com 990 Return of Organ@%b@@@ynpt From Income Tax

Under section 501(c), 527, or 4947(a)(1) of the Internal Revenue Code (except black lung

SCANNED JAN 1 0 700

Department of the Treasury benefit trust or private foundation) Open to Public
Internal Revenue Service » The organization may have to use a copy of this retumn to satisfy state reporting requirements Inspection
A For the 2003 calendar year, or tax year beginning 04/01 . 2003, and ending 03/31/2004
B 3 Check ifappieablo | Ploase C Name of organization D Employer identification number
|| || IN-0-TEL, INC. 52-2149962
| | Name change § o4n of Number and street (or P O. box If mail is not delivered to street address) | Room/suite E Telephone number
- Initial retun type.
reatvanm | 9 | PO BOX 12407 (703) 248-3000
| Amended Spectflc . Accounting
|| retum tnstruc- City or town, state or country, and ZIP + 4 ' method: |__| Cash L;I Accrual
| ::ﬁﬂ:nl:m tions. ARLINGTON, VA 22219 ﬁ Other (specity) P>
e Section 601(c)(3) organizations and 4947(a)(1) nonexempt charitable H and | are not applicabile to section 527 organizations
trusts must attach a completed Schedule A (Form 990 or 990-E2). H(a) Is this a group retum for affilates? D Yes EI No
G Website: P> WWW.IN-Q-TEL.ORG H(b) If "Yes," enter number of affilates P> N/A
J Organization type (check only one) )lx | 501(c) (3 ) « (insertno) ] I4947(a)(1) or D 527 |H(c) Are all affilates inciuded? QVY_O; b-u—o
K Checkhere » u if the organization’s gross receipts are normally not more than $25,000 The H(d) ﬁ';:‘:::a::: 1:5:‘ 3::;;‘?’?";1'0"5
organization need not file a retum with the IRS, but if the organization receved a Form 990 Package organization covered by a group ruung?l_l Yes | X | No
in the maul, it should file a retum without financial data Some states require a complete return. | Group Exemption Number P> N / A
M Check P I_I if the organization ts not required
L Gross receipts Add lines 6b, 8b, 9b, and 10D to ine 12 > 53,096,980. to"Bttach Sch B (Form 990, 990-EZ, or 990-PF)
Revenue, Expenses, and Changes in Net Assets or Fund Balances (See page 18 of the instructions.)
1  Contributions, gifts, grants, and similar amounts received STMT 1
a Directpublicsupport, . , . . . .. ... ... .00t 1a
b Indirectpublicsupport , . ., . ... ... .. ... ... ... ib
¢ Government contributions (grants) ., . . . . . . . . .t e e e .. 1¢c 50,907,009.
d Total (add lines 1a through 1c) (cash S 50,907,009. noncash $ NONE ) [(1d 50,907,009.
2  Program service revenue including government fees and contracts (from Part Vil,ine93) , , . . . . .. 2
3 Membershipduesandassessments . . , ., . . . .. .4ttt r e e 3
4 Interest on savings and temporarycashinvestments . . . . . . . . . .ttt e e e e e e .. 4
5 Dividends and interest from SECUMIES . . . . . . . v v v v v v e e s e s e e et e e e e 5
6a Grossrents |, ... ... e 6a
b Less.rentalexpenses , , . . .. ... ... .cce0nn 6b
¢ Net rental income or (loss) (subtract ine 6b fromline6a) , . . . . . e e e e e e e e e e, 6c
§ 7  Other investment income (describe P> STMT 2 )7 15,936.
% 8 a Gross amount from sales of assets other (A) Secunties (B) Other
x than inventory , . ., . ... STMT 2A 1,576,946. |8a 597,089.
b Less: cost or other basis and sales expenses , 6,054,821. {8b 597,089.
¢ Gain or (loss) (attach schedule) , ., , . . . . -4,477,875. [8c NONE
d Net gain or (loss) (combine ine 8¢, columns (A)and (B)) . . . « « v v v s o o v v v s v o s o o s v o 8d -4,477,875.
¢  Special events and activities (attach schedule) If any amount is from gaming, check here
a Gross revenue (not including $ of
contributions repottedonline1a), ., . . . . . . . . v v v b 0 e o 9a
b Less: direct expenses other than fundraisingexpenses , . . . . . .. 9b -
€ Net income or (loss) from special events (subtract ine 9b fromline9a) - « « « + ¢ ¢ o v v o v 00 o 9¢c
10 a Gross sales of inventory, less retuns and allowances , , , . . . .. H0a
b Less costofgoodssold . . . . ... ......... . ..., 10b
¢ Ggags profit or (loss) from sales of inventory (attach schedule) (subtract line 10b from line 10a) , , , . . 10¢
FRpeiom Part VIL INe 103) . . . . i . i e e e e e e e e e e e s 11
] - 3,4,5,6¢,7,8d,9¢,10c,and11) « « « « o o 004t ao s 12 46,445,070,
GAN (B)) . . . . ... 13 38,412,897.
$ ipd 44, column (€, . . . . u e e 14 9,522,843,
g RO) ... 15
w 7 T 186
GANd 44, column (A))e = - =+ s o 4 e s v s e e v e e e e 4 s e 17 47,935,740.
% > EP foubtract line 17 from hne 2 73 T 18 ~1,490,670.
- Net assets or fund balan®®saf beginning of year (fromline 73, column(A)) , . . . .. ... ... ... 19 3,994,924.
; 20 Other changes In net assets or fund balances (attach explanation) , , , , ., STMT .3 ........ 120 7,.285,860.
Z |21 Net assets or fund balances at end of year {combine nes 18, 19,and20) - - - « - - « + » - - - » - 21 9,790,114,
For Paperwork Reduction Act Notice, see the separate instructions. Form 990 (2003)
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Form 990 {2003)

_52-2149962

thez

Statement of
Functional Expenses

All orgamizations must complete column (A) Columns (B), (C), and (D) are required for section 501(c)(3) and (4) organizations
and section 4947(a)(1) nonexempt chartable trusts but optional for others (See page 22 of the instructions )

D e St rebyted 7 e @ Ton R I
22 Grants and allocations (attach schedule)
(cash § 'S 1122
23 specific assistance to individuals (attach schedule) { 23
24 Benefits paid to or for members (attach schedule) | 24
25 Cormnpensation of officers, directors, etc.| 26 3,877,980. 1,173,212. 2,704,768.
28 Other salaries and wages _ , . . . . . |26 6,291,078. 3,845,286. 2,445,752,
27 Persion plan contributions | | | | ., . |27 266,043. 120,007, 146,036.
28 Other employee benefits | . ., | . . |28 592,805. 260,554. 332,251.
29 Payrollitaxes , ., . . ......... . 129 458 ,026. 205,134. 252,892.
30 Professional fundraising fees , . | . 30
31 Accountingfees _ . ., ., .. ..... . 131 254,082, 254,082,
32 Legalfees . ... ... ........ 32 451,906. 356,939. 94,967.
33 Supplies . ..... e e e e e e 33 97,720. 56,992. 40,728.
34 Telephone , ., ............ . |34 353,959. 195,758. 158,201.
35 Postageandshipping . . ....... 35 37,011. 16,620. 20,391.
36 Occupancy . ... ... i e 36 969,730. 800,541. 169,189.
37 Equipment rental and maintenance, ., |37 il
38 Printing and publications _ , , . . .. |38 29,959. 4,367. 25,592.
39 Travel, . ... .......... .. 39 945,715. 502,619. 443,096.
40 Conferences, conventions, and meetings ., (40 167,522, 77,449. 90,073.
41 Interest, , . ......... 41
42 Depreciation, depletion, etc STMT 8 42 743,697. 603,964. 139,733.
43 Othor expenses not covered above (temize) 8TMT _4_[43a 32,398,507. 30,193,455. 2,205,052,
b__ 43b
C 43¢
d___ 43d
e 43e
44 Total functional expenses (add lines 22 through 43)
anizations columns (BHD), carry
thesetotalstolines 1315, ., ., , . . .. ... 44 47,935,740. 38,412,897, 9,522 ,843.

Joint Costs. Check » | | if you are following SOP 98-2.

Are any joint costs from a combined educational campaign and fundraising solicitation reported in (B) Program services?
If “Yes,” enter (i) the aggregate amount of these joint costs $

; (i) the amount allocated to Program services

(i) the amount allocated to Management and general $

parti

; and (iv) the amount allocated to Fundraising $

> DYes [ﬂ No

$

Statement of Program Service Accomplishments (See page 25 of the instructions.)

