
 

 

 

 

 

 

 

 

ANNUAL REPORT OF THE 

AUDITOR GENERAL OF THE 

REPUBLIC OF CYPRUS 

FOR 2017 

 
 

 

 

 
 

 

31 DECEMBER 2018 



 

 

 

TABLE OF CONTENTS  

           Page 

Greeting of the Auditor General of the Republic .......................................................................................... 1 

CHAPTER Α – AUDIT OFFICE OF THE REPUBLIC ............................................................................................. 3 

CHAPTER Β – AUDITS OF PUBLIC AND OTHER ORGANIZATIONS ................................................................ 12 

CHAPTER C – PROGRAMMES THAT ARE FUNDED BY THE EUROPEAN UNION (ΕU) THROUGH THE STATE 

BUDGET ....................................................................................................................................................... 14 

CHAPTER D – FINANCIAL REPORT AND FINAL  ASSESSMENT OF THE STATE BUDGET ............................... 19 

CHAPTER Ε – AUDIT OF THE FINANCIAL STATEMENTS OF THE REPUBLIC OF CYPRUS ............................... 29 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS OF THE REPUBLIC OF CYPRUS FOR THE YEAR 

ENDED 31 DECEMBER 2017 .................................................................................................................... 29 

ADDITIONAL FINDINGS OF THE AUDIT OF THE FINANCIAL STATEMENTS OF THE REPUBLIC OF CYPRUS 

FOR THE YEAR ENDED ON 31 DECEMBER 2017 ..................................................................................... 35 

CHAPTER F - APPENDICES ........................................................................................................................... 37 

APPENDIX Ι .............................................................................................................................................. 37 

APPENDIX ΙΙ ............................................................................................................................................. 42 

APPENDIX ΙΙΙ ............................................................................................................................................ 46 

APPENDIX ΙV ............................................................................................................................................ 48 

 

 

  



AUDITOR GENERAL OF THE REPUBLIC   ANNUAL REPORT 2017 

 

1 

Greeting of the Auditor General of the Republic 

As Plato and Aristotle first found out 2.500 years ago, accountability of the state 

towards its citizens is an essential ingredient of every democratic government, and 

they are entitled to know the way with which the executive authority, to whom they 

have entrusted the governance of the country, administers public resources.  

2. In modern states supreme audit institutions are called upon to play the role of 

independent auditor on those who   exercise public authority, and who maintain close relations, and in 

certain cases, even organizational relations, with the parliament of the country. In Cyprus, the operation 

of the Audit Office is regulated by the Constitution, through considerably strong provisions, together with 

several specialized and general laws. The Fiscal Responsibility and Fiscal Framework Law (Law 20(I)/2014), 

with its expanded power, has updated, broadened and developed the remit of the Audit Office. 

3. In 2016 our Office invited the Audit Office of the United Kingdom for a peer review. The 

conclusions and the recommendations of our British colleagues, as well as the preceding self-evaluation 

of our Office which we conducted, became the corner stone for a wide-scale restructuring of the Audit 

Office, with a full update and upgrading of audit directives and procedures, the establishment and 

operation of a Methodology and Quality Assurance Unit, and a modification in the structure of reports 

and the way that they are issued.  

4. Regarding the structure of our reports, as of 2017 we have ended the decade-long practice where 

the conclusions of all audits of the year remained unseen until the end of the following year, when they 

would be included in the respective annual report. Instead of this, special reports are issued based on our 

performance and compliance audits. Regarding this, the following is noted: 

(a) According to article 81(2) of the Fiscal Responsibility and Fiscal Framework Law (Law 20(I)/2014), 

the Auditor General conducts external audit on the basis of international recognized auditing standards 

which he decides. 

(b) As is explicitly mentioned in the Audit Directives which are issued by the Auditor General, the 

audits of the Audit Office are conducted according to the International Standards on Auditing (ISAs) which 

are issued by the International Federation of Accountants (IFAC) and also on the International Standards 

of Supreme Audit Institutions (ISSAIs) which are issued by the International Organization of Supreme Audit 

Institutions (INTOSAI.  

(c) ISSAI 10, in which the fundamental principles of the independence of Supreme Audit Institutions 

are defined, safeguards the right and the obligation of the Audit Office to prepare reports on its findings, 

and the liberty of the Audit Office to decide upon, the content and the time of preparation, issuing and 

publishing of the reports of its audits. 

Our obligation, based on the Constitution, to submit an annual report regarding the performance of the 

services and duties of the Auditor General, to the President of the Republic, remains. 

5. Therefore, the present report is submitted on the basis of article 116 of the Constitution. This 

includes (a) a list of all the special reports that have been prepared and issued from the date of submission 

of the previous annual report, (b) reference to the programmes that are funded by the European Union 

through the State Budget, (c) the audit of the Financial Report and the final assessment that are submitted 

by the Accountant General to the Minister of Finance according to article 78 of Law 20(Ι)/2014 and (d) the 

audit of the financial statements which include all the  economic entities as prepared by the Accountant 

General according to article 79 of the same Law. The consolidated financial statements for the General 

Government have not been submitted to our Office yet.   The last Appendix in this   Report contains the 
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report of a private-practice based auditor to whom our Office voluntarily assigned for the first time 

since the Republic’ s establishment in 1960, the audit of our financial statements, for the year 2015.This 

will continue on an annual basis within the context of essential transparency. 

6. As mentioned in Chapter Ε which includes the audit of the financial statements of the Republic of 

Cyprus, this was conducted based on a re-designed methodology of audit, according to the International 

Standards on Auditing and the International Standards of Supreme Audit Institutions, that our Office has 

adopted. The methodology that was followed was a result of the recommendations of the Audit Office of 

the United Kingdom, within the context of the aforementioned peer review that was done in 2016. This 

is also the first time this had been carried out since the Republic’s establishment in 1960.  

7. The conclusions of the audits, together with our recommendations, were communicated via our 

letters, which were sent throughout the year, to the audited entities, for comments and opinions, as well 

as for taking the necessary reparatory steps. In several cases, steps have already been taken, to solve the 

problems that were identified. However, it must be stressed, that the comprehensive application of our 

findings remains our basic aim, the implementation of which requires the involvement of both the 

executive and legislative authorities.  

8. I assure you that our team here at the Audit Office, despite our severe shortage of staff, continues 

its joint efforts with professionalism and conscientiousness with the hope, that our suggestions will enjoy 

appropriate utilization. For this, I warmly thank all the staff for their determined zeal.  

I also thank all the officials and officers of the audited Government Departments and Services, Semi-

Government Organizations and Local Authorities for their assistance and cooperation during our audits, 

and I trust that together, we will all be able to contribute to the battle against corruption and in 

establishing the principles of good governance. 

  

 

 

Dr Odysseas F. Michaelides 

Auditor General of the Republic  
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CHAPTER Α – AUDIT OFFICE OF THE REPUBLIC 

Who we are 

The Audit Office of the Republic is the independent body which, based on provisions of the Constitution, 

is burdened with the audit of the fiscal performance, in the way that it is exercised by the executive 

authority. Through its audits and reports, the Audit Office provides to the citizens and their 

representatives, that is, the House of Representatives, the objective and trustworthy information that 

they require, to evaluate the performance of the executive authority regarding the administration of the 

public resources. In this way, it contributes to transparency, to public accountability and to the combating 

of corruption, concepts which are interwoven with good administration. 

 

The staff of the Audit Office (13 December 2016) 

The role and the jurisdictions of the Audit Office  

Τhe background of the institution 

The audit of the fiscal performance was already identified with the organization of man in societies, from 

the third millennium B.C. The trade laws and accounting-auditing reports appear first in Babylon. In that 

time, the «secretary» registered the big transactions on plates and he legalized them with his signature, 

he was the expert - accountant, or, the most prominent term today, the «auditor». In the same period of 

time, the Egypt of the Pharaohs, the state establishes the institution of the «foreman of wheat», so that 

the harvest of the wheat is controlled, which was the main taxable commodity. The problem that they 

faced was its control. These «foremen» were essentially auditors who registered the imports and exports 

of wheat. 
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The meaning of the fiscal audit crystallized and took the form similar to today’s, in ancient Athens, where 

it also became one of the most important institutions of the Democratic State. With the existence of a 

superior Audit Authority, the proper administration of state property was safeguarded, self-assertion was 

prevented and people actively participated in the governance of the state. 

As Plato explained in The Laws of Plato1, we should not have any judge or senior officer who would judge 

or govern without giving any account and for this, it is essential, for the accounts to be judged, senior 

officers to be appointed, who will be blessed with all types of virtues. It is then, said Plato, that the city 

will flourish and progress.  

The institutional framework of the fiscal audit that applied in Ancient Athens is explained clearly by 

Aristotle in his works of Politics2 and Athenian State3. As the great philosopher explains, to avoid abuse, 

accountability should be done «in the presence of all the citizens», that is, in public. The audit system 

which he describes, with the ten Accountants, to whom the sires were accountable and all those who in 

any way had been involved in public administration, and the ten Responsibles, who formed the ten-

member court with the same name, which is considered as the hybrid form of modern audit bodies.  

Τhe modern framework for action of Audit Institutions 

The actions of the Audit Institutions («Supreme Audit Institutions») in the whole world is governed by 

audit standards which are issued by the International Organization of Supreme Audit Institutions, known 

as INTOSAI, in which Audit Institutions from 192 countries participate and which is linked with the ECOSOC 

council (Economic and Social Council) of the UN. In these standards that concern the audit of the public 

sector, the three types of audit are defined, the Financial audit, the Performance audit and the Compliance 

audit, as explained in ISSAI100 (Fundamental Principles of Public-Sector Auditing). 

The basic elements for safeguarding the independence of the Audit Institutions were included in the 

Declaration of Mexico in 2007 and are the following: 

1. The existence of the appropriate and effective constitutional/legal framework and the 

implementation, in practice, of these provisions.  

2. The independence of the heads of the Audit Institutions, including the insurance of 

employment and the legal asylum during the normal exercise of their duties.  

3. A satisfactorily wide range of mission and discretional authority, during the fulfillment of the 

jurisdiction of the Audit Office.   

4. Access without restrictions to information.  

5. The right and obligation for the preparation of reports on findings.  

6. The freedom for the Audit Office itself, to decide the content and the time of preparation, 

issuing and publishing of the audit reports. 

7. The existence of a satisfactory mechanism of compliance to the recommendations of the Audit 

Office 

                                                           

1The Laws of Plato 945b΄ 

2 Politics of Aristotle (1322 b, 10) Επει δε ένιαι των αρχών, ει δε και πάσαι, διαχειρίζουσι πολλά των κοινών, 
αναγκαίονετέραν είναι τη ληψομένην λογισμόν και προσευθυνούσαν, αυτήν μηδέν διαχειρίζουσαν έτερον (…) 
καλούσι δε τούτους οι μεν ευθύνους οι δε λόγιστάς οι δε εξεταστάς οι δε συνηγόρους. 

3 Athenian State of Aristotle (LIV2) Κληρούσι δε και λογιστάς δέκα και συνηγόρους τούτων δέκα προς ούς άπαντας 
ανάγκη τους τας αρχάς άρξαντας λόγον επενεγκείν. Ούτοι γαρ εισί μόνοι οι τοις υπευθύνοις λογιζόμενοι και τας 
ευθύνας εις το δικαστήριον εισάγοντες  
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8. Financial and administrational autonomy and availability of appropriate human manpower and 

financial resources.  

The above principles were adopted in 2011 by the General Assembly of the United Nations with its 

Resolution Α/66/209. In this decision, the important role of the Audit Institutions in promoting the 

efficiency, accountability, effectiveness and transparency in the action of public administration was 

stressed. 

All the above are consistent with the Constitution of the Republic of Cyprus (articles 115 until 117) as well 

as with the Submission of Data and Information to the Auditor General of the Republic Law (Law 

113(I)/2002). 

The only thing pending, is the limited financial independence of the Audit Office, since its Budget is 

approved first by the Ministry of Finance (which is an auditable organization) and then by the Ministerial 

Council. For this matter, a relevant provision has already been included in the Memorandum of 

Understanding, according to which the Audit Office, not only should be manned adequately, so as to be 

able to fulfill its obligations satisfactorily, but most importantly, its financial independence should be 

secured. This independence was raised by the European Union itself, before our membership, before 

2004, from 2011 it constitutes, as explained above, a basic principle of governance of States that was 

adopted at a level of the United Nations Organization. The Audit Office, after the passing of a big period 

of time, without any solution being promoted by the competent Ministry of Finance, requested the 

contribution of the Parliamentary Committee on Monitoring Development Plans and Public Expenditure 

Control, which examined the issue in its meeting on 3 November 2016 and undertook the initiative to 

promote it.  

Types of Audit conducted by the Audit Office.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Financial Audit. 

The financial audit concerns the audit of state accounts, as well as the audit of the financial statements 

of the Legal Entities of Public Law and other Organizations, Special Funds and Local Administration 

Authorities, and intends to express an opinion regarding the true and fair view they present. Special 

emphasis is given to the evaluation of the system of internal audit. 

 

Regulatory Audit or Compliance Audit 

The regulatory audit intends mainly to the verification of compliance to the Law and to the relevant 

accounting, fiscal and administrational Regulations. 

 

Performance Audit 

The performance audit concerns the independent examination of a programme, activity, operation or 

of the administration systems and procedures of auditable organizations, with the aim of evaluating 

the financial, efficient and effective administration of their resources. 
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The conducting of audit work includes the collection, analysis and evaluation of audit evidence. At all 

stages of the audit, the appropriate professional methodology is followed which will secure its successful 

conduct with objectivity, precision and trustworthiness. 

