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Independent Auditors’ Report 
 
 
Board of Directors 
Confluence Academy, Inc. 
St. Louis, Missouri 
 
 
Report On The Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and each 
major fund of Confluence Academy LEA (the LEA), a Local Educational Agency (LEA) of 
Confluence Academy, Inc. (the Academy), as of and for the year ended June 30, 2017, and the 
related notes to the financial statements, which collectively comprise the LEA’s basic financial 
statements, as listed in the table of contents.  
 
Management’s Responsibility For The Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States.  Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditors’ judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error.  In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances but not for the purposes of 
expressing an opinion on the effectiveness of the entity’s internal control.  Accordingly, we express 
no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.  We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our opinions. 
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Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities and each major fund of the LEA as of 
June 30, 2017, and the respective changes in financial position for the year then ended, in 
accordance with accounting principles generally accepted in the United States of America. 
 
Financial Reporting Entity 
 
As discussed in Note 1, the basic financial statements of the LEA are intended to present the 
financial position and the changes in financial position of only that portion of the Academy that is 
attributable to the LEA.  They do not purport to, and do not, present fairly the financial position of 
the Academy as of June 30, 2017, and its changes in its financial position for the year then ended, 
in conformity with accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
Management’s Discussion and Analysis, the Budgetary Comparison Schedules, and the Schedule of 
Selected Pension Information, as listed in the table of contents, be presented to supplement the 
basic financial statements.  Such information, although not a part of the basic financial statements, 
is required by the Governmental Accounting Standards Board who considers it to be an essential 
part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context.  We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consisted of inquiries of management about 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 do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. 
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Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the LEA’s basic financial statements as a whole.  The accompanying 
supplementary information, as listed in the table of contents, is presented for purposes of additional 
analysis and is not a required part of the financial statements.  The schedules of (1) revenues, 
expenditures, and changes in fund balance - budget to actual - 2007 Bond Fund and (2) revenues by 
source - governmental funds are the responsibility of management and were derived from and 
relate directly to the underlying accounting and other records used to prepare the financial 
statements.  Such information has been subjected to the auditing procedures applied in the audit of 
the financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the 
financial statements or to the financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America.  In our 
opinion, the information is fairly stated in all material respects in relation to the financial 
statements as a whole. 
 
Other Reporting Required By Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 8, 2017 on our consideration of the LEA’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, 
and other matters.  The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing and not to provide an 
opinion on the internal control over financial reporting or on compliance.  That report is an integral 
part of an audit performed in accordance with Government Auditing Standards in considering 
LEA’s internal control over financial reporting and compliance.  
 

 
 
December 8, 2017 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
For The Year Ended June 30, 2017 

(Unaudited) 
 
The management’s discussion and analysis of Confluence Academy LEA’s (the LEA) 
financial performance provides an overall review of the LEA’s financial activities for the 
fiscal year ended June 30, 2017.  The intent of this discussion and analysis is to look at the 
LEA’s financial performance as a whole; readers should also review the financial 
statements, including the notes to the basic financial statements to enhance their 
understanding of the LEA’s financial performance. 
 
Financial Highlights 

Key financial highlights for 2017 are as follows: 
 
• In total, net position has decreased by $3,275,011 for total net position of 

$(12,428,446) at June 30, 2017. 
 
• General revenues accounted for $31,492,446 in revenue, or 83% of all revenues.  

Program specific revenues in the form of operating grants and contributions 
accounted for $6,333,956 or 17% of total revenues of $37,826,402. 

 
• Total assets of governmental activities are $39,046,459 and liabilities are 

$59,841,549.  Included in the liabilities is a $5,482,843 qualified low-income 
investment loan, an $17,865,000 general obligation bond, and a $25,524,126 GASB 
68 pension liability. 

 
• The LEA had $41,101,413 in expenses; only $6,333,956 of these expenses was offset 

by program specific grants or contributions.  
 
• The Governmental Funds, excluding the Debt Service Fund, had $37,824,836 in 

revenues and $37,705,753 in expenditures.  The fund balance of these funds 
decreased by $1,759,987 in 2017. 

 
Using This Generally Accepted Accounting Principles Report (GAAP) 

This annual report consists of a series of financial statements and notes to those 
statements.  The Statement of Net Position and the Statement of Activities provide 
information about the activities of the LEA as a whole and present a longer-term view of 
the LEA’s finances.  Fund financial statements for governmental activities provide 
information on how these services were financed in the short-term, as well as what 
remains for future spending.  The statements then proceed to provide an increasingly 
detailed look at specific financial activities. 
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Statement Of Net Position And The Statement Of Activities 

The view of the LEA as a whole looks at all financial transactions and asks the question, 
“How did we do financially during 2017?”  The Statement of Net Position and the 
Statement of Activities answer this question.  These statements include all significant 
assets and liabilities using the accrual basis of accounting similar to the accounting used 
by most private-sector companies.  This basis of accounting takes into account all of the 
current year’s revenues and expenses regardless of when cash is received or paid.  These 
two statements report the LEA’s net position and changes in net position.  This change in 
net position is important because it tells the reader that, for the LEA as a whole, the 
financial position of the LEA has improved or diminished.  The causes of this change may 
be the result of many factors, some financial, and some not.  In the Statement of Net 
Position and the Statement of Activities, the LEA reports governmental activities.  
Governmental activities are the activities where all of the LEA’s programs and services are 
reported including, but not limited to, instruction, support services, operation and 
maintenance of plant, pupil transportation and extracurricular activities.  The LEA does 
not have any business-type activities. 
 
Fund Financial Statements 

Fund financial statements provide detailed information about the LEA’s major funds.  The 
LEA’s major governmental funds are the General, Teachers’ and the Debt Service Funds. 
 
The LEA’s activities are reported in governmental funds, which focus on how money flows 
into and out of the funds and the balance left at fiscal year-end that is available for 
spending in the future periods.  These funds are reported using an accounting method 
called modified accrual accounting, which measures cash and all other financial assets that 
can readily be converted to cash.  The governmental fund statements provide a detailed 
short-term view of the LEA’s general government operations and the basic services it 
provides.  Governmental fund information helps you determine whether there are more or 
fewer financial resources that can be spent in the near future to finance educational 
programs.  The relationship (or differences) between governmental activities (reported in 
the Statement of Net Position and the Statement of Activities) and the governmental funds 
is reconciled in the financial statements. 
 
The LEA As A Whole 

Recall that the government-wide financial statements provide the perspective of the LEA 
as a whole. 
 
Table 1 provides a summary of the LEA’s statement of net position for fiscal year 2017 and 
2016: 
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2017 2016
Assets

Current and other assets 13,877,458$    16,068,261$    
Capital assets, net of accumulated depreciation 25,169,001         28,111,451         

Total Assets 39,046,459         44,179,712         

Deferred Outflows Of Resources
Deferred amounts related to pension plan 10,066,975         6,845,439            

Liabilities
Current liabilities 4,295,396           4,679,683            
Long-term liabilities 55,546,153         54,117,267         

Total Liabilities 59,841,549         58,796,950         

Deferred Outflows Of Resources
Deferred amounts related to pension plan 1,700,331           1,381,636            

Net Position
Net investment in capital assets (4,853,026)          (5,251,762)          
Reserve for debt service 1,889,264           1,878,916            
Reserve for capital improvements 11                       —                        
Unrestricted (9,464,695)          (5,780,589)          

Total Net Position (12,428,446)$  (9,153,435)$     
 

 
Total assets decreased by $5,133,253 mainly due to the $4,800,000 collection of a receivable 
with the State for a Proposition C Settlement in the prior year. Total liabilities increased 
by $1,044,599.  The increase is mainly due to additional GASB 68 pension liability of 
$4,770,072 net of the reduction in capital lease obligations.  Unrestricted net position of the 
LEA, the part of net position that can be used to finance day-to-day activities without 
constraints established by grants or legal requirements, decreased by approximately 
$3,684,106. 
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Table 2 shows the changes in net position for fiscal years 2017 and 2016. 
 

