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Explanatory Note

Amendment No. 1 to the Registrant’s Annual ReparForm 10-K for the fiscal year ended December2BD7 (the “Annual Report”) filed
with the Securities and Exchange Commission on NM2a8&; 2008 is being filed for the sole purposenafiiding certain additional information
required by Part lll of this Form 10-K. Any refer to “we,” the “Company” or “us” shall refer t6 CO International, Inc.
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PART 111
Item 10. Directors, Executive Officers and Cor porate Gover nance

The Company’s Board of Directors currently considteight directors. In the interest of effectivevgrnance, the board consists of a single
class of directors, with each director serving a-gaar term. Each year the full class of direci®subject to stockholder vote. At the
Company’s 2008 annual meeting, stockholders wilevan the election of eight directors. Each direetected at the annual meeting will serve
until the 2009 annual meeting of stockholders amil guch director’s successor has been electedjaalified, except if the director resigns, is
removed or dies before such time.

The board members include employee directors Mrd@oReichard, Jr., Dr. Amr Abdelmonem, and Mr. 8ariuentes and non-employee
directors Dr. George Calhoun, Mr. Ralph Pini, MorBjorn Folkebrant, Mr. John Owings and Mr. Johrodé.

Described below is certain information concerniagredirector. Each of the members of the Boardigéd@ors is independent as defined by
AMEX corporate governance listing standards othantMr. Reichard, Dr. Abdelmonem, Mr. Fuentes andTWode.

Served as Term
Name Age Position with the Company Director Since Expires

Gordon Reichard, J 47  Director, Chief Executive Office 200¢ 2008

Ralph Pini 55  Chairman of the Board of Directc 200¢ 2008
Amr Abdelmonem Director, Chief Operating Officer and Chief

42  Technology Officel 200z 2008

George Calhou 55  Director 199¢ 2008

Torbjorn Folkebran 52  Director 200¢ 2008

James Fuente 52 Director and Chief Strategy Offic: 200: 2008

John Owings 58  Director 2007 2008

John Thodke 50 Director 200t 2008

Mr. Reichard joined the Company as Chief Execu@¥tcer during March 2008. He has worked in sel&ractions within the
telecommunications and technology sectors, incly@iresident and GM at Ameritech, President, CEOrRanohder of Telenisus and Vice
President of Marketing at Westell. Mr. Reicharddregis career as an Electrical Engineer with ZeBl#dttronics, and then Product and Sales
positions at US Robotics/3Com and continues asrzipal with The Magis Group.

Mr. Pini is currently Associate Dean at the Uniutgrsf Illinois, Chicago, and the former Senior ¥i€resident and Chief Technology Officer,
Personal Communications Sector, Motorola, Inc. be dpent twenty-eight years in the global wireledastry. During this period he has been
with Motorola’s Personal Communications Group, where he managegldbal R&D organization and, prior to retirememas the CTO for tf
group responsible for innovation, technology platfe, and advanced technologies. He has broad exges across GSM, CDMA, and UMTS
platforms. He received his MBA from Lake Forest @rate School of Management, and both his MS intEtet Engineering and his BS in
Electrical and Computer Science from the Universityllinois, Chicago. Mr. Pini served as interifEO from November 2007 until March
2008, when Mr. Reichard joined the Company. Mni Berves as Chairman of the Board of Directord, serves on the Governance and
Compensation Committees.

