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2. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Lake Forest College as of May 31, 2021 and 2020, and the changes in its net assets and its 
cash flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
Emphasis of Matter 
 
As discussed in Note 1 to the financial statements, the College has adopted ASU 2016-02 – Leases (Topic 
842). Our opinion is not modified with respect to this matter. 
 
 
 
 
 
 Crowe LLP 
 
Chicago, Illinois 
October 20, 2021 
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22. 

NOTE 6 - LINE OF CREDIT 
 
In October 2017, the College entered into an uncommitted loan agreement with The Northern Trust 
Company (Bank) that expires October 25, 2021. The agreement provides for an unsecured line of credit 
with maximum borrowings of $14,000,000 which bears interest at the Overnight LIBOR plus 1.25 percent 
(May 31, 2021 and 2020 is 1.31%). The purpose of the new loan is to provide bridge financing for the new 
science center which will be funded by the receipt of pledges receivable. Outstanding borrowings as of May 
31, 2021 and 2020, were $5,500,000 and $0, respectively. Interest expense on the line of credit was 
$21,057 and $137,249 for the years ended May 31, 2021 and 2020, respectively. 
 
In October 2017, the College entered into an unsecured line of credit agreement with the Bank that was 
renewed and restated in January 2021. The line of credit expired April 30, 2021 and was renewed 
subsequent to yearend. The unsecured line of credit provides for maximum borrowings of $4,000,000 and 
bears interest at the overnight LIBOR (floor of 0 percent) plus 1.25 percent (May 31, 2021 and 2020 is 
1.31%). The purpose of the line of credit is to provide cash flow for operations. There were no outstanding 
borrowings as of May 31, 2021 or 2020. Interest expense on the line of credit was $0 for the years ended 
May 31, 2021 and 2020. 
 
 
NOTE 7 - BONDS PAYABLE 
 
The College has the following bonds payable as of May 31: 
 

 
  

2021 2020

Illinois Finance Authority Bonds, Series 2008, payable in
annual installments beginning 2031, including variable
interest (0.10% and 0.23% at May 31, 2021 and 2020,
respectively) calculated weekly and paid monthly, for
term bonds, due 2039 6,000,000$   6,000,000$   

Illinois Finance Authority Bonds, Series 2012, payable in
annual installments beginning 2014, including interest paid
semi-annually ranging from 4.25% to 5.75% for the term
bonds, due 2049 14,675,000   14,885,000   

Illinois Finance Authority Revenue Refunding Bonds,
Series 2014, payable in annual installments beginning
2015, including variable interest at a rate of 68% of 1
month LIBOR plus 125 basis points (1.32% at May 31,
2021 and 1.50% at May 31, 2020), due 2028 11,300,000   12,540,000   

31,975,000   33,425,000   

Unamortized bond premium (2012 Bond) 367,125        378,423        
Bond issuance costs (898,897)       (959,628)       

31,443,228$  32,843,795$  
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23. 

NOTE 7 - BONDS PAYABLE  (Continued) 
 
Aggregate maturities of bonds payable as of May 31, 2021, are as follows: 
 

 
Interest on bonds payable was $1,238,742 and $1,391,536 for the years ended May 31, 2021 and 2020, 
respectively.   
 
For the Series 2008 Bonds, the College entered into a reimbursement agreement with the Bank, which 
includes a letter of credit in the amount of $6,069,041.  The letter of credit expires August 2023.  Because 
the above bond issue is operating in a floating mode and is remarketed at par value weekly, its carrying 
value approximates fair value of the outstanding balances of the bonds.  Should the agent not be able to 
remarket the bonds, they become demand notes under the letter of credit agreement. 
 
The Series 2012 and Series 2014 Bonds are the general obligation of the College. 
 
The bond agreements contain various restrictive financial covenants that College management believes 
they are in compliance with as of May 31, 2021. 
 
Bond issuance costs consist of closing expenses paid related to the issuance of the IFA Series 2008, Series 
2012 and Series 2014 bonds. These costs are being amortized on a straight-line basis over the life of the 
bond. Bond issuance costs amortized for the IFA Series and 2008, Series 2012 and Series 2014 was 
$60,731 for both fiscal years 2021 and 2020. 
 
 
NOTE 8 - INTEREST RATE SWAP 
 
The College entered into an interest rate swap agreement, which is considered a derivative financial 
instrument, on October 17, 2014.  The agreement was entered into in order to manage interest rate 
exposure.  The College does not utilize interest rate swaps or other similar financial instruments for trading 
or other speculative purposes.  The counterparty for the swap agreement is the Bank. 
 
The principal objective of the swap agreement is to minimize the risks associated with financing activities 
by reducing the impact of changes in interest rates on floating rate debt.  The swap agreement is a contract 
to exchange floating rate for fixed interest payments over the life of the swap agreement without the 
exchange of the underlying notional amounts.  The effect of these agreements is to limit the interest rate 
exposure to 2.83% on a notional amount of $11,300,000 and $12,540,000 as of May 31, 2021 and 2020, 
respectively.  This agreement is effective until October 1, 2024.  The College is exposed to credit loss in 
the event of nonperformance by the Bank to the interest rate swap agreement.  However, the College does 
not anticipate nonperformance by the Bank. 
  

