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Board of Directors
Confluence Academy, Inc. and Friends of Confluence Academy
St. Louis, Missouri

Dear Ladies and Gentlemen:

We are pleased to have the opportunity to meet with you to discuss the results of our audit engagement of Confluence 
Academy, Inc. including Confluence Academy LEA, Grand Center Arts Academy LEA and Friends of Confluence 
Academy for the year ended June 30, 2019. The accompanying report presents information regarding the scope of our 
audits and other matters, which summarize the results of our audit engagement.

We thank you for the opportunity to be of continued service to Confluence Academy, Inc. We have received excellent 
cooperation and assistance from management and staff, both with respect to access to records, supporting 
documentation and responses to inquiries. No limitations were imposed on our audit procedures or the extent of our 
audit.
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Auditor Communications

Board of Directors
Confluence Academy, Inc. and Friends of Confluence Academy
St. Louis, Missouri

We have audited the basic financial statements of Confluence Academy, Inc. (the Academy), which includes a
separate audit for Friends of Confluence Academy (Friends), for the year ended June 30, 2019. Our audits were
performed in accordance with auditing standards generally accepted in the United States of America and, except for
Friends, 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 from material misstatement and presented in
accordance with accounting principles generally accepted in the United States of America. Our audits involved
performing procedures to obtain evidence supporting the amounts and disclosures in the financial statements. We also
evaluated the appropriateness of accounting policies used by the Academy and the reasonableness of significant
accounting estimates made by the Academy’s management, as well as evaluated the overall presentation of the
financial statements.

Auditing standards require the auditor to ensure that those charged with corporate governance receive additional
information regarding the scope and results of the audits that may assist the governing body in overseeing the financial
reporting and disclosure process for which management is responsible. The following section describes matters which are
required to be reported to you.

This information is intended solely for the use of the Board of Directors of Confluence Academy, Inc. and Friends and is
not intended to be and should not be used by anyone other than these specified parties.
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Auditor Communications (Continued)

AREA COMMENTS
Auditors’ Responsibility Under U.S. Generally Accepted Auditing 
Standards
Our responsibility, as described by professional standards, is to 
express opinions about whether the consolidated financial 
statements prepared by management with our assistance are 
fairly presented, in all material respects, in conformity with U.S. 
generally accepted accounting principles and that 
Confluence Academy, Inc. and all related entitles (the 
Academy) has complied in all material respects with the 
applicable compliance requirements of its major federal 
programs. Our audit of the consolidated financial statements 
does not relieve you or management of responsibility for the 
accuracy of the financial statements.

As part of our audit, we considered the internal control of the 
Academy.  Such considerations were solely for the purpose of 
determining our audit procedures and not to provide any 
assurance concerning such internal control.  

Reports issued by RubinBrown LLP:
 Friends of Confluence Academy

 An unmodified opinion on the financial statements of 
Friends of Confluence Academy.

 Confluence Academy, Inc. Consolidated

 An unmodified opinion on the consolidated financial 
statement of Confluence Academy, Inc.

 Our Independent Auditors’ Report on internal control 
over financial reporting and on compliance and other 
matters based on an audit of financial statements 
performed in accordance with Government Auditing 
Standards.

 An unmodified opinion on compliance with 
requirements applicable to major federal programs and 
our report on internal control over compliance in 
accordance with Uniform Guidance.

 An unmodified opinion on state compliance 
requirements relating to transportation statutes, 
attendance, and budgets.

 An Independent Accountants’ Report attesting to 
certain debt covenants related to the Academy, as 
defined in the Loan and Trust Agreement.

 Form 990 tax returns.
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Auditor Communications (Continued)

AREA COMMENTS
Other Information In Documents Containing Audited Financial 
Statements

To our knowledge, the 2019 audited financial statements are 
not included within any other document.

Planned Scope And Timing Of The Audit We performed the audit according to the planned scope and 
timing that was previously communicated to you and in the 
engagement letter, dated July 26, 2019, regarding the nature, 
timing and extent of our audit procedures. 

Qualitative Aspects Of Accounting Practices  Significant accounting policies are described in Note 1 for 
each statement audited.

 The Organization adopted FASB Accounts Standards 
Update (ASU) 2016-14, Presentation of Financial Statement 
for Not-for-Profit Entities, which effected the presentation 
and disclosures related to net assets, functional expenses 
and liquidity.  

 Except as noted above, no new accounting policies were 
adopted and the application of existing policies was not 
changed.

 We noted no transactions entered into during the year for 
which there was a lack of authoritative guidance or 
consensus.

 No significant transactions have been recognized in a 
different period than when the transactions occurred.
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Auditor Communications (Continued)

AREA COMMENTS
Management Judgments And Accounting Estimates
The preparation of the financial statements requires the use of 
accounting estimates.  Certain estimates are particularly 
sensitive due to their significance to the financial statements 
and the possibility that future events may differ significantly 
from management’s expectations.