Dr. Abdelmonem joined the Company in January 1985was promoted to Director of Engineering in AugL&98, to Vice President of
Development Engineering in March 1999, to Chiefhireadogy Officer in December 1999 and additionabiyved as Chief Executive Officer
from June 2002 through January 2005. Dr. Abdelmojuéned the Board of directors in July 2002. Beffmi@ing the Company, Dr.
Abdelmonem was an engineer with Exxon CorporatioEgypt. Subsequently, he was affiliated with thevidrsity of Maryland in a number
research and teaching positions where much oflksarch focused on seoanductor laser and advanced filter design. Dr.gdMmdnem earne
his B.S. and M.S. degrees in Electrical Engineefiaog Ain-Shams University in Cairo, Egypt, and Ris.D. from the University of Maryland.
Much of his research focused on semi-conductor ldsgign, superconducting technology and advaritteddesign. Dr. Abdelmonem is a
Senior Member of the IEEE and has published nunsedoguments for industry conferences and tradengsir He holds five patents and has
ten patent applications pending. Dr. Abdelmonendfiain M.B.A. from the University of Chicago. Drbdelmonem assumed the role of Chief
Operating Officer during 2008.
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Dr. Calhoun has served as a director since Novet@@9 and served as the Chief Executive OfficehefCompany from November 1999 to
June 2002 and as Chairman of the Board from Nove2®@0 to September 2002, and interim Chairmahe&®Board from November 2007
through March 2008. Dr. Calhoun joined the Stevesstute of Technology in July 2003 as Executime_esidence, where he teaches in the
Undergraduate Program for Business & Technologthetowe School of Technology Management. Dr. @athhas spent 25 years in the
high-tech segment of the wireless communicatiodsstry. He previously worked for InterDigital Commications Corporation (NASDAQ:
IDCC), where he was involved for twelve years ia ffioneering development of digital cellular teclogy. Subsequently, he was Vice-
Chairman of Geotek Communications, and was Chairofiam engineering joint venture based in Israetidvelop a spread spectrum
frequency-hopping radio system for fleet radio caminations. He also served as Chairman of the BaaddAudit Committee for Airnet
Communications, a smart antenna and software-defadio technology company. He is also a membéneBoard of Clearstory Systems
(NASDAQ: CSYS.OB), a company in the business oftetmic content management and digital archivintwsare. In 2005, he joined the
Board of PlayLogic Entertainment, Inc. (NASDAQ: PC®B), a company in the business of developingmardishing videogames. Dr.
Calhoun holds one patent (on wireless system actuites), and has published several books on wgelemmunications, including the best-
selling Digital Cellular Radio (Artech, 1988). Hisost recent book is Third Generation Wireless Systd?ost-Shannon Signal Architectures
(Artech, 2003). He has also been a Visiting Prafeasthe Leiden University School of Managemerthimm Netherlands. Dr. Calhoun has a BA
degree from the University of Pennsylvania, and&Pfrom the Wharton School. Dr. Calhoun serveshenCompensation Committee and is
Chairman of the Audit Committee.

Mr. Folkebrant joined the Board during 2008, havépgnt more than 12 years with Ericsson, was Reashd CEO of Ericsson France, SA
where he built a very successful operation, andestand built a successful RF Amplifier and Ene®ygtems Organization in the USA. Most
recently he was the Chairman and President of ts&&A, Barcelona Spain and has helped build theg@an customer base for US-based
Paratek Microwave. Mr. Folkebrant serves on thdifand Governance Committees.

Mr. Fuentes was elected to the Board in Novemb8B2Ble is Founder of Clarity Communication Systelms, (“Clarity”), an Aurora, IL
wireless software and systems development compamef in 1998 and acquired by the Company duringaky 2008, at which time Mr.
Fuentes became an employee of ISCO. PreviouslyFMantes served at Lucent Technologies (formerlg&ABell Labs) for ten years in
various positions, most recently as a senior managsoftware development. Currently Mr. Fuentés ah the WESTEC Advisory Board. He
received a B.S. degree majoring in Aeronauticalifiegring with a second major in Computer ScienoefEmbry-

Riddle Aeronautical University.

Mr. Owings joined the Board in August of 2007. Mwings serves on both the Audit and Governancer@ittees, and is Chairman of the
Compensation Committee. Mr. Owings is currentlypyed as Vice President, Finance of Nortel NetwdikYSE: NT), and has
responsibility for the Carrier Networks busines3, sNlargest segment. The Carrier Networks busimeasglobal provider of hardware and
software solutions for the wire line and wirelesietommunications industry. Prior to joining Noytér. Owings served as Chief Financial
Officer of Ygomi LLC, a privately held technologiyrh based in Oak Brook, IL, Air Products and CheafgcInc, (NYSE: APD) in Allentown,
PA, and the Personal Communications Sector of Mtdoinc. (NYSE: MOT). Mr. Owings has a BS, in Acmtancy and a Masters in
Business Administration from Northern Illinois Uensity. He is also a member of the Executive AoiisBoard of the Northern Illinois
University School of Business.

Mr. Thode received his BSEE from the Universitylltifiois, his MSEE from lllinois Institute of Teclutogy, and his Master of Management
from J.L. Kellogg School of Management at NorthwestUniversity. He joined Motorola in 1979, and foe next 25 years held numerous
titles throughout its wireless industry businesssduding the Wireless Network Systems Group drd@DMA Systems Group. He has broad
experience in wireless network infrastructure aaddsets. He has led large product developmentm@gideering teams. He has also negotiated
substantial supplier and customer contracts andtstred numerous strategic relationships. Mostnbede served as Vice President & Gen
Manager, 3G Consumer Products, Personal CommumisaBector, where he created Motorola’s UMTS probtines. Before that, he was
Senior Director & General Manager, Wireless Accggstems Division. Mr. Thode served as the Compma@Yiief Executive Officer from
January 2005 until November 2007, when he joinell ©&rporation.