With the completion of the audit, letters are prepared for the audited parties, in which the findings of the 

audit are mentioned, together with our recommendations/highlights, which the audited parties are called 

upon to comment and formulate their opinions. A special report is then prepared, which is published by 

posting it on the website of our Office (http://www.audit.gov.cy) and it is accessible by all the citizens of 

the Republic. The topics are also extensively covered by the Mass Media. This secures the transparency 

of our findings and recommendations. 

CONDUCTING OF AUDITS 

SENDING OF LETTERS 
(Recommendations / 

Highlights) 

CHOICE OF IMPORTANT 

TOPICS 

PARLIAMENT 
EXECUTIVE  

AUTHORITY 

PUBLIC and MASS MEDIA 

(posting on website) 

Technical Audit 

Technical audit intends to verify whether the execution of the various projects is done, on the one 

hand, according to the terms/specifications of the contract, the time period of implementation, as well 

as their budget, and on the other, with the most economic and efficient way and that the projects were 

programmed, designed and executed satisfactorily. This audit includes, amongst other things, the 

examination of the techno-economic feasibility studies, the technical specifications and plans, the 

terms of the contracts, the procedures to request and award tenders, as well as the procedure of 

amendments/changes in the contracts.  

 

SPECIAL REPORTS 

ANNUAL REPORT 

http://www.audit.gov.cy/
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In the Annual Report which is submitted on the basis of article 116 of the Constitution, the following are 

included (a) the list of all the special reports that have been prepared and issued from the date of 

submission of the previous annual report, (b) reference to the programmes that are funded by the 

European Union through the state budget, (c) the audit of the  Financial Report and the final assessment 

which are submitted by the Accountant General to the Minister according to article 78 of Law 20(Ι)/2014, 

(d) the audit of the financial statements that include all the economic entities which are prepared by the 

Accountant General according to article 79 of the same law and the consolidated financial statements of 

the General Government, and (e) the report of the auditor from the private practice to which our Office 

willingly assigned the audit of its financial statements.  

The ISSAI 20 (“Principles of transparency and accountability”) expressly defines that Audit Institutions 

publish its conclusions and recommendations, unless these are defined as confidential by a special law. 

Special reference to the same Standard is made to the strong links with the competent parliamentary 

committees. For the matter of publishing, the following reference is made: 

 The Audit Institutions openly communicate with the Mass Media and other interested parties 

concerning their activities and the audit reports are accessible by the public. 

 The Audit Institutions encourage public and academic interest about their most important 

findings. 

 The summaries of the audit reports are available in one of the official languages of INTOSAI, 

apart from the official language of the country. 

 The Audit Institutions start and finish audits and issue the relevant reports in time. Transparency 

and accountability are reinforced if audit work and the relevant information is timely. 

 The Reports of the Audit Institutions are accessible and understandable to the public at large, 

with the use of various means (e.g. summaries, charts, video presentations, press releases) 

 

The Auditor General of the Republic 

The Auditor General of the Republic heads the Audit Office, an independent officer, who is appointed by 

the President of the Republic and remains on his post until his retirement. The authorities that are granted 

to him by the Constitution and legislation, may be assigned, by him, to the staff that is under his direction. 
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Organizational Structure of the Audit Office 

The effective implementation of the overall 

work of the Audit Office demands the co-

ordination of various work positions, which is 

accomplished by the departmentalization of 

the positions into three Audit Departments (Α, 

Β and C). 13 Sections fall under Departments Α 

and Β which conduct financial, regulatory and 

performance audit. Department C mainly 

conducts technical audits of developmental 

and other projects and audits of computerized 

systems. 

MISSION 

Conducting independent financial, performance and regulatory audit in the public and broader public 

sector, with the aim of public accountability and optimum administration of public resources. 

VISION 

Maximization of the value of public resources. 

VALUES 

Independence – from the audited entities 

Integrity – behavior and action with sincerity and honesty 

Objectivity – exercising duties with impartiality, without prejudice and preventing situations of conflicting 

interests or unfair influence by third parties 

Professionalism – adoption of high standards of capability, behavior and diligence  

Trustworthiness – provision of valid, complete and documented information 

Transparency – securing the existence of transparency in the implementation of public administration 

STRATEGIC PURSUITS 

The strategic pursuits of the Audit Office, for the period 2016-2018, are the following: 

1. Improvement of accountability and reporting on the audited organizations and increasing 

transparency in the administration of public resources. 

2. Establishment of good administration and combating corruption in the broader public sector. 

3. Improvement of the recommendations of the Audit Office and increasing the degree of their 

acceptance and adoption. 

4. Increasing the efficiency of the Audit Office. 

Transparency and public accountability of the executive authority are an inseparable part of every modern 

democratic administration system. The Audit Office, through its audits and reports, provides to the 

AG

DAG

AUDIT DEPARTMENTS

SECTIONS
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citizens and to their elected representatives, that is, the Parliament, the objective and trustworthy 

information which it requires to evaluate the performance of the executive authority as regards the 

administration of the public finances, contributing in this way, to the achievement of the above principles, 

which are intertwined with the wiping out of corruption, and good administration.  

This role is especially important in this difficult period for the economy, that we are going through today, 

where financial, efficient and effective management becomes even more imperative, so as to contribute, 

to the maximum possible level, to the achievement of the recovery of our economy, the soonest possible. 

Society demands from the State, to administer the limited public resources in a prudent way, so that 

expenditure is limited, waste in spending is prevented and savings are achieved. There are increasing 

demands to wipe out the phenomenon of corruption, for accountability and apportioning responsibilities, 

wherever they exist. 

Tenders  

The Audit Office proclaimed on 7.11.2017 an open tender for the audit of the Financial Statements of a 

total of 619 Organizations, in which are included 21 Legal Entities of Public Law (ΝΠΔΔ) and other 

Organizations as well as Municipalities and Provident Funds of Municipalities, Community Councils, School 

Boards, Sewage Boards of Municipalities and Communities, Exploitation Boards. The audit concerns 

previous and current years. The budget of the said tender is €3.025.920 + V.A.T. A total of 20 tenders were 

submitted by various Financial Services Providers, of which 5 from Joint Ventures. The tender was 

awarded on 2.2.2018 with the assignment of the audit of 438 of the 619 Organizations to 11 different 

tenderers, for the total amount of €1.714.735 + V.A.T. The Legal Entities of Public Law mentioned above 

are the following: 

LEGAL ENTITIES OF PUBLIC LAW 

1 PROVIDENT FUND OF REGULAR GOVERNMENT HOURLY-PAID  STAFF 

2 PROVIDENT FUND OF EMPLOYEES OF CYPRUS SECURITIES AND EXCHANGE COMMISSION 

3 RESEARCH PROMOTION FOUNDATION 

4 CENTRAL AGENT OF THE EQUAL DISTRIBUTION OF BURDENS 

5 INVESTOR COMPENSATION FUND FOR CLIENTS OF INVESTMENT  FIRMS 

6 INVESTOR COMPENSATION FUND  FOR CLIENTS OF BANKS 

7 DEPOSIT PROTECTION AND RESOLUTION OF CREDIT AND OTHER INSTITUTIONS SCHEME 

8 DEPOSIT GUARANTEE AND RESOLUTION OF CREDIT AND OTHER INSTITUTIONS SCHEME 

9 FINANCIAL OMBUTSMAN OF THE REPUBLIC OF CYPRUS 

10 AGRICULTURAL INSURANCE ORGANISATION 

11 CYPRUS HYDROCARBONS COMPANY 

12 CYPRUS SCIENTIFIC AND TECHNICAL CHAMBER 

13 OFFICE OF THE COMMISSIONER OF ELECTRONIC COMMUNICATIONS AND POSTAL REGULATIONS 

14 COUNCIL FOR THE REGISTRATION AND CONTROL OF BUIDING AND CIVIL ENGINEERING 
CONTRACTORS 

15 HEALTH INSURANCE ORGANISATION 

16 CYPRUS RESEARCH FOUNDATION FOR MUSCULAR DYSTROPHY  

17 SEWAGE BOARD OF NICOSIA 

18 SEWAGE BOARD OF LIMASSOL – AMATHOUNTAS 

19 SEWAGE BOARD OF LARNAKA 

20 SEWAGE BOARD OF PAFOS 
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The Audit Office proclaimed on 19.10.2017 an open tender for the audit of the Financial Statements of a 

total of 67 Organizations, in which 24 Legal Entities of Public Law (ΝΠΔΔ) are included and other 

Organizations, as well as Community Councils, School Boards and Exploitation Boards. The audit concerns 

previous and current years. The budget of the said tender was €966.971 + V.A.T. A total of 13 tenders 

were submitted by various Financial Services Providers, of which, 2 from Joint Ventures. The Legal Entities 

of Public Law (ΝΠΔΔ) mentioned above are the following: 

LEGAL ENTITIES OF PUBLIC LAW 

1 CYPRUS SECURITIES AND EXCHANGE COMMISSION 

2 CYPRUS STATE SCHOLARSHIP FOUNDATION 

3 FUND FOR HUNTING AND MANAGEMENT OF WILD LIFE  

4 DEPOSIT GUARANTEE AND RESOLUTION SYSTEM OF CREDIT AND OTHER INSTITUTIONS 

5 INVESTOR COMPENSATION FUND  FOR CLIENTS OF BANKS 

6 SINGLE AGENCY FOR OUT-OF-COURT SETTLEMENT OF DISPUTES OF FINANCIAL NATURE 

7 CYPRUS INVESTMENT PROMOTION AGENCY (CIPA) 

8 CYPRUS PETROLEUM STORAGE COMPANY (ΚΕτΑΠ) 

9 CYPRUS GAMING AND CASINO SUPERVISION COMMISSION 

10 CYPRUS PORTS AUTHORITY 

11 PROVIDENT FUND OF REGULAR EMPLOYEES OF THE CYPRUS PORTS AUTHORITY  

12 CYPRUS UNIVERSITY OF TECHNOLOGY 

13 OPEN UNIVERSITY OF CYPRUS 

14 PROVIDENT FUND OF THE “Ayios Varnavas” SCHOOL FOR THE BLIND  

15 FUND OF THE COUNCIL FOR HISTORICAL MEMORY OF E.O.K.A. 1955-59 STRUGGLE 

16 CYPRUS THEATRE ORGANIZATION 

17 CYPRUS SYMPHONY ORCHESTRA FOUNDATION 

18 CYPRUS HUMAN RESOURCES DEVELOPMENT AUTHORITY 

19 PATIENTS RELIEF FUND 

20 STUDENT WELFARE AND DEVELOPMENT FUND OF THE HIGHER HOTEL INSTITUTE OF CYPRUS (ΑΞΙΚ) 

21 SPECIAL FUND FOR THE PROFESSIONAL REHABILITATION CENTRE FOR PERSONS WITH DISABILITIES 
(ΚΕΑΑΑ) 

22 NICOSIA WATER BOARD 

23 LARNAKA WATER BOARD 

24 LIMASSOL WATER BOARD 

 

Relations with the House of Representatives 

The recommendations and highlights of the Audit Office are examined in regular meetings of the 

Parliamentary Committee on Monitoring Development Plans and Public Expenditure Control. These 

meetings are one of the main tools for monitoring the response of the audited organizations to our 

highlights and recommendations. 

In addition, nearly all the Parliamentary Committees regularly request the contribution of the Audit Office 

in matters that are related to its jurisdictions. 
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International relations 

Our Office is a member of the International Organization of Supreme Audit Institutions (INTOSAI), as well 

as the corresponding European (EUROSAI) and Asian (ASOSAI) Organization. It also actively participates in 

various work groups of the above Organizations, such as the Work Groups of Environmental Control, 

Information Technology, Audit and Ethics and Fiscal Modernization and Reform. 
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CHAPTER Β – AUDITS OF PUBLIC AND OTHER ORGANIZATIONS  

From the date of submission of our previous Annual Report, our Office completed and published the 

following special reports. The recommendations of these reports are adopted and considered that they 

are an inseparable part of the present Report, so that article 4A («Compliance and application report») of 

the Submission of Data and Information to the Auditor General of the Republic Law, also applies to them. 