We evaluated the key factors and assumptions used to 
develop the estimates noted at right in determining that these 
amounts are reasonable in relation to the financial statements 
taken as a whole.

The most notable estimates affecting the financial statements 
are:

 Depreciation on capital assets

 Fair value of minimum lease payments on capital lease 
agreements with the Beaux Arts and the Sun Theatre, as 
well as the related amortization expense

 Expenses are charged to program services and supporting 
activities on the basis of management’s estimates on how 
resources are specifically utilized. Expenses that are directly 
identifiable with the costs of operating the program 
including advertising, depreciation, utilities, interest on 
bonds, instructional services, insurance, interest lease 
purchase, materials and supplies, membership, travel and 
recruiting, professional services, rental and repairs and 
maintenance  are allocated directly to that function. 
Personnel costs, including salaries, benefits, and taxes are 
charged to the program and supporting activities on the 
basis of monthly time and expenses reports.  Expenses that 
are not directly identifiable to a specific function and are 
related to space usage, including advertising, instructional 
services, interest lease purchase, materials and supplies, 
memberships, travel and recruiting, professional services, 
rental and repairs and maintenance.
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Auditor Communications (Continued)

AREA COMMENTS
Financial Statement Disclosures
The disclosures are neutral, consistent and clear.  Certain 
disclosures are particularly sensitive because of their 
significance to the financial statements’ users.  The most 
sensitive disclosures affecting the financial statements are:

The most sensitive disclosures affecting the financial   
statements are:

 Disclosure of Liquidity and Availability of Financial Assets

 Disclosure on LEA Notes Receivable

 Disclosure on Long-Term Debt

 Disclosure on Leases (related to capital leases with the 
Beaux Arts and the Sun Theatre)

 Disclosure for Building Acquisitions and Related Financing

 Disclosure for Subsequent Events

Difficulties Encountered In Performing The Audit There were no difficulties encountered in dealing with 
management related to performance of the audit.

Corrected And Uncorrected Misstatements Confluence Academy
Management has corrected all audit adjustments considered 
to be material, either individually or in the aggregate, which 
collectively decreased net assets by $42,219, related to rental 
expense paid to Friends.

There were no accumulated uncorrected misstatements 
recorded in the current year.
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Auditor Communications (Continued)

AREA COMMENTS
Corrected And Uncorrected Misstatements Friends

Management has corrected all audit adjustments considered to 
be material, either individually or in the aggregate, which 
collectively increased net position by $42,219, related to rental 
income from Confluence.

There were no accumulated uncorrected misstatements 
recorded in the current year.

Disagreements With Management For purposes of this letter, professional standards define a 
disagreement with management as a financial accounting, 
reporting, or auditing matter, whether or not resolved to our 
satisfaction, that could be significant to the financial statements 
or the auditors’ report.  We are pleased to report that no such 
disagreements arose during the course of our audit.  

Management Representations

Please see attached management representation letters.

We requested certain representations from management that 
are included in the attached letters.
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Auditor Communications (Continued)

AREA COMMENTS
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 
an entity’s financial statements or a determination of the type of 
auditors’ 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 There were no matters of significant discussion that affected our 
retention as the Academy’s auditors.
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Prior Year Single Audit Findings

Single Audit Finding – 2018-001 – Procurement, Suspension and Debarment
RubinBrown noted that controls over compliance put in place by management were not operating effectively as it
relates to procurement, suspension and debarment. Several instances were noted during testing where the Organization
was not following its procurement policy. RubinBrown noted that contract files did not originally document the significant
history of the procurement, indicate that the procurement provided full and open competition, and document the
rationale for limited competition for contracts where competition was limited nor document that an appropriate
cost/price analysis was performed. In addition, ongoing contracts were not subsequently reviewed to add this
appropriate documentation. RubinBrown also noted one instance that no verification that the contractor was not
suspended or debarred was obtained before the contract was executed.

Follow-up: This finding was remediated during 2019. Controls were implemented related to procurement to ensure that
the proper procedures are being followed in the event of procuring an item or service and verifying that the provider is
not suspended or debarred.



Confluence Academy, Inc.

10For Board And Management Use Only

Prior Year Opportunity For Improvement 

Single Audit Recommendation
During the testing of allowable costs, RubinBrown noted for one out of twenty-seven employees tested management
could not find the employee’s fiscal year 2017-18 contract. RubinBrown was unable to verify the employee’s payment
amount as well as determine that the amount charged to the grant was correct. RubinBrown recommends that all
employee contracts are maintained.

