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1001 Cambridge Drive
Elk Grove Village, lllinois 60007

April 27, 2007
Dear Stockholder:
On behalf of the board of directors, | cordiallyite you to attend the 2006 Annual Meeting of Stawlklers of ISCO International, In
to be held on Friday, June 8, 2007, beginning ad@.m., local time, at the Marriott Suites Chiwa@'Hare, 6155 North River Roe
Rosemont, IL 60018.

The matters that we expect will be acted uponantketing are described in the attached Proxyr8eateand include:

(1) To elect six (6) directors to the Company’s bodrdiectors for a term of one (1) year and untd successor is duly elected and
qualified;

(2) To ratify the appointment by the board of directoi&rant Thornton LLP as the independent audibddthe Company’s financial
statements for the fiscal year ending Decembe2@Q7; and

(3) To transact such other business as may properly ¢cmfore the meeting or any adjournment or postpent thereof.
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 representedhvener not you are able to be present at the Aneating. Please sign and date
enclosed proxy card and promptly return it to uthmenclosed postage paid envelope.

Your vote is very important, regardless of the anmaf stock that you own.

We believe your support for the proposals describetthe Proxy Statement &ssential for us to continue with our businesstesie
Please return your proxy card as soon as possible.

Sincerely,

By: /s/ John Thode

John Thode
Chief Executive Officer



NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON JUNE 8, 2007

To the Stockholders of
ISCO International, Inc.

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of ISCCeinttional, Inc. (the “Company”g Delawar
corporation, will be held on Friday, June 8, 20@gibning at 10:00 a.m., local time, at the Marritites Chicago ®lare, 6155 North Riwvi
Road, Rosemont, IL 60018 for the following purposes

(1) To elect six (6) directors to the Company’s bodrdiectors for a term of one (1) year and untd Buccessor is duly elected and
qualified;

(2) To ratify the appointment by the board of directoi&rant Thornton LLP as the independent audiddthe Company’s financial
statements for the fiscal year ending Decembe2@Q7; and

(3) To transact such other business as may properlg dmfore the meeting or any adjournment or postpené thereof.

The board of directors has fixed the close of tessron April 16, 2007 as the record date for deteng stockholders entitled to not
of, and to vote at, the Annual Meeting. Only stauklers of record of the Company as of the closéusfiness on April 16, 2007 will
entitled to vote at the Annual Meeting. The Compuaiily maintain a complete list of its stockholdemstitled to vote at the Annual Meeting
its headquarters located at 1001 Cambridge DrilleGFove Village, IL for ten days prior to the daiéthe Annual Meeting. If the Compe
has to adjourn the Annual Meeting, then it willgaction on the items described above on the datdich the Annual Meeting is adjourned.

By: /s/ Order of the Board,

Frank Cesario
Corporate Secretary

Elk Grove Village, IL
April 27, 200 7



1001 CAMBRIDGE DRIVE
ELK GROVE VILLAGE, ILLINOIS 60007

PROXY STATEMENT

The accompanying proxy is solicited on behalf of thoard of directors (the “Board®f ISCO International, Inc., a Delaw:
corporation (the “Company”), for use at the Annliieting of Stockholders (the “Annual Meetind®) be held at 10:00 a.m., local time,
June 8, 2007 at the Marriott Suites Chicagdi@e, 6155 North River Road, Rosemont, IL 6001& any adjournment or postponen
thereof. This Proxy Statement and accompanyingypao first being mailed to stockholders on or abquril 28, 2007.

Record Date and Outstanding Sharbe Board has fixed the close of business on Ail2007 as the record date (the “Record Date”
for the determination of stockholders entitled @dice of, and to vote at, the Annual Meeting or adjournment or postponement thereof
of the Record Date, the Company had outstanding6D9(000 shares of common stock, par value $0.@01spare, including attact
preferred stock purchase rights (the “common stpck”

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

Voting of ProxiesMr. John Thode and Mr. Frank Cesario, the pers@meu as proxies on the proxy card accompanyingRiogy
Statement, were selected by the Board of the Coynfmaserve in such capacity. Mr. Thode and Mr. @esare officers of the Company ¢
Mr. Thode is also a member of the board of directeach executed and returned proxy will be voted in ecordance with the direction:
indicated thereon, or if no direction is indicated,such proxy will be voted in accordance with the reommendations of the Boan
contained in this Proxy Statement.

Each stockholder giving a proxy has the power woke it at any time before the shares it represemwoted. Revocation of a prox
effective upon receipt by the Secretary of the Canypof either (i) an instrument revoking the praxy(ii) a duly executed proxy bearin
later date. Additionally, a stockholder may changeevoke a previously executed proxy by votingémson at the Annual Meeting.

Required VoteThe affirmative vote of a plurality of the shardscommon stock voted in person or by proxy is reegito elect
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 is ireguto approve the ratification of the appointmehGrant Thornton LLP as the Compasy’
independent auditors.

Quorum; Abstentions and Broker N&fotesA majority of the shares of common stock issued autdtanding as of the Record Dal
required to transact business at the Annual MeeYiotes cast by proxy or in person at the Annuaktitey will be tabulated by the inspec
of election appointed for the Annual Meeting.

Abstentions and broker non-votes will be includediétermining the presence of a quorum. Abstentmusbroker nowvotes will havi
no effect on the election of directors. In the caé¢he appointment of the independent auditorsteattions will have the effect of vo
against the proposal, but broker non-votes willchag effect on the outcome.

Stockholder ListA list of stockholders entitled to vote at the AahiMeeting, arranged in alphabetical order, showirgaddress al
number of shares registered in the name of eackisttder, will be open to the examination of anyckholder for any purpose german:
the Annual Meeting during ordinary business howrsimencing May 25 2007 and continuing through the date of the Anfiaéting at th
principal offices of the Company, 1001 Cambridgé/BrElk Grove Village, Illinois 60007.



Who Can Help Answer Your Questions?

If you have questions about the Annual Meeting auld like additional copies of this Proxy Statemeytu should contact o
Corporate Secretary, Frank Cesario, 1001 Cambiidiye, Elk Grove Village, lllinois 60007, telepho(@47) 391-9400.

Annual Report

The Companys Annual Report to Stockholders for the year eridedember 31, 2006, as filed on Form 10K, accomgathiis Prox
Statement.

A Warning About Forward-Looking Statements

The Company makes forward-looking statements iis thbcument. These forwaldeking statements are subject to risks
uncertainties, including those that are enumeratettr the heading “Risk Factors” in the Companihnual Report to Stockholders on Fi
10-K for the year ended December 31, 2006 andarCthmpanys other filings with the Securities and Exchangen@assion. Such risks a
uncertainties could cause actual results to diffaterially from those projected. Therefore, thear be no assurance that such statementi
prove to be correct. In some cases, you can igefaifvard-looking statements by terminology such*msy,” “will,” “should,” “plans,”
“believes,” “anticipates,” “expects,” “looks,” arthtends,” or the negative of such terms and similar termigplorou are cautioned not
place undue reliance on these forwhrdking statements, which speak only as of the Hateof. The Company undertakes no obligatic
release publicly the results of any revisions ®@sthforwardeoking statements that may be made to reflect tsvencircumstances after -
date hereof or to reflect the occurrence of argiteid events.



PROPOSAL 1
ELECTION OF DIRECTORS

The Board currently consists of seven directors @Bawers comment, below). At the Annual Meeting déiectors are to be elected
a term of one year expiring at the 2008 Annual eedf Stockholders. See “Nominees for Electionlole

ISCO International acknowledges and appreciatexdméributions of Tom Powers for his service asraator from 19962007. Mr
Powers reached the retirement age of 70 and, inrdaonce with the Company’s Governance Guidelingl, not stand for reelection
Consistent with this event, the Board has redutedumber from seven members to six members. Torexednly six positions are availa
for election.

If at the time of the Annual Meeting a nomineesble or declines to serve, a proxy hamed on theyprard accompanying this Prc
Statement will vote for such substitute nomine¢hasBoard recommends, or vote to allow the vacamegted thereby to remain open
filled by the board of directors, as the Board motends. The Board has no reason to believe thab@amynee will be unable or will decli
to serve as a director if elected.

Dr. Martin Singer joined the Board during Octob@08 and resigned from the Board during April 200@d & therefore not discuss
in this Proxy Statement except as it pertains stohical compensation of Board members.

Vote Requiredrhe affirmative vote of a plurality of the sharédscommon stock in person or by proxy is require@lect anominee fo
director.

Nominees for Election

The name of the nominees for the office of diredimgether with certain information concerning saominees, is set forth below:

Name Age Position with the Company Served as Director Since
John Thode 49 Director, Chief Executive Officer 2005
Amr Abdelmonem 41 Director, Chief Technology Officer 2002
James Fuentes 51 Chairman of the Board of Directors 2003
George Calhoun 54 Director 1999
Michael Fenger 40 Director 2004
Ralph Pini 54 Director 2004

Mr. Thode received his BSEE from the University Ihihois, his MSEE from lllinois Institute of Teclmogy, and his Master
Management/Master of Business Administration from Bellogg School of Management at Northwesternvidrsity. He joined Motorola |
1979, and for the next 25 years held numerousstitieoughout its wireless industry businessesudiop the Wireless Network Syste
Group and the CDMA Systems Group. He has broadreqpee in wireless network infrastructure and hatglsHe has led large prod
development and engineering teams. He has alsatiatgb substantial supplier and customer contrants structured numerous strats
relationships. Most recently he served as ViceiBleas & General Manager, 3G Consumer Products,oRatSCommunications Sector, wh
he created Motorola’s UMTS product lines. Beforattihe was Senior Director & General Manager, \@sglAccess Systems Division.



Dr. Abdelmonem joined the Company in January 198bwas promoted to Director of Engineering in Augl898, to Vice Preside
of Development Engineering in March 1999, to Chiechnology Officer in December 1999 and additionakrved as Chief Executi
Officer from June 2002 through January 2005. Drdélmonem joined the Board in July 2002. Beforeijuinthe Company, Dr. Abdelmont
was an engineer with Exxon Corporation in Egyptsaguently, he was affiliated with the UniversifyMaryland in a number of resea
and teaching positions where much of his reseavchised on sendenductor laser and advanced filter design. Dr.elimdnem earned t
B.S. and M.S. degrees in Electrical Engineeringnfrdin-Shams University in Cairo, Egypt, and his Ph.Drrfrihe University of Marylan:
Much of his research focused on samaiductor laser design, superconducting technotogl advanced filter design. Dr. Abdelmonem
Senior Member of the IEEE and has published nunsedmguments for industry conferences and tradenisir He holds five patents and
ten patent applications pending. Dr. Abdelmonend$iain M.B.A. from the University of Chicago.

Mr. Fuentes was elected to the Board in Novemb@&B2ihd has served as Chairman of the Board simeexda2006. He is Found
President and CEO of Clarity Communication Systelms, an Aurora, IL wireless software and systetagelopment company formed
1998. Previously, Mr. Fuentes served at Lucent feldygies (formerly AT&T Bell Labs) for ten years warious positions, most recently ¢
senior manager in software development. Prior iturjg Bell Labs, Mr. Fuentes served four years atthrop Defense Systems and six y
in Advanced Development Projects at Lockheed Aftd€@mpany. Mr. Fuentegngineering experiences involve design and devetoprx
electronic countemeasures and stability of flight controls systemrds. has six patents in the wireless telecommunicatieeld and als
received the Hispanic Engineer National Achievenfemard for Technical Achievement in Industry in BB@urrently Mr. Fuentes sits on
WESTEC Advisory Board. He received a B.S. degregrimg in Aeronautical Engineering with a secondjonan Computer Science frc
Embry-Riddle Aeronautical University. Mr. Fuentenges as Chairman of the Board and is a membdreoBbards Corporate Governar
and Compensation Committees.

