Procurement Department
MEMORANDUM

TO: ALL RFP2026-016 PROPOSERS
FROM: JENNIFER JENKINS

SUBJECT: ADDENDUM #1

DATE: 4/10/2026

CC: RFP2026-016 FILE

ADDENDUM NO. 1

REVISION TO CONTRACT START DATE:
This Addendum is issued to modify the contract start date previously established in RFP2026-016
Annual Financial Statement Audit Services.

e Original Start Date: July 1, 2026
e Revised Start Date: June 9, 2026

CLARIFICATION ON CONTRACT AWARD:
The City of Germantown is requesting pricing for three distinct options as outlined in Attachment 9.2:
Cost Proposal Format:

e Option 1: City of Germantown and Germantown Municipal School District (Combined)

e Option 2: City of Germantown Only

e Option 3: Germantown Municipal School District Only

Notice to Proposers:

The City reserves the right to evaluate the “Total Proposed Fee” for each option independently. At the
City’s sole discretion, the award of this RFP may be made to a single Proposer for the combined
services (Option 1) or two separate Proposers for the individual entities (Options 2 and 3), depending
on which combination is determined to be the most advantageous to the City.

QUESTIONS SUBMITTED BY VENDORS:

1. What were the prior year audit fees?
Response: The prior year audit fees can be obtained through the open records request process through the
City of Germantown website.

2. What is the level of effort/hours that the incumbent has provided for the previous year's audits?
Response: The City does not have access to this information.
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1.

How much time does your audit firm typically spend on-site? Are there abilities to conduct portions of the
audit engagement remotely? Does the City have a preference for on-site verses remote work?

Response: The audit team spends approximately 3 weeks at City Hall and approximately 2 weeks at
GMSD. There are opportunities to conduct portions of the audit engagement remotely, however access to
the City’s enterprise software is limited to on-site only.

Is the incumbent allowed to bid?
Response: Yes

Have there been any internal audit procedures or other processes we should be aware of that might impact
the nature of the work required?
Response: No

Are there any improvements you would like to see in the audit process?

Response: The City values a collaborative and efficient audit process and welcomes opportunities for
continuous improvement. Technological enhancements can streamline the coordination of audit requests to
minimize duplicate requests across multiple staff.

Are there any significant changes in operations in the current year vs. the prior year including changes in
policies and procedures, personnel, or the reporting entity?

Response: There are no significant changes in operations, personnel, or the reporting entity. The debt
policy was revised in FY26.

Why is the City requesting a proposal? (i.e. rotation cycle, fresh perspective desired, governing board
request, cost)

Response: The City recognizes the state’s desire for auditor rotation for greater transparency and
independence in reporting.

Journal Entry Questions:

Q1 Please comment and/or provide journal entries proposed by the auditors in the prior year?

Response: FY25 auditor proposed journal entries for the City: (1) move grant receivable/deferred revenue
to grant revenue, (2) equity roll adjustment for timing difference in FY24, (3) pension & OPEB adjustments
related to reporting pension & OPEB in arrears beginning in FY25 for contributions made subsequent to the
measurement date, (4) adjustments to bond amortizations to reconcile difference in effective interest
method vs straight-line method, (5) GASB 101 adjustments in enterprise funds.

Q2 Have the auditors historically proposed journal entries as a result of the fieldwork (aside from the GASB
conversion entries)? If there are generally entries proposed, could you share the nature of the entries?
Response: FY24 auditor proposed journal entries for the City were for lease/SBITA adjustments and bond
interest. Proposed entries are historically adjustments to City-prepared entries and there were no findings as
a result of those entries.

Please comment and/or provide a listing of findings or comments made by the auditor to the governing
body. Are copies of all auditor submitted documents from the prior year available for review? (i.e.
management letter, governance communication)

Response: The governance letter is provided. Please also see the Schedule of Findings and Questioned
Costs in the FY25 ACFR.

Any items in management letters that have been subsequently addressed?
Response: Yes. Please also see GMSD’s Management Corrective Action Plan in the FY25 ACFR.
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Please comment on extent of decentralized operations within the City? Describe any decentralized
accounting functions that may require site visits during the audit.

Response: All accounting functions for the City reside at City Hall, and all accounting functions for GMSD
reside at the GMSD office.

What computer systems are used for general ledger operations? Which systems manually interface with
the general ledger? Which systems automatically interface with the general ledger?

Response: The City uses an enterprise system, Central Square, for GL operations. The timekeeping
software, Executime, has a manual interface with Central Square.

Please comment on the City’s quality of the documentation of the accounting systems, policies and
procedures.
Response: The City has thorough documentation regarding our systems, policies, and procedures.