 

Date of  
publishing 

SPECIAL REPORTS THAT WERE COMPLETED DURING 2018 

INDEPENDENT SERVICES 

HOUSE OF REPRESENTATIVES 

02.11.2018 Audit of House of Representatives (BA-01-2018) 

  LAW OFFICE OF THE REPUBLIC 

17.01.2018 Audit of the Accounts of the Law Office of the Republic for the year 2016 (ΝΥ-01-2018) 

  
MINISTRIES AND DEPARTMENTS 

MINISTRY OF AGRICULTURE, RURAL DEVELOPMENT AND ENVIRONMENT 

28.03.2018 Administration of Packaging Waste in Cyprus (ΠΕ-01-2018) 

07.05.2018 Creation of a Thematic Park for Crocodiles in the Region of the Tokhni and Psematismenos 
Communities (ΠΕ-02-2018) 

25.06.2018 Administration of protected marine areas in Cyprus (ΠΕ-03-2018) 

  MINISTRY OF INTERIOR  

27.03.2018 Audit of Department of Land and Surveys (ΤΚΧ-01-2018) 

05.09.2018 Change of Town Planning Zones of Pegeia (ΠΕ-04-2018) 

  MINISTRY OF TRANSPORT, COMMUNICATIONS AND WORKS 

10.05.2018 Audit of Department of Civil Aviation (TΠΑ-01-2018) 

27.06.2018 Audit of Department of Road Transport (ΤΟΜ-01-2018) 

  MINISTRY OF FINANCE  

12.02.2018 Audit of Ministry of Finance for the year 2016 (ΥΟ-01-2018) 

21.09.2018 Audit of Department of Taxation (ΤΦ-01-2018) 

  MINISTRY OF HEALTH  

17.01.2018 Audit of General Hospital of Nicosia for the year 2016 (ΓΝΛ-01-2018) 

14.05.2018 Audit of Pharmaceutical Services (ΦΥ-01-2018) 

20.08.2018 Audit of Ministry of Health (YY-01-2018) 

  
LEGAL ENTITIES OF PUBLIC LAW AND OTHER ORGANIZATIONS 

COOPERATIVE CYPRUS BANK 

01.06.2018 Special Report – Cooperative Central Bank (ΣΚΤ-01-2017) 

  ELECTRICITY AUTHORITY OF CYPRUS 

14.06.2018 Audit of Electricity Authority of Cyprus 2017 (AHK-1-2018) 

  CYPRUS TELECOMMUNICATIONS AUTHORITY 

14.06.2018 Audit of Cyprus Telecommunications Authority 2017 (2017-ΑΤΗΚ) 

  CYPRUS BROADCASTING CORPORATION 

15.06.2018 Audit of Cyprus Broadcasting Corporation 2017 (2017-ΡΙΚ) 

  AGRICULTURAL PAYMENTS ORGANIZATION 
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Date of  
publishing 

SPECIAL REPORTS THAT WERE COMPLETED DURING 2018 

INDEPENDENT SERVICES 

HOUSE OF REPRESENTATIVES 

15.06.2018 Audit of Agricultural Payments Organization 2017 (2017-ΟΑΠ) 

  ADMINISTRATION OF TRANSPORT SYSTEM 

13.06.2018 Audit of Administrator of Transport System 2017 (ΔΣΜΚ-01-2018) 

  CYPRUS SPORTS ORGANIZATION 

15.06.2018 Audit of Cyprus Sports Organization 2017 (2017-ΚΟΑ) 

  CYPRUS TOURIST ORGANIZATION 

18.04.2018 Audit of Cyprus Tourist Organization (ΚΟΤ-01-2018) 

  CYPRUS HYDROCARBONS COMPANY 

12.01.2018 Audit  of Cyprus Hydrocarbons Company - 25.10.2013 until 31.12.2016 (ΕΥΚ-01-2018) 

  YOUTH BOARD OF CYPRUS 

16.11.2018 Audit of Youth Board of Cyprus (ΟΝΕΚ-01-2018) 

  FUND FOR HUNTING AND MANAGEMENT OF WILD LIFE 

19.10.2018 Audit of Financial Statements of the Fund for Hunting and Management of Wild Life (ΤΘ-01-
2018) 

  
LOCAL SELF-GOVERNMENT (MUNICIPALITIES, COMMUNITY COUNCILS, SEWAGE BOARDS AND 
WATER BOARDS) 

03.05.2018 Local Self-government 2016 

  AUDIT OF POLITICAL PARTIES 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
DISY (ΠΚ-01-2018) 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
AKEL (ΠΚ-02-2018) 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
DIKO (ΠΚ-03-2018) 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
EDEK (ΠΚ-04-2018) 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
“Symmakhia Politon” (Citizens Alliance) Movement (ΠΚ-05-2018) 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
“Allilengii” (Solidarity) Movement (ΠΚ-06-2018) 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
Movement of Ecologists – Citizens’ Cooperation (ΠΚ-07-2018) 

28.06.2018 Municipal Elections 2016 – Report of Findings of Audit of Income and Expenditure Statement of 
“ELAM” (National Popular Front) (ΠΚ-08-2018) 
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CHAPTER C – PROGRAMMES THAT ARE FUNDED BY THE EUROPEAN UNION (ΕU) 

THROUGH THE STATE BUDGET  

General. Cyprus, as a full member of the EU, has access to European Structural and Investment Funds 

(ESIF), and in particular, to the European Regional Development Fund (ERDF), the European Social Fund 

(ESF), the Cohesion Fund (CF), the European Agricultural Fund for Rural Development (EAFRD) and the 

European Maritime and Fisheries Fund (EMFF). In addition, for the Programme Period (PP) 2014-2020, 

Cyprus receives resources from the Youth Employment Initiative (YEI) and the Fund for European Aid to 

the Most Deprived (FEAD). 

The utilization of the available resources by Cyprus for the year 2017, is related both to PP 2007-2013 as 

well as PP 2014-2020, since the deadline for the submission to the EU, of the Final Implementation Reports 

for all the Operational Programmes (OP) of PP 2007-2013 expired on 31.3.2017, while the applications for 

payments to the European Commission for the PP 2014-2020 began to be submitted during 2016.  

 

Α.  Programme Period 2007-2013. 

(a) European resources and Strategic Development Plan 2007 – 2013. In the framework of the 

distribution of the Budget of the EU for the PP 2007-2013, an amount of €822,6 million was blocked for 

Cyprus, which was made available through programmes that were an inseparable part of the Strategic 

Development Plan. The European resources represent, according to the Strategic Development Plan, 

about 12% of the foreseen annual development expenditure of Cyprus for this period. 

They were made available through the following Programme Documents: 

(i) National Strategic Reference Framework (NSRF) which concerns the Cohesion Policy of the EU, 

which has been formulated according to the provisions of Chapter ΙΙ (articles 27 – 28) of Regulation 

1083/2006 of the Council of the EU.  

 On the basis of NSRF two Operational Programmes were approved and implemented:  

 The Operational Programme «Sustainable Development and Competitiveness».  

 The Operational Programme «Employment, Human Resources and Social Cohesion».  

The Administrational Authority of the above two Operational Programmes was the Directorate-

General for European Programs, Coordination and Development (DG-ESA – the former Planning 

Bureau). 

(ii) The National Strategic Rural Development Plan (NSRDP) which was co-financed by the Agricultural 

Fund of Rural Development of the European Commission and was implemented through the Rural 

Development Programme. The Administrational Authority of the above OP was the Agricultural 

Department. 

 Extensive reference regarding the Rural Development Programme of 2007-2013 is made in our 

Special Report that concerns the Agricultural Department, with no. ΤΓ/1/2017 and our Special 

Report that concerns the Agricultural Payments Organization, with no. 2016-ΟΑΠ. 

(iii) The National Strategic Plan for Fisheries (ESSAL) which was co-financed by the Fisheries Fund of the 

European Commission and was implemented through the Operational Programme for Fisheries. 

The Administrational Authority of the above Operational Programme was the Directorate-General 

of the European Programmes of Coordination and Development. 



AUDITOR GENERAL OF THE REPUBLIC   ANNUAL REPORT 2017 

 

 

15 

(b) Implementation. A Table with the Recovery of EU Resources for the PP 2007-2013, in the 

framework of the Operational Programmes for which the Administrative Authority was the Directorate-

General of the European Programmes of Coordination and Development until 31.12.2017, appears below: 

 

Operational Programme/ 
European Fund 

(1) 

Public Expenditure 
Budget (National 

and EU 
Contribution) 

(2) 

EU Contribution 

(3) 

Recovery of 
Resources from 

EU 

(4) 

 
Proportion of 

Absorption 
(5)=(4)/(3) 

 € € €  

OP «Sustainable Development 
and Competitiveness» 

579.606.868 492.665.838 468.032.546 95% 

European Fund of Regional 

Development 

328.778.063 279.461.354 265.488.286 95% 

Cohesion Fund 250.828.805 213.204.484 202.544.260 95% 

OP «Employment, Human 
Resources and Social Cohesion 

140.904.888 119.769.154 113.780.696 95% 

European Social Fund 140.904.888 119.769.154 113.780.696 95% 

OP «Fisheries» 36.148.836 19.724.418 18.738.197 95% 

European Fund for Fisheries 36.148.836 19.724.418 18.738.197 95% 

Total 756.660.592 632.159.410 600.551.439 95% 

 

For the PP 2007-2013, until the end of 2017, the maximum possible amount was recovered from all the 

Funds, resulting in recoveries amounting to 95%. During 2018, with the final closure of the Operational 

Programmes from the European Commission, the remaining 5% of the reserve was also recovered, that 

is, 100% of the available European resources were recovered.  

 

Β.  Programme Period 2014-2020. 

(a) European resources 2014 – 2020. According to the Multi-Annual Fiscal Framework of the EU, an 

amount of about €998,7 million was distributed in the Republic of Cyprus from the European Structural 

and Investment Funds (ΕSIF). In this amount, the additional amount of €36,6 million is included, which 

was distributed in the Republic of Cyprus after the Technical Adjustment of the National Fiscal Cohesion 

Policy Folders, which was done in August 2016 and the additional amount of €6,5 million from the revision 

of the Multi-Annual Fiscal Framework in September 2017 (it concerns only the Youth Employment 

Initiative). Their distribution per Fund is formed as follows: 
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 €million 

(a) Social Cohesion 826,8 

 European Regional Development Fund (ERDF) 332,91 

 Cohesion Fund (CF) 343,32 

 European Social Fund (ESF) 132,5 

 Youth Employment Initiative (YEI) 18,1 

(b) Rural Policy 132,2 

 European Agricultural Fund for Rural Development (EAFRD) 132,2 

(c) Fisheries Policy 39,7 

 European Maritime and Fisheries Fund (ΕMFF) 39,7 

Total 998,7 

 

1 Includes €32,7million for the European Territorial Cooperation 
2 Includes €48,4million for the Connecting Europe initiative 

For the effective utilization of the resources of ESIF, documents of strategic planning, under the 

responsibility of the Directorate-General of the European Programmes of Coordination and Development 

were drafted and submitted to the European Commission, which were approved by the European 

Commission.  

The approved programme documents are: 

(i) The Partnership and Cooperation Agreement (PCA), in which the general development priorities of 

the country are listed, as well as the intended strategic aims for the utilization of the ESIF. The PCA 

was approved by the European Commission on 20.6.2014. 

(ii) The Operational Programme «Competitiveness and Sustainable Development», which is co-

financed by the ERDF and the Cohesion Fund. The Programme was approved by the European 

Commission on 16.12.2014 and has a total approved budget of €699,7 million, from which an 

amount of €595 million is the European co-financing (ERDF and Cohesion Fund), representing 85% 

of the budget expenditure of the Operational Programme. 

(iii) The Operational Programme «Employment, Human Resources and Social Cohesion», which is co-

financed by the European Central Bank (ECB) and the Youth Employment Initiative (YEI). The 

Programme was approved by the European Commission on 25.2.2015 and has a total approved 

budget of €173,9 million, from which the amount of €132,5 million is the co-financing by the ECB 

and the amount of €18,1 million is the co-financing by the YEI.  

(iv) The Operational Programme «Maritime», which is co-financed by the European Maritime and 

Fisheries Fund. The Programme was approved by the European Commission on 2.7.2015 and has a 

total approved budget of €52,9 million, from which an amount of €39,7 million is the co-financing 

of the European Fisheries Fund. 

(v) The Programme «Rural Development 2014-2020», which is co-financed by the European Agricultural 

Fund for Rural Development. The Programme was approved by the European Commission on 3.12.2015 

and has a total approved budget of €243,3 million, from which an amount of €132,2 million is the co-
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financing of the European Agricultural Fund for Rural Development. Extensive reference is made in our 

Special Report that concerns the Organization of Agricultural Payments with no. 2017-ΟΑΠ. 

For the Operational Programmes «Competitiveness and Sustainable Development», «Employment, 

Human Resources and Social Cohesion» and «Maritime», the Administrative Authority is the Directorate-

General of the European Programmes of Coordination and Development (DG-EPCD), while for the 

Programme «Rural Development 2014-2020» Administrative Authority is the Agricultural Department of the 

Ministry of Agriculture, Rural Development and Environment. 

It is noted that, further to the financing through the ESIF’s, an additional amount of €3,95 million was 

distributed to the Republic of Cyprus from the Fund for European Aid to the Most Deprived (FEAD), through 

the Multi-Annual Fiscal Framework. The Fund co-finances the Operational Programme «Food and/or Basic 

Material Assistance». The total approved budget of the Programme amounts to €4,7 million and the 

Administrative Authority for the Programme is the DG-EPCD. 

(b) Implementation. 2017 was the first year for the substantial implementation of the Operational 

Programmes. The attempts both of the Administrative Authority (DG EPCD) and of all of the involved 

institutions (Interim Institutions, Beneficiaries, Expenditure Verification Body-Treasury, Certification Authority, 

Internal Audit Service, and others) were intensified so as to achieve the especially high target of absorption for 

the OP «Competitiveness and Sustainable Development», resulting in the full utilization of the resources of the 

Programme.  

It is noted that according to the European Commission, Cyprus is amongst the first countries in the absorption 

of European resources for 2017. In particular, for the total of the Funds of Social Cohesion, Cyprus was ranked 

in sixth position, while for the European Fund for Regional Development, Cyprus was ranked first. In the table 

below appear the recoveries per Programme and Fund until the end of 2017: 

Operational Programme / Fund  Inflow until 

 31.12.2017  

(€million) 

(a) Competitiveness and Sustainable Development 83,07 

European Regional Development Fund 36,52 

Cohesion Fund 46,55 

(b) Employment, Human Resources and Social Cohesion 21,40 

European Social Fund 12,44 

Youth Employment Initiative 8,96 

(c) Maritime 4,05 

European Maritime and Fisheries Fund 4,05 

(d) Food and / or Basic Material Assistance 0,47 

 Fund for European Aid to the Most Deprived 0,47 

TOTAL INFLOW 108,99 
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(c) Findings of audits of the Internal Audit Service of the Republic (IAS). With a decision of the Council of 

Ministers (No. 79.735), dated 17.11.2015, the IAS was defined as the independent Audit Authority for the 

Operational Programmes «Employment, Human Resources and Social Cohesion», «Competitiveness and 

Sustainable Development» and «Maritime». Moreover, with a decision of the Ministerial Council (No. 80.237), 

dated 16.2.2016, the IAS was defined as the Audit Authority for the Operational Programme «Food and/or 

Basic Material Assistance». 