Dr. Calhoun has served as a director since Novert®@® and served as the Chief Executive OfficethefCompany from Novemk
1999 to June 2002 and as Chairman of the Board fdmvember 2000 to September 2002. Dr. Calhoun ¢bithe Stevens Institute
Technology in July 2003 as ExecutiveResidence, where he teaches in the Undergraduageadr for Business & Technology, at the Hi
School of Technology Management. Dr. Calhoun ha&nts@5 years in the higiech segment of the wireless communications inguste
previously worked for InterDigital Communicatione@oration (NASDAQ: IDCC), where he was involved faelve years in the pioneeri
development of digital cellular technology. Subsatly, he was Vic&hairman of Geotek Communications, and was Chairofaar
engineering joint venture based in Israel, to dgyel spread spectrum frequerteypping radio system for fleet radio communicatidfis als
served as Chairman of both the Board and Audit Citteenfor Airnet Communications, a smart antennd aoftwaredefined radi
technology company. He is also a member of the @o&Clearstory Systems (NASDAQ: CSYS.OB), a conypiarthe business of electrol
content management and digital archiving software005, he joined the Board of PlayLogic Entemaémt, Inc. (NASDAQ: PLGC.OB),
company in the business of developing and publishideogames. Dr. Calhoun holds one patent (onl@gsesystem architectures), and
published several books on wireless communicatimetiding the best-sellinBigital Cellular Radio (Artech, 1988). His most recent boo
Third Generation Wireless Systems. Post-Shannon Signal Architectures (Artech, 2003). He has also been a Visiting Prafess the Leide
University School of Management in the Netherlari2is.Calhoun has a BA degree from the Universitennsylvania, and a Ph.D. from
Wharton School. Dr. Calhoun is the Chairman ofBbard’s Audit Committee.

Mr. Fenger was elected to the Board in 2004 an@dmporate Vice President of Customer Advocacy ah@éfCQuality Officer o
Motorola, Inc. In this capacity he has helped Molarin its effort to focus on the most promisingiatives and improve the return of thi
projects. Previously, he served twelve years ateGdrElectric with GE Capital and the Lighting Busss Group, where he most rece
served as general manager of global supply chagmatipns for GE Lighting. He holds one patent ardkegree in economics from Mia
University in Ohio. Mr. Fenger serves on the Boardludit and Corporate Governance Committees.

Mr. Pini was elected to the Board in 2004 and isently Associate Dean at the University of lllispChicago, and the former Set
Vice President and Chief Technology Officer, Pesd@@ommunications Sector, Motorola, Inc. He hanspeentyeight years in the glok
wireless industry. During this period he has beéth Wlotorola’s Personal Communications Group, where he mandgedlobal R&L
organization and, prior to retirement, was the d@the group responsible for innovation, technglptatforms, and advanced technoloc
He has broad experiences across GSM, CDMA, and UMIB&orms. He received his MBA from Lake Foresta@rate School !
Management, and both his MS in Electrical Engimgerand his BS in Electrical and Computer Scienoenfthe University of Illinois

Chicago. Mr. Pini serves as Chairman of the Baafbrporate Governance Committee and is also a ereofibthe Compensation Committ
-6-



Director Compensatiomhe following Director Compensation table setsHanformation concerning compensation for services
rendered by directors of the Company for fiscalr\2€6.

Change
in Pension
Value and
Nonqualified
Non-Equity Deferred
Fees Earned o Stock Incentive Plan Compensatior All Other
Paid in Cash Awards Option Awards Compensatior Earnings Compensatior Total

Name ®) ®) ®) ®) ®) ®) )
James Fuentes $ 33,600 18,900 None None None None 52,500
Dr. George Calhoun $ 26,400 13,500 None None None None 39,900
Michael Fenger $ 28,800 14,400 None None None None 43,200
Ralph Pini $ 30,000 16,200 None None None None 46,200
Thomas Powers $ 30,000 16,200 None None None None 46,200
Dr. Martin Singer $ 4,200 - None None None None 4,200

Stock award value is based on the price of the Gmyip stock on the date of grant, consistent with@ompanys accounting expen
for such grants under FAS 123(R). Directors areal gar service, capacity and committee involvemdrite Company does not pay
meetings, beyond reimbursement of reasonable egpener does the Company penalize directors flindaio attend a minimum number
percentage of meetings.

During 2006 the Company provided N&mployee Directors, in addition to certain cashrpagts as described below, a grar
25,000 restricted shares of the Comparmgommon stock, a grant of 12,500 restricted shairesmmon stock for service as the chairme
the Board of Directors or one of the Boardhree committees, and a grant of 7,500 restrisiedes of common stock for service on a B
committee. All such grants vest over one year guarterly basis on September 15, December 15, MEscind June 15 of the service y
This compensation is intended to vest as closelyrastical to the relevant service period, in tase from the June 2006 annual meetir
shareholders until the June 2007 annual meetisharfeholders.

During 2006 the Board also provided cash paymenidanEmployee Directors for their service to the Compdugder this prograr
non-employee directors received $1,800 per month forisg on the Board. In addition, the respective i@han of the Board and the th
committees (Audit, Compensation, and Governancef eaceived $400 per month for such service. Employee Directors who serve
these committees in roles other than chairman essghived $300 per month. This 2006 program wasjsndtended to be an annual prog
until such time as the program is changed.

The Company provided stock options as its primayyitg vehicle prior to 2006. The change in accaumtiules under FAS 123(
influenced this change, as options would be expeittebe valued relatively higher for financial pasgs as compared to grants of restr
stock than the expected perception differentiainfitbhe recipient. Providing grants of restrictedcktallowed the Company to enjoy a gre
compensation benefit from its equity compensati@gmam relative to the related noash financial charge and number of shares provia
the recipient.

All non-employee directors are reimbursed for theiasonable out-gfocket expenses incurred in attending Board and riitse

meetings.
-7-



MeetingsDuring the year ended December 31, 2006, the Bloaldi16 meetings. Except for Mr. Fenger, who edtdnded 69% of tt
Board meetings, each director attended at least Gb#te aggregate of the number of Board meetidgsirfg the period of his service a
director). The Audit Committee held 5 meetings dgr2006. Dr. Calhoun attended at least 75% of thetimgs while Mr. Powers attenc
60% and Mr. Fenger 40%. The Company does not hdeenaal policy regarding director attendance at danMeetings of Stockholde
However, the Company does ask directors to use basit efforts to be available for, and attend, Aneual Meeting of Stockholders. ,
directors except Mr. Fenger attended the 2006 Anvieating of Stockholders.

Independent Directorfhe Board has determined that Messrs. Fenger, EsigRini, and Powers, and Drs. Calhoun and Siagereac
“independent” pursuant to Section 121A of the Aroami Stock Exchange (“AMEX”) rules.

Committees of the Boar@lhe Board has established an Audit Committee, a gémsation Committee, and a Corporate Goverr
Committee each of which is comprised entirely ofd&pendent directorsds that term is defined under Securities and Exgdh&@ommissio
(“SEC”) and AMEX rules.

The Audit Committee, established in accordance ®ihtion 3(a)(58)(A) of the Exchange Act, consisiEthree directors during 20(
Dr. Calhoun (Chairman), Mr. Powers and Mr. Fendér. Powers will retire from the Committee on or tef June 8, 2007. All of the
directors are “independentis defined by the rules of the SEC and AMEX. Tharoof Directors has determined that Dr. Calhouar
“Audit Committee financial expert” as defined ingtdations of the Securities and Exchange Commissiudter the Sarban&3xley Act of
2002. The Audit Committee has responsibility foleseng the Companyg’ independent auditors, reviewing the plan and sajhe audi
approving any non-audit services provided by then@any’s independent auditors, reviewing the Compamaydit and control functior
oversight of the Company’insider trading policy and reporting to the fBtlard regarding all of the foregoing. The Audit Guittee held fivi
meetings in 2006. See “Report of the Audit Comraitten this Proxy Statement. A copy of the Audit Quittee’s charter is attached
Appendix A to this Proxy Statement.

The Compensation Committee consisted of Mr. Po@hgirman), Mr. Fuentes and Mr. Pini during 2006addition, Dr. Singer was
member of the Compensation Committee from Novergbé6 until March 2007. Mr. Powers will retire frafme Committee on or before Ju
8, 2007. The Compensation Committee has respoitgifdr recommending to the Board guidelines andndards relating to t
determination of executive compensation, revievilmgCompanys executive compensation policies and reportintpecfull Board regardir
the foregoing. The Compensation Committee alsoréggonsibility for administering the 2003 Plan,edatining the number of options &
shares of restricted stock to be granted to theg@myis executive officers and employees pursuant t@€®3 Plan and reporting to the
Board regarding the foregoing functions. The Conspéion Committee has responsibility for approvidigeaxecutive compensation, t
oversight authority over Management recommendationshe compensation of other employees, and mpistifically approve each awi
under the Compang’2003 Equity Incentive Plan, regardless of therdwevel or recipient. The CEO will from time tarté prepare analys
of Company and/or individual performance, includaofgNamed Executive Officers (NEOs) and may recomging specific course of actic
Ultimately the Compensation Committee, in conjumttivith the full Board for significant items asaitd the Board deem appropriate (suc
final approval of a new employment agreement whle CEO), has the authority to accept, change, jgctréahese analyses anc
recommendations. The Compensation Committee maginretnd terminate compensation consultants andfornays to assist in t
evaluation of director, CEO, executive officer,ather compensation, including the sole authoritgapprove related consultant/legal fees
other retention terms.

The Compensation Committee held 31 meetings in 28@®py of the Compensation Committeeharter is attached as Appendix
this Proxy Statement.

The Corporate Governance Committee was formed g@@®4 and consists of Mr. Pini (Chairman), Mr. genand Mr. Fuentes. T
Corporate Governance Committee acts as both thedBoaorporate governance committee and nominatingmditiee. The Corpora
Governance Committee reviews and makes recommendato the Board regarding Board organization, nesibip (including th
identification and recommendation of potential ddatks for election to the Board), function andeefiveness, and committee struct
membership, function and effectiveness. The Cotpofdovernance Committee evaluates the performahdbeoBoard as a whole, t

Committees and the individual directors. The CaspmiGovernance Committee held four meetings di20gs.
-8-



Director Nominations

The Corporate Governance Committee currently seagesur nominating committee. The Corporate GoveraaCommittee see
director candidates based upon a number of quaiiics, including their independence, knowledgdgiuent, character, leadership sk
education and experience. The Corporate Governgbemmittee particularly emphasizes significant eigere in the wirele:
telecommunications industry. The Corporate Goveraaddommittee operates through a charter whichtéla¢d to this Proxy Statemen
Appendix C.

