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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2009

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from              to             

Commission file number 000-22405

Information Analysis Incorporated
(Exact name of registrant as specified in its charter)
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Virginia 54-1167364
State or other jurisdiction of

incorporation or organization

(I.R.S. Employer

Identification No.)

11240 Waples Mill Road, Suite 201, Fairfax, Virginia 22030
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code (703) 383-3000

Securities registered pursuant to Section 12(b) of the Act:    None

Securities registered pursuant to Section 12(g) of the Act:

Common Stock, par value $0.01 per share

(Title of class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    ¨  Yes    x  No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Exchange Act.    ¨  Yes    x  No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    x  Yes    ¨  No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    ¨  Yes    ¨  No
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in
Part III of this Form 10-K or any amendments to this Form 10-K.  x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act)    ¨  Yes    x  No

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the price at which
the common equity was last sold, or the average bid and asked price of such common equity, as of the last business day of the registrant�s most
recently completed second fiscal quarter.    $883,187 as of June 30, 2009

Indicate the number of shares outstanding of each of the registrant�s classes of common stock, as of the latest practicable date.    11,196,760
shares Common Stock, $0.01 par value, as of March 30, 2010

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant�s definitive proxy statement for the 2010 Annual Meeting of Stockholders, to be filed within 120 days after the end of
the fiscal year covered by this Form 10-K, are incorporated by reference in Part III of this Form 10-K.
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Cautionary Statement Regarding Forward-Looking Statements

This Form 10-K contains forward-looking statements regarding our business, customer prospects, or other factors that may affect future earnings
or financial results that are subject to the safe harbor created by the Private Securities Litigation Reform Act of 1995. Such statements involve
risks and uncertainties which could cause actual results to vary materially from those expressed in the forward-looking statements. Investors
should read and understand the risk factors detailed here in our Form 10-K and in other filings with the Securities and Exchange Commission.
These risks include, among others, the following:

� our failure to keep pace with a changing technological environment;

� intense competition from other companies;

� inaccuracy in our estimates of the cost of services and the timeline for completion of contracts;

� changes in the way the US government contracts with businesses and changes in the budgetary priorities;

� non-performance by our subcontractors and suppliers;

� terms specific to US government contracts;

� our failure to adequately integrate businesses we may acquire;

� fluctuations in our results of operations and its impact on our stock price;
In some cases, you can identify forward-looking statements by terms such as �may,� �will,� �should,� �could,� �would,� �expect,� �plans,� �anticipates,�
�believes,� �estimates,� �projects,� �predicts,� �intends,� �potential� and similar expressions intended to identify forward-looking statements. These
statements reflect our current views with respect to future events and are based on assumptions and subject to risks and uncertainties. Given
these uncertainties, you should not place undue reliance on these forward-looking statements. We discuss many of these risks in greater detail
under the heading �Risk Factors� in Item 1A. Also, these forward-looking statements represent our estimates and assumptions only as of the date
of this report. Except as required by law, we assume no obligation to update any forward-looking statements after the date of this report.

PART I

Item 1. Business.
Overview of Market

Founded in 1979, Information Analysis Incorporated, which we sometimes refer to as IAI, is in the business of modernizing client information
systems, developing and maintaining information technology systems, and performing consulting services to government and commercial
organizations. Since its inception, we have performed software development and conversion projects for over 100 commercial and government
customers including Computer Sciences Corporation, IBM, Computer Associates, MCI, Sprint, Citibank, U.S. Department of Homeland
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Security, U.S. Treasury Department, U.S. Department of Agriculture, U.S. Department of Energy, U.S. Army, U.S. Air Force, U.S. Department
of Veterans Affairs, and the Federal Deposit Insurance Corporation. Today, we primarily apply our technology, services and experience to
legacy software migration and modernization for commercial companies and government agencies, and to developing web-based solutions for
agencies of the federal government.

The migration and modernization market is complex and diverse as to the multiple requirements clients possess to upgrade their older systems.
Many large legacy systems remain in use because of the enormous cost to re-engineer these systems. Currently, the options available to
modernize these systems are many. Performance and capacity of client server systems, both UNIX and .NET, rival the traditional mainframe
systems. There are many brands of software that can interface with legacy systems via PC interfaces. New software development languages also
allow users to warehouse and data-mine information from legacy databases. Finally, the evolution of the Internet and intranet technology offer a
different approach for collecting and processing large volumes of user transactions, processes which are the forte of older legacy systems. All of
these options are very expensive and time consuming because they require starting all over in defining requirements, designing structures,
programming, and testing. Costs can range as high as $10 or more per line of new code.

