
A study on listed companies’
compliance with value-added tax:
the evolving role of compliance

officer in Oman
Mohammed Muneerali Thottoli
University of Nizwa, Nizwa, Oman

Abstract

Purpose –The purpose of the paper is to examine current companies’ compliance with value-added tax (VAT)
and the evolving role of the compliance officer in the listed companies atMuscat Stock Exchange (MSX), Oman.
Design/methodology/approach – The study has collected various compliance measures set by Capital
Market Authority (CMA) from 2011 to 2019. On top of the websites of CMA, MSX, Oman Tax Authority and
other related websites, the paper has considered real data of specific compliance or disclosure measures set by
CMA on all companies listed under MSX. The focused period from 2011 to 2019 is where CMA has provided
disclosure data as part of mandatory disclosure requirements.
Findings –This paper identified that there is a lack of timely compliance by companies under the existing law,
and these companiesmay face pressures for compliance with VAT enforcement in Oman. Therefore, to comply
with the disclosure requirements of listed companies, there is a growing need to appoint a full-time compliance
officer and do a compliance audit.
Practical limitations/implications – The results of the study indicate the value of full-time compliance
officers and compliance audits. The findings are able to aid in the appraisal of VAT accounting, compliance
audit research, and in the selection of proper assessment methods and criteria.
Originality/value – This paper reviews the literature and provides new empirical analysis that are possibly
beneficial for both scholars and accounting practitioners.

Keywords Companies compliance, VAT compliance, Muscat Stock Exchange, Capital Market Authority,

Compliance Officer, Oman

Paper type Research paper

Introduction
Every organization tries to keep the brand image, standard, and high quality by complying
with applicable rules and regulations issued by both internal and government regulations or
policies from time to time. All listed companies must comply with different rules, regulations,
laws, and guidelines. Implementing timely compliance helps companies to prevent and detect
legal violations of laws or rules, which protects organizations from government levies in form
of penalties, fine, and lawsuits. Timely compliance avoids loss of stakeholders’ self-
confidence and damage of the company’s reputation. Likewise, compliance provides
efficiency and accountability into the organizational operating system. A full-time
compliance officer ensures the compliance of company laws, tax laws, standards, and
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other applicable regulations. They can also ensure the compliance with the clauses of Articles
of Association, Memorandum of Association, and other related corporate bylaws, policies,
and procedures. Compliance officers provide services to listed companies and work
independently to identify and oversee the company’s regulatory risks.

Compliance may seem complicated and expensive; however, the cost of non-compliance
will be greater. Some business expansions will be required by adhering to additional rules.
Multinational companies have to complywithmore compliance regimes. If any company does
not meet industry-specific standards, it will possibly need to pay fines, and consequently
affecting the business integrity. Listed companies generally are not ready to appoint a full-
time compliance officer, as it will increase business operational costs. Corporate governance
rules are other notable compliance aspects. Failure to comply with corporate governance
rules will increase organizational operational risk which may affect the interests of
stakeholders (Zerban andMadani, 2018). Generally, in Oman, the non-compliance penalties of
both direct tax and indirect tax by companies are very high. Future operational profits will
possibly be influenced by non-compliance with tax regulations by levying tax penalties
(Tarmidi, 2019). The non-compliance with the latest International Financial Reporting
Standards (IFRS) by companies was problematic across companies (Tawiah and
Boolaky, 2019).

Compliance related to corporate law and taxation law is less in Gulf Cooperation Council
(GCC) countries when compared to non-GCC countries. However, recently as part of GCC
countries’ economic development, the Omani government has been forced to amend/
implement new regulations under the existing corporate law. Furthermore, the recent
introduction of value-added tax (VAT) laws in GCC including Oman has made organizations
more compliant than before. With a special focus on Oman, this paper investigates various
challenges faced by companies in their implementation of compliance standards. The main
purpose of this paper is to examine current companies’ compliance with value-added tax
(VAT) laws and the evolving role of compliance officers in the listed companies at Muscat
Stock Exchange (MSX), Oman.

