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About Advanzia Bank S.A.
Advanzia Bank S.A. (“the Bank”, “Advanzia”) was
incorporated as “Advanzia S.A.” on 19 July 2005,
as a “société anonyme” governed by Luxembourg
law. The articles of association were published in the
“Mémorial C Recueil des Sociétés et Associations”
on 2 December 2005.

than the full balance. These conditions are clearly
communicated. As the holder of a Gold card, the
clients enjoy a free 24/7 customer service with travel
insurance included. The clients also have the possibility
to opt for a death, unemployment and sickness
insurance.

Advanzia S.A. was granted a banking license by
the Luxembourg Minister of Treasury and Budget
in December 2005. The name “Advanzia S.A.” was
changed to “Advanzia Bank S.A.” on 11 January 2006.
Advanzia Bank S.A. is established for an indefinite
duration. Advanzia Bank S.A. commenced its banking
operations in April 2006.

Advanzia also offers a monthly interest-accruing
deposit account named “Advanziakonto” in German
and “Livret Advanzia” in French. These deposit
accounts provide funding for the Bank’s credit card
operations and liquidity reserves, and volumes are in
general adjusted to these needs.

The object of Advanzia Bank S.A. is the undertaking
of banking activities pursuant to article 1 of the
Luxembourg law of 5 April 1993 relating to the financial
sector, as amended, and more particularly to issue
credit cards, make loans to credit card holders and
receive deposits of cash and other repayable funds
from the public. The Bank may perform any financial,
commercial, or industrial operations which it may
deem useful in the accomplishment and development
of its object.
Advanzia Bank S.A.’s main product is a revolving credit
card connected to the MasterCard payment network.
The product may therefore be used at all points of sale
and in banks and automated teller machines all over
the world belonging to the MasterCard network. The
key advantage to Advanzia’s customers is in addition
the absence of any fees. Clients may borrow up to a
certain credit limit, and repay any amount between a
minimum amount and the full outstanding balance.
All loans to credit card clients are unsecured. The Bank
charges interest on outstanding balances from cash
withdrawals, and also on balances from purchases
when the customer elects to repay anything less

Advanzia Bank S.A. provides its services based on a
Luxembourg banking license, applying the principles
with respect to cross-border banking in the European
Union and European Economic Area. Advanzia Bank
S.A. currently markets its products principally in
Germany, Luxembourg and France.
Advanzia Bank S.A. is supervised by the Luxembourg
banking regulator, the Commission de Surveillance
du Secteur Financier (CSSF). Advanzia Bank S.A. has
no branches or offices other than its Luxembourg
headquarters, and has notified the competent
authorities in which it markets its products, as per
the provisions for cross-border banking.
As a Luxembourg bank, Advanzia is a member of the
deposit insurance scheme Association pour la Garantie
des Dépôts Luxembourg (AGDL), which ensures client
deposits up to EUR 100 000.
Advanzia Bank S.A. is an independent bank, with a
limited number of private investors. The Kistefos Group
in Oslo, Norway has been the controlling shareholder
since the company became a bank in 2006, and
currently holds approximately 60% of the issued shares.
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Directors’ Report for 2014
Advanzia thus maintained its position as one of the
fastest growing issuers of MasterCard credit cards in
Germany.
Advanzia’s distribution strategy remained unchanged
from previous years by promoting the Bank’s own
branded MasterCard Gold credit cards via the internet
(B2C), and white labelled/co-branded B2B cards through
partners. Over the last two years, the distribution of
new active cards has stabilised at around 70% for B2C
and 30% for B2B.
Overall in 2014, Advanzia clients realised a credit card
turnover exceeding EUR 1.2 billion which corresponds to
about EUR 2 700 per client. The average loan balance is
about EUR 1 300 per active client.
Mr. Tom Ruud, Chairman of the Board

Advanzia’s business model is relying on revolving credit,
and consequently the top line is primarily driven by
interest income. This amounted to EUR 97.4 million in
2014, which is an increase of 22% compared to 2013.
In 2014 total income increased by 23%; earnings after
tax increased by 30%; the overall client base grew by
24%; return on equity exceeded 39%. It is therefore
fair to conclude that 2014 was a successful year for
Advanzia.
Advanzia Bank S.A. increased its after-tax profits in 2014
to EUR 27.7 million, up from EUR 21.3 million in 2013.
Total income increased by 23%, and thereby exceeded
EUR 101 million, while costs such as operational expense
and loan losses both increased by only 15% and 22%,
respectively. The loan loss rate remained stable at 5.1%.
The year-end capital ratio was 12.2%, consisting of
only core equity Tier 1 capital. The Bank has in 2014
distributed EUR 35 million to its shareholders through a
capital reduction and dividends.
In 2014, Advanzia acquired 131 000 new active
customers, of which 115 000 were from Germany and
Luxembourg and 16 000 from France. The total client
base at year-end finished above 710 000 issued cards
in force, of which 445 000 were in active regular use.
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Germany continued to represent Advanzia’s core
market in terms of income, growth and profitability.
Furthermore, most signals indicate that Germany will
continue to represent a source of potential growth for
Advanzia in the coming years.
In late 2012, Advanzia launched its credit card in the
French market under the brand name “carte ZERO.”
Throughout 2014, the Bank has maintained sales at
moderate volumes, as performances were not yet
at an acceptable level. Besides having undertaken a
considerable number of optimisations in the sales
processes and credit risk management, Advanzia has
also assessed its French operational model with external
partners. As a result, the Bank has created an action plan
that will be implemented and executed in 2015. The
work of the external partners highlighted that France
represents significant opportunities for Advanzia and
that the selling proposition is attractive, but the Bank
also needs to change its client mix to attain success.
In 2015, the Bank’s focus will clearly be on the
recalibration of the French business.

Increasing credit card client base

Result after tax – 5 year CAGR*: 34%

thousands, at year-end

EUR million
27.7

709
571

21.3

462
366

13.1

299
9.1
6.3

2010

2011

2012

2013

2014

2010

2011

2012

2013

2014

*Compound Annual Growth Rate

Sustained loan & deposit growth

Balanced profitability & solidity
%

EUR million, net at year-end
Credits cards

653
571

Deposits

605

Return on equity

651

39.5%
34.3%

499

475
405
329

Capital ratio (Tier 1)

19.9%

306

23.1%

26.2%

226
13.0%
2010

2011

2012

2013

2014

2010

15.3%

15.6%

16.1%

2011

2012

2013

12.2%
2014
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Advanzia also offers a Payment Protection Insurance
(PPI) to its credit card clients. The PPI sales performance
was boosted significantly as of March 2014. The
clients could then sign up for the insurance during the
card application process, whereas before Advanzia
relied on telemarketing sales to existing card clients.
Even if the PPI related income of EUR 1.0 million
remained relatively moderate, this revenue source
will continuously grow over time and post a positive
contribution to the performance of the Bank and the
diversification of income streams.
The year 2014 was also an important year for Advanzia
in terms of further diversification and expansion of its
businesses. Towards the end of the year, the first test
credit cards for the Austrian market were issued and
the first transactions were performed. Advanzia plans
to serve this market under the brand MasterCard Gold
FREE. The attractiveness of this new market is given
by a certain potential for revolving credit cards and
a high degree of similarities in client behaviour with
the German market, permitting a lot of re-use of all
German processes. With a population at 1/10th of that
of Germany, the potential of Austria is clearly below that
of the German market, however credit card usage and
acceptance is more developed than in Germany.
Furthermore, in 2014 Advanzia signed the first five
contracts with respect to the new Professional Card
Services (PCS) business. Here, Advanzia Bank is a
provider of MasterCard credit card services for partner
banks across Europe by delivering and operating
customised card programmes for partner banks.
The offer includes multiple credit card products in
multiple currencies and in three languages (English,
German and French).
Advanzia continues to offer an internet deposit account
with rates being competitive compared to the more
traditional banks. This product serves the Bank’s credit
funding needs and liquidity requirements. Due to a
change in the liquidity regulation, the Bank was capable
of maintaining the deposit balance at EUR 651 million,
and it was virtually unchanged compared to 2013, but
with a positive impact on profitability and solvency.
The client number increased by more than 3 000,
bringing our total client base close to 25 000 active
depositors.
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The Bank steers its liquidity in such a way to have a
comfortable buffer towards the minimum requirements
at all times as well as expected development. The Bank
also operates and documents stress testing with respect
to specific market risks on a regular basis. These tests
have verified that Advanzia is well prepared to face even
exceptional circumstances.
Advanzia’s revolving credit activity is reliant on proper
credit risk management, with permanent optimisation
of the risk-reward relationship within the defined
risk appetite. The aim is to ensure an ongoing and
sustainable long-term growth in both loan balance and
net earnings. The Bank maintained a loan loss rate in
2014 of 5.1% which is in line with the 2013 and 2012
performance, while the loan balance grew by 21%.
The Bank considers that this loan loss rate is
commensurate to both the business and client segment
in which Advanzia operates, as well as being in line with
the strategy of optimising the risk-reward relationship.
Advanzia has made further enhancements in order
to prevent fraud and subsequently financial losses.
In particular, the Bank has upgraded the MasterCard
Secure Code solution to the next level, providing clients
with a higher security for internet card transactions.
Over the past year, the Bank’s call centres, with more
than 100 dedicated agents, handled 1.7 million client
contacts. Over 95% of those contacts were related
to credit cards. The implementation of the new SEPA
standards at the start of 2014 reflected an important
shift in the European banking industry, which for
Advanzia and its customers implied better settlement
processes. The Bank has also undertaken further
investments in its IT infrastructure to improve security,
functionality and efficiency.
Advanzia maintained its cost-income ratio at 33% in
2014. The Bank’s operating model is founded on an
efficient organisation, yielding low fixed costs, and
highly predictable variable operating costs. Overall, the
operating expenses in 2014 grew by 15% while staff
costs increased by 16%. At the end of the year, Advanzia
employed 86 people, in total, compared to 77 at the end
of 2013.
2014 was a year of continuous, albeit weak, growth
for the euro zone. While the start of 2014 looked quite
promising, the end of 2014 was plagued with on-going

geopolitical tensions and weak economic development
in some areas of the euro zone. Germany nevertheless
remained the backbone of the now 19 member states,
bringing the unemployment rate to a historically low
level of 6.5% and maintaining an annual GDP growth
rate of 1.5% in 2014, with growth expectations of
1.4% in 2015. The second largest economy, France,
also posted a growth of 0.4% in 2014, with growth
expectations of 1.0% in 2015. The unemployment
situation remained however an on-going issue. The year
2015 is, nevertheless, expected to show growth results
from all 28 nations in the European Union, the first time
since 2007, with an overall annual growth of 1.3%.

