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ñ Internal Audit

ñ Organisation and Methods

The white document will be circulated to all members of
ICPAC and will help clarify the boundaries and the
interaction of these three functions within and
organisation.

ñ The committee, in collaboration with the European
Union Affairs committee, has designed a seminar on
“Auditing EU Funded Projects”. The seminar, in
coordination with the Education Committee, is planned
for September 2011.

ñ The committee studied the European Council Green
Paper on Corporate Governance and submitted its
response to the questions posed by the paper.

ñ The committee has embarked on a study of the
Institute’s Governance procedures. The objective of the
study is to assist the Institute develop governance
processes which will incorporate best practices, at the
same time recognising the local practicalities and sizes.

ñ The committee has continued to monitor closely all
European and International initiatives within its scope
domain and continued to contribute articles to the
Institute’s magazine.

Panicos G. Papamichael
Chairman

ECONOMIC CRIME AND FORENSIC
ACCOUNTING (ECFA) COMMITTEE

During the third quarter of 2011, the ECFA subcommittee
on organizing seminars had been collaborating with the
education committee and the IT committee on co-
organising two seminars. One on fraud detection utilizing
IT and the other on fraud detection and prevention. Both
will be offered before the end of the year.

The ECFA-ebulletin Volume 1 Issue 1 was emailed to all
ECFA-SIG (special interest group) and members had
provided positive feedback on this initiative. 

Finally, there are two articles in this issue of “Accountancy
Cyprus” in the ECFA column. The first one is authored by
a member of our committee Leonidas Ieronymides with
the title “Fraud: The auditor’s responsibilities under
ISA240” and the second by a well-known UK lawyer
O’Shea Eoin on the Bribery Act. The UK Bribery Act will
have serious implications on those doing business in the

UK or even those who are doing business with a UK
company outside the UK. 

Maria Krambia-Kapardis
Chairperson

FINANCIAL SERVICES COMMITTEE 

The Financial Services Committee monitors developments
in the bank industry, investment and other financial
operations, on a domestic level as well as on a European
level. It also keeps contacts with the regulatory bodies,
such as the Central Bank of Cyprus (CBC), the Cyprus and
Securities Exchange Commission (CySEC) and the
Commissioner of Insurance companies in order to
exchange views regarding the industry, as well as other
organized groups and associations (for example
Association of Cyprus Commercial Banks, Insurance
Association of Cyprus etc). 

During the second quarter of the year the Committee
monitored the economic crisis and its consequences in
regards to all areas of economic activities in Cyprus and
abroad. 

Below are the main topics that the Committee has
concentrated on over the past three months:

ñ Law relating to Covered Bonds

The Committee studied the draft legislation and directive
issued by the Central Bank of Cyprus and cited its opinions
which were discussed with the Central Bank of Cyprus. 

Following the passing of the legislation by Parliament,
representatives of the Committee had numerous meetings
with representatives of the Central Bank of Cyprus, during
which various concerns of ICPAC were discussed
regarding the provisions of the Directive issued by the
Central Bank of Cyprus which affect directly or indirectly
members of our Institute. 

In addition, the report to be prepared by the regulator of
Covered Bonds was discussed, as well as the issue of the
independence of the regulator. The Committee has decided
that the report of the regulator is to be in the form of an
‘Agreed Upon Procedures’ (‘AUP’). As such, the
Committee will inform the Central Bank of Cyprus of the
decision to circulate an illustrative example of the report to
the Institutes members.
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COUNCILʼS ACTIVITIES

During the third quarter of 2011 the Council of the Institute
met four times and considered matters of interest to ICPAC
and to the profession at large. Other issues dealt with were,
among others, the following:

On 5 September 2011 a delegation of the Institute headed
by the President, Mr. Theodoros Parperis, met with the
new Minister of Finance, Mr. Kikis Kazamias and
discussed measures to be taken for facing the problems of
the Cyprus economy.

On 7 September 2011 Mr. Christos Kyriakides, Senior
Officer of the Institute, attended the Council meeting of the
Mediterranean Federation of Accountants in Rome.

On 13 September 2011 a press conference was held at the
Offices of the Institute concering proposals by ICPAC for
the Cyprus economy.  The press conference was given by
the President of the Institute Mr. Theodoros Parperis.