For the year 2017, the IAS issued an «Opinion with an emphasis on subject» regarding the audits of OP: 

«Employment, Human Resources and Social Cohesion», «Competitiveness and Sustainable Development» and 

«Maritime» as some weaknesses were found from the audit of the Management System and Control, which 

is common to all three OP’s. These weaknesses, although important, were considered that they do not affect 

the general conclusion regarding the evaluation of the operation of the system, which was considered to be 

operating well, however, certain improvements are required. 

 

C.  Allocation of resources to and from the European Union during 2017. Based on data of the 

European Commission, the total of the payments to Cyprus for 2017, in which are included payments 

through the State, as well as directly to individuals or other organizations, amount to €240.273.658, while 

the corresponding amount for 2016 was €178.779.503. In this amount is also included the amount of 

€2.912.256 (2016: €5.896.539) which concerns assistance to enhance the Turkish Cypriot Community, as 

well as an amount of €74.555.793 (2016: €108.917.591) which concerns payments of the European 

Commission to the Organization of Agricultural Payments.  

In 2017, as mentioned in the Financial Report for the same year, the Republic of Cyprus contributed €178 

million to the funds of the EU (2016: €160 million) and collected from EU grants the amount of €77 million 

(2016: €38 million). It is noted that, as the DG-EPCD informed us, after the recommendation of our Office 

to create of separate articles of income for better auditing and monitoring of inflows from the EU, five 

articles of income have been created (one for each Fund) in the budget of the DG EPCD for the year 2018. 
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CHAPTER D – FINANCIAL REPORT AND FINAL ASSESSMENT OF THE STATE BUDGET  

Approval of the State Budget for the year 2017. The Budget of the State for the year 2017 was submitted 

to the House of Representatives on 30.9.2016 and, after its enactment as a Law (Law 47(ΙΙ)/2016), it was 

published in the Official Gazette of the Republic on 27.12.2016. 

Submission of the Final Assessment of the State Budget. According to paragraph 2 of article 81 of the 

Constitution and article 78 of the Fiscal Responsibility and Financial Framework Law, the Final Assessment, 

which are included in the l Financial Report, have to be submitted to the House of Representatives within 

three months from the end of the financial year. The Financial Report for the financial year that ended on 

31.12.2017 was submitted by the Accountant General of the Republic to the Minister of Finance on 

14.3.2018 and, after the relevant approval of the Ministerial Council, it was submitted to the House of 

Representatives on 29.3.2018. The Financial Report is audited by the Auditor General of the Republic 

according to the provisions of paragraph (1) of article 116 of the Constitution. 

It is noted that, as from 2014, the content of the Financial Report is defined in the Fiscal Responsibility 

and Fiscal Framework Law of 2014 (Law 20(Ι)/2014), according to which, the Financial Report includes the 

Final Assessment of the State Budget and is separated from the financial statements of the State.  

Submission of financial statements that include all the economic entities and consolidated financial 

statements of the General Government. According to paragraph (1) of article 79 of Law20(Ι)/2014, as 

from 2014 the Accountant General prepares the annual financial statements which include the economic 

entities and the consolidated financial statements of the General Government. According to paragraph 

(5) of article 79 of the above Law, the financial statements and the consolidated financial statements of 

the General Government are submitted to the Auditor General of the Republic within six months of the 

end of the financial year of reporting for audit. The financial statements for the years 2014 and 2015 were 

submitted to our Office on 27.7.2017 and the revised financial statements were submitted together with 

the financial statements for 2016 on 7.12.2017, in violation of the above article. The financial statements 

for 2017 were submitted to our Office on 29.6.2018. With regard to the consolidated financial statements, 

they were not prepared, since from the 553 organizations, only 439 sent financial statements to the 

Treasury of the Republic (234 for 2016 in violation of paragraph (2) of article 79 of the above Law, which 

mentions that all the entities of the General Government and the Authorities of Local Self-government 

submit their annual financial statements to the Minister of Finance and the Accountant General of the 

Republic within four months from the end of the financial year of reporting . 

Fixed Fund/Income Reserve. The Fixed Fund of the Republic, which was renamed in the Financial Report 

of 2012 as Income Reserve, includes the financial statements of the Republic of Cyprus and in particular, 

as additional information. On 31.12.2017 it presented the following movement:  
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 2017 2016 

 €’ 000  €’ 000 

Debit balance 1.1 7.527.833 7.791.189 

Plus: Payments 8.276.671 7.454.982 

 15.804.504 15.246.171 

Less: Receipts 7.909.040 7.718.338 

Debit Balance 31.12 7.895.464 7.527.833 

 

Results of the year. In 2017 a deficit amounting to €367,6 million arose, in comparison with a surplus 

amounting to €263,4 million in 2016 while, according to the Budget of 2017, a deficit would have arisen, 

that would have amounted to €1.957,9 million, in comparison to €792,6 million in 2016. The creation of a 

deficit, compared to a surplus in 2016 arose mainly for the reasons mentioned below:  

 2017 2016 

  

 

Budgeted 

 

 

 

 

Actual 

  

 

Deviation 

 

 

Budgeted 

 

 

 

 

Actual 

  

 

Deviation 

 €’ 000  €’ 000  % €’ 000  €’ 000  % 

Receipts 7.143.163  7.909.040  10,72 7.461.716  7.718.338  (2,48) 

Payments 9.101.050  8.276.671  (9,05) 8.254.343  7.454.982  (8,06) 

(Deficit) 

/Surplus 

 

(1.957.887) 

  

(367.631) 

   

(792.626) 

  

263.356 

  

 

Receipts. The total receipts had a reduction amounting to €0,6 million or 7,45% in comparison to 2016, 

which is mainly due to a reduction in the undertaking of loans by €238,6 million. At the same time, an 

increase appeared in the income from indirect and direct taxes of €410,1 million, and of other income, of 

€105,9 million.  
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Analysis of Budget Receipts 2017

Direct Taxes (28%) Indirect Taxes (40%)

Revenue from Goods and Services (3%) Rents, royalties and other income (4%)

Transfers (4%) Other Income (2%)

Grants (1%) Financing Activities (18%)

Other Operating Income (1%)

Total
€7.909.039.000

0

200.000

400.000

600.000

800.000

1.000.000

1.200.000

1.400.000

1.600.000

1.800.000

2.000.000

2.200.000

2.400.000

2.600.000

2.800.000

3.000.000

3.200.000

3.400.000

D
ir

e
c
t 
T

a
x
e

s
(2

8
%

)

In
d
ir

e
c
t 

T
a

x
e

s
(4

0
%

)

R
e
v
e

n
u
e

 f
ro

m
G

o
o
d

s
 a

n
d

S
e

rv
ic

e
s
 (

3
%

)

R
e
n

ts
, 
ro

y
a

lt
ie

s
a

n
d
 o

th
e

r
in

c
o

m
e

 (
4

%
)

T
ra

n
s
fe

rs
 (

4
%

)

O
th

e
r 

In
c
o
m

e
(2

%
)

G
ra

n
ts

 (
1
%

)

F
in

a
n

c
in

g
A

c
ti
v
it
ie

s
 (

1
8
%

)

O
th

e
r

O
p

e
ra

ti
n

g
In

c
o
m

e
 (

1
%

)
Comparison of Budget Receipts 

with the previous year

2017 2016

2017=€7.909.039.000
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€514.425 k.

€846.919 k.

€124.533 k.

€78.100 k.

€654.584 k.

Analysis of Direct Taxes 2017

Physical Persons Income Tax (23%)

Legal Persons Income Tax (38%)

Property Taxes (6%)

Motor Vehicle Taxes (4%)

Other Indirect Taxes (29%)

Total

€2.218.561 k

29%

4%

6%

38%

23%

€27.322 k.

€652.151 k.

€2.073.656 k.

€30.447 k.

€415.104 k.

Analysis of Indirect Taxes 2017

Import Taxes (1%) Consumption Taxes (20%)

VAT (65%) Motor Vehicle Taxes (1%)

Other Indirect Taxes (13%)

Total
€3.198.680 k

20%1%

13% 1%

65%
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Payments. The payments during 2017 had an increase amounting to €821,7 million or 11%, in comparison 

with 2016, mainly due to the reduction in the repayment of overseas loans and the operational expenses 

by €595,7 million and €142,1 million respectively. At the same time, there was an increase in expenditure 

on personnel by €31,9 million. The receipts and payments of the last two years appear in Table 2.1 of the 

Financial Report for the year 2017.  

 

29%

13%

25%

1%

1%

2%

23%

Analysis of Budget Payments 2017

Staff Costs (29%) Oper. Costs (13%)

Transfers (25%) Other cofin. Projects (1%)

Invest. Act. - Assets (1%) Invest. Act. Under construction (2%)

Fin. Act. - Loans (23%)

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.276.700χιλ

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Σύνολο
€8.257.831 χιλ.

Total
€8.276.700.000
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Σύνολο
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GENERAL 

Excess on the Budget. It was observed again that payments were made over the initially approved 

amounts, for which a covering approval was requested from, and given by, the Minister of Finance. 

Special Payment Orders. According to article 168 of the Constitution or on the basis of the Budget Law a 

total of 76 Special Payment Orders (SPO’s) were issued by the Minister of Finance for a total amount of 

€2.286.949.452. These are analyzed as follows: 

 

 

No. of 

S.P.O.’s 

 Amount 

€ 

Direct charge on Fixed Fund 12  1.692.832.979 

With Supplementary Budgets  1  345.767.619 

Others-according to the Budget Law 63  248.348.854 

Total 76  2.286.949.452 

The category of Other Special Payment Orders is analyzed as below: 

Description Amount 

€ 

Transfer from Reserve 58.299.762 

Transfer from Aggregate Funds 138.539.510 

Transfer from savings in articles of the  equity 51.509.582 

Total 248.348.854 

 

In total, 977 articles were affected once or more times. After 31.12.2017, 5 SPO’s amounting to a total of 

€3.768.556 were issued for the year 2017. The last SPO which was issued, had the date of 2.2.2018. 

 

AUDIT OF FINANCIAL REPORT 

The Financial Report for the year 2017, which includes the Final Assessment of the State Budget for the 

financial year that ended 31 December 2017, has been audited according to the provisions of article 116 

of the Constitution.  

Shares. The shares that the Republic of Cyprus held on 31.12.2017 appear in Table 3.3 of the Financial 

Report as follows: 

Organization Share of Government 

Accounting 
value 

Price of 
acquisition 

Percentage 

€000 €000 % 

Ordinary Shares    

Cyprus Petroleum Storage Company Ltd 35.318,8 35.318,8 100,00 

Cyprus Forest Industries Ltd 697 697 51,07 
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Organization Share of Government 

Accounting 
value 

Price of 
acquisition 

Percentage 

€000 €000 % 

Cyprus Real Estate Development Ltd 594,6 594,6 82,66 

Cyprus Pipe Industries Ltd 4,3 4,3 0,10 

Bank of Cyprus Holdings Plc 1 3 3 0,00 

Public Gas Corporation(CYGAS) 300 300 100,00 

Cyprus Stabilization Fund Investment Ltd - - 100,00 

Cyprus Standardization Organization Ltd 239,4 239,4 100,00 

ΚΕΟ Plc(Shareholding of a nominal value of €45) - - 0,00 

Cyprus Hydrocarbons Company (Ε.Υ.Κ.) Ltd 2 - - 100,00 

Cooperative Central Bank Ltd 3 1.500.000 1.500.000 77,35 

Hellenic Bank Public Company Ltd - - 0,32 

PD Berate der Offentlichen Hand GmBH 10 10 0,00 

Under resolution    

Cyprus Popular Bank Public Co Ltd 4 - 1.796.060 81,54 

Under liquidation    

Cyprus Airways Ltd 5 100.906 100.906 93,67 

Eurocypria Airlines Ltd 6 - 57.938 100,00 

Pancyprian Bakery Company Public Company Ltd7 488 488 11,09 

Total 1.638.561,1 3.492.559,1  

1 According to the Orders that were issued on the basis of the Credit and Other Institutions Resolution Law of 2013, Law 17(Ι)2013, 

the existing shares of Bank of Cyprus (Class D shares) were converted in 2013 to new shares of a nominal value of €1 in a 

proportion of 100:1. In 2017, the 3.053 shares that the State held in Bank of Cyprus were cancelled and were replaced by 153 

shares of a nominal value of €0,10 of Bank of Cyprus Holdings Plc. 

2 The share capital of the Cyprus Hydrocarbons Company is comprised of 1 million shares of a nominal value of €1 each. Until 

31.12.2017, the State had not paid the price (€1 million).  