As part of the process of selecting Board candgjatke Corporate Governance Committee reviews pigroariate skills ar
characteristics required of Board members. The @atp Governance Committee does not generally uptn thirdparty search firms
identify board candidates. Instead, it relies oooremendations from a wide variety of its businesstacts, including current execut
officers, directors and stockholders, as a souocepbtential Board candidates. The Corporate Garera Committee evaluates the at
criteria as well as the current composition of Board and the need for audit committee expertibe. Torporate Governance Committee
recommends to the Board for nomination the candglathich it believes best suit the needs of the g2zom. The Corporate Governa
Committee has recommended to the Board for nonoindlirs. Abdelmonem and Calhoun and Messrs. Felgentes, Pini, and Thode
serve as directors for 2007 and until their respecuccessors are duly elected and qualified.

In accordance with the provisions of our Bgws, a stockholder entitled to vote at such meetiray nominate candidates for elec
to the board of directors.

A stockholder who wishes to nominate a directordédete must timely deliver a notice to the Secketdrithe Company delivered to,
mailed and received by, the Secretary of the Comjpatthe principal executive offices of the Compaityl001 Cambridge Drive, Elk Grc
Village, IL 60007. To be timely, the notice must delivered not less than 60 days nor more thana® grior to the meeting; provids
however, that if the Company has not publicly diseld (in the manner provided in the Bgws) the date of the meeting at least 70 days
to the meeting date, the notice must be receiveédater than the close of business on the tenthfoligwing the day on which the Compe
publicly discloses the meeting date.

To be in proper written form, a stockholderiotice to the Secretary must set forth (a) a&satdh person whom the stockholder prop
to nominate for election as a director all inforimatrelating to the person that would be requiketi¢ disclosed in solicitations of proxies
election of directors, or is otherwise requirede@th case pursuant to Regulation 14A of the SessuiEixchange Act of 1934, as amended
“Exchange Act”), including such persanivritten consent to being named in the proxy staté as a nominee and to serving as direc
elected; and (b) as to the stockholder giving tbce (i) the name and record address of such ktddkr as they appear on the Company’
books and (ii) the number of shares of the Compamgh are beneficially owned by such stockholdgrclass and series.

Stockholders’hominees that comply with these procedures wileiex the same consideration at the Annual Meetin§tackholder
that other nominees receive.

Policy for Stockholder Communication with Directors

Stockholders may communicate with the membersebtiard of directors, either individually or coligely, by writing to the Board
1001 Cambridge Drive, Elk Grove Village, IL 6000hese communications will be reviewed by the offidethe Company Corporat
Secretary as agent for the non-management direictdailitating direct communication to the boafidirectors. The Secretagybffice will
treat communications containing complaints relatingaccounting, internal accounting controls, odiimg matters as reports under
Company’s Whistleblower Policy. Further the Seargtaoffice will disregard communications that arekbmiail, solicitations to purcha
products or services, not directly related eitloethe Company or to the non-employee directmygs as members of the board, sent othet
by stockholders in their capacities as such or fparticular authors or regarding particular sulgjettat the noemployee directors m.
specify from time to time, and all other communiicas which do not meet the applicable requirementsriteria described below, consist

with the instructions of the non-employee directors
-0-



General CommunicationShe Secretary’s office will summarize all stockt@miccommunications directly relating to the Company’
business operations, its Board, its officers, d$vdies or other matters and opportunities clpselated to the Company. This summary
copies of the actual stockholder communicationd thién be circulated to the Chairman of the Corfgi@overnance Committee ol
biweekly basis.

Stockholder Proposals and NominatioBsockholder proposals are reviewed by the Secratanffice for compliance with ti
requirements for such proposals set forth in them@anys Bylaws and in Rule 14a of the Securities Exchakgieof 1934 and as describec
this Proxy Statement. Stockholder proposals thatteese requirements will be summarized by theeSay’s office. Summaries and cog
of the stockholder proposals are circulated toGhairman of the Corporate Governance Committee.

Stockholder nominations for directors are reviewgdhe Secretarg office for compliance with the requirements focls nomination
that are set forth in the CompasyBylaws and as described in this Proxy Staten®totkholder nominations that meet these requiresress
summarized by the Secretagyoffice. Summaries and copies of the nominatioascaculated to the Chairman of the Corporate Guaect
Committee.

Retention of Shareholder Communicati@xsy stockholder communications which are not ciated to the Chairman of the Corpo
Governance Committee because they do not meetpihleeable requirements or criteria described abwilebe retained by the Secretasy’
office for at least ninety calendar days from tlaéedon which they are received, so that these coniwations may be reviewed by the non-
employee directors to whom they were addresseddlaoy of the non-employee directors elect to do so

Distribution of Shareholder CommunicatioBgcept as otherwise required by law or upon theestjof a noremployee director, tt
Chairman of the Corporate Governance Committeedeiiérmine when and whether a stockholder commtioicahould be circulated amc
one or more members of the Board and/or Companygeanent.

Compensation Committee Interlocks and Insider Parttipation

During the year ended December 31, 2006, Mr. Po@@hsirman), Mr. Fuentes and Mr. Pini served as besof the Compensati
Committee of the Board. Dr. Singer also served e €Compensation Committee from November 2006 Wétch 2007. None of the
individuals currently serves as an officer of then@any. There are no Compensation Committee irteslbetween the Company and
other entity involving the Company’s or such eriityxecutive officers or Board members.

The Board recommends that the stockholders vote “FR” the election of the nominees named in this Proxy &ement tc
continue to serve as directors of the Company

Executive Officers
Set forth below is a table identifying executivéiadrs of the Company who are not identified in thiele entitled Election of Director
- Nominees for Election” Biographical informatioorfMr. John Thode and Dr. Abdelmonem are set faitlove under Nominees fc

Election.”

Name Age Position with Company
Frank Cesario 37 Chief Financial Officer

Mr. Cesario joined the Company during 2000 as Qiletrand was named Chief Financial Officer durd@§2. Previously, Mr. Cesa
was Group Controller for copper and brass prod@éokumpu Copper, Inc. and subsidiaries, a U.Sugreith approximately $500 millic
in annual revenue and owned by Helsihksed Outokumpu Oyj. Mr. Cesario has an MBA (Fiexrfrom DePaul University in Chicaga
B.S. in Accountancy from the University of lllingiand began his career at KPMG Peat Marwick.

-1C-



The Board elects officers annually and such officsubject to the terms of certain employment agesds, serve at the discretior
the Board. See “Executive Compensationtie Company has entered into employment agreemstitsMr. Thode, Dr. Abdelmonem a
Mr. Cesario. There are no family relationships aghany of the directors or executive officers of @@mpany.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of419%s amended, requires the Compangkecutive officers (as defined un
Section 16(a) of the Securities Exchange Act),afines and persons who own greater than 10% ofiateegd class of the Compasyequity
securities to file reports of ownership and charigeswnership with the SEC. Based solely on a ngwié the forms it has received and
written representations from certain reporting pessthat no such forms were required for themQbmpany believes that during the pe
of 2006 through the date hereof, except for atit@i filing for Dr. Singer upon becoming a direct subsequently reported on Form 3 by
Singer; an award of restricted shares to Dr. Singeraward of restricted shares to and a purchBseromon stock by Mr. Thode; t
separate awards of restricted shares to Mr. Poweosseparate awards of restricted shares to Mr;, o separate awards of restricted sf
to Mr. Fenger; two separate awards of restrictedeshto Mr. Fuentes; two separate awards of resdrishares to Dr. Calhoun; an awar
restricted shares to Mr. Cesario, all of which algaaind purchases were reported on Form 4 by tpeatge purchasers and awardees, ¢
the Section 16(a) filing requirements applicablégmfficers, directors and 10% beneficial owneese complied with by such persons.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Overview of Compensation Program

The Compensation Committee of the Board has redmbtys for establishing, implementing and maintmig the Companyg
compensation programs, particularly for three Nam&dcutive Officers (NEOs). The Compensation Cortealt role is to ensure that |
compensation offered to the Companparsonnel, particularly NEOs, is reasonable, faig competitive, serving to align the goals
actions of team members to the goals and objectifebe Company. The Compasgytompensation programs are intended to max
shareholder value over the lotgrm by attracting and retaining superior employaesl by providing rewards to recognize supt
performance. The Compensation Committee is taskiéid pvoviding the appropriate mix of cash and eguitcentives, coupled with tl
correct mix of time-based and performance-basédriifor earnings those incentives.

Role of Executive Officers in Compensation Decisian

The Compensation Committee has responsibility fogpraving all compensation for the NEOs, and hasrsigbt authority ove
Management recommendations for other employees. Gbmpensation Committee must specifically approaeheaward under t
Companys 2003 Equity Incentive Plan, regardless of therdvevel or recipient. NEOs, particularly the CE®©donjunction with the CF¢(
will often prepare analyses of Company and indigideerformance for the Compensation Committee paffeommending a particular cot
of action. NEOs may also suggest new or revisedpemsation policies to the Compensation Committemftime to time. Ultimately tt
Compensation Committee, in conjunction with thd Bibard for significant items as it and the Boamkoh appropriate (such as the f
approval of a new employment agreement with the Y, B&s the authority to accept, change, or refeztd analyses and/or recommendat
Finally, NEOs may be involved in negotiations witle Compensation Committee, such as is the caaa ofdividual officer negotiating :
employment agreement. Also, the CEO will often med@mmendations regarding the performance andmeemded compensation of ot
NEOs to the Compensation Committee and will provlu primary evaluation of those NEOs to the Corspdon Committee. Again, t
Compensation Committee makes the final decisionsetralf of the Company in all cases.
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Setting Executive Compensation

The Compensation Committee, consistent with theaihijes illustrated above, structures the executdrapensation program basec
its review of the market and specific situationgoiived. Market indicators include the publicly dadile compensation data from availe
reports and from peer companies (public comparsedase as possible to the Compansize, geography, products and markets served
Compensation Committee attempts to interpret thia dnd apply it to the Company based on the sidetygpe of comparable entity (peel
defined above) or category (by definition providadeport or analysis), the level of applicabiltty the Company business, and a broa
view of the current market for executive talenthigh-technology, growth industries. In making these riptetations, the Compensat
Committee looks at the total compensation of themgarable entity or group, as well as individualeadp of that compensation, and comp
those values against the Compangpecific capabilities, assets and needs. The @oynipelieves it typically provides less cash conspéor
and fewer perquisites than comparables, so thét way be used in other areas of the business, ttem@s to close that gap using eqt
Beginning in 2006, the Compensation Committee daterd that grants of restricted stock would be sopéo stock options generally
view that is applied to executive compensation. Teenpensation Committee feels that the requirednerato be used in calculating share-
based compensation expense disproportionately vadtack options more highly than shares of resiicttock, relative to the expec
perceived value assigned by the recipient. The @oisgtion Committee observed this as a broad tteedjse of grants of restricted stoc
place of stock options or other equity compensati@echanisms. Awarding shares of restricted stosi allows fewer shares to be issued
for restricted shares to provide recipients witbsleolatile benefits, thus increasing the expegeaeived compensation value and b
matching financial cost with the benefit to the Qm@my. As such, the typical form of equity compeiwsatoday is in the form of restrict
shares.