What ie. the organization's primary exempt purpose? P

All organizations must describe their exempt purpose achievements in a clear and concise manner. State the number
of clients served, publications issued, etc. Discuss achievements that are not measurable. (Section 501(c)(3) and (4)
organizations and 4947(a)(1) nonexempt charitable trusts must also enter the amount of grants and allocations to others.)

STMT 5

Program Service
Expenses
(Required for 501(c)(3) and
(4) orgs , and 4947(a)(1)
trusts, but optional for

others )

a SEE _STATEMENT 5 . __ _ _ _ _ e
T T Grants and aliocations$ )1 38,412,897.

D
""""""""""""""""""""" " (Grants and allocatons$ )

C
T  (Grants and allocations Ty

L
T T (Grants and allocations )

e Other program services (attach schedule) (Grants and allocations $ )

f_Total of Program Service Expenses (should equal line 44, column (B), Program services). . . . ... .. .. > 38,412,897.

JSA
3E1020 1 000
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52-2149962

Form 990 (2003) Page 3
Balance Sheets (See page 25 of the instructions.)
Note: bVhere required, attached schedules and amounts within the descnption (A) (8)
column should be for end-of-year amounts only. Beginning of year End of year
45 Cash-nondnterest-bearing . ... .......¢cc0 i, 45
46 Savings and temporary cashinvestments , . . ... ... ... ... ..., 29,354,144.| 46 31,522,058.
47a Accountsreceivable |, . . ... .......... 47a
b Less. allowance for doubftful accounts , , . ., . . 47b 47c¢c
48a Pledgesreceivable . , , . .. ........... 48a
b Less: allowance for doubtful accounts , , , . . .. 48b 48¢
49 Grantsreceivable | . . . L. . L . e e e e e e e e e e e 13,886,630.| 49 10,046,293.
50 Receiwvables from officers, directors, trustees, and key employees
(attachschedule) . . . . . . . ... ... ... ... ... 50
51a Other notes and loans receivable (attach
" schedule) . . .................... 51a
§ b Less: allowance for doubtful accounts , . . . .. 51b 51¢c
2152 Inventoriesforsaleoruse . . ., ... .......... ... .00, 52
83 Prepaid expenses anddeferredcharges. . . . . . . . . . .. oo 644,688, 53 469,685.
§4 Investments - securities (attach schedule) STMT .6, » D Cost E FMV 39013,361.| 54 7,193,331,
§5a Investments - land, bulldings, and
equpment basis | .. . .......... 55a
b Less: accumulated depreciation (attach
schedule) . . . . . ... ... ........... §5b §5¢
56 Investments - other (attach schedule) . . .. ... e e e e STMT. 7 40,539.| 56 59,458.
5§7a Land, buildings, and equipment: basis , . . . . . . 57a 3,908,765.
b Less: accumulated depreciation (attach
schedule) . . . .. ....... 0000 uu... 57b 2.495,952. 984,615.|57¢c 1,412,813.
§8 Other assets (describe p 29,562.| 58 NONE
59 Total assets (add lines 45 through 58) (must equalline74). . . . ... ... 47.953,539.] 59 50.703,638.
60 Accounts payable and accruedexpenses , . . . . . ... ... et 7,253,534./60 9,753,092,
81 Grantspayable . . .. ... ... ... ... e e e 61
62 Deferredrevenue . . . . . . . . . ¢ . ittt v ot te st oentsenaas 36,705,081.| 62 31,160,432,
#1863 Loans from officers, directors, trustees, and key employees (attach
= SChedUIR) | L . L it 83
<|64a Tax-exempt bond liabilities (attachschedule) . . . ... ............ 64a
3 b Mortgages and other notes payable (attachschedule) . . . . .. ....... 64b
65 Other liabilities (descnbe p ) 65
66 Total liabllitles (add lines 60 through65) . . . ... .. ... .. ... .... 43,958,615.| 66 40,913,524.
Organizations that follow SFAS 117, check here » m and complete lines
67 through 69 and lines 73 and 74. -
0|87 Unrestnicted | . . . ... ... ... ... e 3,994,924.]| 67 9,790,114.
8168 Temporariy restricted . . ... ... ... 68
ﬁ 69 Permanentlyrestricted . . . .. .. .. ... . .. i e e 69
| Organizations that do not follow SFAS 117, check here 4 D and
E complete lines 70 through 74
5 70 Capital stock, trust principal, orcurrentfunds , _ . . .. ... ......... 70
@|71 Paid-in or capital surplus, or land, building, and equipmentfund ., . .. . .. 71
9172 Retained earnings, endowment, accumulated income, or other funds , , . ., . 72
2 73 Total net assets or fund balances (add lines 67 through 69 or lines
g 70 through 72;
column (A) must equal line 19; column (B) mustequalline 21) _ . . . .. .. 3,994,924.173 9,790,114.
74 Total liabllities and net assets / fund balances (add lines 66 and 73) . . . . 47,953 ,539.1 74 50,703,638.

Form 990 is available for public inspection and, for some people, serves as the primary or sole source of information about a
particular organization. How the public perceives an organization in such cases may be determined by the information presented
on its return. Therefore, please make sure the return is complete and accurate and fully describes, in Part lll, the organization's
programs and accomplhshments.

JSA
3E1030 2 000
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Form 990 (2003)

52-2149962

MReconclhatlon of Revenue per Audited econciliation of Expenses per B
Financial Statements with Revenue per Financial Statements with Expenses per
. Retumn (See page 27 of the instructions.) Return
a Total revenue, gains, and other support a Total expenses and losses per
per audited financial statements . p|a| 53,730,930. audited financial statements _ . . p|a 47,935,740.
b Amounts included on line a but not on b Amounts included on line a but not
line 12, Form 990° on ine 17, Form 990
(1) Net unrealized gains (1) Donated services
oninvestments , . § 7,285,860, and use of facilities $
(2) Dor:ated services (2) Prior year adjustments
and use of facilities § reported on line 20,
(3) Recoveries of prior Form990 , . . .. $
yeargrants , , , . $ (3) Losses reported on
(4) Other (specify) line 20, Form990 §
(4) Other (specify)
$
Add amounts on lines (1) through (4) »| b 7,285,860. s
Add amounts on lines (1) through (4) , .
¢ Lineaminuslineb . . . »lc| 46,445,070./l¢c Lineaminusineb _ _ ., . ... > c 47,935,740.
d Amounts included on line 12, d Amounts included on line 17,
Form 990 but not on line a: Form 990 but not on fine a:
(1) Investment expenses (1) Investment expenses
not included on line not included on line
6b, FormS9%0 ., . § 6b, Formg90 _ _ . $
(2) Other (specify): (2) Other (specify)
$ $
Add amounts on lines (1)and (2) , . »|d Add amounts on lines (1) and (2) , . | d
e Total revenue per line 12, Form 980 e Total expenses per line 17, Form 990
.......... »|e 46,445,070. (lnecplusined) « =« =+« ... .ple 47,935,740.

line ¢ plus line d)
List of Officers, Directors, Trustees, and Key Employees (List each one even if not compensated, see page 27 of

the instructions.)

(B) Title and average (€) Compensation (D) Contributions to (E) Expense
(A) Name and address hours per week (If not paid, enter | employee benefit plans & | account and other
devoted to position 0-.) deferred compensation allowances
SEE STATEMENTS 10A & 10B
3,877,980. 197,728, 74,160.

78 Did any officer, director, trustee, or key employee receive aggregate compensation of more than $100,000 from your

organization and all related organizations, of which more than $10,000 was provided by the related organizations?
If "Yes,” attach schedule - see page 28 of the instructions.

4 DYes

ENO

JSA
3E1040 200)

GWU1lRL U473

Form 990 (2003)



Form ‘990 (2003) 52-2149962 Page §

Other Information (See page 28 of the instructions.) Yes| No

76 Did the organization engage in any activity not previously reported to the IRS? If “Yes," attach a detailed descniption of each activity . , | 76 X
77 Were any,changes made in the organizing or governing documents but not reportedtothe IRS? _ _ . . . ., . ... ... ...... 17 X

If "Yes," attach a conformed copy of the changes.
78 a Did the organization have unrelated business gross income of $1,000 or more during the year covered by this return? | ., . . . . . 78a X

b If "Yes,” has it filed atax return on Form 990-T forthis Year? | . . . . . . . . v v i i i e e e e e e e e o e o e o e s ee o e na 78b| N/RA

79 Was there a liquidation, dissolution, termsnation, or substantial contraction dunng the year? If "Yes,"” attach a statement _ . . . . . 79 X
80 a Is the organization related (other than by association with a statewide or nationwide organzation) through common

membership, governing bodies, trustees, officers, etc , to any other exempt or nonexempt organizaton? . = = = = . . ... ... .. 80a X

b If "Yes,” enter the name of the organizationp- ‘
and check whether it 1s I I exempt or I l nonexempt.

