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ISCO

INTERMATIONAL

1001 Cambridge Drive
Elk Grove Village, lllinois 60007

November 21, 2008

Dear Stockholder:

On behalf of the board of directors, | cordiallyite you to attend the 2008 Annual Meeting of Staalkers (the “Annual Meeting”) of
ISCO International, Inc. (“ISCO” or the “Companyty be held on Friday, December 12, 2008, beginatri):00 a.m., local time, at the
Holiday Inn — Elk Grove Hotel & Conference CentBdp0 Busse Road, Elk Grove Village, IL 60007.

At the Annual Meeting, you will be asked to:

(1) Consider and vote to elect seven (7) diredimthe Company’s board of directors for a termmé ¢1) year and until each
directol's successor is duly elected and qualif

(2) Ratify the appointment by the board of direstof Grant Thornton LLP as the independent audibthe Company for the fiscal
year ending December 31, 2008; ¢

(3) Transact such other business as may properly cefoedhthe meeting or any adjournment or postponétheneof.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” ALL OF THE
PROPOSALS IN THE PROXY STATEMENT.

It is important that your shares be represente@tiédr or not you are able to attend the Annual MgePlease sign and date the
enclosed proxy card and promptly return it to uthmenclosed postage paid envelope. If you laeide to attend the meeting and vote in
person, or if you wish to revoke your proxy for aepason before the vote at the meeting, you masodand your proxy will have no further
effect.

We believe your support for the proposals describetle accompanying Proxy Statement is essemtial$ to continue with our
business strategy. Please return your proxy cast@s as possible.

Sincerely,

By: /s/ Gordon E. Reichard, .
Gordon E. Reichard, Jr.
Chief Executive Officer




NOTICE OF 2008 ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON DECEMBER 12, 2008

To the Stockholders of
ISCO International, Inc.

NOTICE IS HEREBY GIVEN that the 2008 Annual Meeting of Stockholders (tAerfual Meeting”) of ISCO International, Inc. (the
“Company”), a Delaware corporation, will be helderday, December 12, 2008 beginning at 10:00 daual time, at the Holiday Inn — Elk
Grove Hotel & Conference Center, 1000 Busse RolkdGEove Village, IL 60007 to consider and act upbe following matters, each of
which is described in greater detail in the accamypeay Proxy Statement:

(1) To consider and vote to elect seven (7) dimsdim the Company’s board of directors for a tefrare (1) year and until each
directol's successor is duly elected and qualif

(2) To ratify the appointment by the board of dioes of Grant Thornton LLP as the independent awsliof the Company for the
fiscal year ending December 31, 2008;

(3) To transact such other business as may properlg d@fore the meeting or any adjournment or posipené thereof

The board of directors has fixed the close of bessron November 12, 2008 as the record date ferrdigting stockholders entitled to
notice of, and to vote at, the Annual Meeting. Gstlyckholders of record of the Company as of theecbf business on November 12, 2008
will be entitled to vote at the Annual Meeting. TBempany will maintain a complete list of its stbokders entitled to vote at the Annual
Meeting at its headquarters, located at 1001 CalgérDrive, Elk Grove Village, IL 60007, for at lé&sn days prior to the date of the Annual
Meeting.

Whether or not you plan to attend the Annual Megtplease complete, sign, date and return the setlproxy card to our transfer
agent as promptly as practicable in the enclosedaid envelope. This will ensure that your votedsnted. You may revoke your proxy at
any time before it is voted at the Annual Meetiygdllowing the instructions set forth in the acquenmying Proxy Statement.

By Order of the Board of Directors
/sl Gary Berger
Corporate Secretary

Elk Grove Village, IL
November 21, 200

PLEASE VOTE AS SOON AS POSSIBLE.
YOUR VOTE IS VERY IMPORTANT TO US NO MATTER HOW MAN Y SHARES YOU OWN.



ISCO INTERNATIONAL, INC.
1001 CAMBRIDGE DRIVE
ELK GROVE VILLAGE, ILLINOIS 60007

PROXY STATEMENT

2008 Annual Meeting of Stockholders
December 12, 2008

This Proxy Statement is being furnished to you stekholder of record of ISCO International, I(itSCO,” the Company or “we,”
“us” or our”). The accompanying proxy is solicited behalf of our board of directors (the “Boarddy, use at the 2008 Annual Meeting of
Stockholders (the “Annual Meeting”) to be held &t a.m., local time, on December 12, 2008 attbkday Inn — EIk Grove Hotel &
Conference Center, 1000 Busse Road, Elk Grovegé|liL 60007, and any adjournment or postponentamebdf. This Proxy Statement and
accompanying proxy are first being mailed to stad#tars on or about November 21, 2008.

Record Date and Outstanding SharesThe Board has fixed the close of business on hdrez 12, 2008 as the record date (the
“Record Date”) for the determination of stockhoklentitled to notice of, and to vote at, the Anrdeakting or any adjournment or
postponement thereof. As of the Record Date, thagamy had outstanding 228,471,174 shares of consteak, par value $0.001 per share,
including attached preferred stock purchase ri¢thts “common stock”).

Each of the outstanding shares of common stocktiiezl to one vote on all matters to come befbeeAnnual Meeting. As of the
Record Date, none of the Company’s preferred stogkyalue $0.001 per share, was outstanding.

Voting of Proxies. Mr. Gordon Reichard, Jr. and Mr. Gary Berger,firesons named as proxies on the proxy card acaosimggthis
Proxy Statement, were selected by the Board teesarsuch capacity. Mr. Reichard and Mr. Bergerddfieers of the Company and
Mr. Reichard is also a member of the board of dinescEach executed and returned proxy will be voted in ecordance with the directions
indicated thereon, or if no direction is indicated,such proxy will be voted in accordance with the reommendations of the Board
contained in this Proxy Statement.

Each stockholder giving a proxy has the power toke it at any time before the shares it represar@yoted. Revocation of a proxy is
effective upon receipt by the Corporate Secretathe Company of either (i) an instrument revokihg proxy, or (ii) a duly executed proxy
bearing a later date. Additionally, you may changeevoke a previously executed proxy by votingénson at the Annual Meeting.

Required Vote. The affirmative vote of a plurality of the shamfscommon stock voted in person or by proxy isure to elect a
nominee for director. The affirmative vote of a oréty of the shares of common stock present, isq@eior represented by proxy at the Ani
Meeting and entitled to vote on the matters, isiiregl to approve the ratification of the appointinehGrant Thornton LLP as the Compasy’
independent auditors.

Quorum; Abstentions and Broker NonVotes. A majority of the shares of common stock issued autstanding as of the Record C
is required to transact business at the Annual MgeYotes cast by proxy or in person at the AnrMeakting will be tabulated by the
inspector of elections appointed for the Annual Mep

Abstentions and broker non-votes will be includedétermining the presence of a quorum. A broken*mote” occurs when the
nominee holding a stockholder’'s shares does net @ota particular proposal because the nomineerdudsave discretionary voting power
on that item and has not received instructions ftioenstockholder. Abstentions and broker non-vatfihave no effect on the election of
directors. In the case of the ratification of thdeépendent auditors, abstentions will have theceffevotes against the proposal, but broker
non-votes will have no effect on the outcome.

Stockholder List . A list of stockholders entitled to vote at thenial Meeting, arranged in alphabetical order, shgwihe address and
number of shares registered in the name of eacklsttder, will be open to the examination of anyckholder for any purpose germane to
the Annual Meeting during ordinary business hoarsimencing December,2008 and continuing through the date of the Anieéting at
the principal offices of the Company, 1001 Cambeidiyive, EIk Grove Village, IL 6000:




Who Can Help Answer Your Questions?

If you have questions about the Annual Meeting ould like additional copies of this Proxy Statemeaiease contact our Corporate
Secretary, Gary Berger, 1001 Cambridge Drive, Ei&v@ Village, IL 60007, telephone (847) 391-9400.

Annual Report

The Company’s Annual Report to Stockholders fontbar ended December 31, 2007, as filed on Forid, 13 well as a listing of our
directors and officers, accompany this Proxy Stat&m
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PROPOSAL 1
ELECTION OF DIRECTORS

The Board currently consists of seven directorgh&tAnnual Meeting, seven nominees, the curremhipees of the Board, are standing
for reelection to the Board. The nominees aredistelow under “Nominees for Election.” Each diredsoto be elected for a term of one year
expiring at the Company’s 2009 Annual Meeting aickholders and until his successor has been debtexl and qualified. Unless contrary
instructions are given, the shares representedpgperly executed proxy will be voted “FOR” theetion of each of the individuals listed
below. See “Nominees for Election” below.

Should any nominee be unable or decline to selneepérsons named in the enclosed proxy will votestdich substitute nominee as the
Board recommends. The Board has no reason to beliat any nominee will be unable or will declineserve as a director if elected.

Vote Required

A plurality of the shares of common stock votethat Annual Meeting, represented in person or byyoris required to elect a nominee
for director.

Nominees for Election

The names of the director nominees, together véttam information concerning such nominees, aréosth below.

Name Age Position with the Company Served as Director Since
Gordon Reichard, J 48 Director, Chief Executive Office 200¢
Amr Abdelmonem 43 Director, Chief Operating Officer & 200z
Chief Technology Office
Ralph Pini 56 Chairman of the Board of Directo 200¢
George Calhou 55 Director 199¢
Torbjorn Folkebran 52 Director 200¢
Stephen McCarth 54 Director 200¢
John Owings 58 Director 2007

Gordon Reichard, Jr . Mr. Reichard joined the Company as Chief Exeau@ifficer in March 2008 and has also served orBierd
since that time. From July 2007 to March 2008, dreexdd as an independent contractor to the magigpgeomanagement firm focused on
growth solutions for clients, where he providediadry and consulting services to clients. From Ma2003 to June 2007, Mr. Reichard
served as Vice President of Marketing and Produma@ement for Westell, Inc., a provider of intadhg, carrier-class broadband access
products. He has worked in several other orgamimativithin the telecommunications and technologyas, including President and General
Manager at Ameritech, a United States telecommtinitecompany, and President, Chief Executive @ffand Founder of Telenisus, a
managed infrastructure services provider. Mr. Raidlbegan his career as an electrical engineerZeitith Electronics, an electronics
manufacturer, and then by holding product and gads#tions at US Robotics/3Com, a computer manufact

Amr Abdelmonem . Dr. Abdelmonem has served as the Company’s Qtdefinology Officer since February 1999, the Com{mny
Chief Operating Officer since February 2008 and agember of the Board since July 2002. He joineddbmpany in January 1995 and was
promoted to Director of Engineering in August 1988Yice President of Development Engineering inrdhal 999 and to Chief Technology
Officer in December 1999. Dr. Abdelmonem also sérag the Company’s Chief Executive Office, in aidditserving as Chief Technology
Officer, from June 2002 through January 2005. Befoining the Company, Dr. Abdelmonem was an erggimgth Exxon Corporation, an «
and gas corporation, in Egypt. Subsequently, heaffdmted with the University of Maryland in a mber of research and teaching positions,
where much of his research focused on semi-condlager and advanced filter design. Dr. Abdelmomamed his B.S. and M.S. degrees in
Electrical Engineering from Ain-Shams UniversityGQairo, Egypt, and his Ph.D. from the UniversityMdryland. Much of his research
focused on semi-conductor laser design, supercoinduechnology and advanced filter design. Dr. Albtbnem is a senior member of the
Institute of Electrical and Electronics Engineers,
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Inc. and has published numerous documents for indasnferences and trade journals. He holds fatemqmts and has ten patent applications
pending. Dr. Abdelmonem holds an M.B.A. from theivgnsity of Chicago.

