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		Abstract

		The Audit Oﬃce of the Republic of Cyprus conducts the ﬁrst ever audit of the country’s public debt, seeking answers to two key questions: (i) Is government debt sustainable, and (ii) is debt ﬁnancing eﬃcient and eﬀective in securing the lowest cost with acceptable risks? The ﬁndings are discussed by the Parliament and could have signiﬁcant ramiﬁcations for public ﬁnance. However, public debt management is a complex issue, with the International Organisation of Supreme Audit Institutions suggesting that suﬃcient technical knowledge is essential in undertaking an audit, including an understanding of the uncertain macroeconomy, ﬁnancing conditions, and government ﬁscal stance. We use a risk management model based on scenario trees in conducting the audit. The model provides optimal debt ﬁnancing strategies to benchmark the performance of the country’s public debt management oﬃce and answer the audit questions. We also incorporate an integrated assessment model to examine the risks from climate change. The Auditor General presented the ﬁndings to the Parliamentary Audit Committee in the presence of the Minister of Finance, and our recommendations are expected to have a signiﬁcant impact on the debt operations of the country. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Debt sustainability analysis; sovereign debt; performance audit; risk management; debt financing; climate risk

	
	

	
    

    
	

	
	
		JEL Classification: C44, C61, E43, H63, H68, M42

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Consiglio,  Andrea and Kikas,  Akis and Michaelides,  Odysseas and Zenios,  Stavros A., Auditing Public Debt using Risk Management (October 1, 2022). INFORMS Journal of Applied Analytics (in print),  Available at SSRN: https://ssrn.com/abstract=4126959 or http://dx.doi.org/10.2139/ssrn.4126959 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Andrea Consiglio

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Palermo - d/SEAS  ( email )

			

			
			
				
				
				
					Viale delle Scienze, edificio 13
Palermo, 90124
Italy

				

				
			

			
				
				
					HOME PAGE: http://portale.unipa.it/persone/docenti/c/andrea.consiglio
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Akis Kikas

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Government of the Republic of Cyprus  ( email )

			

			
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Odysseas Michaelides

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Audit Office of the Republic of Cyprus  ( email )

			

			
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Stavros A. Zenios (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Cyprus  ( email )

			

			
			
				
				
				
					75 Kallipoleos Street
P.O. Box 20537
Nicosia CY-1678
Cyprus
+357 2 893605 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://https://www.researchgate.net/profile/Stavros_Zenios
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Durham University Business School  ( email )

			

			
			
				
				
				
					Mill Hill Lane
Durham, DH1 3LB
United Kingdom

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Cyprus Academy of Sciences, Letters, and Arts  ( email )

			

			
			
				
				
				
					Nicosia
Cyprus

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Bruegel  ( email )

			

			
			
				
				
				
					Rue de la Charité 33
B-1210 Brussels Belgium, 1210
Belgium

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      138

			

		
		
		
			Abstract Views

			      633

		

		
		 
		
			Rank

			  375,482

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       30 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Auditing eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Auditing eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,816

                                    

                                    
                                        PAPERS

                                            2,517

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Mark F. Zimbelman at Brigham Young University

                                    

                                
                            

                        

                    

                
	
                    Public Economics: National Budget, Deficit, & Debt eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Public Economics: National Budget, Deficit, & Debt eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,251

                                    

                                    
                                        PAPERS

                                            2,217

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    International Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,250

                                    

                                    
                                        PAPERS

                                            3,450

                                    

                                

                                
                            

                        

                    

                
	
                    European Economics: Political Economy & Public Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Political Economy & Public Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,118

                                    

                                    
                                        PAPERS

                                           11,408

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                
	
                    Operations Research eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Operations Research eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              883

                                    

                                    
                                        PAPERS

                                            2,859

                                    

                                

                                
                            

                        

                    

                
	
                    Governmental & Nonprofit Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Governmental & Nonprofit Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              846

                                    

                                    
                                        PAPERS

                                              949

                                    

                                

                                
                            

                        

                    

                
	
                    Corporate Governance Practice Series eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance Practice Series eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              783

                                    

                                    
                                        PAPERS

                                              891

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Corporate Governance: Actors & Players eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance: Actors & Players eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              726

                                    

                                    
                                        PAPERS

                                            6,412

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Econometric Modeling: Capital Markets - Risk eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Capital Markets - Risk eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              612

                                    

                                    
                                        PAPERS

                                            9,294

                                    

                                

                                
                            

                        

                    

                
	
                    Decision-Making & Management Science eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Decision-Making & Management Science eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              161

                                    

                                    
                                        PAPERS

                                            5,372

                                    

                                

                                
                            

                        

                    

                
	
                    Political Economy - Development: Fiscal & Monetary Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy - Development: Fiscal & Monetary Policy eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               54

                                    

                                    
                                        PAPERS

                                           10,103

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