On 22 and 23 September 2011 the President of the Institute
Mr. Theodoros Parperis and the General Manager Mr.
Theodoros Philippou attended a meeting of the Presidents
and CEOs of the European Federation of Accountants
(FEE) Member Bodies in Vienna and a Special Meeting of
the General Assembly.

COMMITTEES  ̓ACTIVITIES

ACCOUNTING STANDARDS COMMITTEE 

During the last meeting the committee studied the
amendments in IAS1 relating to changes in the
presentation of financial statements and IAS19 relating
mainly to the abolition of the ‘corridor method’.

It also initiated a study of FEE’s discussion paper
‘Combined Financial Statements’. The discussion paper

which was published in April 2011 is open for comments
up to 30 September 2011.

Marios Agathangelou
Chairman

LARNACA – FAMAGUSTA CO-ORDINATING
COMMITTEE

During the third quarter of 2011 the Committee carried out
the following activities:

1. On 13 April 2011 the committee organised a lunch at
Zephyros Tavern in Larnaca with the new director of
Inland Revenue of Larnaca Mr Marios Kourouniades.

2. On 4 May 2011 a seminar was co-ordinated at Sun Hall
Hotel in Larnaca with a subject Field Audits from the
Inland Revenue.

Panayiota Vayianou
Chairwoman

CORPORATE GOVERNANCE, INTERNAL AUDIT
AND RISK MANAGEMENT COMMITTEE

During the third quarter of 2011 the Corporate
Governance, Internal Audit and Risk Management
committee has, within the scope of its terms of reference,
commenced the implementation of its action plan and has
dealt with the following:

ñ Worked on the development of a survey on Corporate
Governance. The survey will be sent to the listed
companies in Cyprus. Its results will be sent to all
members. It is also envisaged that the results be
presented during a press conference, within the
activities planned for the celebration of ICPAC’s 50th

ñ Worked on a white paper describing the role, duties and
responsibilities of the following departments within an
organisation:

ñ Risk Management
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The financial upheavals
undergone by the Cyprus
economy in the first half of
2011 and the tragic
explosion at Mari which
destroyed half the island's
electricity generating capa-
city and left the government
in disarray have added to the
risk of a new recession, and
have led to a downgrading of
Cyprus's credit rating and an
increase in bond yields,
putting the public finances
under severe strain. 

More worryingly for the
longer term, the gover-
nment's apparent inability to

guarantee political and financial stability puts Cyprus's
hard-won reputation as a leading financial centre at risk. In
order for investors to have confidence in a financial centre
a stable environment is a sine qua non. 

In the years after joining the EU in 2004 the Republic of
Cyprus made great progress in improving service quality,
transparency and the coordination of public finances,
while maintaining its comparative advantage over its
competitors within the EU and worldwide. As a result
Cyprus became the portal of choice for investment
between the EU and the dynamic economies of Central and
Eastern Europe, India, China and beyond. Adoption of the
euro in 2008 further consolidated the island's position as a
bridge for investments and capital flows within and outside
the European market. The services sector grew to be the
backbone of the modern Cyprus economy, providing many
thousands of people with employment, generating
substantial revenues and attracting foreign deposits and
investments, so strengthening the domestic banking
system and providing liquidity.

The presence of some fifty thousand Russian permanent
residents in Cyprus reflects not only the close cultural links

between the two nations, but also the beneficial business,
investment and taxation regime which Cyprus offers,
particularly with the double taxation agreement between
the two countries. The Russian community is a significant
economic force, strengthening the domestic market for
goods and services. 

However, the progress made in the first decade of the
twenty-first century risks being lost unless rapid and
effective action is taken to reassure investors and potential
investors. Cyprus needs to reform and improve its
government infrastructure, particularly its civil service,
and build alliances with neighbouring countries and other
financial centres within the EU to promote common
interests more effectively. Cyprus needs to get itself off the
danger list of candidates for the European support
mechanism so that it can regain its influence in the debate
on reform of the internal market and effectively promote
its national interests. 

It is particularly important that Cyprus should do this as
soon as possible in the light of the threat posed by
European proposals for tax harmonization and the
adoption of a common consolidated tax base. If a common
consolidated tax base were allowed to develop into a
Europe-wide minimum tax rate, which has been suggested
in some quarters, this would seriously damage the
economies of smaller countries such as Cyprus, Malta and
Ireland that base their competitiveness on their
comparative tax advantages. 