3 The investment in the Cooperative Central Bank (CCB) arose from the Bond that was transferred to the Republic of Cyprus as 

part of the financing that it received from the European Stability Mechanism for the purpose of the recapitalization of the 

Cooperative Credit Sector (CCS). On 28.2.2014 the act of recapitalization of the CCB was signed by the Minister of Finance, the 

Committee of the CCB and the European Stability Mechanism. According to the Recapitalization of the Cooperative Central Bank 

/ Central Body Decrees of 2013 and 2014, on 10.3.2014 the Bond was given as the price for the acquisition by the state, of shares 

of corresponding value in the CCB. A total of 1.171.875.000 were granted of a nominal value of €1,28 each. After an audit that 

was conducted in 2015 by the Single Supervisory Mechanism, the CCB was called upon to increase its forecasts for the non-

performing loans, resulting in the need for an additional capital reserve amounting to €175 million. The Ministerial Council, in its 

meeting dated 14.12.2015, decided on the recapitalization of CCB through the increase of its share capital which would be 

covered completely by the Recapitalization Fund, in exchange for the participation of the said Fund in the share structure of the 

CCB with the issuing of new shares of equal value. With a Decree of the Minister of Finance which was published in the Official 

Gazette of the Republic on 6.5.2016, the nominal value of the share was reduced to €1,1155, new shares were issued to the 

Recapitalization Fund and the percentage of participation of the Fund in the share structure of the CCB was determined, which 

amounts to 21,875%. With the same Decree, the sub-division of the existing shares into 4 shares of a nominal value of €0,28 for 

each share of a nominal value of €1,1155 was decided. The percentage of participation of the State was reduced from 99% to 

77,346%. 

4 In July 2012, within the framework of the succession of the issue of preference rights of the Cyprus Popular Bank Public Co Ltd, 

the Government acquired 84% of the issued share capital of the bank. As payment, State Nominal Securities were issued of an 

initial nominal value of €1.888.562.000 which appear in the Table of Borrowing (Table 4.1) of the Financial Report. It is noted that 

the percentage of participation of the Government was reduced to 81,5% after the issuing of the new shares from the compulsory 

conversion of the Convertible Enhanced Capital Securities on 4.2.2013. In March 2013 the bank entered into a regime of 

resolution and on the basis of the Decree for the Sale of Certain Operations of the Cyprus Popular Bank Public Co Ltd which was 
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issued on 29.3.2013 and the Decrees that were issued later, the insured deposits and the majority of the assets of the bank were 

transferred to the Bank of Cyprus Public Company Ltd. The obligations that remained in the Cyprus Popular Bank Public Co Ltd 

exceed the assets, therefore it is unexpected that any part of the investment of the state in the share capital of the bank will be 

recovered. Therefore, in 2013, the whole of the accounting value of the investment was written off. 

5 As a consequence of the negative decision of the European Commission (General Directorate of Competition) regarding the 

application of the Republic of Cyprus for the approval of the Cyprus Airways Restructuring Plan, the Board of Directors of the 

Cyprus Airways decided on 9.1.2015 to set into operation a procedure for the voluntary liquidation of the company. 

6 The Eurocypria Airlines Ltd company is under liquidation as from the year 2010. In 2013 the entire accounting value of the 

investment was written off, since the obligations of the company exceed its assets, hence it is not expected that any part of the 

investment will be recovered. 

7 The Pancyprian Bakeries Company Public Company Ltd is under the status of liquidation according to an order by the Nicosia 

District Court on 31.10.2016.  

 

In addition, according to the Financial Report, the following Organizations of Private Law are audited by 

the Government, without having made an investment in their share capital. 

Organization Government Position 

Cyprus Investment Promotion Agency 
100% participation of the Government in the 

capital 

 

Borrowing. 

(a) At the end of the year, the total of the local and overseas loans, according to the Financial Report, not 

including Public Notes amounting to €200 million, amounted to €18.107,9 million in comparison with 

€18.693,4 million in 2016.  

The settlement reserve for the repayment of the loans at the end of the years 2017 and 2016 was 

€15,9 million and €26,5 million, respectively. 

(b) Other obligations.  

 Non-transferrable notes. The Government has deposited in the Central Bank, non-transferrable 

notes without interest, which will be paid to international organizations. On 31.12.2017 the value 

of these bills of exchange amounted to €122,5 million, as follows: 

Non-transferrable notes 
2017 2016 

€000 €000 

International Monetary Fund 120.919,7 122.311,6 

International Bank of Reconstruction and Development 907,3 907,3 

International Development Association 578,8 578,8 

International Insurance Organization of Investments 93,9 132,6 

Total 122.499,7 123.930,3 

 Loans with government guarantee. The guarantees that were given for loans and credit facilities 

amounted on 31.12.2017 to €2.006,9 million (€2.027,6 on 31.12.2016). From the above balances of 

guaranteed loans in 31.12.2017, an amount of €114,8 million (€125,1 million on 31.12.2016) 

concerns loans on the name of Local Self-government Authorities and Public Organizations – 
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Sewage Boards and whereas they bear a government guarantee, they are paid directly by the 

Government, within the framework of co-financing infrastructure projects. 

(c) Arrears of revenue. According to the Financial Report, the amount of the accrued income on 

31.12.2017 amounted to €2.521 million (€2.303 million on 31.12.2016), from which €1.857 million (€1.823 

million on 31.12.2016) concerns the accrued income of the Tax Department. In addition, in the accrued 

income includes amounts totaling €857,1 million (804,8 million on 31.12.2016), the collection of which is 

insecure.  

From the audit of the i Arrears of revenue it was found that these amounted on 31.12.2017 to €2.508 

million instead of €2.521 million that were presented in the Financial Report. The difference amounting 

to €12,7 million is due to various reasons, most important of which are the difference of previous years, 

the settlement by the State of amounts due to the Water Development Department by the Community 

Councils, amounting to €18.775.907, which was entered in the invoicing system of the Department in May 

2018 with the date of 31.12.2017, the non-inclusion of all the amounts due in the statements of  Arrears 

of Revenue which were submitted to the Treasury, such as, for example, the amounts due from 

administrative fines, amounting to €5.915.155, arithmetic errors, and others. 

Also, it was found that the Department of the Registrar of Companies and Official Receiver did not submit 

a statement for Arrears of revenue for 2017, while for 2016 it submitted a zero amount. According to data 

from the Department, on 31.12.2017 there were pending amounts due from companies, for the annual 

levy that concern the years 2012–2017, amounting to €189,1 million. As was mentioned to us, this amount 

also includes the amounts due by companies, which have submitted an application for deletion, however 

the procedure was interrupted after objections, mainly, by the Tax Department. 

(d) Outstanding liabilities. According to the Financial Report, the amount of the outstanding liabilities 

on 31.12.2017 amounted to €7,03 million (€5,51 million on 31.12.2016), of which €3,34 million (€3,52 

million on 31.12.2016) concern accruals of the Ministry of Health. 

From the audit, it was found that until 31.3.2018 when the Financial Report was issued, the Tables of 

Outstanding Liabilities from all the Departments had not been submitted to the Treasury, with the result 

that not all the outstanding liabilities were included in the Financial Report. 

Also, in note 2 of Table 3.2 of the Financial Report, it is mentioned that in outstanding liabilities, amounts 

due according to Legislation are not included and that amounts due according to Legislation are liabilities 

for VAT refunds and compensation liabilities for expropriation of land, which on 31.12.2017 amounted to 

€182 million and €271 million, respectively. In the Table of Outstanding Liabilities of the Tax Department, 

amounts of direct taxes due for the amount of €156 million are also included, for which there is no 

reference in the Financial Report. As we were informed by the Treasury, the reason for which reference 

was not made is the uncertainty as to the correctness of the amount. It is noted that, as explained in the 

Table of Outstanding Liabilities of the Tax Department, in the amounts of direct taxes due, amounts that 

concern individuals and certain legal entities for which the Return was not processed, are not included.  
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CHAPTER Ε – AUDIT OF THE FINANCIAL STATEMENTS OF THE REPUBLIC OF 

CYPRUS 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS OF THE REPUBLIC OF CYPRUS FOR THE YEAR 
ENDED 31 DECEMBER 2017 

Introduction 

According to the Fiscal Responsibility and Fiscal Framework Law of 2014 (Law 20(Ι)/2014), the Auditor 
General prepared the financial statements of the Republic of Cyprus for 2017. The financial statements 
were prepared, according to the International Public Sector Accounting Standard «Financial Reporting 
under the cash basis of accounting ». On this basis, the income and expenses of the financial entities are 
recognized on the date of their collection or payment. According to paragraph (5) of article 79 of Law 
20(Ι)/2014, the financial accounts were submitted to the Auditor General for audit. The audit was 
conducted on the basis of a redesigned methodology of audit, according to the International Standards 
on Auditing Standards and the International Standards of Supreme Audit Institutions, which our Office 
has adopted. 

On the basis of the provisions of the standards under reference, for the purposes of determining the 
broadness and extent of an audit with the aim to form an audit opinion on the financial statements, an 
important factor is the evaluation of the systems of internal control with respect to the preparation of the 
financial statements. Due to the absence of written procedures of internal control with respect to the 
preparation of the financial statements of the Republic, it was not possible to have an audit assurance 
from these procedures and the audit was based on extensive substantive procedures (procedures to verify 
the correctness of financial transactions and accounting balances).  

Opinion on financial statements 

We have audited the financial statements of the Republic of Cyprus («the Republic»), which are comprised 
of the Receipts and Payments Statement and the Implementation Statement of the State Budget for the 
year ended on 31.12.2017, as well as the summary of significant accounting policies and notes to the 
financial statements. 

In our opinion, the financial statements under reference give a true and fair view of the receipts and 
payments and the implementation of the Budget of the Republic of Cyprus in the year that ended on 31 
December 2017, according to the International Public Sector Accounting Standard «Financial Reporting 
under the Cash Basis of Accounting and the requirements of the Fiscal Responsibility and Fiscal Framework 
Law.  

Basis of opinion on financial statements 

Our audit was conducted according to the International Standards on Auditing (ISAS) and the International 
Standards of Supreme Audit Institutions. Our responsibilities under, these standards, are further 
described, in the paragraph «Responsibilities of the Auditor General for the Audit of the Financial 
Statements» of our Report. The Audit Office is an independent institution, according to the Constitution 
of the Republic of Cyprus and with the Code of Ethics for the auditors in the Public Sector («Code») which 
is issued by the International Organization of Supreme Audit Institutions and the ethical requirements 
which are relevant to the audit of financial statements in Cyprus, and we have complied with the other 
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ethical responsibilities, which arise from these requirements and the Code. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  

Opinion on the regularity of receipts and payments 

Apart from the issues that are mentioned in the paragraph below «Main findings of compliance audit of 
receipts and payments», on the basis of the audit procedures we performed  and the evidence we 
obtained, nothing has come to our attention, which could lead us to the conclusion that the receipts and  
payments that are recorded in the financial statements have not been conducted for the purpose for 
which the relevant budgets were approved by the House of Representatives or that the financial 
transactions that are recorded in the financial statements do not comply with the legislative and 
procedural framework that governs them. Bearing the above in mind, an opinion of limited assurance can 
be given about the regularity of the receipts and payments for the year ended on 31 December 2017.  

Regarding the receipts of taxes, as well as the returns of taxes/payments, both concerning direct taxation 
and indirect taxation-VAT, our Office concentrated on the audit of the foreseen procedure/practice/policy 
from the receipt/payment of the taxes until their recording in the computerized accounting system of 
FIMAS, on the basis of supporting data/relevant authorizations and not on the verification of the amounts 
collected/paid, as a result of the imposition of taxation by the Tax Department and/or the tax declarations 
according to the relevant legislation. 

Main findings of compliance audit of receipts and payments 

(i) Non-compliance with provisions of the Ministerial Decision no. 66.599, dated 19.12.2007, for the 
establishment of a structure for the Project Management of the Concession of Larnaka and Pafos 
Airports. An appropriate infrastructure to support the Project was not implemented by the Treasury, for 
the financial issues and the accounts of the Concession Agreement for the Development and Management 
of Larnaka and Pafos Airports (Agreement), as foreseen by the decision under reference. Serious 
weaknesses are observed in the financial audit of the Agreement by the Project Management Team and 
the Treasury and mainly, audit reports are not prepared as from the year 2010, to verify the correctness 
and completeness of the amount which is remitted to the Republic as Rights of Management of Airports, 
which amounted to €49,7 million for the year 2017. In addition, it was not possible to obtain all the original 
supplementary/amendments or relevant agreements of the initial Agreement, which was set into force 
on 12.5.2006, that would bear the signatures of the contracting parties as appropriate, which is reliable 
evidence to conduct an audit. 

(ii) Doubting the correctness of amounts which are paid to Sewage Boards. The Republic, through the 
Water Development Department, pays a government contribution to the Sewerage Boards, for the 
execution of construction works. Bearing in mind the reservations that our Office expressed in the past, 
regarding the correctness of the amounts that are demanded by the Boards and the legality of the 
payments, as well as the fact that the issue continues to be unresolved, the correctness of these payments 
cannot be verified. In 2017, the total of the payments to the Sewerage Boards of Pafos, Nicosia, Limassol-
Amathountas, Larnaka and Ayia Napa amounted to €9,5 million. It is pointed out, that the payment to the 
Sewerage Board of Pafos concerns contracts related to the corruption scandal for which there were 
convictions. 

(iii) Implementation of contract ΥΠΕΣ 2/2013. Regarding Contract no. ΥΠΕΣ 2/2013 for the  Design, 
Build and Operation  of the Project «Integrated Management Facility for Solid Household Waste  Unit 
(ΟΕΔΑ) and Waste  Transport Station (ΣΜΑ) of the Limassol district», our Office has repeatedly stressed, 
that the handling of  the following urgent issues is still pending: (a) the payment of amounts which became 
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payable, (b) the compliance check of the final product with the operation obligations, (c) the 
determination of the RDF end- recipient , (d) the determination of the method of selling/ management of 
the produced sludge, as well as (e) the licensing of the Facility, and all the above issues have to be solved 
immediately by the Department of Water Development. 