Capitalising on its performance and experience in the
German market, Advanzia will continue to target growth
in Germany in 2015. In parallel and just as essential,
the Bank will focus much of its attention on achieving
acceptable performance in France as soon as possible.
Overall, the Board of Directors is clearly satisfied with
the achievements and performance of Advanzia in 2014,
and the Board of Directors expects Advanzia to maintain
its strong growth and profitability going forward.
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Board and Management in 2014
In 2014, the Board of Directors has consisted of the following persons:
Mr. Henning Jensen, Norway (Chairman), Chief Executive Officer, Kistefos AS (until 13 February 2014)
Mr. Tom Ruud, Norway (Chairman), Chief Executive Officer, Kistefos AS (since 13 February 2014)
Dr. rer. pol. Thomas Schlieper, Switzerland (Deputy Chairman)
Dr. Karl Heinz Thomas Altenhain, Germany, Consultant (until 8 December 2014)
Mr. Bengt Arve Rem, Norway, Deputy CEO, Kistefos AS (since 8 December 2014)
Mr. Tor Erland Fyksen, Luxembourg, Chief Risk Officer, Advanzia Bank
Mr. Christian Holme, Norway, Investment Director, Kistefos AS
Mr. Tom Ruud succeeded Mr. Henning Jensen who resigned as Chairman and member of the Board of Directors of
Advanzia on 13 February 2014. Dr. Thomas Altenhain was succeeded by Mr. Bengt Arve Rem on 8 December 2014.

Left to right: Mr. Gregor Sanner, Mr. David Voss, Mr. Tor Erland Fyksen*, Dr. rer. pol. Thomas Schlieper*, Mr. Tom Ruud*, Mr. Marc Hentgen,
Mr. Eirik Holtedahl, Mr. Christian Holme*, Mr. Petrus Johannes (Pieter) Verhoeckx (*member of Board of Directors)

The management of Advanzia is organised as an Executive Management Committee, consisting of the Chief Executive
Officer and the Deputy Chief Executive Officer. The Executive Management Committee has delegated some of the
management of the day-to-day business to a Management Committee which during 2014 has consisted of the
following persons:
Mr. Marc Hentgen, Germany, Chief Executive Officer (Chief Marketing Officer until 30 April 2014)
Mr. Eirik Holtedahl, Luxembourg, Deputy Chief Executive Officer, Chief Financial Officer
Mr. Tor Erland Fyksen, Luxembourg, Chief Risk Officer
Mr. Petrus Johannes (Pieter) Verhoeckx, Luxembourg, Chief Customer Relations Officer
Mr. Gregor Sanner, Germany, Chief Operations Officer
Mr. David Voss, Germany, Chief Marketing Officer (since 1 May 2014)
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Financial Statements
For arithmetical reasons, the following tables may contain rounding differences.

Statement of Financial Position as at 31 December 2014

In thousands of EUR
ASSETS
Cash, balances with central banks

Note

2014

2013

13

34 998

30 884

691 267

699 217

Loans and advances
whereof: financial institutions

14

85 771

200 254

whereof: customers

15

605 496

498 963

Tangible assets

16

556

377

Intangible assets

17

1 166

942

Other assets

18

986

1 521

728 973

732 941

2014

2013

Total assets

LIABILITIES & EQUITY

Note

Amounts owed to financial institutions

14

6

0

Amounts owed to customers

19

650 937

652 827

Tax liabilities

20

6 022

3 213

Other liabilities

21

Total liabilities

5 677

5 925

662 642

661 965

Subscribed capital

22

16 992

16 279

Issue premiums

22

8 537

18 608

9,22

80

80

Other reserves

Share-based payment reserve

22

5033

2 640

AGDL reserve

23

4 367

0

Profit (loss) carried forward

26 609

12 096

Result for the financial year

27 713

21 273

Interim dividends
Total equity
Total liabilities and equity

-23 000

0

66 331

70 976

728 973

732 941

The notes are an integral part of these financial statements.
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Statement of Comprehensive Income
For the year ended 31 December 2014

In thousands of EUR
Note
Financial and operational income and expenses

2014

2013

101 288

82 675

97 736

80 668

Interest income

6

Interest expenses

6

-7 132

-8 761

Commission income

7

12 680

11 603

Commission expenses

7

-6 974

-6 980

Other operating income

8

5 827

6 144

Other operating expenses

8

-849

0

-31 569

-27 395

9

-8 404

-7 230

10

-23 165

-20 165

-887

-884

Administrative expenses
Personnel expenses
General administrative expenses
Depreciation and amortisation on (in)tangible assets
Depreciation on tangible assets

16

-227

-260

Amortisation on intangible assets

17

-660

-624

11

-29 678

-24 342

39 154

30 055

-11 441

-8 782

Result on activities after taxes

27 713

21 273

Result for the year

27 713

21 273

Impairment on financial assets
Result on activities before taxes
Income taxes

12

Other comprehensive income for the year

0

0

Total comprehensive income for the year

27 713

21 273

The notes are an integral part of these financial statements.
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Statement of Changes in Equity
For the year ended 31 December 2014

2014
In thousands of EUR

Equity 1 January 2014
Capital increase 20 March 2014

Subscribed
capital

Issue
premiums

Share-based
payment
reserve

Reserves

Profit (loss)
carried
forward

Net profit or
loss for the
financial year

Total
equity

16 279

18 608

80

2 640

12 096

21 273

70 976

395

649

1 043

Allocation to profit carried forward 10 April 2014

18 952

Allocation to reserves 10 April 2014

2 321

Capital distribution 10 April 2014
Capital increase 20 August 2014

212

0
-12 000

854

1 066
61

-61

Capital distribution 20 August 2014

0
-12 000

106

427
-11 000

Allocation to reserves 24 November 2014
Allocation to AGDL reserve 31 December 2014

-11 000

11

-11

0

4 367

-4 367

0

Total comprehensive income for the year
16 992

-12 000
533

Capital distribution 24 November 2014

Equity 31 December 2014

0

-2 321

-12 000

Allocation to reserves 20 August 2014
Capital increase 24 November 2014

-18 952

27 713

27 713

8 537

80

9 400

26 609

4 713

66 331

Subscribed
capital

Issue
premiums

Share-based
payment
reserve

Reserves

Profit (loss)
carried
forward

Net profit or
loss for the
financial year

Total
equity

16 279

26 108

80

884

795

13 058

57 204

11 301

-11 301

0

The notes are an integral part of these financial statements.

2013
In thousands of EUR

Equity 1 January 2013
Allocation to profit carried forward 3 May 2013
Allocation to reserves 3 May 2013

1 757

Capital distribution 3 May 2013

-1 757

-7 500

Total comprehensive income for the year
Equity 31 December 2013

16 279

18 608

0
-7 500

80

2 640

12 096

21 273

21 273

21 273

70 976

The notes are an integral part of these financial statements.

Advanzia Bank S.A. Annual Report 2014 11

Statement of Cash Flows
For the year ended 31 December 2014

In thousands of EUR
OPERATING ACTIVITIES

2014

2013

Interest, commissions receipts

110 416

92 271

Interest, commissions payments

-14 106

-15 740

5 827

6 144

Operating payments

-43 859

-36 177

(Increase) decrease in money market placements

110 262

45 224

-136 210

-118 746

Other receipts

(Increase) decrease in loans to customers
(Increase) decrease in deposits from financial institutions

6

0

-1 890

82 277

(Increase) decrease in other assets

534

-380

Increase (decrease) in tax liabilities

2 809

287

-248

1 111

33 541

56 271

2014

2013

Investments in tangible and intangible assets

-1 289

-703

Net cash flow from investment activities

-1 289

-703

2014

2013

(Increase) decrease from dividend payments/ capital distributions

-32 358

-7 500

Net cash flow from financing activities

-32 358

-7 500

-107

48 068

92 754

44 686

-107

48 068

92 647

92 754

Increase (decrease) in deposits from customers

Increase (decrease) in other liabilities
Net cash flow from operating activities

INVESTMENT ACTIVITIES

FINANCING ACTIVITIES

Net cash flow
Opening balance of cash and cash equivalents
Net cash flow for the period
Ending balance of cash and cash equivalents
Please see note 13 regarding cash and cash equivalents.
The notes are an integral part of these financial statements.
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1. Reporting entity
Advanzia Bank S.A. (“the Bank” or “Advanzia”) is a bank domiciled in the Grand Duchy of Luxembourg. The
address of the Bank’s registered office is 9, rue Gabriel Lippmann, Parc d’Activité Syrdall 2, L-5365 Munsbach,
Luxembourg.
The financial statements of the Bank as at and for the year ended 31 December 2014 include the entire Bank.

2. Basis of preparation
(a) Statement of compliance
The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRS) as issued by the International Accounting Standards Board (IASB) and as adopted by the European
Union in accordance with the Regulation No. 1606/2002 of the European Parliament and of the Council on
the application on International Accounting Standards.
The financial statements were authorised for issue by the Board of Directors on 20 February 2015.
(b) Basis of measurement
The financial statements have been prepared on the historical cost basis, except for the Participation
Certificates (see note 3(q)(iii) and note 22).
(c) Functional and presentation currency
These financial statements are presented in euro, which is the Bank’s functional currency. All amounts have
been rounded to the nearest thousand, unless otherwise indicated.
(d) Significant events after balance sheet date
The Bank is not aware of any significant events after balance sheet date which would have a material impact
on the 2014 financial statements.

