
Factsheet:  
Management Obligations
Background

Many organisations hamper the effectiveness of their internal 
audit function without realising it. This occurs because 
organisation obligations in relation to internal audit are not 
clearly defined or made known within the organisation.

Sometimes, these obligations are contained within the internal 
audit manual. However, this is an internal procedure document 
for internal audit staff, and not generally applicable to the 
wider organisation.

What needs to happen is for organisation obligations in relation 
to internal audit to be clearly stated in the internal audit charter 
or an internal audit protocol approved by the audit committee. 
This gives the obligations ‘teeth’ and makes them enforceable. 
The key elements can then be included in an internal audit 
information brochure and included on the organisation’s 
intranet.

On the point of how many days management should have to 
provide their action plans and responses to the improvement 
opportunities and recommendations contained in internal audit 
reports, it is suggested a maximum of 10 working days. Any 
longer than this gives an impression that internal audit is not 
important and can wait. In any event, a far better method is to 
obtain management responses and action plans at the audit 
close-out meeting, perhaps by way of a facilitated workshop.

The following words are suggested for inclusion in the internal 
audit charter or an internal audit protocol to clearly articulate 
organisation obligations in relation to internal audit.

Management and staff obligations (example)
An executive sponsor will be nominated for each audit.

This starts with input to the objectives and scope for upcoming 
audits.

At conclusion of audits, management and staff are obligated 
to professionally and constructively contribute to internal audit 
work and the implementation of management action plans in 
response to improvement opportunities and recommendations 
contained in internal audit reports.

Management has a maximum of <number> working days 
from when they receive a draft internal audit report to provide 
their management responses and action plans, which should 
contain:

 ›  Agreed, partially agreed or not agreed.

 ›  If not agreed, why not.

 ›  Action to be taken – these do not need to include lengthy 
comments or explanations; the action to be taken and a clear 
commitment is all that is required.

 ›  Responsible person.

 ›  Timing.

 ›  Interim control arrangements to be relied upon where 
there is a long lead time, such as waiting to close-out an 
improvement action through implementation of a technology 
solution.

Where formal management responses and action plans 
have not been received within <number> working days, 
recommendations will be provided to the Audit Committee, 
with a timetable for implementation to be pursued separately 
through the Chief Executive Officer.

Where management responses to any audit recommendation 
are not considered adequate, the Chief Audit Executive will 
consult with management of the area audited and attempt 
to reach a mutually agreeable resolution. If agreement is not 
reached, the Chief Audit Executive will refer the matter to the 
Chief Executive Officer for resolution. If agreement is still not 
reached, the final arbiter will be the Audit Committee.

Each quarter internal audit will request an update from 
management on progress of implementation for every 
improvement action and recommendation. Timing will align to 
Audit Committee meetings.

There is one opportunity for the executive sponsor to revise 
the implementation date should this be necessary due to 
unexpected delay.

Where an original implementation date is passed, whether 
approved or not, the audit recommendation cannot be rated to 
be on track.

Where an audit recommendation rated high or above is not 
implemented and closed-out by its due date, the executive 
sponsor will be required to attend the next Audit Committee 
meeting and present details on why the management action 
has not been fully implemented and the audit recommendation 
closed-out, and how the resulting risk is being addressed in the 
interim.

Where management seeks to accept a risk from an 
audit recommendation, they are required to complete a 
‘management acceptance of risk’ form that considers approved 
risk appetite and risk tolerances, and have it approved by the 
Audit Committee.

For more information, please call +61 2 9267 9155 or visit www.iia.org.au
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