Literature review
A compliance officer is mainly responsible for managing and monitoring the statutory and
regulatory compliance frameworks of a company. Compliance involves compliance with the
law, rules, regulations, policies and standards. Listed companies must follow several
regulatory compliances for their successful operations and corporate disclosures. Overseas
involvement in company’s corporate tax non-compliance and the involvement of foreign
Chief Executive Officers on corporate tax non-compliance were examined by Suleiman (2021).
The impact of intergovernmental shifts on firms’ corporate tax non-compliance was
investigated by Ye and Xiang (2020). The rationales about large-scale tax non-compliance in
underdeveloped nations’ tax administration reforms were studied by Umar and Masud
(2020). The factors of compliance disclosure on of IFRS among listed insurance companies
were examined by Suleiman and Sani (2021). Arena et al. (2018) investigated broad corporate
social responsibility disclosure in Asian countries with the goal of unraveling whether such
regulatory disclosures are the effect of proactive views or a response to regulations.
Venturelli et al. (2019) studied non-financial information of larger public companies and their
disclosure requirements of social, environmental, and governance sectors. Saenz and Brown
(2018) aimed to create a tool based on global standards for assessing anti-corruption, non-
compliance in various organizations and anti-corruption methods disclosed by companies
under the construction sector. Baalouch et al. (2019) studied the effect of several aspects on the
quality of environmental disclosure policies. Investor feedback to the companies’ disclosure
regulations on compliance and non-compliance of taxation provisions was analyzed by
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Tarmidi (2019). The practical effect of using e-filing of tax returns, the use of e-invoicing and
levy of administrative fines on individual taxpayer compliance were investigated by Sentanu
and Budiartha (2019). The successful compliance by companies listed in the securities market
with the country’s code’s proposals on related-party transactions and minority shareholders
interest were analyzed by Maglio et al. (2020).

It is evidenced that the role of a compliance officer will guarantee the effective and efficient
management of a firm’s compliance risks, prevent their bias, and promote optimization. If an
acceptable level of regulatory compliance is proven, organizations at an initial phase go for
practical and rational application (Fiandrino et al., 2019). It is found that moral culture,
companies’ internal control operations, and corporate governance on financial reporting
provide a substantial contribution to applicable IFRS compliance for listed companies
(Nalukenge et al., 2018). The setting of regulatory compliance functions in any organization is
an important factor for compliance demands on any corporations to continue to strive. The
growing complexity of finance and regulatory compliance requires integrating the
compliance regulatory management functions inside the organization (Usnick et al., 2018).
It is found that detection moderates the nexus among interactional fairness and intention of
tax compliance diminishes with higher detection (Farrar et al., 2019). It is evident that listed
companies are strictly adherent to the laws of anti-corruption and it is also revealed that
greater levels of adherence to financial or regulatory compliance programs are linked with
higher adoption of internal controls in the organization. A company’s own specific
characteristics are crucial factors that affect various tax disclosures (Mgammal et al., 2018). It
has been found that company secretaries or compliance officers considerably influence
financial reporting and board practices because of their positions and roles (Nowland et al.,
2020). The separation of compliance responsibility from the legal functionaries of a company
might not be advisable as both structures are frequently demanded upon by governors,
regulators, and enforcement authorities. Therefore, the role of a compliance officer should be
delegated to legal officers so that one officer can solely be chargedwith interpreting corporate
or tax law and advising the company about the legal requirements (Meissner, 2018).

The lack of compliance audit on disclosure guidelines of financial statements increases the
risk of disciplinary actions such as fines, penalties, civil and criminal liabilities (Thottoli,
2021). Certain associated risks for regulatory compliance were observed by Van Wyk and
Rudman (2019) while entrepreneurial mode strives to establish leaner structure in various
parts of the institution. Some listed companies have not been given any legal protection from
criminal or civil liability by adopting compliance programs on corporate social responsibility
and codes of conduct. Executive officers of organizations who have failed to perform
operations in compliance with government implemented policies have been removed from
their positions (Pastory, 2019).

Based on the literature regarding the link between companies’ compliance (including tax
compliance) and the role of the compliance officer in a listed company, this paper has adopted
a framework to show the evolving role of a full-time compliance officer. As shown in Figure 1,
the management of a company tries to achieve objectives as per internal regulations —
financial regulations, management, clauses of Memorandum of Association, and clauses of
Articles of Association; and external regulations — government including tax authorities,
IFRS, securities laws, banking regulations, Islamic sharia rules, and insurance regulations.
On the other hand, a full-time compliance officer shall be required to oversee the internal and
external regulations in a timely manner.