Ralph Pini . Mr. Pini is Chairman of the Board. He has sersedhe Board since 2004. He is also Chairman oCihiporate
Governance Committee and is a member of the ComafiensgCommittee. Since 2004, Mr. Pini has servedssociate Dean at the Univers
of Illinois, Chicago. From 1976 to 2004, he heldioas positions with Motorola, Inc., a communicasgrovider, with his final position
being Senior Vice President and Chief Technologfic®f, Personal Communications Sector. He has fegears in the global wireless
industry. During his career, Mr. Pini worked withokdrola’s Personal Communications Group, where hraged the global R&D
organization and, prior to retirement, was the €herhnology Officer for the group responsible fimmovation, technology platforms, and
advanced technologies. He has broad experiencessaGSM, CDMA, and UMTS platforms. He receivedMi8.A. from Lake Forest
Graduate School of Management, and both his M.§egein Electrical Engineering and his B.S. degne€lectrical and Computer Science
from the University of Illinois, Chicago.

George Calhoun. Dr. Calhoun has served as a director since Noeerh®99. He previously served as the Company’sf@Ehiecutive
Officer from November 1999 to June 2002 and as i@rax of the Board from November 2000 to Septemb82Dr. Calhoun is the
Chairman of the Board’s Audit Committee and serw@she Compensation Committee. Dr. Calhoun joihedStevens Institute of
Technology in July 2003 as Executive-in-Residemdesre he teaches in the Undergraduate ProgramusinBss & Technology, at the Howe
School of Technology Management. Dr. Calhoun hasitsp5 years in the high-tech segment of the wsseet®mmunications industry. He
previously worked for InterDigital Communicationgi@oration (NASDAQ: IDCC), a telecommunications mtatturer, where he was
involved for 12 years in the pioneering developnardigital cellular technology. Subsequently, hesw/ice-Chairman of Geotek
Communications, a mobile communications serviced, ®as chairman of an engineering joint venturedas Israel, to develop a spread
spectrum frequency-hopping radio system for fladio communications. Dr. Calhoun also served asroba of both the board of directors
and audit committee for Airnet Communications, adrmantenna and software-defined radio technolagypany. He is also a member of the
board of directors of Clearstory Systems (NASDA@YS.0B), a company in the business of electroniteat management and digital
archiving software. In 2005, he joined the boardicéctors of PlayLogic Entertainment, Inc. (NASDARLGC.OB), a company in the
business of developing and publishing videogamesCBIhoun holds one patent (on wireless systemmitectures), and has published several
books on wireless communications, including the-sefling Digital Cellular Radio (Artech, 1988). His most recent booKTisird Generation
Wireless Systems: Post-Shannon Sgnal Architectures (Artech, 2003). He has also been a Visiting Prafeasthe Leiden University School of
Management in the Netherlands. Dr. Calhoun ha®\adigree from the University of Pennsylvania, arféh.D. from the Wharton School of
the University of Pennsylvania.

Torbjorn Folkebrant . Mr. Folkebrant joined the Board in 2008 and semwe the Board’s Audit Committee and the Corporate
Governance Committee. He has been a business gevemt consultant for Paratek Microwave, a designermanufacturer of adaptive RF
front-end component solutions for mobile wirelepplacations, since March 2007. He served as chairafidractus SA, Barcelona Spain, a
designer and manufacturer of fractal antenna extalll property and licensing from July 2003 to Blmber 2006. Prior to his position at
Fractus, Mr. Folkebrant served for 12 years inowsiroles for Ericcson, including as President@hif Executive Officer of Ericsson
France, SA where he built a very successful opmratind started and built a successful RF Ampldigadl Energy Systems Organization in the
United States.

Stephen McCarthy. Mr. McCarthy has served on the Board since Ma&382&nd serves on the Board’'s Corporate Governance
Committee. Prior to retiring in 2007, Mr. McCarthgrved as Executive Vice President of Global S&esyices and Marketing of Tellabs,
Inc., a supplier to the dynamic telecommunicatimasistry. Employed at Tellabs since 1999, Mr. MdByarlso served as Senior Vice
President of Operations and Services, Senior Viesifent Optical Networking, Senior Vice Presidétdbal Marketing and Senior Vice
President of Global Solutions and Services of Ball@rior to Tellabs, Mr. McCarthy was Senior VRrsident of the Major Accounts
Division of ADP, a business outsourcing solutionvider, and from 1989 through 1997, he held exgeytositions in marketing and sales at
Ameritech, a United States telecommunications camplir. McCarthy has a Bachelor of Science degndeéimance from the University of
lllinois and an M.B.A. from DePaul University.

John Owings. Mr. Owings joined the Board in August 2007. Mwi@gs is Chairman of the Compensation Committeesandes on
the Audit Committee and the Corporate Governanaar@ittee. Since October 2006, Mr. Owings has seagedice President, Finance of
Nortel Networks (NYSE: NT), a communications praigand has responsibility for the Carrier Netwdrksiness, Nort’s largest segment.
The Carrier Networks business is a global provafdrardware and software solutions for the wire lamd wireless telecommunications
industry. Prior to joining Nortel, from October 206 September 2006, Mr. Owings served as Chiedreial Officer of Ygomi LLC, a
privately held technology firm based in Oak Brotik,From April 2002 to March

-4-



2004, he served as Chief Financial Officer of AiodRucts and Chemicals, Inc, (NYSE: APD), a providieatmospheric gases, process and
specialty gases, performance materials, and equipama services in Allentown, PA. Prior to that,.l®ini was employed in the Personal

Communications Sector of Motorola, Inc. (NYSE: MQ@)communications provider. Mr. Owings has a B&jree in Accountancy and an
M.B.A. from Northern lllinois University. He is atsa member of the Executive Advisory Board of th@tNern lllinois University School of

Business.
The Board recommends that the stockholders vote “FR” the election of the nominees named in this Prox$tatement to
continue to serve as directors of the Company

DIRECTOR COMPENSATION

The following table sets forth the compensationsienvices rendered by non-employee directors o€tmapany for the fiscal year
ended December 31, 2007.

Fees Earned or Stock

Paid in Cash Awards Total
Name ($) (%) (%)
Dr. George Calhoun (¢ 28,600 9,700 38,300
Michael Fenger (2 14,400 4,600 19,000
James Fuentes ( 31,600 10,800 52,400
John Owings (4 11,300 3,300 14,600
Thomas Powers (: 15,000 5,200 20,200
Martin Singer (6 6,300 2,300 8,600

(1) As of December 31, 2007, Dr. Calhoun held optiangurchase 920,833 shares of common st
(2) Mr. Fenger resigned from the Board effective Jayn2808.

(3) Mr. Fuentes received compensation as a nonamapldirector until the effective date of the mengieh Clarity Communications
Systems, Inc. on January 4, 2008, at which timbduame an employee of the Company. Mr. Fuentegnesifrom the Board
effective May 2008

(4) Mr. Owings joined the Board effective August 20
(5) Mr. Powers retired from the Board effective Jun@2
(6) Mr. Singer resigned from the Board effective A20I07.

Stock award value, as reflected in the table abigveased on the price of the Company’s commorksiache date of grant, consistent
with the Company’s accounting expense for suchtgrander FAS 123(R). Directors are paid for serviggacity and committee
involvement. The Company does not pay for meetiry®nd reimbursement of reasonable expenses, mertde Company penalize direc!
for failing to attend a minimum number or perceeta meetings. All non-employee directors are reirsbd for their reasonable out-of-
pocket expenses incurred in attending Board andritize meetings.

During 2007, the Company provided cash payment®iteemployee directors for their service to the @any. Non-employee directors
received $1,800 per month for serving on the Bolrdddition, the respective chairmen of the Baand the three committees (Audit,
Compensation, and Corporate Governance) each eet8400 per month for such service. Non-employeeettirs who served on these
committees in roles other than chairmen each redeb800 per month.
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During 2007, the Company provided non-employeecttims, in addition to certain cash payments asriest above, a grant of 25,000
restricted shares of the Compasmgbmmon stock, a grant of 12,500 restricted sharesmmon stock for service as the chairman oBbarc
or one of the Board'’s three committees, and a gh#i500 restricted shares of common stock foriseron a Board committee. All such
grants vest over a one-year period, on a quaradys. This compensation is intended to vest aebjas possible to the relevant service
period, in this case from the 2007 Annual Meetih§tckholders (the “2007 Annual Meeting”) untietR008 Annual Meeting of
Stockholders.

CORPORATE GOVERNANCE
Meetings

During the year ended December 31, 2007, the Bloglditen meetings. Except for Mr. Fenger, who alitein40% of the Board
meetings, each director attended at least 75%eodBtdard meetings in 2007 (during the period ofseisvice as a director). The Audit
Committee held 8 meetings during 2007. Except for®nger, who attended 38% of the Audit Commitheetings, each member of the
Audit Committee attended at least 75% of the AGQditnmittee meetings in 2007 (during the period efd@rvice on the Audit Committee).
The Company does not have a formal policy regardirgrtor attendance at annual meetings of stodensl However, the Company does
request directors to use their best efforts tovadlable for, and attend, the annual meetingsadldtolders. All directors except Mr. Fenger
attended the 2007 Annual Meeting.

Independent Directors

The Board has determined that Dr. Calhoun and MeBsikebrant, McCarthy, Pini and Owings are eantiépendent” pursuant to
Section 803A of the NYSE Alternext US (the “Excharigormerly the American Stock Exchange) ruleghaugh Mr. Pini's recent service
as interim Chief Executive Officer makes him unablserve on the Audit Committee, he is properle b serve as a member of each of the
Compensation Committee and the Corporate Governaaoanittee.

Committees of the Board

The Board has established an Audit Committee, afemsation Committee, and a Corporate Governancertee, each of which is
comprised entirely of “independent directors” aat tterm is defined under the Exchange rules.

The Audit Committee consists of three directors, ©alhoun (Chairman), and Messrs. Folkebrant anth@sw All of the members of
the Audit Committee of the Board are “independest’defined by the rules of the Exchange. The Bbasddetermined that Dr. Calhoun is an
“audit committee financial expert” as defined igu&ations of the Securities and Exchange CommissBBC”). The Audit Committee’s
responsibilities are selecting the Company’s indeleat auditors, reviewing the plan and scope oftidit, approving any non-audit services
provided by the Company’s independent auditordereing the Company’s audit and control functionggrseeing of the Company’s insider
trading policy and reporting to the full Board redjag all of the foregoing. The Audit Committee Ctea was attached as Appendix A to the
2007 Annual Meeting Proxy Statement dated AprilZ0Q7.