Audit Committee

The Audit Committee consists of three directors, ®eorge Calhoun (Chairman), Torbjorn Folkebramt &mhn Owings, all of whom are
“independent” as defined by the rules of the Se¢iesrand Exchange Commission and American Stock&hge (“AMEX"). The Board of
Directors has determined that Dr. Calhoun is andifRGommittee financial expert” as defined in regidns of the Securities and Exchange
Commission under the Sarbanes-Oxley Act of 2002.
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Code of Conduct

The Company has a Code of Business Conduct andsizthhich was attached as an exhibit to the Conip&903 Annual Report on Form 10-
K, filed with the SEC on March 30, 2004. The Compeequires all employees, officers and directoradbere to this Code in addressing the
legal and ethical issues encountered in conduttieiy work. The Code of Business Conduct and Etfégsiires that the Company’s employees
avoid conflicts of interest, comply with all lawadother legal requirements, conduct business moalest and ethical manner, and otherwise
act with integrity and in the Company’s best ins¢érd&he Company’s Code of Business Conduct and&thkiintended to comply with Item 406
of the SEC’s Regulation S-K and the rules of theefiman Stock Exchange.

The Code of Business Conduct and Ethics includesgalures for reporting violations of the Code, wihace applicable to all employees. The
Sarbanes-Oxley Act of 2002 requires companies ¥e paocedures to receive, retain and treat conmglagteived regarding accounting,
internal accounting controls or auditing matterd emallow for the confidential and anonymous swgiain by employees of concerns regar
guestionable accounting or auditing matters. TheeGuf Business Conduct and Ethics also includesethequired procedures.

Compensation Committee Interlocks and Insider Participation

During 2007, John Owings became Chairman of the ggmsation Committee of the Board of Directors. ®wings does not currently serve,
nor has he ever served, as an officer of the Cognpirere are no compensation committee interlogta/éen the Company and any other
entity involving the Company’s or such entity’s extive officers or board members. Mr. Folkebrarttpvjoined the Compensation Committee
during 2008, is neither an officer of the Company does he have any similar interlocks. Mr. Perved as acting Chief Executive Officer
from the date of Mr. Thode’s termination of emplamhduring November 2007 and until Mr. Reichard Wiasd in March 2008. Following
the hiring of Mr. Reichard, Mr. Pini ceased to Ipeoficer of the Company, and has never had arerlmtk.

M eetings

During the year ended December 31, 2007, the Boaldi 10 meetings. Except for Mr. Fenger, who edtdnded 40% of the Board meetings,
each director attended at least 75% of the agggerfahe number of Board meetings (during the geabhis service as a director). The Audit
Committee held 8 meetings during 2007. ExcepMuaorFenger, who attended 38%, each director agteérad least 75% of the aggregate
number of meetings (during the period of his senés a director). The Company does not have a fqraliay regarding director attendance at
Annual Meetings of Stockholders. However, the Conypdoes ask directors to use their best effortsetavailable for, and attend, the Annual
Meeting of Stockholders. All directors except Merger attended the 2007 Annual Meeting of Stocldrsld

Independent Directors

The Board has determined that Dr. Calhoun and MeBsikebrant and Owings are each “independen8uyaut to Section 121A of the
American Stock Exchange (“AMEX”) rules. Mr. Pisi élso independent, and though his recent sersiggerim CEO makes him unable to
serve on the Audit Committee, he is properly ablsdrve as an independent director and membeeddimpensation and Governance
committees.

Committees of the Board

The Board has established an Audit Committee, afgémsation Committee, and a Corporate Governanceniitter each of which is
comprised entirely of “independent directors” asttterm is defined under Securities and Exchangerfiission (“SEC”) and AMEX rules.

