TRANSFORMing lives
2012 ANNUAL REPORT

In 1970, Frank Carr got the revolutionary idea that Corporate America should actually reflect
the rest of America. He then set about making it so with INROADS. Today, 42 years later,
INROADS has transformed more than 25,000 lives – one life at a time.
Last year, we initiated Transformation 2015, a five-year journey to INROADS 45th year of
developing and placing talented minorities in business and industry. This annual report, the
second in a series serving as a roadmap to 2015, focuses on how INROADS’ transforms lives,
careers, communities and Corporate America.

2012 INROADS: Transforming Lives
In fiscal year 2011-2012, we paved the way for INROADS to transform lives by
achieving the following:
• Created a culture of philanthropy: Secured 100% Board financial commitment,
generating $96,871, Regional Boards generated over $60,408.
• Launched the public phase of Leadership Campaign: Secured 61% of goal,
or $1.8 million of the $3 million target.
• Increased grant writing efforts: Expanded grant writing resources to assist
regions. Grant awards included:
− $250,000 for research from the U.S. Commerce Department’s Economic
Development Administration (EDA)
− $250,000 for a pre-college program – College Links – from the Executive
Leadership Foundation (ELF)
− $100,000 from Target for a Learning Summit (Great Lakes Region)
− $40,000 from FedEx for a Learning Summit (Southeast Region)
− $200,000 from MetLife for staff certification
• Increased individual giving: $230,000 from high net worth and individual giving,
or 153% of goal. Collected $108,500 (72%) of pledges.
• Continued direct marketing appeal: Secured $32,968 with the Discretionary
Income campaign.

Innovation
• Launched INROADS College Links, the pre-college component of the INROADS
Internship experience, to prepare and strengthen the pipeline of underserved talent
from high school and throughout the career lifecycle.
• Conducted the inaugural Founder’s Day, which resulted in a $200,000 grant from
MetLife to support staff training and certification for intern coaching.
Brand Awareness
• By refreshing the Transformation brand and marketing effort, INROADS has introduced
the long-term concept to our brand.
• Enhanced INROADS’ visibility with feature placements in Minority Engineering
Magazine and DiversityInc.
• Furthered CEO thought leader positioning with Corporate Partners, Interns and students
via keynotes and presentations at Bayer Pharmaceuticals, Lockheed and Bob Evans,
among others.
Frank Carr launched INROADS in his hometown of Chicago with just 25 Interns and 17
sponsoring corporations, transforming not only the lives of those college students, but also
the lives of everyone within those corporations – directly by working with them, indirectly
by changing the company environment. Today, that one office has become 36, those 25
Interns have grown to more than 1650, and those 17 companies have become 200+.
One life at a time, many times over – INROADS transforms the lives that will transform
Corporate America.
Forest T. Harper

President & Chief Executive Officer
INROADS, Inc.
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En 1970, Frank Carr tuvo la idea revolucionaria de que la América Corporativa en realidad
debería reflejar el resto de América. El Luego se dedicó a hacerlo realidad. Hoy, 42 años
después, INROADS ha transformado más de 25,000 vidas - una vida a la vez.
El año pasado, iniciamos la Transformación de 2015, un viaje de cinco años a incursionar
45 años del desarrollo y la colocación de minorias de talento en los negocios y la industria. Este
informe anual, es el segundo de una serie que sirve como hoja de ruta para 2015, se centra en
cómo INROADS transforma vidas, carreras, las comunidades y las corporaciones estadounidenses.

2012 INROADS: Transforming Lives
En el año fiscal 2011-2012, que preparó el camino para INROADS para transformar
vidas por la consecución de los siguientes:
• Creando una Cultura de Filantropía: Asegurado Junta 100% compromiso financiero,
generando $96,871, Juntas Regionales generaron más de 60,408 dólares.
• Lanzando la fase pública de la Campaña de Liderazgo: Aseguro 61% de la meta,
$1,8 millones de dólares de la meta de $ 3,000,000.
• Mayores esfuerzos por la Escritura de la Concesion: Extendio los recursos para
Escritura de Concesion para ayudar a las regiones. La Concesión de
Subvenciones incluyen lo siguiente:
− $ 250,000 para la investigación de la Administración de Desarrollo
Económico del Departamento de Comercio de EE.UU. (EDA)
− $ 250,000 para un programa pre-universitario - universidad de Enlaces de la Fundación de Liderazgo Ejecutivo (ELF)
− $ 100,000 a partir de destino para una Cumbre de Aprendizaje (Región
de los Grandes Lagos)
− $ 40,000 de FedEx para una Cumbre de Aprendizaje (región Sudeste)
− 200.000 dólares de MetLife para la certificación y entrenamiento del personal
• Aumento donaciones individuales: $ 230,000 de alto patrimonio neto y las
donaciones particulares, adquirio 153% de la meta y Collectamos $ 108,500
(72%) de las donaciones prometidas.
• Continúamos con la apelación mercadeo en directo: y asegurado $32,968 con
el Ingreso Discrecional.

