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services that your
company specializes in, been
impacted by the events in
Ukraine and, if yes, what steps
can be taken to lessen this
impact?
The events in Ukraine are only
the latest on a long list of events
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ing crisis of 2013, had already
diminished the importance of the
Russian market to our industry.
The events in Ukraine have only

5 steps are being taken in
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ness, a process whereby compa-
nies with international activities
choose to physically relocate to
Cyprus and carry out their busi-

ness from here. This has created
ample opportunities for tax, VAT
and advisory services that did not
exist to such an extent before.
Inevitably, due to the events in
Ukraine, many client relationships
have been lost almost overnight.
New professional relationships
normally take months if not years
to develop, meaning that right
now, many professional service
firms are involved in a marathon
to win new business and it is
likely that some may be unable to
finish the race.

What are the other main chal-
lenges currently facing the
professional services sector in
Cyprus? How do you believe
they can be overcome?

The professional services sector
in Cyprus was built on founda-
tions that are now outdated. The
traditional “corporate-driven”
model of the Cyprus holding or
financing company, existing with
no real substance in Cyprus or ef-
fective management and control
in Cyprus, has been under attack
by tax jurisdictions worldwide
that have adopted a much more
sophisticated approach to cross-
border transactions. The intro-
duction of formal Transfer Pricing
requirements, cross-border DACE
reporting requirements and the
proposed EU Directive on Shell
Entities (ATAD3) will bring about
the death knell of such compa-
nies.

At the same time, our reputation
as a sector has been severely
tarnished by the multitude of
money-laundering, “golden pass-
port” and tax evasion scandals
that have appeared in interna-
tional publications over the years.
This has been largely of our own
making, since we have proved
unable, until now at least, to ef-
fectively self-regulate professional
services. This lack of effective
oversight and professional ac-
countability has meant that an
unscrupulous small minority of
accountants, lawyers and admin-
istrative service providers have
been allowed to adversely impact
the reputation of the professional
services sector as a whole.

These challenges can be over-
come by implementing a new

business model for our sector,
based on tax and regulatory com-
pliance, and introducing a strong
framework of accountability with-
in the profession. However, we
can't do this alone. The Govern-
ment needs to invest additional
resources in training and staffing
key departments such as the Tax
Department and the Department
of Social Insurance to ensure that
officials there understand the
latest tax directives and legisla-
tion and effectively apply them

in a uniform, transparent and
business-friendly way.
Professional regulatory authon-
ties — in particular CySEC, ICPAC
and the Cyprus Bar Association
- need to implement a uniform
and integrated approach when

it comes to regulatory oversight
and deal with the fragmentation
and monitoring weaknesses

that currently exist. Moreover,

it seems that lately, the Cyprus
banks' favoured approach is “no
business, no risk". The banking
sector needs to finally develop an
intuitive understanding of what
constitutes AML Compliance and
place this within the context of
international business. it cannot
rely on the “standard checklist
approach” when it comes to Cli-
ent KYC. This approach not only
does not effectively manage ML/
TF risk but has also made us the
laughing-stock of our European
counterparts, which are more
than happy to recommend their
own jurisdictions to our clients.

Your firm has embraced new
technology, such as providing
an e-library. Do you believe that
this the way forward for the
broader professional services
sector?

Embracing new technology is the
way forward for all businesses,
not only those in the professional
services sector. Failure to keep up
with technological developments
will quickly lead to a loss of com-
petitive advantage and thus a loss
of business. The COVID-19 pan-
demic has only served to acceler-
ate this technological trend. Our
digital repository of industry-spe-
cific and tax-related inforrnation,
called E-Library, the migration of
all our IT systems to the cloud,

paperless operations, e-meetings
with staff, clients and associates
alike and remote working are all
recent developments as part of
our efforts to enhance the quality
of our services and to make them
more efficient.

Some of the new practices in-
troduced in our sector over the
past couple of years, such as
extended remote working, are still
baing assessed to see if they are
beneficial in the longer term. We
are monitoring with interest the
relatively small number of profes-
sional services fimns that have
embraced flexibility with remote
working post-pandemic or have
introduced the four-day working
week, to see if tangible long-term
benefits will accrue, such as an
increase in work productivity and
staff motivation and commitment.

Efforts to attract international
tech companies to relocate to
Cyprus seems to be bearing
fruit. Could this be a new sector
of growth for the professional
services sector as well?
Indeed, many international tech
companies have relocated to Cy-
prus over the past few years. This
has provided the professional
services sector with an opportu-
nity for growth and for diversifica-
tion from the dwindling Russian
market. Financial technology
(Fintech) companies in particular,
which use new technologies to
improve and automate the deliv-
ery and use of financial services,
are continuing to amive in Cyprus
at a fast pace.

Cyprus has over 40 years of
cumulative knowledge and
axperienca in the intermational
business sector. Fintech and IT
companies in general present us
with a unique opportunity to re-
invent Cyprus as an international
hub for such services. We should
all learn from our past mistakes
and capitalise on our strengths

to make this work. It's about time
we proved to our European and
international peers that we can
offer some of the best service
infrastructure in the world for
this new industry, and free our-
selves from the tarnished image
of the past which continues to
haunt us.
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