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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Board of Commissioners
International Initiative for Impact Evaluation, Inc.
Washington, D.C.

We have audited the accompanying statement of financial position of the International Initiative for
impact Evaluation, Inc. (3ie) as of December 31, 2010, and the related statements of activities and
change in net assets, functional expenses and cash flows for the year then ended. These financial
statements are the responsibility of 3ie's management. Our responsibilitv is to express an opinion on
these financial statements based on our audit. The prior year summarize comparative information has
been derived from 3ie's financial statements for the year ended December 31, 2009 and, in our report
dated December 13, 2010, we expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonal
assurance about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for  signing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
3ie's interna! control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. \We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,

the financial position of 3ie as of December 31, 2010, and its change in net assets and its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United States of

America.

Apnl 19, 2011

4550 MoNTGOMERY AVENUE * SUITE 650 NORTH - BETHESDA, MARYLAND 20814
(301) 951-9090 - Fax (301) 951-3570 - WWW.GRFCPA.COM

MEMBER OF CPAMERICA INTERNATIONAL, AN AFFILIATE OF HORWATH INTERNATIONAL
MEMBER OF THE AMERICAN INSTITUTE oF CERTIFIED PUBLIC ACCOUNTANTS' PRIVATE COMPANIES PRACTICE SECTION



INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2010
WITH SUMMARIZED FINANCIAL INFORMATION FOR 2009

EXHIBIT A

ASSETS
2010 2009
CURRENT ASSETS
Cash and cash equivalents $ 6,788,407 $ 1,393,416
Investments (Notes 2 and 10) 2,020,493 6,088,271
Interest receivable 11,365 17,218
Grants receivable, current portion (Note 3) 10,074 677 8,559,215
Total current assets 18,894 942 16,058,120
FIXED ASSETS
Computer software 110,189
Less: Accumulated amortization (18,365) -
Net fixed assets 91,824 -
OTHER ASSETS
Deposit 3,100 -
Grants receivable, net of current portion (Note 3) 6,127,246 12,132,360
Total other assets 6,130,346 12,132,360
TOTAL ASSETS $.25117.112 $_28.190.480
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accrued liabilities (Note 9) $ 309,511 % 193,294
Grants payable (Notes 4 and 9) - 163,089
Total current liabilities 309.511 356,383
NET ASSETS
Unrestricted 8,605,678 7,142,522
Temporarily restricted (Note 5) 16,201,923 20,691,575
Total net assets 24 .807.601 27.834 097
TOTAL LIABILITIES AND NET ASSETS $ 25117112 $_28.190.480

See accompanying notes to financial statements.



INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2010

WITH SUMMARIZED FINANCIAL INFORMATION FOR 2009

REVENUE
Contributions (Note 6)
Conference
Investment income (Note 2)
Other revenue
Net assets released from donor
restrictions (Note 5)
Total revenue
EXPENSES

Program Services
General and Administrative

Total expenses
Change in net assets
Net assets at beginning of year

NET ASSETS AT END OF YEAR

See accompanying notes to financial statements.

EXHIBIT B

2010 2009
Temporarily

Unrestricted _ Restricted Total Total
$ 4198393 $ 4147477 $ 8345870 $ 14,282,185
- - - 845,969
27,261 - 27,261 11,870
73,745 - 73,745 25,000

8637.129 (8.637.129) - -
12,936,528 (4.489.652) 8,446 876 15,165,024
10,282,592 - 10,282,592 3,490,691
1,190,780 - 1,190.780 854,821
11,473,372 - 11,473.372 4,345.512
1,463,156 (4,489,652) (3,026,496) 10,819,512
7,142 522 20,691,575 27.834.097 17.014.585
8605678 $_16,201.923 $_24.807.601 $_27.834.097



INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2010
WITH SUMMARIZED FINANCIAL INFORMATION FOR 2009

Staff salaries (Note 9)
Office expense (Note 7)
Professional fees (Note 9)
Management fee (Note 9)
Grants expense (Note 9)
Conference and meeting expense
Training/printing