Innovación
• El Lanzamiento INROADS Colegio Links, cual es el componente pre-universitario de la
experiencia durante el internado en INROADS, es para preparar y reforzar la reserva de
talento desatendidos de la escuela secundaria y durante todo el ciclo de vida de su carrera.
• Se Llevó a cabo el Día del Fundador inaugural, que se tradujo en un subsidio de
$200,000 de parte MetLife para apoyar la capacitación del personal y la certificación
para el entrenamiento en general.
Reconocimiento de Marca
• Al actualizar la Transformación y esfuerzo en nestra campana mercadeo, INROADS
ha introducido el concepto de largo plazo para nuestra campaña de mercadeo.
• Visibilidad INROADS mejoradas ‘con colocaciones de entidad en la minoría Revista
Ingeniería y Diversidad Inc.
• Como líder el CEO ha promovido el posicionamiento con socios corporativos, pasantes
y estudiantes a través de conferencias magistrales y presentaciones de Bayer
Pharmaceuticals, Lockheed y Bob Evans, entre otros.
Frank Carr lanzó INROADS su ciudad natal de Chicago, con sólo 25 internos y 17 empresas
patrocinadoras, transformardo no tan sólo la vida de los estudiantes universitarios, sino
también las vidas de cada uno dentro de esas empresas - directamente por trabajar con
ellos, de manera indirecta, cambiando el entorno de la empresa . Hoy en día, que una
oficina se ha convertido en 36, los 25 internos han crecido a más de 1,650, y esas 17
empresas se han convertido en 200 +. Una vida a la vez, muchas veces - INROADS
transformó la vida que va a transformar la América Corporativa.
Forest T. Harper

President & Chief Executive Officer
INROADS, Inc.
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ANDRES ARANGUIBEL
INROADS INTERN

“That help you get along the way is invaluable. INROADS helped me
get where I am – and beyond. It’s one of the most impactful programs
in my life.”
I’m originally from Venezuela, and now I live in Orlando, FL. I heard about INROADS when I was a freshman
in college. INROADS is really a guidance and a mentor to the students, and a good transition and liaison for
companies. My INROADS manager is the most helpful person that I can count on for anything related to my job.
INROADS is really invaluable. Everything that INROADS has taught me has helped me to get where I am – and
beyond. INROADS has been one of the most impactful programs of my life.

VALERIE ROBINSON
INROADS ALUMNA

“INROADS taught me … things that you don’t necessarily learn in the
classroom or textbook…things that you may not even learn on a
job – the secrets to Corporate America. INROADS made a tremendous
difference in my life.”
I’m Valerie Robinson. Originally from Cleveland, I interned with Johnson & Higgins insurance company, graduating
in 1998. I decided to apply to INROADS in college because I believed it was an outstanding organization with a
great reputation that aligned with my career goals. INROADS taught me about corporate etiquette – things that
you don’t necessarily learn in the classroom or textbook…things that you may not even learn on a job –
the secrets to Corporate America. INROADS made a tremendous difference in my life. INROADS takes high
achieving students and trains, motivates, and coaches them. This sets INROADS apart. I encourage all of our
26,000 alumni to get involved because INROADS has touched so many lives. As a measure of INROADS’
success, the alumni need to stand up and get involved.
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Independant auditors’ report
Board of Directors INROADS, Inc.
St. Louis, Missouri
We have audited the accompanying combined statement of financial position of INROADS, Inc. and affiliates
(collectively, INROADS), all of which are under common management, as of May 31, 2012 and 2011, and
the related combined statements of activities and cash flows for the years then ended. These combined
financial statements are the responsibility of INROADS’ management. Our responsibility is to express an
opinion on these combined financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the combined financial statements are free of material misstatement. An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of INROADS’
internal control over financial reporting. Accordingly, we express no such opinion. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the combined financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall combined financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the combined financial statements referred to above present fairly, in all material respects,
the financial position of INROADS, Inc. and affiliates as of May 31, 2012 and 2011, and the results of their
operations and their cash flows for the years then ended, in conformity with accounting principles generally
accepted in the United States of America.