1
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Companies are being driven for various reasons to address the upgrading of their legacy systems. One reason is the difficulty of finding and
retaining staff with outdated technical skills, many of which are possessed only by senior programmers nearing retirement. Hardware platforms
such as Unisys are reaching the horizon of their usefulness, and consequently, older programming and data base languages are generally poorly
supported by their providers. Additionally, maintenance costs are materially increasing as vendors squeeze the most out of clients before the
life-cycles of hardware and software expire. In addition, the Internet has added a new level of pressure to compete in the electronic marketplace
with sector rivals. We expect that the next ten years should see an upsurge of movement and change as organizations revamp their older legacy
systems.

A segment of mainframe users is interested in simply updating their legacy systems without drastic rewritings to these systems in newer
languages or adapting expensive off-the-shelf products (such as SAP or Oracle) to their needs. These potential customers are looking for
automated tools that can quickly and cost-effectively move applications onto cheaper computer platforms without the risk of failure. Tools such
as those provided by Micro Focus can perform this function by preserving the business rules in COBOL but extending the screens to be accessed
over the Internet and providing compilers and utilities that allow the application to work on PC and UNIX platforms. It is difficult to determine
the size of this segment, but even a 5% share of this market would represent hundreds of prospective customers.

The web solutions market continues to be one of the fastest growing segments of the computer consulting business as individuals, small
companies, large companies, and governmental agencies expand their presence on the Internet. The range of products and services involved in
this sector is extensive and therefore, require some specialization for a small company such as IAI to make an impact. Most small web
companies are involved in building websites and typically have many short duration projects. More complex web applications generally require
knowledge of customers� back-end systems based on mainframe or mid-level computers. Few small companies have the expertise to develop
these more sophisticated web applications. We distinguish ourselves among smaller companies by having this expertise that is usually associated
with larger companies. These types of applications should become more prominent in the future as web-based solutions continue to evolve
thereby resulting in increasing opportunities for those firms with the requisite skill sets and experience, such as those possessed by IAI.

The commercial and government sectors of the software migration and modernization market can be quite different in their requirements for
web-based applications. Many companies are generally interested in cataloging and selling items whereas government agencies wish to
disseminate data to the citizenry. There is some overlap in common functionality when web applications are designed for procurement
transactions or customer relations. What distinguishes the government requirements is that most government processes are based on forms.
Many government agencies rely on thousands of internal and external forms to conduct their business. Any company that wishes to develop
governmental web applications must address the forms issue. Adobe electronic forms products resold and supported by IAI are the predominant
forms software in the federal government.

Description of Business and Strategy

Since the mid-1990�s we have migrated customers from older computer languages generally associated with legacy computer systems to more
modern languages used with current-day computer system platforms. Many organizations have become aware of the evolving obsolescence of
these systems and are now beginning to fund their modernization. In addition, as part of this modernization, many organizations wish to extend
these legacy systems to interface with web-based applications. Our strategy has been to develop and/or acquire tools that will facilitate the
modernization process and differentiate our offerings in the marketplace.

In 2004, we aligned with Micro Focus, an established company in the legacy COBOL environment, to participate in an effort intended to
promote, quickly and cost-effectively, the conversion of large legacy mainframe systems to PC and Unix server platforms. Micro Focus has
developed a suite of products that simplify the conversion process and enable the entry screens to be Internet accessible. The convergence of

2
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these tools with the recent advancements in hardware performance of PC servers has finally permitted users to substantially reduce their annual
mainframe hardware maintenance costs. As an authorized reseller and installer of the tools, our plan is to derive revenue from software sales and
installation services as well as acquire supplementary programming services that typically occur with each engagement.

