www.pwc.com.cy

Delivering excellence to
the insurance sector
Responding to the challenges of a
sector facing rapidly accelerating
changes
Insurance industry
December 2016

When you team up with PwC you are teaming up with people
who understand the big challenges facing your industry,
bringing local perspectives coupled with the international
expertise only an organization of our experience can deliver.

Introduction
The future may be hard to predict, but need not be hard to prepare
for. Insurers are grappling with the tough new business, investment
and regulatory environments that are emerging from the financial
crisis.
The current turbulent and uncertain economic environment,
together with the new Solvency II regulatory compliance
requirements and stricter regulatory oversight is expected to
result to higher solvency capital requirements and increased
pressure on earnings. The new regulatory framework, will not
only require insurers to maintain a sufficient level of risk-based
regulatory capital, but also to establish a sound risk management
and corporate governance system and deal with more onerous
compliance and reporting requirements on an ongoing basis.
Insurers who can anticipate and plan for change can create their
own future.
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••

Cyprus, being an EU member state, benefits from a sound
legal and regulatory framework.
Insurance/Reinsurance International companies can set up a
Cyprus company following a transparent and straightforward
application process.
Insurance Companies set up in an EU member state can
carry out insurance business in Cyprus under the freedom of
establishment/services provisions.
The corporate tax rate standing at 12,5% and the full
exemption from taxation of profits on disposal of securities
along with multiple additional appealing tax features, add
to the competitive edge of Cyprus in attracting investors’
interest.
Solvency II is the largest ever change to European Insurance
solvency regulations. Most European insurers have already
implemented the full Solvency II requirements since 1
January 2016. For many insurers this was a significant change
and a challenging transformation project.
The move to a harmonised International Financial Reporting
Standard (IFRS) for Insurance Contracts is gathering pace,
with a new standard on the horizon, which is expected
to fundamentally change the accounting for insurance
contracts. Insurers are also facing a shake-up in other key
areas of financial reporting, including the basis for financial
instrument measurement.
Over the last three financial years, PwC serviced 59% of
the insurance institutions licensed in Cyprus (both life and
non-life), based on gross written premiums, offering a broad
spectrum of services, ranging from statutory audits to other
non-assurance services.
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••

PwC Cyprus has a dedicated team of professionals with deep
insurance sector knowledge and expertise to assist you to face
these new challenges and manage the risks of doing business in a
highly volatile and uncertain economic environment. Our team
of insurance industry professionals can assist companies in the
insurance sector in the implementation of Solvency II and IFRSrelated projects, engage in M&A activity and reengineer their
internal processes, by providing the whole spectrum of consulting,
regulatory, auditing and taxation services.
When you team up with PwC you are teaming up with people
who understand the big challenges facing your industry, bringing
local perspectives coupled with the international expertise only an
organization of our experience can deliver.
In the current economic environment, against the challenges
faced by many financial services organisations, we are uniquely
positioned to add value to your organisation.

Services provided to
Insurance Institutions
••
••
••
••
••
••
••
••

Assurance services
Internal audit
Risks and regulation
Deals
Compliance
Training
Direct/Indirect Tax compliance
Tax planning

Financial statement audit
The prevailing economic uncertainties, together with the
introduction of the Solvency II regulatory framework, will inevitably
change the way business and regulatory oversight is conducted.
Nevertheless, the fundamentals have not changed. Meeting various
stakeholders’ expectations, in terms of completeness, accuracy and
fair presentation of information in your financial statements and
disclosures, remains top of the agenda.
The continuously evolving financial reporting framework, and
the impact of this on the insurance sector, can create significant
challenges to those involved (both preparers and users). Now, more
than ever, financial statement audit is key to sustain high quality
of financial reporting and increased confidence in your company
and the financial system in general, by ensuring reliable financial
information is distributed to investors and regulators.

Giving you the edge
Quality audits come from a knowledgeable, questioning,
imaginative and insightful approach. We are experts in the
application of audit methodology and audit techniques and we use
our expertise to make our insurance clients’ audits efficient and
effective. We use our knowledge of our clients, together with our
position as trusted advisor, to match our approach and our solutions
to their needs. We use the audit to explore and think more widely
about our clients’ businesses and the potential issues they face.
This understanding enables us to offer new solutions to our clients’
problems, to help them learn from the past and prepare them for
the future.

Regulatory returns audit
The Cyprus insurance industry is highly regulated, with the
Cyprus Superintendent of Insurance requiring insurers to submit
periodically regulatory returns, some of which should be audited by
externally appointed auditors.

Giving you the edge
With a strong insurance background and knowledge of the
insurance legislation, our dedicated audit team is best placed to
interpret the relevant regulatory pronouncements and effectively
apply them, delivering a high quality audit, that is sufficiently
tailored to the requirements of the supervisory framework.