The Audit Committee, established in accordance ®#htion 3(a)(58)(A) of the Securities Exchange #ct934, as amended (the “Exchange
Act”), consists of three directors, Dr. Calhoun (Chairmbtr) Owings and Mr. Folkebrant. Mr. Powers sereedthe Committee until he retir
from the Board during June 2007, when his placetaisn by Mr. Fuentes prior to the acquisition tdrily, and ultimately Mr. Owings. Mr.
Fenger served on the Committee during 2007 anchadély terminated Board service during 2008, withdosition in the Audit Committee
taken by Mr. Folkebrant. All of these directorsrefare “independent” as defined by the rules ofSB€ and AMEX. The Board of Directors
has determined that Dr. Calhoun is an “Audit Contemsifinancial expert” as defined in regulationshef SEC under the Sarbanes-Oxley Act of
2002. The Audit Committee has responsibility fdestng the Company’s independent auditors, revigvthe plan and scope of the audit,
approving any non-audit services provided by then@any’s independent auditors, reviewing the Com{saaydit and control functions,
oversight of the Company’s insider trading poliegaeporting to the full Board regarding all of fioeeegoing. The Audit Committee held eight
meetings in 2007.
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The Compensation Committee consists of Mr. Owirigjsa{rman), Mr. Pini and Mr. Folkebrant. Dr. Singeas a member of the Compensa
Committee until March 2007, when he terminated Baaarvice. Mr. Powers retired from the Board arel@ommittee during June 2007. Mr.
Fuentes served on the Committee prior to the aitiquiof Clarity by ISCO. The Compensation Comestthas responsibility for
recommending to the Board guidelines and standafdng to the determination of executive compéosareviewing the Company’s
executive compensation policies and reporting ¢éoftitl Board regarding the foregoing. The CompédnsaCommittee also has responsibility
for administering the Company’s 2003 Equity InceatPlan, as amended (the “2003 Plan”), determitieghumber of options and shares of
restricted stock to be granted to the Company’suatkee officers and employees pursuant to the Z2@8 and reporting to the full Board
regarding the foregoing functions. The Compensafiommittee has responsibility for approving all extave compensation, has oversight
authority over Management recommendations for tmepensation of other employees, and must spedjfiapprove each award under the
2003 Plan, regardless of the award level or rectpiehe CEO will from time to time prepare analysé€ompany and/or individual
performance, including of Named Executive Offic@M&Os) and may recommend a specific course of mctittimately the Compensation
Committee, in conjunction with the full Board fagsificant items as it and the Board deem appra@risuch as final approval of a new
employment agreement with the CEO), has the aughtariaccept, change, or reject these analysesarafommendations. The Compensation
Committee may retain and terminate compensatiosudtants and/or attorneys to assist in the evalnaif director, CEO, executive officer, or
other compensation, including the sole authoritggprove related consultant/legal fees and othientien terms. The Compensation
Committee held four meetings in 2007.

The Corporate Governance Committee was formed g@@®4 and consists of Mr. Pini (Chairman), Mr. @gs and Mr. Folkebrant. Mr.
Fuentes served on this Committee prior to the aitipm of Clarity by ISCO, and Mr. Fenger servedtbis Committee prior to the termination
of his Board service during 2008. The Corporategsmance Committee acts as both the Board’s cagg@ernance committee and
nominating committee. The Corporate Governance Citteareviews and makes recommendations to thedBegiarding Board organization,
membership (including the identification and recoematation of potential candidates for election ® Bwoard), function and effectiveness, and
committee structure, membership, function and &ffeness. The Corporate Governance Committee eesltlae performance of the Board as
a whole, the Committees and the individual dirextdhe Corporate Governance Committee held foutingeduring 2007.

Director Nominations

The Corporate Governance Committee currently seaserir nominating committee. The Corporate Govera&ommittee seeks director
candidates based upon a number of qualificatiordyding their independence, knowledge, judgmdmdyacter, leadership skills, education
and experience. The Corporate Governance Comnpittieeularly emphasizes significant experiencehmwireless telecommunications
industry.

As part of the process of selecting Board candgjdbe Corporate Governance Committee reviewspheogriate skills and characteristics
required of Board members. The Corporate Govern@oremittee does not generally rely upon third-padsirch firms to identify board
candidates. Instead, it relies on recommendatiams & wide variety of its business contacts, initlgcturrent executive and other officers,
directors and stockholders, as a source for pateBtiard candidates. The Corporate Governance Ctieer@valuates the above criteria as
as the current composition of the Board and thel fi@eaudit committee expertise. The Corporate Guaece Committee then recommends to
the Board for nomination the candidates which lidves best suit the needs of the Company.

In accordance with the provisions of our By-Lawst@ckholder entitled to vote at such meeting mawpinate candidates for election to the
board of directors.

A stockholder who wishes to nominate a directordidete must timely deliver a notice to the Secsetdithe Company delivered to, or mailed
and received by, the Secretary of the Companyegptimcipal executive offices of the Company atiLl@ambridge Drive, Elk Grove Village,

IL 60007. To be timely, the notice must be delizenet less than 60 days nor more than 90 days farittre meeting; provided, however, that if
the Company has not publicly disclosed (in the neapmovided in the By-Laws) the date of the meetihtpast 70 days prior to the meeting
date, the notice must be received not later thartlbse of business on the tenth day followingddwe on which the Company publicly disclo
the meeting date.

To be in proper written form, a stockholder’s netto the Secretary must set forth (a) as to eadopavhom the stockholder proposes to
nominate for election as a director all informatrefating to the person that would be requiredddaisclosed in solicitations of proxies for
election of directors, or is otherwise requiredeath case pursuant to Regulation 14A of the Exghdwct, including such person’s written
consent to being named in the proxy statementrasranee and to serving as director if elected; @)ds to the stockholder giving the notice
(i) the name and record address of such stockhaklérey appear on the Companiboks and (ii) the number of shares of the Compdrich
are beneficially owned by such stockholder, bysksd series.