3. Significant accounting policies
The accounting policies set out below have been applied consistently by Advanzia Bank S.A. to all periods
presented in these financial statements.
(a) Basis of consolidation
The Bank has no subsidiaries, shareholdings or similar in other entities, and thus there is no consolidation of
financial statements.
(b) Foreign currency
Transactions in foreign currencies are translated into the respective functional currency of the operation at
the spot exchange rate at the date of the transaction. A foreign currency transaction is recorded initially at the
rate of exchange at the date of the transaction. At each subsequent balance sheet day, the foreign currency
monetary amounts are reported by using the closing rate. Exchange differences arising when monetary items
are settled or when monetary items are translated at rates different from those at which they were translated
when initially recognised or in previous financial statements are reported in profit or loss in the period.
(c) Interest
Interest income and expense are recognised in the Statement of Comprehensive Income using the effective
interest method. The effective interest rate is the rate that exactly discounts the estimated future cash
payments and receipts through the expected life of the financial asset or liability (or, where appropriate,
a shorter period) to the carrying amount of the financial asset or liability. When calculating the effective
interest rate, the Bank estimates future cash flows considering all contractual terms of the financial
instrument but not future credit losses.
The calculation of the effective interest rate includes all fees and points paid or received, if any, that are
an integral part of the effective interest rate. Transaction costs include incremental costs that are directly
attributable to the acquisition or issue of a financial asset or liability.
For impaired assets, the Bank continues to recognise the interest income based on the effective interest rate
method.
Interest income and expense presented in the Statement of Comprehensive Income include:
• interest on financial assets and liabilities at amortised cost calculated on an effective interest basis.
The Bank has not had available-for-sale investment, securities, derivatives or similar during the reporting period
or at balance sheet date.
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(d) Fees and commission
Fees and commission income and expenses that are integral to the effective interest rate on a financial asset
or liability are included in the measurement of the effective interest rate.
Other fees and commission income, interchange fees from MasterCard, including account servicing fees, are
recognised as the related services are performed.
Other fees and commission expense relate mainly to transaction and service fees, which are expensed as the
services are received.
(e) Lease payments made
Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term
of the lease.
(f) Income tax expense
Income tax expense comprises current and deferred tax. Income tax expense is recognised in the Statement
of Comprehensive Income except to the extent that it relates to items recognised directly in equity, in which
case it is recognised in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.
(g) Financial assets and liabilities
(i)

Recognition
The Bank initially recognises loans and advances and deposits on the date at which they are originated.
For credit cards, a loan is originated when the customer uses the card and by that transaction the Bank
gives a loan to the customer. For loans to (deposits with) other banks, the loan is originated when the
Bank has transferred the funds to the bank. For deposits from customers, the liability is originated when
the Bank receives the payment transaction with the funds deposited by the customer.

(ii) Classification
At inception, a financial asset is classified in one of the following categories:
• loans and receivables;
• held to maturity;
• available-for-sale; or
• at fair value through profit or loss and within the category as:
• held for trading; or
• designated at fair value through profit or loss.
The Bank’s credit card loans, deposits with other banks and deposits from customers are classified as
loans and receivables.
(iii) Derecognition
The Bank derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or when it transfers the rights to receive the contractual cash flows on the financial asset
in a transaction in which substantially all the risks and rewards of ownership of the financial asset
are transferred. Any interest in transferred financial assets that is created or retained by the Bank is
recognised as a separate asset or liability.
The Bank derecognises a financial liability when its contractual obligations are discharged or cancelled
or expire.
The Bank enters into transactions whereby it transfers assets recognised on its balance sheet, but retains
either all or substantially all of the risks and rewards of the transferred assets or a portion of them. If all
or substantially all risks and rewards are retained, then the transferred assets are not derecognised from
the balance sheet. Transfers of assets with retention of all or substantially all risks and rewards include,
for example, securities lending and repurchase transactions.
In transactions in which the Bank neither retains nor transfers substantially all the risks and rewards
of ownership of a financial asset, it derecognises the asset if it does not retain control over the asset.
The rights and obligations retained in the transfer are recognised separately as assets and liabilities as
appropriate. Transfers in whom control over the asset is retained, the Bank continues to recognise the
asset to the extent of its continuing involvement, determined by the extent to which it is exposed to
changes in the value of the transferred asset.
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(iv) Amortised cost measurement
The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation
using the effective interest method of any difference between the initial amount recognised and the
maturity amount, minus any reduction for impairment.
(v) Fair value measurement
Fair value is the amount for which an asset could be exchanged or a liability settled between
knowledgeable and willing parties in an arm’s length transaction on the measurement date. See also
note 4 regarding the determining of fair value.
(vi) Identification and measurement of impairment
At each balance sheet date the Bank assesses whether there is objective evidence that financial assets
are impaired. Financial assets are impaired when objective evidence demonstrates that a loss event has
occurred after the initial recognition of the asset, and that the loss event has an impact on the future
cash flows of the asset that can be estimated reliably.
Objective evidence that financial assets are impaired can include default or delinquency by a borrower,
restructuring of a loan or advance by the Bank on terms that the Bank would not otherwise consider,
indications that a borrower or issuer will enter bankruptcy, the disappearance of an active market
for a security, or other observable data relating to a group of assets such as adverse changes in the
payment status of borrowers or issuers in the group, or economic conditions that correlate with defaults
in the group.
The Bank considers evidence of impairment for loans and advances at both a specific asset and collective
level. All individually significant loans and advances are assessed for specific impairment. All individually
significant loans and advances found not to be specifically impaired are then collectively assessed for
any impairment that has been incurred but not yet identified. Loans and advances and held-to-maturity
investment securities that are not individually significant are collectively assessed for impairment by
grouping together loans and advances and held-to-maturity investment securities with similar risk
characteristics.
In assessing collective impairment the Bank uses experience data from the Bank when available, or
from other sources (such as collection agencies, etc.) for similar types of loans and defaults, timing
of recoveries and the amount of loss incurred, adjusted for management’s judgement as to whether
current economic and credit conditions are such that the actual losses are likely to be greater or less
than suggested by historical modelling. Default rates, loss rates and the expected timing of future
recoveries are regularly benchmarked against actual outcomes to ensure that they remain appropriate.
Impairment losses on assets carried at amortised cost are measured as the difference between the
carrying amount of the financial asset and the present value of estimated future cash flows discounted
at the asset’s original effective interest rate. Losses are recognised in profit or loss and reflected in an
allowance account against loans and advances. Interest on the impaired asset continues to be recognised
through the unwinding of the discount which arises due to the present value calculation. When a
subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is
reversed through profit or loss.
The bank is continuously monitoring the development of its recoverability, and provides on that basis
estimates for the recoverability of the remaining cash flows for its impaired loans. These estimates are
updated in accordance with actual performance and possible revision of expectations with respect to
recoverability.
The Bank assesses that credit card loans which are more than 60 days past due are to be considered as
impaired. Loans 90 days past due are cancelled, and the full outstanding loan balance becomes payable.
Past due but not impaired loans are those for which contractual interest or principal payments are past
due but the Bank believes that impairment is not appropriate. These are loans, or groups of loans, for
which the Bank does not consider that there exists objective evidence of impairment.
The Bank only makes impairments or provisions for impairments on loans or groups of loans for which
there is objective evidence of impairment. For impaired loans, where the Bank has received an executory
title and where there is no evidence that the borrower is in a current position to repay parts of the loan,
the Bank writes off 85% of the loans as well as the loans’ allowances for impairment. The borrower
will be monitored for up to the next 30 years based on a legal title in order to see if he will come in a
payment position.
For impaired loans that are considered uncollectible, the Bank will fully write off the loan balances
and any related allowances for impairment. This determination of un-collectability is reached after
considering information such as the occurrence of significant changes in the borrower’s financial position
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such that the borrower can no longer pay the obligation. Furthermore, loans which are more than 1 200
days past due where no repayment has been received the last six months, and where the customer will
not be monitored for the next 30 years, are written off.
(h) Cash and cash equivalents
Cash and cash equivalents include notes and coins on hand, unrestricted balances held with central
banks, unrestricted balances held with other banks, which are subject to insignificant risk of changes in
their fair value, and are used by the Bank in the management of its short-term commitments.
Cash and cash equivalents are carried at amortised cost in the Statement of Financial Position.
(i) Loans and advances
Loans and advances are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and that the Bank does not intend to sell immediately or in the near term.
Loans and advances are initially measured at fair value plus incremental direct transaction costs if any,
and subsequently measured at their amortised cost using the effective interest method.
The Bank issues MasterCard revolving type credit cards, where the customers are given a credit limit
which they can draw on. The customer may use these credit cards at points of sales and in banks for
purchases and cash withdrawals. Transactions from card usage will result in the customer building up a
loan balance. The customer will on a monthly basis receive an invoice, where he is required to repay a
minimum amount (the higher of 3% of the loan balance or EUR 30, or the entire loan balance if it less
than EUR 30), or repay up to the full outstanding loan balance if the customer so desires. The Bank may
at any time change the interest rate charged to the card and/or cancel the loan agreement.
In line with the new professional card service which started in 2014 the bank acts as a card issuer for
other institutions. The transactions from card usage build up a loan balance which is invoiced to the
business partner on monthly basis and is settled in total.
(j) Property and equipment
(i)

Recognition and measurement
Items of property and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses.
Cost includes expenditures that are directly attributable to the acquisition of the asset. Purchased
software that is integral to the functionality of the related equipment is capitalised as part of that
equipment.
When parts of an item of property or equipment have different useful lives, they are accounted for as
separate items (major components) of property and equipment.
The gain or loss on disposal of an item of property and equipment is determined by comparing the
proceeds from disposal with the carrying amount of the item of property and equipment, and is
recognised in other income/other expenses in profit or loss.

(ii) Depreciation
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each
part of an item of property and equipment. The estimated useful lives for the current and comparative
periods are as follows:
• IT equipment		

3 years

• fixtures and fittings

4-5 years

Depreciation methods, useful lives and residual values are reassessed at the reporting date and adjusted
if appropriate.
(k) Intangible assets
(i)

Software
Software acquired by the Bank is stated at cost less accumulated amortisation and accumulated
impairment losses.
Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful life of the
software, from the date that it is available for use. The estimated useful life of software is three years.

(l) Impairment of non-financial assets
The carrying amounts of the Bank’s non-financial assets, other than investment property and deferred
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tax assets are reviewed at each reporting date to determine whether there is any indication of impairment.
If any such indication exists then the asset’s recoverable amount is estimated.
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset.
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognised in profit or loss.
(m) Reversal of impairments of non-financial assets
An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.
(n) Deferred tax
Deferred tax is provided for temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes.
Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they can
be used. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that is no
longer probable that the related tax benefit will be realised.
(o) Deposits, debt securities issued and subordinated liabilities
The Bank’s sources of debt funding may consist of customer deposits, direct loans from other financial
securities, debt securities issued and subordinated liabilities.
The Bank classifies capital instruments as financial liabilities or equity instruments in accordance with the
substance of the contractual terms of the instruments, and as defined in IAS 32. Deposits, debt securities
issued and subordinated liabilities are initially measured at fair value plus directly attributable transaction
costs, and subsequently measured at their amortised cost using the effective interest method, except where
the Bank chooses to carry the liabilities at fair value through profit or loss.
(p) Accrued expenses
An accrual is recognised if, as a result of a past event, the Bank has a present legal or constructive obligation
that can be estimated reliably, but where no invoice or similar has been received, and it is probable that an
outflow of economic benefits will be required to settle the obligation.
(q) Employee benefits
(i)

Defined contribution plans
Obligations for contributions to defined contribution pension plans are recognised as an expense in
profit or loss when they are due.