81 a Enter direct and indirect political expenditures See line 81 instructions, , ., . . ... ... ..... 81a | NONE|
b Did the organization file Form 1120-POL forthis Year? . . . . . . . . e s s e s s e e e e e e e e e e e e e e e e 81b| N/A
82 a Did the organization receive donated services or the use of matenals, equipment, or facilties at no charge
or at sutstantially lessthanfairrentalvalue? , | ., ., .. ... ... ... L e e 82a X
b If “Yes," you may indicate the value of these tems here Do not include this amount
as revenue in Part | or as an expense in Part ll. (Seeinstructons mPartifl.) . . , . .. ........ I 82bJ N/A
83 a Did the organization comply with the public inspection requirements for retumns and exemption applications? , . . ., . . .. ... .. 83a| X
b Did the organization comply with the disclosure requirements relating to quid pro quo contnbutions? _ , . . . .. ... ... .... 83b| X
84 a Did the organization solicit any contributions or gifts that were not tax deductible? | . . . . . . . . . it s e e e e e e e e e 84a X
b If “Yes," did the organization Iinclude with every solicitation an express statement that such contributions “« !
or gifts viere not tax deductible? | . . L L L L. 84b| N/p
86 501(c)(4), (5), or (6) organizations. a Were substantially al!l dues nondeductible bymembers? . . = ., . ... ........... 86a N/h
b Did the organization make only in-house lobbying expenditures of $2,0000rless? _ . . . . ... . ... e 86b| N/ A

If “Yes" was answered to either 85a or 85b, do not complete 85¢ through 85h below uniess the organization
received a waiver for proxy tax owed for the prior year.

c Dues, assessments, and similar amounts frommembers . = . . ... ... ... ... ... 86¢ N/A
d Section 162(e) lobbying and political expenditures . . . . . . . . . v it e e e e e e e e 86d N/A
e Aggregale nondeductible amount of section 6033(e)(1)(A)duesnotices , , , . ... ........ 86e N/A
f Taxable amount of lobbying and political expenditures (line 85dless85¢) . ., . . . ... ... ... 86f N/A
g Does the organization elect to pay the section 6033(e) tax on the amountonlne85f? . . . . . . ... ........ e e .. .|88g] N/A
h If section 6033(e)(1)(A) dues notices were sent, does the organization agree to add the amount on line 85f to its reasonable
estimate of dues allocable to nondeductible lobbying and political expenditures for the followingtaxyear?, . . . ... ... ... .. 86h| N/
86 501(c)(7) orgs. Enter: a Initiation fees and capital contributions includedonhne 12 . . . . . ... 86a N/A
b Gross receipts, included on line 12, for public use of club facilittes | . . . . . . .. ......... 86b N/A
87 501(c)(12) orgs Enter: a Gross income from members or shareholders . . . .. .. .. ... 87a N/A
b Gross income from other sources. (Do not net amounts due or paid to other
sources against amounts due or received fromthem.) . . . . . . . ... L. s e e 87b N/A

88 At any time during the year, did the organization own a 50% or greater interest in a taxable corporation or
partnership, or an entity disregarded as separate from the organization under Regulations sections

301.7701-2 and 301.7701-37 If "Yes,"complete Part IX L e e e e e e e 88 X
89 a 501(c)(3) organizations Enter: Amount of tax imposed on the organization dunng the year under.
section 4911 p . NONE . section 4912 » NONE ; section 4955 NONE!| .

b 501(c)(3) and 501(c)(4) orgs. Did the organization engage 1n any section 4958 excess benefit transaction
during the year or did it become aware of an excess benefit transaction from a pnor year? If “Yes,” attach

a statement explaining each transaction L L e e e e 88b X
¢ Enter: Amount of tax imposed on the organization managers or disqualified persons during the year under

sections 4912, 4955, and 4858 L L e e et > NONE
d Enter: Amount of tax on ine 89¢c, above, reimbursed by the organization » NONE

90 a List the ttates with which a copy of this return is filed pCALIFORNIA
b Number of employees employed in the pay period that includes March 12, 2003 (See instructions)

.................. lsob |43

81 The books are incareof p IN—-O-TEL Telephoneno P> 703-248-3000
Locatedat p» PO BOX 12407 ARLINGTON, VA 2P+4 p 22219

92 Section 4947(a)(1) nonexempt charitable trusts filing Form 990 in lieu of Form 1041 -Checkhere _ . . . . . . . . . v i v i e i e . > l__’
and enter the amount of tax-exempt interest received or accrued dunng thetaxyear . . . . . . < . o ¢ o o o . o . » I 92 | NONE

Form 990 (2003)

JSA
3E1041 2 000
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Form 990 F—— 52-2149962 Page 6
Analysis of iIncome-Producing Activities (See page 33 of the instructions.)

Note: Enter gross amounts unless otherwise Unrelated business income Excluded by section 512, 513, or 514 (E)
indicated . (A) (8) (©) (D) exe':;?tf?nglon
83 Program service revenue: Business code Amount Exclusion code Amount income

a

b

c

d

e

f Medicare/Medicaid payments , , . ., . . .

@ Fees and contracts from government agencies ,
94 Membership dues and assessments . . .

956 t on savings and temporary cash Ir

96 Dividends and interest from securities .

97 Net rental income or (loss) from real estate:
a debt-financed property . . . . ... ..
b notf debt-financed property . . . . . . .

98 Net rental income or (loss) from personal property .

99 Other investmentincome . . . . . .. 18 15,936.
18 -4,477,875.

100 Galn or (loss) from sales of assets other than inventory

101 Net income or (loss) from special events .
102 Gross profit or (loss) from sales of inventory ,
103 Other revenue: a

b
c
d
e
104 Subtotal (add columns (B), (D), and (E)). . -4,461,939.
106 Total (add line 104, columns (B), (D),and(E)) . . . . - - ¢ v ¢ v v e v 0 s o C e e s s e e e e > -4,461,939.
Note: Line 105 plus line 1d, Part I, should equal the amount on line 12, Part I.
P Relationship of Activities to the Accomplishment of Exempt Purposes (See page 34 of the instructions.)

Line No. | Explain how each activity for which income is reported 1n column (E) of Part VIl contributed importantly to the accomplishment
v of the organization's exempt purposes (other than by providing funds for such purposes).

N/A

l Information Regarding Taxable Subsidiaries and Disregarded Entities (See page 34 of the instructions.)

A (8) (©) (D) ®
Name, address, and EIN of corporation, Percentage of Nature of activities Total income End. -xear
partnership, or disregarded enttty hip assefs
N/A %
%,
\ %
% =
| Information Regarding Transfers Associated with Personal Benefit Contracts (See page 34 of the mstmctuons)
(@) Did the organization, during the year, receive any funds, directly or indirectly, to pay premiums on a personal benefit contract? | | Yes No
(b) Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contract? Yes
Note: If "Yes" to (b), file Foun-6870 a1d Form 4720 (see instructions).
Under gEnalties of perju Mye exammed this retum, including accom, ing schedules and statements, and to the best of my knowledge
and belie :- ect, Ad Aclarapon of preparer '(other than officer) is based on all information of whi h prepargr has any knowledge
Please ’ "'Q‘l' I /Z/zz fo) 7

Slg n Signaturg ot officer Date / 4
Here , CLo
Type or pnnt name and ttle

[ Date Check if Preparer's SSN or PTIN (See Gen inst. W)
Preparer's
Paid signature ’ W 13 / 1 /0"( Soioyed |

Preparer's |, . rame (oryours PRICEWATERHOUSECOOPERS LLP EN__» 13-4008324
UseOnly |rsefempoe, ) 1301 K STREET NW, SUITE BOOW Prone
address, and ZIP + 4 WASHINGTON, DC 20005 20005 o » 202-414-1000
Form 990 (2003)
JSA
3E1050 1 000
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SCHEDULE A

(Form 990 or 980-EZ)

Department: of the Treasury
Intemal Revenue Service

Organization Exempt Under Section 501(c)(3)
(Except Private Foundation) and Section 601(e), 601(f), 601(k),
601(n), or Section 4947(a)(1) Nonexempt Charitable Trust
Supplementary Information - (See separate instructions.)