The Compensation Committee consists of Mr. Owil@fsafrman), Dr. Calhoun and Mr. Pini. The Compemsa€ommittee has
responsibility for recommending to the Board guite$ and standards relating executive compensagweigwing the Company’s executive
compensation policies, approving all executive cengation, overseeing management’s recommendatotisef compensation of other
employees, and reporting to the full Board regaydire foregoing. The Compensation Committee alsarésponsibility for administering the
Company’s 2003 Equity Incentive Plan, as amendesl“@003 Plan”), determining the number of optiansl shares of restricted stock to be
granted to the Company’s executive officers andleyges pursuant to the 2003 Plan, approving eaecaunder the 2003 Plan, regardless
of the award level or recipient, and reportinghte full Board regarding the foregoing functionseTdhief Executive Officer will from time to
time prepare analyses of Company and/or indivigealormance, including of named executive officamg may recommend a specific cot
of action. Ultimately the Compensation Committeegdnjunction with the full Board in certain circetances, has the authority to accept,
change, or reject these analyses and/or recomnienslathe Compensation Committee may retain amditatte compensation consultants
and/or attorneys to assist in the evaluation afalar, executive officer, or other compensatiord laas the sole authority to approve related
consultant/legal fees and other retention terms. Compensation Committee held four meetings in 208@ Compensation Committee
Charter was attached as Appendix B to the 2007 AhMeeting Proxy Statement dated April 27, 2007.
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The Corporate Governance Committee was formed g@@94 and consists of Mr. Pini (Chairman), and $fesOwings, Folkebrant
and McCarthy. The Corporate Governance Committeseachoth the Board's corporate governance andmabimg committee. The
Corporate Governance Committee reviews and makesmmendations to the Board regarding Board orgtinizamembership (including tl
identification and recommendation of potential adates for election to the Board), function ancaefiiveness, and committee structure,
membership, function and effectiveness. The Cotpdemvernance Committee evaluates the performaite @oard as a whole, the
committees of the Board and the individual direstdihe Corporate Governance Committee held foutimgseduring 2007. The Corporate
Governance Committee Charter was attached as App€nio the 2007 Annual Meeting Proxy Statemenedakpril 27, 2007.

Director Nominations

The Corporate Governance Committee currently seagesir nominating committee. The Corporate Govera&ommittee seeks
director candidates based upon a number of quatiifics, including their independence, knowledgdgjuent, character, leadership skills,
education and experience. In selecting appropciatelidates, the Corporate Governance Committeplarly emphasizes significant
experience in the wireless telecommunications itrgius

As part of the process of selecting Board candgdke Corporate Governance Committee reviewspgheoariate skills and
characteristics required of Board members. The @atp Governance Committee does not generallyugiy third-party search firms to
identify board candidates. Instead, it relies aomemendations from a wide variety of its businessacts, including current executive
officers, directors and stockholders, as a sowcedtential Board candidates. The Corporate Gama Committee evaluates the above
criteria as well as the current composition of Bward and the need for audit committee expertibe. Corporate Governance Committee then
recommends to the Board for nomination the candilatho it believes best suit the needs of the Camnpa accordance with the provisions
of our By-Laws, including the notice provisions delsed below, a stockholder entitled to vote far gtection of directors at the meeting may
nominate candidates for election to the Board.

A stockholder who wishes to nominate a directod@date must timely provide a notice that is deldgeto, or mailed and received by,
the Corporate Secretary of the Company at the ipahexecutive offices of the Company at 1001 Cadgw Drive, EIk Grove Village,
IL 60007. To be timely, the notice must be deliven®t less than 60 days nor more than 90 days farithre meeting; provided, however, that
if the Company has not publicly disclosed (in thenmer provided in the Biyaws) the date of the meeting at least 70 days prithe meetini
date, the notice must be received not later thartlibse of business on the tenth day followingdéng on which the Company publicly
discloses the meeting date.

To be in proper written form, a stockholder’s netto the Corporate Secretary must set forth (&) aach person whom the stockholder
proposes to nominate for election as a directbmfarmation relating to the person that wouldrbguired to be disclosed in solicitations of
proxies for election of directors, or is otherwisguired, in each case pursuant to Regulation ¥4AeoSecurities Exchange Act of 1934, as
amended (the “Exchange Act”), including such peisanitten consent to being named in the proxyestant as a nominee and to serving as
director if elected; and (b) as to the stockholgiging the notice, (i) the name and record addoéssich stockholder as he or she appears on
the Company'’s books and (ii) the number of the Camyfs shares that are beneficially owned by susbtks$iolder, by class and series.

Stockholders’ nominees that comply with these palaces will receive the same consideration at amalmmeeting of stockholders as
other nominees would receive at such annual meeting
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Policy for Stockholder Communication with Directors

Stockholders may communicate with the memberseBthard, either individually or collectively, by iing to the Board at 1001
Cambridge Drive, Elk Grove Village, IL 60007. Thesammunications will be reviewed by the office loé tCompany’s Corporate Secretary,
as agent for the non-employee directors, in fatitig direct communication to the Board. The Coap®iSecretary’s office will treat
communications containing complaints relating tocamting, internal accounting controls, or auditmgtters as reports under the Company’
Whistleblower Policy. Further the Corporate Seayesaoffice will disregard communications that avet directly related either to the
Company or to the directors’ roles as members®Bbard.

General Communications. The Corporate Secretary’s office will summarifleseockholder communications directly relatingtie
Company’s business operations, its Board, its effficits activities or other matters and opportasitlirectly related to the Company. The
communications summary and copies of the actuakbtdder communications will then be circulatedite Chairman of the Corporate
Governance Committee on a biweekly basis.

Stockholder Proposals and Nominations Stockholder proposals are reviewed by the Cotpdacretary’s office for compliance with
the requirements for such proposals set forthénGbmpany’s By-Laws and in Rule 14a of the Exchakhgfeand as described in this Proxy
Statement. Stockholder proposals that meet theggreenents will be summarized by the Corporate &acy’s office. Summaries and copies
of the stockholder proposals are circulated toGhairman of the Corporate Governance Committee.

Stockholder nominations for directors are revielwgdhe Corporate Secretary’s office for compliandéh the requirements for such
nominations that are set forth in the Company’sLByrs and as described in this Proxy StatementkBtdder nominations that meet these
requirements are summarized by the Corporate $egiebffice. Summaries and copies of the nomimetiare circulated to the Chairman of
the Corporate Governance Committee.

Retention of Stockholder Communications Any stockholder communications that are not datad to the Chairman of the Corporate
Governance Committee because they do not meepfiieable requirements or criteria described abmiiebe retained by the Corporate
Secretary'’s office for at least 90 calendar dagmfthe date on which they are received, so thaetcemmunications may be reviewed by the
non-employee directors to whom they were addresled|d any of the non-employee directors elecotsal

Distribution of Stockholder Communications. Except as otherwise required by law or upon #wiest of a non-employee director,
the Chairman of the Corporate Governance Committikeletermine when and whether a stockholder comication should be circulated
among one or more members of the Board and/or Coynpanagement.

EXECUTIVE OFFICERS

Set forth below is a table identifying executivfiadrs of the Company who are not identified in thiele entitled “Election of
Directors—Nominees for Election.” Biographical infieation for Mr. Gordon Reichard, Jr. and Dr. Abdefram is set forth above under the
caption “Nominees for Election.”

Name Age  Position with Company
Gary Bergel 54 Chief Financial Office

Mr. Berger joined the Company in June 2008 as (fiigdincial Officer and Corporate Secretary. Frono®er 2007 through May 20C
Mr. Berger was employed by Hilco Appraisal Servi@business asset valuation services companyrp@rfy inventory appraisals.
Previously, Mr. Berger was Senior Vice President @hief Financial Officer at Barrington-based Or@@rporation from February 2003
through June 2006, and provided consulting sentiw&yrius through May 2007. He joined Orius in (etn2001 as Vice President-
Operations Finance. As the Chief Financial OffioEOrius, Mr. Berger was responsible for all aspexdtAccounting, Administration,
Finance, Human Resources, Legal and Risk Managemneecember 2005, Orius filed for bankruptcy un@eapter 11 of the U.S.
Bankruptcy Code in the U.S. Bankruptcy Court far Northern District of lllinois. Prior to his timeg Orius, Mr. Berger held various financ
leadership positions at SBC/Ameritech (now AT&T)thwhis final position as Vice President Finance38C Public Communications
business unit, Esmark and Deloitte & Touche. He GPA and a member of the AICPA and lllinois CPAISty. Gary has an M.B.A.
(Finance) from DePaul University in Chicago and.&.Bn Accounting from lllinois State University.
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The Board elects officers annually and such officeubject to the terms of the applicable employtragreement, serve at the discretion
of the Board. The Company has entered into employmgreements with Mr. Reichard and Dr. Abdelmorem has delivered an offer letter
to Mr. Berger. See the section of this Proxy Stateititled “Executive Compensation” for a descoptof the employment agreements.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requires the Gomis officers (as defined under Section 16(ahefExchange Act), directors and
persons who own greater than 10% of a registesss @f the Company’s equity securities to file repof ownership and changes in
ownership with the SEC. Based solely on a reviethefforms it has received and on written repreg@nts from certain reporting persons
that no such forms were required for them, the Camgpbelieves that during 2007 and through the dftleis Proxy Statement, all of the
Section 16(a) filing requirements applicable tooitficers, directors and 10% beneficial owners warmplied with by such persons, except
(i) two late Form 4 filings by Dr. Abdelmonem, refing three transactions, (ii) one late Form Jfiliand one late Form 4 filing by
Mr. Berger, reporting one transaction, (iii) ontel&orm 4 filing by Dr. Calhoun, reporting two tsattions, (iv) one late Form 4 filing by
Elliott Associates, L.P., reporting five transaaso (v) one late Form 3 filing and one late Forfilidg by Mr. Folkebrant, reporting one
transaction, (vi) one late Form 3 filing and onte I&orm 4 filing by Mr. McCarthy, reporting onerisaction, (vii) one late Form 4 filing by
Mr. Owings, reporting two transactions, (viii) olae Form 4 filing by Mr. Pini, reporting three tisactions, (ix) one late Form 4 filing by
Mr. Reichard, reporting two transactions, (x) oake IForm 4 filing by Mr. Thode, reporting one traction, and (xi) one late Form 4 filing by
Bradford Whitmore, reporting one transaction. Baspdn a review of its records and the Section 1fl{ays made by its former directors
and officers, the Company believes that each ofske£esario, Christie, Fenger and Fuentes haleel fai report at least one transaction on
Form 3, 4 or 5 during 2007 and through the dathisfProxy Statement.

EXECUTIVE COMPENSATION
Summary Compensation Table

The table below summarizes the total compensatiichtp or earned by each of the named executiveen$f for the fiscal years ended
December 31, 2007 and December 31, 2006.

Stock All other

Salary Bonus Awards compensation Total
Name and principal position Year ($) (%) $)5) %) ($)
John Thode (1) 2007 322,00( — 160,00( — 482,00(
President and Chief Executive Offic 200¢ 300,00( 50,00( 320,00t — 670,00(
Ralph Pini (2) 2007 47,60( — 9,30( — 35,90(
Interim Chief Executive Office 200¢ — — — — —
Dr. Amr Abdelmonem (3) 2007 255,00( — 277,50( 3,82t 532,50(
Chief Technology Office 200¢ 250,00( 7,50( 277,50( — 535,00(
Frank Cesario (4) 2007 180,00( — 68,75( 2,70z 248,75(
Chief Financial Office! 200¢ 172,00( 15,00( 47,67¢ — 234,67"

(1) Mr. Thode terminated his employment with ther@any effective in October 2007, and his salargflected through such date.
Upon the termination of his employment, Mr. Thodddited 50% of his stock award for 2007. In JuA6&, 2,000,000 restricted
shares were issued to Mr. Thode, which sharesdi@steur equal installments beginning on JuneZ8@6 and ending on
December 31, 2007. Also in June 2006, 4,000,006esha restricted stock were granted to Mr. Thodtl such shares scheduled
to vest based on objectives established by thedBfoar2006 and 2007 financial performance; alllige shares were forfeited on
December 31, 2007 because the performance cniter@ not met. Mr. Thode did not receive any compagos as a director in
2007.