2017 2016
Revenues

Program Revenues:
Operating grants and contributions 6,333,956$      6,169,137$      

General Revenues:
State aid not restricted to specific purposes 31,276,161         37,518,432         
Interest and investment earnings 126,144              92,265                
Miscellaneous 90,141                64,639                

Total Revenues 37,826,402         43,844,473         

Program Expenses
Instruction 18,088,035         17,024,522         
Student services 1,756,772           1,638,638           
Instructional staff support 1,868,915           1,502,066           
General administration and central services 8,189,720           8,833,122           
Operation of plant 4,282,955           4,009,902           
Transportation 3,249,692           3,068,823           
Food service 1,882,272           1,796,845           
Interest and fiscal charges 1,783,052           2,166,756           

Total Program Expenses 41,101,413         40,040,674         

Change In Net Position (3,275,011)       3,803,799        

Net Position - Beginning Of Year (9,153,435)        (12,957,234)        

Net Position - End Of Year (12,428,446)$  (9,153,435)$     
 

 
Governmental Activities 

Revenues for the LEA’s governmental activities decreased by 13.8% or $6,018,071 and total 
expenses increased by 2.6% or $1,060,739.  The decrease in revenues is due to the 
$4,800,000 Proposition C Settlement with the State in FY16.  The increase in expenses is 
due primarily to an increase in GASB 68 pension expenses.  Instructional expenses 
increased by $1,063,513 from fiscal year 2016 to fiscal year 2017 and represented 44.0% of 
the LEA’s total expenses in fiscal year 2017. 
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The Statement of Activities shows the cost of program services and the grants and 
contributions offsetting those services.  Table 3 shows the total cost of services and the net 
cost of services.  That is, it identifies the cost of these services supported by unrestricted 
State aid and entitlements, interest and other miscellaneous sources. 
 

Total Cost Net Cost Total Cost Net Cost
Of Services Of Services Of Services Of Services

Instruction 18,088,035$   14,442,094$   17,024,522$    13,806,106$    
Student services 1,756,772       1,756,772       1,638,638        1,327,323        
Instructional staff support 1,868,915       1,538,012       1,502,066        1,502,066        
General administration 

and central services 8,189,720       8,189,720       8,833,122        8,833,122        
Operation of plant 4,282,955       4,282,955       4,009,902        4,009,902        
Transportation 3,249,692       2,936,461       3,068,823        2,564,160        
Food service 1,882,272       (161,609)        1,796,845        (337,898)          
Interest and fiscal charges 1,783,052       1,783,052       2,166,756        2,166,756        

Total Expenses 41,101,413$  34,767,457$  40,040,674$    33,871,537$    

2017 2016

 
 

Instruction expenses include activities directly dealing with the teaching of pupils and the 
interaction between teacher and pupil. 
 
Instructional staff support includes the activities involved with assisting staff with the 
content and process of teaching to pupils. 
 
General administration and central services include expenses associated with 
administrative and financial supervision of the LEA.  It also includes expenses related to 
planning, research, development and evaluation of support services, as well as the 
reporting of this information internally and to the public. 
 
Operation of plant activities involves keeping the school grounds, buildings, and equipment 
in an effective working condition. 
 
Transportation includes activities involved with the conveyance of students to and from 
school, as well as to and from school activities, as provided by state law. 
 
Food services include the preparation, delivery, and servicing of lunches, snacks and other 
incidental meals to students and school staff in connection with school activities. 
 
Interest and fiscal charges involve the transactions associated with the payment of interest 
and other related charges for debt of the LEA. 
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The LEA’s Funds 

Governmental Funds are accounted for using the modified accrual basis of accounting.  
General (Incidental) and Special Revenue (Teachers’) Funds are the main operating funds 
of the LEA.  These funds had total revenues of $37,826,402 and expenditures of 
$37,705,753.  The other major governmental fund (debt service projects) is a fund set up to 
account for the issuance of revenue bonds, the related spending of the proceeds, and the 
payment of debt service.  The total governmental fund balance at June 30, 2017 is 
$9,817,281.  The total net change for the year was a decrease of $1,749,639. 
 
General Fund Budgetary Highlights 

The LEA’s budget is prepared according to Missouri law and is based on accounting for 
transactions on a modified-accrual basis. 
 
The LEA uses site-based budgeting and the budgeting systems are designed to tightly 
control total site budgets but provide flexibility for site management. 
 
The LEA’s actual revenues were below its budget in the General Fund by $45,295. 
 
Capital Assets 

For 2017, significant capital assets activity occurred.  The balances at June 30, 2017 and 
2016 are as follows: 
 

Category 2017 2016

Land and land improvements 488,211$         488,211$       
Construction in progress 2,588               —                      
Buildings and building improvements 34,368,443      36,019,413       
Furniture and equipment 6,297,122        6,087,745         
Accumulated depreciation (15,987,363)     (14,483,918)      

Capital Assets, Net 25,169,001$   28,111,451$  
 

 
Additional information on capital assets can be found in Note 4 of this report. 
 
Long-Term Debt 

At June 30, 2017, the LEA had $17,865,000 in revenue bonds outstanding, $6,674,184 in 
capital lease obligations, and $5,482,843 from qualified low income community investment 
loans.  Proceeds from the bond issuances were used to purchase and renovate school 
buildings the LEA utilizes from its management company.  Additional information on long-
term debt can be found in Note 5 of this report. 
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Current Financial Issues And Concerns 

The LEA has experienced significant enrollment reductions at its two North City campuses 
(Aspire and Old North) which has led to lowered revenues and fund balances.  
Management has reacted to this issue by beginning to reduce employee costs at these two 
campuses, along with all its buildings.  The LEA is proud of its community support of the 
public schools.  The LEA became a Local Education Agency at the beginning of the 2008 
fiscal year and has operated as its own School District for ten fiscal years.  Also as a result 
of this change, the LEA received increased State revenues from the funds made available 
to Districts.  The LEA continues to examine ways to secure all of the revenues that it is 
entitled to receive. 
 
Contacting The LEA’s Financial Management 

This financial report is designed to provide our citizens, taxpayers, investors and creditors 
with a general overview of the LEA’s finances and to show the LEA’s accountability for the 
money it receives.  If you have questions about this report or need additional financial 
information, contact Jeff Kuntze, Chief Financial Officer at (314) 436-2313, phone 
extension 7010. 
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STATEMENT OF NET POSITION 
June 30, 2017 

 
Assets

Cash and cash equivalents 5,994,349$       
Accounts receivable:

State 850,838                
Federal 1,420,685             
From related affiliates 263,977                
Other 260,157                

Restricted assets:
Cash and cash equivalents 1,889,275             

Prepaid expenses 236,123                
Other current assets 2,800                    
Notes receivable - GCAA, net of allowance for 

doubtful accounts of $6,432,917) 659,254                
Notes receivable - Friends of Confluence Academy 2,300,000             
Capital assets:

Nondepreciable 490,799                
Depreciable, net 24,678,202           

Total Assets 39,046,459       

Deferred Outflows Of Resources
Deferred amounts related to pension contributions 1,358,995         
Deferred amounts related to differences between expected 

and actual experience 294,370            
Deferred amounts related to change in assumptions 3,248,009         
Deferred amounts related to difference between projected

and actual investment earnings 5,165,601         

Total Deferred Outflows Of Resources 10,066,975       

Liabilities
Accounts payable 1,219,232             
Accrued wages and related liabilities 2,683,601             
Accrued interest 47,667                  
Unearned revenue 344,896                
Noncurrent liabilities:

Net pension liability 25,524,126           
Long-term obligations - due within one year 1,191,363             
Long-term obligations - due in more than one year 28,830,664           

Total Liabilities 59,841,549           

Deferred Inflows Of Resources
Deferred amounts related to difference between expected and actual experience 353,568            
Deferred amounts related to change in proportional share 1,346,763         

Total Deferred Inflows Of Resources 1,700,331         

Net Position
Net investment in capital assets (4,853,026)           
Restricted for debt service 1,889,264             
Restricted for capital improvements 11                         
Unrestricted (9,464,695)           