Stockholders’ nominees that comply with these places will receive the same consideration at theuahMeeting of Stockholders that other
nominees receive.
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Policy for Stockholder Communication with Directors

Stockholders may communicate with the memberseBibard of Directors, either individually or colteely, by writing to the Board at 1001
Cambridge Drive, Elk Grove Village, IL 60007. Thesemmunications will be reviewed by the office loétCompany’s Corporate Secretary as
agent for the non-management directors in fadtigatlirect communication to the Board of Directdrbe Secretary’s office will treat
communications containing complaints relating tocamting, internal accounting controls, or auditmgtters as reports under the Company’s
Whistleblower Policy. Further the Secretary’s dffiwill disregard communications that are bulk msdljcitations to purchase products or
services, not directly related either to the Conypamto the non-employee directors’ roles as mesbéthe Board, sent other than by
stockholders in their capacities as such or frontiqadar authors or regarding particular subjebtst the non-employee directors may specify
from time to time, and all other communications ethdo not meet the applicable requirements orr@ittescribed below, consistent with the
instructions of the non-employee directors.

General Communications

The Secretary’s office will summarize all stockheidommunications directly relating to the Companylsiness operations, its Board, its
officers, its activities or other matters and opipoities closely related to the Company. This sumynaad copies of the actual stockholder
communications will then be circulated to the Cimein of the Corporate Governance Committee on adhilyédasis.

Stockholder Proposals and Nominations

Stockholder proposals are reviewed by the Secretaffice for compliance with the requirements $aich proposals set forth in the Company’
Bylaws and in Rule 14a of the Exchange Act andessitbed in this Statement. Stockholder proposalsmeet these requirements will be
summarized by the Secretary’s office. Summariescapies of the stockholder proposals are circultagde Chairman of the Corporate
Governance Committee.

Stockholder nominations for directors are revielgdhe Secretary’s office for compliance with tleguirements for such nominations that are
set forth in the Company’s Bylaws and as describelis Proxy Statement. Stockholder nominatiorsd theet these requirements are
summarized by the Secretary’s office. Summariescapies of the nominations are circulated to thaifman of the Corporate Governance
Committee.

Retention of Shareholder Communications

Any stockholder communications which are not ciatedl to the Chairman of the Corporate Governaneenaitiee because they do not meet
the applicable requirements or criteria descrildmalra will be retained by the Secretary’s office éfeast ninety calendar days from the date
on which they are received, so that these commtioitamay be reviewed by the non-employee diredtorghom they were addressed should
any of the non-employee directors elect to do so.

Distribution of Shareholder Communications

Except as otherwise required by law or upon theestgof a non-employee director, the Chairman efGbrporate Governance Committee will
determine when and whether a stockholder commuaitahould be circulated among one or more memtifatee Board and/or Company
management.

Executive Officers

Set forth below is a table identifying executivéiadrs of the Company who are not identified in thieles entitled “Directors.” Biographical

information for Mr. Reichard, Mr. Fuentes and Dbd®lmonem are set forth above under “Directors.”

Name Age Position with Company

Frank Cesarit 38 Chief Financial Office
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Mr. Cesario joined the Company during August 209@antroller and served as Acting Chief Financitild®r beginning April 2002 and has
served as Chief Financial Officer since Decemb@&22®reviously, Mr. Cesario was Group Controllerdopper and brass producer
Outokumpu Copper, Inc. and subsidiaries, a U.Sugreith approximately $500 million in annual reverand owned by Helsinki-based
Outokumpu Oyj. Mr. Cesario has an MBA (FinancejrfrbePaul University in Chicago, a B.S. in Accoumtafrom the University of lllinois,
and began his career at KPMG Peat Marwick.

The Board of Directors elects officers annually andh officers, subject to the terms of certain legpent agreements, serve at the discretion
of the Board. See “Executive Compensation”. The gamy has entered into employment agreements wittRlichard, Mr. Fuentes, Dr.
Abdelmonem and Mr. Cesario. There are no familgti@hships among any of the directors or execuifieers of the Company.

Section 16(a) Beneficial Owner ship Reporting Compliance

Section 16(a) of the Securities Exchange Act 0f41@3 amended, requires the Company'’s officerdéfised under Section 16(a) of the
Securities Exchange Act), directors and personsavito greater than 10% of a registered class o€tirapanys equity securities to file repo
of ownership and changes in ownership with the SE&3ed solely on a review of the forms it has neiand on written representations from
certain reporting persons that no such forms wegeired for them, the Company believes that du2@@7 and through the date of this report ,
except for the initial filing for Mr. Folkebrant op becoming a director, subsequently reported amFoby Mr. Folkebrant, the forfeiture of
2,000,000 shares of common stock by Amr Abdelmoaaththe forfeiture of 4,000,000 and terminatiomofadditional 500,000 shares by
John Thode, all of which awards and purchases s#isequently reported on Form 4 by the respedtars fall of the Section 16(a) filing
requirements applicable to its officers, directansl 10% beneficial owners were complied with byhspersons.