During the first quarter of 2006, employment agreata were reached with Mr. Thode, Dr. Abdelmonemd, Blr. Cesario. Compani
and reports that were used as comparables for treggatiations include:

« Publicly available compensation surveys showing pemsation ranges by job title, location, and comysre
« A survey of compensation levels and types for 288@uter/Electronics/Telecom manufacturers

« Executive compensation arrangements publicly filegd entities including Superconductor Technologiés;., Airne
Communications Corporation, American Supercondu@orporation, PCTEL, Inc., Universal Display Corgiion, an
TriQuint Semiconductor, Inc.

« Compensation and Governance trend reports presbptetiny entities such as Aon consulting and Thied3eGroup throuc
the American Electronics Association

ISCO typically is smaller than its peers in termisevenue and market capitalization, and as suofpeoes itself with the lowest str
of the reported ranges and particular contract aggarted by individual entities. Data is aggredatéth average statistics calculated, and
compared with entities the closest in size andrirgdion type.

Beyond salary and fixed compensation, incentive pemsation was reviewed across this available detaaverage compensati
determined as a percentage of fixed compensation eaéculated. Similarly, equity value as a perogataf fixed and variable ca
compensation was calculated. These norms weretasg@ate a final agreement that was determineth®yCompensation Committee to
less in cash compensation than peers on a relatisis, higher in equity compensation than peera oglative basis, and offered incen
compensation at the high end of peers for highl¢ewé performance as defined below. These factoescansistent with the equity &
incentive-based compensation preferences as deddritihis document.

The Compensation Committee looks at this and atlieilable information, such as internal preceddrd tompensation provided t

particular NEO and/or position in the recent pastexternal precedent (such as the compensatioridea that particular NEO in anott
capacity or another entity).
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The Compensation Committee has no formal policghentopic, but relies on its judgment to allocagstcand equity awards betw
current and londerm incentives. Its goal is to provide sufficienirrent incentive to encourage the NEO to servinénappropriate positic
and to have sufficient lontgrm incentive to motivate the NEO to remain witte tCompany beyond the upcoming year, all with
expectation of achieving the performance objectessblished by the Compensation Committee. Thep@osntypically provides for equi
awards consistent with its annual performance veyeogram (as in the case of Mr. Cesario) or agifipd in the applicable employme
agreement (as in the case of Mr. Thode and Dr. ltaleem), which is structured to match the applieadshployment term if one is defir
in the agreement (or over such period of time axtbmpensation Committee deems is long term if sngbloyment term is not defined).

2006 Executive Compensation Components

The components of compensation for the NEOs inchage salary, guaranteed bonus, bonus based armarfce criteria, equi
compensation based on time of service, equity cosateon based on performance criteria, and othetractual terms and benefits such
change in control or termination, and certain othemnefits that are provided broadly to all of then@anys employees. The Compensa
Committee reviewed comparable data as describedeatnoanalyze the base, or expected total compensat comparable executives &
benchmark for the Company’s NEOs.

Base Salary and Equity Compensation Based on Time of Service

The Compensation Committee reviewed comparable dataescribed above to analyze the base, or expeobenpensation
comparable executives to its own executive team Ineesn Base salary levels are compared against cabipa and typically set below th
comparables but within a close enough range fopéreeived value of equity and performahesed compensation to attract desirable N
Because the Company desires to conserve cash, dsoates typically linked to substantial or extrapedyy events, and not guaranteed. E
equity compensation is then set at a rate at drehnithan comparables, thus allowing Company peidoa as reflected in its share pric
provide the additional incentive to the entrepreiat@xecutive attracted by such a program. The @mmation Committee feels this apprc
properly bridges the gap between the Company’s teegdend cash in other areas with its need tacitand retain executive talent.

Mr. Thode’s contract, for example, provides for daslary during 2006 of $300,000 and no guaranbeedis beyond a ortéane
signing bonus of $50,000. The Compensation Comenitteommended, and our stockholders approved, @ gfaone million shares
restricted stock that vest based on his time ofiserduring 2006. The value of this stock grantha& market price on the date of grant
roughly $320,000, and vested 50% on June 30, 286668% on December 30, 2006. Pursuant to his emq@ay agreement, Mr. Thode’
salary will be $350,000 during 2007 and he willaiee no guaranteed bonus. Pursuant to the samenneendation of the Compensat
Committee and approval of the stockholders desgrétmve, Mr. Thode received a grant of one milBbares of restricted stock that will v
based on time during 2007, 50% on June 30, 200/58%adon December 30, 2007. The Compensation Coeenitbes not expect to revi
Mr. Thode’s salary during 2007, nor does it intend to revigsvequity compensation earned over time. The Cosgieon Committee do
intend to review Mr. Thode's arrangement with re$pe service during 2008 and beyond.

Bonus and Equity Compensation Based on Performance Criteria

As further described in the Executive Compensatieations of this Proxy Statement, the Compensaliommittee believed th
exceptional performance should be rewarded exaggitio and thus devised a program based on perficenagainst its goals. Goals were
based on a number of factors, but primarily revesmug EBITDA (earnings before interest, taxes, dapt®n and amortization; often a prc
for cash basis results) targets. Achieving thesdsgwould allow the entire Company, but particyldhe executive team, to realize substa
rewards. Achieving all plan targets would resulpayouts of cash bonuses to Mr. Thode and Dr. Abdeém in the amount of 25% of
executives annual salary, and restricted share vesting aidaiitional two million shares of restricted stdok Mr. Thode and one millic
shares of restricted stock for Dr. Abdelmonem. Aghiment of 150% of annual operating plan amountddvw@sult in cash bonuses of 10
of the annual salary instead of 25%. Results betw9% and 150% would be prated by the Compensation Committee. No payo

performance-based compensation would be achievaédalts less than 100% of annual operating [degets.
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As the Compensation Committee views this payolgudsstantial, the targets are similarly substaniibé Company does not prov
financial forecast information and thus cannot ldise specific plan values for future periods. FOG0&, it can disclose that revenue of
million and a positive EBITDA were the primary ernita for consideration under this program. 200%nexe was $10 million and cash fl
was negative, as a point of comparison. The plaarefore, called for a 60% increase in revenuerataled improvement in cash flow.
2006 revenue was $15 million and cash flow remameghtive, no amounts were earned under theserprnice-based arrangements.

Contractual Terms and Benefits, such as Change in Control or Termination

As further described in the Executive Compensasiections of this Proxy Statement, the Compensa@iommittee considers ott
contractual terms and benefits typically found mpdoyment agreements or otherwise deemed apprepitatgiven circumstances. T
Compensation Committee considers historical cotdrfor NEOs with the Company in that or similar jtioss, publicly available contrac
for peer entities as described above, the reasidyati item, the relative weighting given by theER in question if such item is bel
negotiated, the potential liability to the Compatie market price and relative ease or difficuftfinding replacement NEOs, and what so
behavior would reasonably be incented by such piani The Companyg’ preferred candidates for CEO and CTO, for exanfiad severan:
rights in prior agreements (with a prior employad avith the Company), such rights are common anaihgr entities and generally acr
industries, and are heavily weighted by our pref¢icandidates. Payments upon termination by thep@oynwithout cause or by the NEO
good reason, as those terms are defined in thécapfg agreements, would result in cash payoutaldgua percentage of annual salary
bonus earned, possible accelerated vesting ofyequitl an extension of medical insurance benditsilarly, termination upon a change
control may include accelerated vesting of equifyecific terms are provided in the section entitledtential Payments Upon Terminatiol
Change In Control”.

Other Benefits

The NEOs are typically entitled to participate mmpany-wide benefit programs on a nmeferential basis. Those programs inc
$50,000in term life insurance, disability insurance, medliglan participation and a 401(k) program with@r@any match of the lesser of
of employee salary or 50% of the employee contitloutThe Executive Officers are eligible to papizie in a Companwide bonus progra
that may be funded based on certain funding events) 5% of cash flows during a fiscal year in escef the Compang’annual operatir
plan. Such funding status is typically uncertaitilulanuary of the following year by determinatiohthe Compensation Committee and 1
paid. Dr. Abdelmonem and Mr. Cesario received bgraygnents of $7,500 and $15,000, respectively28@5 paid in 2006 and disclosed
the Executive Compensation Table to follow. No sartounts were earned during 2006 for payment daQy.

Stock Ownership Guidelines

The Company has a Share Ownership Policy in pkitective January 1, 2006, that covers officers dinectors (“Covered Persop”
including the NEOs. Within one year of the effeetidate of the policy (January 1, 2007) or one wd@r becoming a Covered Person, ¢
Covered Person must own at least the lesser oD@GsBares or $5,000 worth of the Compangdmmon stock. Within three years, ¢
Covered Person must own at least the lesser 00@0Ghares or $25,000 worth of the Compamgmmon stock. While specific penalties
failing to perform under this policy are not spéemfly included, this policy does constitute an esfation on anyone who wishes to remai
officer or director of the Company. Stock optioms aot considered in the determination of satigitimese requirements, regardless of ve
status.
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Tax and Accounting Implications
Deductibility of Executive Compensation

As part of its role, the Committee reviews and ad&is the deductibility of executive compensatioder Section 162(m) of t
Internal Revenue Code, which provides that the Gomipmay not deduct compensation of more than $]0000that is paid to certe
individuals. The Company believes that compensapiaid under the management incentive plans is géndully deductible for feder:
income tax purposes. However, in certain situafitims Committee may approve compensation thatnetlmeet these requirements in o
to ensure competitive levels of total compensatiorits executive officers. In this regard, fordé 2006, there was no payment to a NEO
was not deductible for federal income tax purposes.

Nonqualified Deferred Compensation
On October 22, 2004, the American Jobs CreationoA@004 was signed into law, changing the taxguapplicable to nonqualifi
deferred compensation arrangements (which, forghipose, include various equibgased incentive and severance arrangements). \¥k
final regulations have not become effective ye¢, @ompany believes it is operating in good faitmpbance with the statutory provisic
which were effective January 1, 2005 and has ren sge need to materially alter its compensatiagm@ms as a result of these rules.
Accounting for Stock-Based Compensation
Beginning on January 1, 2006, the Company begaouating for stock-based payments including its Et@ption Program, Long-
Term Stock Grant Program, Restricted Stock ProgaathStock Award Program in accordance with theirements of FASB Statement 123
(R). As discussed above, the Compensation Comnuttgrmined that the financial cost of grants sfrieted stock better matched perce
benefits to the recipients and therefore valueh® €ompany, than stock options. As such, this wdactor in shifting equitysase!
compensation from primarily stock options to grasftsestricted stock.
COMPENSATION COMMITTEE REPORT
The Compensation Committee of the Company haswexend discussed the Compensation Discussion aaly#is required by Ite
402(b) of Regulation & with management and, based on such review araisins, the Compensation Committee recommendéte
Board that the Compensation Discussion and Anabesisicluded in this Proxy Statement.
THE COMPENSATION COMMITTEE
Tom Powers, Chairman

Jim Fuentes

Ralph Pini




SUMMARY COMPENSATION TABLE

The table below summarizes the total compensatéd gr earned by each of the named executive offiter the fiscal year end
December 31, 2006. The Company has entered intdogmpnt agreements with all of the named executifficers. When setting tol
compensation for each of the named executive officee Committee reviews tally sheets which shimsvexecutives current compensatic
including equity and non-equity based compensation.