Has there been any disagreement with the current auditor firm? If yes, please provide some background on
the issue.
Response: There have been no disagreements with the current audit firm.

Has there been any untimely (not retirement related) resignations of management level employees?
Response: No

Has the City investigated a fraud in the last two years?
Response: No

What are the two most significant issues facing the City in the next two years?
Response: here is a potential property tax cap in the legislature currently, and the new state estimated
population calculations could reduce the City’s state shared tax revenue.

In the previous three fiscal years, have there been any additional billings/change orders related to the audits
in excess of the fixed base fees? If so, to what extent and for what reason(s)?

Response: The only additional fees incurred were for the auditor preparation of the COA Crosswalk for
FY23 and FY24. The City prepared the crosswalk for FY25 so no fees were incurred.

In the RFP the City asks for proposals for “(1) the City of Germantown and the Germantown Municipal
School District, (2) only the City of Germantown, and (3) only the Germantown Municipal School District.”
Does the City intend to issue a single contract or potentially issue separate contracts for the City & School
District Audits?

Response: There is the potential to award separate contracts. See the “Clarification on Contract Award”
section in Addendum #1 above.

Please also confirm that this section is referring to the City of Germantown ACFR and the Germantown
Municipal School District Internal School Funds Audit.

Response: The auding firm that is awarded the GMSD FY26 financial statement audit contract is expected
to also perform the GMSD Internal School Funds audit under a separate contract that is not part of this RFP.
The audit firm selected will work directly with GMSD to secure the ISF audit contract.

Are we to submit one proposal with all three option pricing scenarios, or do we choose option 1, option 2,
OR (versus AND) option 3 and include pricing for just that option?
Response: Please submit one proposal with all three pricing scenarios.

Are the Pension and OPEB Trusts audited by other auditors or only audited within the City ACFR?
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Response: The City and GMSD pension & OPEB audits are conducted in conjunction with the annual
financial statement audit as presented in the ACFR. No other audit firm is used.

What does the City consider “evidence” of authority to contractually bind the company?

Response: Evidence of authority may include, but is not limited to, a certified copy of a Corporate
Resolution, an excerpt from the Corporate Bylaws, a Power of Attorney, a Statement of Authority, a letter of
attestation signed by the Company President, a copy of the firm’s most recent Secretary of the State filing
listing the signer as an authorized officer, or an internal signature authority policy.

When are the books closed and records ready for fieldwork to begin each year? Is the timing similar for
both the City and the School District? Do you anticipate interim fieldwork?

Response: Both the City and GMSD prepare trial balances by August 31. The majority of the City’s and
GMSD’s PBC items will be ready the first or second week of September, with several portions complete
prior to August 31. We appreciate the opportunity for interim fieldwork whenever possible.

Could you tell us what kind of interim planning procedures could be performed prior to year-end?
Response: Interim planning procedures that can be performed prior to year end include (1) review of prior
year work, (2) evaluation of financial systems and access controls, (3) Single Audit planning, (4) interim
substantive testing for revenues, expenditures, and payroll, and (5) internal control system evaluation /
control testing. This would be in addition to discussions regarding the City/GMSD entities to gain
understanding, risk assessment discussions, etc.

How involved is the City's team in preparing the draft of the financial statements? Does the audit firm
currently prepare all of the statements and related footnotes? What about the supplemental information,
RSl and statistical information?

Response: The audit firm currently prepares all of the statements and related footnotes. City/GMSD staff
prepares the MD&A. RSl is prepared by the auditor. Supporting Schedules (ACFR Exhibits E) and Statistical
Section (ACFR Exhibits F) are largely prepared by City/GMSD staff.

Please describe your level of participation in preparation of the Schedule or Federal Awards and Schedule
of State Awards?

Response: The City prepares a draft of the SEFA for the audit. The GMSD SEFA is entirely prepared by the
audit firm.

Please describe the process to estimate your group health insurance liability (IBNR)?
Response: Our TPA, Wellnet, provides us with IBNR reports at the end of June and end of August. We
adjust our liability balance for retiree IBNR and active + COBRA IBNR accordingly.

Are there new or significantly expanded federal or state grant programs that may affect major program
determination?
Response: None for both the City and GMSD.

Is your account coding comparable to the state’s chart of accounts or is there a significant amount of work
necessary for the state’s cross-walk upload?

Response: There is a significant amount of work necessary for the crosswalk upload, however the City
prepares the state crosswalk template for auditor submission.

Do you anticipate any notable changes in the nature of your federal funding that would impact your Uniform
Guidance Audit?
Response: No changes anticipated for both the City and GMSD.
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Are there any material current events that will affect the City during the first fiscal year of the contract (debt
issuances, capital projected, changing software, new programs, loss/gain of major funding source...)?
Response: There will be no new debt issued in FY26, however the City plans to begin the debt issuance
process in June 2026 for capital projects. The initial authorizing resolution and award will occur in FY27.
There are no software changes or new programs and no loss/gain of major funding sources outside of a
property tax increase in FY26.