Since tax harmonisation is largely a Franco-German
initiative, and since the influence of France and Germany
is strong due to their current position as Europe's
paymasters, Cyprus will need every means at its disposal
in order to effectively resist the proposals. The impending
Cyprus EU Presidency and the long-running reunification
negotiations with Turkey add a further dimension to the
issue. 

The need for action is urgent, as the lack of investor
confidence is starting to be reflected in the financial
statistics, with deposits at banks in Cyprus falling by 1%
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ñ Internal Audit

ñ Organisation and Methods

The white document will be circulated to all members of
ICPAC and will help clarify the boundaries and the
interaction of these three functions within and
organisation.

ñ The committee, in collaboration with the European
Union Affairs committee, has designed a seminar on
“Auditing EU Funded Projects”. The seminar, in
coordination with the Education Committee, is planned
for September 2011.

ñ The committee studied the European Council Green
Paper on Corporate Governance and submitted its
response to the questions posed by the paper.

ñ The committee has embarked on a study of the
Institute’s Governance procedures. The objective of the
study is to assist the Institute develop governance
processes which will incorporate best practices, at the
same time recognising the local practicalities and sizes.

ñ The committee has continued to monitor closely all
European and International initiatives within its scope
domain and continued to contribute articles to the
Institute’s magazine.

Panicos G. Papamichael
Chairman

ECONOMIC CRIME AND FORENSIC
ACCOUNTING (ECFA) COMMITTEE

During the third quarter of 2011, the ECFA subcommittee
on organizing seminars had been collaborating with the
education committee and the IT committee on co-
organising two seminars. One on fraud detection utilizing
IT and the other on fraud detection and prevention. Both
will be offered before the end of the year.

The ECFA-ebulletin Volume 1 Issue 1 was emailed to all
ECFA-SIG (special interest group) and members had
provided positive feedback on this initiative. 

Finally, there are two articles in this issue of “Accountancy
Cyprus” in the ECFA column. The first one is authored by
a member of our committee Leonidas Ieronymides with
the title “Fraud: The auditor’s responsibilities under
ISA240” and the second by a well-known UK lawyer
O’Shea Eoin on the Bribery Act. The UK Bribery Act will
have serious implications on those doing business in the

UK or even those who are doing business with a UK
company outside the UK. 

Maria Krambia-Kapardis
Chairperson

FINANCIAL SERVICES COMMITTEE 

The Financial Services Committee monitors developments
in the bank industry, investment and other financial
operations, on a domestic level as well as on a European
level. It also keeps contacts with the regulatory bodies,
such as the Central Bank of Cyprus (CBC), the Cyprus and
Securities Exchange Commission (CySEC) and the
Commissioner of Insurance companies in order to
exchange views regarding the industry, as well as other
organized groups and associations (for example
Association of Cyprus Commercial Banks, Insurance
Association of Cyprus etc). 

During the second quarter of the year the Committee
monitored the economic crisis and its consequences in
regards to all areas of economic activities in Cyprus and
abroad. 

Below are the main topics that the Committee has
concentrated on over the past three months:

ñ Law relating to Covered Bonds

The Committee studied the draft legislation and directive
issued by the Central Bank of Cyprus and cited its opinions
which were discussed with the Central Bank of Cyprus. 

Following the passing of the legislation by Parliament,
representatives of the Committee had numerous meetings
with representatives of the Central Bank of Cyprus, during
which various concerns of ICPAC were discussed
regarding the provisions of the Directive issued by the
Central Bank of Cyprus which affect directly or indirectly
members of our Institute. 

In addition, the report to be prepared by the regulator of
Covered Bonds was discussed, as well as the issue of the
independence of the regulator. The Committee has decided
that the report of the regulator is to be in the form of an
‘Agreed Upon Procedures’ (‘AUP’). As such, the
Committee will inform the Central Bank of Cyprus of the
decision to circulate an illustrative example of the report to
the Institutes members.
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COUNCILʼS ACTIVITIES

During the third quarter of 2011 the Council of the Institute
met four times and considered matters of interest to ICPAC
and to the profession at large. Other issues dealt with were,
among others, the following:

On 5 September 2011 a delegation of the Institute headed
by the President, Mr. Theodoros Parperis, met with the
new Minister of Finance, Mr. Kikis Kazamias and
discussed measures to be taken for facing the problems of
the Cyprus economy.

On 7 September 2011 Mr. Christos Kyriakides, Senior
Officer of the Institute, attended the Council meeting of the
Mediterranean Federation of Accountants in Rome.