Total Net Position (12,428,446)$    
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STATEMENT OF ACTIVITIES 
For The Year Ended June 30, 2017 

 
 
 

Net (Expenses)
Revenues

And Changes
Program Revenues In Net Position

Operating
Grants And Governmental

Functions Expenses Contributions Activities

Governmental Activities
Instruction 18,088,035$      3,645,941$     (14,442,094)$     
Student services 1,756,772             —                                 (1,756,772)                
Instructional staff support 1,868,915             330,903                        (1,538,012)                
General administration and 

central services 8,189,720             —                                 (8,189,720)                
Operation of plant 4,282,955             —                                 (4,282,955)                
Transportation 3,249,692             313,231                        (2,936,461)                
Food service 1,882,272             2,043,881                     161,609                    
Interest and fiscal charges 1,783,052             —                                 (1,783,052)                

Total Governmental Activities 41,101,413$      6,333,956$     (34,767,457)              

General Revenues
State aid not restricted to specific purposes 31,276,161               
Interest and investment earnings 126,144                    
Miscellaneous 90,141                      

31,492,446               

Change In Net Position (3,275,011)                

Net Position - Beginning Of Year (9,153,435)                

Net Position - End Of Year (12,428,446)$     
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BALANCE SHEET 
GOVERNMENTAL FUNDS 

June 30, 2017 
 
 

Total
Teachers' Series 2007 Governmental

General Fund Fund Bond Fund Funds
Assets

Cash and cash equivalents 5,994,349$       —$                  —$                    5,994,349$       
Accounts receivable:

State 850,838                —                    —                         850,838                
Federal 1,420,685             —                    —                         1,420,685             
Other 260,157                —                    —                         260,157                
From related affiliates 263,977                —                    —                         263,977                

Restricted assets:
Cash and cash equivalents 11                         —                    1,889,264             1,889,275             

Prepaid expenses 236,123                —                    —                         236,123                
Other current assets 2,800                    —                    —                         2,800                    
Notes receivable - GCAA, net of allowance

of doubtful accounts of $6,432,917 659,254                —                    —                         659,254                
Notes receivable - Friends of Confluence Academy 2,300,000             —                    —                         2,300,000             

Total Assets 11,988,194$     —$                  1,889,264$       13,877,458$     

Liabilities
Accounts payable 1,219,232$       —$                  —$                    1,219,232$       
Accrued wages 2,496,049             —                    —                         2,496,049             
Unearned revenue 344,896                —                    —                         344,896                

Total Liabilities 4,060,177             —                    —                         4,060,177             

Fund Balances
Nonspendable:

Prepaid expenses 236,123                —                    —                         236,123                
Other current assets 2,800                    —                    —                         2,800                    
Notes receivable 2,959,254             —                    —                         2,959,254             

Restricted for: 
Debt service —                         —                    1,889,264             1,889,264             
Capital improvements 11                         —                    —                         11                         

Unassigned 4,729,829             —                    —                         4,729,829             
Total Fund Balances 7,928,017             —                    1,889,264             9,817,281             

Total Liabilities And
Fund Balances 11,988,194$     —$                  1,889,264$       13,877,458$     
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RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS 
TO THE STATEMENT OF NET POSITION 

June 30, 2017 
 
 
 
 
Total fund balance - governmental funds 9,817,281$      

Amounts reported for governmental activities in the statement of net 
position are different because:

Capital assets used in governmental activities are not financial 
resources and, therefore, are not reported in the funds.  The cost of 
the assets is $41,156,364 and the accumulated depreciation is 
$15,987,363. 25,169,001         

Certain changes in the net pension liability are amortized over time 
and are not reported in the funds 8,366,644           

Long-term liabilities applicable to the LEA's governmental activities 
are not due and payable in the current period and, accordingly, are 
not reported as liabilities within the fund financial statements.  
Interest on long-term debt is not accrued in governmental funds, but 
rather is recognized as an expenditure when due.

Accrued interest on long-term debt (47,667)              
Accrued compensated absences (187,552)            
Bonds payable (17,865,000)       
Qualified low-income community investment loans payable (5,482,843)         
Capital lease obligations (6,674,184)         
Net pension liability (25,524,126)       

Total net position - governmental activities (12,428,446)$  
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STATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS 

For The Year Ended June 30, 2017 
 
 
 

Series 2007 Total
General Teachers' Bond Governmental

Fund Fund Fund Funds
Revenues

Local 292,236$         —$                  1,566$            293,802$         
State 14,708,437      16,829,899     —                    31,538,336         
Federal 5,283,438        710,826          —                    5,994,264           

Total Revenues 20,284,111      17,540,725     1,566              37,826,402         

Expenditures
Instruction 2,488,568        14,386,866     —                    16,875,434         
Student services 1,604,945        —                    —                    1,604,945           
Instructional staff support 699,531           1,051,993       —                    1,751,524           
General administration and

central services 5,307,462        2,101,866       —                    7,409,328           
Operation of plant 3,006,239        —                    109,750          3,115,989           
Transportation 3,249,692        —                    —                    3,249,692           
Food service 1,882,272        —                    —                    1,882,272           
Capital outlay 640,533           —                    —                    640,533              
Debt service:

Principal retirement 481,647           —                    780,000          1,261,647           
Interest and fiscal charges 804,139           —                    980,538          1,784,677           

Total Expenditures 20,165,028      17,540,725     1,870,288       39,576,041         

Revenues Over (Under) Expenditures 119,083           —                    (1,868,722)      (1,749,639)          

Other Financing Sources
Transfers in —                    —                    1,879,070       1,879,070           
Transfers out (1,879,070)       —                    —                    (1,879,070)          

Total Other Financing Sources (1,879,070)       —                    1,879,070       —                        

Net Change In Fund Balance (1,759,987)       —                    10,348            (1,749,639)          

Fund Balance - Beginning Of Year 9,688,004        —                    1,878,916       11,566,920         

Fund Balance - End Of Year 7,928,017$      —$                  1,889,264$     9,817,281$      
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RECONCILIATION OF THE STATEMENT OF REVENUES, 
EXPENDITURES AND CHANGES IN FUND BALANCES OF  

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
For The Year Ended June 30, 2017 

 
 
 
 
 
 
Total net change in fund balances - governmental funds (1,749,639)$     

Amounts reported for governmental activities in the statement of activities are 
different because:

Capital outlays are reported in the governmental funds as expenditures.  
However, in the statement of activities, the cost of those assets is allocated 
over their estimated useful lives and reported as depreciation expense.  This is 
the amount by which capital outlays over the capitalization threshold totaling 
$640,533 were less than depreciation of $1,652,644 in the current period.

(1,012,111)             

The issuance of long-term debt provides current financial resources to 
governmental funds, while the repayment of the principal of long-term debt 
consumes the current financial resources of governmental funds.  Neither 
transaction, however, has any effect on net assets.  Also, governmental funds 
report the effect of issuance costs, premiums, discounts and similar items 
when debt is first issued, whereas these amounts are deferred and amortized 
in the statement of activities.  This amount is the net effect of these 
differences in the treatment of long-term debt and related items.

Change in accrued interest payable 1,625                     

Change in accrued compensated absences (58,503)                  

Repayment of principal on bonds 780,000                 

Principal payments on capital lease 481,648                 

Net adjustments to capital lease due to lease amendments 149,199                 
Pension expense (1,867,230)             

Change in net position of governmental activities (3,275,011)$     
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NOTES TO BASIC FINANCIAL STATEMENTS 
June 30, 2017 

 
 
1. Basis Of Presentation 

 
The accompanying basic financial statements include the accounts of Confluence 
Academy, Inc. (the Academy) that are established as part of the Local Educational 
Agency, Confluence Academy LEA (the LEA).  The basic financial statements reflect 
only the assets, liabilities, deferred inflows, and outflows of resources, net 
position/fund balance and revenues and expenditures/expense of the LEA.  The LEA 
provides services to approximately 2,500 students and other community members.  
The LEA consists of four schools located in the City of St. Louis.  The middle/high 
school serves grades 7 through 12, and the other schools serve students primarily in 
grades Pre-K through 6. 
 