Over the last eleven years we have developed a series of workbench tools called ICONS. These tools, used in conjunction with our
methodology, enhance a programmer�s ability to convert code to new platforms and/or computer languages. ICONS can be used with a variety of
languages such as DATACOM COBOL and IDEAL and Unisys COBOL. ICONS facilitates our ability to provide systems modernization
services to companies and government agencies that seek to migrate from mainframe legacy systems to modern environments, including current
computer languages, data bases, and mainframe, midrange, client servers, intranet and Internet platforms. A number of leads derived from Micro
Focus and Microsoft require use of our ICONS tools as a precursor to implementing the Micro Focus solution.

We have structured our company to address the wide range of requirements that we envision the market will demand. We believe that the Micro
Focus tool suite and the suite of ICONS tools will give us a competitive edge in performing certain conversions and migrations faster and more
economically than many other vendors. The diverse capabilities of our staff in mainframe technology and client server implementations help to
assure that our staff can analyze the original systems properly to conduct accurate and thorough conversions.

Our modernization methodology has developed over the past several years through the completion of successful conversion projects. Senior
members of our professional staff can perform both technical and business requirements analyses, prepare general and detail design
documentation and develop project plans including milestones, staffing, deliverables, and schedules. The actual work can be performed at
customer sites or on our premises, which has mainframe and client server facilities for the use of our personnel.

Our strategy to exploit the conversion and modernization market is also based on forming alliances with large information technology consulting
firms who currently maintain the legacy systems for large government agencies and Fortune 1000 companies. These firms have established
relationships with such customers, who rely on their advice in selecting tools and services to modernize legacy systems. We have been
successful in forming partnerships with firms such as IBM, EDS, Northrop Grumman, Unisys, SI International, and Oracle. These alliances have
resulted in significant contracts in the past and are important in procuring future business.

In addition to gaining new business, we will focus on retaining and expanding existing contracts.

We are also using the experience we have acquired as an Adobe Lifecycle reseller to help secure engagements for web-based applications
requiring forms. The Adobe products have evolved over the years into robust tools that can form the backbone of applications, especially those
requiring forms. We have used this expertise to penetrate a number of federal government clients such as the Internal Revenue Service and
Veteran Affairs and build sophisticated web applications. Our knowledge of legacy system languages has been instrumental in connecting these
web applications to legacy databases residing on mainframe computers. Our company has built a core group of professionals that can build this
practice over the coming years.

Concentrating on the niche of electronic forms-related web applications through our relationship with Adobe products, we have developed a
cadre of professionals that can quickly and efficiently develop web applications. We will focus on federal government clients during 2010 and
beyond and leverage the company�s reputation with existing federal customers to penetrate these agencies. We will be able to reference
successful projects completed or in development for the Department of Homeland Security, the Department of Veterans Affairs, Federal
Mediation and Conciliation Service, U.S. Department of Agriculture, General Services Administration, Army Reserve, and U.S. Air Force
Logistics Command.

We have also built several important relationships with larger companies such as Unisys, General Dynamics, Price Waterhouse Coopers, and
Deloitte Consulting. These relationships have already resulted in new opportunities that we intend to expand in 2010.

3
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Management will not only explore ways to expand our current market spaces, but intends to explore new ones that may offer more opportunity.
This may take the shape of organic growth or through acquisition of other companies. In any event, IAI will be more aggressive than in the past
and will take more risks in terms of investment in business development, exploring the potential of diversified business opportunities, and
seeking targets of acquisition. We expect to see the results of these efforts during 2010.

Backlog

As of December 31, 2009, we estimated our backlog at approximately $21.3 million over the next three years, of which $3.8 million was funded.
This backlog consists of outstanding contracts and general commitments from current clients. We regularly provide services to certain clients on
an as-needed basis without regard to a specific contract. General commitments represent those services which we anticipate providing to such
clients during a twelve-month period.

Competition

The competition in the conversion and modernization market is very strong. Many software professional services companies have had some
involvement in this area and profess proficiency in performing these projects. We also face competition from other companies that purport to
substantially automate the process through software tools including Blue Phoenix Solutions, Fujitsu, and IBM. �Off the shelf� software for
enterprise resource planning, such as SAP and Oracle, provides an additional source of competition, although to date, the cost and lengthy
installation time for enterprise resource planning software has slowed its implementation in the market place. No matter what type of solution is
offered, many of our competitors have greater name recognition than our company, a larger, more established customer base, and significantly
greater financial and market resources.