November 15, 2012
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COMBINED STATEMENT OF FINANCIAL POSITION
For The Years Ended May 31, 2012 and 2011
MAY 31,
2012

2011

$3,369,515

$2,968,184

Accounts Receivable And Unconditional Promises To Give (Note 4 and 5)

464,009

456,560

Prepaids And Other Assets

217,931

263,687

12,808,262

13,052,708

Property And Equipment (Note 7)

111,592

214,682

Investments Restricted For Endowment (Note 6)

994,795

1,344,795

$17,966,104

$18,300,616

ASSETS
Cash And Cash Equivalents

Investments (Note 6)

LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses (Note 11)

679,7551

811,351

597,345

588,608

Line of credit (Note 8)

7,000,000

2,684,097

Total Liabilities

8,277,100

4,084,056

Deferred income

Net Assets
7,812,717

11,750,246

Temporarily restricted (Note 9)

881,492

1,121,519

Permanently restricted (Note 9)

994,795

1,344,795

9,689,004

14,216,560

$17,966,104

$18,300,616

Unrestricted

Total Net Assets

See the accompanying notes to combined financial statements.
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COMBINED STATEMENT OF FINANCIAL ACTIVITIES
For The Years Ended May 31, 2012 and 2011

2012

PUBLIC SUPPORT AND REVENUES
Sponsorship and participation fees
Contributions and grants
Activity and miscellaneous income
Investment income (Note 6)
Banquet event income
Golf event income
Donated services
Alumni, parent and student
Total Public Support And Revenues

Net Assets Released From Restrictions (Note 9)
Total Public Support And Revenues
Expenses
Salaries and payroll taxes
Training, development and recruitment
Scholarship disbursements
Office
Rent
Travel
Insurance
Depreciation and amortization
Public relations
Pension (Note 11)
Professional fees
Uncollected fees
Alumni, parent and student
Special events
Other
Total Expenses
Deficiency Of Public Support & Revenues Over Expenses
Unrealized Gains On Investments (Note 6)
Change in Donor Intent
Decrease In Net Assets
Net Assets - Beginning Of Year
Net Assets - End Of Year
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2011

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

Unrestricted

$7,899,715
1,462,925
123,035
953,749
307,983
155,467
63,807
12,315

—
142,000
—
(19,571)
—
—
—
—

—
—
—
—
—
—
—
—

$7,733,600
1,604,925
123,035
934,178
307,983
155,467
63,807
12,315

$7,733,600
489,487
150,832
910,322
368,549
166,721
63,807

$10,007,598

$122,429

—

$10,394,654

—

—

362,456

(726,107)

11,341,452

(240,027)

6,486,938
1,528,041
230,960
1,461,315
1,574,519
724,665
878,143
168,291
123,751
108,491
473,282
157,825
16,160
300,141
68,226

—
—
—
—
—
—
—
—
—
—
—
—
—
—

$14,853,193

Temporarily
Restricted

Permanently
Restricted

Total

124,280

—
347,354
—
39,702
—
—
—
—

—
—
—
—
—
—
—
—

$7,733,600
836,841
150,832
950,024
368,549
166,721
63,807
124,280

$10,007,598

$387,056

—

$10,394,654

726,107

(726,107)

—

—

11,101,425

10,733,705

(339,051)

—

10,394,654

6,841,238
1,600,192
296,325
1,351,592
1,697,477
841,822
957,202
159,319
30,703
196,097
519,091
24,250
18,142
316,009
3,734

6,841,238
1,600,192
296,325
1,351,592
1,697,477
841,822
957,202
159,319
30,703
196,097
519,091
24,250
18,142
316,009
3,734

—
—
—
—
—
—
—
—
—
—
—
—
—
—

—

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

—

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

6,841,238
1,600,192
296,325
1,351,592
1,697,477
841,822
957,202
159,319
30,703
196,097
519,091
24,250
18,142
316,009
3,734

—

—

14,853,193

$14,853,193

—

—

14,853,193

(2,959,296)
( 1,328,233)
350,000

(240,027)
—
—

—
—
—

(4,458,539)
581,343
(3,877,196)