Research methodology
The Capital Market Authority (CMA) is responsible to monitor the compliance issuers of
securities in Oman. This paper has obtained sourced data from the websites of CMA, Muscat
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Stock Exchange, and Oman Tax Authority. Moreover, the paper has considered real data of
specific compliance or disclosure measures set by CMA on all companies listed under MSX
from 2011 to 2019. The CMA index information consists of both quantitative and qualitative
data such as the details of compliant and non-compliant companies with various listed
violations/issues, the disciplinary actions taken against them aswell as the evaluation criteria
followed. In addition, the paper has collected available value-added tax information from the
authorized websites of the Oman tax authority and the Government of Oman.

Findings and discussion
Current companies’ compliance of listed companies in Oman
Latest research studies in regulatory, financial, and internal compliance (Majerowska and
Spigarska, 2021; Chang et al., 2019; Tawiah and Boolaky, 2019) validate the results of the
present study on current companies’ compliance of listed companies. The majority of the
study revealed that overseeing the compliance of companies with internal regulations is vital
for consistent growth and profitability. In Oman, this related study was broadened by Sarea
et al. (2020).

Table 1 below indicates descriptive results of the disclosure index reported by CMA and
MSX from 2011 to 2019. Themain reasons for disciplinary actions were for non-compliance of
Executive Regulation of the Capital Market Law, Commercial Companies Law, Insurance
Companies Law, Insurance Agents Licensing Requirements, Brokers’ Regulation, Clearance
and Settlement Regulation, Unified Motor Vehicles Insurance Policy, Auditors Accreditation
Rules, International Accounting and Auditing Standards, Auditors Accreditation Rules, and
provisions for practicing accounting and auditing professions.

Table 2 indicates descriptive results of the reported disclosure index by CMA from 2011 to
2019. Some companieswere found non-compliant with the required statement as per the CMA

Source: By author.

Compliance Officer

Management try 
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Figure 1.
The evolving role of
compliance officer
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Year Reasons

2011 Infringement of Articles 301 of the Executive Regulation of the Capital Market Law
Infringement of Articles 117 and 83 of the Commercial Companies Law and Article 20 of the Executive
Regulation of the Capital Market Law
Infringement of Article 12 of Administrative

2012 Infringement of Articles 279 of the Executive Regulation of the Capital Market Law
Infringement of Articles 291 of the Executive Regulation of the Capital Market Law
Infringement Clause 1 of Article 157 of the Executive Regulation of the Capital Market Law

2013 Infringement of circular No. (6/2012)
Infringement of article 1/19 of the Insurance company law and articles 8 & 7 from the Executive
Regulation of Insurance Companies Law
Total 16 number of, MISCELLANEOUS FORMAL REGULATORY DECISIONS

2014 Infringement of Article 280 of the Executive Regulation of Capital Market Law
Infringement of Article 124 of the of the Executive Regulation of Capital Market Law
Infringement of Decision 26 on obtaining CMA’s approval for new insurance products
Infringement of circular No. 6/2012
Total 4 number of, MISCELLANEOUS FORMAL REGULATORY DECISIONS

2015 Infringement of Article 125 of the Executive Regulation of the Capital Market Law and failure to apply
Article 163 of the same regulation
Infringement of Article 9 of the Regulation of the Insurance Companies Law
Infringement of Brokers’ Regulation
Infringement of Article 8 of the Regulation of the Insurance Companies Law
Infringement of Article 17 of Brokers’ Regulation
Infringement of Article 9 of Brokers’ Regulation
Infringement of Clause 7 of Article 11 of Brokers’ Regulation and clauses 1 and 2 of Article 13
Infringement of Clause 14 of the Code of Professional Conduct and Article 3 of Insurance Agents
Licensing Requirements
Total 4 number of, MISCELLANEOUS FORMAL REGULATORY DECISIONS

2016 Violation of the provision of Article 147 of ERCML
Violation of the last para of Article 54 of ERCML
Violation of Article 12 of AD 6/2002 on constitution of internal audit committee and appointment of legal
advisor
Violation of Article 311 of ERCML
Violation of Clause 3 of Article 55 of Clearance and Settlement Regulation