(ii) Short-term benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided.
(iii) Participation certificates
Participation certificates (PC) are instruments given to certain employees, which under some conditions
will give a benefit to the holder. The PCs will entitle the holder to a cash pay-out in the event of an
exit (listing, asset sale, share sale) of Advanzia, by mandatory redemption of the PCs or by statutory
redemption of the PCs. Mandatory redemption occurs if an employee leaves the Bank in accordance
with certain terms (“good leaver” clauses, by own decision, etc.), and usually after three years. The Bank
has the right, but is not obliged, to perform a statutory redemption of the PCs after six years, and then at
a rate of 25% of issued PCs per year.
In the event of an exit, the value of a PC will be based on the transactional (i.e. sales) value of the Advanzia
shares, with adjustments for interest adjusted paid-in share capital, and the number of outstanding shares
and PCs. In the event of a statutory or mandatory redemption, the value of the PCs will be based on the net
asset value of the Bank’s assets and liabilities with adjustments for interest adjusted paid-in share capital
and statutory minimum reserves, and the number of outstanding shares and PCs.
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The value of the PCs is subject to and contingent on sufficient available and distributable accumulated profit.
The PC’s are fully vested, but subject to statutory redemption at the Bank’s discretion between six and
ten years after the first issuance of PC’s, which took place in 2006.
The fair value of the PC’s is calculated on the basis of the above conditions. The cost of issuing these PC’s
is recognised at their fair value in profit or loss and in liabilities.
(iv) Options to employees
The Bank has in 2010 established an Employee Stock Option (ESO) for the CEO, when he was awarded
2 252 ESOs. The ESOs underlying assets are 2 252 Class G1 shares in Advanzia Bank S.A. which are issued
and outstanding. The ESOs were fully vested in 2010, and may be exercised between 1 March 2013 and
1 March 2018.
In the absence of a market value of these options, the Bank has calculated the theoretical value of
issuing these ESOs at the time of issuance. The valuation is done by using the Black-Scholes-Merton
option pricing model, with the following assumptions: American type call options, no dividend payments
foreseen, share price based on the company’s book value at the awarding date of EUR 179, maturity of
options on 1 March 2018, volatility based on volatility of peer banks, applying a risk free rate, and an
effective strike price of EUR 252.25 and discount of 15% due to non-voting rights and non-transferability
of the shares.
The cost of issuing these options is recognised at their fair value in the profit or loss and in equity when
they were issued.
(r) Share capital and reserves
Incremental costs directly attributable to the issue of an equity instrument are deducted from the initial
measurement of the equity instruments.
(s) New standards and interpretations not yet adopted
A number of new standards, amendments to standards and interpretations are effective for periods beginning
after 1 January 2014, and have not been applied in preparing these financial statements. Those which may be
relevant to the Bank are set below. The Bank does not plan to adopt these standards early.
•	IFRS 9 (Financial Instruments) has not yet been adopted by the EU, and is not foreseen to enter into effect
before 1 January 2018. The adoption of IFRS 9 may have an impact on the Bank’s financial statements, and
in particular on provisions for impairments of loans and requirements for recognition and measurement
of financial instruments.
The Bank is still in the process of evaluating the potential effects of this standard to the extent that it applies
to the Bank.
It is expected that this standard will be implemented to the extent that they will apply to the Bank, when they
are adopted by the EU and enter into force.

4. Use of estimates and judgements
The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised and in any future periods affected.
Information about significant areas of estimation uncertainty and critical judgements in applying accounting
policies that have the most significant effect on the amounts recognised in the financial statements are described
in note 4 and note 27.
Key sources of estimation uncertainty
Allowances for credit losses
Assets accounted for at amortised cost are evaluated for impairment on a basis described in the Bank’s
procedures.
In general, the Bank assesses impairments on credit card loans collectively, as this is the most practical
approach given the number of credit card loans, and the average low exposure on each loan.
An impairment assessment is applied to non-performing credit card loans to cover credit losses inherent in
portfolios of loans with similar credit risk characteristics when there is objective evidence to suggest that they
contain impaired loans.
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For credit card loans, the Bank considers that there is objective evidence of impairment when a loan or group
of loans is 60 days or more past due. In addition the Bank analyses other traits to verify if there is other
objective evidence of impairment. An impairment allowance is assessed on the groups of loans, categorised
by the number of days past due, or other criteria. In order to estimate the required allowance, assumptions
are made to define the way inherent losses are modelled and to determine the required input parameters,
based on historical data and current economic conditions. The accuracy of the allowances depends primarily
on the estimates of collectability over time. The Bank continuously assesses and monitors the collectability of
delinquent loans.
In addition, the Bank may also apply allowances for impairment applied to financial assets evaluated
individually, if there are particular events that warrant this. The assessment is made upon management’s best
estimate of the present value of the cash flows that are expected to be received. In estimating these cash
flows, management makes judgements about the nature of the delinquency and the counterparty’s financial
situation. Each impaired asset is assessed on its merits, and the workout strategy and estimate of cash flows
considered recoverable are independently approved by the Credit Risk function.
Determining fair values
The Bank considers that based on the contractual parameters (short term nature, variable interest rate,
cancellation possibilities, etc.), the carrying amounts of its assets and liabilities represent a reasonable
approximation for the fair value of these assets and liabilities.
Financial asset and liability classification
The Bank’s accounting policies provide scope for assets and liabilities to be designated at inception into
different accounting categories in certain circumstances:
• The Bank has not classified any of its financial assets or liabilities as “trading”.
• The Bank has not classified any financial assets or liabilities at fair value through profit or loss.
• The Bank has not classified any financial assets as held-to-maturity.

5. Segment reporting
The Bank only has two main products, credit cards and deposit accounts which both are in the retail banking
business line, and mainly operates in Germany, Luxembourg and France, which in relation to Advanzia’s products
may be considered as one geographical area. As the Bank’s debt and equity instruments are neither traded on a
public market nor is it planned to issue any class of instruments in a public market the IFRS 8 standard is
not applicable.

6. Net interest income
Interest income
Interest income is earned on bank placements (including money market placements) and customer loans:
In thousands of EUR
INTEREST INCOME

2014

2013

306

488

Customers

97 430

80 180

Total interest income

97 736

80 668

Financial institutions

Interest income is charged on impaired loans to customers based on the effective interest rate method. Of this
interest income, EUR 2 472 000 is interest on impaired receivables (2013: EUR 2 139 000). This interest income is
recognised net of applicable impairments to the loans. Please see note 11. For a description of concentration with
respect to sector and geographical location, please see note 27(c)(iii).
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Interest expense
Interest expense is paid on loans from banks and customer deposits:
In thousands of EUR
INTEREST EXPENSE

2014

2013

0

0

Customers

-7 132

-8 761

Total interest expense

-7 132

-8 761

Financial institutions

7. Net fee and commission income
Commission income is made up of interchange fees received from MasterCard and reminder fees charged to
credit card customers. For a description of concentration with respect to sector and geographical location, please
see note 27(c)(iii).
Commission expense includes account handling fees paid to banks as well as miscellaneous fees paid to
MasterCard.

8. Other operating income
Other operating income comprises all income not recorded elsewhere. In 2014, the amount also contains a
repayment regarding withholding tax of EUR 5 029 million, see note 12. Furthermore the account contains
repayments totalling EUR 63 661 from a 2008 contribution to AGDL.
Other operating expenses consist of an arrangement fee in relation to the acquisition of a financial instrument
during the year.

9. Personnel expenses
Personnel expenses include wages and salaries as well as social security and other costs. In addition, some
employees participate in a defined pension insurance contribution plan. The Bank’s cost for this pension plan
including applicable taxes was in 2014 of EUR 120 633 (2013: EUR 113 344). All pension contributions are paid
in apart from applicable taxes, for which an accrued expense of EUR 20 105 has been made.
Share-based payment transactions
The Bank introduced in 2006 a Participation certificate (PC) program offered to some of the employees as a
reward incentive. The issuance of PC’s is done at the Bank’s discretion which may change from year to year.
No PC’s have been allocated in 2014. The fair value of the PCs is at balance sheet date assessed to be zero.
For further description of the PCs, see note 3(q)(iii).
The CEO of Advanzia Bank S.A. was in 2010 awarded 2 252 Employee Stock Options (ESO), and the cost of these
were recorded that year as the options were fully vested in that year. Please also see note 3(q)(iv) and note 22
for additional details.

10. General administrative expenses
These expenses consist of expenses related to the administration and operations of the Bank, such as office rent
and operations, operational lease payments, outsourced services, etc., as well as customer acquisition costs.
Operational lease payments are as follows:
In thousands of EUR
OPERATIONAL LEASES

2014

2013

Office rental

552

506

Other leases

102

114
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The Bank has future payment commitments arising from rental agreements, service agreements, etc., covering
multiple years, and which may be summarised as follows:
<1 year

1-5 years

> 5 years

As at 31 December 2014

2 389

2 922

2 210

As at 31 December 2013

1 965

1 223

0

In thousands of EUR
COMMITMENTS

The increase in commitments is mainly related to the new office rental contract with a duration of nine years.

11. Impairment on financial assets
The Bank applies an allowance for impairment on loans that it considers to be impaired.
Please see note 27(c)(ii)and note 3(g)(vi) regarding impairment of loans. In addition, loans that are deemed
uncollectible are written off.
The losses from impairment and write-offs of financial assets are composed as follows:
In thousands of EUR
IMPAIRMENT

2014

2013

Net (loss)/gain from impairment

-7 304

-7 215

Write-offs

-22 373

-17 127

Total impairments

-29 678

-24 342

The Bank is assessing the impairment on credit card loans on a group basis and based on expected recoveries of
delinquent loans. For loans that were less than 60 days past due, the Bank did at balance sheet date not consider
that there were any other objective evidence of impairment, except for those loans where the contract has been
cancelled by the Bank.