The LEA defines its reporting entity to include all component units for which the 
LEA is financially accountable.  The LEA is financially accountable for an 
organization if the LEA appoints a voting majority of the organization’s governing 
board and is able to impose its will on the potential component unit, or the 
relationship has the potential for creating specific financial benefits to, or impose 
specific financial burdens on, the LEA.  Management has determined there are no 
component units of the LEA, as defined under current accounting standards. 
 
The LEA’s basic financial statements have been prepared in accordance with 
accounting principles generally accepted in the United States of America (GAAP) 
applicable to state and local governments and consist of government-wide 
statements, including a statement of net position and a statement of activities, and 
fund financial statements, which provide a more detailed level of financial 
information. 
 
 

2. Summary Of Significant Accounting Policies 
 
Operations 

The Academy is a not-for-profit organization and a public Charter School located in 
the City of St. Louis, Missouri.  The Academy was established in 2000 under the 
Statutes of the State of Missouri and operates as a “six director” organization as 
described in the Articles of Incorporation.  The Academy operates two separate 
LEAs which are regulated by the Missouri Department of Elementary and 
Secondary Education.  The first LEA, Confluence Academy, was approved to be 
classified as a LEA of the State of Missouri, effective July 1, 2007.  The second LEA, 
Grand Center Arts Academy (GCAA), was approved as a LEA by the State of 
Missouri, effective April 19, 2010. 
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The mission of the Academy is to provide the highest quality education for its 
students.  Students are engaged and encouraged to excel in reading, math, science, 
technology, visual arts, and performing arts. 
 
Government-Wide Financial Statements 

The government-wide financial statements (i.e., the statement of net position and 
the statement of activities) report information on all of the nonfiduciary activities of 
the LEA.  The effect of interfund activity has been removed from these statements to 
minimize the duplication of internal activities. 

 
The statement of activities demonstrates the degree to which the direct expenses of 
a given function or segment is offset by program revenues.  Direct expenses are 
those that are clearly identifiable with a specific function or segment.  Program 
revenues include grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment.  State aid, 
unrestricted interest earnings, and other items not properly included among 
program revenues are reported instead as general revenues. 
 
Fund Financial Statements 

Following the government-wide financial statements are separate financial 
statements for the governmental funds.  Major individual governmental funds are 
reported as separate columns in the fund financial statements.  All of the LEA’s 
funds are major funds.  The total fund balance for the governmental funds is 
reconciled to total net position for governmental activities as shown on the 
statement of net position.  The net change in fund balance for the governmental 
funds is reconciled to the total change in net position as shown on the statement of 
activities in the government-wide financial statements. 
 
Governmental Fund Type 

Governmental funds are those through which most governmental functions of the 
LEA are financed.  The acquisition, use, and balances of the LEA’s expendable 
financial resources and the related liabilities are accounted for through 
governmental funds.  The measurement focus is upon determination of and changes 
in financial position rather than upon net income.  The LEA reports the following 
major governmental funds: 
 

General (Incidental) Fund - The General Fund accounts for general activities 
of the LEA, including expenditures for noncertified employees, pupil 
transportation costs, operation of plant, student activities, food service and 
textbooks, and any expenditure not required to be accounted for in another fund. 
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Teachers’ Fund - This is a special revenue fund used to account for financial 
resources and expenditures for certified employees involved in administration and 
instruction.  It includes revenues restricted by the State of Missouri to be used for 
the payment of teachers’ salaries, related benefits, and tuition for students. 

 
Series 2007 Bond Fund - This debt service fund is used to account for the 
accumulating resources for, and the payment of, long-term debt principal and 
interest related to the Series 2007 Revenue Bonds. 

 
Measurement Focus And Basis Of Accounting 

The government-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting.  All assets and 
liabilities associated with the operation of the LEA are included in the statement of 
net position.  Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of related cash flows.   
 
Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting.  With 
this measurement focus, only current assets and current liabilities generally are 
included on the balance sheet.  The statement of revenues, expenditures and 
changes in fund balances reports on the sources (i.e., revenues and other financing 
sources) and uses (i.e., expenditures and other financing uses) of current financial 
resources.  This approach differs from the manner in which the governmental 
activities of the government-wide financial statements are prepared.  Governmental 
fund financial statements, therefore, include a reconciliation with brief explanations 
to better identify the relationship between the government-wide statements and the 
statements for governmental funds. 
 
Basis of accounting determines when transactions are recorded in the financial 
records and reported on the financial statements.  Government-wide financial 
statements are prepared using the accrual basis of accounting.  Governmental funds 
use the modified accrual basis of accounting.  Differences in the accrual and 
modified accrual basis of accounting arise in the recognition of revenue, the 
recording of deferred revenue, and in the presentation of expenses versus 
expenditures. 

 
Revenue resulting from exchange transactions, in which each party gives and 
receives essentially equal value, is recorded on the accrual basis when the exchange 
takes place.  On a modified accrual basis, revenue is recorded in the year in which 
the resources are measurable and become available.  Available means that the 
resources will be collected within the current year or are expected to be collected 
soon enough thereafter to be used to pay liabilities of the current year. 
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Nonexchange transactions, in which the LEA receives value without directly giving 
equal value in return, include state aid, grants, entitlements, and donations.  
Revenue from grants, entitlements, and donations is recognized in the year in which 
all eligibility requirements have been satisfied.  Eligibility requirements include 
timing requirements, which specify the year when the resources are required to be 
used or the year when use is first permitted, matching requirements, in which the 
LEA must provide local resources to be used for a specified purpose, and expenditure 
requirements, in which the resources are provided to the LEA on a reimbursement 
basis.  On a modified accrual basis, revenue from nonexchange transactions must 
also be available before it can be recognized.  For the LEA, available means expected 
to be received within 120 days of year end. 
 
Under the modified accrual basis, the following revenue sources are considered to be 
both measurable and available at year end: state aid, tuition, fees, interest, and 
grants.  When both restricted and unrestricted resources are available for use, it is 
the LEA’s policy to use restricted resources first, then unrestricted resources as they 
are needed. 
 
Accounts Receivable 

Accounts receivable at June 30, 2017 consist of subsidies from federal and state 
authorities.  All receivables are considered by management to be fully collectible.  
Accordingly, no allowance for doubtful accounts is included in the financial 
statements. 

 
Cash, Cash Equivalents And Investments 

The LEA considers all highly liquid securities purchased with a maturity of three 
months or less to be cash equivalents.  The LEA accounts for its investments at fair 
value.   
 
Restricted Cash And Investments Held For Bonded Indebtedness 

Certain proceeds of the LEA’s bond and note issuances, as well as certain resources 
set aside for their repayment, are classified in restricted assets in accordance with 
the bond indentures and notes (Note 5). 
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Fair Value Measurements 

The LEA categorizes its fair value measurements within the fair value hierarchy 
established by generally accepted accounting principles.  The hierarchy is based on 
the valuation inputs used to measure the fair value of the asset.  Level 1 inputs are 
quoted prices in active markets for identical assets; Level 2 inputs are significant 
other observable inputs; Level 3 inputs are significant unobservable inputs. 

Capital Assets 

Capital assets, which include land, buildings, building improvements, and 
equipment, are reported in the governmental activities column of the government-
wide statement of net position but are not reported in the fund financial statements.   
 
All capital assets are capitalized at cost (or estimated historical cost) and updated 
for additions and retirements during the year.  Donated fixed assets are recorded at 
their acquisition value as of the date received.  The LEA does not possess any 
infrastructure.  Improvements are capitalized while the cost of normal maintenance 
and repairs that do not add to the value of the asset or materially extend an asset’s 
life are not. 
 
All reported capital assets except land and construction in progress are depreciated.  
Improvements are depreciated over the remaining useful lives of the related capital 
assets.  Assets held under capital lease are depreciated over the remaining lease 
term.  Depreciation is computed using the straight-line method over the following 
useful lives: 

Description Years 

  

Buildings and improvements 17 - 40 

Furniture and equipment 3 - 7 
 

Long-Term Liabilities 

In the government-wide financial statements, long-term debt and other long-term 
obligations are reported as liabilities in the governmental activities of the statement 
of net position.  Bond premiums and discounts are deferred and amortized over the 
life of the bonds using the straight-line method. 
 