Applications & Licensing
The Cyprus Insurance Companies Control Service, being part of the
Ministry of Finance, is responsible for examining applications and
issues licenses for the registration of insurance undertakings and
insurance intermediaries, i.e insurance agents, insurance brokers,
insurance sub-agents, insurance advisors and tied-insurance
advisors.

Giving you the edge
In a continuously changing regulatory environment, we can assist
you in identifying whether a license is needed and in setting up your
operations in the best possible way, thus saving you time and money
in the process of obtaining your license. Our team of specialists can
work closely with you to obtain a license as an insurance entity by
guiding you through the regulatory requirements of such process.
For insurance companies set up in an EU member state we can
provide assistance in the process of obtaining an insurance license
in Cyprus under the freedom of establishment/services provisions.

Regulation & Solvency II
(incl. Risk)
For all organisations engaged in activities that come under the
supervision of a regulator, a proactive rather than a monitoring
approach to regulation is a full-time strategic business activity.
In an ever-changing regulatory environment in the Insurance sector,
we help you to identify, manage and control any existing and future
regulatory risks. Solvency II is just an example that impacts all
insurance companies, irrespective of size and complexity. Such
regulatory changes need to deliver real and significant benefits to
the business as well as complying with their regulatory obligations.
We recognise that every business is different and, through the
principle of proportionality, help you to assess the impact of
regulation on your business.

Giving you the edge
Our team consists of experienced regulatory risk specialists,
who not only have expert knowledge of the rules but have also
implemented and assessed compliance against them. Our people
can help you at the strategic level by maximising any competitive
advantages from regulation, through to the operational level by
minimising the costs and disruptions to your business, as well as
freeing up management time in the process.

Internal audit
Internal Audit plays a critical role in providing objective assurance
that protects the business against risk, supports strategic
decision making and improves business performance. Solvency
II emphasises the importance of an independent internal audit
function as well as good governance practices within an insurance
company.

Vendor Assistance/ Vendor Due Diligence
••
••
••

Giving you the edge
We can help you improve the value and performance of your
Internal Audit function by providing solutions tailored to your needs
and by bringing extensive knowledge of the risk areas within the
insurance sector. Whether you need outsourcing or co-sourcing,
Internal Audit transformation or start-up assistance, we can
provide you with the services you need. Our experience spans many
industries and economy sectors including providing internal audit
services to insurance companies and other financial institutions,
such as Banks and Investment Firms.
The opportunity for Internal Audit to add real value to an
organization has never been greater, but requires solving the puzzle
of doing more with less. We help our clients be successful in these
challenging times.

Due Diligence
In the context of any transaction in the insurance sector, the due
diligence process covers a wide range of areas including financial,
actuarial, regulatory, operational, legal and tax matters. Due
diligence should be undertaken whenever a company is considering
acquiring a company (Buy Side Due Diligence) or when a company
is up for sale (Vendor Due Diligence), whether it be the shares of
an existing company or the business operations and assets only.
The scope of each due diligence will be unique and the procedures
required under each area dependent upon the nature of the actual
transaction and the size of the company or business operations
being acquired.

Giving you the edge
With our wealth of experience, you can be assured that our team
has assisted clients operating in the insurance industry, through
various types of transactions and is able to provide you with
valuable information to support the proposed transaction and
identify early the issues that are needed to be addressed. We can
assist you by:

Buy side Due Diligence
••

••
••

Enhancing the purchaser’s understanding of the target
business and therefore increasing the likelihood of the deal
achieving its objectives (highlighting strengths that can be
built upon or weaknesses that can be resolved)
Helping you to identify and understand critical success factors
and therefore improve your understanding of all the relevant
issues so that informed decisions can be made
Providing you support in preparing an offer and help in
negotiating, signing and completing the deal

Providing vendors with greater control over the sale process
and the timing of sale and identification/resolution of issues
early on which can help secure a higher price for the business
Helping add credibility to the facts, figures and information
provided in the sales memorandum
Removing the necessity for a buyer to do their own due
diligence work as they will be able to rely on the vendor due
diligence report

Mergers & Acquisitions
Regulatory changes, as a result of the introduction of Solvency
II in January 2016, will pose significant capital challenges for
the Insurance Sector. In light of the new upcoming prudential
regulations, insurance companies will seek to strengthen their
capital efficiency through M&A activity, the issuance of fresh capital
or other transactions.

