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Overview
¢ All commercial companies in Oman, except low-capitalised limited liability companies, are required to prepare audited
financial statements.

¢ Auditors must be selected from accredited accounting firms and are required to perform their duties in accordance with
the law.

e Companies are obliged to offer all possible support and assistance to the auditors.

¢ Penalties, including imprisonment, may be imposed on auditors who fail to discharge their statutory duties and on
companies who impede auditors in the discharge of their duties.

Definitions

e FSA: Financial Services Authority.

e JAS: International accounting standards.

e [FRS: International financial reporting standards.

e SAOC: Closed joint stock company.

e MOCIIP: Ministry of Commerce, Industry and Investment Promotion.
e MSX: Muscat Stock Exchange.

e LLC: Limited liability company.

e SAOG: A public joint stock company listed on the MSX.

Practical Guidance

Types of companies and mandatory audits

The three most common forms of companies in Oman are:

¢ Limited liability companies (LLCs).
¢ Closed joint stock companies (SAOCs).
e Public joint stock companies (SAOGs).

A joint stock company is subject to a mandatory audit requirement. However, a LLC should appoint an auditor for a financial
year, where:

¢ The number of the company's shareholders exceeds seven.

¢ The company's share capital is in excess of OMR 50,000.

¢ Shareholder’s who represent at least one fifth of the LLC’s capital request appointment of an auditor.

¢ The constitutive contract of the company provides for the appointment of an auditor.

Qualifications and duties of the firm undertaking mandatory audits
The audit body must:
¢ Be licensed to practice accountancy and auditing profession in Oman and be approved by the relevant competent body

(the Ministry of Commerce, Industry and Investment Promotion (MOCIIP) in case of LLCs and SAOCs, and the Financial
Services Authority (FSA) in case of SAOGs).

¢ Beindependent from the company.

¢ Not be a company founder, shareholder, director, executive management, employee or subsidiary or an employee of a
subsidiary,

¢ Not provide any other technical, administrative or consultancy services to the company with the exception of services
exempted by the Capital Market Authority (CMA) or MOCIIP (as the case may be).

¢ Be appointed for one year (renewable) by the annual shareholders' meeting.
The duties and powers of an auditor include:

¢ Examining all relevant books and records of the company.

¢ Obtaining all information they deem necessary from the company for proper performance of their duties.
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Reviewing the balance sheet and profit and loss statement and confirm whether or not it reflects the true financial
status of the company.

Confirming that the books and records of the company are kept in line with international financial reporting standards
(IFRS) and that the financial statements are consistent with such books.

Providing an opinion on financial statements and proposed distribution of dividends.
Attend the general meetings of the company and give their opinion on matters relating to their duties.
Prepare its report in accordance with IFRS in a manner not inconsistent with the local laws and regulations.

Convening an annual shareholder meeting if the board of directors fails to do so within three months of the end of the
financial year.

Liabilities of auditing firms

Auditing firms may be penalised if they:

Commit any fraud in the performance of their duties.

Fail to perform their professional and technical duties with efficiency.

Intentionally issue an invitation for subscription of shares or securities in violation of the law.

Intentionally include or use false information in the balance sheet or profit and loss account or their audit report.

Omit any essential fact in the balance sheet or profit and loss account or their audit report, if the true financial position
of the company is thereby concealed from shareholders or third parties.

Fail to convene the annual shareholder meeting if the board of directors fail to do so within three months of the end of
the financial year.

Provide non-audit services which do not fall within normal audit work for the company to which its appointed as an
auditor.

Negligently include or use false information in the balance sheet or profit and loss account or their audit report.

Additional rules for joint stock companies

SAOG audits are also subject to rules issued by the FSA, including requirements that:

Auditors be appointed after considering at least three proposals from among the licensed audit firms.

Auditors be replaced after four consecutive years of appointment with a cooling off period of two years before
reappointment.

Auditors be from a FSA-accredited firm (the FSA has right to object to the appointment of auditors within 15 days of the
filing of the minutes of meeting at which auditors have been appointed).

The financial statements be prepared and audited in accordance with IFRS or international accounting standards (IAS).
The auditor prepare a report on compliance with corporate governance requirements issued by the FSA.
Auditors not carry out non-audit work for the company in order to maintain impartiality and independence.

Auditors indicate any qualification to the accounts and the effect of such qualification in the financial statements of the
company.

SAOC audits are also subject to rules issued by the FSA, including requirements that:

Auditors be appointed after considering at least three proposals from among the licensed audit firms.

Auditors be replaced after four consecutive years of appointment with a cooling off period of two years before
reappointment.

The financial statements be prepared and audited in accordance with IFRS or IAS.

Auditors indicate any qualification to the accounts and the effect of such qualification in the financial statements of the
company.

Related Content

Legislation

Oman Sultani Decree No. 18/2019 On the Issuance of the Commercial Companies Law
Oman Sultani Decree No. 46/2022 On the Issuance of the Securities Law

Oman Sultani Decree No. 20/2024 On the Establishment of the Financial Services Authority, and the Issuance of Its
Regulation
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¢ Oman Ministerial Decision No. 5/2025 On the Issuance of the Principles of Governance of Closed Joint Stock
Commercial Companies

o Omani Sultani Decree No. 77/1986 [! P-"IRegulating the Accounting and Auditing Profession

Regulations

¢ Code of Corporate Governance for Public Listed Companies
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Notes
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