(2) Mr. Pini served as the Company’s interim Cligecutive Officer from November 2007 through Maggl08. His total cash
compensation for 2007 as interim Chief Executivéd®f was $21,000. In 2007, 52,500 restricted sh
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were issued to Mr. Pini, as a non-employee direztthe Company, with such shares to vest on ateyabasis over a one-year
period. As of December 31, 2007, Mr. Pini held ops to purchase 110,000 shares of common stocRe@amber 31, 2007,

Mr. Pini forfeited 33,333 shares of restricted ktas a result of not meeting the Company’s vegtagiirements. For services as a
director in 2007, Mr. Pini earned $26,600 in casbsfand $9,300 in stock awards, as valued underl28R. Mr. Pini was not
compensated as a director while he served asrmtehief Executive Officel

(3) InJune 2006, 1,500,000 restricted shares weredssuDr. Abdelmonem, which shares vested in fouaéinstallments beginnir
on June 30, 2006 and ending on December 31, 2063@.ikJune 2006, 2,000,000 shares were grantBd. tAbdelmonem with
such shares scheduled to vest based on objecttadsished by the Board for 2006 and 2007 finarpéaformance; all of these
shares were forfeited on December 31, 2007 bedhaggerformance criteria were not met. Dr. Abdelemarbecame the
Company’s Chief Operating Officer in February 2008lding this position in addition to his continusglvice as the Company’s
Chief Technology Officer

(4) In February 2006, 250,000 restricted sharegvesued to Mr. Cesario, such shares vesting ggoadlr four years on an annual
basis beginning on March 15, 2006. In December 2286,000 restricted shares were issued to Mr.i@esaich shares vesting
equally over four years on an annual basis. Asaltref his resignation, Mr. Cesario forfeited 1310 shares of restricted sto

(5) Effective January 1, 2006, the Company adotitegprovisions of SFAS No. 123(R), “Share-Basednrayt,” (“FAS 123R")
which establishes accounting for equity instrumenxtshanged for director services. Under the promsiof FAS 123R, share-
based compensation cost is measured at the grenthdaed on the calculated fair value of the ayad is recognized as an
expense over the director’s requisite service pefg@nerally the vesting period of the equity grahhe Company changed its
equity compensation practices at the same timenfzthasize grants of restricted stock as opposeibti sptions. Grants of
restricted stock are valued at the market prictherdate of grant and amortized during the seipé&®d on a straight-line basis or
the vesting of such grant, whichever is higl

The components of compensation for the named eixecoftficers include base salary, bonuses, equitgpensation based on time of
service and/or performance criteria, other contr@ldierms and benefits, such as a change in cattermination, and certain other benefits
that are provided broadly to all of the Companytgpéoyees.

The named executive officers are typically entitiegharticipate in company-wide benefit programsaaron-preferential basis. Those
programs include the provision of $50,000 in teifimihsurance, disability insurance, medical plantigipation and a 401(k) program with a
Company match of the lesser of 3% of the emplogéses or 50% of the employee contribution. The ndmxecutive officers are eligible to
participate in a Company-wide bonus program that beafunded based on certain events, such ascehlflows during a fiscal year in
excess of 5% of the Company’s annual operating. Bach funding status is determined by the Compgems@€ommittee in January of the
following fiscal year and then paid by the CompaNyg.such amounts were earned in 2006 for payme20@7, or during 2007 for paymen
2008.

The Company has a Share Ownership Policy in pkféegtive January 1, 2006, that covers officers dinectors (each a “Covered
Person”), including the named executive officeng.JBnuary 1, 2007, or within one year after becgnairCovered Person, each Covered
Person must own at least the lesser of 20,000 sloar®5,000 worth of the Company’s outstanding comstock. Within three years after
becoming a Covered Person, each Covered Persoromnst least the lesser of 100,000 shares or 825@rth of the Company’s
outstanding common stock. While there are no sjpgoénalties for failing to perform under the Sh@wnership Policy, the policy sets an
expectation for anyone who wishes to remain arceffor director of the Company. Stock options areconsidered in the determination of
satisfying these requirements, regardless of gstiatus.
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Outstanding Equity Awards at Fiscal Year End

The following table summarizes the outstanding gcaivards held by the named executive officersf&ecember 31, 2007.

Options Awards Stock Awards
Number of
Securities
Underlying Number of Shares
Unexerciset Option Option Market Value of Shares ol
Exercise Expiration or Units of Stock
Options (#) That Have Not Units of Stock That Have
Name Exercisable Price ($) Date Vested (#) Not Vested ($)(3)
John Thode(1) — — — — —
Dr. Amr Abdelmonem 262,49¢ $ 0.11 1/1/201: — —
Frank Cesario — — — 187,50((3) $ 35,62¢

(1) Mr. Thode resigned from the Company on Octdi#gr2007. Options to purchase 1,100,000 shardsedfbmpany’s common
stock held by Mr. Thode expired 60 days after b@gnation

(2) Equity award market value determined usingctbsing price of the Company’s common stock onERehange on December 31,
2006 and 2007, which was $0.34 per share and $@d8hare, respectively. Dr. Abdelmoneroptions are fully vested and exg
ten years from the grant date or within 60 dayeohination of his employment with the Compa

(3) These shares were cancelled upon Mr. Cesagsignation in May 2008. Mr. Cesario’s restrictbdres were scheduled to vest in
three equal amounts during December 2008, 2002@hd.

Employment Agreements

Reichard Employment Agreement. On March 10, 2008, the Company entered into gol@ment agreement with Mr. Reichard. The
term of the agreement is for two years; providenydwver, that upon the 18-month anniversary of Ma@h2008 and each day thereafter, the
term of the employment agreement will be extenadeahe additional day unless the Company providdtsen notice to Mr. Reichard that it
will not extend the term. Under the employment agrent, Mr. Reichard’s annual base salary is $280{00the first 12 months of the
employment agreement. Prior to the 12-month ansargrof the agreement, the Company and Mr. Reichdrdegotiate, in good faith, an
increase in base salary for months 13 through 24Rdichard is also eligible for a cash performanaeus of up to $80,000, provided the
Company achieves certain mutually agreed upon pegnce goals. Bonuses will be payable promptly upenCompany’s conclusion that
the performance measures have been achieved, andewent later than the filing date of the Compsynnual Report on Form 10-K for
that particular year. Mr. Reichard will be ableptrticipate in the Company’s benefit plans, subjecetpplicable eligibility and participation
requirements.

In addition to the employment agreement, the Comédsp entered into a restricted stock award ageeg(fiReichard Stock
Agreement”) with Mr. Reichard, pursuant to whiclke Bompany granted Mr. Reichard 2,000,000 sharesstficted stock (the “Reichard
Restricted Stock”). Under the Reichard Stock AgreetnMr. Reichard is eligible for additional graofsup to 3,000,000 shares (the
“Reichard Performance Stock™he Reichard Restricted Stock shall, if Mr. Reichlaas been continuously employed through the g slte
vest pursuant to the following schedule: i) 250,888res on March 17, 2008; ii) an additional 250,8lfares on August 30, 2008; iii) an
additional 500,000 shares on February 28, 2009nvadditional 500,000 shares on August 30, 20p8madditional 250,000 shares on
February 28, 2010; and vi) an additional 250,002t on August 30, 2010. For fiscal years 20082808, Mr. Reichard is eligible, upon
attainment of performance goals determined by tva@any, for grants of up to 1,500,000 of additioreatricted shares for each fiscal ye
follows: 500,000 shares upon attainment of 80%hefdpecified performance goals, 1,000,000 totakeshapon achievement of 100% of the
specified performance goals and 1,500,000 totakshapon achievement of 130% of the specified pediace goals, or an interpolated
amount for accomplishing between 100% and 130%e&pproved performance goals. For the 2009 fisza, additional restricted shares
and/or cash compensation may be considered bydhweénsation Committee if performance exceeds 1308pexified goals.
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Abdelmonem Employment Agreement On February 19, 2008, the Company entered intagasement with Dr. Abdelmonem to
include his service as the Company’s Chief Opegafifficer in addition to his continued service las Company’s Chief Technology
Officer. This agreement replaced the employmentdexgent between Dr. Abdelmonem and the Company datagary 1, 2006 (the “Prior
Employment Agreement”). Except as noted below wétpect to his annual bonus opportunity, this ngsg@ment continues
Dr. Abdelmonem’s employment with the Company onstaifitially the same terms, including salary, aseutige Prior Employment
Agreement. Under Dr. Abdelmonem’s employment agezenDr. Abdelmonens annual base salary is $255,000, subject to fattjiestmen
as determined by the Compensation Committee.

Under Dr. Abdelmonem’s employment agreement, Dddimonem is eligible for an annual bonus basederathievement of
corporate and individual goals established by tharB or the Compensation Committee, which bongetierally paid in shares of restricted
stock, including up to 1,000,000 restricted shaviés immediate vesting that may be awarded. Ther@oaserves the right, in its discretion,
to make additional awards in cash or stock foraatlinary performance in excess of plan goals. diwb will be payable to
Dr. Abdelmonem with respect to a given year if &iésfto be employed by the Company through th¢ diay of the following year (or, in the
case of a termination by the Company for causeutytr the date of actual bonus payment). The empoyiagreement also contains
customary restrictive covenants, including a conémat to compete with the Company for a periodigfmonths following the cessation of
his employment.

In connection with his continued employment, thenpany also entered into a restricted stock agree(tten“Abdelmonem Restricted
Stock Agreement”) with Dr. Abdelmonem, pursuanitach the Company granted Dr. Abdelmonem 1,2004)G0es of restricted common
stock (the “Abdelmonem Restricted Stock”). The Alntlenem Restricted Stock was granted under the P03 and is subject to vesting
based on Dr. Abdelmonem’s continued service taQtbmpany over a period of approximately 23 monthbjést to acceleration upon a
change in control of the Company). In addition, Biodelmonem is eligible for a grant for each of 8898 and 2009 fiscal years equal to
300,000 restricted shares upon achievement of §08peazified performance goals, a total of 650,080ricted shares upon achievement of
100% of specified performance goals, and a total@d0,000 restricted shares upon achievement@¥#ol® specified performance goals, or
an interpolated amount for accomplishing betweed?d@nd 130% of approved performance goals. Fo2@08 fiscal year only, additional
restricted shares and/or cash compensation magrsedered by the Compensation Committee if perfocaaxceeds 130% of the
performance goals. All such performance-basedicestrshares will vest on the filing date of then@@any’s Form 10-K for each of the 2008
and 2009 fiscal years, as applicable, if Dr. Abdatem remains continuously employed by the Complargugh that filing date and the
performance goals specified by the Company witpeesto that fiscal year have been achieved. Thiermeance goals, which may include
intermediate goals, the achievement of which veiult in partial vesting, will be determined by thempany, based on the Company’s
operating plan for the applicable year, and wilcbenmunicated to Dr. Abdelmonem not later than &sdollowing the start of the
applicable year.