P MUST be completed by the above organizations and attached to their Form 930 or 990-EZ

OMB No 1545-0047

2003

Name of the organization

IN-Q-TEL, INC.

Employer identification number
52-2149962

(See page 1 of the instructions. List each one. If there are none, enter "None.")

Compensation of the Five Highest Paid Employees Other Than Officers, Directors, and Trustees

(b) Title and average

{(d) Contributions to (e) Bxpense
(a) Name and address of each employee paid more hours per week (c) Compensation employee benefit plans & account and other
than $50,000 devoted to position deferred compensation allowances
SEE_STATEMENT 11 _________________|
1,230,639. 81,984. 4,050.

Total number of other employees paid over
............. » 36

$50,000

Partil]

Compensation of the Five Highest Paid Independent Contractors for Professional Services

(See page 2 of the instructions. List each one (whether individuals or firms). If there are none, enter "None.")

(a) Name and address of each independent contractor paid more than $50,000

(b) Type of service

{c) Compensation

SEE_STATEMENT 12

9,881,540.

Total number of others receiving over $50,000 for

professional services

For Paperwork Reduction Act Notice, see the Instructions for Form 890 and Form 890-EZ.

JSA
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Schedule A (Form 990 or 990-EZ) 2003 52-2149962 Page 2
XX statements About Activities (See page 2 of the instructions.) Yes| No
1 During the year, has the organization attempted to influence national, state, or local legislation, including any
attempt to influence public opinion on a legislative matter or referendum? If “Yes,” enter the total expenses paid
or iacurred in connection with the lobbying activities p $ {Must equal amounts on line 38,
Part VI-A, or N 1 of Part VI-BL) . . . . . . L ittt ittt e e e e e e e e e 1 X
Organizations that made an election under section 501(h) by filng Form 5768 must complete Part VI-A Other
organizations checking "Yes,* must complete Part VI-B AND attach a statement giving a detailed description of
the lobbying activities.
2 Duiing the year, has the organization, either directly or indirectly, engaged in any of the following acts with any
substantial contributors, trustees, directors, officers, creators, key employees, or members of their families, or
with any taxable organization with which any such person is affiliated as an officer, director, trustee, majority
owner, or principal beneficiary? (If the answer to any question i1s "Yes” attach a detailed statement explaining
the transactions )
a Sale, exchange, orleasingof property? , | . . . . . . . . ... i it et e e e e e e e e e 2a X
b Lending of money or other extensionof credit? , , . . . . . . . . . . . i e e e i i e s e e e e 2b X
¢ Furnishing of goods, services, orfacilities? , . . . . . . .. . ... ..t it i i e e STMT.9Q . [ 2¢
d Payment of compensation (or payment or reimbursement of expenses if more than $1,000)7 , FQM 990, .PART. V.. .| 2d
e Transferofanypartofitsincomeorassets? . . . . . . . . . . i i it i it et et e e e e e e 2e X
3a Do you make grants for scholarships, fellowships, student loans, etc.? (If “Yes,” attach an explanation of how
you determine that recipients qualifytoreceivepayments ) | . . . . . . . . . . . . i .ttt et e e e e e e e e, 3a X
b Do you have a section 403(b) annuity plan foryouremployees? , | . . . . . . . . i i ittt et e e e e e e s 3b X
4 Did you maintain any separate account for participating donors where donors have the right to provide advice
ontheuse or distibutioN Of FUNASP. « « « « ¢ & ¢ ¢ o 4 4 v o o & o s & o o s o o s s s s = s s s o o s s 0 o s o s s s o o 4 X
I Reason for Non-Private Foundation Status (See pages 3 through 6 of the instructions.)
The organization is not a private foundation because it is: (Please check only ONE applicable box )
6 A church, convention of churches, or association of churches. Section 170(b)(1)(A)(i).
6 A school. Section 170(b)(1)(A)(ii). (Also complete Part V.)
7 A hospital or a cooperative hospital service organization Section 170(b)(1)(A)(iii)
8 A Federal, state, or local government or governmental unit. Section 170(b)(1)(A)(v).
9 A medical research organization operated in conjunction with a hosprtal. Section 170(b)(1)(A)(ili). Enter the hospital's name, city,
and state B e
10 E] An organization operated for the benefit of a college or university owned or operated by a govemmental unit Section 170(b)(1)}(A)().
(Also complete the Support Schedule in Part IV-A.)
11a E] An organization that normally receives a substantial part of its support from a govemmental unit or from the general public
Section 170(b)(1)(A)(vi). (Also complete the Support Schedule in Part IV-A.)
11b E] A community trust. Section 170(b)(1)(A)(vi). (Also complete the Support Schedule in Part IV-A)
12 An organization that normally receives: (1) more than 33 1/3% of its support from contributions, membership fees, and gross -
receipts from activities related to its charitable, etc., functions - subject to certain exceptions, and (2) no more than 33 1/3% of
its support from gross investment income and unrelated business taxable income (less section 511 tax) from businesses acquired
by the organization after June 30, 1975. See section 509(a)(2) (Also complete the Support Schedule in Part IV-A.)
13 E] An organization that is not controlled by any disqualified persons (other than foundation managers) and supports organizations
described in: (1) lines 5 through 12 above; or (2) section 501(c)(4), (5), or (6), if they meet the test of section 509(a)(2) (See
section 509(a)(3).)
Provide the following information about the supported organizations (See page 5 of the instructions )
(a) Name(s) of supported organization(s) (b)ﬂ,L‘;:‘e ar:;r::e '
14 I—-] An organization organized and operated to test for public safety. Section 509(a)(4). (See page 6 of the instructions )
‘;2':220 2 000 Schedule A (Form 880 or 880-EZ) 2003
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Schedule A (Form 990 or 990-EZ) 2003 52-2149962 Page 3
mrSupport Schedule (Complete only if you checked a box on iine 10, 11, or 12) Use cash method of accounting.
Note:You may use the worksheet in the instructions for converting from the accrual to the cash method of accounting

Calendar year (or fiscal year beginningin) . . . . . > (a) 2002 (b) 2001 (c) 2000 (d) 1999 (e) Total
16 Gifts, grants, and contnbutions received (Do
not include unusual grants Seeline28) . - . . . NONE|27,270,000.]| 36,100,000. 4,000,000.] 67,370,000.
16 Membershipfeesreceived . . . . . . . . . ...
17 Gross receipts from admissions, merchandise

sold or services performed, or furmishing of
facilities in any activity that is related to the
organization's charitable, etc , purpose . . . . . .

18

Gross income from interest, dividends,
amounts received from payments on secunties
loans (section 512(a)(5)), rents, royalties, and
unrelated business taxable income (less
section 511 taxes) from businesses acquired
by the oiganization after June 30, 1975 . . . . . 165,499. 772,171. 1,181,312. 282,242, 2,401,224.

19

Net income from unrelated business
activities not included inline18 . . . . . . ...

20

Tax revenues levied for the organmization's
benefit and either paid to it or expended on
ftsbehall . . v « ¢« ¢ o ¢ o o @ i it e e e

21

The value of services or facilities furnished to
the organization by a governmental unit
without charge. Do not include the value of
services or facilities generally furnished to the
public withoutcharge . . . . . . . ... .. ..

22

Other ircome. Attach a schedule. Do not
include gain or (loss) from sale of capital assets

23

Total of ines 1S through22 . . . . . . . . . .. 165,499.128,042,171.| 37,281,312.| 4,282,242.| 69,771 ,224.

24

Line23 minusline17 . . . . . ¢« o ¢ o v oo 165,499.|28,042,171.)37,281,312.| 4,282,242.| 69,771 ,224.