In the electronic forms arena there are multiple forms vendors such as IBM (Pure Edge), Microsoft, and FormNet. These are formidable
competitors who are constantly trying to gain a share of the Adobe market penetration. In the federal marketplace, the cost of switching from
Adobe and losing the sizeable investments in forms already developed gives Adobe an advantage in retaining and extending its client base. Also,
the prevalence of Adobe�s PDF standard format for presenting images in the electronic world is a difficult obstacle for its competitors to
overcome.

There are hundreds of firms performing traditional information technology services and consulting for the federal government. A great number
of them are much larger than IAI, and are more established in the marketplace, and have more resources to pursue individual prospects.

Governmental Regulations

We supply our products and services to the United States federal government pursuant to its General Services Administration Information
Technology contract, its General Services Administration Mission Oriented Business Integrated Services contract, and through contracts
resulting from competitive bidding processes. We are bound by various rules and regulations promulgated by agencies of the federal
government. We have not experienced undue expense beyond those expenses normally incurred in our ordinary course of business in adhering to
such rules and regulations.

Intellectual Property

We depend upon a combination of trade secret and copyright laws, nondisclosure and other contractual provisions and technical measures to
protect our proprietary rights in our methodologies, databases and software. We have not filed any patent applications covering our
methodologies and software. In addition, we attempt to protect the secrecy of our proprietary databases and other trade secrets and proprietary
information through agreements with employees and consultants.

We also seek to protect the source code of ICONS as trade secrets and under copyright law. The copyright protection accorded to databases,
however, is fairly limited. While the arrangement and selection of data can be protected, the actual data is not, and others are free to create
software performing the same function. We believe, however, that the creation of competing databases would be very time consuming and
costly.
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Employees

As of December 31, 2009, we employed 29 full-time and 4 part-time individuals. In addition, we maintained subcontractor relationships with
companies and individuals that add 11 individuals for professional information technology services. Approximately 75% of our professional
employees have at least four years of related experience. For computer related services, we believe that the diverse professional opportunities
and interaction among our employees contribute to maintaining a stable professional staff with limited turnover.

We have no collective bargaining agreements or other such labor contracts with our employees and believe that our employee relationships are
satisfactory. In the long-term, management will likely hire additional staff to meet its anticipated growth requirements. We do not anticipate
encountering material problems in our ability to hire individuals with the requisite employee skill sets, despite a competitive market for our
requisite technical skill sets and government clearances, when required. We utilize fee-based recruiting firms when it is necessary to speed up
the process of locating and hiring employees with specialized skill sets and clearances.

Available Information

We make available free of charge on or through our website our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K and all amendments to those reports as soon as reasonably practicable after such material is electronically filed with or furnished to
the Securities and Exchange Commission, or SEC. Our website address is www.infoa.com.

Item 1A. Risk Factors.
We operate in a rapidly changing environment that involves a number of risks, some of which are beyond our control. This discussion highlights
some of the risks which may affect future operating results. These are the risks and uncertainties we believe are most important for you to
consider. Additional risks and uncertainties not presently known to us which we currently deem immaterial or which are similar to those faced
by other companies in our industry or business in general, may also impair our business operations. If any of the following risks or uncertainties
actually occurs, our business, financial condition and operating results would likely suffer.

Failure to keep pace with a changing technological environment could negatively impact our business.

The computer industry in general, and the market for our application software offerings and services, is characterized by rapidly changing
technology, frequent new technology introductions, and significant competition. In order to keep pace with this rapidly changing market
environment, we must continually develop and incorporate into our services new technological advances and features desired by the marketplace
at acceptable prices. The successful development and commercialization of new services and technology involves many risks, including the
identification of new opportunities, timely completion of the development process, the control and recovery of development and production
costs and acceptance by customers of our products and services. If we are unsuccessful in identifying, developing and marketing our services
and technology or adapting our business to rapid technological change, it will have a material negative impact on our results of operations.

We are subject to intense competition from other companies engaged in software development and computer related services.

The market for our products and services is competitive, rapidly evolving, and can be affected by new product introductions and other market
activities of industry participants. Some of these companies have longer operating histories, greater financial, marketing and other resources,
greater name recognition in other markets and a larger base of customers than IAI. In addition, some companies have well-established
relationships with our current and prospective customers. As a result, these competitors may be able to devote greater resources to the
development, promotion and sale of their products and services than we can. Should we not be able to maintain our competitive advantages in
light of these factors, it could have a material negative impact on our results of operations.

