swaps and other derivative financial 
instruments used to manage interest rate risk are presented below in the periods in which they next reprice to market rates or mature, 
and are summed to show the interest rate sensitivity gap. The average rates presented represent the weighted average effective yield 
based on the earlier of contractual repricing or maturity dates.   
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The following table identifies the Bank’s assets and liabilities which are sensitive to interest rate movements and those which are non-
interest rate sensitive. 
 

 Variable Less than 1 

year 

1 to 5 years Over 5 

years 

Non-

interest 

sensitive 

Total 

Assets       
Cash and cash equivalents 23,375 28,552 - - 3 51,930 
 Yield 0.31% 0.24% - - - 0.27% 
Investments in debt instruments - 17,154 5,150 - 96 22,400 
 Yield - 0.74% 1.02% - - 0.80% 
Investments in equity instruments - 2,645 1,174 - - 3,819 
 Yield - 5.39% 4.84% - - 5.22% 
Loans 35,385 13,033 89,619 - (485) 137,552 
 Yield 3.52% 2.45% 2.48% - - 2.75% 
Derivative financial assets 8 - - - - 8 
 Yield - - - - - - 
Other assets - - - - 4,033 4,033 
 Yield - - - - - - 

Total assets 58,768 61,384 95,943 - 3,647 219,742 

Liabilities and equity       

Deposits 104,221 30,595 25,970 - 11,540 172,326 
 Yield 1.04% 2.43% 2.78% - - 1.48% 
Derivative financial liabilities 85 - - - - 85 

 Yield - - - - - - 

Other liabilities and equity - - - - 47,331 47,331 

Total liabilities and equity 104,306 30,595 25,970 - 58,871 219,742 

       
 
The following table provides the potential before-tax impact of an immediate and sustained 100 bps increase or decrease in interest 
rates. 
 

 2020 

Earnings at Risk (EaR) :   
   Sensitivity of 100bps Increase 26.94% 
   Sensitivity of 100bps Decrease 0.15% 

Enterprise Value at Risk (EVaR) :   
   Sensitivity of 100bps Increase 2.81% 
   Sensitivity of 100bps Decrease 0.50% 

 
 

Liquidity and Funding Risk 
 
Liquidity and funding risk is the risk of not being able to meet both expected and unexpected cash commitments as they come due. 

Liquidity and funding risk are managed in accordance with the Liquidity and Funding Board Policy. The policy is reviewed and approved 
annually by the Board. Motus manages liquidity risk by monitoring current and future cash flows, maintaining a pool of high-quality 
liquid assets (“HQLA”), maintaining a stable base of core and term deposits, monitoring concentration limits to single sources of 
deposits and diversifying funding sources. Motus reports on liquidity risk, versus policy limits, to ALCO on a monthly basis and to the 
Board of Directors at least quarterly. Risk tolerance thresholds and limits are approved by the Board of Directors and define the 
maximum level of liquidity risk the Bank is willing to take.  
 
Liquidity stress testing is completed monthly to monitor and identify sources of potential liquidity risk and ensures current exposures 
align with the Bank’s established liquidity risk tolerance and limits. In addition to the Bank’s internal metrics, the Bank must also 
comply with OSFI’s Liquidity Adequacy Requirements (“LAR”) Guideline, which includes the Net Cumulative Cash Flow (“NCCF”) and 
the Liquidity Coverage Ratio (“LCR”). All liquidity stress testing is reported to ALCO monthly. Key assumptions used in the creation of 
stress tests are reviewed and approved by ALCO to ensure they remain reasonable and appropriate. 
 
The Contingency Funding Plan identifies the actions that the Bank would undertake to address liquidity shortfalls in a liquidity stress 
event and includes procedures, action plans, communication requirements and roles and responsibilities to follow in an event. 
 
To meet anticipated liquidity needs in both stable and stressed conditions, the Bank actively manages liquidity and funding risk. The 
Bank’s liquid assets as at December 31, 2020 were $74,000 (33.8% percent of total assets). 
 
The Bank prepares the LCR and NCCF reports monthly and files the results with OSFI. As at December 31, 2020, the LCR minimum 
was met and the NCCF did not show any liquidity deficiencies over the next 12 months period. 