(iv) Insufficient checks for the payment of benefits by the Welfare Payments Administration Service 
of the Ministry of Labour, Welfare and Social Insurance. The checks that are carried down by the official 
Sectors of the Welfare Payments Administration Service, to confirm that the applicants for the provision 
of the Minimum Guaranteed Income, child benefit and single-parent family benefit and benefit/grant for 
pensioners with low income fulfill the set criteria, are insufficient, with the possibility that benefits are 
granted to non-beneficiaries or benefits of higher amounts are granted to them, on the basis, , of the 
provisions of the  Minimum Guaranteed Income and Social Benefits Law of 2014 respectively, of the Child 
Care Benefit Act of 2002, as they have been amended until today, as well as the Scheme to Enhance Low 
Incomes Pensioners based on relevant Decisions of the Council of Ministers. Indicatively, the insufficient 
checks concern (a) the absence of taking the required information for the implementation of the 
legislation by all the Licensed Credit Institutions (LCI) and/or no further investigation of information which 
is received by the LCI for the non-existence of bank accounts by certain applicants, even though there was 
information through the application or the attached data which indicated the opposite (problem of non-
verification of data – mainly of alien citizens) (b) the non-existence of a mechanism to check the increase 
of the incomes of the low-income beneficiaries due to a change in the overseas pension, while a case was 
found where the beneficiary declared an increase in the pension in question, but it was not taken into 
account during the calculation of the benefit and (c) not exercising in time, the “social intervention” 
foreseen by the Law, when the competent Sector had the information about the non-registration of the 
applicant/beneficiary in the Register of the Public Employment Service, as it was obliged to do, for the 
approval and/or continuation of payment of the Minimum Guaranteed Income.  

(v) Delay in the compensations payments for expropriations. Major delays are observed in the 
compensations payments for expropriations of land. It is pointed out, that according to article 23 of the 
Constitution and article 12 of the compulsory Expropriation Law, the compensations are paid cash and in 
advance. 

(vi) Payment of the state grant to Organizations with high reserves and bank deposits. The Ministry 
of Education and Culture paid a state grant to the Youth Board of Cyprus and the Cyprus Olympic 
Committee, without following the set procedural framework for granting benefits. In particular, the 
organizations received the state benefit, while maintaining high reserves and bank deposits, without, 
however, the said Ministry taking the proper actions for its corresponding reduction or cut.  

(vii) Double-payment of invoices for treatment of patients overseas. From the audit of the payments 
that concern the sending of patients for treatment in Germany, an overpayment of the amount of 
€423.943 was found. The overpayment arose from the double-payment of invoices in certain cases, as 
well as the payment of an amount that concerned a credit note, as a result of weaknesses of the internal 
audit.  

(viii) Possible overpayments for contracts. From the audit of the payments that concern the Contracts 
for Granting Public Passenger Transports, possible overpayments were found, which are estimated to 
around €14 million until 31.12.2017, taking into account the decision of the Committee for Resolving 
Disputes for the issue of complete safeguarding of the rights of the Republic.  

(ix) The case of misappropriation of funds. From the audit of the collection of inspection fees and the 
checking of imported foodstuffs at the port of Limassol, a deficit of the amount of €11.935 was found in 
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the cash book. From the investigation that followed, it arose that this was due to the misappropriation of 
funds, which was done systematically for a long period of time by the official responsible for collecting 
income, while the systems of internal audit did not operate correctly for the prevention and/or the 
disclosure of the illegality. Despite the small size of the amount of misappropriation, the incident is 
mentioned due to the nature of the irregularity. 

(x) Payment outside the framework of the Budget. An amount of €3,8 million that concerned the 
article of expenses of the Ministry of Agriculture, Rural Development and Environment «Measures to 
Support Agricultural-livestock Breeding Products» was initially paid from a deposit account, since at the 
specific time, there were no available credits in the relevant article of the Budget. The available balance 
in the deposit account arose from unspent credits that were saved in 2016 in the Agricultural Insurance 
Agency and later, in 2017, they were returned to the Ministry. The appropriate article of expenses was 
debited later with the approval of a supplementary Budget for the year 2017 and, hence, the initial 
payment contradicts the provisions of the Budget Law. 

Further from the above, findings relevant to the regularity of the receipts and payments of the Republic 
in 2017 also arose during the financial audits, performance audits and compliance audits that were 
committed in institutions of the central public sector in the years 2017-2018. These findings are analyzed 
in the following Special Reports that our Office issued: 

 Audit of the Department of Lands and Surveys (ΤΚΧ/01/2018) 

 Audit of the House of Representatives (ΒΑ/01/2018) 

 Audit of the Office of the Commissioner of Legislation and the Office of the Commissioner for the 
Protection of Children’s Rights (for the period 1.9.2016-31.8.2017) (ΓΕΝ/ΕΠΔΠ/01/2017) 

 Performance audit of the detachment of civil servants (ΥΠΕΞ/01/2017) 

 Audit of the Ministry of Health (ΥΥ/01/2018) 

 Audit of the General Hospital of Nicosia (ΓΝΛ/01/2018) 

 Audit of the Tax Department (ΤΦ/01/2018) 

 Management of packaging waste in Cyprus (ΠΕ/01/2018) 

 Town-planning application no. ΛΑΡ/288/2014 for the creation of a theme park for crocodiles in the 
area of Tokhni and Psematismenos (ΠΕ/02/2018) 

 Management of protected marine areas in Cyprus (ΠΕ/03/2018) 

 Change of Town-planning Zones in Pegeia (ΠΕ/04/2018) 

 Performance audit of Fine Warrants (ΕΝΤ/01/2017) 

Other information 

The Auditor General is responsible for the other information, which appears in the unit «Additional 
Information» of the financial accounts. 

Our opinion on the financial accounts does not cover the other information and we do not give any 
conclusion of assurance on them.  

Regarding the audit of the financial accounts, our responsibility is to read the other information, so as to 
assess whether these are not substantially consistent with the financial accounts or with the opinion that 
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we have formed during the audit, or appear to be substantially incorrect. If, based on the procedures we 
have carried out, we conclude that there is substantial error in this other information, we are obliged to 
mention this fact. We have nothing to mention about this. 

Responsibilities of the Auditor General for the Financial Accounts  

The Auditor General is responsible for the preparation of the financial accounts, which give a true and fair 
picture according to the International Auditing Standard for the Public Sector «Financial Reporting on the 
basis of accounting for real receipts and payments» and the requirements of the Fiscal Responsibility and 
Fiscal Framework Law and for those safety valves of internal audit that the Auditor General defines as 
essential, so that the preparation of financial accounts which are exempt from substantial errors due 
either to fraud or a mistake, becomes possible. 

The Auditor General is responsible for the supervision of the procedure of financial reporting of the 
Republic.  

Responsibilities of the Auditor General for the Auditing of the Financial Accounts 

Our aims are to obtain a reasonable safeguarding as to whether the financial accounts, in their entirety, 
are exempt from substantial error, due to either fraud or to a mistake and the issuing of an auditor’s 
report, which should contain our opinion. Reasonable safeguarding constitutes a high level of 
safeguarding, but not a guarantee, that the audit, as it was conducted on the basis of the IAS, will always 
identify a substantial error, when it exists. Errors may arise either from fraud, or from a mistake and are 
considered substantial if, either as a single case or as repeated cases, it would be reasonably expected, 
that they will affect the financial decisions of the users, which were taken on the basis of these financial 
accounts. 

As a part of the audit, according to the IAS, we exercise professional judgement and we maintain 
professional skepticism all through the audit. Also: 

 We recognize and assess the dangers of substantial errors in the financial accounts, which are due 
either to fraud or a mistake, we plan and apply auditing procedures, which correspond to these 
dangers and we take auditing evidence, which is adequate and appropriate to become the basis 
of our opinion. The danger of not locating a substantial error which is due to fraud is bigger than 
that which is due to a mistake, because fraud may include collusion, forgery, intentional 
omissions, false statements or by-passing of the safety valves of internal audit. 

 We understand the safety valves of internal audit which are relevant to the audit, so as to plan 
auditing procedures which are appropriate under the circumstances, but not with the intention 
of expressing an opinion on the effectiveness of the safety valves of internal audit of the Republic.  

 We evaluate the appropriateness of the accounting practices that were used and the reasoning 
of the accounting estimates and the relevant notifications that were made by the Treasury. 

 We evaluate the entire presentation, structure and content of the financial accounts, including 
the notifications and whether the financial accounts reflect the transactions and facts, in a way 
that a true and fair picture is achieved. 
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Amongst other matters, we notify the Auditor General about matters relating to the foreseen field and 
time frame of the audit and important findings of the audit, including possible important omissions in the 
safety valves of the internal audit, which we identified during our audit. 

Additional information relevant to the audit of the financial accounts of the Republic are included in the 
report «Additional findings of the audit of the Financial Accounts of the Republic of Cyprus for the year 
ended on 31 December 2017», which accompanies the present Report.   
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ADDITIONAL FINDINGS OF THE AUDIT OF THE FINANCIAL STATEMENTS OF THE REPUBLIC OF CYPRUS 
FOR THE YEAR ENDED ON 31 DECEMBER 2017 

Further to the issues mentioned in the paragraph «Main findings of the audit of regularity of receipts and 
payments» in our Report on the financial statements of the Republic of Cyprus for 2017, from our audit, 
the following issues also arose: 

1. Absence of written procedures of internal controls which are related to the keeping of the 
accounts and the preparation of the financial accounts 

According to the International standards on Auditing and the International Standards of Supreme Audit 
Institutions which have been adopted by our Office, for the purposes of planning the scope and extent of 
the financial audits that we conduct, an important factor is the knowledge and assessment of the systems 
of internal controls which operate in the audited entities. For this purpose, we requested from the 
Treasury that it submits to our Office a description of all the existing systems of internal controls 
(procedures, practices or policies) that affect the preparation of the financial statements under reference. 
The Treasury referred us to a list of the applying Laws and manuals, as well as to a general reference to 
circulars and internal controls, without a detailed description about them, with the result that it did not 
become possible by our Office, to evaluate the operation of these systems and to assess the risk of 
material instatement of the financial statements. As a result, the audit was based on extensive substantive 
procedures, that is, auditing procedures conducted for the identification of possible material 
misstatements.  

2. Absence of a mechanism for the reconciliation of computer systems 

During the conducting of the audit, we identified the absence of a mechanism for the regular 
reconciliation of the central accounting system with individual computer systems and other sources of 
information, from the accounts departments of the audited entities and, consequently, the Treasury. In 
addition, in the majority of accounting entries which were audited, the audited entities were not in a 
position to correspond the individual entries of the regional computer systems with specific aggregated 
entries in the central accounting system. As a result, the completeness and accuracy of the affected 
receipts and payments cannot be verified. 

3. Weaknesses in the systems of archiving and internal controls. 

(i) Due to serious weaknesses in the system of archiving and the system of internal controls to assurance 
the completeness of the receipts of imposed fines by the Judicial Service, the accuracy and 
completeness of this amount cannot be verified. In 2017, the Judicial Service presented receipts from 
imposed fines of a total amount of €6,9 million. The same applies for the receipts of the Civil Registry 
and Migration Department, which amount to €24,3 million for 2017. 

(ii) Due to weaknesses of the system of internal controls regarding the receipts at the Hospitals (no 
conducting of reconciliation of the receipts which are embodied in the income of the state, 
cancellation of receipts not reviewed, non- interlink of the Hospitalization Card System with the 
computer systems of registration of patients of the Hospitals and others), the completeness and the 
accuracy of the receipts of the Hospitals cannot be verified. The total receipts that are presented in 
the financial statements for the Hospitals amount to €21 million. 

(iii) The payment of the commission to a private company, for services of receipts through the internet, 
is not verified audit from the Treasury, according to the determined procedures. The same applies 
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also to the receipts by the Nicosia Race Club, for the taxation on horserace bets. As a result, the 
accuracy of these amounts of €1,5 million and €2 million, respectively, cannot be verified.  

(iv) A delay is observed in the return of VAT after the application by the persons who are subjected to 
the tax, with the result that interest is being paid by the Republic, according to article 20 of the Value 
Added Tax Law. 

4. Payments for purposes outside the approved framework of the Budget. During the audit of 
payments of the Ministry of Agriculture, Rural Development and Environment, a number of payments 
were found that were debited to a Budget heading, of which the name and purpose as described in the 
explanatory memorandum of the Budget of 2017 were not consistent with the type of the expense. In 
particular, the article of the Budget «Other Development of Projects and Programmes» was debited with 
the granting of financial aid to Community Councils, for the organization of an annual Festival. Covering 
this expenditure by the specific article contradicts the provisions of the Budget and, in addition, leads to 
misstatement in the financial statements, since the specific payments are presented as developmental 
expenses, instead of being presented as grants/social benefits.  