5
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If we are unable to accurately estimate the cost of services and the timeline for completion of contracts, the profitability of our contracts may be
materially and adversely affected.

Our commercial and federal government contracts are typically awarded on a competitive basis. Our bids are based upon, among other items, the
cost to provide the services. To generate an acceptable return on our investment in these contracts we must be able to accurately estimate our
costs to provide the services required by the contract and be able to complete the contracts in a timely manner. If we fail to accurately estimate
our costs or the time required to complete a contract the profitability of our contracts may be materially and adversely affected.

Changes in the way the US government contracts with businesses, and changes in the funding priorities of the US government may materially
and adversely affect our revenue and earnings.

Since the US government is our largest customer, both directly and with us as a subcontractor, changes in the way the government awards
contracts may create a disadvantage for us to compete in certain markets. Additionally, the funding priorities of the US government are subject
to change. If the information technology services that we are equipped to provide are no longer a priority, it may materially and adversely affect
us as funding is shifted to new priorities.

Contracts on which we utilize subcontractors or suppliers may be adversely affected if our subcontractors or suppliers fail to perform required
obligations under the contract.

We frequently utilize subcontract labor on contracts where we bid as partners, we lack a specific type of expertise, or where the subcontractor
has brought the opportunity to us. If our subcontractors or suppliers fail to perform as specified, it may adversely affect our contracts and subject
us to loss of the contracts, unintended expenses, and/or the inability to secure future contracts due to our nonperformance.

US government contracts are generally subject to terms more favorable to the customer than commercial contracts.

US government contracts generally contain provisions and are subject to laws and regulations that give the federal government rights and
remedies not typically found in commercial contracts, including provisions permitting the federal government to:

� terminate our existing contracts;

� reduce potential future income from our existing contracts;

� modify some of the terms and conditions in our existing contracts;

� suspend or permanently prohibit us from doing business with the federal government or with any specific government agency;

� impose fines and penalties;

� subject the award of some contracts to protest or challenge by competitors, which may require the contracting federal agency or
department to suspend our performance pending the outcome of the protest or challenge and which may also require the government
to solicit new proposals for the contract or result in the termination, reduction or modification of the awarded contract;
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� suspend work under existing multiple year contracts and related task orders if the necessary funds are not appropriated by Congress;

� decline to exercise an option to extend an existing multiple year contract; and

� claim rights in technologies and systems invented, developed or produced by us.
The federal government may terminate a contract with us either �for convenience� (for instance, due to a change in its perceived needs or its desire
to consolidate work under another contract) or if we default by failing to perform under the contract. If the federal government terminates a
contract with us for convenience, we generally would be entitled to recover only our incurred or committed costs, settlement expenses and profit
on the work completed prior to termination. If the federal government terminates a contract with us based upon our default, we generally would
be denied any recovery for undelivered work, and instead may be liable for excess costs incurred by the federal government in procuring
undelivered items from an alternative source and other damages as authorized by law.
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Our federal government contracts typically have terms of one or more base years and one or more option years. Federal governmental agencies
generally have the right not to exercise options to extend a contract. A decision to terminate or not to exercise options to extend our existing
contracts could have a material adverse effect on our business, prospects, financial condition and results of operations.

We are dependent on key personnel to maintain our profitability and grow our business.

Our future success depends, to a significant extent, on the continued services of our key personnel. A loss of certain key personnel, both
managerial and technical, would most likely have an adverse effect on our business. In addition, competition for qualified technical personnel
throughout the industry is significant and we may be unable to retain our current personnel or attract, integrate or retain other highly qualified
personnel in the future. If we do not succeed in retaining our current personnel or in attracting and motivating new personnel, our business could
be adversely affected.

Failure to adequately integrate prospective new businesses or acquisitions could materially impact and disrupt our business.

We are seeking to expand our business and may acquire or make investments in companies or businesses offering complementary products,
services and technologies in the future. Acquisitions and investments typically involve numerous risks including, but not limited to difficulties in
integrating operations, technologies, services and personnel and diversion of financial and managerial resources from existing operations. To
manage this prospective growth effectively, we may need to implement additional management information systems capabilities, further develop
our operating, administrative, financial and accounting systems and controls, improve coordination among accounting, finance, marketing and
operations and hire and train additional personnel. Should these prospective integrations prove more difficult and time consuming than
anticipated, it could negatively impact our results of operations.