Berger Letter Agreement. On May 28, 2008 the Company extended an offegriéd Mr. Berger containing the terms of his
employment with the Company as Chief Financial €&ffi The letter has no set term, and his employisattwill. Mr. Berger will serve at
the discretion of the Board. Mr. Berger’s letteresgment provides for an annual base salary of $060)n addition, Mr. Berger is eligible to
receive a performance-based bonus of $20,000 ifirttdiscal quarter that the Company achievesgsitive cash flow. The Compensation
Committee of the Board has authorized the gramndBerger of 250,000 restricted shares of the Camgfs common stock, to fully vest in
two years, with six month partial vesting increngerithe letter agreement requires Mr. Berger to @ecihe Company’s standard
confidentiality and proprietary rights agreements.

Cesario Employment Agreement On February 6, 2006, the Company entered in@aggeement with Mr. Cesario to continue to serve
as the Company’s Chief Financial Officer (the “Ges&mployment Agreement”). Mr. Cesario’s annuasdaalary was $172,000 as of the
effective date of the Cesario Employment Agreenaet was $180,000 for 2007. Mr. Cesario was awaadegsh bonus of $15,000 in 2006.
Mr. Cesario also received a grant of 250,000 shafresmmon stock that will vest on a quarterly basier the following two years.

Mr. Cesario was eligible, subject to the Compaiiytentive compensation programs, to receive artiadai 125,000 restricted shares of
common stock if the Company exceeded its annuahbss plan by 50%, or 250,000 restricted sharesmwimon shares of common stock if
the Company exceeded its annual business plan@%18uch shares, if granted, would vest semi-ahnaaér two years from the date of
such award. In addition, Mr. Cesario was eligilded cash bonus of up to 25% of his annual salasgt® upon meeting mutually agreed upon
goals. Mr. Cesario resigned from his position dffecMay 31, 2008.

Thode Employment Agreement On January 10, 2006, the Company entered inagagement with Mr. Thode to continue to serve as
the Company’s President and Chief Executive Off{tlee “Thode Employment Agreement”). This agreensemterseded the letter agreement
between Mr. Thode and the Company dated Janu@@0&. Mr. Thode’s annual base salary was $3004000 i
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2006 and $350,000 in 2007, and was subject todwddjustment as determined by the Compensation Giteenof the Board. Mr. Thode was
also entitled to certain performance bonuses, gembthe Company achieved certain specified perfoceagoals as determined by the
Compensation Committee. Additionally, the Comparsgtackholders approved the issuance of 6,000,08@stof restricted stock to

Mr. Thode as further incentive and compensatiore Estricted stock was subject to both a time ngsihd performance vesting component,
as further described in the form of restricted lstaward agreement attached as an exhibit to thedEomployment Agreement. Mr. Thode
was also granted a signing bonus of $50,000.

During October 2007, John Thode tendered his rasigmas the Company’s President and Chief Exeewifficer. The Thode
Employment Agreement was terminated in connectiith Mr. Thode’s resignation from the Company. Mhofle remained a member of the
Board until his resignation in May 2008.

Fuentes Employment Agreement Mr. Fuentes became an employee of the Company thygoconsummation of the acquisition of
Clarity Communication Systems, Inc. (“Clarity”) danuary 2008. Mr. Fuentes’ role was to assist thief@&xecutive Officer in the
coordination and integration of the combined efgigperations. The Company and Mr. Fuentes enfatecan employment agreement
providing for a base salary for Mr. Fuentes of $280 per year. The term of the employment agreeisdnt two years; provided, however,
that upon the 18-month anniversary of the stahi@employment and each day thereafter, the tertneohgreement will be extended for one
additional day unless and until the Company prayigeitten notice to Mr. Fuentes that such extensvonld not occur. Mr. Fuentes’
employment with the Company terminated on May I®&and he resigned his Board seat on the same date

Potential Payments Upon Termination or Change in Cotrol

Under Mr. Reichard’s employment agreement, if tlenpany terminates Mr. Reichard without Cause (éiseldin the employment
agreement) or Mr. Reichard resigns from the Compganood Reason (as defined in the employmentesgest) prior to six months of
continuous employment, Mr. Reichard will receiventidy severance payments equal to 1/12th of hie bakry for a period of three mont
in addition to accrued but unpaid base salary aydacrued but unused vacation as of the datamiration. If the Company terminates
Mr. Reichard without Cause or Mr. Reichard resifjomn the Company for Good Reason after six monfltontinuous employment,

Mr. Reichard will receive monthly severance paymeual to 1/12th of his base salary for a perfagbomonths, in addition to accrued but
unpaid base salary and any accrued but unusedaacat of the date of termination. If Mr. Reichardmployment is terminated for any ot
reason, including termination by the Company fousza Mr. Reichard will be entitled to payment ofraed and unpaid salary and accrued
but unused vacation through the date of such textioim.

In addition, upon termination of Mr. Reichard’s\see to the Company for any reason or for no reaaop Reichard Restricted Stock
which has not become vested prior to the effeatate of such termination will be forfeited and mluligional Reichard Performance Stock:
be issued. However, if Mr. Reichard is terminatétheut Cause prior to December 15, 2009, 250,006Haed Restricted Stock will vest as
of the date of the termination. If a Change in Calnfas defined in the Reichard Stock AgreementhefCompany occurs prior to
December 31, 2009 and Mr. Reichard remains in noatis service to the Company through the dateavf@hange in Control, then
immediately prior to (but contingent upon) the Ciain Control, any unvested Reichard RestrictedkSidll vest and the Reichard
Performance Stock otherwise subject to issuanceruhd Reichard Stock Agreement based on perforenanibat fiscal year will be issued
provided that performance for the portion of thaarythat transpires prior to the Change in Comreéts or exceeds a pro-rata portion of the
performance goals specified by the Board for tleairy

Under Dr. Abdelmonem’s employment agreement, if@oenpany terminates Dr. Abdelmonem without cauderoAbdelmonem
resigns for Good Reason (as defined in the emplayagreement), he will receive a lump sum paymgoakto 50% of his base salary, an
annual bonus for the fiscal year of terminatiord amiver of the applicable premium for COBRA conttion coverage in the Company’s
health plan(s) for a period of six months. If then@pany terminates Dr. Abdelmonem for cause (asidéfin the employment agreement), he
will be entitled only to the payment of accrued amgbaid salary through the date of such termination

Under Mr. Berger’s letter agreement, after four therof employment, Mr. Berger will be entitled to¢e months of severance if he is
terminated for any reason other than Good Causae@sibed in the letter agreement), contingenhups execution of a release and non-
disparagement agreement. Mr. Berger will be eutittereceive his base salary during such sevenagited, and any bonus earned as well as
vested equity awards as of his termination date.
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Mr. Cesario and the Company entered into an empboyragreement during February 2006. Mr. Cesariogleyment as Chief
Financial Officer terminated on May 19, 2008, updn Cesario’s resignation. The Cesario Employmegte&ment provided that if the
Company terminated Mr. Cesario without Cause (éisektin the Cesario Employment Agreement), he wdave received three months of
his base salary and any bonus earned during hitogment period. No payments were made to Mr. Cedarconnection with his
resignation.

Mr. Thode and the Company entered into an employagreement in January 2006. Mr. Thode’s employraadtthe Thode
Employment Agreement were terminated in Octobei720@on Mr. Thode's resignation. The Thode Employnfgreement provided that if
the Company terminated Mr. Thode without Causealéimed in the Thode Employment Agreement) or Mrode resigned for Good Reason
(as defined in the Thode Employment Agreement)ybeld receive a lump sum payment equal to his bakey, an annual bonus for the
fiscal year of termination and waiver of the apglie premium for COBRA continuation coverage in@mmpany’s health plan(s) for a
period of 12 months. The Thode Employment Agreerpentided that if the Company terminated Mr. ThéaleCause, he would be entitled
only to the payment of accrued and unpaid salanuth the date of such termination. Upon a Changgointrol (as defined in the Thode
Employment Agreement), and presuming continuoudgathrough that Change of Control, Mr. Thode vadoidve vested any unvested
grants of restricted stock that would have subseitjugested due to the passage of time or thatesth earned on a performance basis on the
prorated period before the Change of Control. If Whrode had been terminated on or before Decenthe20®6, due to a Change in Control,
he would have received not only one year of saday bonus ($350,000 in total) but also would haeekerated the vesting of 1,000,000
shares of restricted stock that would have beerar to vest during 2007 as a result of the passiggme ($340,000 in total value
accelerated from 2007 vesting dates to the Chah@emtrol date). No payments were made to Mr. Thiodeonnection with his resignation.

Mr. Fuentesemployment with the Company terminated on May T8& On May 19, 2008, Mr. Fuentes entered intograeament witl
the Company that provides for payment to Mr. Fugimean amount of $6,500 per month for 12 montbmfthat date in lieu of any other
compensation that may have been available pursodr$ employment agreement or otherwise with tben@any.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Transactions with the Lenders

The Company has entered into several transactidthsAlexander Finance, L.P. (“Alexander”) and Maaster Securities Corporation
(“Manchester”) each of whom beneficially, togetheéth their affiliates, own more than 30% of our aown stock. Below is a summary of the
financing transactions, which is qualified in itgieety by the terms of each applicable agreenrardlving Manchester and Alexander since
January 2007.

August 2008 Loan Agreement On August 18, 2008, the Company entered intdAtigust 2008 Loan Agreement (the “August Loan
Agreement”) with Alexander and Manchester (collesdiy referred to as the “lenders”) under which lgmeders provided to the Company a
credit line in the aggregate principal amount 0j0$8,000, and reduced the amount of advances inabmmade under the May 2008 Loan
Agreement (defined below) by $550,000. The indeatdsd under the August Loan Agreement is evidengedebCompany’s 9/2%

Secured Convertible Notes (each a “Convertible Natgether the “Convertible Notes”) due Augus010. The Company issued a
Convertible Note to Alexander in the principal ambnot to exceed $1,650,000 and a Convertible ipdanchester in the principal amount
not to exceed $1,350,000. Interest on the Converibtes accrues at9 2% per annum and the holders of the Convertible §lbsve the
right to convert the principal amount under the @utible Notes, and all accrued but unpaid inter@sany time, in whole or in part, into
shares of the Company’s common stock at an origioabersion price of $0.20 per share.

In connection with the August Loan Agreement areliisuance of the Convertible Notes, the Compatsrethinto a Registration
Rights Agreement (as amended as of November 13, 200 “Registration Rights Agreement”) with thaders. Pursuant to the Registration
Rights Agreement, the Company is required to fitegistration statement under the Securities AGIH3 (the “Securities Act”) by June 1,
2009, covering the resale of at least 15,000,0@@eshof the Company’s common stock (the “Registr&8glcurities”), representing the
potential number of shares of common stock issuasbe conversion of the maximum principal amourd do the Convertible Notes
($3,000,000) at the initial conversion price ofZDper share. Under the Registration Rights Agredntiee registration statement must be
declared effective by the SEC by September 1, 20@ registration statement is not reviewed by 8EC, or by November 1, 2009 if the
registration statement is reviewed by the SECherGompany will be obligated to make certain dglayments. In addition, at any time after
March 31, 2009 either lender may demand by writtetice to the Company (a “Demand Notice”), that@wnpany prepare and file such
registration statement not later than
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the date that is 30 days following the date offl@eenand Notice (the “Demand Date”). Thereafter,Gloenpany shall use its best efforts to
have the registration statement declared effeetiveoon as possible, but not later than 60 days thhe Demand Date. The Company is also
required to list the Registrable Securities onElkehange by the same date the registration statemmyuired to be declared effective by the
SEC.