Change in
Pension
Value and
Nonqualified
Non-Equity Deferred
Stock  Option Incentive Plan Compensation All Other
Salary Bonus Awards Awards Compensation Earnings Compensation  Total
® ¢®E@ G0 (%) (%) (%) OIC)] (%)
John Thode
President and Chief
Executive Officer 300,000 50,000 320,000 - - - 7,614 677,614
Dr. Amr Abdelmonem
Chief Technology Officer 250,000 7,500 277,500 - - - 7,614 542,614
Frank Cesario
Chief Financial Officer 172,000 15,000 47,675 - - - 5,257 239,932

Footnotes after table:

(1) Stock award values are shown reflect the accourdgkpense recognized by the Company under FAS 128(Rth is th
greater of the benefit on a straidime basis from date of grant or amount vestedmu#006. More information is presente:
the following table, “Grants of Plan-Based Awards”.

(2) Mr. Thode’s bonus is a signing bonus pursuant gcetkecution of his employment agreement during aign2006.

(3) All other compensation is comprised of benefits emadailable to employees on a ndiseriminatory basis including stand
term life insurance coverage and a partial matcAGi(k) plan contributions.
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2006 GRANTS OF PLAN-BASED AWARDS:

All Other All Other
Stock Option
Awards: Awards: Closing Grant Date

Estimated Future Payouts Estimated Future Payouts Number of Number of Price Fair
Under Non-Equity Under Equity Shares of Securities on Value of
Grant/ Incentive Plan Awards Incentive Plan Awards Stock or Underlying Grant  Stock and
Approval Threshold Target Maximum Threshold Target Maximum  Units Options Date Option
Date ($) ($) ($) ($) ($) ($) #) (#) ($/Sh) Awards ($)
John Thode 6/16 - 75,000 300,000 2,000,000 - 0.32 640,000
John Thode 6/16 - 4,000,00C 4,000,00C 0.32 1,280,000
Dr. Amr
Abdelmonem  1/12 - 62,500 250,000 1,500,000 0.37 555,000
Dr. Amr
Abdelmonem  1/12 2,000,00C 2,000,00C 0.37 740,000
Frank Cesari  2/6 - 43,750 43,750 - 125,000 250,000 250,000 0.38 95,000
Frank Cesari 12/27 250,000 0.35 87,500

All awards were made under the Company’s 2003 Edaoientive Plan, as amended.

Incentive Plan awards are established to provide lzenefits unless the objectives determined byCiimpensation Committee are |
100%. Should this occur, then incentives are paitha target levels. Should the individual and campachieve 150% or more of
intended result, then the maximum benefit woulcehmed. Performance between 100% and 150% woubddaated by the Compensati
Committee. The two primary measures of performasee Revenue and EBITDA (Cash Flow) based on anopafating plan. As tt
Company did not achieve 100% of its annual opeggtian during 2006, no such incentives were earned.

Mr. Thode and Dr. Abdelmonem also received graftRestricted Stock that vest seamnually during 2006 and 2007, and are
expected to receive additional grants prior to 2008 Thodes grant was approved by stockholders during the 2006 annual meeting
stockholders. Mr. Thode and Dr. Abdelmonem alsoevgganted shares of performanassted Restricted Stock, 50% of which were sulif
vesting based on 2006 performance and 50% subjestesting based on 2007 performance. During Jan@a67 the Compensati
Committee determined that 2006 performance goate wet achieved at the 100% level, and thus tleeélincentive shares were forfeited.
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OUTSTANDING EQUITY AWARDS AT DECEMBER 31, 2006:

Option Awards Stock Awards
Equity
Incentive
Equity Equity IncentivePlan Awards:
Number of ~ Number of  |ncentive Plan Awards: Market or
Securities Securities  Plan Awards: Market Number of  Payout Value
Underlying  Underlying  Number of Number of Value of  Unearned of Unearned
Unexercised Unexercised Securities Shares or Shares or Shares, Units Shares, Units
Options Options  Underlying Units of  Units of or Other or Other
(#) (#) Unexercised Option Stock ThatStock That Rights That  Rights That
Unearned Exercise Option Have Not Have Not  Have Not Have Not
Unexercisable  Options Price Expiration Vested Vested Vested Vested
Name Exercisable (#) ($) Date (#) $) (#) ($)
John Thode 1,100,000 - = $0.43 1/10/2015 1,000,000 $ 340,000 2,000,000 $ 680,000
Dr. Amr
Abdelmonem 262,499 - = $0.11 1/1/2013 750,000 $ 255,000 1,000,000 $ 340,000
Frank Cesario - - - - - 375,000 $ 127,500 - -

Equity award market value determined using theietpprice of the Company’s common stock on the Aoaar Stock Exchange on
December 31, 2006, which was $0.34 per share.

2006 OPTION EXERCISES AND STOCK VESTED:

Option Awards Stock Awards
Number of Shares Value Realized Number of Shares Value Realized
Acquired on Exercise on Exercise Acquired on Vesting on Vesting
Name #) (%) (#) (%)
John Thode - $ - 1,000,000 $ 340,000
Dr. Amr Abdelmonem 875,001 $ 173,904 750,000 $ 255,000
Frank Cesario 150,000 $ 25,500 125,000 $ 42,500

PENSION BENEFITS

The Company does not have a defined-benefit pergisimilar program. It maintains a Defined Coniitibn 401(k) program as
described in the Summary Compensation Table.

2006 NON-QUALIFIED DEFERRED COMPENSATION
The Company had no such programs to disclose d@0og.
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POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CO NTROL

Mr. Thode and the Company entered into an employmgreement during January 2006. The agreementhiaremployment, may |
terminated at any time. If the Company terminates Mode without cause or Mr. Thode resigns fordyogason (as defined in the Th
Employment Agreement), he will receive a lump suagyrpent equal to his base salary, an annual bomubkddiscal year of termination, a
waiver of the applicable premium for COBRA contitiaa coverage in the Comparsyhealth plan(s) for a period of twelve monthsthH
Company terminates Mr. Thode for cause (as defimé¢ide Thode Employment Agreement), he will betéadionly to the payment of accrt
and unpaid salary through the date of such termimat/pon a change in control, and presuming caootiis service through that chang:
control, Mr. Thode would vest upon the change ofta any unvested grants of restricted stock thatild subsequently vest due to
passage of time or that had been earned on a penfime basis on the prorated period before the ehahgontrol. If Mr. Thode we
terminated on December 31, 2006, due to a changentrol, he would receive not only one year osaknd bonus ($350,000 in total)
also would accelerate the vesting of one millioarsk of restricted stock that would be expectedest during 2007 as a result of the pas
of time ($340,000 in total value accelerated frad@2 vesting dates to the change of control date).

Dr. Abdelmonem and the Company entered into an @ynpént agreement during January 2006. The agreematthis employmet
may be terminated at any time. If the Company teateis Dr. Abdelmonem without cause or Dr. Abdelmonesigns for good reason
defined in the Abdelmonem Employment Agreement)wilereceive a lump sum payment equal to 50% afltese salary, an annual bc
for the fiscal year of termination, and waiver loé& tapplicable premium for COBRA continuation cogerin the Companyg’ health plan(s) fi
a period of six months. If the Company terminatas Abdelmonem for cause (as defined in the AbdelemofEmployment Agreement),
will be entitled only to the payment of accrued ammgaid salary through the date of such termination

Mr. Cesario and the Company entered into an empboyragreement during February 2006. The agreeraedthis employment, m
be terminated at any time. If the Company termimdie. Cesario without cause (as defined in the @e@gamployment Agreement), he v
receive three months of his base salary and anysbearned during his employment period.

Certain Relationships and Related Transactions

The Company has two credit facilitieshwiélated parties, including affiliates. The largemount is the 2002 credit line described b
in the amount of $8.5 million in outstanding pripai and $2.8 million in accrued interest.

Uncommitted Line of Credit (2002 Credit Line)

As of the reporting date, we have dr&8rb million of debt financing under a credit lirses described below. During October 2002
entered into an uncommitted line of credit with dwo largest shareholders, an affiliate of Elliédsociates, L.P. (Manchester Secur
Corporation) and Alexander Finance, L.P. This lim#ally provided up to $4 million to us. This Enwas uncommitted, such that each
borrowing under the facility would be subject t@ thpproval of the lenders. Borrowings on this limee an initial interest rate of 9.5%
were collateralized by all the assets of the Comp@utstanding loans under this agreement woulcefjgired to be repaid on a priority b
should we receive new funding from other sourceddi#onally, the lenders were entitled to receivarsants to the extent funds were dr:
down on the line. The warrants bore a strike potc&0.20 per share of common stock and were torexgn April 15, 2004. The credit i
was to mature and be due, including accrued irtteheseon, on March 31, 2004. Due to a subsequgnateenent between the parties
warrants were issued with subsequent borrowings.

According to existing accounting pronocements and SEC guidelines, we allocated the pdscetthese borrowings between ti
debt and equity components. As a result of theseolings during 2002, we recorded a nmash charge of $1.2 million through
outstanding term of the warrants (April, 2004). $280 and $862,000 of that amount were recordeth@@004 and 2003, respective
These warrants were valued at $1.2 million of tBer#llion debt instrument based on a Blgg&holes valuation that included the differe
between the value of our common stock and the eseprice of the warrants on the date of each waissuance and a 30% discounted
value of the notes, leaving the remaining $0.8iarillas the underlying value of the debt. This $hiltion was amortized over the vest
period of the warrants (six quarters from the fouptiarter 2002 through the first quarter 2004).
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During October 2003, we entered into an agreeméiht eur lenders to supplement the credit line vath additional $2 million, $
million of which was drawn immediately and $1 nuhi subsequently drawn upon our request and sulojehe approval of the lenders. T
supplemental facility bore a 14% rate of interexd avas due October 31, 2004. The term of the pusvimedit line was not affected by f
supplement, and as such the $4 million borroweckutitat line, plus accrued interest, remained daeci31, 2004.

During February 2004, the credit line was extentted due date of April 2005, with interest aftee thitial periods to be charged
14%. No warrants or other inducements were issuéd ne@spect to this extension. Additionally, lenslexercised their 10 million warra
during February 2004, agreeing to let us use thddudor general purposes as opposed to repayirtg deb

During July 2004, we and our lenders agreed toemme the aggregate loan commitments under thet direslifrom $6,000,000 -
$6,500,000. Simultaneously, we drew the remainih®0,000 of the financing.

During November 2004, we and our lenders agregdct@ase the line of credit to up to an additicd@lmillion to an aggregate lo
commitment of $8,500,000, $1 million of which waswn immediately by us with the remaining $1 mitlidrawable upon our request !
subject to the approval of the lenders, which osxliduring January 2005.

During February 2005, the credit line was extendetl April 2006. Interest during the extension ipdrwas to be charged at 9%.
warrants or other inducements were issued witheegp this extension.

On August 2, 2005, we and our lenders agreed &nexthe due date from April 2006 until August 208fd the lenders also agree
waive the Company’ obligation to repay its debt with proceeds frameguity financing transaction with its lenders;limding affiliates, il
August 2005. No warrants or other inducements vgsteed as a result of this transaction.

As of December 31, 2006, both the outstanding praidalance of $8.5 million and accrued interdst28 million were outstandin
Pursuant to the terms of the financing, interepiigable upon the termination of the facility.