26

Enter 1% ofline23 . . ... ...« .¢ ... 1,655. 280,422. 372,813. 42,822,

26

b Prepare a list for your records to show the name of and amount contributed by each person (other than a

Organizations described on lines 10 or 11: a Enter 2% of amount in column (e),lme 24  , , , , . e e e e p|26a 1,395,424.

governmental unit or publicly supported organization) whose total gifts for 1999 through 2002 exceeded the
amount shown in line 26a Do not file this list with your return. Enter the total of all these excess amounts M| 26b

c Total support for section 509(a)(1) test. Enterine 24, column (€) . . . . ... ... e e e e e e e »| 26¢ 69771224.
d Add: Amounts from column (e) for ines: 18 2,401,224, 19
22 26b e, >l26d]| 2,401,224.
e Public support (line 26c minus line 26dtotal) . . . . . . . . . v i v i i e et e e e e e e e e e e > 26e 67370000.
f Public support percentage (line 26e (humerator) divided by line 26c (denominator)) . . . . . « ¢ o v ¢« ¢ v e e 0 o o »>i 26f 96.5584 %
27 Organizitions described on line 12: a For amounts Included in lines 15, 16, and 17 that were received from a "disqualified

person,” prepare a list for your records to show the name of, and total amounts received in each year from, each “disqualified person.
Do not file this list with your return. Enter the sum of such amounts for each year

(2002) _ _ _ _ oo ____ (001) ___ _ __ __ o _____ (2000) ___NOT APPLICABLE _(1999) _____ _________
For any amount Included in hne 17 that was received from each person (other than “disqualified persons"), prepare a list for your records to
show the name of, and amount received for each year, that was more than the larger of (1) the amount on line 25 for the year or (2) $5,000.
(Include in the list organizations described in lines 5 through 11, as well as individuals.) Do not file this list with your return, After computing
the difference between the amount received and the larger amount described in (1) or (2), enter the sum of these differences (the excess
amounts) for each year

(2002) ___ _____ o ___ (2001) _ o _____ (2000 _ _ _ _ o ____ (1989)_ _ _ _ __ _________
¢ Add: Amounts from column (e) for lines. 15 16
17 20 21 i s e e e s e | 27¢c
d Add: Line 27atotal andlne27btotal , , e e e e | 27d
e Public support (line 27c total minus line27dtotal) . « « - « « ¢« ot o v et s s s e el e e e e a »l27e
f Total support for section 509(a)(2) test Enter amount from line 23, column(e) . . . . . « « . .. >| 271 |
g Public support percentage (line 27e (numerator) divided by line 27f (denominator)) . . . ... ... ... ... ... »127g %
h_Investmant income percentage (line 18, column (e) (numerator) divided by line 27f (denominator)) . - . . - . . . . . . p[27h %
28 Unusual Grants: For an organization described in line 10, 11, or 12 that recelved any unusual grants during 1999 through 2002,

prepare a list for your records to show, for each year, the name of the contributor, the date and amount of the grant, and a brief
description of the nature of the grant Do not file this list with your return. Do not include these grants in line 15.

JSA
3E1221 2000
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Schedule A (Form 990 o 990-EZ) 2003 52-2149962 Page 4

" Private School Questionnaire (See page 7 of the instructions.)
(To be completed ONLY by schools that checked the box on line 6 in Partly) ~NOT APPLICABLE

29 Does the organization have a racially nondiscnminatory policy toward students by statement in its charter, bylaws, Yes| No

other governing instrument, or in a resolution of its governing body? 29

30 Does the organization include a statement of its racially nondiscriminatory policy toward students in all its
brochures, catalogues, and other written communications with the public dealing with student admissions,
praograms, and scholarships? 30

31 Has the organization publicized its racially nondiscriminatory pohcy through newspaper or broadcast media during
the period of solicitation for students, or during the registration period if it has no solicitation program, in a way
that makes the policy known to all parts of the general communtty it serves? 31

32 Dces the organization maintain the following

a Records indicating the racial composition of the student body, faculty, and administratve staff> 32a
b Records documenting that scholarships and other financial assistance are awarded on a racially nondiscriminatory
bass? ----------------------------------------------------------- 32b
¢ Copies of all catalogues, brochures, announcements, and other written communications to the public dealing
with student admissions, programs, and scholarships? .. 32¢
d Coapies of all material used by the organization or on its behalf to solictt contributons? . . . . .. 32d

33 Does the organization discnminate by race in any way with respect to’

a Students’'nghts orprivileges? L i e 33a
b AdmiSSIons p0||C|ES? ................................................... 33b
¢ Employment of faculty or administratve staff? . L L oo oo 33¢c
d  Scholarships or other financial assistance? L 33d
e Educationalpolicles? e 33e
f U!;e Of fac“meS? ..................................................... 33'
g Athletic programs? .' .................................................. 33g .
h Other extracurricular activites? 33h

34a Does the organization receive any financial aid or assistance from a governmental agency? | . . . . ... ... 34a
b Has the organization's right to such aid ever been revoked or suspended? = . . ... ............. 34b
If you answered "Yes" to either 34a or b, please explain using an attached statement.
35 Does the organization certify that it has complied with the applicable requirements of sections 4.01 through 4.05
of Rev. Proc. 75-50, 1975-2 C.B. 587, covering racial nondiscrimination? If "No," attach an explanation . . . . . . 35
32230 2 000 Schedule A (Form §90 or 890-EZ) 2003
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Schedule A (Form 990 or 990-EZ) 2003 52-2149962 Page §
Lobbying Expenditures by Electing Public Charities (See page 9 of the instructions.)
(To be completed ONLY by an eligible organization that filed Form 5768) noT aPPLICABLE

Check ) a | I if the organization belongs to an affiliated group. Check p b ] I if you checked "a”" and "limited control” provisions apply.
Limits on Lobbying Expenditures Afflllat(eag group To be c(:r)npleted
totals for ALL electing
(The term "expenditures” means amounts paid or incurred.) organizations
36 Total lobbying expenditures to influence public opinion (grassroots lobbying) . = | 36
37 Total lobbying expenditures to influence a legislative body (direct lobbying) | 37
38 Total lobbying expenditures (add lines36and37) _ . . .. ............ 38
39 Other exempt purpose expenditures . . . . .. ... ... ... ... ... ... 39
,40 Total exempt purpose expenditures (add nes 38and39) 40
41 Lobbying nontaxable amount Enter the amount from the following table -
If the amounton line 40 is - The lobbying nontaxable amount s -
Not over $500000 , |, , . ., . ... ... 20% of the amountonlne40 , , ., . . . ...
Over $500,000 but not over $1,000,000 , , , $100,000 plus 15% of the excess over $500,000
Over $1,000,000 but not over $1,500,000 _ _$175,000 plus 10% of the excess over $1,000,000 41
Over $1,500,000 but not over $17,000,000 , , $225,000 plus 5% of the excess over $1,500,000
Over $17,000000 _ . . .. . .... $1,000000 .. ... .. ...
42 Grassroots nontaxable amount (enter 25% ofline41) . . ... ... .. 42
43 Subtract line 42 from line 36. Enter -0- if ine 421s more thanine 36 _ , . 43 | *
44 Subtract line 41 from line 38. Enter -0- if ine 41 1s more thanlne 38 _ , . . . 44
Caution: If there 1s an amount on either line 43 or hne 44, you must file Form 4720

4-Year Averaging Period Under Section 501(h)
(Some organizations that made a section 501(h) election do not have to complete all of the five columns below
See the instructions for lines 45 through 50 on page 11 of the instructions )

Lobbying Expenditures During 4-Year Averaging Period

Calendar year (or fiscal (a) (b) (c) (d) (e)
year beginning in) » 2003 2002 2001 2000 Total
Lobbying nontaxable
45 amount - - - - - . . .

Lobbying ceiling amount
48 (150% of line 45(e)) . .

47 Total lobbying expenditures
Grassroots nontaxable
4 8 amount ........

Grassroots celling amount
49 (150% of line 48(e))
Grassroots lobbying

50 expenditures. . . . . . \
mm Lobbying Activity by Nonelecting Public Charities i
(For reporting only by organizations that did not complete Part VI-A) (See page 12 of the instructions.)

During the year, did the organization attempt to influence national, state or local legisiation, including any

attempt to influence public opinion on a legislative matter or referendum, through the use of Yes| No Amount
a V°|unteers ------------------------------------------------ x
b Paid staff or management (Include compensation in expenses reported on lines ¢ through h.) | X
¢ Mediaadvertisements | ., ... ... ... x
d Mailings to members, legislators, orthepublic, _ . . . . . . . . .. ... . ... X
e Publications, or published or broadcaststatements | . . . . ... ... ... ... .. . . ..... X
t Grants to other organizations for lobbyingpurposes | . . . . .. ... ... . @t .. X
g Drrect contact with legislators, therr staffs, government officials, or alegislatve body . = = | . X
h Rallies, demonstrations, seminars, conventions, speeches, lectures, or any other means _ , . . X
I Total lobbying expenditures (Add inesc throughh.), . . . . . ... ... .. ... ... eu....