To secure and guarantee payment of the ConveNibles, also on August 18, 2008, the Company, thedes and the Company’s
wholly-owned subsidiary, Clarity, entered into av&eth Amended and Restated Security Agreement'ktber Security Agreement”) and an
Amended and Restated Guaranty of Clarity (the “N&arity Guaranty”), in favor of the lenders. Thew8ecurity Agreement amends and
restates the Sixth Amended and Restated Securityefvgent dated May 29, 2008 to add the August Lagre@ment and the Convertible
Notes to the list of obligations secured by althef Compan’s assets. The New Clarity Guaranty amends andtessthe Amended and
Restated Guaranty of Clarity dated May 29, 200&dd the Convertible Notes to the list of obligatidar which Clarity is guaranteeing the
full payment and performance by the Company tdehders.

The material terms of the August Loan AgreementthedConvertible Notes include the following:

. Interest on advances made pursuant to the August Bgreement (the “Loans”) is calculated on a 369-ygkar compound
interest basis and paid for the actual number g$ édéapsed. All interest due on such Loans is payai August 1, 2010,
the maturity date of the 2008 Loan Agreement. Atttieroccurrence and during the continuance of entesf default, the
interest rate on the Loans is increased to thelefs20% per annum, or the highest rate permiitethw and is payable on
the demand of the lende

. The repayment of the principal amount of the Cotilbker Notes, as well as the notes we previouslyddso the lenders a
all accrued and unpaid interest, may be acceleratde event of (i) a failure to pay any principahount on the
Convertible Notes; (ii) a failure to pay the pripali amount or accrued but unpaid interest uponoéuiye notes we
previously issued to the lenders as and when die (ailure by the Company for ten (10) dayseafiotice to it, to compl
with any other material provision of any of the @ertible Notes, the notes we previously issuedhéolénders, the August
Loan Agreement or the Registration Rights Agreem@nta default under the Seventh Amended and®edtSecurity
Agreement or any of the Convertible Notes or thiesave previously issued to the lenders; (v) adirdy the Company of
its representations or warranties under the Augoah Agreement or under the New Clarity Guaranti); defaults under
any other indebtedness of the Company in exce$5@J,000; (vii) a final judgment involving, in tleggregate, liability of
the Company in excess of $500,000 that remainsidiipaa period of 45 days; or (viii) upon a bangiey event related to
the Company or Clarity

. The Company may not prepay any portion of the Lo

May 2008 Credit Line . On May 22, 2008, the Company entered a new fingregreement with Manchester and Alexander (thay'M
2008 Loan Agreement”) under which the Company wasiged a credit line in the aggregate principabamnt of $2,500,000. A portion of
this line was immediately drawn upon to repay thes@nding $500,000 short term loan from the lemdeder a receivables factoring
arrangement as well as accrued interest of $8,8368®loan. An additional $692,000 was drawn forkirgy capital. The indebtedness under
the May 2008 Loan Agreement was evidenced by d#%ecured Grid Notes. We issued a Grid Note th eabanchester and Alexander
in the maximum aggregate principal amount of $1,250.

The credit line expires on August 1, 2010. Borraysimccrue interest at a rate of 9.5%. All draw dowm this line would be subject to
the request of the Company and the approval ofetiders. Amounts drawn under this credit line ageament, including accrued interest, will
be due and payable upon termination of the crauit |

March 2008 Receivables Factoring AgreementOn March 20, 2008, we entered into an assign@mgmement with Grace
Investments, Ltd., an affiliate of Alexander, andm¢hester, which will allow us to assign, or factar receivables. If we request such a
transaction and the lenders agree, monies wildvargced to us based on our trade receivables asstgrithe lenders. Under the assignment
agreement, as the assigned accounts are collegctesl fapproximately 30 days from the date of inedieve will promptly pay the lenders the
amount of the collected account, plus intereshatrgplied annual rate of 10%. In connection with #ssignment agreement, the lenders
agreed to advance us $500,000. Funding occurrddiemch 20, 2008 and repayment (including interest$ wiade during April 2008 upon
collection of the assigned trade receivables.
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The assignment agreement also released the lietie @ssigned trade receivables under the Fifthnsiee and Restated Security
Agreement dated January 31, 2008 among the lerttier§ompany and our subsidiaries concurrently astsignment of the trade receivables
to the lenders.

2008 Convertible Debt to Finance Clarity Acquisitiom . As a condition to the merger with Clarity in Janu2008, the Company was
required (i) to obtain financing in an amount ecioe$1,500,000 to fund the initial operations af tombined entity after the merger and
transaction expenses of the Company incurred inection with the merger and (ii) to pay off the amboutstanding under Clarity’s line of
credit agreement (as described below). On Jany&9@B, the Company issued a new note to Alexaindiie aggregate principal amount of
$1,500,000. The note matures August 1, 2009, betnest of 7% per annum and is convertible, togrettith all accrued and unpaid interest
thereon, into shares of the Company’s common sibek initial conversion price of $0.20 per shaiee note contains substantially similar
terms and conditions as the notes previously issu#fie lenders. The note is secured on a firsrityibasis by all of the Company’s
intangible and tangible property and assets, inctuthe assets acquired from Clarity in the merBayment of the note is guaranteed by the
Company’s subsidiaries.

In connection with the financing described abokie, Company, the lenders, Spectral Solutions, Imd.I§inois Superconductor Canada
Corporation (the Company’s inactive subsidiaries) entered amadmendment to and Waiver and Consent, pursuamhich the lenders
waived, among other things, (i) the requirementauride Company'’s existing line of credit arrangetiieruse such cash proceeds received in
connection with the Clarity merger, the issuancthefconvertible shares, the issuance of the aotdthe transactions contemplated thereby
to prepay the outstanding notes issued to the terad (ii) the prohibition of the Company pursutanthe loan agreement to directly or
indirectly create, assume, guarantee, or otherdgseme or remain directly or indirectly liable wigspect to any indebtedness other than the
exceptions described therein, upon paying the atmmuistanding under Clarity’s line of credit at tlesing of the merger.

Before Alexander may exercise its right to contleet note into the conversion shares, the Comparegisired to be able to issue the
conversion shares pursuant to the Exchange ruleglaas to obtain the approval of (i) the Compastockholders to issue the shares
issuable upon conversion and (ii) the Exchangestdte conversion shares on the Exchange. The @aynig required to obtain these
approvals within one year of the issuance dataéehbte. In the event that these required appr@ralsot obtained by that time, then the
interest rate on the note will increase to a ratEs86 per annum. If the resale of the conversiarehis not registered under the applicable
registration rights agreement, as described bdbgwthe 15-month anniversary of the issuance datkeohote, if the SEC does not review the
registration statement, or the 17-month annivergahe SEC does conduct a review, then the theneatiinterest rate will increase by a rate
of 1% per annum each month thereafter until thezemsion shares are registered, up to the defaeltofahe lower of 20% per annum or the
highest amount permitted by law. In connection \itlancing, the Company entered into a registratights agreement with Alexander
pursuant to which the Company is required to fitegistration statement under the Securities Agedng the resale of the shares of the
conversion shares with the SEC within 30 days dfftetCompany has received the requisite approvétiégtockholders and the
Exchange. The registration rights agreement cositistomary covenants, including registration dekayments, in addition to certain intel
rate increases under the note, in certain circumstafor failing to maintain the effectiveness oégistration statement covering the resale of
the conversion shares.

2007 Convertible Debt that Replaced the 2002 Creditine . On June 26, 2007, the Company, Manchester andAtker entered into
an agreement to restructure the $11,700,000 oftdieel debt and accrued interest which was to meafwugust 2007. The Company issued
amended and restated notes in aggregate prineipalr, including accrued interest on the maturiotgs, of approximately $10,200,000 to
replace all of the maturing credit line notes amdeflect certain amendments to the line of cradiangement, including: (i) the extension of
the termination dates and maturity dates for a@lrttaturing notes that were set to mature AugugdQ7 to a new maturity date of August 1,
2009; (i) the reduction of the interest rate onheaf the maturing notes from 9% to 7% per anndiijpfovision for the conversion of the
aggregate principal amount outstanding on eacheofrtaturing notes at the election of the lendegether with all accrued and unpaid
interest thereon into shares of our common stogkyalue $0.001 per share, at an initial converpiace of $0.20 per share. In addition, each
of the lenders immediately converted $750,000 inggpal amount and accrued interest outstandingutite notes each lender held prior to
the conversion into shares of common stock at aersion price of $0.18, the 10 day volume weigleeerage closing price of our common
stock on the Exchange as of June 21, 2007. Assuthégemainder of the notes are not converted matlrity, the Company would be
required to issue approximately 58,500,000 sharesramon stock upon conversion, for both princigadl interest.
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Outstanding Indebtedness The following amounts are outstanding as of Naven8, 2008 with respect to the Company’s financing
transactions described above:

. August 2008 Loan Agreeme— $2,000,000, plus accrued interest of approximat2l,®00;

. May 2008 Credit Line— $1,950,000, plus accrued interest of approximatély,$00;

. January 2008 Note to Alexanc— $1,500,000, plus accrued interest of approximat6tly,$00;
. June 2007 Note— $10,200,000, plus accrued interest of approxim&k&|$25,000; an

. June 2006 Note— $5,000,000, plus accrued interest of approximaté§8$000.

Transactions with Directors and Officers

Merger with Clarity . On November 13, 2007, an Agreement and Plan ofétgthe “Merger Agreement”) was entered into hy a
among the Company, ISCO lllinois, Inc. (the “Mer@arbsidiary”), a wholly-owned subsidiary of the Quamy, Clarity and James Fuentes,
for himself and as the representative of certaari§l rightsholders. Pursuant to the Merger Agreetmine Company obtained all of the
outstanding stock of Clarity through a merger irchithe Merger Subsidiary merged with and into Bjawith Clarity being the surviving
corporation and a wholly-owned subsidiary of ther(any. We issued shares of our common stock asdesagon for the merger. Mr.
Fuentes was the sole stockholder, and Presidenthied Executive Officer of Clarity. Mr. Fuentes sva member of the Company’s Board
from November 2003 until May 2008 and served asr@ten of the Board from January 2006 until June7200

Pursuant to the Merger Agreement, the Company ddeessue up to an aggregate of 40,000,000 slk&iesscommon stock in
exchange for all of Clarity’s stock, which was helatirely by Mr. Fuentes, and satisfaction of rgghihder certain Clarity incentive and
compensation plans.

Mr. Fuentes was allocated approximately 65% o#ih@®00,000 shares of common stock issuable in atiomewith the merger. Of the
total number of shares that the Company may peaignissue in the merger, 20,000,000 shares werees at the closing of the merger,
2,500,000 shares will be issuable on each of thedind second anniversaries of closing (the “TBased Shares”) (subject to any
indemnification claims pursuant to the Merger Agneat), and 3,750,000 shares (the “Clarity PerformeaBased Shares®ill be issuable ol
each of the first dates on which the Company’stgquarket capitalization first equals or exceed23000,000, $175,000,000, $225,000,000
and $275,000,000 within the three-year period afiesing of the merger for at least 40 of the 4bsautive trading days the Company’s
market capitalization equals such thresholds. Maetenumber of shares issuable to Mr. Fuentestandther Clarity employees will depend
on, among other things, whether any of the TimeeBa3hares are used to satisfy indemnification damwhether one or more employees
forfeit their shares because their employment withCompany following the closing of the mergeteisninated after the closing of the
merger. Mr. Fuentes was released from his obligatiayuaranty up to $1,500,000 drawn under Clariliyle of credit arrangement. In
addition, the Company reimbursed certain profesgitees and expenses of Clarity relating to thegmeup to an aggregate of $375,000.
Assuming that Mr. Fuentes is later issued all efshares he is eligible to receive in connectidh tie merger, including all of the Clarity
Performance-Based Shares, Mr. Fuentes would béaifiown up to approximately 11% of the Compangtgstanding common stock.