2006 Convertible Debt

During June 2006 we entered into a Securities RsehAgreement (the “Agreement”) and convertibleesdthe “Notes”)with
Alexander Finance, L.P., and Manchester Secu@@poration L.P. (together, the “Lendergiyrsuant to which the Lenders have agree
each loan us $2,500,000, or an aggregate of $®000in convertible debt. The Lenders, includinfijiafes, are our two largest shareholt
and the lenders of the 2002 Credit Line refereradmule. The transaction is structured as a priviatsepent of securities pursuant to Sec
4(2) of the Securities Act of 1933, as amended ‘(#eeurities Act”) and Rule 506 promulgated therem

The Notes will mature on June 22, 2010 and beantanest rate of 5% due at maturity. Both the ggatamount and any accrt
interest on the Notes are convertible into our camratock at a rate of $0.33 per share, subjecettaia antidilution adjustments. Tt
Lenders have the right to convert the Notes, boifcipal and accrued interest, into shares of comstock at the rate of $0.33 per shal
any time. We have the right to redeem the Notdsliiin cash at any time beginning two years after date of the Agreement. The conver
rate of the Notes will be subject to customary-diitition protections, provided that the number dfliional shares of common stock issu:
as a result of changes to the conversion ratebwiltapped so that the aggregate number of shamesrohon stock issuable upon conver
of the Notes will not exceed 19.99% of the aggregatmber of shares of common stock presently isanddutstanding.



The Notes are secured on a first priority basisahyof our intangible and tangible property andetssPayment of the Notes
guaranteed by our two inactive subsidiaries, Spe8wlutions, Inc. and lllinois Superconductor Gim&orporation. The Agreement cont:
customary representations, warranties and coven#sfiled a registration statement covering thegale of the shares of common st
issuable upon conversion of the Notes with the Biéesiand Exchange Commission. Concurrently wlih éxecution of the Agreement,
Lenders have waived their right under the existing of credit arrangement (see 2002 Credit Lirmva) to receive the financing proce
from the issuance of the Notes, allowing us tothsefunds for product development or general waykiapital purposes. No fees were pa
any financial advisor, placement agent, brokeiraddr in connection with the transactions contenguldy the Agreement and the Notes.

Assuming the Notes are held for the full four yeam, 18,505,719 shares of common stock would Qeired upon settlement, for bs
principal and interest. This amount is approximafi% of the then approximately 186 million shasésommon stock currently issued
outstanding. As of December 31, 2006, the Lendecfyding their affiliates, owned approximately 43fftthe Companys outstanding shart
As a result of this transaction, the combined hgdiof the Lenders would be approximately 48% ef @ompanys outstanding commi
stock.

As of December 31, 2006, both the $5 million priratiand $0.1 million in accrued interest were autding.
Related Party Transaction Approval Process
Statement of Principles

The Board of Directors (the “Board”) of ISCO Intational (the “Company”) is required to papprove any transactions with rele
parties, as those terms are defined by the Amergtank Exchange, the Public Company Accounting €igbt Board, the Securities ¢
Exchange Commission (e.g., ltem 404 of Regulatig€),Sr any other qualified entity.

When in doubt, all members of the organizationracuired to disclose the information and the Boailtldetermine the appropric
course of action, if any. In making this determioatthe Board has the authority to engage the Cogipacounsel or other legal counsel :
deems appropriate and necessary.

Company Management is prohibited from engagingijnralated party transaction without the expregg@ml of the Board.
Procedures

Requests or applications to enter into relatedypgaansactions must be submitted to the ChairmaheBoard, who will then proce
the request using reasonable judgment, includingbulimited to submission for review to the f@lbard. The Chairman will enter any si
communications into the minutes of the next Boasktimg and include a current status and/or reswiutn addition, NEOs and directors
out annual disclosure questionnaires, in which thegt specify any related party dealings with respethe Company and confirm in writi
that no other events have occurred. In additioa,Abdit Committee must review and approve any dumsaction, as is noted in its cha
(attached as Appendix A).

Events during 2006

Only the Convertible Debt transaction describedvaboould qualify as a transaction with a relatedypeuch transaction was approvec
the Audit Committee and the full Board of Directprior to execution.



THE FOLLOWING REPORT OF THE AUDIT COMMITTEE WILL NO BE DEEMED INCORPORATED BY REFERENCE E
ANY GENERAL STATEMENT INCORPORATING BY REFERENCE TB PROXY STATEMENT INTO ANY FILING UNDEF
THE SECURITIES ACT OF 1933, AS AMENDED, OR UNDER EHSECURITIES EXCHANGE ACT OF 1934, AS AMENDE
EXCEPT TO THE EXTENT THAT WE SPECIFICALLY INCORPORA THIS INFORMATION BY REFERENCE. TH
FOLLOWING REPORT SHALL NOT OTHERWISE BE DEEMED FIIIEUNDER SUCH ACTS.

Report of the
Audit Committee

The Audit Committee of the Board is composed oé¢hmonemployee directors. The role of the Audit Commiite® assist the Boa
in its oversight of the Comparsy/financial reporting process. The Board, in itsibess judgment, has determined that each membe
Audit Committee is “independentis defined in Rule 121A of the listing standardSoé American Stock Exchange. The Audit Comm
operates pursuant to a charter that was last ardeanttbrestated by the Board during March 2007 py of which is attached as Appendi;
to this Proxy Statement. As set forth in the chrartanagement of the Company is responsible foptbparation, presentation and integrit
the Company’s financial statements, the Compargccounting and financial reporting principles antkrnal controls and procedu
designed to assure compliance with accounting atailsdand applicable laws and regulations. The iadégent auditors are responsible
auditing the Company’s financial statements andesging an opinion as to their conformity with galg accepted accounting principles.

In the performance of its oversight function, then@nittee has reviewed and discussed the auditexhdial statements wi
management and its independent auditors. The Cde®tiais also discussed with the independent asditermatters required to be discu:
by Statement on Auditing Standards No. €&bmmunication with Audit Committees , as currently in effect. Finally, the Committees
received the written disclosures and the lettemfrime independent auditors required by Independ@&iaadards Board Standard Nc¢
Independence Discussions with Audit Committees, as currently in effect, and has considered whigtieprovision of noraudit services by tt
independent auditors to the Company is compatibite maintaining the auditos’ independence and has discussed with the audiite
auditors’ independence.

The members of the Audit Committee are not professly engaged in the practice of auditing or actimg and are not experts in
fields of accounting or auditing, including in resp of auditor independence. Members of the Coramitély without independent verificat
on the information provided to them and on theespntations made by management and the indepescianintants. Accordingly, the Au
Committees oversight does not provide an independent basdetermine that management has maintained apptepaiccounting ai
financial reporting principles or appropriate imar control and procedures designed to assure @amegl with accounting standards
applicable laws and regulations. Furthermore, theitCommittees considerations and discussions referred to aloveot assure that t
audit of the Company’financial statements has been carried out inrdacge with generally accepted auditing standardkat the financi:
statements are presented in accordance with ggnacakpted accounting principles.

Based upon the review, reports and discussiongitdeddn this report, and subject to the limitaaon the role and responsibilities
the Committee referred to above and in the chatterCommittee recommended to the Board that tdaealifinancial statements be inclu
in the Company’s Annual Report on Form KQfor the year ended December 31, 2006 as filat thie Securities and Exchange Commiss

Members of the Audit Committee

Date: April 23, 200" Dr. George Calhoun (Chairma
Mike Fengel
Tom Powers
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PROPOSAL 2
RATIFICATION OF APPOINTMENT OF AUDITORS

The Board, upon the recommendation of the Audit @dttee, has appointed Grant Thornton LLP (“Granbiftion”), independet
certified public accountants, as auditors of thenfanys financial statements for the fiscal year endirgg@nber 31, 2007. Grant Thorn
has acted as auditors for the Company since Deae20i0®.

Vote Required The affirmative vote of a majority of the shaods£ommon stock preset in person or representgardayy at the Annui
Meeting and entitled to vote on the matter is regfuito ratify the appointment of Grant Thorntonaaslitors of the Compang’financia
statements for the fiscal year ending Decembe2@Q7.

The Board has determined to afford stockholdersofiportunity to express their opinions on the miaifeauditors, and, accordingly,
submitting to the stockholders at the Annual Megtinproposal to ratify the Boasdappointment of Grant Thornton. If a majority b€
shares voted at the Annual Meeting, in person gproyxy, are not voted in favor of the ratificatiohthe appointment of Grant Thornton,
Board will interpret this as an instruction to setker auditors.

Grant Thornton has examined the financial statesnehthe Company for the fiscal year ended DecerBbe2006. The Compa
expects representatives of Grant Thornton to beepteat the Annual Meeting and to be availableegpond to appropriate questions f
stockholders. The representatives of Grant Thomiitirhave the opportunity to make a statemenhatrheeting if they desire to do so.

During the fiscal years ended December 31, 2006 208b, fees in connection with services renderedsbgnt Thornton LLP, tt
Company’s independent registered accounting firarevas set forth below:

Fee Category Fiscal 2006 Fiscal 2005
Audit Fees $ 189,396 $ 135,528
Audit-Related Fees 7,040 -
Tax Fees 39,422 34,906
All Other Fees - -
TOTAL $ 235,858 $ 170,434

Audit fees consisted of fees for the audit of trmmpanys annual financial statements and review of qugrferancial statements
well as services normally provided in connectiothvgitatutory and regulatory filings or engagemerssents and assistance with and re
of the Company’s documents filed with the SEC.

Tax fees consisted primarily of fees for tax comptie, tax advice and tax planning services.
The Company made no other payments to Grant Thotrt® during 2006 which constituted Audit-RelateskB or Other Fees.
Policy for Pre-Approval of Audit and Non-Audit Services

The Audit Committee’s policy is to pre-approve alidit services and all non-audit services thatGbmpanys independent auditor
permitted to perform for us under applicable fetlsezurities regulations. As permitted by the aggilie regulations, the Committsgiolicy
utilizes a combination of specific pre-approvalanase-by-case basis of individual engagementseoihiependent auditor and @pprova
of certain engagements up to predetermined dditasholds that are reviewed annually by the ConamitBpecific prepproval is mandato

for the annual financial statement audit engagenzenbng others.
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All engagements of the independent auditor to parfany audit services and non-audit services haen Ipreapproved by the Auc
Committee in accordance with the pre-approval polite policy has not been waived in any instance.

The Audit Committee may delegate fpproval authority to the Chairman of the Audit Qoittee. The Chairman of the Au
Committee must report any decisions to the Auditn@ittee 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 as
described herein.

Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matters

The following table sets forth information regamglithe beneficial ownership of Common Sock as ofil&&, 2007, except i
otherwise indicated in the relevant footnote, bygdch person or group that the Company knows hmsléf owns more than 5% of Comm
Stock, (2) each of the Compasydirectors and director nominees, (3) the Nameectxve Officers, and (4) all current Named Exect
Officers and directors as a group. Unless othenmdizated, the address of each person identifeddvibis c/o the Company at its princi
executive offices.