Pensions 

Pension-related expenses, liabilities, deferred outflows of resources, and deferred 
inflows of resources have been determined on the same bases as they are reported by 
the Public School Retirement System of the City of St. Louis (the System).  For this 
purpose, benefit payments are recognized when due and payable in accordance with 
the benefit terms.  Investments are reported at fair value.  
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Fund Balance Classifications 

As of June 30, 2017, fund balances of the General, Teachers’, and Series 2007 Bond 
funds are classified as follows: 
 

Nonspendable - Amounts that cannot be spent either because they are in 
nonspendable form or because they are legally or contractually required to be 
maintained intact. 
 
Restricted - Amounts that can be spent only for specific purposes because of 
constitutional provisions or enabling legislation or because of constraints that 
are externally imposed by creditors, grantors, contributors, or the laws or 
regulations of other governments. 
 
Committed - Amounts that can be used only for specific purposes determined 
by a formal action of the LEA.  The Board of Directors of the Academy is the 
highest level of decision-making authority for the LEA.  Fund balance is 
committed by a majority vote of the Board of Directors by resolution.  
Modifications cannot be made to a committed balance without the approval of 
the Board. 
 
Assigned - Amounts that do not meet the criteria to be classified as restricted 
or committed but that are intended to be used for specific purposes.  Fund 
balance is assigned by the highest levels of management of the LEA, under 
the authority of the Chief Operating Officer.  Management assigns fund 
balance during the budgetary process. 
 
Unassigned - All other spendable amounts. 

 
When an expenditure is incurred for purposes for which both restricted and 
unrestricted fund balance is available, the LEA considers restricted funds to have 
been spent first.  When an expenditure is incurred in circumstances where 
committed, assigned, or unassigned fund balances are available, the LEA considers 
amounts to have been spent first out of committed funds, then assigned funds, and 
finally, unassigned funds, as needed, unless the LEA or the Board of Directors has 
provided otherwise in its commitment or assignment actions. 
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Net Position 

In the government-wide financial statements, net position is displayed in three 
components as follows: 
 

Net Investment In Capital Assets - This consists of capital assets, net of 
accumulated depreciation, less the outstanding balances of any bonds, notes, or 
other borrowings that are attributable to the acquisition, construction, or 
improvements of those assets.   
 
Restricted - This consists of net position that is legally restricted by outside 
parties or by law through constitutional provisions or enabling legislation.   
 
Unrestricted - This consists of net position that does not meet the definition of 
“restricted” or “net investment in capital assets.” 

 
Estimates 

The preparation of the financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the amounts reported in the financial 
statements and accompanying notes.  Actual results may differ from those 
estimates. 
 
Income Taxes  

The LEA is part of a qualified not-for-profit organization under Section 501(c)(3) of 
the Internal Revenue Code and is, therefore, exempt from federal income taxes. 
 
 

3. Deposits And Investments 
 
A summary of deposits and investments as of June 30, 2017 is as follows: 
 

Carrying
Value Fair Value

Deposits 3,048,727$    3,048,727$    
Money Market Mutual Funds 4,834,897         4,834,897         

7,883,624$    7,883,624$    
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Investment Policy 

The LEA does not have a formal investment policy.  The LEA is required to comply 
with the investment guidelines set forth in the bond indenture for funds related to 
bonds. 
 
For other funds, Missouri State Statutes allow the LEA to invest in United States 
Treasury securities, government agency and instrumentality obligations, 
repurchased agreements collateralized by government securities, time certificates of 
deposit, bankers’ acceptances issued by domestic commercial banks, and commercial 
paper issued by domestic corporations. 
 
Credit Risk 

The following table provides information on the credit ratings of securities held by 
the LEA:  

S&P Fair Value

Federated Prime Obligation Money Market
Fund AAAm 4,834,897$    

 
 

Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates in the market will 
adversely affect the fair value of an investment.  
 
The investments of the LEA had the following maturities as of June 30, 2017: 
 

Less Than
Investment Type Fair Value One Year

Federated Prime Obligation Money Market
Fund 4,834,897$    4,834,897$     

 
Custodial Risk 

For investments, custodial credit risk is the risk that in the event of the failure of 
the counterparty to a transaction, the LEA will not be able to recover the value of 
the investments or collateral securities that are in the possession of an outside party. 
 
For deposits, custodial credit risk is the risk that in the event of bank failure, the 
LEA’s deposits may not be returned to it.  Protection of the LEA’s deposits is 
provided by the Federal Deposit Insurance Corporation (FDIC), by eligible securities 
pledged by the financial institution or by a single collateral pool established by the 
financial institution.  At June 30, 2017, the LEA had no material deposits that were 
uninsured and uncollateralized. 
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The LEA has the following recurring fair value measurement as of June 30, 2017: 
 Money Market funds of $4,834,897 valued at quotes priced in active 

markets (Level 1). 
 
 

4. Capital Assets 
 
Capital asset activity for the year ended June 30, 2017 is as follows: 

 
Balance Balance

June 30, 2016 Additions Deletions Transfers June 30, 2017
Governmental Activities:
Capital assets, not being

depreciated:
Land 488,211$            —$                 —$                —$            488,211$           
Construction in progress —                          2,588              —                     —                  2,588                    

Total capital assets, not
being depreciated 488,211                 2,588              —                     —                  490,799                

Capital assets being depreciated:
Buildings and nonmoveable

equipment 36,019,413            428,568          2,079,538         —                  34,368,443           
Moveable equipment 6,087,745              209,377          —                     —                  6,297,122             

Total capital assets
being depreciated 42,107,158            637,945          2,079,538         —                  40,665,565           

Less accumulated depreciation for:
Buildings and nonmoveable

equipment 9,034,525              1,339,742       149,199            —                  10,225,068           
Movable equipment 5,449,393              312,902          —                     —                  5,762,295             

Total accumulated
depreciation 14,483,918            1,652,644       149,199            —                  15,987,363           

Total capital assets being 
depreciated, net 27,623,240            (1,014,699)     1,930,339         —                  24,678,202           

Governmental activities
capital assets, net 28,111,451$       (1,012,111)$   1,930,339$    —$            25,169,001$       

 
Depreciation expense was charged to functions of the governmental activities as 
follows: 

General administration and central services 545,671$       
Operation of plant 1,106,973      

Total governmental activities depreciation
expense 1,652,644$    
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5. Long-Term Obligation 
 

During the fiscal year ended June 30, 2017, the following changes occurred in long-
term obligations: 

Due
Beginning Ended Within

July 1, 2016 Additions Retirements June 30, 2017 One Year

Series 2007A revenue bonds 18,645,000$     —$              780,000$         17,865,000$         815,000$       
Qualified low income community

 investment loans 5,482,843         —                      —                       5,482,843             96,516           
Capital lease obligations 9,235,370         —                      2,561,186           6,674,184             279,847         

33,363,213$     —$              3,341,186$      30,022,027$         1,191,363$    

 
Revenue Bonds 

During the fiscal year ended June 30, 2007, the Academy issued Industrial 
Development Authority of the City of St. Louis, Missouri Revenue Bonds, in the 
amount of $23,180,000 (Series 2007A).  The interest rates for the bonds range from 
4.375% to 5.35%.  The bond proceeds were used to purchase three buildings (Old 
North, South City, and Aspire Academy), and the land on which they reside.  The 
remaining proceeds were used to pay back the LEA’s former management company, 
Edison Schools, Inc. (Edison), for a line of credit, and to renovate the buildings 
purchased.  The bonds are scheduled to mature at various dates through June 2032.   

 
The Series 2007A Revenue Bonds contain certain covenants related to liquidity, 
student enrollment, and pledged revenues which apply to the Academy as a whole, 
not specifically the LEA.  As of June 30, 2017, the Academy was in compliance with 
all covenants as defined in the bond documents, with the exception of the liquidity 
covenant. These bonds also have debt service reserve restriction requirements in 
amounts equal to $1,722,161.  At June 30, 2017, funds held in the reserve funds 
were in compliance with the required reserve amounts. 
 