Employment and Registration Rights Agreement with &mes Fuentes In connection with the Clarity merger, the Compantered
into an employment agreement with Mr. Fuentes, Wwisaescribed above under the section titled “Exyplent Agreements!h addition, the
Company filed a registration statement on Formv@t3 the SEC, which was declared effective Febrdaky2008, pursuant to a registration
rights agreement with Mr. Fuentes and certain Glainployees covering the resale of the sharesrdmjived in connection with the merger.

Employment Agreement with Gordon Reichard. On March 10, 2008, the Company entered into gol@ment agreement with
Mr. Reichard, which is described above under tlotiae titled “Employment Agreements.” Mr. Reichaerves as the Company’s Chief
Executive Officer.
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Employment Agreement with Amr Abdelmonem. On February 19, 2008, the Company entered inenguloyment agreement with
Dr. Abdelmonem, which is described above undestwtion titled “Employment Agreements.” Dr. Abdelneon serves as the Company’s
Chief Operating Officer and Chief Technology Office

Letter Agreement with Gary Berger . On May 28, 2008, the Company entered into an eynpént agreement with Mr. Berger, which
is described above under the section titled “Empleyt Agreements.” Mr. Berger serves as the CompgaBkilef Financial Officer.
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THE FOLLOWING REPORT OF THE AUDIT COMMITTEE WILL NO BE DEEMED INCORPORATED BY REFERENCE BY
ANY GENERAL STATEMENT INCORPORATING BY REFERENCE TB PROXY STATEMENT INTO ANY FILING UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR UNDER THE GERITIES EXCHANGE ACT OF 1934, AS AMENDED, EXCEPTOT
THE EXTENT THAT THE COMPANY SPECIFICALLY INCORPORAES THISINFORMATION BY REFERENCE. THE FOLLOWINC(
REPORT SHALL NOT OTHERWISE BE DEEMED FILED UNDER &8 ACTS.

REPORT OF THE AUDIT COMMITTEE

The primary role of the Audit Committee is to asti® Board in its oversight of the Company’s fic@hreporting process. The Audit
Committee operates pursuant to a charter, a copshizh is attached to the 2007 Proxy Statementddapeil 27, 2007, as Appendix A.
Management of the Company is responsible for tepgmation, presentation and integrity of the Cong{safinancial statements, the
Company'’s accounting and financial reporting ppies and internal controls and procedures desigmadsure compliance with accounting
standards and applicable laws and regulationsiridependent auditors, Grant Thornton LLP, are resiite for auditing the Company’s
financial statements and expressing an opinion #sir conformity with generally accepted accongprinciples in the United States.

In the performance of its oversight function, then@nittee has reviewed and discussed the auditagbhfinancial statements and the
quarterly financial statements with managementinicidependent auditors. The Committee has alstudsed with the independent auditors
the matters required to be discussed by StatenmeAtiditing Standards No. 6 Communication with Audit Committees, as currently in effec
Finally, the Committee has received the writtertldisures and the letter from the independent argditsguired by Independence Standards
Board Standard No. 1ndependence Discussions with Audit Committees, as currently in effect, and has discussed wighatinditors the
auditors’ independence.

Based upon the review of the reports and discusslescribed in this report, the Committee recomradnd the Board that the audited
financial statements be included in the Companyiaual Report on Form 10-K, for the year ended Ddxm31, 2007, as filed with the
Securities and Exchange Commission.

Members of the Audit Committee

Dr. George Calhoun (Chairman)
Torbjorn Folkebrant
John Owings
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PROPOSAL 2
RATIFICATION OF APPOINTMENT OF AUDITORS

The Board, upon the recommendation of the Audit @dittee, has appointed Grant Thornton LLP (“Granoifiton”), independent
certified public accountants, as auditors of thenfany’s financial statements for the fiscal yeatieg December 31, 2008. Grant Thornton
has acted as auditors for the Company since Deae20iog®.

Vote Required

The affirmative vote of a majority of the sharecommon stock present in person or representeddxy @t the Annual Meeting and
entitled to vote on the matter is required to yatiife appointment of Grant Thornton as auditothefCompany’s financial statements for the
fiscal year ending December 31, 2008.

The Board has determined to afford stockholdersgportunity to express their opinions on the mratfeauditors, and, accordingly, is
submitting to the stockholders at the Annual Megtiproposal to ratify the Board’s appointment adi@ Thornton. If a majority of the
shares voted at the Annual Meeting, in person gorbyy, are not voted in favor of the ratificatiohthe appointment of Grant Thornton, the
Board will interpret this as an instruction to setker auditors.

Grant Thornton has examined the financial statesneihthe Company for the fiscal year ended Decer8be007. The Company
expects representatives of Grant Thornton to beepiteat the Annual Meeting and to be availablespond to appropriate questions from
stockholders. The representatives of Grant Thomiiirhave the opportunity to make a statemenhatrheeting if they desire to do so.

Accountant Fees and Services

During the fiscal years ended December 31, 20072806, fees in connection with services rendere@itant Thornton LLP are as set
forth below:

Fee Category Fiscal 2007  Fiscal 200¢
Audit Fees $220,78° $189,39¢
Audit-Related Fee 81,93 7,04(
Tax Fees 37,87¢ 39,42:
All Other Fees — —

TOTAL $340,59¢ $235,85¢

Audit Fees. Audit fees consisted of fees for the audit of @@mpany’s annual financial statements and revieguarterly financial
statements, as well as services normally providembhnection with statutory and regulatory filingsengagements, consents and assistance
with, and review of the Company’s documents fildthwhe SEC.

Audit -Related Fees Audit-related fees during 2007 consisted prinyaoil costs associated with auditing Clarity’s boagksonnection
with the acquisition of Clarity.

Tax Fees. Tax fees consisted primarily of fees for tax ctiamze, tax advice and tax planning services.

All Other Fees. The Company made no other payments to Grant Tt P during 2007.

Policy for Pre-Approval of Audit and Non-Audit Services

The Audit Committee’s policy is to pre-approvealidit services and all non-audit services thattbmpany’s independent auditor is
permitted to perform for the Company under appliedéderal securities regulations. As permittedh®/applicable regulations, the
Committee’s policy utilizes a combination of spacifre-approval on a case-by-case basis of indalidngagements of the independent
auditor and pre-approval of certain engagements gpedetermined dollar thresholds that are revitarnually by the Audit Committee.
Specific pre-approval is mandatory for the anniraricial statement audit engagement, among otamisit
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All engagements of the independent auditor to perfany audit services and non-audit services haea Ipre-approved by the Audit
Committee in accordance with the pre-approval polite policy has not been waived in any instance.

The Audit Committee may delegate pre-approval aitthto the Chairman of the Audit Committee. Thea@man of the Audit
Committee must report any decisions to the Auditn@uttee at the next scheduled meeting.

The Board recommends that the stockholders vote “FR” the ratification of Grant Thornton LLP as the Co mpany’s auditors.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Unless otherwise noted, the following table setthfaas of November 12, 2008, the beneficial owmiersef our common stock by
(i) each person that is a beneficial owner of 5%mofe of our outstanding shares of common stopkedich of our executive officers,
(iiif) each of our directors, and (iv) all of ourenutive officers and directors as a group.

Beneficial ownership is determined in accordandd ttie rules of the SEC. Except as described beloegmputing the number of
shares beneficially owned by a person and the pexge ownership of that person, shares of comnuwk stubject to options, warrants or
convertible notes held by that person that areeclly exercisable or exercisable within 60 dayBlofember 12, 2008 are deemed
outstanding, but are not deemed outstanding forpeimg the percentage ownership of any other perBoese rules generally attribute
beneficial ownership of securities to persons whsspss sole or shared voting power or investmeméipwith respect to such securities.
Except as otherwise indicated, all of the sharfleated in the table are shares of common stockadinzkrsons listed below have sole voting
and investment power with respect to the sharesflmiglly owned by them, subject to applicable commity property laws. Percentage of
beneficial ownership is based on 228,471,174 shafresmmon stock outstanding. Unless otherwisecatgid in the footnotes below, the
address for each beneficial owner is c/o ISCO hagonal, Inc., 1001 Cambridge Drive, Elk Grovel&je, IL 60007.

Number of Shares
of Common Stock

Name Beneficially Owned(1 Percent of Clas
5% Stockholders

Alexander Finance L.F 96,835,81 (2)(3 34.9%
Elliott Associates L.P 61,799,991 (2)(4 22.8%
Elliott International L.P 19,904,15 (5) 8.71%
James J. Fuent 12,498,56 (6) 5.47%
Directors and Named Executive Officers

Gordon Reichard, J 1,815,500 (7) *
Amr Abdelmonen 2,284,49' (8) 1.0(%
George Calhou 1,117,54; (9) *
Torbjorn Folkebran 39,167 (10) *
Stephen McCarth 20,000 (11) *
John Owings 62,29: (12) *
Ralph Pini 304,58: (13) *
Gary Bergel 250,000 (14) *
All Directors and Officers as a Grol 5,893,58: (15) 2.54%

* Less than 1%

(1) Includes shares of restricted common stocklisdosed in the relevant footnotes below, gramteder our 2003 Equity Incentive
Plan. Under the 2003 Equity Incentive Plan, holadrshares of unvested restricted stock have tje to vote such shares and to
receive dividends thereon, but have no investmedisposition power with respect to such shares ti restrictions lapst
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(2)
(3)

(4)

(5)

(6)
(7)
(8)

With respect to footnotes 3 and 4 below, interesthe outstanding convertible notes is calculatedfdNovember 3, 200!

Includes (i) 37,064,846 shares of common stock8(#97,345 shares of common stock issuable uppodhversion of the
Company’s 5% Senior Secured Convertible Notes doe 22, 2010 (principal plus interest), convertiblthin 60 days of
November 12, 2008, (iii) 34,712,337 shares of comistock issuable upon the conversion of the Con’s 7% Senior Secured
Convertible Notes due August 1, 2009 (principabkghterest), convertible within 60 days of Novembg2y 2008 and

(iv) 5,561,287 shares of common stock issuable uperonversion of the Company’s'92% Secured Convertible Notes due
August 1, 2010 (principal plus interest), convdetivithin 60 days of November 12, 2008. AlexandaRce L.P. shares voting
and dispositive power over the listed shares ofraomstock with Bun Partners, Inc. and Spurgeon @aitfon, general partners
of Alexander Finance L.P., and Bradford T. Whitmdhe President and owner of Bun Partners, Inc. émalso includes
11,000,000 shares of the Company’s common stockthelGrace Brothers, Ltd., which Bun Partners,,I8purgeon Corporation
and Bradford T. Whitmore also indirectly benefijadwn. This disclosure is based on the informapoovided in the Schedule
13D/A filed by Alexander Finance L.P. with the SB August 26, 2008, information provided to the @amy by Alexander
Finance, L.P. and information compiled by the Conypd he address for Alexander Finance, L.P. is 15B86rman Avenue
Evanston, IL 60201.