Fluctuations in our results of operations from period to period may cause fluctuations in our stock price.

Our financial results vary from quarter to quarter based on certain factors such as the timing of significant orders, contract funding approvals and
contract completions, some of which are beyond our control. As a consequence, our quarterly and annual revenue and operating results may
fluctuate from period to period, and period comparisons may therefore not be meaningful. Such fluctuations in the future could contribute to
corresponding fluctuations in our stock price and in certain cases cause the trading price of our stock to decline.

The exercise of outstanding options and warrants to purchase our common stock could substantially dilute shareholders� investments.

Under the terms of existing warrants to purchase our common stock, non compensatory options to acquire our common stock, and other
outstanding options to acquire our common stock issued to employees and others, the holders thereof are given an opportunity to profit from a
rise in the market price of our common stock that, upon the exercise of such warrants and/or options or conversion of such notes, could result in
dilution in the interests of our other shareholders.

Our business potential could be impacted by our failure to adequately protect our intellectual property.

Our success depends in part on our ability to obtain and maintain proprietary protection for our technologies, products, and processes, and our
ability to operate without infringing the proprietary rights of other parties. We may not be able to obtain copyright, patent or other protection for
our proprietary technologies or for certain processes developed by our employees. Legal standards relating to intellectual property rights in
computer software are still developing and this area of the law is evolving with new technologies. Any copyrights, patents or other registrations
may not sufficiently protect us against competitors with similar technology. In addition, our intellectual property rights may be challenged,
narrowed, invalidated or circumvented. Our intellectual property rights do not guarantee any competitive advantage. Because our success in part
relies upon our technologies, if proper protection is not available or can be circumvented, our business may be negatively impacted.
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There is a limited public market for our common stock

Our common stock is presently quoted on the OTC Bulletin Board under the symbol �IAIC�, and the securities are traded through broker-dealers.
Because our stock trades on the OTC Bulletin Board rather than on a national securities exchange, a shareholder may find it difficult to either
dispose of, or obtain quotations as to the price of our common stock. There has historically been a low trading volume of our shares which may
have an adverse impact on a shareholder�s ability to execute transactions of our shares.

Our forward-looking statements and projections may prove to be inaccurate.

Our actual financial results likely will be different from those projected due to the inherent nature of projections and may be better or worse than
projected. Given these uncertainties, you should not rely on forward-looking statements. The forward-looking statements contained in this Form
10-K speak only as of the date of this Form 10-K. We expressly disclaim a duty to provide updates to forward-looking statements after the date
of this Form 10-K to reflect the occurrence of subsequent events, changed circumstances, changes in our expectations, or the estimates and
assumptions associated with them. The forward-looking statements in this Form 10-K are intended to be subject to the safe harbor protection
provided by the federal securities laws.

Item 2. Properties.
Our offices are located at 11240 Waples Mill Road, Fairfax, VA 22030. We hold a lease for 4,434 square feet. This lease expires on May 31,
2013. We believe that our current facility is suitable and adequate to meet our current needs, and that suitable additional or substitute space will
be available as needed to accommodate expansion of our operations.

Item 3. Legal Proceedings.
There are presently no pending legal proceedings to which we are a party or to which any of our property is subject and, to the best of our
knowledge, no such actions against us are contemplated or threatened.
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PART II

Item 5. Market for Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.
Market Information

Our Common Stock trades on the Over-the-Counter Bulletin Board under the symbol IAIC. The following table sets forth, for the fiscal periods
indicated, the high and low bid prices of the Common Stock, as reported by Yahoo Finance:

Fiscal Year Ended December 31,
2009

Fiscal Year Ended December 31,
2008

Quarter Ended: Quarter Ended:
3/31/09 6/30/09 9/30/09 12/31/09 3/31/08 6/30/08 9/30/08 12/31/08

High $ 0.08 $ 0.15 $ 0.48 $ 0.20 $ 0.37 $ 0.29 $ 0.18 $ 0.14
Low $ 0.05 $ 0.06 $ 0.09 $ 0.10 $ 0.25 $ 0.14 $ 0.14 $ 0.04
The quotations on which the above data are based reflect inter-dealer prices without adjustment for retail mark-up, mark-down or commission,
and may not necessarily represent actual transactions.