Are there any anticipated changes to the audit scope for FY2026 (e.g., additional funds becoming major,
new enterprise activities)?
Response: One special revenue fund will close and a new one will be created.

For your most recent audit, were there any additional services provided by the current auditors? If so, what
were they and what were the fees?
Response: There were no additional services provided for the FY25 audit.

What ERP software is the City currently using? Is the same software used for general ledger, procurement,
human resources, capital assets and payroll processing?

Response: The City uses Central Square, and it is used for GL, procurement, human resources, fixed
assets, and payroll processing. Central Square also handles utilities, taxes, inventory, P-cards, and cash
receipts.

Outside of the audit process, how does the City find/define value from its auditors (e.g., benchmarking,
GASB implementation planning, or internal control observations)?

Response: We value a strong auditor relationship with open communication throughout the year. We
appreciate auditor guidance and expertise when we have questions. Keeping us informed with changes in
the sector, best practices, and opportunities for education are very valuable. A strong partnership with the
audit firm is something we rely on.

Were there any audit or passed adjustments discovered by the auditors during the most recent audit?
Response: For the City FY25 audit, there were no audit adjustments or passed adjustments. Please see
the Schedule of Findings and Questioned Costs in the FY25 ACFR and the Governance Letter for the
GMSD audit adjustments.

When is the trial balance and other PBCs typically ready for the auditors?

Response: The trial balance is ready by August 31 each year. The majority of PBC items are ready for the
auditors in the first/second week of September, with the majority of items uploaded to the audit portal before
August 31.

When are the GPAC audit financial statements available?
Response: The GPAC audited financial statements are typically available at the end of September for
presentation at the mid-October GPAC finance committee meeting.

Questions for Germantown Municipal School District

41.

42.

What specific benefits would you like to achieve by having a district-wide audit separate from the City’s
audit?

Response: GMSD would benefit from a more in-depth audit focused solely on the school district and
applicable state standards.

Is your current auditor presenting a report to your school board? What is your desired frequency of
communication with the school board (planning, preliminary results, final report, etc.)?

Response: The current auditor does not present to the school board, but the report is provided to the board
by staff. The preference is for the GMSD board and superintendent to have more communication with the
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auditor. GMSD would like to meet with the audit firm in person after the audit is complete for a more formal
review and opportunity for staff feedback.

What are the most significant issues facing GMSD in the next two years?
Response: The most significant issues that GMSD will face in the next two years is student enroliment and
health insurance costs.

We understand the Internal School Funds auditor is already engaged for FY26. Do you plan to align this
audit with the new auditor in FY27, if a change is made?
Response: Yes

When do you expect the FY26 Internal School funds audit to be complete?
Response: The FY26 Internal School Funds audit is typically completed in July/August.

What ERP does GMSD use? Is the same software used for general ledger, procurement, human resources,
and payroll processing?

Response: GMSD uses Sykward for district-level operations and School Cash online for school-level
operations.

When is the trial balance and other PBCs typically ready for the auditors?

Response: Historically, the TB and other PBC items have been ready for the auditors by the start of
fieldwork at GMSD (typically October). However, under new leadership, the goal is to have the TB prepared
by August 31 with PBC files ready by mid-September.

What is your preferred fieldwork time and deadline? Do you anticipate interim fieldwork?

Response: The preferred fieldwork would take place at GMSD during the last week of September and
completed before fall break in mid-October. There is an opportunity for interim fieldwork on certain accounts
and transactions.

Please describe your expected level of participation in the draft of the financial statements (i.e. PBCs to
support all footnotes, MDA schedules, and supplement schedules)?

Response: GMSD staff will prepare the requested PBC items. The GMSD portion of the MD&A is
completed by GMSD staff and sent to the City for combination with the rest of the MD&A. RSl is prepared by
the auditor. Supporting Schedules (ACFR Exhibits E) and Statistical Section (ACFR Exhibits F) are largely
prepared by City/GMSD staff.

Are there any material current events that will affect the School during the first fiscal year of the contract
(e.g., changing software, new programs, loss/gain of major funding source...)?
Response: The Skyward software will migrate to the Skyward Qmlativ platform in May 2027.

Are there any significant capital projects planned?

Response: Capital projects planned are HHS bathroom renovations, Riverdale bathroom renovations,
Farmington sprinkler system installation and ductwork replacement, Farmington fire alarm system
replacement, HHS southern field addition, painting at Dogwood, Riverdale orchestra addition, and HHS
flooring phase .