Effective July 1, 2012, a First Supplemental Loan and Trust Agreement was entered 
into amending the Original Loan and Trust Agreement dated February 1, 2007.  
Amendments consist of changes to provisions for working capital loans and the use 
of a management company whereby the Academy may be self-managed. 
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Obligations related to the general obligation bonds (Series 2007A) are payable in 
varying amounts through 2032.  Annual principal and interest requirements to 
maturity on these bonds as of June 30, 2017 are as follows: 

 

Year Ending June 30 Principal Interest

2018 815,000$       941,538$       
2019 855,000            900,788            
2020 900,000            858,038            
2021 945,000            813,038            
2022 995,000            763,425            
2023-2027 5,810,000         2,976,168         
2028-2032 7,545,000         1,252,971         

Total 17,865,000$  8,505,966$    

Series 2007A

 
 

Qualified Low-Income Community Investment Loans 

During 2011, Confluence Academy, Inc. entered into two separate qualified low 
income community investment (QLICI) loan agreements totaling $9,600,000 with an 
unrelated entity created as part of a new market tax credit financing agreement.  
Note A (totaling $5,413,000) and Note B (totaling $4,187,000) were funded in 
November 2010.  The proceeds from these two loans were used to finance capital 
improvements at the Confluence Preparatory Academy, which is a member school of 
the LEA, and also to finance construction of the new Beaux Arts Center, which is 
the location of a separate school building and is part of a separate affiliated Local 
Education Agency, Grand Center Arts Academy.  Total borrowings on the notes of 
$9,600,000 have been allocated ratably to the LEA and GCAA LEA based on use of 
funds during the initial year.  Interest accrues annually at 1.85% and is paid in 
monthly installments through December 31, 2017, at which time monthly payments 
of both interest and principal are due through November 1, 2040.  
 
In connection with an exit transaction effective September 2017 (See Note 11) the 
notes were assigned to a related party, Friends of Confluence Academy, and were 
subsequently forgiven. 
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Annual principal and interest requirements to maturity on these loans as of 
June 30, 2017 are as follows: 
 

Year Ending June 30 Principal Interest

2018 168,992$       176,950$       
2019 342,706             171,578             
2020 349,100             165,183             
2021 355,613             158,670             
2022 362,248             152,035             
2023-2027 1,915,178         656,237             
2028-2032 2,100,633         470,782             
2033-2037 2,304,048         267,367             
2038-2041 1,701,482         55,652               

9,600,000         2,274,454         
Less:  Allocated to GCAA 4,117,157         975,446             

Total 5,482,843$    1,299,008$    

QLICI Loans

 
 
Capital Lease Obligation  

The LEA has entered into lease agreements which qualify as capital leases.  See 
Note 9 for further information. 

 
 
6. Related Party Transactions 

 
The LEA will from time to time advance funds to its affiliated entities, Friends of 
Confluence (Friends) and Grand Center Arts Academy LEA (GCAA LEA).  Advances 
under these arrangements are unsecured and do not bear interest.  As of June 30, 
2017, the amount due from GCAA LEA was $246,727. 
 
In addition, Friends made grants to the LEA in 2017 in the amount of $60,436. 
In addition, on December 15, 2016, the LEA entered into a promissory agreement 
with Friends in the amount of $2,300,000 for the purpose of acquiring the North 
Building of the Confluence Preparatory Academy.  The note shall bear interest 
annually at 1.5%.  At June 30, 2017, interest receivable amounted to $17,250.  See 
Note 9 for additional details on the purchase agreement.  Interest only will accrue 
until maturity.  The final payment, including accrued interest, will be due on the 
sooner of (a) the date that is 10 years after the origination date; or (b) Friends 
conveyance of title to the property and will be for all principal and all accrued 
interest not yet paid.   
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In addition, the LEA has entered into six separate note receivable agreements with 
an affiliated entity, GCAA LEA, for working capital purposes.  Advances under 
these notes are unsecured and bear interest at 1.5% annually.  Payments of interest 
only on all notes are due monthly beginning July 2011 through June 2020.  Beginning 
in July 2020, payments of principal and interest are due monthly through maturity of 
the notes in June 2025.   
 
As of June 30, 2017, the LEA recorded an allowance on the note receivable in the 
amount of $6,432,917 that management estimates may be uncollectible. 
 
The notes receivable mature according to the following schedule: 
 

Year Ending June 30 Amount

2018 —$                 
2019 —                      
2020 —                      
2021 1,387,002         
2022 1,407,951         
Thereafter 6,597,218         

9,392,171$    
 

 
 
7. Retirement Plan 

 
General Information About The Pension Plan 

Plan description.  Benefit eligible employees of the LEA are provided with pensions 
through the Public School Retirement System of the City of St. Louis (the System) - 
a cost-sharing multiple-employer defined benefit pension plan.  The System issues 
an annual Comprehensive Annual Financial Report (CAFR), a publicly available 
financial report that can be obtained at www.psrsstl.org. 
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Benefits provided.  The System provides retirement, disability, death, and survivor 
benefits for employees of St. Louis Public Schools, employees of the System, and 
employees of the Charter Schools located within St. Louis.  The specific benefit 
provisions are set forth in RSMo.  Chapters 169.410-.540 and general provisions are 
set forth in RSMo.  Chapters 169.560-.597 and 105.660-.691.  The statutes assign 
responsibility for the administration of the system to an 11-member Board of 
Trustees.  Upon retirement at age 65, or at any age if age plus years of credit service 
equals or exceeds 85 (Rule of 85), members receive monthly payments for life of 
yearly benefits equal to years of credit service multiplied by 2% of average final 
compensation but not to exceed 60% of average final compensation.  Early 
retirement can occur at age 60 with 5 years of service.  The service retirement 
allowance is reduced five-ninths of one percent for each month of commencement 
prior to age 65 or the age at which the Rule of 85 would have been satisfied had the 
employee continued working until that age, if earlier.  
 
Contributions.  Employees in the System are required to contribute 5.0 percent of 
their annual covered salary and the LEA is required to contribute a percentage of its 
employees’ covered compensation as determined annually by an actuarial valuation 
of the System.  The LEA’s required contribution rate from July 1, 2016 through 
December 31, 2016, was 15.14%, and from January 1, 2017 through June 30, 2017 
was 15.73%.  Member contributions to the System for the year ended June, 30, 2017 
were $854,935.  The LEA’s contributions for the fiscal year ended June 30, 2017 
were $2,639,715.  These contributions were 100% of the requirement contributions 
for the current year.  
 
Pension Liabilities, Pension Expense, And Deferred Outflows Of Resources 
And Deferred Inflows Of Resources Related To Pensions 

At June 30, 2017, the LEA reported a liability of $25,524,126 as its proportionate 
share of the net pension liability.  The net pension liability was measured as of 
December 31, 2016, and the total pension liability used to calculate the net pension 
liability was determined by an actuarial valuation as of that date.   
 
The LEA’s proportion of the net pension liability was based on the LEA’s actual 
employer’s compensation relative to the actual compensation of all participating 
employers for the System’s plan year ended December 31, 2016.  At December 31, 
2016, the LEA’s proportion was 6.14 percent, a decrease from its proportion of 6.44 
percent used to allocate the liability as of December 31, 2015.  
 