Item 11. Executive Compensation

The following table provides information concernithg annual and long-term compensation for seniiced capacities to the Company for
the years ended December 31, 2007 and 2006 aic) person who served as the Company’s chief eixecufficer and (ii) the two most
highly compensated executive officers whose saad/bonus for services rendered in all capacitiese Company for the fiscal year ended
December 31, 2007 exceeded $100,000 (collectitiedy;Named Executive Officers”).

Director Compensatioffihe following Director Compensation table setsHonformation concerning compensation for serviegslered
by directors of the Company for fiscal year 2007 .

Changein
Pension Value
and Nonqualified

Non-Equity Deferred
Fees Earned or I ncentive Plan Compensation All Other
Paid in Cash Stock Awards Option Awards Compensation Earnings Compensation Total
Name (©) ® ® ©) ® ® ()
James Fuente$ 31,60($ 10,80( None None None None$  42,40(
4
Dr. George $ 28,60($ 9,70( None None None None$  38,30(
Calhoun
Michael $ 14,40($ 4,60( None None None None$  19,00(
Fenger (1
Ralph Pini (5)% 26,60($ 9,30( None None None None$  35,90(
Tom Powers $ 15,00($ 5,20(C None None None None$  20,20(
2
John Owings $ 11,30($ 3,30¢ None None None None$  14,60(

(1) Mr. Fenger left the Board of Directors during 2(

(2) Mr. Powers retired from the Board of Directors dariJune 200

(3) Mr. Folkebrant joined the Board of Directors duri2@08

(4) Mr. Fuentes did not become an employee of the Cagnpatil January 2008, and thus received compemsas a nommploye:
director

(5) Mr. Pini was not compensated as a-employee director while he served as interim CEOv@nber 200— March 2008

6
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Stock award value is based on the price of the @myip stock on the date of grant, consistent with@ompanys accounting expense for st
grants under FAS 123(R). Directors are paid foviser capacity and committee involvement. The Comypdoes not pay for meetings, beyond
reimbursement of reasonable expenses, nor do&otin@any penalize directors for failing to attenghiaimum number or percentage of
meetings.

During 2007 the Company provided Non-Employee Does; in addition to certain cash payments as destibelow, a grant of 25,000
restricted shares of the Company’s common stogkaat of 12,500 restricted shares of common stockdrvice as the chairman of the Board
of Directors or one of the Board’s three committessl a grant of 7,500 restricted shares of comstaek for service on a Board committee.
All such grants vest over one year on a quartebison September 15, December 15, March 15 arel1Rinf the service year. This
compensation is intended to vest as closely agipahto the relevant service period, in this cisen the June 2007 annual meeting of
shareholders.

During 2007 the Board also provided cash paymenit$oin-Employee Directors for their service to thentpany. Under this program, non-
employee directors received $1,800 per month fosisg on the Board. In addition, the respective i@han of the Board and the three
committees (Audit, Compensation, and Governanog) ezceived $400 per month for such service. NomplByee Directors who serve on
these committees in roles other than chairman eszgived $300 per month. This 2007 program wasjsndtended to be an annual program
until such time as the program is changed.

All non-employee directors are reimbursed for the@sonable out-of-pocket expenses incurred imditig Board and Committee meetings.

Summary Compensation Table

Changein
Non Equity Znegsmn Value
B Stock Optionsincentive Plan Nonaualified All Other Total
Salary onus Awards Awards Compensation q Compensation
© (®) ® ®  Plan peferred (@) ®)
$) Compensauon
Earnings
®
John Thode (1)
President and Chief
Executive Officel
2007
322,000 160,000 - - - - 482,000
2006 300,000 50,000 320,000 - - - - 670,00C
Dr. Amr Abdelmonem
2
Chief Technology
Officer
2007
255,000 - 277,500 - - - - 532,500
200 250,000 277500 - - - - 535,000
7,500
Frank Cesario
Chief Financial Officer
2007 180,00C - 68,750 - - - - 248,75C
2006 172,000 15,000 47,675 - - - - 234,675

(1) Mr. Thode's employment with the Company terrtédaduring November 2007. This event reduced bothsalary for the year ($350,000
per his employment agreement), but also causeddforfeit 50% of his stock award for 2007.