Travel (Note 9)

IT support for website
Financial fees
Recruitment fees
Amortization
Miscellaneous

TOTAL

EXHIBIT C

2010 2009
Program General and Total Total
Services Administrative Expenses Expenses
$ 298,277 $ 227252  $ 525,529 $§ 373,431
88 23,757 23,845 4,763
501,853 252,416 754,269 293,695
- 498,600 498,600 368,000
9,174,693 - 9,174,693 2,024,041
33,294 47,639 80,933 944,883
- 23,078 23,078 3,026
233,498 100,456 333,954 325,109
4,126 - 4,126 1,975
- 853 853 5,047
17,828 - 17,828 -
18,365 - 18,365 -
570 16,729 17,299 1,542
$ 10,282,592 $ 1,190,780 $ 11,473,372 § 4,345,512

See accompanying notes to financial statements.



EXHIBIT D
INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010
WITH SUMMARIZED FINANCIAL INFORMATION FOR 2009

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ (3,026,496) $ 10,819,512
Adjustments to reconcile change in net assets to
net cash provided (used) by operating activities:
Amortization 18,365 -
Unrealized loss 16,809 15,019
Realized (gain) loss 19,868 (268)
Discount on long-term receivables (373,055) 207,292
(Increase) decrease in:
Interest receivable 5,853 (17,218)
Grants receivable 4,862,707 (13,184,260)
Prepaid expenses - 193,149
Deposit (3,100) -
Increase (decrease) in:
Accrued liabilities 116,217 193,294
Deferred revenue - (1,266)
Grants payable (163.089) 148,089
Net cash provided (used) by operating activities 1.474.079 (1,626 .657)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets (110,189) -
Purchase of investments (58,817) (15,102,754)
Sale of investments 4,089,918 8.999.732
Net cash provided (used) by investing activities 3.920.912 (6.103,022)
Net increase (decrease) in cash and cash equivalents 5,394,991 (7,729,679)
Cash and cash equivalents at beginning of year 1,393,416 9.123.095
CASH AND CASH EQUIVALENTS AT END OF YEAR $_6.788.407 $__1.393.416
See accompanying notes to financial statements. ]



INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION

Organization -

The International initiative for Impact Evaluation, Inc. (3ie) is a non-profit organization,
incorporated in 2008 in the State of Delaware, and located in Washington, D.C with offices in
india and the United Kingdom. 3ie's mission is increasing development effectiveness through
better use of evidence in developing countries.

Basis of presentation -

The accompanying financial statements are presented on the accrual basis of accounting, and
in accordance with FASB ASC 958, Not-for-Profit Entities.

The financial statements include certain prior year summarized comparative information in total
but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with 3ie's financial statements for the year ended
December 31, 2009, from which the summarized information was derived.

Cash and cash equivalents -

3ie considers all cash and other highly liquid investments with initial maturities of three months
or less to be cash equivalents.

At times during the year, 3ie maintains cash balances at financial institutions in excess of the
Federal Deposit Insurance Corporation (FDIC) limits. Management believes the risk in these
situations to be minimal.

Investments -
Investments are recorded at their readily determinable market value. Realized and unrealized
gains and losses are included in investment income in the Statement of Activities and Change in
Net Assets.

Grants receivable -

Grants receivable approximate fair value. Management considers all amounts to be fully
collectible. Accordingly, an allowance for doubtful accounts has not been established.

Fixed assets -

Fixed assets in excess of $500 are capitalized and stated at cost. Computer software is
amortized on a straight-line basis over the estimated useful lives of the related assets, generally
three years. The cost of maintenance and repairs is recorded as expenses are incurred.

Income taxes -

3ie is exempt from Federal income taxes under Section 501(c)(3) of the Internal Revenue Code.
Accordingly, no provision for income taxes has been made in the accompanying financial
statements. 3ie is not a private foundation.



INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Uncertain tax positions -

In June 2006, the Financial Accounting Standards Board (FASB) released FASB ASC 740-10,
Income Taxes, that provides guidance for reporting uncertainty in income taxes. For the year
ended December 31, 2010, 3ie has documented its consideration of FASB ASC 740-10 and
determined that no material uncertain tax positions qualify for either recognition or disclosure in
the financial statements.

Net asset classification -

The net assets are reported in three self-balancing groups as follows:

o Unrestricted net assets inciude unrestricted revenue and contributions received without
donor-imposed restrictions. These net assets are available for the operation of 3ie and
include both internally designated and undesignated resources.

o Temporarily restricted net assets include revenue and contributions subject to donor-
imposed stipulations that will be met by the actions of 3ie and/or the passage of time. When
a restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the Statement of Activities and Change in Net Assets as net assets
released from restrictions.

o Permanently restricted net assets represent funds restricted by the donor to be maintained

in-perpetuity by 3ie. There were no permanently restricted net assets as of December 31,
2010.

Contributions and grants -

Unrestricted and temporanly restricted contributions and grants are recorded as revenue in the
year notification is received from the donor. Temporarily restricted contributions and grants are
recognized as unrestricted support only to the extent of actual expenses incurred in compliance
with the donor-imposed restrictions and satisfaction of time restrictions. Temporarily restricted
contributions and grants received in excess of expenses incurred are shown as temporarily
restricted net assets in the accompanying financial statements.

Use of 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 reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

Functional allocation of expenses -

The costs of providing the various programs and other activities have been summarized on a
functional basis in the Statement of Activities and Change in Net Assets. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.



INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Risks and uncertainties -

3ie invests in various investment securities. Investment securities are exposed to various risks
such as interest rates, 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 that such changes could materially affect the amounts
reported in the accompanying financial statements.

Fair value measurements -

3ie adopted the provisions of FASB ASC 820, Fair Value Measurements and Disclosures. FASB
ASC 820 defines fair value, establishes a framework for measuring fair value, establishes a fair
value hierarchy based on the guality of inputs (assumptions that market participants would use
in pricing assets and liabilities, including assumptions about risk) used to measure fair value,
and enhances disclosure requirements for fair value measurements. 3ie accounts for a

significant portion of its financial instruments at fair value or considers fair value in their
measurement.

INVESTMENTS

Investments consisted of the following at December 31, 2010:

Market Value
Money market funds $ 1,016,333
Government bonds 1.004.160
TOTAL INVESTMENTS $_2,020.493

Included in investment income are the following:

Interest and dividends $ 63,938
Unrealized loss (16,809)
Realized loss (19.868)
TOTAL INVESTMENT INCOME $ 27261

GRANTS RECEIVABLE

As of December 31, 2010, contributors to 3ie have made written promises to give totaling
$16,401,056. Grants due in more than one year have been recorded at the present value of the
estimated cash flows using a discount rate of 3.25%.
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INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

GRANTS RECEIVABLE (Continued)

Grants are due as follows at December 31, 2010:

Less than one year $10,074,677
One to five years 6,326,379
Total 16,401,056
Less: Discount to present value (199.133)
NET GRANTS RECEIVABLE $16,201.923

GRANT COMMITMENTS

Grant commitments not yet authorized for payment due to timing and conditions of the grant awards
have not been accrued and reported as liabilities. Grants will be expensed and paid as deliverables
are met. Grant terms vary, and are payable at various times through 2014. Grants authorized and
expended during the year ended December 31, 2010 totaled $9,174693. There were no
outstanding grant payments due as of December 31, 2010.

The following is a summary of commitments and estimated years of payment as of December 31,
2010:

Year Ended December 31,

2011 $ 9,690,204
2012 4,452 231
$14,142.435

TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consisted of time restricted, long-term grants receivable, totaling
$16,201,923 at December 31, 2010.

During the year ended December 31, 2010, $8,637,129 of temporarily restricted net assets was
released from donor restrictions through the passage of time.