There were no changes in benefit terms during the System’s plan year ended 
December 31, 2016, that affected the measurement of total pension liability. 
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For the year ended June 30, 2017, the LEA recognized a pension expense of 
$1,867,230.  At June 30, 2017, the LEA reported deferred outflows of resources 
related to pensions from the following sources: 
 

Deferred Deferred 
Outflows Inflows

Of Resources Of Resources

Differences between expected and actual experience 294,370$          353,568$          
Net difference between projected and actual earnings

 on investments 5,165,601            —                        
Amount related to change in proportional share —                        1,346,763            
Amounts related to change in assumption 3,248,009            
LEA contributions subsequent to the

 measurement date of 12/31/16 1,358,995 —                        

Total 10,066,975$    1,700,331$      

 
Deferred outflows of resources of $1,358,995 resulting from LEA contributions 
subsequent to the measurement date will be recognized as a reduction of the net 
pension liability in the year ended June 30, 2018.  Other amounts reported as 
deferred outflows of resources and deferred inflows of resources related to pensions 
will be recognized in pension expense in the LEA’s fiscal year following the System’s 
fiscal year as follows: 

Year  Amount

2018 2,336,334$    
2019 2,336,334         
2020 2,057,390         
2021 277,591             

7,007,649$    

Amortization Schedule
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Actuarial assumptions.  The total pension liability in the December 31, 2016 
actuarial valuation, which is also the date of measurement for actuarial purposes, 
was determined using the following actuarial assumptions, applied to all periods 
included in the measurement: 

 
Inflation 3.5 percent, approximate 

Salary increases 
5.0  percent annually for the first five years and 3.5 
percent annually after that, average 

Investment rate of 
return 

 7.5 percent per year, compounded annually, net after 
investment expenses and including inflation 

 

Mortality rates were based on the RP-2014 combined healthy mortality table 
projected to 2017 with Scale AA.   

 
The actuarial assumptions used in the December 31, 2016 valuation were based on 
the results of actual experience of the System. 
 
The following is the LEA’s target allocation policy:   
 

Asset Class Policy Allocation

U.S. equity 22.0%
Non-U.S. equity 19.0%
Global equity 5.0%
Fixed income 21.0%
Real estate 5.0%
Private markets 7.0%
Hedge funds 9.0%
GAA 12.0%
Total 100.0%

 
The long-term expected rate of return is determined by discounting 30-Year 
Nominal returns with a 3% 30-year US CPI assumption.  The capital market 
assumptions as of December 31, 2016 are as follows: 
 

Asset Class Policy Allocation
U.S. equity 6.2%
Non-U.S. equity 7.9%
Global equity 6.8%
Fixed income 2.1%
Real estate 4.6%
Private markets 7.7%
Hedge funds 4.2%
GAA 5.0%
Total 5.4%  
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Discount rate.  The discount rate used to measure the total pension liability was 7.5 
percent.  The projection of cash flows used to determine the discount rate assumed 
that employee contributions will be made at the current contribution rate and that 
contributions from employers will be made at required rates, actuarially 
determined.  Based on those assumptions, the pension plan’s fiduciary net position 
was projected to be available to make all projected future benefit payments of 
current active and inactive employees.  Therefore, the long-term expected rate of 
return on pension plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability.  
 
Sensitivity of the LEA’s proportionate share of the net pension liability to changes in 
the discount rate.  The following presents the LEA’s proportionate share of the net 
pension liability calculated using the discount rate of 7.5 percent, as well as what 
the LEA’s proportionate share of the net pension liability would be if it were 
calculated using a discount rate that is 1-percentage-point lower (6.5 percent) or 1-
percentage-point higher (8.5 percent) than the current rate: 
 

Current Discount
1% Decrease Rate 1% Increase

(6.5%) (7.5%) (8.5%)
LEA's proportionate share of the

 net pension liability 33,222,997$              25,524,126$                 18,989,128$                

 
Pension plan fiduciary net position.  Detailed information about the pension plan’s 
fiduciary net position is available in the separately issued System financial report.  
 
Payables To The Pension Plan 

The LEA did not report any payables to the System for June 30, 2017. 
 
 
8. Risk Management 

 
The LEA is exposed to various risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural 
disasters.  The LEA believes it maintains adequate insurance to protect itself from 
such risks.   
 
Settled claims have not exceeded commercial coverage in any of the past three fiscal 
years.  There have been no significant reductions in insurance coverage from the 
prior year. 
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9. Leases 
 

Operating Leases 

The LEA leases office space located at 611 N. Tenth St. (Curlee Lease).  The Curlee 
Lease commenced on July 1, 2009 and terminates on February 28, 2018.  The lease 
agreement was amended in October 2010 and June 2012 to include additional space 
and rent.  Monthly rent for the current year was $6,773 and total rent expense 
recorded under this lease during the year ended June 30, 2017, was $77,358.  Future 
commitments under this lease are as follows: 
 

Fiscal Year Ending June 30 Amount

2018 52,168$      

 
The LEA also leases a facility located at 3112 Meramec (Meramec Lease).  The 
Meramec Lease commenced on July 1, 2006, and terminated on June 30, 2011, with 
the option for automatic yearly renewals thereafter through 2041.  Total rent 
expense recorded under this lease during the year ended June 30, 2017 was 
$114,948. 
 
Capital Leases 

In 2009, the LEA entered into a facility lease at 1415 Olive (Olive Lease) for the 
Confluence Preparatory Academy High School.  The Olive Lease commenced on 
May 27, 2009, with a rent commencement date of October 1, 2009, and terminates 
on May 26, 2029, with the option to extend for five separate five-year terms.  
Starting with the completion of the first year of the lease and each year thereafter, 
the LEA is obligated to increase the rentable square feet of the premises from 41,447 
to a gross measured area of 126,364 square feet by the end of the sixth year.  The 
minimum lease payments charged to the LEA will fluctuate according to lease terms 
as expansion space is added annually to the premises.   
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Based on the provisions of the lease agreement at inception, the LEA has 
determined that the lease meets the criteria of a capital lease.  Assets leased by the 
LEA consist of a building and tenant improvements with an aggregate fair value at 
inception of $7,227,445.  The lease has an implied interest rate of 11.2% based on 
the present value of the future minimum lease payments.   
 

Year Ending June 30 Amount

2018 1,014,000$      
2019 1,014,000           
2020 1,014,000           
2021 1,014,000           
2022 1,014,000           
2023-2027 5,070,000           
2028-2029 2,028,003           
Total minimum lease payments 12,168,003         
Less: Amount representing interest 5,493,819           

Present value of net minimum lease 
payments 6,674,184$       

 
 

The leased building and tenant improvements under capital lease at June 30, 2017 
include the following: 
 

Building 4,810,065$    
Tenant improvements 2,717,057         

7,527,122         
Less:  Accumulated amortization 3,500,100         

4,027,022$    
 

 
Amortization of the leased building and improvements under capital lease is 
included with depreciation expense. 
 
The Academy shall have the option to purchase the North Building, Atrium and 150 
parking spaces as a condominium during the period commencing September 30, 
2016, and ending August 31, 2019, for a purchase price of $40 per square foot and 
the remaining balance of tenant improvement costs, if any, paid by the Landlord. 
Effective December 22, 2016, Confluence, with its affiliated entity, Friends of 
Confluence (Friends), entered into a Sixth Amendment to the Lease Agreement and 
in connection with the amended lease a Purchase and Sale Agreement with St. Louis 
Public Library FCB Building Corporation (FCB) to purchase the North Building in a 
condominium arrangement with FCB. 
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The Lease was amended for a variety of items but most importantly, commencing 
January 1, 2017, the Academy shall pay base rent for the property in the annual 
amount of $1,014,000.  Also commencing on the closing date of the purchase of the 
building, FCB shall assign the Lease to Friends and Friends shall assume the rights 
and obligations of Landlord under the Lease, and thereafter Friends shall act as 
Landlord under the terms of the Lease.  
 
Pursuant to the Purchase and Sale Agreement, the agreed upon purchase and sale 
price of $8.9 million is comprised of $5.0 million for the North Building and $3.9 
million representing the unpaid balance of tenant improvement costs previously 
incurred by FCB for Confluence.  As of June 30, 2017, Friends made a down 
payment of $2.25 million, which was applied toward the unpaid tenant improvement 
balance.  The remaining balance of the purchase and sale price of $6.7 million will 
be paid in equal installments. 
 
 

10. Commitments And Contingencies 
 
Amounts received or receivable from federal and state agencies are subject to agency 
audit and adjustment.  Any disallowed claims or errors in reporting, including 
amounts already collected, may constitute a liability of the applicable fund.  The 
amount, if any, of funds which may be disallowed by the agencies cannot be 
determined at this time although the LEA expects such amounts, if any, to be 
immaterial.  
 
