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NAVIGATOR SCHOOLS  

AUDIT FIRM ROTATION POLICY 

Board Policy # 

Recommended by: Audit Committee 

Approved By: Board of Directors 

SCOPE 

This policy applies to the Navigator Schools' Board of Directors, Audit Committee, Chief 

Executive Officer & Superintendent, Chief Financial Operating Officer, and any other individuals 

or entities involved in selecting, engaging, and overseeing external audit services. It ensures 

compliance with California Education Code Section 41020(f)(2), which governs the rotation of 

audit firms for charter schools and other local educational agencies. 

PURPOSE 

The purpose of this policy is to: 

1. Ensure compliance with California Education Code Section 41020(f)(2), specifically 

regarding audit firm rotation. 

2. Maintain the independence and objectivity of external auditors, thereby protecting the 

integrity and reliability of Navigator Schools' financial reporting. 

3. Encourage fresh insights and perspectives by preventing overly familiar relationships 

between the school and its auditors. 

4. Strengthen internal controls and accountability to stakeholders. 

5. Promote adherence to state regulations and best practices in financial oversight for 

nonprofit organizations. 

POLICY STATEMENT 

Audit Firm Rotation 

Navigator Schools shall not engage the same external audit firm for more than six consecutive 

fiscal years. After this period, the school must select a new audit firm through a competitive 

bidding process. A previously engaged audit firm may only be reconsidered after a minimum two-

year break following their last engagement, which aligns with California Education Code 

requirements. 

In exceptional cases, the Audit Committee may recommend applying for a waiver from the 

Education Audit Appeals Panel (EAAP). This waiver would extend the current audit firm's 
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engagement by one additional year if granted. Such an extension must be justified in writing and 

approved by the Board of Directors (see "Exceptions" below). 

Lead Audit Partner Rotation 

If the school retains the same audit firm due to an approved waiver, the lead audit partner assigned 

to Navigator Schools must rotate at least every five years. A two-year "cooling-off" period is 

required before a former lead audit partner can return to serve Navigator Schools in that role. This 

provision ensures continued objectivity and fresh perspectives while preserving institutional 

knowledge within the audit firm. 

Transition Process 

Planning for the transition to a new audit firm will begin at least twelve months before the current 

firm's engagement ends. The Audit Committee will oversee this transition to ensure the continuity 

of audit services and facilitate the smooth transfer of knowledge regarding the school's financial 

systems and internal controls. The Audit Committee will select a new audit firm based on 

qualifications, expertise, and experience with charter school and non-profit audits, ensuring 

sufficient onboarding time for the new auditors. 

Exceptions 

Exceptions to the six-year audit firm engagement limit can only occur through a waiver granted 

by the Education Audit Appeals Panel (EAAP). Such waivers must be recommended by the Audit 

Committee, approved by the Board of Directors, and supported by clear documentation explaining 

why the exception is necessary. Waivers should be rare and only pursued to maintain operational 

continuity or essential financial oversight. 

IMPLEMENTATION 

Responsibilities 

Audit Committee Responsibilities: 

1. Monitor the tenure of the current audit firm and lead audit partner. 

2. Initiate and support the CFOO throughout the selection process of a new audit firm, 

ensuring compliance with state regulations. 

3. Recommend the selected audit firm to the Board of Directors. 

4. Determine if applying for an EAAP waiver is appropriate and manage the process if 

needed. 

5. Ensure ongoing compliance with this policy and applicable state regulations. 

Chief Financial Operating Officer Responsibilities: 

1. Maintain accurate records of audit firm engagements and lead audit partner rotations. 
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2. Oversee selection and transition processes of a new audit firm, ensuring compliance 

with state regulations. 

3. Prepare necessary documentation for waiver applications when applicable. 

4. Ensure continuous and clear communication during transitions between audit firms. 

Selection Process 

The Audit Committee will oversee a transparent and thorough selection process, including: 

1. Develop a Request for Proposal (RFP) to solicit bids from qualified audit firms. 

2. Evaluating proposals based on experience, qualifications, audit methodology, staffing, and 

cost-effectiveness. 

3. Conducting interviews or presentations with finalist firms. 

4. Performing comprehensive reference checks on finalist firms. 

5. Documenting the entire selection process and presenting a final recommendation to the 

Board of Directors. 

The Audit Committee will ensure the chosen audit firm has relevant experience auditing charter 

schools and nonprofits and meets all statutory requirements. 

Documentation and Reporting 

The Audit Committee will maintain detailed records of: 

1. Tenure history of audit firms and lead audit partners. 

2. Competitive bidding and selection procedures for new audit firms. 

3. Any waiver applications submitted to the EAAP and their outcomes. 

The Audit Committee will provide an annual report to the Board of Directors outlining the 

status of audit firm engagements, upcoming rotation requirements, and compliance with this 

policy. 

CONCLUSION 

This policy ensures Navigator Schools complies with California Education Code Section 

41020(f)(2) by limiting audit firm engagements to a maximum of six consecutive fiscal years. 

Regular rotation of audit firms and lead partners safeguards the independence and objectivity of 

external audits, reinforcing accountability, transparency, and stakeholder confidence in the school's 

financial reporting. The Board of Directors, Audit Committee, and school administration share 

responsibility for implementing and adhering to this policy, thus maintaining robust financial 

governance and compliance standards. 
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