(4,119,488)
581,343
—

(339,051)
—
—

—
—
—

(4,458,539)
581,343
—

(3,937,529)
11,750,246

(240,027)
1,121,519

—
1,344,795

18,093,756
14,216,560

(3,538,145)
15,288,391

(339,051)
1,460,570

—
1,344,795

(3,877,196)
18,093,756

$11,750,246

$881,492

$994,795

$9,689,004

$11,750,246

$ 1,121,519

$ 1,344,795

$ 14,216,560
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COMBINED STATEMENT OF CASH FLOWS
For The Years Ended May 31, 2012 and 2011
FOR THE YEARS ENDED MAY 31,
2012

2011

$(4,527,556)

$(3,877,196)

168,291

159,319

CASH FLOWS FROM OPERATING ACTIVITIES
Decrease in net assets
Adjustments to reconcile decrease in net assets to
net cash used in operating activities:
Depreciation and amortization
Loss on retirement of property and equipment

—

892

881,383

(1,184,945)

Increase in accounts receivable and unconditional promises to give

(7,449)

(388,560)

Decrease in prepaids and other assets

45,756

54,656

(131,596)

(107,722)

8,737

(32,076)

(3,562,434)

(5,375,632)

Realized and unrealized gains on long-term investments
Changes in assets and liabilities:

Decrease in accounts payable and accrued expenses
Increase (decrease) in deferred income
NET CASH USED IN OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment, net
Purchases of investments
Proceeds from sales of investments
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from line of credit
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR
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(65,201)

(28,139)

(23,592,473)

(1,483,700)

23,305,536

2,551,527

(352,138)

1,039,688

4,315,903

2,437,644

401,331

(1,898,300)

2,968,184

4,866,484

$3,369,515

$2,968,184
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NOTES TO COMBINED FINANCIAL STATEMENTS
May 31, 2012 and 2011

1. Organization
INROADS, Inc., an Illinois not-for-profit corporation, has entered into affiliation
agreements with regional INROADS corporations. The affiliation agreements
provide, among other things, that the Board of Directors of INROADS set broad
policies which govern the activities of the regional corporations.
The primary activities of the regional corporations consist of the initial selection,
year-round academic coaching and advising and year-round job-related training of
high potential underserved college students in order to prepare them for responsible
positions in the business community upon graduation.

2. Summary Of Significant Accounting Policies
Basis Of Presentation
The combined financial statements of INROADS, Inc. and affiliated regional
corporations (collectively, INROADS) are presented on a combined basis and include
all regional corporations except for the INROADS de Mexico, Inc., the INROADS
Saskatchewan, Inc., and the INROADS Toronto, Inc. regional corporations (Note
17). All significant transactions between INROADS, Inc. and the combined regional
corporations have been eliminated in the combined financial statements. For
consistency purposes, the supplemental combining information is shown in the
regional format for the U.S. corporations.
The combined financial statement presentation follows the recommendations of the
Financial Accounting Standards Board for Not-for-Profit Organizations. As a result,
INROADS is required to report information regarding its financial position and
activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.
Basis Of Accounting
The combined financial statements of INROADS have been prepared on the accrual
basis of accounting. Income is recognized when earned and expenses are recognized
when incurred.
Estimates And Assumptions
The preparation of 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 in the combined financial
statements and accompanying notes. Those estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenues and expenses. Actual results could differ from
those estimates.
Cash And Cash Equivalents
Cash and cash equivalents are comprised of demand deposits, certificate of deposits,
and other short-term investments which are readily convertible to cash. INROADS
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considers all investments with a maturity of three months or less to be cash
equivalents. Certificates of deposits totaling $3,001,250 at May 31, 2012 are held as
collateral against the line of credit. INROADS pools cash and cash equivalents to
streamline disbursements and maximize return on investments.
Accounts Receivable
Accounts receivable are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollected amounts
through a charge to earnings and a credit to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still
outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a credit to accounts receivable.
Management has deemed that no valuation allowance is considered necessary as of
May 31, 2012 or 2011.
INROADS records uncollected fees expense in the period it specifically identifies
those receivables as uncollectible. The uncollected fees expense of $157,825 and
$24,250 in 2012 and 2011, respectively, represents the amount of current year
writeoffs of accounts receivable.
Unconditional Promises To Give
Unconditional promises to give in future periods are recognized as support in the
period the promises are received. Promises to give, which depend upon specified
future and certain events, are reported at the amount management expects to collect
on balances outstanding at year end. Management provides for probable uncollected
amounts through a charge to contribution revenue and a credit to a valuation
allowance based on its assessment of the current status of the existing receivables.
Balances that are still outstanding after management has used reasonable collection
efforts are written off through a charge to the valuation allowance and a credit to
promises to give. Management has determined that no change in the allowance is
necessary as of May 31, 2012 and 2011.
Unconditional gifts expected to be collected within one year are reported at their net
realizable value. Unconditional gifts expected to be collected in future years are
reported at the present value of estimate future cash flows. The resulting discount is
amortized and reported as contribution revenue in the combined statement of activities.
Investments
Certificates of deposits are reported at cost plus accrued interest which
approximates fair value. All other investments are reported at fair valued based on
quoted prices in active markets for identical assets (Level 1), on significant other
observable inputs (Level 2), and significant unobservable inputs (Level 3) as
described in Note 16. Gains or losses on sales of investments are determined on a
specific cost identification method. Unrealized gains and losses are determined
based on year-end fair value fluctuations. All investment income is reported as
increases or decreases in unrestricted net assets unless a donor or law restricts the
use of the income.
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NOTES TO COMBINED FINANCIAL STATEMENTS
May 31, 2012 and 2011