Year ending May 31,

2022 1,495,000$     

2023 1,550,000       

2024 1,600,000       

2025 1,650,000       

2026 1,705,000       

2027 and thereafter 23,975,000     

31,975,000$   
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29. 

NOTE 14 - RELATED PARTY TRANSACTIONS  (Continued) 
 
Future minimum payments are scheduled as follows: 
 

 
During the years ended May 31, 2021 and 2020, respectively, the College received approximately 
$6,300,000 and $9,500,000 in contributions from board members.  
 
 
NOTE 15 - SELF-INSURANCE PLAN 
 
The College is self-insured for its employee health insurance plan.  United Healthcare provides 
administrative services and access to its provider network.  The College is responsible for the funding of all 
claims up to $135,000 per individual claim per policy year but has individual stop loss insurance through 
another firm for the expenses above that amount.  A liability of $230,000 and $156,000 has been recorded 
by the College as of May 31, 2021 and 2020, respectively, to estimate the total outstanding liability for 
payment of claims submitted and pending on that date.  Group health insurance expense, including 
administrative fees and stop loss insurance, for the fiscal years ended May 31, 2021 and 2020 totaled 
$3,903,070 and $3,274,090, respectively. 
 
 
NOTE 16 - LOANS RECEIVABLE  
 
The College makes uncollateralized loans to students based upon financial need. Amounts due under the 
Federal Perkins Loan program are guaranteed by the Federal government.  As of May 31, 2021 and 2020, 
the College has outstanding loans receivable, of $1,525,889 and $1,883,575, which represented 0.72% 
and 0.87% of total assets, respectively. As of May 31, 2021 and 2020, the College has an allowance for 
doubtful accounts of $287,947.  Additionally, as of May 31, 2021 and 2020, the College has certain 
mortgages receivable from employees included on the statement of financial position in investments, of 
$465,422 and $488,599, which represented 0.19% and 0.22% of total assets, respectively. At May 31, 2021 
and 2020, the College’s financing receivables are as follows: 
  

Year ending May 31,
2022 23,953$         
2023 24,757           
2024 25,590           
2025 26,452           
2026 25,558           
Thereafter 339,112         

465,422$        
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30. 

NOTE 16 - LOANS RECEIVABLE  (Continued) 
 

  
The availability of funds for loans under these programs is dependent upon reimbursements to the pool 
through repayments of outstanding loans as of May 31, 2021 and 2020. The amount of funds in the Federal 
Perkins Loan program advanced by the Federal Government is $1,577,891 and $1,923,004, respectively; 
these are ultimately refundable to the government, and are classified as liabilities on the statement of 
financial position. Outstanding loans cancelled under the Federal Perkins Loan Program result in a 
reduction of funds available for loans and a decrease in the liability to the government. The College has 
reserved $216,226 of institutional funds against the Federal Portion of loans refundable, decreasing the 
liability.  A second loan program is funded by the Strong Foundation, and the amount outstanding and 
classified as a liability for that program as of May 31, 2021 and 2020 is $132,212 and $131,819, 
respectively.  
 
At May 31, 2021 and 2020, the following amounts were past due under the Perkins and institutional loan 
programs: 

 

 
 
 
  

2021 2020
Notes receivable

Federal programs 1,705,595$     2,033,028$     
Institutional programs 108,241         138,494         

Notes receivable, gross 1,813,836       2,171,522       
Less allowance for doubtful accounts 287,947         287,947         

Notes receivable, net 1,525,889       1,883,575       

Mortgages receivable 465,422         488,599         

Total financing receivables 1,991,311$     2,372,174$     

Beginning of year 2,372,174$     2,894,565$     

New loans 16,500           20,000           

Less payments on principal 349,502         510,232         

Less cancellations and adjustments 47,861           2,634             

Less allowance adjustment -                    29,525           

End of year 1,991,311$     2,372,174$     

1 - 270 270 Days - 2 - 5 5 + Total
Day 2 Years Years Years Past

May 31, Past Due Past Due Past Due Past Due Due

2021 110,497$     52,873$       91,394$       396,126$     650,890$     
2020 149,328$     60,641$       131,055$     385,273$     726,297$     
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32. 

NOTE 18 - LIQUIDITY AND AVAILABILITY 
 
The College regularly monitors liquidity required to meet its operating needs and other contractual 
commitments, while also striving to maximize the investment of its available funds. The College has various 
sources of liquidity at its disposal, including cash, marketable debt and equity securities, and lines of credit.  
 
For purposes of analyzing resources available to meet general expenditures over a 12-month period, the 
College considers all expenditures related to its ongoing mission-related activities as well as the conduct 
of services undertaken to support those activities to be general expenditures. Student loans receivable are 
not included in the analysis as principal and interest on these loans are used solely to make new loans and 
are, therefore, not available to meet current operating needs. 
 
As of May 31, 2021 and 2020, the following tables show the total financial assets held by the College and 
the amounts of those financial assets that could readincluded in the table above.  

 
 

Financial Assets: 2021 2020
Cash 4,369,933$       3,840,412$       
Student accounts receivable, net 679,380           1,130,642        
Contributions receivable, net 9,955,727        12,401,735       
Other receivables 671,078           675,148           
Investments convertible to cash in the next 12 months 16,045,209       9,396,012        
Other long-term investments 89,268,765       74,492,171      

 5,400,000        

    Total 24,165,718$     17,378,493$     