12. Income taxes
The bank has at balance sheet date a result on activities before taxes of EUR 39 153 022, on which income tax
amounts to EUR 11 440 513 (tax rate 2014: 29.22%).
Under the consideration of the credit for foreign withholding tax, the effective tax expense as at 31 December
2014 amounts to EUR 6 411 180.
There are no deferred tax liabilities or assets as of 31 December 2014.

13. Cash and cash equivalents
In thousands of EUR
CASH AND CASH EQUIVALENTS

2014

2013

Balances with central banks

34 998

30 884

Loans and advances to financial institutions

57 649

61 870

Balance at 31 December

92 647

92 754

Balances with central banks represent the placements with the Luxembourg Central Bank, which, inter alia, is
also used to meet the Bank’s minimum reserve requirements. These funds may be withdrawn at any time, as the
minimum reserve requirements have to be respected as an average on a monthly basis. Loans and advances to
financial institutions are unrestricted balances with financial institutions available on demand. The Bank holds
no notes or coins at hand.
The asset is recognised at its carrying amount.
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14. Loans and advances and amounts owed to financial institutions
In thousands of EUR
LOANS & ADVANCES TO FINANCIAL INSTITUTIONS

2014

2013

Available on demand

57 649

61 870

Money market placements

28 122

138 384

Balance at 31 December

85 771

200 254

Money market placements are term deposits with other financial institutions (banks). On 31 December 2014
there was one placement with an original maturity of three months.
The Bank has pledged term deposits of EUR 28.1 million as collateral for a guarantee in favour of MasterCard,
in order to guarantee Advanzia’s payment obligations towards MasterCard.
The assets are recognised at their carrying amount which is considered a reasonable approximation for their fair
values, due to their short term nature, see also note 27(e).
At balance sheet date the Bank has a liability of around EUR 6 000 in relation to an overdraft on a current account
in USD.

15. Loans and advances to customers
This item includes credit card loans to the Bank’s retail customers.
In thousands of EUR
LOANS & ADVANCES TO CUSTOMERS AT AMORTISED COST

2014

2013

Credit card loans to retail customers

642 405

528 568

Impairment

-36 909

-29 605

Balance at 31 December

605 496

498 963

2014

2013

29 605

22 390

Allowances for impairments are estimated as follows:
In thousands of EUR
ALLOWANCES FOR IMPAIRMENTS
Balance at 1 January as reported
Impairment loss for the year
Charge for the year

29 678

24 342

-22 373

-17 127

36 909

29 605

IT equipment

Fixtures and fittings

Total

1 058

544

1 602

Write-offs (net of recoveries)
Balance at 31 December

The above assets are recognised at their carrying amount.

16. Tangible assets
In thousands of EUR
COST
Balance at 1 January 2014
Acquisitions

251

155

406

1 309

699

2 008

Balance at 1 January 2013

853

497

1 350

Acquisitions

205

47

252

1 058

544

1 602

Balance at 31 December 2014

Balance at 31 December 2013
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IT equipment

Fixtures and fittings

Total

Balance at 1 January 2014

767

458

1 224

Depreciation for the period

180

47

227

Balance at 31 December 2014

947

505

1 452

Balance at 1 January 2013

586

378

964

Depreciation for the period

181

79

260

Balance at 31 December 2013

767

458

1 224

Net tangible assets at 31 December 2014

362

194

556

Net tangible assets at 31 December 2013

291

87

377

In thousands of EUR
ACCUMULATED DEPRECIATION

17. Intangible assets
Purchased software

Total

3 351

3 351

884

884

Balance at 31 December 2013

4 235

4 235

Balance at 1 January 2013

2 900

2 900

452

452

3 351

3 351

2 409

2 409

In thousands of EUR
COST
Balance at 1 January 2014
Acquisitions

Acquisitions
Balance at 31 December 2013
ACCUMULATED AMORTISATION
Balance at 1 January 2014
Amortisation for the period

660

660

Balance at 31 December 2014

3 069

3 069

Balance at 1 January 2013

1 785

1 785

624

624

Balance at 31 December 2013

2 409

2 409

Net intangible assets at 31 December 2014

1 166

1 166

Net intangible assets at 31 December 2013

942

942

Amortisation for the period

18. Other assets
Other assets are made up of prepaid administrative expenses.

19. Amounts owed to customers
All amounts due to customers are all on demand deposit accounts, repayable on a day to day basis, where the
interest rate may at any time be adjusted by the Bank. The Bank does neither offer any current accounts nor term
deposits to its customers. Customers may deposit funds to and withdraw funds from accounts held in their own
name. The Bank only accepts physical persons as customers. The funds are available on demand, and the Bank
may at any time change the interest rate that it pays on these accounts. The Bank may also cancel the accounts
at any time.
The liability is recognised at its carrying amount due to the contractual parameters (short term, variable interest
rate, cancellable).
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20. Tax liabilities
In thousands of EUR
2014

2013

Income tax payable

6 022

3 213

Balance at 31 December

6 022

3 213

2014

2013

1 500

1 137

855

1 617

Other accruals

3 322

3 171

Balance at 31 December

5 677

5 925

21. Other liabilities
In thousands of EUR

Short term payables
Preferential creditors

Short term payables consist of obligations to suppliers falling due within 1 month.
Preferential creditors include liabilities towards public authorities such as withholding tax, social security
contributions, etc.
Other accruals cover expected payments for goods or services delivered by balance sheet date, and which are
foreseen to become payable within the next 12 months.

22. Equity
The movements in the capital accounts are presented under the Statement of Changes in Equity.
The recorded amount in the share based payment reserve originates from recognising the effect of issuing employee
stock options in 2010 recorded at fair value. Please see description below, as well as note 3(q)(iv) and note 9.
Subscribed capital and issue premiums
The subscribed capital, issue premiums, authorised capital (excluding subscribed share capital) and voting and
non-voting shares developed as follows during 2014:

In thousands of EUR

1 January 2014
20 March 2014 Share conversion and capital increase

Subscribed
capital (EUR)

Issue premiums
(EUR)

Authorised
capital (EUR)

Issued
voting shares

Issued
non-voting
shares

16 279

18 608

3 114

194 731

15 479

395

649

4 800

-4 800

10 April 2014 Capital distribution

-12 000

20 August 2014 Share conversion and capital increase

212

854

2 578

-2 578

24 November 2014 Share conversion and capital increase

106

427

1 289

-1 289

16 992

8 537

203 398

6 812

31 December 2014

3 114

The Annual General Meeting of the Bank decided in April 2014 to repay EUR 12 000 000 of the Issue Premiums
to the Bank’s shareholders of the Class A - Class D shares. Furthermore, the Bank has completed three capital
increases in relation to share conversions, totalling EUR 2 642 265. After these movements, the sum of subscribed
capital and issue premiums amounted to EUR 25 529 338.
As at 31 December 2014 the Bank held 2 252 Class G1 shares which serve as underlying assets for the 2 252
employee stock options, with a nominal value of EUR 2 815. These shares were acquired from the CEO of the
Bank in December 2009 at zero cost as part of the agreement for the establishment of the CEO’s stock option
program. These shares are to be considered treasury stock, but as a consequence of being valued at no cost,
the shares are not reducing the share capital.
The authorised capital excludes the subscribed capital.
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As at 31 December 2014, the 210 210 issued shares were distributed among the following share classes:
SHARE CLASS

Number of shares

Class A

16 831

Class A1

13 552

Class B

3 287

Class B1

14 561

Class C

115 713

Class D

39 454

Total voting shares

203 398

Class F

3 432

Class G1

3 380

Total non-voting shares

6 812

Total issued shares

210 210

Shares in share classes A-D are voting shares and have a nominal value of EUR 83.50 each. Shares in share classes
F-G1 have a nominal value of EUR 1.25 each, and have no voting rights. As at 31 December 2014, management
held directly or indirectly 19 361 shares in Advanzia Bank S.A.
Reserves
Advanzia Bank S.A. has in 2014 allocated EUR 2 321 095 of the 2013 profit to reserves. These reserves consist of
the legal reserves under Luxembourg Companies’ law (EUR 891 007) as well as a reserve according to Luxembourg
tax law (EUR 1 430 088).
Along with the capital increases of 20 August 2014 and 24 November 2014 the legal reserve was increased
by EUR 60 684 and EUR 10 602.
In addition Advanzia Bank S.A. allocated an amount of EUR 4 367 208 to a new AGDL reserve in 2014.
This reserve represents 1% (net of taxes) of Advanzia’s deposits covered by the AGDL scheme (see note 23),
and is not included for capital adequacy purposes.
The total of the reserves as at 31 December 2014 amounts to EUR 9 399 904 which is not distributable.
Dividends
Advanzia Bank S.A. has in 2014 declared an interim dividend of EUR 12 million on 20 August 2014, and another
interim dividend of EUR 11 million on 20 November 2014. These dividends were attributable to the holders of the
ordinary Class A - Class D shares. These shareholders received no dividends in 2013.
As Class F - Class G1 shares are non-voting shares, they are entitled to a preferred cumulative dividend of 2%
p.a. based on their nominal value. The 2 252 Class G1 shares that the Bank holds (see above) do not qualify for
dividend payment, as the Bank is the shareholder.
The holders of the outstanding Class F - Class G1 shares received a dividend for 2013 of EUR 211 on 10 April 2014,
and an interim dividend for 2014 of EUR 146 on 20 August 2014. In 2013 such shares received dividends of
EUR 311. At balance sheet date, all cumulative preferred dividends for the outstanding Class F - Class G shares for
2014 have been paid in 2014, and no preferred dividend will be proposed to be paid for these shares in 2015.
Participation certificates
Advanzia Bank S.A. has established a “Participation certificate” (PC) program for its employees, where the PCs
under certain circumstances will entitle the holder to a pay-out, which is related to the value of the Bank.
The PCs have been distributed to some employees based on seniority and merit. See also note 3(q)(iii) and note 9.
In all, 1 960 PCs have been authorised and as at 31 December 2014, a total of 475 PCs were issued and
outstanding to certain employees (2013: 475 PCs). No PCs have been distributed in 2014. The Bank considers at
balance sheet date that, based on the terms of the PC program, the fair value of the PCs is assessed to be zero.
Employee Stock Options (ESO)
The Bank has previously issued 2 252 ESOs to its CEO. No new ESOs have been issued in 2014. The ESOs
underlying assets are 2 252 Class G1 shares in Advanzia Bank S.A. which are issued and outstanding, and note 3(q)
(iv) and note 9.
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23. Deposit guarantee scheme
The Bank is a member of the “Association pour la Garantie des Dépôts, Luxembourg A.s.b.l.” (AGDL). The purpose
of the AGDL is to establish a mutual deposit guarantee scheme in favour of the customers of member financial
institutions. As a member of AGDL, deposits in Advanzia were guaranteed up to EUR 100 000 per individual
depositor in 2014. The coverage is 100% up to this limit.
In the event of a failure of one or several of AGDL’s member(s), the other members are required to contribute on
a pro-rate basis in relation to their respective shares of the overall insured deposit amounts. As at 31 December
2014 the Bank has allocated an amount of EUR 4 367 208 to an un-distributable specific reserve in relation to the
AGDL, see note 22.