On 13 September 2011 a press conference was held at the
Offices of the Institute concering proposals by ICPAC for
the Cyprus economy.  The press conference was given by
the President of the Institute Mr. Theodoros Parperis.

On 22 and 23 September 2011 the President of the Institute
Mr. Theodoros Parperis and the General Manager Mr.
Theodoros Philippou attended a meeting of the Presidents
and CEOs of the European Federation of Accountants
(FEE) Member Bodies in Vienna and a Special Meeting of
the General Assembly.

COMMITTEES  ̓ACTIVITIES

ACCOUNTING STANDARDS COMMITTEE 

During the last meeting the committee studied the
amendments in IAS1 relating to changes in the
presentation of financial statements and IAS19 relating
mainly to the abolition of the ‘corridor method’.

It also initiated a study of FEE’s discussion paper
‘Combined Financial Statements’. The discussion paper

which was published in April 2011 is open for comments
up to 30 September 2011.

Marios Agathangelou
Chairman

LARNACA – FAMAGUSTA CO-ORDINATING
COMMITTEE

During the third quarter of 2011 the Committee carried out
the following activities:

1. On 13 April 2011 the committee organised a lunch at
Zephyros Tavern in Larnaca with the new director of
Inland Revenue of Larnaca Mr Marios Kourouniades.

2. On 4 May 2011 a seminar was co-ordinated at Sun Hall
Hotel in Larnaca with a subject Field Audits from the
Inland Revenue.
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CORPORATE GOVERNANCE, INTERNAL AUDIT
AND RISK MANAGEMENT COMMITTEE

During the third quarter of 2011 the Corporate
Governance, Internal Audit and Risk Management
committee has, within the scope of its terms of reference,
commenced the implementation of its action plan and has
dealt with the following:

ñ Worked on the development of a survey on Corporate
Governance. The survey will be sent to the listed
companies in Cyprus. Its results will be sent to all
members. It is also envisaged that the results be
presented during a press conference, within the
activities planned for the celebration of ICPAC’s 50th

ñ Worked on a white paper describing the role, duties and
responsibilities of the following departments within an
organisation:

ñ Risk Management
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(€1.8 billion) during the month of June, and the relocation
of shipping offices away from Cyprus. 

With increased mobility within the single European market
there is a prospect that financial institutions such as banks
and finance companies will also abandon Cyprus. Further,
financial instability is pushing yields on public debt to
unprecedentedly high levels, which add to the erosion of
investor confidence. Bank of Cyprus, the country's largest
commercial bank, has publicly expressed its concerns over
the prospects for the economy, receiving widespread
coverage in the international media. 

The government needs to take rapid, radical measures to
return the economy to sustainable growth and restore
Cyprus's international image. 

Within the framework of the services sector, there are
already significant initiatives in the right direction, such as
the bill to update the International Trusts Law of 1992 and
remove certain obstacles to investment, which is under
consideration by the Parliament. Businesses, banks and
trade associations have made a concerted appeal to
expedite passage of the law so as to encourage existing
investors, some of whom have holdings of billions of euro,
to keep faith with Cyprus, and hopefully to attract new
investors.

Reform of the public finances will involve substantial
changes, which are likely to be fiercely resisted by certain
sectoral interests, but it is essential if Cyprus is to retain its
position as a reliable, reputable financial centre, regain its
influence in Europe and re-establish control over its
economic destiny. ■

A discussion is now going on
about the reform of the wage
indexation system (Kown in
Cyprus as ATA) so as to
become more equitable. The
wages in Cyprus are adjusted
every six months in line with
general changes in the
Consumer Price Index as
compiled by the Statistical
Service of Cyprus. Wage
Indexation is a serious
structural problem and
should be reformed. From
the discussions in the local

press it seems that there are suggestions to render this

institution fairer by offering a higher wage rate to those at
the lower salary scales and less or nothing at the higher
scales.

The wage indexation, and especially in the case of Cyprus
which is a member of a monetary Union and thus it cannot
devalue its currency, leads to the rise in costs, increase in
prices and downgrading of its competitiveness with the
final result the decrease in exports and the increase in
unemployment. But with the suggestion to render the
system fairer, the situation will worsen. This is due to the
fact that the costs of a business are affected by the large
number of employees with lower salaries and not by the
small number of high salary employees. Consequently
with the suggestion for a graduated wage Indexation
system the downgrading of the Cyprus Economy will
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