Investments (continued)
Investment securities are exposed to various risks such as interest rate, market and
credit risks. Due to the level of risk associated with certain investment securities, it
is at least reasonably possible that changes in the values of investment securities
will occur in the near term and such changes could materially affect the amounts
reported in the statement of financial position.
Fair Value Of Financial Instruments
Various methods and assumptions were used to estimate the fair value of each class
of financial instruments. Cash and cash equivalents are valued at their carrying
amount due to their short maturities. Investments are reported at fair value based
on quoted market prices or other significant inputs. The carrying value of all other
financial instruments approximates fair value.
Property And Equipment
Furniture, fixtures, leasehold improvements, computer equipment and software development costs are carried at cost and are depreciated using the straight-line method over a
three or five year estimated useful life. Leasehold improvements are recorded at cost and
are amortized over the lives of the respective leases.
Deferred Income
IINROADS occasionally receives payment in advance for future interns to be
employed by sponsors. These amounts are recorded as deferred income until earned.
Deferred income is earned over the period the interns are employed by the sponsor.
Contributions
Unconditional promises to give cash and other assets to INROADS are reported at
fair value at the date the promise is received. Contributions are reported as
unrestricted support when there are no donor restrictions. Contributions are
reported as either temporarily or permanently restricted support if they are received
with donor stipulations that limit the use of the donated assets. When a donor
restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are reclassified as
unrestricted net assets and reported in the combined statement of activities as net
assets released from restrictions. However, if the restriction is fulfilled in the same
time period in which the contribution is received, the Organization reports the
support as unrestricted.
Donated Use Of Facilities, Materials And Services
Various furniture and fixtures, office space, training facilities, equipment, and
professional services have been donated to INROADS. These items are reflected as
items of support in the combined statement of activities at their estimated fair
values in the fiscal year donated.
Tax Status
INROADS is an organization described in Internal Revenue Code Section 501(c)(3)
and has received an Internal Revenue Service (the IRS) determination letter stating
that it is exempt from federal tax on income from its related, exempt activities.

However, INROADS is subject to federal income tax on any unrelated business
taxable income. The Organization’s federal and state tax returns for tax years 2009 and
later remain subject to examination by taxing authorities.
Reclassifications
In the current year, INROADS made reclassifications to the prior years’ financial
statements’ presentations to conform to the current year presentation. These
reclassifications had no effect on previously reported results of operations or net assets.
Subsequent Events
Management has evaluated subsequent events through November 15, 2012, the date
which the combined financial statements were available for issue.

3. Concentrations Of Credit Risk
Financial instruments which potentially subject INROADS to concentrations of
credit risk consist of money market accounts and investment securities.
INROADS places its temporary cash and money market accounts with creditworthy,
high-quality financial institutions. A significant portion of the funds are not insured
by the Federal Deposit Insurance Corporation or a related entity.
INROADS has significant investments in stocks, bonds and mutual funds and is
therefore subject to concentrations of credit risk. Investments are made by
investment managers engaged by INROADS, and the investments are monitored by
an investment advisor. Although the market value of investments is subject to
fluctuations on a year-to-year basis, management believes the investment policy is
prudent for the long-term welfare of INROADS.