Because our stock trades on the OTC Bulletin Board rather than on a national securities exchange, a shareholder may find it difficult to either
dispose of or obtain quotations as to the price of our common stock. There has historically been a low trading volume of our shares which may
have an adverse impact on a shareholder�s ability to execute transactions of our shares.

Holders

As of December 31, 2009, we had 116 holders of record of our Common Stock.

Dividends

We have never paid any cash dividends on our common stock and do not anticipate paying cash dividends within the foreseeable future. Our
management anticipates that all earnings, if any, will be retained for development of our business. Any future dividends will be subject to the
discretion of the board of directors and will depend on, among other things, future earnings, our operating and financial condition, our capital
requirements and general business conditions.

Securities authorized for issuance under equity compensation plans

The following table contains information regarding securities authorized and available for issuance under our equity compensation plans for
certain employees, directors, and consultants.

Equity Compensation Plan Information

Plan Category Number of securities

to be issued upon

exercise of

Weighted-average
exercise
price of

outstanding

Number of securities

remaining available for future

issuance under equity
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outstanding options,

warrants, and rights
(a)

options,
warrants,

and rights
(b)

compensation plans

(excluding securities reflected

in column (a))
(c)

Equity compensation plans
approved by security holders1,2 1,019,000 $ 0.33 553,000
Equity compensation plans not
approved by security holders �  �  �  
Total 1,019,000 $ 0.33 553,000
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1 The Company has a stock incentive plan, which became effective May 18, 2006, and expires May 17, 2016 (the �2006 Plan�). The 2006 Plan
provides for the granting of equity awards to employees and directors. The maximum number of shares for which equity awards may be
granted under the 2006 Plan is 950,000. Options under the 2006 Plan expire no later than ten years from the date of grant or 90 days after
employment ceases, whichever comes first, and vest over periods determined by the Board of Directors.

2 The Company had a stock option plan, which became effective June 25, 1996, and expired May 29, 2006 (the �1996 Plan�). The plan
provided for the granting of stock options to employees and directors. The maximum number of shares for which options could be granted
under the 1996 Plan was 3,075,000. Options expire no later than ten years from the date of grant or 90 days after employment ceases,
whichever comes first, and vest over periods determined by the Board of Directors.

Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations.
The following discussion should be read in conjunction with the attached financial statements and notes thereto. Reference is made to
�Cautionary Statement Regarding Forward-Looking Statements� on page 1 hereof, which describes important factors that could cause actual
results to differ from expectations and non-historical information contained herein.

Overview

During 2009 our sales and marketing efforts were focused to capitalize on our expertise in these areas � electronic forms software, conversion,
modernization, accessibility, and web-enablement, services and tools to address the legacy modernization/conversion market, including third
party tools, legacy and post-conversion database support, development and support of database-backed web portals, other web-based solutions,
and management consulting services.

In 2009 we had net income of $164,062. Our stockholders� equity was $1,719,584 at December 31, 2009. Our gross margins improved by
$479,695 on only slightly increased revenue. Direct costs related to sales of professional services fell by $567,060, due to a number of new
contracts which capitalized on the efficiencies of our employees and systems in our modernization and electronic forms disciplines. Our
expenses related to sales, general and administrative infrastructure decreased slightly in 2009, though expenditures for commissions earned
increased significantly. The commission increases are directly related to the margin increases on our contracts, and the resulting commissions
payable are reflected in increases in accrued liabilities. Our accounts payable decreased by $712,222 due to the timing of product orders, several
of which were outstanding at the prior year end. Our deferred revenue increased due to additional sales of maintenance contracts.

Despite having net income and increases in deferred revenue, our cash and cash equivalents decreased $70,831, due to increases in prepaid
maintenance contracts under which revenue is deferred and a large decrease in accounts payable. We were able to maintain and to grow our
investment in interest bearing accounts, and we were able to operate throughout 2009 without borrowing against our line of credit.

