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INTERNAL AUDIT CHARTER 
City of Fort Smith, Arkansas 

PURPOSE  
The purpose and mission of the Internal Audit Department (Internal Audit) is to provide independent, 
objective assurance and advisory services designed to add value and strengthen the operations of the City 
of Fort Smith (City).  Internal Audit helps the City accomplish its objectives by bringing a systematic, 
disciplined approach to evaluate and improve the effectiveness of risk management, internal control, and 
governance processes. 

INDEPENDENCE 
Internal Audit reports functionally to the City’s Board of Directors and administratively to the City 
Administrator.  These reporting relationships ensure departmental independence, promote comprehensive 
audit coverage and ensure adequate consideration of audit recommendations.  Each employee of Internal 
Audit are required to complete a Conflict of Interest Form at least annually or more frequently if there is a 
change of circumstance. 

SCOPE OF WORK 
Internal Audit will develop an annual audit plan based on a risk assessment of all City activity.  The 
internal audit plan shall focus on areas of financial, operational and compliance functions.  Specifically, 
Internal Audit will help ensure: 

• Risks are appropriately identified and communicated to the Board of Directors and Management.
• Employees’ actions comply with policies, standards, procedures, and applicable laws and

regulations.
• Resources are acquired economically, used efficiently, and adequately protected.
• Quality and continuous improvement are fostered with the City’s control processes.
• Opportunities for improving the City’s image may be identified during audits, which will be

communicated to the appropriate level of Management and the Board of Directors.

RESPONSIBILITY 
Internal Audit has responsibility to: 

• Develop a flexible annual audit plan using an appropriate risk-based methodology, including any
risks or control concerns identified by Management, and submit that plan to the Audit Advisory
Committee (Committee) for review and advice.  Internal Audit will consider recommendations and
revise the internal audit plan before the Committee submits the plan to the Board of Directors for
approval.

• Implement the audit plan as approved by the Board of Directors.
• Perform Follow-Up Audits on audit findings and confirm the implementation of recommendations

or action plans and communicate the results to the Board of Directors, Committee and Management
for each audit, as appropriate.

• Design and execute Special Request Projects (SRP) at the suggestion of Management, the
Committee or the Board of Directors.  The Director of Internal Audit will review resources
committed to the completion of the audit plan, assess the availability of Internal Audit staff, and
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consult with the Committee before undertaking an SRP.  The SRP will be submitted to the Board 
of Directors for approval before the start of the project. 

• Assist in the investigation of significant suspected fraudulent activities within the city departments.
• Perform advisory services to assist Management in meeting its objectives while maintaining

independence.
• Have and maintain a professional audit staff with sufficient knowledge, skills, experience, and

professional certifications to meet the requirements of this Charter.
• Review and adjust the internal audit plan, as necessary, in response to changes in the City’s risks,

operations, programs, systems or controls.  Consult with the Committee on any changes made to
the Charter and obtain approval from the Board of Directors.

• Issue periodic reports to the Board of Directors and to the Committee summarizing the status and
results of audit activities, including special projects.

• Consider the scope of work of the external auditors and regulatory agencies, as appropriate, to
provide optimal audit coverage to the City at a reasonable overall cost.

MODIFICATIONS TO THE INTERNAL AUDIT CHARTER 
Circumstances may justify modifications to this Charter including, but not limited to: 

• A significant change in the Global Internal Audit Standards.
• A significant acquisition or reorganization within the City.
• Significant changes with the Director of Internal Audit, the Committee, the Board of Directors or

Management.
• Significant changes to the City’s strategies, objectives, risk profile, or the environment in which

the City operates.
• New laws or regulations that may affect the nature or scope of internal audit functions.

The Internal Audit Charter shall be reviewed annually by Internal Audit with Committee.  Any 
modifications shall be approved by the Board of Directors. 

AUTHORITY 
Internal Audit, as established by the Board of Directors, is authorized to: 

• Have unrestricted access to all City records, facilities, properties, investigations, and personnel
relevant to the department or system under audit.  Internal Audit shall use discretion in the review
of the records and ensure the confidentiality of all matters that arise.

• Review and advise on policies, procedures and records as deemed necessary.
• Have full and unrestricted access to the Board of Directors and Management.
• Allocate Internal Audit resources, set frequencies, select subjects, determine audit scope, and apply

the applicable audit techniques required to accomplish the audit objectives.
• Obtain the necessary cooperation of personnel of the City, as well as other specialized services and

third parties from within or outside the City to complete Internal Audit objectives.

Internal Audit is not authorized to: 

• Perform any operational duties for the City.
• Initiate or approve accounting transactions external to Internal Audit’s required administrative

duties.
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• Direct the activities of any City employee not assigned to Internal Audit except to the extent that
such employees have been appropriately assigned to an Internal Audit  team or otherwise assist
Internal Audit.

Internal Audit shall have no direct responsibility or authority over financial, operational or compliance 
functions that may be subject to review.  

STANDARDS OF AUDIT PRACTICE 
Internal Audit will work under the guidance of the Institute of Internal Auditors' International 
Professional Practices Framework, which are the Global Internal Audit Standards and Topical 
Requirements. Internal Audit will also work under the guidance of the Generally Accepted Government 
Auditing Standards (GAGAS) of the United States Government Accountability Office when performing 
audit procedures on federal funding. 

ETHICS AND PROFESSIONALISM 
Internal Audit is committed to maintaining the highest ethical standards and professionalism in all 
activities.  This commitment aligns with the Institute of Internal Audit’s Code of Ethics. 

The Director of Internal Audit will ensure that the internal auditors: 
• Conform with the Global Internal Audit Standards, including the principles of Ethics and

Professionalism: integrity, objectivity, competency, due professional care, and
confidentiality.

• Understand, respect, meet, and contribute to the legitimate and ethical expectations of the
City and be able to recognize conduct that is contrary to those expectations.

• Encourage and promote an ethics-based culture in the City.
• Report organizational behavior that is inconsistent with the City’s ethical expectations, as

described in applicable policies and procedures.

BOARD OVERSIGHT 
To establish, maintain, and ensure that the City’s internal audit function has sufficient authority 
to fulfill its duties, the Board of Directors will: 

• Ensure Internal Audit has unrestricted access to, communicates and interacts directly with
the Board of Directors, including in private meetings without Management present.

• Approve the Internal Audit Charter, which includes the internal audit purpose, scope and
types of internal audit services.

• Approve the risk-based internal audit plan.
• Receive communications from Internal Audit about the internal audit function, including

its performance relative to the audit plan.
• Authorize the appointment and removal the Director of Internal Audit.

EXECUTIVE ENDORSEMENT OF THE INTERNAL AUDIT CHARTER 
The Internal Audit Charter is the formal document that specifies Internal Audit's authority and 
responsibilities. The Charter is important to Management, the activity being audited, and Internal 
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Audit. Our endorsement of the Internal Audit Charter underscores the importance of Internal 
Audit's function.  

Approved by the Board of Directors Resolution No.__________________________________ R-11-26