(4) Accounts Receivable
Accounts receivable consist of sponsorship fees and miscellaneous receivables in the
amount of $364,485 and $456,560 as of May 31, 2012 and 2011, respectively.
INROADS anticipates collection of all sponsorship fees and miscellaneous
receivables within one year.

(5) Unconditional Promises To Give
Unconditional short-term promises consist of pledges that had not yet been collected
at year end and are due within one year. Long-term promises to give include
promises to give that are payable over a period greater than one year. At May 31,
2012, unconditional promises to give are expected to be collected as follows:
Less Than one year
One to five years

$80,774
18,750
$99,524

Unconditional promises to give are combined with accounts receivable on the
statement of financial position in the amount of $464,009 as of May 31, 2012.
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NOTES TO COMBINED FINANCIAL STATEMENTS
May 31, 2012 and 2011

(6) Investments

(8) Line Of Credit

Investments consist of the following:
2012
Equity securities
and mutual funds
Taxable bond funds
Fixed income securities
Alternative Investments

2011

Cost

Fair Value

Cost

Fair Value

$5,359,855

$5,108,042

$2,793,694

$3,351,748

14,675

11,738

20,618

18,562

5,796,420

5,781,561

9,877,917

10,414,437

2,986,138

2,901,716

—

—

$14,157,088

$13,803,057

$ 12,692,229

$13,784,747

These amounts are reported in the combined statement of financial position as follows:

Investments
Investments restricted
for endowment

2012

2011

$12,808,262

$13,052,708

994,795

732,039

$13,803,057

$13,784,747

INROADS established a line of credit with a bank in January 2010 in the amount of
$3,000,000. The line of credit bears interest at the LIBOR rate (0.24% at May 31,
2012) plus 1.5%. Terms of the line require INROADS to maintain a $3,000,000
collateral account with the bank. The assets in the collateral account are invested in
a certificate of deposit reported in cash and cash equivalents. The balance on the
line of credit was $3,000,000 and $2,684,097, for the years ended May 31, 2012
and 2011, respectively. Interest expense paid on the borrowings amounted to
$47,793 and $27,366 for 2012 and 2011, respectively. On May 27, 2012 INROADS
directed the bank to liquidate $2,500,000 from the collateral account and pay down
the correspondent amount of the line of credit. This transaction closed on July 5,
2012.
INROADS established a line of credit with another bank on May 23, 2011 in the
amount of $4,000,000. The line of credit bears interest at the LIBOR rate (0.24%
at May 31, 2012) plus 1.7%. The line is secured by investments held at the
bank. The balance on the line of credit was $4,000,000 for the year ended May
31, 2012. There were no borrowings on the line as of May 31, 2011. Interest
expense paid on the borrowings amounted to $42,795 for the year ended May
31, 2012.

(9) Net Assets And Endowment Funds
For the year ended May 31, 2012, unrealized losses of $(1,328,233) were recorded to adjust investments to fair value. For the year ended May 31, 2011, unrealized
gains of $581,343 were recorded. Realized gains on investments are reflected in
investment income in the combined statement of activities and total $446,850 and
$603,602 for the years ended May 31, 2012 and 2011, respectively.

Temporarily restricted net assets are assets whose use by INROADS is limited by
donor-imposed restrictions that either expire by the passage of time or can be
fulfilled and removed by actions of INROADS pursuant to those restrictions.
Temporarily restricted net assets are primarily available for scholarship awards and
special projects at the affiliates.

Investments restricted for endowment included cash equivalents of $612,756 in 2011.

Temporarily restricted net assets are subject to the following donor-imposed restrictions:

(7) Property And Equipment
Property and equipment consist of the following:
2011

2012

Furniture, fixtures, leasehold improvements,
computers and software
Less: Accumulated depreciation

$ 4,267,953

$ 4,267,953

4,053,271

4,053,271

$ 214,682

$ 214,682

Depreciation expense amounted to $168,291 in 2012 and $159,319 in 2011.
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Scholarships
Resource Development Campaign
Other

2011

2010

$ 620,274

$ 556,008

87,605

583,450

413,640

321,112

$ 1,121,519

$ 1,460,570

Net assets were released from donor-imposed restrictions as follows:
2011

Scholarships
Resource Development Campaign
Endowment Spending
Other

2010

$ 216,775

160,250

495,846

786,266

9,970

26,028

3,516

140,201

$ 726,107

$ 1,112,745
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(9) Net Assets And Endowment Funds

Endowment Asset Composition By Type Of Fund As Of May 31, 2012:

(Continued)