5. Accounting adjustments that arose from the audit. During the audit, various issues were 
identified and set before the Treasury, mainly related to the accounting treatment of receipts and 
payments, for which the required corrective actions are expected to be taken, before the publishing of 
the financial statements. 
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CHAPTER F - APPENDICES 
APPENDIX Ι 

RESULTS OF BUDGET 2017 

CAPITAL 
Initial Budget Final Budget Actual Expenses Unspent Amounts 

€ € € € % 

Presidency and Presidential Palace 5.800.450 6.996.800 6.766.297 230.503 3,29 

Council of Ministers 1.696.805 1.696.805 1.626.909 69.896 4,12 

House of Representatives 25.818.356 26.237.817 23.252.074 2.985.743 11,38 

Judicial Service 33.053.367 34.188.437 28.996.072 5.192.365 15,19 

Law Office 18.184.425 35.463.276 31.872.442 3.590.834 10,13 

Audit Office 5.736.336 5.760.151 5.163.891 596.260 10,35 

Public Service Commission 901.711 929.741 865.536 64.205 6,91 

Educational  Service Committee 637.727 664.022 643.161 20.861 3,14 

Ombudsman’s Office 1.896.141 1.896.141 1.756.667 139.474 7,36 

Competition Protection  
Commission 

1.641.433 1.778.227 1.543.900 234.327 13,18 

Office for the Commissioner  of 
Personal Character  Data 
Protection 

270.676 270.719 241.875 28.844 10,65 

 Office of the Commissioner for 
State Aid Control 

167.098 173.098 125.663 47.435 27,40 

Internal Audit Service 1.958.605 1.981.821 1.849.588 132.233 6,67 

Tender  Review  Body 454.784 454.784 439.243 15.541 3,42 

Co-operative Societies  Service 1.973.334 1.983.367 1.890.501 92.866 4,68 

Refugees’ Review  Body 347.753 378.713 350.986 27.727 7,32 

Special Independent Services 4.850.000 4.850.000 3.811.203 1.038.797 21,42 

Ministry of Defence – 
Administration 

7.585.973 7.587.373 5.599.367 1.988.006 26,20 

Cyprus Army 134.388.915 134.388.915 131.823.830 2.565.085 1,91 

National Guard 145.037.008 145.037.008 139.553.270 5.483.738 3,78 

Defence Expenditure 64.795.704 74.795.704 68.798.588 5.997.116 8,02 

Ministry of Agriculture, Rural 
Development and Environment - 
Administration 

10.158.919 20.856.084 12.161.138 8.694.946 41,69 

Department of Agriculture 21.264.204 21.283.204 19.018.740 2.264.464 10,46 
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CAPITAL 
Initial Budget Final Budget Actual Expenses Unspent Amounts 

€ € € € % 

Veterinary Services 13.689.851 14.366.690 12.395.002 1.971.689 13,72 

Forestry Department  33.915.967 36.458.846 33.271.950 3.186.896 8,74 

Water Development Department  136.648.850 169.296.207 136.827.953 32.468.254 19,18 

Department of Geological Survey 4.232.281 4.239.881 3.490.668 749.213 17,67 

Department of Meteorology 4.043.254 4.151.659 3.448.561 703.098 16,94 

Mines 659.013 659.013 626.876 32.137 4,88 

Agricultural Research Institute 5.678.201 5.810.634 5.261.226 549.408 9,46 

Department of Fisheries and 
Marine Research 

4.816.084 8.321.161 6.398.575 1.922.586 23,10 

Department of Environment 3.558.599 5.848.480 4.238.825 1.609.655 27,52 

Ministry of Justice and Public 
Order- Administration 

3.872.455 3.902.455 2.786.467 1.115.988 28,60 

Prisons 18.431.140 18.731.140 16.130.656 2.600.484 13,88 

Police 224.350.028 228.443.728 209.049.809 19.393.919 8,49 

Fire Service 36.071.876 36.073.226 29.638.692 6.434.534 17,84 

Ministry of Energy, Commerce, 
Industry and Tourism - 
Administration 

29.830.528 53.851.078 42.079.918 11.771.160 21,86 

Commerce and Industry Services 1.834.952 1.876.352 1.565.481 310.871 16,57 

Department of Registrar of 
Companies and Official Receiver 

6.046.916 13.833.377 12.964.487 868.890 6,28 

Ministry of Labour, Welfare and 
Social Insurance-Administration 

432.770.804 447.013.458 440.453.075 6.560.383 1,47 

Labour Department 5.319.311 10.309.101 8.074.768 2.234.333 21,67 

Social Insurance Services 391.635.365 453.058.700 448.625.374 4.433.326 0,98 

Social Welfare Services 41.566.753 44.281.668 39.979.571 4.302.097 9,72 

Productivity Centre 2.570.276 2.656.334 2.158.280 498.054 18,75 

Department of Social Inclusion 31.294.788 35.625.393 35.047.974 577.419 1,62 

Cyprus Higher Hotel Institute  1.731.957 1.761.117 1.490.919 270.198 15,34 

Department of Labour Relations 1.564.936 1.564.936 1.525.069 39.867 2,55 

Department of Labour Inspection 5.403.572 5.689.738 5.073.077 616.661 10,84 
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CAPITAL 
Initial Budget Final Budget Actual Expenses Unspent Amounts 

€ € € € % 

Ministry of Interior-Administration 176.554.675 223.245.830 206.417.588 16.828.242 7,54 

Nicosia District Administration 32.731.064 32.796.354 22.487.917 10.308.437 31,43 

Famagusta District Administration 6.215.538 6.566.830 6.174.780 392.050 5,97 

Larnaca District Administration 22.707.669 21.299.396 16.672.563 4.626.833 21,72 

Limassol District Administration 28.185.677 28.774.993 22.421.817 6.353.176 22,08 

Pafos District Administration 19.887.606 20.931.405 19.142.540 1.788.865 8,55 

Kyrenia District Administration 56.431 56.431 53.244 3.187 5,65 

Department of Town Planning and 
Housing 

73.838.011 55.589.321 35.124.242 20.465.079 36,81 

Civil Registry and Migration 
Department 

3.499.930 3.508.310 2.235.606 1.272.704 36,28 

Department of Lands and Surveys 115.230.294 121.168.549 107.554.097 13.614.452 11,24 

Press and Information Office 6.229.682 6.512.786 5.611.548 901.238 13,84 

Service for the Care and 
Rehabilitation of Displayed Persons 

8.235.947 8.240.947 7.337.038 903.909 10,97 

Civil Defence 4.034.453 4.412.684 4.084.892 327.792 7,43 

Asylum Service 971.114 1.409.302 1.360.884 48.418 3,44 

Land Consolidation Service 3.482.138 3.482.138 3.015.344 466.794 13,41 

Ministry of Foreign Affairs-
Administration 

32.601.174 32.700.174 27.819.614 4.880.560 14,93 

Foreign Services 46.418.948 46.437.948 40.847.627 5.590.321 12,04 

Ministry of Finance-Administration 431.595.714 524.497.695 375.021.683 149.476.012 28,50 

Customs and Excise 24.141.655 24.804.031 21.730.691 3.073.340 12,39 

Department of  Taxation 301.272.624 371.468.424 368.552.365 2.916.059 0,79 

Statistical  Service 9.051.040 9.084.040 8.319.461 764.579 8,42 

Department of Public 
Administration and Personnel 

107.133.067 108.462.585 99.336.134 9.126.451 8,41 

Printing Office 4.096.973 4.351.973 3.835.428 516.545 11,87 

Department of Information 
Technology Services 

26.405.807 26.416.506 15.904.708 10.511.798 39,79 

Public Debt  Management 913.626.155 2.550.387.288 2.387.594.138 162.793.150 6,38 
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CAPITAL 
Initial Budget Final Budget Actual Expenses Unspent Amounts 

€ € € € % 

Pensions and Gratuities 642.440.000 642.440.000 586.253.420 56.186.580 8,75 

 Contingencies and Reserve  81.600.020 13.971.426 0 13.971.426 100,00 

Directorate General  for European 
Programmes, Co-ordination and 
Development 

226.767.962 104.888.423 45.827.240 59.061.183 56,31 

Treasury 33.485.239 35.023.586 27.899.914 7.123.672 20,34 

Ministry of Education and Culture – 
Administration 

104.832.845 113.217.840 105.750.083 7.467.757 6,60 

Higher and Tertiary Education 180.342.856 234.542.915 217.408.561 17.134.354 7,31 

Secondary Education 322.549.518 322.681.453 321.117.891 1.563.562 0,48 

Secondary Technical and 
Vocational Education 

31.910.490 32.053.525 31.160.843 892.682 2,78 

Primary Education 329.661.575 328.178.463 323.923.853 4.254.610 1,30 

Paedagogical Institute 7.240.672 6.421.294 5.366.216 1.055.078 16,43 

 Cyprus Research Centre 457.459 457.459 345.987 111.472 24,37 

Cultural Services 17.522.596 18.564.596 15.977.904 2.586.692 13,93 

Ministry of Transport, 
Communications and Works-
Administration 

68.983.858 75.124.763 69.535.897 5.588.866 7,44 

Public Works Department 87.680.678 107.318.573 90.130.712 17.187.861 16,02 

Department of Electronic 
Communications 

3.266.780 3.126.980 2.894.576 232.404 7,43 

f Antiquities Department 13.725.785 14.007.460 12.585.808 1.421.652 10,15 

Civil Aviation Department 32.659.771 32.563.771 26.917.362 5.646.409 17,34 

 Merchant Shipping Department 8.066.230 7.852.730 6.407.203 1.445.527 18,41 

Postal Services Department 24.730.750 24.799.132 23.394.162 1.404.970 5,67 

Road Transport Department 8.282.910 8.044.470 6.821.201 1.223.269 15,21 

Electrical and Mechanical Services 
Department 

22.223.615 23.730.638 20.766.150 2.964.488 12,49 

Ministry of Health-Administration 276.524.827 297.289.991 283.234.566 14.055.425 4,73 

Medical and Public Health Services 250.095.566 245.823.005 221.707.026 24.115.979 9,81 

Mental Health Services 10.306.496 11.354.957 10.054.460 1.300.497 11,45 
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CAPITAL 
Initial Budget Final Budget Actual Expenses Unspent Amounts 

€ € € € % 

Dental Services 4.489.454 4.489.454 4.257.535 231.919 5,17 

Pharmaceutical Services 10.836.275 10.836.275 9.913.956 922.319 8,51 

State General Laboratory 7.980.440 8.164.065 7.607.853 556.212 6,81 

TOTAL 7.137.025.534 9.101.049.763 8.276.670.522 824.379.242 9,06 
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APPENDIX ΙΙ 

TABLE OF ORGANIZATIONAL POSTS OF BUDGET 1 

 Approved 
positions for 

2017 

Filled positions on 
31.12.2017 

Vacant 
Positions 

Presidency and Presidential Palace 1 1 - 

Council of Ministers 12 12 - 

House of Representatives 2 114 91 24 

General Directorate of European Programmes, Coordination 
and Development 

64 59 5 

Supreme Court 27 26 1 

District Courts 252 222 30 

Rental Court 3 3 - 

Military Court 2 1 1 

Family Courts 10 9 1 

Labour Tribunal 3 3 - 

Administrative Court 7 7 - 

Law Office 133 91 42 

Audit Office 113 88 25 

Internal Audit Service 3 29 29 1 

Public Service Commission 1 1 - 

Office of Ombudsman 21 20 1 

 Office for the Commissioner of Personal Character Data 
Protection 

1 1 - 

 Competition Protection Commission 21 15 6 

Cooperative Companies Service 4 42 35 7 

Treasury 212 177 35 

Ministry of Defence    

Administration 100 75 25 

Cyprus Army 3.071 2.969 102 

Ministry of Agriculture, Rural Development and Environment    

Administration 46 41 5 

Institute of Agricultural Research 78 48 30 

Department of Agriculture 357 275 82 

Veterinary Services 188 136 52 

 Forestry Department 307 239 68 

                                                           

1 The posts which are mentioned in the budget as Officials of the Republic are not included  

2 1 post of Director of International Relations is supernumerary  

3 1 post of Internal Audit Officer is supernumerary (Scale Α8-Α10-Α11).  

4 1 Chief Co-Operative Societies Officer has been appointed from 16.7.2014 as Deputy Commissioner of Cooperative Societies’ Service. 
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 Approved 
positions for 

2017 

Filled positions on 
31.12.2017 

Vacant 
Positions 

 Water Development 5 Department 265 171 91 

Department of Geological Survey  48 31 17 

Department of Meteorology 69 55 14 

   Department of Land Restoration 66 56 10 

Department Fisheries and Marine Research 66 53 13 

Department of Mines  11 9 2 

Department of Environment 38 30 8 

Ministry of Justice and Public Order    

Administration 19 16 3 

Prisons 365 316 49 

Police 4.530 4.119 411 

   Fire Service 736 666 70 

Ministry of Energy, Commerce, Industry and Tourism    

Commerce and Industry Services 161 112 49 

Department of Registrar of Companies and Official Receiver6 67 58 10 

Ministry of Labour, Welfare and Social Insurance    

Administration7 9 6 2 

Department of Labour Relations 34 29 5 

Department of Labour  95 79 16 

Social Insurance Services 299 262 37 

Social Welfare Services 338 267 71 

Productivity Centre 32 24 8 

Department of Labour Inspection 79 65 14 

Cyprus Higher Hotel Institute   8 15 11 3 

Department of Social Inclusion of Disabled Persons 9 24 17 6 

Ministry of Interior    

Administration 83 73 10 

Department of Town Planning and Housing 224 146 78 

Civil Registry and Migration Department 1 - 1 

Department of Lands and Surveys 730 557 173 

Press and Information Office 10 81 62 18 

                                                           

 3 posts were abolished when vacated 

6 1 post was abolished when vacated  

7 1 post was abolished when vacated 

8 1 post was abolished when vacated. 

9 1 post was abolished when vacated. 