24. Auditor fees
Accrued expenses and fees billed to the Bank by KPMG Luxembourg Société coopérative during the year were as follows:
In thousands of EUR
AUDITOR FEES

2014

2013

Auditor fees

130

153

Other fees

105

100

Total fees (excl. VAT)

235

253

25. Staff
The average number of persons employed during the financial year by the Bank was as follows:
2014

2013

6

5

Employees

78

69

Total

84

74

Senior Management

At the end of 2014, the company had 86 permanent employees (including senior management).

26. Related parties
Parent and ultimate controlling party
Kistefos AS, Norway has retained majority control of the shares during the year ended 31 December 2014.
Kistefos AS is fully owned by Mr. Christen Sveaas, Norway. Kistefos does not, as per Norwegian GAAP, consolidate
its participation in Advanzia.
Transactions with board members and key management personnel
Except as disclosed elsewhere in the notes to the financial statements, members of the Board of Directors,
members of the Management Committee, Kistefos associates and their immediate relatives have transacted with
the Bank during the period as follows:
In thousands of EUR
2014

2013

1 897

1 670

Pensions

74

74

Loans

82

60

182

130

Remuneration

Other commitments

Interest rates charged on balances outstanding from related parties are the same as those that would be charged
in an arm’s length transaction. Credit card loans are not secured and no guarantees have been obtained.
No impairment losses have been recorded against balances outstanding during the period with key management
personnel, and no specific allowance has been made for impairment losses on balances with key management
personnel and their immediate relatives at the period end.
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27. Risks and risk management/Basel 2 – Pillar 3 disclosure
(a) Introduction
The following note provides an overview and analysis of the risks to which Advanzia Bank S.A. is subject,
and how the Bank manages such risks. As a Luxembourg bank, Advanzia Bank is also required to disclose
particular information about risks and risk management. This information is commonly referred to as “Pillar
3”. This note also contains the information required for Pillar 3, and the annual report 2014 including this
note thus serves as the Pillar 3 disclosure of Advanzia Bank S.A.
Unless otherwise stated, all figures are in euro as at 31 December 2014.
(b) Risk management: objectives and policies
The Board of Directors has overall responsibility for determining the Bank’s risk appetite as well as the
establishment and oversight of the Bank’s risk management framework.
The Bank’s risk management policies are established to identify and analyse the risks faced by the Bank, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies
and systems are reviewed regularly to reflect changes in market conditions, products and services offered.
The Bank, through its training and management standards and procedures, aims to develop a disciplined and
constructive control environment, in which all employees understand their roles and obligations.
The Bank has exposure to the following risks:
• credit risk
• liquidity risk
• market risks
• operational risks
• concentration risks
• fraud risks
• counterparty credit risk.
For managing risk, the following principles are followed:
•	The risk and own funds strategy is executed by the Bank’s management on behalf of the Board of
Directors in accordance to the business strategy as well as the type of risk involved. The Board of Directors
is responsible for and monitors the execution of the risk and own funds strategy.
•	For all types of risks relevant to the Bank, clearly defined processes and organisational structures exist,
and all the different tasks, expertise and responsibilities follow these.
•	For the purpose of the identification, measurements, steering as well as supervision of the different
types of risk, adequate and compatible processes are determined and implemented. These processes are
designed to avoid conflicts of interest.
•	For all types of risks relevant to the Bank, appropriate limits are set and supervised.
• 	All relevant risks are reviewed and reassessed at various intervals as a part of the Internal Capital
Adequacy Assessment Process (ICAAP).
(c) Credit risk
Credit risk represents the single largest risk within the Bank. Credit risk is the risk of financial loss to the Bank
if a customer or counterparty to a financial instrument fails to meet its contractual obligations, and arises
principally from the Bank’s loans and advances to customers and other banks and investment debt securities.
For risk management reporting purposes, the Bank considers and consolidates all elements of credit risk
exposure (such as individual obligor default risk, country and sector risk).
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(i)

Management of credit risk
The Board of Directors has delegated responsibility for the oversight of credit risk to the Executive
Management Committee, which further has delegated the responsibility to the Credit Committee
responsible for surveying and assessing credit risk. A Credit Risk Function, reporting to the Credit
Committee, is responsible for managing the Bank’s credit risk, including:
• F ormulating credit policies in consultation with business units, covering collateral requirements, credit
assessment, risk grading and reporting, documentary and legal procedures, and compliance with
regulatory and statutory requirements.
•	Establishing the authorisation structure for the approval and renewal of credit facilities. This includes
principles for customer acceptance, assignment of initial credit limits on credit cards, and subsequent
increases of credit card limits based on exhibited behaviour by the customer and in accordance
to estimated risk. Authorisation limits are allocated centrally as part of the automated application
process. Larger facilities, or facilities outside the ordinary automated process, require approval by the
Credit Risk Officer, Credit Risk Function, Credit Committee, Management Committee or the Board of
Directors as appropriate.
•	Reviewing and assessing credit risk. The Bank assesses all credit exposures in excess of designated
limits, prior to facilities being committed to customers by the business unit concerned. Renewals and
reviews of facilities are subject to the same review process.
• Limiting concentrations of exposure to counterparties.
•	Providing advice, guidance and specialist skills to other units in the Bank to promote best practice
throughout the Bank in the management of credit risk.

Regular audits of business units and credit processes are undertaken by internal audit.
(ii) Exposure to credit risk
In thousands of EUR

Loans and advances
to customers

Loans and advances
to financial institutions

COLLECTIVELY IMPAIRED

2014

2013

2014

2013

Impaired; less than 60 days past due

1 627

1 239

0

0

Impaired; 60 days past due

5 657

5 363

0

0

Impaired; 90-420 days past due

32 280

32 182

0

0

Impaired; 420-780 days past due

17 454

12 444

0

0

Impaired; 780-1140 days past due

7 739

5 020

0

0

Impaired; 1140 days + past due

2 036

1 502

0

0

Impaired; other assessment

5 312

6 180

0

0

76 105

63 932

0

0

-36 909

-29 605

0

0

39 195

34 327

0

0

2014

2013

2014

2013

0-30 days

60 064

42 681

0

0

30-60 days

13 543

10 868

0

0

Carrying amount

73 606

53 549

0

0

2014

2013

2014

2013

Not impaired; not past due

492 694

411 087

85 771

200 254

Carrying amount

492 694

411 087

85 771

200 254

Carrying amount - amortised cost

605 496

498 963

85 771

200 254

Gross amount
Allowance for impairment
Carrying amount

PAST DUE BUT NOT IMPAIRED

NEITHER PAST DUE NOR IMPAIRED
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In addition to the above, the Bank had at balance sheet date entered into lending commitments of
EUR 1 979 million (2013: EUR 1 628 million) with counterparties being neither past due nor impaired.
The allowance for impairment is calculated on the basis of the net present values of the expected
remaining cash flows based on the age of the claims.
See also note 3(g)(vi) regarding definitions and accounting policies for impaired loans, note 4 regarding
judgements and estimates, as well as note 11 regarding impairments on financial assets and note 15
regarding loans and advances to customers.
The Bank does not hold any collateral for its credit card loans, or other loans. The Bank does not
undertake forbearance activities on its credit card portfolio, as cards on accounts being past due are
blocked from usage, and that the contract for delinquent (more than 90 days past due) accounts are
usually cancelled, become payable in full and sent for recovery to a debt collection agency.
An impairment allowance is also applied to all delinquent accounts.
The Bank has not securitised any of its credit card portfolios.
Under the standardised approach, the Bank’s exposures to credit institutions qualify for a 20% risk
weighting, the exposures to credit card clients are subject to a 75% risk weighting, except the net
exposures to clients 90 days or more past due, which are subject to a 100% risk weighting.
(iii) Concentration risk
In general, credit card loans are well diversified and small (usually maximum up to EUR 10 000, and on
average EUR 1 300 at balance sheet date). The Bank also follows a policy of maximum concentration per
individual borrower or group of borrower. See also note 27(c)(vi) below regarding concentration risk with
respect to financial institutions.
In addition, the Bank monitors concentrations of credit risk by sector and by geographic location.
The concentration by location for loans and advances is measured based on the location of the borrower.
In the following tables Luxembourg exposure is no longer separately disclosed as the concentration risk
within this country is not significant.
An analysis of concentrations from loans and advances at the balance sheet date is presented below:
In thousands of EUR
CONCENTRATION BY SECTOR

Loans and advances
to customers

Loans and advances
to financial institutions

2014

2013

2014

2013

0

0

85 771

200 254

Retail

605 496

498 963

0

0

Total 31 December

605 496

498 963

85 771

200 254

2014

2013

2014

2013

587 157

488 558

27 794

10 860

18 338

10 405

57 977

189 394

605 496

498 963

85 771

200 254

Banks

CONCENTRATION BY LOCATION
Germany
Other EU/EEA countries
Total 31 December
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The concentration of interest income is as follows:

Interest income
on customers

In thousands of EUR
CONCENTRATION BY SECTOR

Interest income on
loans and advances to
financial institutions

2014

2013

2014

2013

Banks

0

0

298

456

Retail

97 430

80 180

0

0

Total 31 December

97 430

80 180

298

456

2014

2013

2014

2013

94 982

79 097

19

0

2 448

1 083

279

456

97 430

80 180

298

456

CONCENTRATION BY LOCATION
Germany
Other EU/EEA countries
Total 31 December

The concentration of commission income is as follows:

In thousands of EUR

CONCENTRATION BY SECTOR

Commission income
on customers
2014

Commission income
on deposits with,
loans and advances to
financial institutions

2013

2014

2013

Banks

16

0

0

0

Retail

12 664

11 603

0

0

Total 31 December

12 680

11 603

0

0

2014

2013

2014

2013

12 431

11 445

0

0

249

158

0

0

12 680

11 603

0

0

CONCENTRATION BY LOCATION
Germany
Other EU/EEA countries
Total 31 December

(iv) Trading assets
The Bank did not hold any trading assets, including derivative assets held for risk management purposes.
(v) Settlement risk
The Bank’s activities may give rise to risk at the time of settlement of transactions and trades. Settlement
risk is the risk of loss due to the failure of an entity to honour its obligations to deliver cash, securities
or other assets as contractually agreed. Due to the limited number of operations, the limited size
of transactions the Bank considers its settlement risk to be negligible, and considers that proper
operational routines are sufficient to mitigate the risk.
(vi) Financial institutions
Advanzia only places its spare liquidity with other banks that are all to be individually assessed and for
larger exposures, also to be approved by the board of directors. These are banks that have minimum
requirements with respect to ratings (long-term, senior, unsecured ratings), and are mostly to be
considered as systemic banks. The Bank was as at balance sheet date compliant with the requirements
of Regulation (EU) N° 575/2013 and (EU) N° 680/2014 as amended regarding large exposures.
(d) Fraud risk
Credit cards may be subject to fraudulent misuse, which usually can be categorised into application
fraud (where the identity of the card holder is incorrect), or usage fraud which often is a result of hacking
or skimming.
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Advanzia has over the past years made several investments and taken measures to combat both types of
above-mentioned credit card fraud. These measures include the so-called MasterCard SecureCode, which
was fully completed in 2010, as well as replaced most of its credit cards with EMV (electronic chips) cards in
2011. Both measures, as well as others, have clearly had positive impacts for Advanzia, but fraud remains a
considerable expense for Advanzia.
The credit card related fraudulent activity resulted in a loss in 2014 of EUR 1 876 194 (EUR 1 557 643 in 2013)
which corresponds to a fraudulent amount rate measured as ratio of card turnover of 0.16% in 2014 (0.15%
in 2013). These losses are in the financial statements included as part of the write-offs of credit card loans.
e) Liquidity risk
Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations associated with its
financial liabilities.
Management of liquidity risk
The Bank’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due as well as at all times maintain the statutory minimum liquidity
requirement, under both normal and stressed conditions, without incurring unacceptable losses or risking
damage to the Bank’s reputation.
The Bank projects cash flow from all its operations and activities on a daily basis for the next three to four
months. Cash flow estimates beyond this time frame are based on budget. The Bank then maintains a
portfolio of short-term liquid assets, largely made up of short-term liquid investment securities, loans and
advances to banks, to ensure that sufficient liquidity is maintained within the Bank as a whole.
The Bank places its spare liquidity with other Banks on on-demand nostro accounts or as term deposits,
which usually have a term of less than six months.
The daily liquidity position is monitored and regular liquidity stress testing is conducted under a variety of
scenarios covering both normal and more severe market conditions. All liquidity policies and procedures are
subject to review and approval by the Management Committee and the Board of Directors. Weekly reports
cover the liquidity position and main cash flows, and liquidity is also covered further in the Bank’s monthly
report to the Board of Directors.
The Bank relies on deposits from customers as its primary source of funding. The deposits from customers
are repayable on demand. The short-term nature of these deposits increases the Bank’s liquidity risk and the
Bank actively manages this risk through maintaining competitive pricing and constant monitoring of market
trends. On an aggregate level, the customer deposits exhibit a high degree of stability. During 2014, customer
deposits in savings products slightly decreased by 0.3% (2013: increase of 14.4%).
Exposure to liquidity risk
The Bank monitors and reports the Liquidity Coverage Ratio (LCR) and the Net Stable Funding Ratio (NSFR) on
a continuous basis. These ratios are calculated as defined in the Capital requirements regulation and directive
– CRR/CRD IV (Regulation (EU) No 575/2013), and have been as follows:
LCR

2014

2013

At 31 December

176%

150%

Average for the period

207%

142%

Maximum for the period

240%

158%

Minimum for the period

176%

109%

NSFR

2014

2013

At 31 December

112%

133%

Average for the period

120%

135%

Maximum for the period

130%

141%

Minimum for the period

112%

132%
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Residual contractual maturities of financial liabilities

31 DECEMBER 2014
In thousands of EUR

Carrying
amount

Gross nominal
inflow/outflow

Less than 1
month

1-3 months

3 months
to 1 year

1-5
years

More than
5 years

6

-6

-6

0

0

0

0

650 937

-651 538

-651 538

0

0

0

0

NON-DERIVATIVE LIABILITIES
Deposits from banks
Deposits from customers
Unrecognised loan commitments

1 979 233

-1 979 233

-1 979 233

0

0

0

0

Total

2 630 176

-2 630 777

-2 630 777

0

0

0

0

Carrying
amount

Gross nominal
inflow/outflow

Less than 1
month

1-3 months

3 months
to 1 year

1-5
years

More than
5 years

0

0

0

0

0

0

0

31 DECEMBER 2013
In thousands of EUR
NON-DERIVATIVE LIABILITIES
Deposits from banks

652 827

-653 546

-653 546

0

0

0

0

Unrecognised loan commitments

Deposits from customers

1 638 491

-1 638 491

-1 638 491

0

0

0

0

Total

2 291 318

-2 292 037

-2 292 037

0

0

0

0

The above table shows the undiscounted cash flows on the Bank’s financial liabilities and unrecognised loan
commitments on the basis of their earliest possible contractual maturity. The Bank’s expected cash flows on
these instruments vary significantly from this analysis. For example, deposits from customers are expected
to maintain a stable or increasing balance, and only a very small amount of unrecognised loan commitments
(i.e. the unused portion of credit card limits) may be expected to be drawn down immediately.
The gross nominal inflow/(outflow) disclosed in the previous table represents the contractual undiscounted
cash flows relating to the principal and interest on the financial liability or commitment.
(f) Market risks
Market risks are the risks that changes in market prices, such as interest rates, equity prices, foreign exchange
rates and credit spreads (not relating to changes in the obligor’s/issuer’s credit standing) will affect the Bank’s
income or the value of its holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimising the return on risk.
Advanzia’s exposure to interest rate risk is fairly limited. The Bank minimises this risk by matching the
duration (time until the interest rate may be adjusted) of the interest bearing assets with the duration of the
interest bearing liabilities. The Bank’s main asset class is net credit card loans and bank deposits with short
duration. The card lending rates may be changed immediately for decreases and on two months’ notice for
increases. The main liabilities are customer deposits, on which the rates may be changed immediately, thus
changes in the two may be fairly well matched as needed.
Credit card loans and customer deposits are usually not subject to sudden large (but short-lived) aberrations
in the underlying money market interest rates, which may occur on rare occasions, and the Bank is thus
in practice shielded from such shocks. The Bank also has placements with other banks, either on nostro
accounts or as money market placements (term deposits), but the duration of the latter is usually kept at
less than three to six months, and are thus considered to be in line with the main other interest bearing
asset/liability classes. The Bank monitors and reports interest rate risk (using duration gap analyses), and
has also pre-established levels to stay within (a cumulative duration gap of maximum 20% within 365 days).
Management of market risks
Overall authority for market risks is vested in the Finance Department, which is responsible for the
development of market risk management policies (subject to review and approval by the Board of Directors)
and for the day-to-day review of their implementation. As the Bank has no trading portfolio, there is no
market risk associated with this.
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As Advanzia only operates in euro and holds no positions in other currencies. The Bank does not need to
recognise or manage any currency risk. A few suppliers may invoice in currencies other than euro, but these
are immediately translated to euro, and the currency risk as such is negligible.
Exposure to interest rate risk
The principal risk to which non-trading portfolios are exposed is the risk of loss from fluctuations in the future
cash flows or fair values of financial instruments because of a change in market interest rates. Interest rate
risk is managed principally through monitoring interest rate gaps and by matching the duration of the assets
and liabilities.
A summary of the Bank’s interest rate gap position as at balance sheet date is as follows:

31 DECEMBER 2014
Carrying amount

Less than 3
months

3-6 months

6-12
months

1-5
years

More than
5 years

Cash, balances with central banks

34 998

34 998

0

0

0

0

Loans and advances to banks

85 771

85 771

0

0

0

0

In thousands of EUR
INTEREST EARNING ASSETS

Loans and advances to customers

605 496

605 496

0

0

0

0

Total interest earning assets

726 265

726 265

0

0

0

0

6

6

0

0

0

0

Deposits from customers

650 937

650 937

0

0

0

0

Total interest bearing liabilities

650 943

650 943

0

0

0

0

INTEREST BEARING LIABILITIES
Deposits from banks

Gap

75 322

75 322

15 028

0

0

0

Cum. gap

75 322

75 322

75 322

75 322

75 322

75 322

Cum. gap (%)

10.4%

10.4%

10.4%

10.4%

10.4%

10.4%

Carrying amount

Less than 3
months

3-6 months

6-12
months

1-5
years

More than
5 years

30 884

30 884

0

0

0

0

200 254

185 225

15 028

0

0

0

31 DECEMBER 2013
In thousands of EUR
INTEREST EARNING ASSETS
Cash, balances with central banks
Loans and advances to banks
Loans and advances to customers

498 963

498 963

0

0

0

0

Total interest earning assets

730 101

715 073

15 028

0

0

0

0

0

0

0

0

0

Deposits from customers

652 827

652 827

0

0

0

0

Total interest bearing liabilities

652 827

652 827

0

0

0

0

INTEREST BEARING LIABILITIES
Deposits from banks

Gap

77 274

62 246

15 028

0

0

0

Cum. gap

77 274

62 246

77 274

77 274

77 274

77 274

Cum. gap (%)

10.6%

8.7%

10.6%

10.6%

10.6%

10.6%

The cumulative gap (%) is calculated in relation to interest bearing items, measured at amortised cost.
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The management of interest rate risk against interest rate gap limits is supplemented by monitoring the
sensitivity of the Bank’s financial assets and liabilities to various standard and non-standard interest rate
scenarios. Standard scenarios that are considered on a monthly basis include a 100 basis point (bp) parallel
fall or rise in all yield curves worldwide and a 50 bp rise or fall in the greater than 12-month portion of all
yield curves. An analysis of the Bank’s sensitivity to an increase or decrease in market interest rates, assuming
no asymmetrical movement in yield curves and a constant balance sheet position, is at balance sheet date
as follows:
100bp parallel
increase