If "Yes" to any of the above, also attach a statement giving a detalled description of the lobbying activities
Schedule A (Form 880 or 890-EZ) 2003
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Schedule A (Form 990 or 990-E2) 2003 52-2149962 Page 6
Information Regarding Transfers To and Transactions and Relationships With Noncharitable
Exempt Organizations (See page 12 of the instructions.)
51 Did the reporting organization directly or indirectly engage in any of the following with any other organization described in section
501(c) of the Code (other than section 501(c)(3) organizations) or in section 527, relating to political organizations?

a Transfers from the reporting organization to a noncharitable exempt organization of. Yes | No
B Cash | 51a(i) P
() Otherassets . . . . . . . . . .. ..t ali) x
b Other transactions.
() Sales or exchanges of assets with a noncharnitable exempt organizaton .~~~ . .. .. ........ b(i) X
(i) Purchases of assets from a nonchartable exemptorganzaton . .. . . ... ............ b(li) X
(i) Rental of facilities, equipment, or otherassets . L b(il) X
(V) Reimbursement arrangements . . . . . . . .. ... .. ... outuur e biv) X
(V) LOans orl0an QUarantees | . . . . . .. ... ... ... b(v) x
(vl) Performance of services or membership or fundraising solicitatons _ . . . . . ... ........... bivi) X
¢ Sharng of facilities, equipment, mailing lists, other assets, or paid employees | = . . . .. .......... c X
d if the answer to any of the above Is "Yes," complete the following schedule. Column (b) should atways show the fair market value of the
goods, other assets, or services given by the reporting organization If the organization received less than fair market value in any
transaction or sharing arrangement, show in column (d) the value of the goods, other assets, or services received'
(a) (v) (c) (d)
Line no. Amount involved Name of nonchantable exempt organization Description of transfers, transactions, and shanng amangements
-
N/A
5§2a Is the organization directly or indirectly affiliated with, or related to, one or more tax-exempt organizations
described in section 501(c) of the Code (other than section 501(c)(3)) or n secton 527? , . . . ... .. N E] Yes @ No
b If "Yes," complete the following schedule
(a) (b) ()
Name of organization Type of organization Description of relationship
Hlén '

s Schedule A (Form 990 or 990-EZ) 2003
3E1250 2 000
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In-Q-Tel, Inc. 52-2149962

FOR THE TAX YEAR ENDED MARCH 31, 2004

FORM 990, PART IV, LINES 46 & 62

FOR THE REPORTING PERIOD ENDING MARCH 31, 2004, THE
TAXPAYER WAS OBLIGATED TO UTILIZE ALL INTEREST EARNED ON
CASH RECEIVED UNDER CONTRACT WITH THE CENTRAL INTELLIGENCE
AGENCY FOR THE SUPPORT OF SCIENTIFIC RESEARCH OR EDUCATION
IN PURSUIT OF THE TAXPAYER’'S MISSION. INTEREST 1IN THE
AMOUNT OF $276,163 WAS RECEIVED DURING THE REPORTING PERIOD
AND HAS BEEN INCLUDED AS DEFERRED REVENUE ON THE BALANCE
SHEET.

STATEMENT 1



In-Q-Tel, Inc. 52-2149962

FORM 990, PART I - OTHER INVESTMENT INCOME

DESCRIPTION AMOUNT

GAIN ON EQUITY INVESTMENT IN IN-Q-TEL
EMPLOYEE FUND, LLC 15,936.

TOTAL 15,936.

STATEMENT 2

GWUL1RL U473 v03-8



In-Q-Tel, Inc.

For the Tax Year Ended March 31, 2004

Form 990, Part I, Line 8C, Columns A and B

Coisumn A - Sales of Marketable Securities

Rezlized proceeds on sales of assets and unrealized gains
Cost basis

Net gain on investments

Less unrealized gain on investment (see Statement 3)

Net realized gain/(loss)

Coisumn B - Disposals of Fixed Assets
California leasehold improvements - proceeds
California leasehold improvements - adjusted basis

Gain on disposal of fixed assets

Computers - proceeds
Computers - adjusted basis
Gain on disposal of fixed assets

v

Total Gain on Disposal of Fixed Assets

52-2149962

8,862,806

6,054,821

2,807,985

7,285,860

(4,477,875)

293,422

293,422

303,667

303,667

Statement 2A



In-Q-Tel, Inc. 52-2149962

FORM 990, PART I - OTHER INCREASES IN FUND BALANCES

DESCRIPTION AMOUNT
UNREALIZED GAIN ON INVESTMENTS 7,285,860.
TOTAL 7,285,860.

STATEMENT 3

GWUL1RL U473 v03-8
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In-Q-Tel, Inc 52-2149962

March 31, 2004
Form 990, Part Il Stat P Service A list

In-Q-Tel, Inc. is a private, independent non-profit 501(c)(3) corporation funded by the U.S. Central
Intelligence Agency (CIA). Launched in February 1999’, its mission is to identify and deliver
cutting edge technologies that solve some of the most difficult problems facing the U.S.
Intelligence Community (IC). in particular, In-Q-Tel's goal is to increase the CIA’'s access to new
commercial technologies that have the potential to assist its critical national security missions.

Identify new sources of technology: Working from a dynamic strategic blueprint that defines
CIA’s critical technology needs, In-Q-Tel reaches out to a wide variety of technology innovators,
many of whom have traditionally not done business with the government. In-Q-Tel engages with
entrepreneurs, established companies, researchers, universities and venture capitalists to gain
early access to new technology solutions and new ideas, and ultimately to deliver technologies
that provide superior capabilities to the CIA and the IC.

Leverage commercial technology in support of its mission: To achieve its goals, In-Q-Tel
forges strategic relationships with innovative companies by using product development funding as
well as approaches typically identified with the venture capital community, including equity
investments. By engaging at a strategic level as an investor In-Q-Tel gains early access to
emerging technologies, and creates incentives for companies to put their best talent against
solving the problems of the CIA and the IC. Through work programs and market guidance, In-Q-
Tel fosters the development of commercially viable technologies that also address critical mission
challenges of the IC. And by leveraging larger third party commercial investments, In-Q-Tel is
able to accelerate the development of needed technology, and ultimately reduce the overall cost
to the CIA.

Through In-Q-Tel, and its leveraging of commercial resources and markets, new technology
solutions of value to the CIA and the IC can be fostered without the government funding the entire
cost of developing, monitoring and updating the technology. By engaging in these activities, In-
Q-Tel is working to lessen the burdens of government by enabling the CIA to access, in a rapid
and cost effective manner, cutting edge technology solutions today and in the future.

Assistance in delivering technology solutions: In-Q-Tel works directly with the In-Q-Tel
Interface Center (QIC), a CIA office staffed by senior CIA personnel, which is responsible for
transferring solutions into the CIA. In-Q-Tel supports the QIC with subject matter expertise,
technical assistance, solution transfers of technologies and technical trend assessments

Program Accomplishments

As of March 31, 2004, In-Q-Tel completed more than four and a half years in full operation,
identifying and delivering new technologies in support of its mission.

In-Q-Tel serves the CIA, and in keeping with its Charter also serves organizations in the
Intelligence community. Working under the direction of the CIA, In-Q-Tel also serves the National
Geospatial Agency (NGA). The business challenges and technology needs of NGA, and IC
organizations overall overlap significantly with those of CIA. In working with IC organizations, In-
Q-Tel leverages government dollars to deliver technologies to multiple organizations at a lower
cost. Other IC organization funding in this reporting period totaled approximately $1.7M.

! In-Q-Tel was first incorporated on February 17, 1999 under the name “Peleus, Inc.” In July, 1999 its name
was changed to “In-Q-It, Inc.,” and in January 2000 its name was changed to “In-Q-Tel, Inc.”

STATEMENT 5§
PAGE 1 OF 3



In-Q-Tel, Inc 52-2149962

During this reporting period, In-Q-Tel's outreach to new sources of technology yielded
approximately 1004 business plans for the period from April 1, 2003 through March 31, 2004. As
an indicator of the reach of in-Q-Tel's program, In-Q-Tel estimates that of the majority of the
companies submitting proposals had not done business with government before.

In-Q-Tel also continued to provide Agency customers with expert advice and guidance on issues
relating to technology and architecture, offering alternative insights to assist planning and
decision-making.

During the reporting period, of the $50,907,009 in revenue (ref. Part |, line 1d), $38,412,898 was
focused on programs to tdentify, develop and deliver technologies to its CIA.