Are there new or significantly expanded federal or state grant programs that may affect major program
determination?
Response: No

Were there any audit or passed adjustments discovered by the auditors during the most recent audit?



Response: Yes. Please see the Schedule of Findings and Questioned Costs in the FY25 ACFR and the
Governance Letter for the GMSD audit adjustments.

Vendor shall acknowledge receipt of this Addendum #1 consisting of 11 pages by signing and dating below.
Please email to Procurement@germantown-tn.gov

Company Name Date
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COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE
AT THE CONCLUSION OF THE AUDIT

December 26, 2025

To the Honorable Mike Palzzolo, Mayor
And the Board of Alderman
City of Germantown, Tennessee

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Germantown, Tennessee (the “City”) for the year ended June 30, 2025.
Professional standards require that we provide you with information about our responsibilities under
generally accepted auditing standards, Government Auditing Standards, and the Uniform Guidance, as
well as certain information related to the planned scope and timing of our audit. We have communicated
such information in our letter to you dated August 22, 2025. Professional standards also require that we
communicate to you the following information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the City of Germantown, Tennessee are described in Note 1 to the financial
statements. As described in Note 1 to the financial statements, the City changed accounting policies
related to compensated absences by adopting Statement of Governmental Accounting Standards (GASB
Statement) No. 101, Compensated Absences, in 2025 and did not have a material effect on beginning
net position. We noted no transactions entered into by the City during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the City’s financial statements
were:
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Management’s estimate of the allowance for doubtful accounts is based on historical
collection rates and an analysis of the collectability of individual accounts. We evaluated
the methods, assumptions, and data used to develop the allowance for doubtful accounts
in determining that it is reasonable in relation to the financial statements taken as a whole.

Management’'s estimate of the net pension liability and related deferred outflows and
deferred inflows of the pension plan is based on actuarial assumptions. We evaluated the
key factors and assumptions used to develop the estimates in determining that it is
reasonable in relation to the financial statements taken as a whole.

Management’'s estimate of the net other postemployment benefit liability and related
deferred outflows and deferred inflows of the other postemployment benefit is based on
actuarial assumptions. We evaluated the key factors and assumptions used to develop the
estimates in determining that it is reasonable in relation to the financial statements taken
as a whole.

Management’s estimates of the allowance for depreciation is based on historical lives of
capital assets. We evaluated the key factors and assumptions used to develop the
allowances for depreciation in determining that it is reasonable in relation to the financial
statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements was:

The disclosure of the pension plans and other postemployment benefits as explained in Note 10,
11, and 12, respectively to the financial statements; due to significant estimates based on
actuarial studies.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. The following material misstatements detected as a result of audit procedures were
corrected by management:

Adjustments included, as they relate to Germantown Municipal School District, the recording of
year-end intergovernmental receivables and unavailable revenue in the General Purpose School
Fund for recurring revenue sources and the recognition of an incurred but not reported (IBNR)
claims liability in the Health Insurance Internal Service Fund. Additional audit adjustments
included reclassification of grant revenue when eligibility requirements were met, recording
pension-related investment activity at the fund level, and corrections necessary to support capital
asset balances and depreciation for government-wide reporting purposes.



Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated December 26, 2025.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the City’s financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the City’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

During our audit, we identified deficiencies in internal control over financial reporting that we considered
to be material weaknesses and significant deficiencies. These matters primarily related to year-end
accrual procedures for intergovernmental revenues, the recording of incurred but not reported health
insurance claims liabilities, monitoring and implementation of new accounting standards, recognition of
grant revenue, recording of pension-related investment activity at the fund level, and controls over capital
asset records and reconciliations. These deficiencies are described in more detail in the Schedule of
Findings and Questioned Costs. Our consideration of internal control was for the limited purpose
described above and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies.

Other Matters

We applied certain limited procedures to management’s discussion and analysis, which is required
supplementary information (RSI) that supplements the basic financial statements. Our procedures
consisted of inquiries of management regarding the methods of preparing the information and comparing
the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We did
not audit the RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on the combining and individual fund statements and schedules, and the
schedule of expenditures of federal awards and state financial assistance, which accompany the
financial statements but are not RSI. With respect to this supplementary information, we made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with accounting principles generally accepted in the United
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States of America, the method of preparing it has not changed from the prior period, and the information
is appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.

We were not engaged to report on the introductory and statistical sections, which accompany the
financial statements but are not RSI. Such information has not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on it

Restriction on Use

This information is intended solely for the information and use of the Board and Alderman and
management of City of Germantown, Tennessee and is not intended to be, and should not be, used by
anyone other than these specified parties.

Sincerely,

Wa%w G hradl, Pupe
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