Mr. Ralph Pini became the Company's interim CEQruNovember 2007. His total cash compensatior2@®7 was $21,000. While no stock
award was made for Mr. Pini during his tenure dd2he Compensation Committe of the Board annalitiea it expected to award Mr. Pini
$500 of restricted stock per week of service asrimt CEO. Had that occurred for his tenure duriB@2 he would have received
approximately $4,000 of stock awards for the period

(2). Dr. Abdelmonem became the Company's Chief &tjyey Officer during 2008.
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OUTSTANDING EQUITY AWARDSAT DECEMBER 31, 2007 and 2006:

Option Stock Awards
Awards
Equity
Incentive
Plan
Awards:
Market
Equity Market EQuity or Payout
Incentive Number of Valueof neentive  Valueof
Number of Number of Plan _ Sharesor Sharesor Plan Awards: Unearned
Awards: Number of  Shares,

Securities  Securities
Underlying Underlying
Unexercised Unexercised

Number of Option

Unitsof  Unitsof

e N Option  gock That Stock
Securities  Exercise Expiration javeNot That

Unear ned Unitsor
Shares, Units Other

g _ Under|y|ng Price Date of Other nghts
Options (#)  Options (#) Unexer cised Vested Have Not RightsThat That
Vested
Unear ned Have Not Have Not
Options Vested Vested
Exerciseable Unexercisable
Name (#) %) ) # (%) # (%)
As of December 31, 201
John Thodk¢ 1,100,001 - - $0.4: 2/2/200¢ - - - -
Dr. Amr. .
Abdelmonerr 262,49¢ - - $0.11 1/1/201: - - - -
Frank Cesarir - - - - - 187,50( $ 35,62! - -
As of December 31,20(
John Thodk¢ 1,100,001 - - $0.42 2/2/200¢ 1,000,00'$ 340,001 2,000,00'$ 680,001
Dr. Amr .
Abdelmonerr 262,49¢ - - $0.11 1/1/201: 750,00($ 255,001 1,000,001 $ 340,00t

Frank Cesarit - - - -

- 375,00($ 127,501

(1) Mr. Thode's options expire of ten years follogvthe date of grant or sixty days following teration of employment.

PENSION BENEFITS

The Company does not have a defined-benefit pemsisimilar program. It maintains a Defined Conttibn 401(k) program.

2007 and 2006 NON-QUALIFIED DEFERRED COMPENSATION
The Company had no such programs to disclose.
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EMPLOYMENT AGREEMENTSAND POTENTIAL PAYMENTSUPON TERMINATION OR CHANGE IN CONTROL
Reichard Employment Agreement

On March 10, 2008, the Company entered into an @ynpént agreement with Mr. Reichard. The term ef éigreement is for tv
years; provided however, that upon the eigh-month anniversary of the Effective Date and eaghttareafter, the term of the Employn
Agreement will be extended for one additional dayess the Company provides written notice to MricRard that it will not extend tl
term. Mr. Reichard annual base salary will be $250,000 for the fikgtlve months. Prior to the 12 month anniverssrthe agreement, t
Company and Mr. Reichard will negotiate in goodHfain increase in base salary for months 13 thr@4ghMr. Reichard is also eligible fo
cash performance bonus of up to $80,000, proviledCtompany achieves certain mutually agreed updorpgance goals. Bonus payme
will be payable promptly upon the Compasconclusion that the performance measures have deeeved, and in no event, later thar
filing date of the Company’s Annual Report on FatGK for that particular year. Mr. Reichard wik lable to participate in the Company’
benefit plans, subject to applicable eligibilitydaparticipation requirements. Mr. Reicha@mployment may be terminated at any time. |
Company terminates Mr. Reichard without Cause or Reichard resigns from the Company for Good Redgaich as defined in t
employment agreement) prior to six months of cardius employment, Mr. Reichard will receive montegverance payments equal to 1/
of his base salary for a period of three monthsddition to accrued but unpaid base salary andaangued but unused vacation as of the
of termination. If the Company terminates Mr. Rwird without Cause or Mr. Reichard resigns from@uenpany for Good Reason after
months of continuous employment, Mr. Reichard vaieive monthly severance payments equal to 1/f2tlis base salary for a period of
months, in addition to accrued but unpaid basensalad any accrued but unused vacation as of ttee @fatermination. If Mr. Reichard’
employment is terminated for any other reasonuiliclg termination by the Company for Cause, Mr.cRaid will be entitled to payment
accrued and unpaid salary and accrued but unusedioa through the date of such termination. MeidRards employment agreement ¢
contains customary restrictive covenants, includiog-competition and noselicitation provisions for a period of two yeadldwing the
cessation of employment.