Giving you the edge
Our local team of experts works closely with our international
network to help insurance companies respond to these challenges.
Specifically we can assist in:
••
••
••
••
••

Identifying potential equity investors and / or M&A targets
Valuing companies or business units to facilitate the
determination of the transaction consideration
Providing deal structure advice for the purpose of establishing
an agreement between the parties involved in the transaction
Assessment of the impact of a transaction on the company’s
regulatory capital
Assistance in the disposal of non-core assets

People

Tax

Financial Service organisations are focusing on improving corporate
performance and are slowly starting to think about growth again.
Managing the business through this crisis has brought with it some
familiar people issues – low employee engagement, skills shortages
in specialised posts etc. The road to recovery shall be unlike any
other. Organisations need to think again about the required
behaviours during a recovery, about the nature of new services,
products and markets, increased regulations, and the smart
deployment of talent to deliver in new areas. They need to embed
a new culture in their teams and adapt to a new operating model,
to support the business. They need to think about the realignment
of compensation structures and setting the right targets, about
workforce management and the importance of diversity and trust,

The increasing tax burden is one of the most important concerns of
companies hence, in their majority, significant business decisions
are taken once the tax implications have been considered. The
benefits to be gained from forward thinking and proper tax
planning are substantial.
At the same time, managing tax compliance has become
increasingly complex. The ever-changing regulatory environment,
together with the increased risk that it presents, has forced
companies to re-examine and enhance the processes they have in
place to ensure that they meet their tax compliance obligations.

Giving you the edge

even about the impact of HR itself.

Giving you the edge
PwC has been supporting financial services organisations to respond
successfully in changing and challenging business and market
conditions. Our dedicated human resources team works closely with
clients to ensure that key aspects of workforce management (e.g.
recruitment, employee engagement and drive, developing
talent or re-skilling, re-alignment / change of culture, retention and
reward), support the overall strategy of the business to drive results.

Performance Improvement
The fallout from the financial crisis and the expected regulatory
framework changes are prompting a fundamental rethink of
business strategies, operating models and cost structures within
an organisation. The focus is on achieving cost reductions while
maintaining effectiveness and quality.

Giving you the edge
Our Performance Improvement specialists help you attain increased
performance by improving the efficiency and effectiveness of your
company’s key business operations. Using our deep understanding
on process and operational issues we help our clients identify
and implement cost saving initiatives, improve management and
control, enhance efficiencies and improve quality. We can work
closely with management to resolve strategic business issues facing
the organisation and assist in the development and implementation
of management systems.

PwC is the leading provider of tax services worldwide both in terms
of the size and scope of our tax practice and our reputation. Clients
engage us because we combine a strong understanding of their
business and economic environments with specialist tax knowledge
in hundreds of national and local jurisdictions across the globe.
As tax codes become increasingly complex and tax planning more
controversial, we help companies to:
••
••
••
••
••

Identify and reduce tax risks
Assist to meet the insurance companies’ on-going compliance
obligations
Implement tax efficient strategies that complement their
business and operational objectives
Represent, liaise and resolve disputes with tax authorities
when they arise, and
Manage tax accounting and reporting issues and design of
best in class tax functions

VAT
In a global environment characterised by the increasing popularity
of VAT and other indirect taxes - and complicated by new
regulations and capital requirements - it is more critical than ever
to manage your indirect taxes with an eye towards minimising VAT
costs, optimising cash flow and reducing risk.

Giving you the edge
PwC Cyprus has a unique VAT team specialising in the VAT affairs
and the VAT risks and saving opportunities that exist for the
insurance services sector. Our team has the tools the knowledge
and the multi-disciplinary approach to deliver the solutions you
need today, and face the indirect tax challenges of tomorrow.

PwC Cyprus has a dedicated team of professionals with deep
insurance sector knowledge and expertise to assist you to face
these new challenges and manage the risks of doing business
in a highly volatile and uncertain economic environment.
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We support you to create the value you are looking for by providing specialised solutions
based on quality. Together we build relationships based on trust and we say things as they are,
to assist you to deal with issues that tomorrow will prove important.
We adapt the expertise of our almost 1000 professionals in Cyprus and the power of our global
network of 223,000 experts in 157 countries to your specific needs, helping you make the
difference.
In a demanding and challenging business environment, our diverse teams of experts are
sharing deep knowledge and experience. We provide a broad range of services as listed below
to meet your increasingly complex needs.
Visit www.pwc.com.cy to discover the benefits we can bring to you.
•• Assurance
•• Consulting
•• Deals

•• Tax Advisory
•• Corporate Compliance
•• Indirect Tax
•• Company Administration
•• Legal Services

Our industry specialisation in the following sectors, gives you the benefit of our in-depth
industry knowledge and experience.
•• Banking
•• Insurance

•• Energy
•• Hospitality & Leisure

•• Forex
•• Other CySec
regulated entities
•• Funds
•• Real Estate

••
••
••
••
••

Transportation & Logistics
Public Sector
Retail, Consumer & Manufacturing
Telecommunications
Construction & Engineering

Visit www.pwc.com.cy to discover the benefits we can bring to you.
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