The percentages of beneficial ownership shown belosvbased on 190,600,000 shares of Common Stdskanding as ¢
April 28, 2007, unless otherwise stated. Benefioaiership is determined in accordance with theswf the Securities and Excha
Commission and generally includes those securdies which a person may exercise voting or investnpwer. In addition, shares
Common Stock which a person has the right to aequion the exercise of stock options and/or wesraiithin 60 days of the date of t
table are deemed outstanding for the purpose ofpating the percentage ownership of that person,abeitnot deemed outstanding
computing the percentage ownership of any othesqmerExcept as indicated in the footnotes to thidet or as affected by applica
community property laws, the persons named in dbhéethave sole voting and investment power witpeesto all shares of Common St
beneficially owned.

Number of Shares

Name of Common Stock
Beneficially Owned Percent of Class
Alexander Finance L.P. 53,398,179 Q) 26.7%
Elliott Associates L.P. 24,857,168 (2) 12.4%
Elliott International L.P. 19,904,159 (2) 10.0%
John Thode 4,872,500 3) 2.6%
Amr Abdelmonem 2,494,499 4) 1.3%
George Calhoun 1,041,083 (5) *
Frank Cesario 751,370 (6) *
Mike Fenger 192,000 (7 *
James Fuentes 238,750 (8) *
Ralph Pini 186,500 9 *
Tom Powers 556,688 (20) *
All Directors and Officers as a Group 10,333,390 (12) 5.4%



* Less than 1%.

(1) Includes affiliates. As reflected in an SEC filidgted July 26, 2006. The address for Alexanderrié@al.P. is 1560 Sherman Avenue
Evanston, IL 60201. Also presumes conversion of@ilbon shares in convertible debt.

(2) Includes affiliates. As reflected in SEC filingsteld August 2, 2006 for Elliott Associates, L.P. &ilibtt International, L.P. Also
presumes conversion of 9.5 million shares in cditderdebt. The address of Elliott Associates, lisP712 Fifth Avenue, New York,
New York 10019 and the address of Elliott Interoiadil, L.P. is c/o Elliott International Capital Aders, Inc. 712 Fifth Avenue Ne
York, New York 10019.

(3) Includes a restricted stock grant of 3,000,000eshtirat were not vested as of April 28, 2007, ahiwi60 days from such date, and
outstanding options to purchase 1,100,000 sharesmimon stock that were vested as of April 28, 200 Wvithin 60 days from such
date.

(4) Includes a restricted stock grant of 1,750,000esh#rat were not vested as of April 28, 2007, @¢hiwi60 days of such date, and
outstanding options to purchase 262,499 shareshwince exercisable as of April 28, 2007.

(5) Includes outstanding options to purchase 920,83B=shwhich were exercisable as of April 28, 2007.

(6) Includes a restricted stock grant of 312,500 shin@swere not vested as of April 28, 2007, or imitB0 days of such date.

(7) Includes outstanding options to purchase 110,086eshwhich were exercisable as of April 28, 2007.

(8) Includes outstanding options to purchase 160,08€eshwhich were exercisable as of April 28, 2007.

(9) Includes outstanding options to purchase 110,086eshwhich were exercisable as of April 28, 2007.

(10) Includes outstanding options to purchase 486,088=shwhich were exercisable as of April 28, 2007.

(11) Includes outstanding restricted stock grants anidiop as described above.

MISCELLANEOUS AND OTHER MATTERS

Solicitation. The cost of this proxy solicitation will be boriby the Company. The regular employees of the Compaay solici
proxies in person or by telephone or facsimile. Twpany may request banks, brokers, fiduciarigstoclians, nominees and certain ¢
record holders to send proxies, proxy statements aither materials to their principals at the Conyparexpense. Such banks, brok
fiduciaries, custodians, nominees and other reboiders will be reimbursed by the Company for tlieasonable out-gfocket expenses
solicitation.

Stockholder Proposals for 2008 Annual Meetinthe Company intends to mail next yesaproxy statement to our stockholders o
about April 30, 2008. Applicable law requires amgc&holder proposal intended to be presented a2808 Annual Meeting of Stockhold
to be received by us at our executive offices k&tove Village, lllinois on or before January 2008 in order to be considered for inclus
in our proxy statement and form of proxy for thahaal meeting.

With respect to the Comparsy2008 Annual Meeting of Stockholders, if the Compis not provided notice of a stockholder propg
which the stockholder has not previously soughintdude in the Compang’ proxy statement, by January 30, 2008 then theagemer
proxies will be allowed to use their discretionagting authority when the proposal is raised atrtieeting, without any discussion of
matter in the proxy statement.

Other Business The Board is not aware of any other matters tpresented at the Annual Meeting other than thosetioned in th

Companys Notice of Annual Meeting of Stockholders enclobecewith. If any other matters are properly brduggfore the Annual Meetin
however, it is intended that the persons nameldarptoxy will vote as the Board directs.

By: /s/ Order of the Board

Frank Cesario
Corporate Secretary
Elk Grove Village, lllinois
April 27, 2007



APPENDIX A

AUDIT COMMITTEE CHARTER
ISCO INTERNATIONAL, INC.

(revised 2007)
Purpose

The Audit Committee (the “Committee”) of ISCO Intational, Inc. (the “Company”) shall assist the Bbaf Directors (the “Board”)n
monitoring (i) the integrity of the Company’s findal statements in compliance with Securities ardhange Commission (the “SEC&hc
other regulatory requirements; (ii) the annual petedent audit of the Compasyfinancial statements, (iii) the independent anre
independence and qualifications and shall also wwpkovide (i) effective communication between Bward and the Compars/independel
public accountants and (ii) support for managensegiforts to enhance the quality of the Companytsrnal control structure.

The Committee does not plan or conduct audits,dees it determine that the Companyjihancial statements and disclosures are com
accurate and in accordance with generally acceptedunting principles and applicable rules and leguns. These functions are
responsibility of Company management and the indéget auditor.

Composition and Term

The Audit Committee shall be comprised of threarmre directors as determined by the Board, eaclwhafm shall (i) be free from a
relationship that, in the opinion of the Board, Wbinterfere with the exercise of his or her indegent judgment as a member of the A
Committee, (ii) meet the independence requiremehection 10A(m)(3) of the Securities and ExchaAgeof 1934 (the “Exchange Adt”
and the rules and regulation of the Commissioii) ,nfieet the independence and financial literacuieements of Rule 121A and 121B(2
the listing standards of The American Stock Exclearmg modified or supplemented from time to timeyfled, that one (but no more tt
one) member of the Audit Committee may be a nomjetident director, provided that the Board detezmihe appointment of such non-
independent director to the Audit Committee isHa best interests of the Corporation and its stolckdrs, the Board discloses the reason
that determination in the Corporation’s next annpraxy statement, the ndndependent director may not serve as ChairmamefAudi
Committee, and the ndndependent director may not serve on the Audit @ittee for more than two years. Current employeesfiicers
or their immediate family members, however, are atde to serve on the Audit Committee under thiseption. All members of the Au
Committee shall have a working familiarity with BmBnance and accounting practices, and at leastmember of the Audit Committee sl
have accounting or related financial managementréige. Committee members may enhance their famtyliaith finance and accounting
participating in educational programs conducted thg Corporation or an outside consultant. Audit @otree members shall r
simultaneously serve on the audit committees ofentizain two other public companies.

In addition, at least one member of the Committdebe financially sophisticated as set forth inlR@21B(2) of the listing standards of -
American Stock Exchange, as modified or supplenaefiten time to time.

The members of the Committee shall be appointethbyBoard and shall serve untiileir successors shall be duly elected and qua
Unless a Chairman of the Commiittee is elected byfuh Board, the members of the Committee maygiete a Chairman of the Commit
by majority vote of the full Committee Membership.

Relationship with Independent Accountants

The Companys independent public accountants shall be accolentalthe Committee, and the Committee shall hdtimate authority t
select, evaluate and replace the Compaitydependent public accountants. The Committek Isbalirectly responsible for the compensa
and oversight of the work of the independent auditeluding resolution of disagreements betweemagament and the independent au
regarding financial reporting) for the purpose ofgaring or issuing an audit report or related wdrke independent auditor shall rej

directly to the Committee.
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Meetings

The Committee shall meet at such times and frore tiontime as it deems to be appropriate, but rest flean four times a year. A majority
the members of the Committee shall constitute auqudor the transaction of business. Approval byajority of the members present i
meeting at which a quorum is present shall corstiégpproval by the Committee. The Committee mag atd by unanimous written cons
without a meeting. Minutes of each meeting reflegitiamong other things, all actions taken by then@dtee should be recorded by
Secretary to the Committee. The Committee shadntdp the Board at the first board meeting follogrieach such Committee meeting.

The Companys independent public accountants shall attendaat ene Committee meeting each quarter. The Comensttall use best effa
to ensure that one or more members are availablpeison during this quarterly meeting. The Comnaitteay request members
management or others to attend meetings and toder@ertinent information as necessary. The Coremishall provide each of managen
and the independent public accountants with appatepopportunities to meet privately with the Corties.

Duties and Responsibilities
The duties of the Committee shall include the foltay:

» Review the results of the quarterly reviews andgrl audit of the Company, including:

. The Annual Report on Form 10-K and Quarterly Report Form 10-Q to be filed with SEC, the management
recommendation letter on accounting procedurescanttols prepared by the independent public ace@mist and any other
material written communications or reports and ng@naent’s responses concerning such reports.

. Any material accounting issues identified by mamaget or the independent public accountants;
. Any transactions between the Company and its affiadirectors or 5% shareholders.; and

. all matters required to be discussed by Statenfehtiditing Standards (“SAS”) No. 61, as amended#& No.90, by
auditors with audit committees and any other mattequired to be communicated by the independdsiigaccountants to
the Committee under generally accepted auditingdstals, as amended.

» Review with management and the independent pubtiountants such accounting policies (and changesit) of the Company,
including any financial reporting issues which abbhve a material impact on the Company’s finarstatlements, as are deemed
appropriate for review by the Committee prior ty &mterim or year-end filings with the SEC or otlmegulators and discuss
alternative treatments of financial informationhitit generally accepted accounting principles tlaaetbeen discussed with
management, ramifications of the use of such atara disclosures and treatments, and the treatprefeérred by the independent
auditor.

» Review disclosures made to the Committee by the g@@amyis CEO and CFO during their certification prexéor the Form 10-K
and Form 10-Q about any significant deficienciethmdesign or operation of internal controls otarial weaknesses therein and
any fraud involving management or other employeks iave a significant role in the Company’s intégmatrols.

» Discuss with management the Company'’s use of ‘pnm&” or “adjusted” non-GAAP information, as wedl inancial information
and earnings guidance provided to analysts anggratiencies. Such discussion may be done genéealtgisting of discussing the
types of information to be disclosed and the tygfgsresentations to be made).



Ensure that the Company’s independent public adeotsisubmit on a periodic, but not less than anivaais to the Committee a
written statement delineating all relationshipsaEsgn the accountants and the Company, and disétisthe accountants any
disclosed relationships that may impact the objégtand independence of the accountants with tjeative of ensuring the
continuing objectivity and independence of the actants.

Pre-approval of all auditing services and permitted-audit services (including the fees and teimaseof) to be performed for the
Company by its independent auditor, subject tadéheninimus exceptions for non-audit services dbsdrin Section 10A(i)(1)(B)
of the Exchange Act which are approved by the Cdiemprior to the completion of the audit. The Cattee may form and
delegate authority to subcommittees consistinghef@ more members when appropriate, includingthbority to grant pre-
approvals of audit and permitted non-audit servipesvided that decisions of such subcommitteeréamtgpre-approvals shall be
presented to the full Committee at its next schedinheeting.