In furtherance of its exempt purposes, In-Q-Tel's achievements included the following:

1) Identified new sources of technology in support of its mission
a. Access to new technology: Since inception, In-Q-Tel has attracted and reviewed
approximately 4095 business plans from technology companies.

b. OQutreach: In-Q-Tel continued to build its outreach program which consists of
networking with venture capital funds and public/private research institutions, as
well as targeted media coverage and speaking events, and a public web site.
Outreach accomplishments include:
¢ In-Q-Tel expanded its technology outreach network to include more than 200

venture funds, and more than 100 universities and national labs.

c. Technology Market Assessment: In-Q-Tel executed comprehensive technology
baseline research to provide a platform for technoiogy sourcing, evaluation and
investment and provided insight into commercial market developments, trends
and opportunities.

d. Academic Qutreach: To enhance In-Q-Tel's access to technologies developed in
academia, In-Q-Tel continued to build a program that identifies important
technologies from the world's leading academic centers that can then be
transferred into companies for commercial development and to the CIA and other
members of the Inteligence Community

2) Leveraged commercial technology to foster solutions in support of its mission:

a. In-Q-Tel added 17 new technology companies to its portfolio of solution
providers, increasing the total number of active companies to 47. These
companies offer new technology capabilities in areas of In-Q-Tel's focus. In total,
In-Q-Tel's portfolio is estimated to leverage more than $652M in private third
party investments.

Third Party Review:

1. Atthe direction of the U.S. Congress, In-Q-Tel underwent an intensive third party review
conducted by a Panel of the Business Executives for National Security (BENS), between
fall 2000 and spring 2001.

In its report, “Accelerating the Acquisition and Implementation of New Technologies for
Intelligence: The Report of the Independent Panel on the Central Intelligence Agency In-
Q-Tel Venture,” the Panel examined the In-Q-Tel business model, operational, employee
compensation and financial considerations, technology issues, legal formation,
intellectual property rights, and future challenges.

STATEMENT 5
PAGE 2 OF 3



In-Q-Tel, Inc 52-2149962

The Panel's overall assessment of In-Q-Tel was that “the In-Q-Tel business model makes
sense and its progress to date is impressive for a two-year-old venture. In-Q-Tel should
continue to serve as the CIA's ‘technology accelerator...” (A complete copy of the report
is available at www.bens.org)

2. In-Q-Tel has also been reviewed by the ClIA's Office of the Inspector General Audit Staff
and the Survey’s and Investigation Staff of the House of Representatives Appropriations
Committee.

STATEMENT 5
PAGE 3OF 3



IN-Q-TEL, INC. 52-2149962

FORM 990, PART IV - INVESTMENTS - SECURITIES

ENDING
DESCRIPTION BOOK VALUE
PREFERRED STOCK 3,305,925.
COMMOMN STOCK 5,892.
WARRANTS - PREFERRED 3,196,044.
WARRANTS - COMMON 685,470.
TOTALS 7,193,331.

STATEMENT 6
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IN-Q-TEL, INC. 52-2149962

FORM 990, PART IV - INVESTMENTS - OTHER

ENDING
DESCRIPTION BOOK VALUE
INVESTMENT IN IN-Q-TEL
EMPLOYEE FUND, LCC 59,458.
TOTALS 59,458.

STATEMENT 7

GWU1RL U473 v03-8



IN-Q-TEL, INC. 52-2149962

FORM 990, PART II, LINE 42 (DEPRECIATION) & LINE 57 (FIXED ASSETS)

COMPUTER EQUIPMENT 1,764,937
FURNITURE AND FIXTURES 260,260
LEASEHOLD IMPROVEMENTS 1,245,438
OFFICE EQUIPMENT 638,130
TOTAL 3,908,765
LESS: ACCUMULATED DEPRECIATION (2,495,952)
1,412,813

DEPRECIATION EXPENSE 743 697

Depreciation is calculated for each asset using the straight-line
method over the assets' useful lives.

STATEMENT 8



52-2149962

IN-Q-TEL, INC.

SCHEDULE A, PART III - EXPLANATION FOR LINE 2C

THE ORGANIZATION HAS ENTERED INTO SEVERAL CONTRACTS WITH OTHER ENTITIES
WITH WHICH VARIOUS TRUSTEES ARE RELATED. IN COMPLIANCE WITH THE
ORGANIZATION'S CONFLICT OF INTEREST POLICY, SUCH TRUSTEES RECUSED
THEMSELVES FROM DECISIONS CONCERNING ANY ENTITY WITH WHICH THEY ARE
RELATED TO ENSURE THAT ALL CONTRACTS WERE NEGOTIATED ON AN ARM'S LENGTH
BASIS AND APPROVED BY DISINTERESTED TRUSTEES.

STATEMENT 9
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For the Tax Year Ending March 31, 2004

Form §90, Part V and Schedule A, Part I - Compensation of Officers, Trustees, Key
Employees and Five Highest Paid Employees

In-Q-Tel’s mission is to deliver leading-edge technologies to the CIA and the Intelligence
Community by investing in technologies that are beneficial to the security of the United States.
In order to effectively perform this job, In-Q-Tel hires employees with highly differentiated
skills and credentials. In-Q-Tel must attract, retain and reward employees (based on
performance) from the industries and talent pools aligned with the mission of In-Q-Tel. This
requires a mix of employees from the private equity, financial services, high technology and
general industry markets. In-Q-Tel’s compensation programs and policies necessarily are
modeled after those found in these markets and are designed to encourage employees to achieve
against goals. The highly specialized talents necessary to meet the needs of the business are
typically not found in other not-for-profit organizations.

As a non-profit 501(c)(3) organization, In-Q-Tel is responsible under Internal Revenue Code of
1986, as amended (“Code”)', to pay reasonable compensation to In-Q-Tel’s employees and to
avoid any “excess benefit transactions”.

In fulfilling its obligations under the Code, the compensation plan was developed to pay
appropriately and in doing so incentivize employees to perform to achieve mission goals. The
Human Resources and Compensation Committee of the Board of Trustees is responsible for the
ongoing oversight over the administration of compensation at In-Q-Tel.

Compensation Programs
In-Q-Tel’s compensation program consists of:

¢ Base Salary (annual increases are based on survey market data and individual
performance)

e Annual Incentive Program (based solely on performance)
Employee Investment Program (long-term incentive; indicator of long-term performance
success.)

Base Salary
Base salary is determined based on relevant market data in appropriate industries and reviewed

by independent butside consultants.

Annual Incentive Plan

The annual incentive plan is based solely on performance. It is designed to focus, motivate and
reward In-Q-Tel employees for the achievement of specific annual goals and outcomes that,
advance the success of In-Q-Tel in carrying out its mission for the CIA and the Intelligence

community.

! As provided under section 4958 of the Code.

Statement 10B



Employees “target” bonus is based on market survey data for comparable positions in
comparable industries. An employee’s annual incentive is tied to performance and is based on an
annual “Performance Score” which rates In-Q-Tel’s overall performance, and a scoring of the
individual’s performance.

In-Q-Tel’s score is based on the organization’s achievements during the relevant fiscal year as
determined by the Board of Trustees and advised by an annual review provided by the CIA’s
In-Q-Tel Interface Center. Individual scores are recommended by the employee’s managers, and
approved by Human Resources and the CEO (in the case of the CEO, by the Board of Trustees).

Employee Incentive Program (EIP)

Purpose. The Employee Incentive Program (EIP) was established after March 31, 2001. The
EIP is non-cash, taxable compensation that funds side-by-side investments in In-Q-Tel's
portfolio companies. This long-term incentive creates positive incentives that benefit the
mission by aligning employees' interests with the overall success of In-Q-Tel's programs and
mission.

As a non-profit, non-stock corporation, In-Q-Tel is unable to offer stock or stock options on
terms similar to the equity-based compensation of competitive publicly traded companies. The
EIP provides, on an after-tax basis, a means by which the organization can offer a long-term
employee investment program and provides employees a compelling stake in the organization’s
programs, sharing both the risk and the benefits.

The outcome of In-Q-Tel’s investments in, and contracts with, its portfolio companies is a long-
term index of In-Q-Tel’s success in serving the CIA and the Intelligence Community. Therefore,
the EIP has the effect of aligning the interests of In-Q-Tel and its employees with the long-term
goals of the Agency and the Intelligence Community.

Each employee’s interest in the EIP is calculated within guidelines set for their overall
compensation, based on survey data from comparable industries. The value allocated to
employees is taxable compensation income and the EIP covers applicable federal and state
income taxes for which the employee is responsible.

Benefits
The organization offers life insurance, short and long-term disability, a 401(k) Safe Harbor plan
and commuter benefits.

Board of Trustees Compensation

Trustees fees paid in this Reporting Period were paid pursuant to a plan approved by a
Committee of Trustees (whose members have waived compensation), with advice of outside
compensation consultants and legal counsel as to reasonableness. In addition to the members of
the committee, several other Trustees have waived compensation.