2017 Violation of the provisions of Article 280 of the Executive Regulation of the CapitalMarket Law relating to
disclosure of the initial results of the first quarter
Violation of the provisions for practicing accounting and audit profession
Violation of the provisions of Unified Motor Vehicles Insurance Policy
Violation of the provisions of Article 1 of Ministerial Decision No. 26/86 and Article 3 of Insurance Agents
Licensing Requirements
Violation of Article 9 of Insurance Agents Licensing Requirements

2018 Violation of the provisions of Article 146 of the Executive Regulation of the Capital Market Law
Violation of Clause (b) of the provisions of Article 123 of the Executive Regulation of the Capital Market
Law
Violation Article 5 of the Capital Market Law
Violation Article 149 of the Executive Regulation of the Capital Market Law
Violating certain international accounting and auditing standards
Violating Articles 112 and 113 of the Commercial Companies Law
Violation of Schedule (b) of the Unified Motor Insurance Policy
Violation of the provisions of Article 12/4 of Insurance Agents Licensing Requirements
ViolatingArticles 112 and 113 of the Commercial Companies Law, Article 5 of the CapitalMarket Law and
article 282 of the Executive Regulation of the Capital Market Law
Violation of the provisions of Article 20 of Insurance Brokers Regulation

2019 Violation of the provisions of Insurance brokerage regulation
Violation of the clause of standard motor insurance policy
Failure to remedy the situation as per the resolution of the BOD of CMA
Violating second paragraph of Article (1) of the Auditors Accreditation Rules

Source: CMA Annual Reports adapted from Capital Market Authority (2011-2019).
Table 1.

Disciplinary reasons
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disclosure index. Major discrepancies were found on required statements such as: unaudited
annual results, audited annual financial statements, first-quarter financial statements,
second-quarter financial statements, third-quarter financial statements, dissemination of
audited annual financial statements, disclosure of the resolutions of the generalmeetings, and
timely material information.

Table 3 indicates descriptive results of the reported disclosure index by CMA from 2011 to
2019. Some companies were found to be non-compliant with several directors’meetings, non-
compliance with directors’ roles, non-compliance with audit committee’s role, non-compliance
with rules for appointment of auditors, non-compliance with executive management’s role,
non-compliance with minimum internal regulations, violation information of audit
committee, violation in the appointment of an internal auditor and legal advisor, non-
compliance of internal auditor’s work and role, non-compliance of internal auditor in
preparing annual work plan before the year, non-compliance in the appointment of secretary
to the board, non-compliance in legal advisor’s role, non-compliance with Articles of
Association of the company, and non-compliance with executive regulation.

Value-added tax compliance on listed companies
The Tax Authority of Oman issued three executive decisions on the implementation of the
value-added tax, which entered the enforcement stage by April 16, 2021. Research studies in

Number Required Statements

1 Unaudited annual results
2 Audited annual financial statements
3 First quarter financial statements
4 Second quarter financial statements
5 Third quarter financial statements
6 Dissemination of audited annual financial statements
7 Disclosure of the resolutions of the general meeting
8 Timely material information

Source: Adapted from Capital Market Authority (2011-2019).

Number Type of violation

1 Non-compliance with number of Directors’ meetings
2 Non-compliance with Directors’ roles
3 Non-compliance with audit committee’s role
4 Non-compliance with rules for appointment of auditors
5 Non-compliance with executive management’s role
6 Non-compliance with minimum internal regulations
7 Violation in formation of audit committee
8 Violation in appointment of internal auditor and legal advisor
9 Non-compliance of internal auditor’s work and role
10 Non-compliance of internal auditor in preparing annual work plan before the year
11 Non-compliance in appointment of secretary to the Board
12 Non-compliance in legal advisor’s role
13 Non-compliance with Articles of Association of the company
14 Non- compliance with Executive Regulation

Source: Adapted from Capital Market Authority (2011-2019).