INROADS’ permanently restricted net assets consist of three separate endowment
funds. As required by financial accounting standards, assets associated with
endowment funds are classified and reported based on the existence or absence of
donor-imposed restrictions. The principal of the endowment are assets subject to a
donor-imposed restriction that will be maintained permanently by INROADS.
The Board of Directors of INROADS has an investment policy that requires
preservation of the fair value of the original gift as of the gift date, absent explicit
donor stipulations to the contrary. INROADS has adopted a formal investment
policy for the Endowment and other investments which accepts only a moderate risk
posture in order to provide a stable return to INROADS. The investment policy
requires minimization of year to year volatility and avoidance of high risk
investments. The policy further gives authority to the Board of Directors, along
with the investment manager, to review and change investment allocations as
necessary to meet INROADS objectives.
The purpose of the National Development Fund (Note 13) is to assist in the start-up
of new affiliated corporations and development of existing regional affiliates. The
corpus of the fund is restricted in perpetuity, in accordance with the Board of
Directors interpretation of UPMIFA and the earnings are classified as temporarily
restricted.
The purpose of the Resource Development Campaign Fund (Note 14) is to aid in
development of students, staff and information systems. A portion of the fund has
been restricted in perpetuity by the donors. The earnings on these funds are
classified as temporarily restricted.
The purpose of the Scholarship Endowment is to assist with funding of annual
scholarship awards to students in the program. The donor conditions mandate that
the corpus remain restricted. The earnings on these funds are classified as
temporarily restricted.
As of May 31, 2012 and 2011, the endowment funds are classified as permanently
restricted in the following categories and amounts:
Scholarships
National Development Fund
Resource Development Campaign
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2012

2011

$136,245

$136,245

595,794

595,794

262,756

612,756

$994,795

$1,344,795

Donor-restricted
endowment funds

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

$—

$20,131

$994,795

$1,014,926

Endowment Asset Composition By Type Of Fund As Of May 31, 2011:

Donor-restricted
endowment funds

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

$—

$39,702

$1,344,795

$1,384,497

Changes in the endowment for the years ended May 31, 2012 and 2011 are as follows:

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

Net assets - June 1, 2010

$—

$9,970

$1,344,795

$1,354,765

Investment income

$—

39,702

—

39,702

Appropriated for spending

$—

(9,970)

—

(9,970)

Balance - May 31, 2011

$—

39,702

1,344,795

1,384,497

Investment income

$—

(19,571)

—

(19,571)

Appropriated for spending

$—

—

(350,000)

(350,000)

Balance - May 31, 2012

$—

$20,131

$994,795

$1,014,926

(10) Affiliation Agreements
The combined domestic local INROADS corporations and three international
affiliates have entered into affiliation agreements with INROADS, Inc. New
affiliates are assessed a start-up fee by INROADS, Inc. In addition, each affiliate is
assessed a fee based upon the number of students participating in the local affiliate’s
basic program. These fee assessments are used to provide the affiliates with
assistance in fundraising, hiring, and supervision of new staff, training of students,
preparation of promotional material, accounting services and computer technology
services. Such fee assessments have been eliminated in combination.
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(11) Employee Benefit Plans

(13) National Development Fund

Group Health Insurance
INROADS transitioned from being self-insured for health insurance the year ended
May 31, 2011 to being fully insured for health insurance at May 31, 2012. Accrued
expenses included approximately $136,000 of estimated medical claims at May 31, 2011.

The National Development Fund was established to assist in funding the start-up
costs which INROADS, Inc. incurs while setting up new affiliated corporations and
to provide the local affiliates with services related to the training and development
of staff, students and corporate sponsors.

Defined Contribution Plans
INROADS maintains two defined contribution plans, pursuant to Sections 401(a) and
403(b) of the Internal Revenue Code of 1986. The plan established under Section
401(a) is funded solely by employer contributions, and the Section 403(b) plan is
funded solely by voluntary employee contributions.

The earnings on the corpus of the National Development Fund are recorded as
temporarily restricted, and the corpus of $595,794 as of May 31, 2012 and 2011
is reported as permanently restricted net assets.

INROADS contributes 4% of total employees’ compensation to the 401(a) defined
contribution plan. An employee qualifies under this plan on the first enrollment date
(January 1 or July 1) occurring after the employee has completed one year and 1,000
hours of service. INROADS’ contributions totaled $108,491 and $196,097 for fiscal
years 2012 and 2011, respectively.
In August 2011, INROADS amended both plans and no longer allows new participants
or contributions. A new 401(k) plan was established.

