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Abstract

This study aims to examine the extent to which external auditors in the Sultanate of Oman
comply with the application of internal control systems based on the COSO framework and
International Auditing Standards (IAS), and to explore the relationship between this
compliance and the phenomenon of value-added tax (VAT) evasion among small and
medium-sized enterprises (SMEs). The study employed a descriptive-analytical
methodology, using a questionnaire distributed to a sample of 120 licensed external auditors.
The findings revealed that the level of compliance with the application of internal control
systems and [AS was high. The mean score for applying internal control systems was 3.559
(standard deviation = 0.823), while the mean score for applying IAS was 4.028 (standard
deviation = 0.574). The results also indicated a high level of VAT-related tax evasion among
SMEs, with a mean of 4.162 (standard deviation = 0.532), reflecting auditors' awareness of
existing tax challenges in this sector.

Correlation analysis showed a weak positive and statistically insignificant relationship
between the internal control system and tax evasion (p = 0.178, p = 0.050), suggesting that
the internal control system has not demonstrated a statistically significant effect in reducing
tax evasion in SMEs.

What distinguishes this study is the integration of three critical axes—internal control
systems, international auditing standards, and tax evasion—and examining their
interrelations within the specific context of SMEs in Oman, especially after the introduction
of VAT.

The study recommends enhancing the effectiveness of internal control systems and
developing the application of IAS in a manner that aligns with the nature of SMEs. It also
calls for improving tax awareness among SME owners to reduce evasion and promote tax

compliance.

Keywords: Internal Control System, International Auditing Standards, Tax Evasion,

External Auditors, Sultanate of Oman.
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