During the testing of the cohort average used to calculate the graduation rate, RubinBrown noted that notes were not
taken or retained as it relates to students being removed from the average. RubinBrown recommends that notes be
taken and support be retained for each student that is removed from the average; including notes covering verbal
conversations with families or search results verifying that students moved districts.

Follow-Up: RubinBrown performed testing for fiscal year 2019 noting that the items above were not repeated.
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Data Analysis:  Summary Of Procedures

RubinBrown performed the following analysis during the audit:

 Benford’s Law Analysis on disbursements during the fiscal year to see if the pattern of disbursements is as expected

 Analyze top vendors based on payments made to those vendors during the current and prior fiscal years

 Identify potential duplicate amounts to a single vendor - No unusual items noted.

 Identify gaps in the check sequence - No unusual items noted.

 Perform journal entry testing utilizing the complete general ledger detail - No unusual items noted.
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Emerging Financial Reporting Issues -
Summary Of Effective Dates

TOPIC EFFECTIVE DATE

Revenue Recognition For the year ended June 30, 2020

Contributions Received and Made Clarification For the year ended June 30, 2020

Lease Accounting For the year ended June 30, 2021
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Revenue Recognition - Background

ASU 2014-09 – Revenue from Contracts with Customers (Topic 606)
Effective July 1, 2019
Contributions are specifically excluded, but this ASU will apply to transactions with customers such as:
 Certain government (and other) grants and contracts
 Medicaid and private pay services
 Service fees
 Bifurcation of transactions between contributions and exchange transactions

Revenue recognition for transactions would be reviewed to:
 Identify the contract(s) with the customer
 Identify the performance obligation
 Determine the transaction price
 Allocate the transaction price
 Recognize revenue when (or as) a performance obligation is satisfied



Confluence Academy, Inc.

14For Board And Management Use Only

Below are suggested activities for the implementation of ASU 2014-09, which is effective for the Organization for the year
ended June 30, 2020:

REFERENCE 
NUMBER KEY ACTIVITY RESPONSIBLE PERSON

TARGET 
COMPLETION 

DATE
1 Prepare an inventory of revenue streams

2 Analyze each revenue stream under the new standard

3 Formulate preliminary conclusions

4 Auditor checkpoint

5 Update prior analysis as needed

6 Identify changes required for internal control

7 Identify changes required for IT systems

8 Document impact on stakeholders and planned communications

9 Implement changes

10 Post-implementation review

Revenue Recognition - Implementation Plan
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Contributions Received And Contributions Made 
Clarification

ASU 2018-08: Not-for-Profit Entities: Clarifying the Scope and the Accounting Guidance For Contributions Received and
Contributions Made
 Provides guidance on:

 Characterizing grants and similar contracts with government agencies and others as reciprocal transactions
(exchange transactions) or nonreciprocal transactions (contributions)
 Additional considerations added to evaluate whether the resource provider is receiving commensurate value
 Expectation is this will result in more government agency funding being accounted for as conditional

contributions
 Determining whether a contribution is conditional or unconditional

 The definition of conditional has been revised such that a contribution is conditional if:
 A barrier must be overcome AND
 There is a right of return of assets transferred or a right of release of promisor’s obligation to transfer assets

 Effective Dates
 For resource recipients, this is effective for fiscal year end 2020
 For resource providers, this is effective for fiscal year end 2021
 Early adoption is permitted
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Right-of-use asset
Lease liability

Amortization 
expense

Interest expense

Cash paid for 
principal and 

interest payments

Right-of-use asset
Lease liability

Single lease 
expense on a 

straight-line basis

Cash paid for 
lease payments

Financing 
(Type A)

Statement of Financial Position

Operating 
(Type B)

Statement of Cash FlowsStatement of Activities

ASU 2017-02 - Leases (Topic 842)
 All leases greater than 12 months shall be classified as:

 Type A (Financing) - if the term of the lease is for a major part of the remaining economic life of the underlying 
asset (such as leases for equipment, vehicles, etc.)

 Type B (Operating) - lease of property (such as land, all/part of a building, etc.)

 Effective for public companies (including not-for-profit organizations with publicly traded or conduit debt) for 
annual and interim periods beginning after December 15, 2018 and for all other entities for annual periods 
beginning after December 15, 2019; however, early adoption is permitted

Lease Accounting
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Independent Auditors’ Report On Additional 
Information

Board of Directors
Confluence Academy, Inc.
St. Louis, Missouri

Our report on our audit of the basic financial statements of Confluence Academy, Inc. (the Academy) for June 30, 2019
appears in the financial statements of the Academy. That audit was conducted for the purpose of forming an opinion on
the basic financial statements taken as a whole. The additional information presented on the preceding pages is
presented for purposes of additional analysis and is not a required part of the basic financial statements. Such
information has not been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on it.

October 31, 2019
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