Elliott Associates, L.P. (together with its wholbyvned subsidiaries, referred to as “Elliott”) ditgeowns 500,000 shares of the
Company’s common stock and indirectly beneficiallyns through its wholly-owned subsidiary, The Leol Limited
Partnership, 9,242,168 shares of the Commaogmmon stock. Elliott Associates, L.P. also iedily beneficially owns through i
wholly-owned subsidiary, Manchester Securities Cdip9,781,667 shares of common stock, (ii) 8,883 shares of common
stock issuable upon the conversion of the CompafsSenior Secured Convertible Notes due June®®) grincipal plus
interest), convertible within 60 days of Novembg&r 2008, (iii) 29,229,188 shares of common stoskable upon the conversion
of the Company’s 7% Senior Secured Convertible sldtee August 1, 2009 (principal plus interest) vastible within 60 days of
November 12, 2008, and (iv) 4,549,550 shares ofnsomstock issuable upon conversion of the Com’s 9 /2% Secured
Convertible Notes due August 1, 2010 (principabkghterest), convertible within 60 days of Novembg2y 2008. Paul E. Singer,
Elliott Capital Advisor, L.P., a Delaware limiteéupnership which is controlled by Mr. Singer, arltiof Special GP, LLC, a
Delaware limited liability company which is contied by Mr. Singer, are the general partners obElhssociates, L.P. This
disclosure is based on the information providethenxSchedule 13D/A filed by Elliott with the SEC Angust 27, 2008,
information provided to the Company by Elliott anfbrmation compiled by the Company. The addres&ftiott Associates L.P.
is c/o Elliott International Capital Advisors, In@.12 Fifth Avenue New York, New York 10019.

Elliott International, L.P. is a whollgwned subsidiary of Elliott Associates, L.P. Ellibtternational, L.P. shares investment pc
over the listed shares of common stock with Ellioternational Capital Advisors Inc., its investrhamanager. Together, Elliott
International, L.P. and Elliott International Cagbifdvisors Inc. beneficially own an aggregate 8f4D4,159 shares of the
Company’s common stock. This disclosure is basethemnformation provided in the Schedule 13D/&dilby Elliott with the
SEC on August 27, 2008, information provided to@wmpany by Elliott and information provided todacompiled by, the
Company. The address for Elliott International Lis?712 Fifth Avenue New York, New York 1001

Includes 160,000 shares of common stock unoherlyptions exercisable within 60 days of Novemb2r2008. This disclosure is
based on information provided to the Company by RMientes on November 9, 2008 and information cardgily the Compan'

Includes (i) 315,500 shares of common stocH, @h 1,500,000 shares of restricted common strelted under the 2003 Equity
Incentive Plan

Includes (i) 1,122,000 shares of common st@igk900,000 shares of restricted common stock @ninder the 2003 Equity
Incentive Plan, and (iii) 262,499 shares of commsimtk underlying options exercisable within 60 daf/slovember 12, 2008.
With respect to items (i) and (ii) immediately albo®r. Abdelmonem holds the shares jointly withdpsuse, Ms. Dina Rashe
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(9) Includes (i) 185,459 shares of common stoék1(i,250 shares of restricted common stock grantetér the 2003 Equity
Incentive Plan, and (iii) 920,833 shares of commsimtk underlying options exercisable within 60 dafyBlovember 12, 200t

(10) Includes (i) 29,167 shares of common stocH, (@h 10,000 shares of restricted common stockgme under the 2003 Equity
Incentive Plan

(11) Includes (i) 11,875 shares of common stocH, (@h8,125 shares of restricted common stock tgrdminder the 2003 Equity
Incentive Plan

(12) Includes (i) 51,042 shares of common stocH, (@h11,250 shares of restricted common stockgmé under the 2003 Equity
Incentive Plan

(13) Includes (i) 180,209 shares of common stagkl4,375 shares of restricted common stock gchoteder the 2003 Equity
Incentive Plan, and (iii) 110,000 shares of commstmtk underlying options exercisable within 60 dafyBlovember 12, 200t

(14) Includes 250,000 shares of restricted common s

(15) Includes a total of (i) 1,895,252 shares ahomwn stock, (ii) 2,705,000 shares of restricted mmm stock granted under the 2003
Equity Incentive Plan, and (iii) 1,293,332 sharesammon stock underlying options exercisable witB0 days of November 12,
2008.

MISCELLANEOUS AND OTHER MATTERS
Solicitation

The cost of this proxy solicitation will be borng the Company. The regular employees of the Compaany solicit proxies in person
by telephone or facsimile. The Company may reqoasks, brokers, fiduciaries, custodians, nomineescartain other record holders to si
proxies, proxy statements and other materialsd grincipals at the Company’s expense. Such hak&ers, fiduciaries, custodians,
nominees and other record holders will be reimiiisethe Company for their reasonable out-of-poelkgienses of solicitation.

Stockholder Proposals for 2009 Annual Meeting

The Company expects to hold its 2009 Annual Meatihn§tockholders in September 2009. If you wiskubmit a proposal for
inclusion in the Company’s proxy materials to betrdbuted in connection with the 2009 Annual Megtarf Stockholders, your written
proposal must comply with the rules of the SEC lamdeceived by us no later than May 15, 2009. Thpgsal should be sent to the
Corporate Secretary, ISCO International, Inc., 1Gainbridge Drive, EIk Grove Village, IL 60007.

If you intend to present a proposal at the 2009uahiMeeting of Stockholders that is not to be ideld in the Company’s proxy
materials, you must comply with the various requieats established in the Company’s By-Laws. Amahgiothings, the By-Laws require
that a stockholder submit a written notice to tlegorate Secretary of the Company at the addretbeipreceding paragraph ten days after
the Company’s public disclosure of the date foraB89 Annual Meeting of Stockholders.

Other Business

The Board is not aware of any other matters torbegnted at the Annual Meeting other than thoseiored in the Company’s Notice
of Annual Meeting of Stockholders enclosed herewfthny other matters are properly brought betbeeAnnual Meeting, however, the
Company intends that the persons named in the paikyote as the Board directs, except to the eitbeir discretion may be limited under
Rule 14a-4(c) of the Exchange Act.
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Annual Report on Form 10-K

The Annual Report on Form 10-K, and a listing & @ompany’s directors and officers, which accomphis/Proxy Statement, are not
considered a part of the proxy solicitation matefihe Company will furnish to any stockholder, lgtit charge, a copy of our Annual Report
on Form 10K for the year ended December 31, 2007, as filed thie SEC. A request for the report can be madeallg or in writing to Gar
Berger, Corporate Secretary, at 1001 CambridgeeDEik Grove Village, IL 60007, telephone (847) 3B100. The Annual Report on Form
10-K and other public filings are also availableotigh the SEC’s website at www.sec.gov and on tragany’s website at
www.iscointl.com, under the “Investor Relations EGSFilings” captions.

Delivery of Documents to Stockholders Sharing an Adress

The Company will deliver only one Annual Reportform 10-K, along with a listing of the Company’sicérs and directors, and
Proxy Statement to stockholders who share a sadfieess unless we have received contrary instngfrom any stockholder at the address.
In that case, we will deliver promptly a separaipycof the Annual Report on Form 10-K, with theilig of our officers and directors, and/or
Proxy Statement. For future deliveries, stockhadeno share a single address can request a sepapgtef the Company’s annual report
and/or proxy statement. Similarly, if multiple cepiof the annual report and proxy statement argluglivered to a single address,
stockholders can request a single copy of the dmapart and proxy statement for future deliveries.make a request, please contact Gary
Berger, Corporate Secretary, at 1001 CambridgeeDEik Grove Village, IL 60007, telephone (847) 3B100.

By Order of the Board of Directors
/sl Gary Berger
Corporate Secretary

Elk Grove Village, lllinois
November 21, 200
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A STOCKHOLDER WISHING TO VOTE IN ACCORDANCE WITH TH E RECOMMENDATIONS OF THE BOARD OF DIRECTORS NEED ONLY SIGN AND DATE THIS

PROXY AND RETURN IT IN THE ENCLOSED ENVELOPE.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR” THE
LISTED NOMINEES.

FOR WITHHOLD *EXCEPTIONS

A. Election of Directors

01-Dr. Amr Abdelmonem O O O

02-Dr. George Calhoun

03-Mr. Torbjorn Folkebrant

04-Mr. Stephen McCarthy

05-Mr. John Owings

06-Mr. Ralph Pini

07-Mr. Gordon Reichard, Jr.
(INSTRUCTIONS: To withhold authority to vote for an

nominee, mark the “Exceptions” box above and write
name in the space provided below.)

ALL FOR ALL

y individual
that nominee’ s

* Exceptions

—

L

Authorized Signatures — Sign Here — This section mu

Signature Signature

Please mark
your votes as
indicated in

this example

X

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE
“FOR” THE FOLLOWING:
FOR AGAINST ABSTAIN

B. Ratification of Auditors

RATIFICATION OF THE SELECTION OF O O O
GRANT THORNTON LLP AS

INDEPENDENT AUDITORS OF ISCO FOR

THE FISCAL YEAR ENDED DECEMBER

31, 2008.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED IN THE
MANNER DIRECTED HEREIN BY THE UNDERSIGNED STOCKHOLD ER.
IF NO DIRECTION IS MADE, THIS PROXY WILL BE VOTED FOR ALL
PROPOSALS OR OTHERWISE IN ACCORDANCE WITH THE
RECOMMENDATION OF THE BOARD OF DIRECTORS.

The undersigned acknowledges receipt of the Notice
and the Proxy Statement attached thereto.

of Annual Meeting

Mark Here for Address
Change or Comments O
SEE REVERSE

Will Attend Meeting O YES

st be completed for your instructions to be execute d.

Date

NOTE: Please sign as name appears hereon. Joint own
full title as such.

ers should each sign. When signing as attorney, exe

cutor, administrator, trustee or guardian, please g ive

= FOLD AND DETACH HERE =

ISCO INTERNATIONAL, INC.




ANNUAL MEETING PROXY CARD
ISCO INTERNATIONAL, INC.
This Proxy is Solicited on Behalf of the Board of D irectors
For the Annual Meeting of Stockholders to be held D  ecember 12, 2008
The undersigned stockholder of ISCO International, Inc. (“ISCO”) hereby appoints Gordon Reichard, Jr. and Gary Berger

proxies, with full authority, which may be exercised by either one or both of them, with power of substitution, to vote all shares of
the Common Stock of ISCO which the undersigned is entitled to vote at the Annual Meeting of Stockholders of ISCO to be held at
the Holiday Inn — Elk Grove Hotel & Conference Center, 1000 Busse Road, Elk Grove Village, IL 60007, at 10:00 a.m. (local time)
on December 12, 2008 (the “Annual Meeting”), and at any adjournment or postponement thereof as follows:

A. asdirected herein with respect to each of the prop  osals identified on the reverse side hereof; and
B. in their discretion with respect to any other busin ess that may properly come before the Annual Meetin  g.
By delivery of this proxy, the undersigned stockholder hereby revokes all proxies previously given by the undersigned with
respect to the shares of Common Stock covered hereby.
PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOS ED RETURN ENVELOPE.

YOUR VOTE IS IMPORTANT
(Continued and to be signed on reverse side.)

BNY MELLON SHAREOWNER SERVICES

Address Change/Comments P.0. BOX 3550
(Mark the corresponding box on the reverse side) SOUTH HACKENSACK, NJ 07606-9250

= FOLD AND DETACH HERE =