 

11. Subsequent Events 
 
Effective September 6, 2017, an exit transaction coinciding with the expiration of the 
seven year new market tax credit financing agreement investment period was 
executed.  The original agreements and lease included both a “put” and “purchase” 
option, respectively.  The put option was exercised on the date noted above, along 
with other agreements as part of the exit transactions resulting in the following: 
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A CDE Redemption Agreement was entered into by St. Louis New Markets Tax 
Credit Fund-X, LLC (the Company) and its 99.9% owned affiliate USB SLDC X 
Investment Fund, LLC (Investor Fund).  Pursuant to the agreement, the Company 
purchased and redeemed the Investor Fund’s interest and in consideration for such 
Investor Fund interest, the Company conveyed, assigned and transferred all of the 
Company’s remaining rights, title and interest in the QLICI loan agreements to 
Friends in the aggregate original principal amount of $9,600,000 made by the 
Company and the Academy (See note 5). 
 
Friends assumed ownership of the Investment Fund as part of the Put Option 
Agreement entered into with U.S. Bank National Association (USBNA).  USBNA 
owned a 100% interest in the Investor Fund.  
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN 
FUND BALANCES - BUDGET TO ACTUAL  

GENERAL FUND 
For The Year Ended June 30, 2017 

 
 
 
 
 

Variance
Final With Final

Budget Actual Budget
Revenues

Local 100,000$       292,236$       192,236$       
State 15,113,208       14,708,437       (404,771)           
Federal 5,116,198         5,283,438         167,240             

Total Revenues 20,329,406       20,284,111       (45,295)             

Expenditures
Instruction 2,902,109         2,488,568         413,541             
Student services 1,601,617         1,604,945         (3,328)               
Instructional staff support 792,051             699,531             92,520               
General administration and central services 7,512,532         5,307,462         2,205,070         
Operation of plant 2,641,905         3,006,239         (364,334)           
Transportation 3,110,586         3,249,692         (139,106)           
Food service 2,005,000         1,882,272         122,728             
Capital outlay 598,000             640,533             (42,533)             
Debt service:

Principal retirement 328,954             481,647             (152,693)           
Interest and fiscal charges 1,118,289         804,139             314,150             

Total Expenditures 22,611,043       20,165,028       2,446,015         

Revenues Over Expenditures (2,281,637)        119,083             2,400,720         

Other Financing Uses
Transfer out (1,874,538)        (1,879,070)        (4,532)               

Net Change In Fund Balance (4,156,175)$   (1,759,987)$   2,396,188$    
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN 
FUND BALANCES - BUDGET TO ACTUAL  

TEACHERS’ FUND 
For The Year Ended June 30, 2017 

 
 
 
 
 
 
 
 

Variance
Final With Final

Budget Actual Budget
Revenues

State 17,354,014$  16,829,899$  (524,115)$      
Federal 428,388            710,826            282,438            

Total Revenues 17,782,402       17,540,725       (241,677)           

Expenditures
Instruction 14,604,529       14,386,866       217,663            
Instructional staff support 1,001,341         1,051,993         (50,652)             
General administration and central services 2,176,532         2,101,866         74,666              

Total Expenditures 17,782,402       17,540,725       241,677            

Net Change In Fund Balance —$                 —$                 —$                 
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NOTES TO SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES 
 IN FUND BALANCES - BUDGET TO ACTUAL 

June 30, 2017 
 
 
1. Explanation Of Budgetary Process 
 

The LEA’s budgetary practices are intended to conform to Chapter 67 of the Revised 
Missouri State Statutes and are prepared on a basis consistent with accounting 
principles generally accepted in the United States of America.  The LEA did prepare 
a budget for the Teachers’ Fund and the Debt Service Fund.  The budget is in 
accordance with Chapter 67. 

 
The LEA follows these procedures in establishing the budgetary data reflected in the 
financial statements. 

 
a. Prior to March 31, the financial personnel at the Resource Office work with 

each school site to determine revenue, as well as personnel and nonpersonnel 
cost projections, for the upcoming year. 

 
b. Preliminary budgets are analyzed and revised during April through June. 
 
c. Prior to June 30, a final budget is proposed and presented to the LEA’s Board 

for review, approval and adoption. 
 
d. Expenditures may not exceed budget appropriations at the fund level. 
 
e. The Board must authorize any material amendments. 

 
 

  
 



CONFLUENCE ACADEMY LEA 

 

 Page 41 

SCHEDULES OF SELECTED PENSION INFORMATION 
PUBLIC SCHOOL RETIREMENT SYSTEM OF THE CITY OF ST. LOUIS 

June 30, 2017 
 
 
Schedule Of LEA’s Proportionate Share Of The Net Pension Liability 
 

Measurement Date
As Of December 31:

Actuarial valuation date 2016 2015 2014

LEA's proportion of the net pension liability 6.1400% 6.4400% 6.8700%
LEA's proportionate share of the net pension liability 25,524,126$  20,754,054$  18,211,411$  
LEA's covered-employee payroll 16,803,965       14,515,603       15,101,401       
LEA's proportionate share of net pension liability 

as a percentage of its covered-employee payroll 151.89% 142.98% 120.59%
Plan fiduciary net position as a percentage of the total pension

liability 67.16% 72.94% 77.95%

 
 

Schedule Of LEA’s Contribution 
 

Fiscal year
As Of June 30:

Fiscal Year 2017 2016 2015

Required contribution 2,639,715$    2,595,087$    2,788,326$    
Contributions in relation to the required contribution 2,639,715         2,595,087         2,788,326         
LEA's covered-employee payroll 16,444,791       16,006,204       14,938,797       
Contributions as a percentage of covered-employee payroll 16.05% 16.21% 18.66%

Notes:  
 Above schedules are intended to show information for 10 years.  Additional 

years will be displayed as they become available.  
 

Changes Of Benefit Terms Or Assumptions 

There were no changes to benefit terms in the plan for the year ended December 31, 
2016.  Changes to assumptions in valuation reports for the year ended December 31, 
2016 include the following:  1) revised investment return assumption of 7.50% based 
on analysis of asset allocation; 2) updated withdrawal assumption based on Plan 
experience for the 5 years ending December 31, 2015; 3) updated retirement 
assumption based on Plan experience for the 5 years ending December 31, 2015; 4) 
revised salary increase assumption; and 5) updated mortality assumption, reflecting 
most recent mortality improvements. 
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN 
FUND BALANCES - BUDGET TO ACTUAL  

2007 BOND FUND 
For The Year Ended June 30, 2017 

 
 
 
 
 
 
 
 

Variance
Final With Final

Budget Actual Budget

Revenues —$                 1,566$           1,566$           

Expenditures
Operation of plant —                      109,750            (109,750)           
Capital outlay 117,000            —                      117,000            
Debt service:

Principal retirement 780,000            780,000            —                      
Bond issue costs 977,538            980,538            (3,000)               

Total Expenditures 1,874,538         1,870,288         4,250                

Expenditures Over Revenues (1,874,538)        (1,868,722)        5,816                

Other Financing Sources
Transfer in 1,874,538         1,879,070         4,532                

Net Change In Fund Balance —$                 10,348$         10,348$         
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SCHEDULE OF REVENUES BY SOURCE - GOVERNMENTAL FUNDS 
For The Year Ended June 30, 2017 

 
 
 
 
 
 
 
 
Local

Earnings on investments and notes 126,144$       
Other local 167,658             

Total Local 293,802             

State
Basic formula 21,763,765       
Transportation 245,310             
Remedial reading 1,717,514         
Free and reduced lunch/at risk 3,229,525         
LEP 1,052,461         
Proposition C 3,512,896         
Food service 15,038               
Other restricted revenue 1,827                 

Total State 31,538,336       

Federal
Food service 2,019,246         
ESEA - schoolwide program 2,592,021         
IDEA 712,576             
Professional development 330,905             
Medicaid 225,782             
Other restricted revenue 113,734             

Total Federal 5,994,264         

37,826,402$  
 

 
 
 