Table 2.
Non-compliance of
‘required statements’
by companies
(2011-2019)

Table 3.
Type of violation by
companies (2011-2019)
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regulatory tax compliance (Musimenta et al., 2019) validate the results of the present study on
current companies’ compliance on listed companies. So far, only the United Arab Emirates
(UAE), Kingdom of Saudi Arabia (KSA) and Bahrain have rolled out VAT schemes among
the Gulf Cooperation Council member countries - though those initiatives are still in the
implementation stage. Non-compliance on the VAT system in Saudi Arabia attempted to
reduce penalties by adopting a set of electronic applications and strictly overseeing the
compliance by officials (Ershaid and Nawash, 2021). Non-compliance with VAT regulations
can hinder the countries progress in general. To offset tax evasion in the country, the
government imposes a criminal penalty with the levy in the form of output tax. Likewise, new
business startups were also showing non-compliance with VAT regulations, which were also
imposed three times the normal tax rates with criminal penalty were inflicted after a
particular date of registration. If the offense continues by any companywill make the penalty
even double. Consequently, VAT compliance is considered one of the most substantial
reforms of any country’s public financial system (Shakkour et al., 2021).

The above results and discussion on current companies’ compliance with value-added tax
compliance on listed companies in Oman have revealed that it is important for every
organization to implement both internal and external regulatory compliance both efficiently
and in a timely manner in order to reduce the risk of disciplinary actions such as fines,
penalties, and civil and criminal liabilities. The details on Table 1, Table 2 and Table 3 above
have displayed the importance of the evolving role of compliance auditors in connection with
listed companies in Oman. The recently introducedVAT inOmanwill increase the regulatory
compliance of listed companies. Thus, the findings of the research are consistent with and
substantiate the evolving role of the compliance officer in the listed companies at MSX in
Oman. Further, both current companies’ compliance on listed companies and value-added tax
compliance on listed companies in Oman will strengthen the evolving role of compliance
officers among listed companies at MSX in Oman.

The study proposes that in the future, the proficiency in accounting concepts can facilitate
organizations by adopting information communication technology enabled accounting
practice.

Implications
The evolving role of a full-time compliance officer has significant implications for both the
economy and the prospects of business growth. The results of the current study acknowledge
the value of full-time compliance officers and compliance audits. Moreover, the findings can
aid both in the appraisal of VAT accounting, compliance audit research and in the selection of
proper assessment methods and criteria. The appointment of a compliance officer and
compliance audit guarantees long term value creation among listed companies in Oman.

Notably, compliance audits guarantee adherence to the organization’s regulatory rules,
regulations, and guidelines prescribed by the government. It also ensures effective
compliance with the organization’s internal rules, policies, and processes. As a result of a
compliance audit, trust among stakeholdersmay increase if they believe that the organization
is operating within a legal framework. Further, it enables companies to meet timely
submission of tax returns as per tax laws.

Therefore, this study may influence the management or board of directors to deal with
applicable internal and external regulations in amore professional manner. This could enable
an organisation to satisfy the interests of its shareholders, management, the government, and
other stakeholders. In addition, this research may aid the policymakers, statutory regulators,
Muscat Stock Exchange, and Capital Market Authority in designing thoughtful policies/
guidelines to appoint compulsory full-time compliance officer in all the listed companies
in Oman.
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Conclusion
The study found out that there is a lack of timely compliance by companies in the existing law
and these companies may face several pressures for compliance with VAT enforcement in
Oman. Therefore, to comply with the disclosure requirements of listed companies, there is a
growing need to appoint a full-time compliance officer with compliance audit.

For the compliance of a company to be achieved, managers or board of directors are
obligated to follow applicable laws, regulations and rules depending on the nature of the
organization and the relevant regulatory disclosures. The corporations should consider
compliance regulations related to safety, direct or indirect tax laws, reporting guidelines of
financial statements, securities contract, regulation act, contract act, prevention of money
laundering act, special economic zones act, state employment laws, corporate social
responsibilities, environmental laws, minimum wages act, foreign exchange regulations act,
and public health regulations.

A compliance officer should take measures to adhere to all the above-mentioned
applicable rules, regulations, and laws; including the laws of national or international
government and various legislative aspects of a company.

This study recommends that future studies should employ quantitative researchmethods
such as case studies on independent variables to better investigate VAT compliance among
listed companies in Oman. Besides, the researchers could examine numerous other challenges
that listed companies face in their attempt to employ a full-time compliance officer.
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