10 1 post was when they were vacated 
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 Approved 
positions for 

2017 

Filled positions on 
31.12.2017 

Vacant 
Positions 

Civil Defence 37 31 6 

Ministry of Foreign Affairs    

Administration 25 19 6 

Overseas Services 11 206 174 32 

Ministry of Finance    

Administration 12 165 131 34 

Customs Department 385 288 97 

Tax Department 13 612 500 91 

Statistics Department 114 85 29 

Department of Public Administration and Personnel 48 42 6 

Cyprus Academy of Public Administration 13 11 2 

Government Printing Office 62 47 15 

Department of Information Technology Services 14 164 136 29 

Ministry of Education and Culture    

Administration 448 328 120 

Education 11.863 11.712 151 

Ministry of Transport, Communications and Works    

Administration 9 5 4 

Public Works Department 15 282 193 83 

Department of Antiquities 66 45 21 

Civil Aviation Department 314 241 73 

Department of Commercial Shipping 74 60 14 

Department of Audit 311 277 34 

Department of Postal Services 109 85 24 

Road Transport Department 82 65 17 

Department of Electromechanical Services 13 10 3 

Department of Electronic Communications 9 5 4 

Ministry of Health    

Administration 3.122 2.476 646 

Medical Services and Public Health Services  1.078 661 417 

Mental Health Services 95 51 44 

   Dental Services  73 45 28 

                                                           

11 There are 2 additional posts with the status of Ambassador with contract. 

12 1 post of Commissioner Assistant of Insurance Companies Control supernumerary (Scale Α13(ii)). 

13 21 posts were abolished when they were vacated. 

14 1 post of Information Technology Officer A is supernumerary (Scale Α11(ii)). 

15 6 posts of Assistant Chief Foreman were abolished when they were vacated. 
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 Approved 
positions for 

2017 

Filled positions on 
31.12.2017 

Vacant 
Positions 

Pharmaceutical Services 151 98 53 

State General Laboratory 91 66 25 

Other Services:    

General Administrative Staff 362 306 56 

General Clerical Staff 2.154 1.660 494 

General Auxiliary  Staff 127 100 27 

TOTAL 36.355 31.912 4.413 
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APPENDIX ΙΙΙ 

ORGANIZATIONS OF WHICH THE AUDIT HAS BEEN ASSIGNED TO THE PRIVATE SECTOR 

Α/Α Public Law Organization 

1 RESEARCH PROMOTION FOUNDATION  

2 PROVIDENT FUND OF EMPLOYEES OF CYPRUS SECURITIES AND EXCHANGE COMMISSION 

3 FUND FOR HUNTING AND MANAGEMENT OF WILD LIFE 

4 HOUSING FINANCE CORPORATION 

5  CENTRAL AGENCY OF EQUAL DISTRIBUTION OF  BURDENS 

6 PROVIDENT FUND OF  THE REGULAR GOVERNMENT HOURLY-PAID  STAFF 

7 CYPRUS  LAND DEVELOPMENT CORPORATION 

8 NICOSIA WATER BOARD 

9 LARNACA WATER BOARD 

10 LIMASSOL WATER BOARD 

11 AGRICULTURAL INSURANCE  ORGANIZATION 

12 CYPRUS GRAIN COMMISSION 

13 CYPRUS HYDROCARBONS COMPANY (CHC) 

14 CYPRUS INVESTMENT PROMOTION AGENCY (CIPA) 

15 ENERGY FOUNDATION 

16 RENEWABLE  ENERGY AND ENERGY CONSERVATION FUND 

17  TRANSMISSION SYSTEM OPERATOR-CYPRUS 

18 CYPRUS ENERGY REGULATORY AUTHORITY 

19 CYPRUS SCIENTIFIC AND TECHNICAL CHAMBER  

20 OFFICE OF COMMISSIONER OF ELECTRONIC COMMUNICATIONS AND POSTAL REGULATION(OCECPR) 

21 CYPRUS RESEARCH AND ACADEMIC NETWORK 

22  CYPRUS UNIVERSITY OF TECHNOLOGY 

23 UNIVERSITY OF CYPRUS 

24 CYPRUS SPORTS ORGANIZATION  

25 CYPRUS THEATRE ORGANIZATION  

  

26 HUMAN RESOURCEDEVELOPMENT AUTHORITY 

27 OPEN UNIVERSITY OF CYPRUS 
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Α/Α Public Law Organization 

28 CYPRUS SYMPHONY ORCHESTRA FOUNDATION 

29 FUND OF THE COUNCIL FOR HISTORICAL MEMORY OF E.O.K.A. 1955-59 STRUGGLE 

30 CYPRUS CULTURAL CENTRE 

31 CHRISTOS STELIOS IOANNOU FOUNDATION 

32 CYPRUS FOUNDATION FOR MUSCULAR DYSTROPHY RESEARCH 

33 HEALTH INSURANCE  ORGANIZATION  

34 MEDICAL TREATMENT AND WELFARE  SCHEME OF REGULAR  GOVERNMENT HOURLY-PAID  STAFF 

35 CYPRUS RADIOTELEVISION AUTHORITY 

36 CYPRUS NEWS AGENCY 

37 CYPRUS STATE FAIR AUTHORITY 

38 NICOSIA SEWAGE BOARD 

39 LIMASSOL-AMATHOUNTASEWAGE BOARD 

40 LARNACA SEWARAGE BOARD 

41 PAFOS SEWARAGE BOARD 
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APPENDIX ΙV 

FINANCIAL STATEMENTS 

REANDA 
 
27 December 2018, 
 
To the Auditor General of the Republic of Cyprus 
Nicosia, 
 
Sir,  
 
Subject: Annual audit of the financial statements of the Audit Office of the Republic of Cyprus 
(the “AO”) for the year 2107 
 
We have audited the financial statements of the Audit Office of the Republic of Cyprus (the “AO”), 
which are presented on pages 2 to 7, which are comprised of the statement of receipts and 
payments, the statement of implementation of budget, as well as a summary of important 
accounting policies and notes to the financial statements. These financial statements are the 
responsibility of the Audit Office of the Republic of Cyprus. Our responsibility is to express our 
opinion on these financial statements based on our audit. 
 
In our opinion, the attached financial statements give a true and fair view of the statement of 
receipts and payments of the Audit Office of the Republic of Cyprus at 31 December 2017 
according to the International Public Sector Accounting Standard Financial Reporting under the 
cash basis of Accounting’’ as adopted by the European Union. 
 
(Signature of Fivos Theocharides) 
(Seal of Reanda Cyprus Limited) 
Fivos Theocharides 
Certified Public Accountant and Registered Auditor 
For and on behalf of 
Reanda Cyprus Limited 
Certified Public Accountants and Registered Auditors 
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STATEMENT OF RECEIPTS AND PAYMENTS  
31 December 2017  
 
 
 
  2017  2016 
 Note. €  € 
 
RECEIPTS   

 
 

     
Audit Fees 3  635,272    678,855  

     

Total receipts  635,272  678,855 

     
PAYMENTS     
Salaries and benefits of staff 5 (4,843,310)  (4,560,506) 
 Operating expenses 4 (316,144)  (259,242) 

  (5,159,454)  (4,819,748) 
     
Purchase of fixed assets items  (4,437)  (25,140) 

     
Total payments  (5,163,891)  (4,844,888) 

     

Net payments for the year   (4,528,619)    (4,166,033)  

 
 
 
 
On 27 December 2018 the Auditor General of the Republic of Cyprus approved these financial statements for 
publication.  
 
 
 
(Signature) 
.................................... 
Dr. Odysseas Michaelides 
Auditor General 
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STATEMENT OF BUDGET EXECUTION 
31 December 2017 

         

    Actual  Approved Budget  Initial Budget 

    €  €  € 

RECEIPTS      

Audit Fees 635,272  998,679  998,679 

Total receipts 635,272  998,679  998,679 

      

PAYMENTS      

Staff  expenses 4,683,327  5,207,558  5,207,558 

Government hourly-paid staff 156,673  161,258  161,258 

 Operating expenses 137,693  152,580  152,580 

Maintenance and repairs 82,367  89,035  63,100 

Staff training 24,653  27,160  29,280 

Consultancy services 73,317  100,010  100,010 

Transfers abroad 2,394  2,500  2,500 

Programmes financed by  foreign organizations 
and/or other sources 0  10  10 

Purchase of equipment 3,467  20,030  20,030 

Purchase of other assets  0  10  10 

Total payments 5,163,891  5,760,151  5,736,336 

 (4,528,619)  (4,761,472)  (4,737,657) 
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NOTES TO THE FINANCIAL STATEMENTS 

31 December 2017 

 

1.  Establishment and main activities  

Country of establishment 

The Audit Office of the Republic of Cyprus (‘AO’) is an independent Service of the Republic of Cyprus and does not fall 
under any Ministry. The Auditor General and the Deputy Auditor General, according to article 115 of the Constitution, 
are independent officers and are appointed by the President of the Republic.      

Main activities and nature of work of the Audit Office 

The Audit Office has the responsibility of auditing and the right of inspecting all the accounts of moneys and other 
assets that the Republic administers liabilities incurred or were undertaken on behalf of it. It also has the responsibility, 
according to the provisions of the respective laws or based on administrational arrangements, the auditing of the 
accounts of the Public Legal Entities, Authorities of Local Authorities, Special Funds and other organizations. 

2. Important accounting policies 

The main accounting policies which were adopted in the preparation of these financial statements are mentioned 
below. These policies are applied with consistency for all the years that they are presented in these financial 
statements, unless stated otherwise. 

Basis of preparation 

The financial statements are prepared on the basis of the International Public Sector Accounting Standard "Financial 
Reporting under the Cash Basis of Accounting ". On this basis, the income from the receipts and the expenditure from 
the payments are recognized at the date that they are realized. 

Currency of preparation of financial statements 
 
The financial statements are prepared in Euro. 

3. Receipts  
 
 2017 2016 
 € € 
Audit Fees  635,272   678,855  

          635,272   678,855  

The above income concerns charges and respective receipts made by the Authorities of Local Authorities, Public 
Legal Entities and other Organizations and Public Funds.  
 
For the government departments and Ministries of the Republic of Cyprus no charge or invoicing is done. 
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4. Operating expenses   
 
 2017  2016 
 €  € 
Office cleaning  5,337    4,191  
Lighting, heating and fuel  82,324    66,969  
Water  rates  5,262    4,205  
Purchase of paper  4,818    4,476  
Maintenance of equipment  1,111    1,284  

 Sundries  626    288  
Telephone  charges and postages  13,953    20,342  
Photocopying materials  1,767    1,060  
Stationery and printing  1,144    939  
Contributions to international organizations  2,394    2,465  
Newspapers and periodicals  2,834    3,041  
Library  1,037    489  
Maintenance of data processing equipment  50,535    38,750  
Staff training  8,180    34,611  
Conferences and seminars abroad  16,474    9,825  
Computer’s consumables  5,129    3,827  
Travelling expenses  5,356    9,584  
 Hospitality  1,551    1,903  
Purchase of fuel and lubricants  1,336    1,618  
Maintenance of motor  vehicles  462    1,095  
Consultancy services  73,317    41,532  
Other  expenses  -    4,254  
Maintenance of office buildings  752    -  
Subsistence allowance   938    707  
Minor works  29,507    1,787  

 316,144  259,242 

5. Salaries and benefits of staff 
 
 2017  2016 
 €  € 
Salaries  4,252,987    3,989,139  

Employer’s contributions   562,091    543,048  
Allowances  28,232    28,319  

  4,843,310    4,560,506  

6. Contingent liabilities   

The ‘AO’ did not have contingent liabilities on 31 December 2017. 

7. Commitments  

The ‘AO’ did not have capital and other commitments on 31 December 2017. 
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8. Additional information  

Covering of expenditure by State Budget 

The funding of expenditure is done by the State Budget. The income is deposited into the Government’s General Account 
from which all the payments of the Audit Office are made through the Integrated Financial  Information and Management 
Accounting System (FIMAS) of the Treasury of the Republic of Cyprus. 
Outstanding Liabilities 

The Outstanding Liabilities represent liabilities to third parties by the Audit Office of the Republic, which arise from the 
supply of products and the provision of services, which have not been paid until 31.12.2017.  The Outstanding Liabilities 
are not recognized in the Statement “Receipts and Payments”, according to the basis of its preparation. 

Arrears of revenue 

Arrears of revenue concerns uncollected audit fees and amounts to €184.746 on 31.12.2017 (31.12.2016 €232.236).  
An amount of €42.600 is pending from organizations which are under liquidation and respective letters have been sent 
to the relevant Ministries, while steps have been taken with the Treasury of the Republic to offset the amount of €2.000. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



  

 

7 

59 

 
 2017  2016 
 €  € 

    
Arrears of revenue    
Community Councils (Former Village Authorities)  -    1,196  
Community Councils (Former Village Authorities)  -    3,635  
Central Slaughterhouse Council of Kofinou  42,600    42,600  
Cyprus State Fair Authority  -    10,000  
Community Council of Pelentri  2,000    2,000  
Community Council of Mazotos  -    2,000  
Cyprus Broadcasting Corporation  20,000    20,000  
Various Community Councils  -    26,365  
Community Council of Lympia  40    2,440  
Electricity Authority of Cyprus  -    33,000  
Cyprus Transmission System Operator  -    5,000  
Cyprus Scientific and Technical Chamber  -    17,500  
Cyprus Tourism Organization  -    17,000  
Youth Board  -    4,500  
Open University of Cyprus  -    32,000  
Cyprus Symphony Orchestra Foundation  -    13,000  
Municipality of Agios Dometios  *  6,000    -  
Municipality of Kato Polemidia  *  5,000    -  
Municipality of Lakatamia  *  6,000    -  
Municipality of Peyia  13,500    -  
Human Resource Development Authority *  6,000    -  
Sewage Board of Ayia Napa  28,330    -  
Sewage Board of Larnaka  18,900    -  
Sewage Board of Paralimni  18,930    -  
Sewage Board of Palaichori  1,500    -  
Court of Auditors of the Republic of Greece  15,946    -  

  184,746    232,236  
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