Ensure the rotation of the lead (or coordinatingdigpartner having primary responsibility for thedit and the audit partner
responsible for reviewing the audit as requiredaly.

Recommend to the Board policies for the Companiiadof employees or former employees of the iredefent auditor who
participated in any capacity in the audit of ther(any.

Establish procedures for the receipt, retentiontegatment of complaints received by the Compagganmging accounting, internal
accounting controls or auditing matters, and th&idential, anonymous submission by employees otems regarding

guestionable accounting or auditing matters.

Meet annually with counsel when appropriate toeeviegal and regulatory matters, if any, that cchddle a material impact on the
financial statements.

Establish, review, and update periodically a CadEthical Conduct, and ensure that managementdtablshed a system to
enforce this Code.

Make a periodic, but not less than annual, reviétiis Charter.
Review the effectiveness of the Committee on amahipasis.

Review and approve any transactions between thpdCation and its officers, directors or 5% shardbod which would be
reportable in the Corporation’s proxy statement.

Review Company disclosures of financial informat{sach as financial results press release andcetetatmmentary in conference
call script) prior to such disclosure. As the tim@dow may not be long or flexible, communicatioitwthe Committee Chairman

would be satisfactory to meet this requiremenhadvent of a minor disclosure (e.g., revenue elease).

Prepare a report to the stockholders of the Compabg included in the Company’s annual proxy shete.

The Committee shall also undertake such additiewtVities within the scope of its primary functias the Committee from time to ti
determines. The Committee may retain independenhsm, accountants or others to assist it in thedgot of any investigation. T
Company shall provide for appropriate funding, atetmined by the Committee, for payment of compmsao the independent auditor
the purpose of rendering or issuing an audit repodtto any advisors employed by the Committee.



APPENDIX B

COMPENSATION COMMITTEE CHARTER
ISCO INTERNATIONAL, INC.

(January 2007)
Purpose

The purpose of the Compensation Committee (the 'lGittee") of the board of directors (the "Board") IFCO International, Inc. (tl
"Corporation") is:

« to discharge the Board's responsibilities relatmgcompensation of the Corporation's directors arecutive officers, includir
approving individual executive officer compensation

« to manage awards under the 2003 Equity Incentiaa;PI
« to review and recommend to the Board compensatamsppolicies and benefit programs for employemtedally; and
« to prepare the report on executive compensationinedjto be included in the Corporation’'s annuakprstatement.

Composition and Term of Office

« The Committee will consist of not fewer than twomieers, each of whom shall be a director who setisthe independer
requirements of the American Stock Exchange (th®IEX") Listed Company Manual, as interpreted by Bward in its busine:
judgment.

« One member shall serve as Chairman of the Commiftee members of the Committee shall serve yrae-terms, and shall
appointed by the Board annually on the day of thaual Meeting of Stockholders or on such other datthe Board shall determi

Members of the Committee may be removed or replagatie Board.

Committee Meetings- Operating Principles

« The Committee shall meet with such frequency anduah intervals as it shall determine is necesgamgarry out its duties a
responsibilities, but in any case, at least twatmach year.

» Meetings of the Committee may be called as neegl¢débChairman of the Committee or the ChairmathefBoard.

« The Chairman will preside, when present, at all tmgs of the Committee. The Committee may meet élphone
videoconference and may take action by written enons

« The Committee shall have the sole right to retaid #&erminate compensation consultants to assisteirevaluation of director, CE
or executive officer compensation, including thiesuthority to approve the consultant's fees ahdraetention terms.

« The Committee shall have the authority to obtami@dand assistance from any officer or employethefCorporation or from ai
outside legal expert or other advisor.

« Summaries of key Committee conclusions shall begigedl to the Board from time to time.
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Compensation/Employee Benefits Responsibilities

The Committee shall perform the following functions

Provide oversight and guidance for compensationbemefit philosophy for all employees of the Cogimm.

Review and approve corporate goals and objectislevant to CEO compensation, evaluate the CEOfsrpaaince in light of thos
goals and objectives, and have the sole autharitggommend to the Board for approval the CEO'spearsation level based on 1
evaluation. This includes salary, annual incentéwel long term incentive programs, whether stoclcash, and determinatic
relating to the deductibility of compensation un8ection 162(m) of the Internal Revenue Code 06198

Review and approve other significant terms of empplent for the CEO.
Review and approve the compensation, including lsatay and incentive awards and other signifitarmns of employment, f
individuals reporting directly to the CEO and halglia position classified as Executive Vice Prediderd any other Section

officer of the Corporation.

Review and make recommendations to the Board vé#ipect to incentive compensation plans and edpaiged plans for ¢
employees.

Review and make recommendations to the Board otersatoncerning the independent directors' anmtairrer, as well as any ot
compensation programs relating to the Board.

Prepare the report on executive compensation fdusion in the Corporation's proxy statement inocadance with applicable rul
and regulations.

Exercise any fiduciary, administrative or otherdtion assigned to the Committee under any of theo@ation's health, benefit
welfare plans.

Other Responsibilities

Report to the full Board all significant items dissed at Committee meetings.
Review and reassess the adequacy of this Chariealy and recommend any proposed changes to thedBor approval.
Conduct an annual performance evaluation of the iGitiee.

Take such further actions or provide such furtlietice as the full Board may from time to time delegto the Committee.



APPENDIX C

CORPORATE GOVERNANCE COMMITTEE CHARTER
ORGANIZATION

Membership

The Corporate Governance Committee consists oé thranore independent directors. Membership orCilyporate Governance Commil
is determined annually by the Board upon the recendation of the Corporate Governance Committee. Thegporate Governan
Committee Chairman is appointed by the Board.

Meetings

The Corporate Governance Committee meets at least@ach year. Additional meetings are schedulegteded. A majority of the memb
of the Corporate Governance Committee shall canistaa quorum for the transaction of business. Misgire recorded by the Secretary tc
Corporate Governance Committee. Approval by a nitgjof the members present at a meeting at whiga@um is present shall constit
approval by the Corporate Governance Committee.ddrporate Governance Committee may also act bgiomaus written consent withc
a meeting.

BASIC FUNCTION AND PURPOSE

The Corporate Governance Committee acts as thedBod&orporate Governance Committee and, in additrerjews and maki
recommendations to the Board regarding Board orgdéion, membership, function and effectiveness; @mdmittee structure, membersl|
function and effectiveness. The Corporate Govera&mmmittee evaluates the performance of the Basia whole, the Committees and
individual directors.

RESPONSIBILITIES

The Corporate Governance Committee, in consultatitimthe Chairman of the Board and Chief Execu@fécer, shall:
1. Periodically review and recommend any changeseérsthe, composition, organization and operatiotratture of the Board and
standing committees.

2. Review and make recommendations on the range kg akid expertise which should be represented emBthard, and the eligibili
criteria for individual Board membership.

3. Identify and recommend potential candidates focteda to the Board.
4. Make recommendations to the Board on committegyassints and the position of chairman of each cotamitaking into accou
the applicable independence requirements of argk #rchange on which the Company is listed andubes and regulations of t

Securities and Exchange Commission.

5. Have sole authority to retain and terminate anyckeéirm to be used to identify director candidatexluding sole authority
approve the search firm, fees, and other retem¢ions.

6. Evaluate the effectiveness of the Board, each cateenand individual director.

REPORTING RESPONSIBILITY

All action taken by the Corporate Governance Cor@mishall be reported to the Board at the nextdo@eting following such action.

In addition, corporate governance matters may beudsed in executive session with the full Boanihduhe course of the year.
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ISCO INTERNATIONAL, INC.

M Please mark your votes as in this example.

1. Election of Directors: For Withhold
Nominee  Authority

John Thode O O
Amr Abdelmonem O O
George Calhoun O O
Michael Fenger O O
James Fuentes O O
Ralph Pini O O
FOR AGAINST  ABSTAIN
2.  Ratify the Appointment of Grant Thornton LLP as tbempany’s Independent Auditors. O O O

In their discretion, the proxies are authorizeddte on such other business as may properly
come before the meeting or any adjournments thereof

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” PROP OSAL NOS. 1 AND 2 IN THIS PROXY, WHEN
PROPERLY EXECUTED, WILL BE VOTED AS SPECIFIED ABOVE . THIS PROXY WILL BE VOTED FOR PROPOSAL NOS. 1
AND 2 IF NO SPECIFICATION IS MADE AND WILL BE VOTED AT THE DISCRETION OF THE PROXY HOLDERS ON
SUCH OTHER MATTERS AS MAY PROPERLY COME BEFORE THE ANNUAL MEETING.

Attendance of the undersigned at the meeting, anatadjournment or postponement thereof, willb®teemed to revoke this
proxy unless the undersigned shall affirmativelyidgate at such meeting or session the intenticdhefindersigned to vote said share(s) in
person. If the undersigned hold(s) any of the shaf¢he Company in a fiduciary, custodial or jatapacity or capacities, this proxy is signed
by the undersigned in every such capacity, as ageihdividually.

PLEASE MARK, SIGN, DATE AND RETURN THE PROXY CARD P ROMPTLY USING THE ENCLOSED ENVELOPE.

Is/ /sl

Name Name
Title Title

More Title More Title

(if jointly owned)
Note: Please sign name(s) exactly as appearingievéhen signing as attorney, executor, administratt other fiduciary, please give yc
full title as such. Joint owners should each sigrspnally. When signing as a corporation or a jgastrip, please sign in the name of the e|

by an authorized person.

[0 Please check this box if you plan to attend tleeting.



PROXY PROXY

ISCO INTERNATIONAL, INC.
1001 CAMBRIDGE DRIVE - ELK GROVE VILLAGE, ILLINOIS = 60089

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS
PROXY FOR THE JUNE 8, 2007 ANNUAL MEETING OF STOCKH OLDERS

The undersigned hereby appoints Mr. John ThodeMnd-rank Cesario and either of them as proxiesheaith power ¢
substitution, and hereby authorizes them to reptabe undersigned and to vote, as designated belbthe shares of common stock hel
record by the undersigned on April 16, 2007 atAheual Meeting of Stockholders of ISCO Internatibniac., to be held on June 8, 200°
the Marriott Suites Chicago Bare, 6155 North River Road, Rosemont, IL 60018jri@ng at 10:00 a.m. local time, or at any adjouent o
postponement thereof, upon the matters set forthaérNotice of Annual Meeting of Stockholders andxy Statement, receipt of which
hereby acknowledged.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTEDNI THE MANNER DIRECTED HEREIN BY THI
UNDERSIGNED STOCKHOLDER. IF NO DIRECTION IS MADE AS0O ANY PARTICULAR ITEM, THIS PROXY WILL BE VOTEL
“FOR” THE NOMINEES LISTED ON THIS PROXY AND “FORTHE RATIFICATION OF APPOINTMENT OF GRANT THORNTO
LLP AS THE INDEPENDENT AUDITORS OF THE COMPANY FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDIN
DECEMBER 31, 2007.

PLEASE SIGN, DATE AND RETURN THIS PROXY IMMEDIATELYN THE ENCLOSED POSTAGE-PAID ENVELOPE.

(Continued and to be signed on reverse side.)