100bp parallel
decrease

50bp increase
after 1 year

50bp decrease
after 1 year

At 31 December

622

-622

0

0

Average for the period

614

-614

0

0

Maximum for the period

750

-424

0

0

Minimum for the period

424

-750

0

0

At 31 December

642

-642

0

0

Average for the period

319

-319

0

0

Maximum for the period

642

-78

0

0

Minimum for the period

78

-642

0

0

At 31 December

440

-440

0

0

Average for the period

435

-435

0

0

Maximum for the period

531

-300

0

0

Minimum for the period

300

-531

0

0

At 31 December

455

-455

0

0

Average for the period

226

-226

0

0

Maximum for the period

455

-55

0

0

Minimum for the period

55

-455

0

0

In thousands of EUR
SENSITIVITY OF PROJECTED
NET INTEREST INCOME 2014

SENSITIVITY OF PROJECTED
NET INTEREST INCOME 2013

SENSITIVITY OF REPORTED EQUITY TO INTEREST RATE
MOVEMENTS 2014

SENSITIVITY OF REPORTED EQUITY TO INTEREST RATE
MOVEMENTS 2013

Please note that the Bank does not have any exposures past 1 year, and thus the sensitivity to changes to
interest rates above 1 year is 0.
Interest rate movements affect reported equity due to increases or decreases in net interest income and the
fair value changes reported in profit or loss.
(g) Operational risks
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Bank’s processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those arising from legal and regulatory requirements and generally
accepted standards of corporate behaviour. Operational risks arise from all of the Bank’s operations.
The Bank’s objective is to manage operational risk so as to balance the avoidance of financial losses and
damage to the Bank’s reputation with overall cost effectiveness and to avoid control procedures that restrict
initiative and creativity.
The primary responsibility for the development and implementation of controls to address operational
risk is assigned to senior management within each business unit. This responsibility is supported by the
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development of overall standards for the management of operational risk in the following areas:
•	requirements for appropriate segregation of duties, including the independent authorisation of
transactions
• requirements for the reconciliation and monitoring of transactions
• compliance with regulatory and other legal requirements
• documentation of controls and procedures
•	requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified
• requirements for the reporting of operational losses and proposed remedial actions
• development of contingency plans and disaster recovery plans
• training and professional development
• ethical and business standards
• risk mitigation, including insurance where this is effective.
The Bank is regularly assessing and reporting its operational risk to management as well as to the Board of
Directors. The Bank is also regularly assessing its expected losses in relation to operational risk, which is done
on a regular basis. At year end, these losses were expected to be EUR 192 500. The Bank has however not
incurred nor recorded any material operational losses in 2014.
Advanzia Bank S.A. has received acceptance from the regulator for using the Alternative Standardised
Approach (ASA) as described in the Basel 2 framework as well as Regulation (EU) N° 575/2013 for assessing
operational risk charge for capital adequacy purposes. The amount assessed for this charge as at balance
sheet date was EUR 1 281 440 when using the ASA method.
Compliance with bank standards is supported by a programme of periodic reviews undertaken by internal
audit. The results of internal audit reviews are discussed with the management of the business unit to which
they relate, with summaries submitted to the senior management of the Bank.
Disaster Recovery Plan/Business Continuity Plan
For the purpose of a disaster recovery and the planning of the business continuity a crisis team and an IT
emergency plan are in place. Different crisis invoking events are covered such as the long-term failure of
the IT systems or disruption of the communication channels.
The disaster recovery and business continuity plan are updated in response to changes on an on-going basis
in the business environment. The IT Department reviews the plan at least annually.
(h) Concentration risk
Given the limited individual balances (on average EUR 1 300) and the large diversification of credit card
customers, Advanzia does not consider that there is material concentration risk within this product. The same
applies to customer deposits, which again are limited in average and maximum amount, and well diversified
in number.
The Bank is applying limitations to the aggregate placements with other credit institutions or groups of other
credit institutions. As at balance sheet date, the Bank was also in compliance with CSSF Circular 10/475 on
large exposures, and had no exposures exceeding 100% of regulatory capital (cf. below).
The Bank is subject to some product concentration risk as Advanzia is deriving most of its income from one
product line (credit cards).
(i) Capital management
Regulatory capital
The Bank’s regulator, the Commission de Surveillance du Secteur Financier (CSSF) sets and monitors capital
requirements for the Bank. According to applicable regulations relating to capital adequacy, credit institutions
are required to dispose of sufficient capital resources to cover different types of risks.
With effect from 1 January 2008 the Bank is complying with the provisions of the Basel 2 framework
in respect of regulatory capital. The Bank is following the standardised approach to credit risk and the
Alternative Standardised Approach (ASA) for operational risk, in order to calculate the Basel 2 Pillar 1
minimum requirements. Luxembourg adopted in 2014 the Capital requirements regulation and directive –
CRR/CRD IV (Regulation (EU) No 575/2013), and as such Advanzia is subject to the Basel 3 requirements as
implemented in the said regulation.
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The Bank’s regulatory capital consists only of Tier 1 capital, which includes ordinary subscribed capital, issue
premiums, legal reserves as well as reserves for reduction of net wealth tax (both included in “Reserves”) and
retained earnings, after deductions for intangible assets and other regulatory adjustments relating to items
that are included in equity but are treated differently for capital adequacy purposes.
Banking operations are categorised as banking book, and risk-weighted assets are determined according to
specified requirements that seek to reflect the varying levels of risk attached to assets and off-balance sheet
exposures as well as a risk-weighted asset requirement in respect of operational risk.
The Bank’s policy is to maintain a sufficient capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. The impact of the level of capital on
shareholders’ return is also recognised and the Bank recognises the need to maintain a balance between the
higher returns that might be possible with greater gearing and the advantages and security afforded by a
sound capital position.
The Bank’s regulatory capital position at 31 December was as follows:
In thousands of EUR
TIER 1 CAPITAL

Note

2014

Subscribed capital

22

16 992

16 279

Issue premium

22

8 537

18 608

9,22

80

80

Share based payment reserve
Reserves (excl. AGDL)

22

Income carried forward
Less intangible assets

TIER 2 CAPITAL

17

Note

Qualifying subordinated liabilities
Total regulatory capital

2013

5 033

2 640

31 322

33 369

-1 165

-942

60 798

70 034

2014

2013

0

0

60 798

70 034

The Share based payment reserve is included in the Tier 1 capital, as the cost related to this has been
included in the Personnel expenses in 2010, and thereby affected Loss carried forward in 2010 accordingly.
Please see note 9 and note 22.
(j) Compliance with respect to capital adequacy (Pillar 1 and Pillar 2)
Pillar 1
Management uses regulatory capital ratios in order to monitor its capital base, and these capital ratios remain
the international standards for measuring capital adequacy. The regulator’s approach to such measurement
based upon Basel 3 is now primarily based on monitoring the relationship of the capital resources
requirement (measured as 8% of risk-weighted assets including the operational risk charge) to available
capital resources, where the minimum overall requirement is as of 2014 10.5%.
The capital ratio (Pillar 1) as at 31 December 2014 was 12.2% (2013: 16.1%).
Pillar 2 (ICAAP)
Advanzia will submit its ICAAP document for 2013 during 2014, as per regulatory requirements.
During the ICAAP process in 2013, Advanzia has been following a strategy of assessing all risk aspects
available, and considered their relevance. The Bank is to a larger degree also quantifying its assessments
based on experience data. The Bank assesses its ICAAP on a monthly basis, which is reported to the Board
of Directors.
The Pillar 2 ratio at 31 December 2014 was 11.8% (2013: 15.7%) which is above the board approved target
of 11%, and within the predefined risk appetite of Advanzia.
Capital allocation
Given the limited operational scope and product lines of the Bank, the Bank does not perform an internal
capital allocation procedure. The Bank’s policy in respect of capital management and allocation is reviewed
and approved by the Board of Directors.
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(k) Remuneration policy and practises
The Board of Directors of the Bank has approved a policy which establishes the principles for the
remuneration expenditure for management and employees.
Only the management of the Bank are considered to be material risk takers. The remuneration for both
management and employees consists of a fixed component and a variable component. The variable
component is related to the performance of the Bank (up to 70%) as well as the individual performance
(30%). The variable component can for management and employees not exceed 50% and 20% respectively
of the total remuneration. For management the variable payment is deferred over three years with 60% to
be paid out for the current year, and 20% in each of the subsequent two years. The variable remuneration
consists only of settlements in cash.
The performance measurement criteria for the Bank are related to its performance such as new clients, loan
balance development and profitability. The targets for the criteria are determined and assessed by the Board
of Directors for each financial year. The Bank retains the right to withhold payments when performance
criteria are not met.
The CEO of Advanzia has previously been allotted some shares and options in the Bank related to his
employment, and not the performance of the Bank.
As the Bank only has one main activity, credit cards, the entire remuneration is related to this activity.
For the Bank’s management the remuneration was as follows:

In thousands of EUR
TOTAL REMUNERATION

2014

2013

Fixed remuneration

1 290

1 149

538

425

1 828

1 574

6

5

Variable remuneration
Sum
Number of beneficiaries

In thousands of EUR
VARIABLE REMUNERATION

2014

2013

Paid out for the current year

369

291

Deferred

169

134

Sum

538

425

The differences with regards to the amounts stated in note 26, arise from the fact that non-executive board
members are not considered as risk takers and hence not included above, and some timing differences with
respect to payment and accrual.
The Bank has not made any payments in relation to recruitment or termination of contracts during 2014.
The table below presents the development of the deferred remuneration during the year:
In thousands of EUR
DEFERRED REMUNERATION
Outstanding at the beginning of the financial year

2014

2013

211

228

Granted during the financial year

169

134

Paid out during the financial year

-144

-151

Reduced during the financial year

0

0

236

211

Outstanding at the end of the financial year

The entire outstanding deferred remuneration is earned.
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Munsbach, Luxembourg 20 February 2015

Mr. Tom Ruud
Chairman of the board

Dr. rer. pol. Thomas Schlieper
Deputy chairman of the board

Mr. Bengt Arve Rem

Mr. Tor Erland Fyksen

Mr. Christian Holme
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Report of the Réviseur
d’entreprise agréé
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