Statement 10B
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In-Q-Tel, Inc.

Five Highest Paid Independent Contractors for Professonal Services
For the Tax Year Ending March 31, 2003
Reference: Schedule A Part II

52-2149962

Name Address Service Amount
Inxight Software Sunnyvale, CA Technology consultant $2,589,000
Keyhole Corporation, Inc. Mountain View, CA Technology consultant $2,178,672
oynerqgy Albuguerque, NM Technology consultant $2,300,000
Convera Technologies Vienna, VA Technology consultant $1,410,557
DataMatrices San Diego, CA Technology consultant $1,403,311

L3

Total $9,881,540

Statement 12



rom 3368 Application for Extension of Time To File an

(December 2000) Exempt Organization Return OMB No 15451708
Internal .?Tél?sm’;“’ p File a separate application for each retum.
o If you are filing for an Automatic 3-Month Extension, complete only Part | and check thisbox .................... » X

o if you are filing for an Additional (not automatic) 3-Month Extension, complete only Part Il (on page 2 of this form).

Note: ?6)6 not complete Part Il unless you have already been granted an automatic 3-month extension on a previously filed
Form 8668.

|Part | | Automatic 3-Month Extension of Time — Only submit original (no copies needed)

Note: Form 990-T corporations requesting an automatic 6-month extension — check this box and complete Part lonly . ... » []
All other corporations (including Form 990-C filers) must use Form 7004 to request an extension of time to file income tax returns.
Partnerships, REMICs and trusts must use Form 8736 to request an extension of time to file Form 1065, 1066, or 1041.

Type or Name of Exempt Organization Employer identification number
print IN-Q-TEL, INC. 52-2149962

File by the Number, street, and room or sute no If aPO box, see instructions.

due date fo-

filing your P. O. BOX 12407

retum See City, town or post office, state, and ZIP code. For a foreign address, see instructions.

instructions | ARLINGTON VA 22219

Check type of return to be filed (file a separate application for each return):

[x] Form 990 (] Form 990-T (corporation) =[] Form 4720

[} Form 990-BL [[] Form 990-T (sec. 401(a) or 408(a) trust) [J Form 5227

(] Form 990-EZ (] Form 990-T (trust other than above) [ Form 6069

(] Form 990-PF [] Form 1041-A [} Form 8870

o [f the organization does not have an office or place of business in the United States, check thisbox .................. » ]
o |f this is for a Group Return, enter the organization’s four digit Group Exemption Number (GEN) .ifthis is

for the whole group, check this box » []. If it is for part of the group, check this box p- [] and attach a list with the names and
EINs of all members the extension will cover.

1 | request an automatic 3-month (6-month, for 990-T corporation) extension of time untit ___NOVEMBER 15 2004 |
to file the exempt organization return for the organization named above. The extension is for the organization's return for:
» [] calendaryear20 ___or
» [ix] tax year beginning APRIL 1 ,20 03 | and ending MARCH 31 ,20 04 .

2 Ifthis tax year is for less than 12 months, check reason:  [] Initial return [} Final return  [[] Change in accounting period

3a If this application is for Form 990-BL, 990-PF, 990-T, 4720, or 6069, enter the tentative tax, less any

nonrefundable credits. See iNStIUCHIONS . ... ... . ... . ..ttt ia et $ N/A
b If this application is for Form 990-PF or 990-T, enter any refundable credits and estimated tax payments
made. Include any prior year overpayment allowedasacredit .. ........... .. ..o $ N/A

¢ Balance Due. Subtract line 3b from line 3a. Include your payment with this form, or, if required, deposit
with FTD coupon or, if required, by using EFTPS (Electronic Federal Tax Payment System). See
NS TUCHIONS . .. .. .. i ittt et e e e e e e e e $ N/A

Signature and Verification =
Under penalties of perjury, | declare that | have examined this form, including accompanying schedules and statements, and to the best of my knowledge and belief, it is true,
correct, and complete, and that | am authorized to prepare this form

-
Signature - M\VZQ Titep TAX PREPARER Date > 8/\9\/0’7’

For Paperwork Reduction Act Notide, see Instruction Form 8868 (12-2000)

PeX 0 Mt
_RECEIVED

AUG 2 3 2004
TN UT=

405 *+
IRS-0SC

r_~

SA
8TF FEDSOS6F.1



Form 8861 (12-2000) Page 2
¢ |f you are filing for an Additional (not automatic) 3-Month Extension, complete only Part Il and check thisbox.. ... p x]
Note: Only complete Part Il if you have already been granted an automatic 3-month extension on a previously filed Form 8868.
e If you are filing for an Automatic 3-Month Extension, complete only Part | (on page 1).

[Partil]  Additional (not automatic) 3-Month Extension of Time — Must File Original and One Copy.

Type or Name of Exempt Organization Employer identification number
print IN-Q-TEL, INC. 52-2149962

:;'tee:;";ge Number, street, and room or suite no If aPO box, see instructions For IRS use only

due date for P. O. BOX 12407

f:t’:gn"‘geﬁ City, town or post office, state, and ZIP code. For a foreign address, see instructions

Instructions ARLINGTON VA 22219

Check type of return to be filed (File a separate application for each return).
[x] Form 990 (] Form 990-EZ [ ] Form 990-T (sec 401(a)or 408(a)trust) [] Form 1041-A [] Form 5227 [ ] Form 8870
(] Form 990-BL [_] Form 990-PF  [] Form 990-T (trust other than above) [ | Form 4720  [] Form 6069

STOP: Do not complete Part Il if you were not already granted an automatic 3-month extension on a previously filed Form 8868.

o If the organization does not have an office or place of business in the United States, check this box . . . . . . e oe
o If this is for a Group Return, enter the organization’s four digit Group Exemption Number (GEN) . If this is
for the whole group, check this box » [T]. If it is for part of the group, check this box » [_]and attach a list with the names and
EINs of all members the extension s for. ol

4 | request an additional 3-month extension of time until FEBRUARY 15 , 20 05

5§ Forcalendaryear ______, or other tax year beginning —__APRIL. 1  ,2003 andending__ MARCH 31 2004
6 If this tax year is for less than 12 months, check reason: [ ] Initial return ] Final return ] Change in accounting period
7 State in detail why you need the extension MEAYER IS AWA;EINQ INFORMATION FROM THIRD PARTIES
_HWH 15 AL CURA R L URN AL WINA MU
_EFILE IS REQUEST D.
8a If this application is for Form 990-BL, 990-PF, 990-T, 4720, or 6069, enter the tentative tax, less any :
nonrefundable credits. See Instructions . ... ... ... N N/A
b If this application i1s for Form 990-PF, 990-T, 4720, or 6069, enter any refundable credits and estimated
tax payments made. Include any prior year overpayment allowed as a credit and any amount paid
previously with Form 8868 .. ................. ... ... ... .. o0 o0 oo . $ N/A
¢ Balance Due. Subtract line 8b from line 8a. Include your payment w:th thls form, or, I reqwred deposn
with FTD coupon or, if required, by using EFTPS (Electronic Federal Tax Payment System). See
NSt UG ONS . ... e e $ 0
Signature and Verification

Under penalties of perjury, | declare that | have examined this form, including accompanying schedules and statements, and to the best of my knowledge and belief, 1t 1s true,
correct, and complete, and that | am authorized to prepare this form

Slgnaturelbw Tilep TAX PREPARER Date p- Nov 1 5 2004

Notice to Applicant — To Be Completed by the IRS

D We have approved this application. Please attach this form to the organization’s return.

|:] We have not approved this application. However, we have granted a 10-day grace period from the later of the date shown below or the due date of the
organization’s return (including any prior extensions) This grace period Is considered to be a valid extension of time for elections otherwise required to be
made on a timely return. Please attach this form to the organization's return.

E] We have not approved this application After considering the reasons stated in item 7, we cannot grant your request for an extension of time to file. We are
not granting a 10-day grace period.

E] We cannot consider this application because it was filed after the due date of the return for which an extension was requested

{OJ other

By
Director Date

Alternate Malling Address — Enter the address if you want the copy of this application for an additional 3-month extension
returned to an address different than the one entered above.

Name PRICEWATERHOUSECOOPERS, LLP

ATTN: ALICIA BENJAMIN

Type or Number and street (include suite, room, or apt. no.) Or a P.O. box number

print 1301 K STREET NW, SUITE 800W

City or town, province or state, and country (including postal or ZIP code)

WASHINGTON, DC 20005

Form 8868 (12-2000)
STF FEDS0SSF 2