CONCENTRATION OF REVENUE AND RECEIVABLES

Approximately 86% of 3ie's revenue for the year ended December 31, 2010, was derived from
multi-year grants awarded by one international government agency and two private foundations.
Approximately 88% of grant receivables is due from three grantors as of December 31, 2010. 3ie
has no reason to believe that relationships with these agencies will be discontinued in the
foreseeable future. However, any interruption of these relationships (i.e., the failure to renew grant
agreements or withholding of funds) would adversely affect 3ie's ability to finance ongoing
operations.
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INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

LEASE COMMITMENTS

In November 2010, 3ie signed a two-year lease for office space, effective January 1, 2010. Base
rent is $37,200 per year, increasing by a factor of 3.5% per year.

The following is a schedule of the future minimum lease payments:

Year Ended December 31,

2011 $ 37,309
2012 35294

$__72603

Rent expense, which is included in office expense in the Statement of Functional Expenses, for the
year ended December 31, 2010 was $3,100.

COMMITMENTS

3ie is committed under agreements for conference space through the year 2011. The total
commitments under the agreements are not determinable as it depends upon attendance and other
unknown factors. There are cancellation penalties that would be due if the agreements were
cancelled prior to the event date. The amount of the cancellation penalties increase through the
date of the event.

MANAGEMENT AGREEMENT

Effective November 2008, 3ie entered into a three-year Memorandum of Understanding with the
Global Development Network (GDN). Under this agreement, 3ie and GDN will collaborate in
pursuing their shared objectives through the following:

a) They will draw upon their expertise, experience and synergies from, and the sharing of
exchange of information between, each other including the undertaking of joint activities or
collaborative programs;

b) 3ie will utilize GDN as a networking asset and inteliectual partner in support of its activities and
programs;

c) 3ie staff are seconded to GDN to carry out 3ie activities and programs; and

d) GDN will provide facilities and services, including office space, equipment and other services to
3ie.

3ie paid GDN for the following services during the year ended December 31, 2010:

Management fee $ 498,600
3ie seconded staff salaries 438,249
Travel reimbursement costs 333,954
Grants expense 9,170,164
Consultants / Reviewers 462 590
Other 101,131

$11,004.688

11
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INTERNATIONAL INITIATIVE FOR IMPACT EVALUATION, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

MANAGEMENT AGREEMENT (Continued)

As of December 31, 2010, 3ie owed GDN $303,313, which is included in the Statement of Financial
Position.

FAIR VALUE MEASUREMENTS

In accordance with FASB ASC 820, Fair Value Measurements and Disclosures, 3ie has categorized
its financial instruments, based on the priority of the inputs to the valuation technique, into a three-
level fair value hierarchy. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1) and the lowest prionty to unobservable inputs
(Level 3). If the inputs used to measure the financial instruments fall within different levels of
hierarchy, the categorization is based on the lowest level input that is significant to the fair value
measurement of the instrument. Investments recorded in the Statement of Financial Position are
categorized based on the inputs to valuation techniques as follows:

Level 1. These are investments where values are based on unadjusted quoted prices for identical
assets in an active market 3ie has the ability to access.

Level 2. These are investments where values are based on quoted prices in markets that are not
active or model inputs that are observable either directly or indirectly for substantially the full-term of
the investments.

Level 3. These are investments where values are based on prices or valuation techniques that
require inputs that are both unobservable and significant to the overali fair value measurement.
These inputs reflect assumptions of management about assumptions market participants would
use in pricing the investments. These investments include non-readily marketable securities that do
not have an active market.

Financial assets recorded in the Statement of Financial Position are categorized based on the
inputs to the valuation technique as follows for the year ended December 31, 2010:

Level 1 Level 2 Level 3 Total
Asset Category - Investments:
Money Market Funds $ 1,016,333 $ - $ - $ 1,016,333
Government Bonds - 1,004,160 - 1,004,160
TOTAL $_1,016.333 $ 1,004160 $ - $_2,020.493

SUBSEQUENT EVENTS

In preparing these financial statements, 3ie has evaluated events and transactions for potential
recognition or disclosure through Apnl 19, 2011, the date the financial statements were issued.
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