Results of Operations

The following table sets forth, for the periods indicated, selected information from our Statements of Operations, expressed as a percentage of
revenue:

Years Ended
December 31,

2009
December 31,

2008
Revenue 100.0% 100.0% 
Cost of Goods Sold 68.2% 75.0% 

Gross Profit 31.8% 25.0% 
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Operating Expenses
Selling, general and administrative (29.5)% (30.8)% 

Income (loss) from operations 2.3% (5.8)% 
Other income 0.1% 0.3% 

Income (loss) before income taxes 2.4% (5.5)% 
Provision for income taxes (0.0)% (0.0)% 

Net income (loss) 2.4% (5.5)% 
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2009 Compared to 2008

Revenue. Revenue for 2009 increased $18 thousand, or 0.3%, to $6.71 million from $6.69 million in 2008. Revenue from professional services
decreased $12 thousand, or 0.2%, to $4.94 million in 2009 from $4.95 million in 2008. Revenue from software sales increased $30 thousand, or
1.7%, to $1.77 million in 2009 from $1.74 million in 2008. In 2009, we were able to replace expiring professional services contracts with
contracts that generated a similar amount of revenue.

Gross Profit. Gross profit increased $480 thousand, or 28.6% in 2009 versus 2008. Gross profit as a percentage of revenue increased to 32.1% of
revenue in 2009 from 25.0% of revenue in 2008. Though revenue remained fairly consistent, direct costs related to sales of professional services
fell by $567 thousand, due to a number of new contracts which capitalized on the efficiencies of our employees and systems in our
modernization and electronic forms disciplines. Professional services gross margin was $1.8 million or 37.2% of revenue in 2009, compared to
$1.3 million, or 25.9% of revenue in 2008. Software sales gross margin decreased from $395 thousand in 2008 to $319 thousand in 2009. Gross
margin as a percentage of revenue for software sales decreased from 22.6% in 2008 to 18.0% in 2009. This difference in gross margin as a
percentage of revenue for software sales is largely due to pricing changes with suppliers and changes in the product mix sold.

Selling, General and Administrative. Selling, general and administrative expense for 2009 decreased $67 thousand to $2.00 million, or 29.8% of
revenue, from $2.07 million, or 30.9% of revenue, in 2008. Commissions on sales increased significantly with the increases in gross profit, but
decreases in most other areas of selling, general and administrative expenses absorbed those increases.

Recently Adopted Accounting Pronouncements

In June 2009, the FASB issued the Accounting Standards Codification (Codification). Effective July 1, 2009, the Codification is the single
source of authoritative accounting principles recognized by the FASB to be applied by nongovernmental entities in the preparation of financial
statements in conformity with U.S. generally accepted accounting principles (GAAP). The Codification is intended to reorganize, rather than
change, existing GAAP. Accordingly, all references to currently existing GAAP have been removed and have been replaced with plain English
explanations of the Company�s accounting policies. The adoption of the Codification did not have a material impact on the Company�s financial
position or results of operations.

In May 2009, the FASB revised the authoritative guidance for subsequent events, which establishes general standards of accounting for and
disclosure of events that occur after the balance sheet date but before financial statements are issued or are available to be issued. This guidance
was effective for financial statements issued for interim and annual reporting periods ending after June 15, 2009. We adopted this guidance for
the period ended June 30, 2009, and have provided the disclosures required for the period ending December 31, 2009.

Recent Accounting Pronouncements Not Yet Adopted

In October 2009, the FASB issued Update No. 2009-13, which amends the Revenue Recognition topic of the Codification. This update provides
amendments to the criteria in Subtopic 605-25 of the Codification for separating consideration in multiple-deliverable arrangements. As a result
of those amendments, multiple-deliverable arrangements will be separated in more circumstances than under existing U.S. GAAP. The
amendments establish a selling price hierarchy for determining the selling price of a deliverable and will replace the term fair value in the
revenue allocation guidance with selling price to clarify that the allocation of revenue is based on entity-specific assumptions rather than
assumptions of a marketplace participant. The amendments will also eliminate the residual method of allocation and require that arrangement
consideration be allocated at the inception of the arrangement to all deliverables using the relative selling price method and will require that a
vendor determine its best estimate of selling price in a manner that is consistent with that used to determine the price to sell the deliverable on a
standalone basis. These amendments will be effective prospectively for revenue arrangements entered into or materially modified in fiscal years
beginning on or after June 15, 2010, with early adoption permitted. We are currently evaluating the impact the adoption of this update might
have on our results of operations and financial condition.
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