(12) OperatingLeases
INROADS has entered into noncancellable leases for office space expiring at various
times through the year 2018. Future minimum payments under these operating
leases are as follows:
Year

Amount

2013

$970,664

2014

703,973

2015

438,638

2016

345,867

2017

345,867

Thereafter

259,400

(14) Resource Development Campaign
The Resource Development Campaign was established to generate additional funds
to upgrade three operational aspects: student training competencies, staff development,
and information systems enhancements. Contributions are restricted for these purposes and for fundraising costs. The campaign had raised more than $10,000,000 to fund
the three initiatives. Additionally, the campaign has raised $612,756 as a permanently
restricted corpus whose earnings will be used to fund the initiatives going forward.
During 2012, $350,000 of corpus was released to operations upon donor consent. At
May 31, 2012, total net assets of the campaign are $633,179, of which $370,423 is
reported as unrestricted net assets. At May 31, 2011, total net assets of the campaign
were $774,836, of which $74,475 was reported as unrestricted net assets.

(15) Functional Expenses
INROADS’ purpose is to develop and place talented underserved youth in business and
industry and prepare them for corporate and community leadership. Expenses related to
providing these services for the years ended May 31, 2012 and 2011 are as follows:
2010

2011

Selection, coach and placement
of minority college students
Management and general
Fundraising

$ 11,197,740

$ 10,877,653

3,096,539

2,059,335

558,914

570,053

$ 14,853,193

$ 13,507,041

$3,064,409

Fundraising includes both direct fundraising expenses and an allocated portion of salaries
and payroll taxes based on estimated time spent. Management’s functional expense policy
includes the estimated portion of management expense at the affiliate level within the
management and general classification. Additionally, the costs of golf and banquet events
are reported as special events expense in the combined statement of activities and are
classified as fundraising for functional expense reporting purposes.
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(16) Fair Value Measurements

2011

INROADS accounts for certain investments at fair value as required by generally
accepted accounting principles. Fair value is defined as the exchange price that
would be received for an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. The valuation
techniques are required to maximize the use of observable inputs and minimize the
use of unobservable inputs.
The following are the major categories of assets and liabilities measured at fair
value on a recurring basis during the years ended May 31, 2012 and 2011 using
quoted market prices in active markets for identical assets (Level 1), significant
other observable inputs (Level 2), and significant unobservable inputs (Level 3):

Investments:
Fixed income mutual fund
Equity securities & mutual funds
International mutual fund
Large cap mutual fund
Contra mutual fund
Choice mutual fund
Small company
Taxable bond funds

Level 1

Level 2

Level 3

Total

$ 10,414,437

$—

$—

$ 10,414,437

1,187,221

—

—

1,187,221

636,693

—

—

636,693

669,613

—

—

669,613

418,376

—

—

418,376

439,845

—

—

439,845

—

18,562

—

18,562

$ 13,766,185

$ 18,562

$—

$ 13,784,747

2012

Investments:
Fixed income mutual fund
Equity securities & mutual funds
Large cap mutual fund
Mid cap mutual fund
EAFE equity
Asia ex-Japan equity
Emerging market equity
Taxable bond funds
Alternative
Hedge funds
Real estate and infrastructure
Hard assets
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Level 1

Level 2

Level 3

Total

$5,781,561

$—

$—

$5,781,561

2,312,466

—

—

2,312,466

846,209

—

—

846,209

876,474

—

—

876,474

560,046

—

—

560,046

512,847

—

—

512,847

—

11,738

—

11,738

1,723,932

—

—

1,723,932

—

—

286,923

286,923

890,861

—

—

890,861

$13,766,185

$11,738

$—

$13,803,057

During 2012 and 2011, there were no changes in the methods and/or assumptions
utilized to derive the fair value of INROADS’ assets.
Changes in fair value are presented on INROADS’ statement of activities for the
years ended May 31, 2012 and 2011.

(17) INROADS de Mexico, Inc., INROADS Saskatchewan, Inc.
Affiliates, And INROADS Toronto, Inc. (Unaudited)
During the 2011 and 2012 fiscal years, INROADS, Inc. did not consolidate the
financial information of INROADS de Mexico, Inc. INROADS Saskatchewan, Inc.
and INROADS Toronto, Inc. The affiliates’ activity and net assets have been
deemed not to be significant or material to these combined financial statements.
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