In addition to the employment agreement, the Compaiso entered into a restricted stock award agee¢niReichard Stoc
Agreement”) with Mr. Reichard, pursuant to whicle tBompany granted Mr. Reichard 2,000,000 sharagdificted stock (theReichar
Restricted Shares”). Under the Richard Stock Agesd, Mr. Reichard is eligible for additional grauatf up to 3,000,000 shares (tHeeichart
Performance Shares”Yhe Reichard Restricted Stock shall, if Mr. Reichhes been continuously employed through the \gstate, to th
Company, as applicable, through the following datest pursuant to the following schedule: i) 280,@n March 17, 2008; ii) an additio
250,000 on August 30, 2008; iii) an additional ®@®, on February 28, 2009; iv) an additional 500,660August 30, 2009; v) an additio
250,000 on February 28, 2010; and vi) an additi@®&l,000 on August 30, 2010. For fiscal years 28082009, Mr. Reichard is eligible, uj
attainment of performance goals determined by th@any, for grants of up to 1,500,000 of additiomstricted shares for each fiscal ye:
follows: 500,000 shares upon attainment of 80%hefgpecified performance goals, 1,000,000 totaleshapon achievement of 100% of
specified performance goals and 1,500,000 totakshapon achievement of 130% of the specified pedoce goals, or an interpolated ami
for accomplishing between 100% and 130% of apprgexfbrmance goals. For the 2009 fiscal year, tasldil restricted shares and/or ¢
compensation may be considered by the Compendatomittee if performance exceeds 130% of specdieals.

Upon termination of Mr. Reicharsl’service to the Company for any reason or foraason, any shares of Reichard Restricted !
which have not prior to the effective date of stetmination become vested will be forfeited andaddlitional Reichard Performance Sh
will be issued. However, if, Mr. Reichard is tenafed without Cause prior to December 15, 2009, &0 shares of Reichard Restric
Shares will vest as of the date of the terminatifrthere occurs a Change in Control of the Conyp@s defined in the Reichard Restric
Stock Agreement) prior to December 31, 2009 andR&ichard remains in continuous service to the Gomphrough the date of that Cha
in Control, then immediately prior to (but contimyaipon) the occurrence of that Change in Contngl @anvested Reichard Restricted St
will vest and the Reichard Performance Shares wikersubject to issuance under the Reichard RextriStock Agreement based
performance in the fiscal year of the Change int@dmvill be issued to the extent that performafmethe portion of that year that transp
prior to the Change in Control meets or exceedsadgia portion of the performance goals specifiedigyBoard for that year. The Reich
Restricted Stock and the Reichard Performance Shegee granted pursuant to the terms of the 2083. Pl

Abdelmonem Employment Agreement

On February 19, 2008, the Company entered into greénent with Dr. Amr Abdelmonem to include hisvéer as the Company’
Chief Operating Officer in addition to his contimleervice as the CompasyChief Technology Officer. This agreement repiadtiee
employment agreement between Mr. Abdelmonem andCtmapany dated January 1, 2006 (the “Prior Employmgreement”).Except a
noted below with respect to his annual bonus oppdst, this new agreement continues Dr. Abdelmorgeaemployment with the Company
substantially the same terms, including salaryireder the Prior Employment Agreement. Under Drdélmonem$ employment agreeme
Dr. Abdelmonem’s annual base salary is $255,00@iestito future adjustment as determined by the @areation Committee.
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Under the Prior Employment Agreement, Dr. Abdelnmongas eligible for a cash annual bonus of betweéearitl 100 percent of |
base salary, based on the achievement of perfoengpels established by the Board or the Compems&immmittee. Under the n
employment agreement, Dr. Abdelmonem continuesetellgible for an annual bonus based on the achieu¢ of corporate and individt
goals established by the Board or the Compens&@mnmittee, but that bonus will generally be paidirares of restricted stock, with uf
1,000,000 restricted shares with immediate vestiag be awarded. The Board reserves the rightsidigicretion, to make additional award
cash or stock for extraordinary performance in sga# plan goals. No bonus will be payable toAlxdelmonem with respect to a given y
if he fails to be employed by the Company throuwhfirst day of the following year (or, in the cafea termination by the Company for cal
through the date of actual bonus payment). Dr.eMbdnem$ employment may be terminated at any time. If@oenpany terminates [
Abdelmonem without cause or Dr. Abdelmonem resfgngood reason (as defined in the employment agea¢), he will receive a lump st
payment equal to 50% of his base salary, any aim@gabonus earned for the fiscal year of termimgtand waiver of the applicable premi
for COBRA continuation coverage in the Compankealth plan(s) for a period of six months. If @@mpany terminates Mr. Abdelmonem
cause (as defined in the employment agreement)ilhbe entitled only to the payment of accrued amgbaid salary through the date of <
termination. The employment agreement also contistomary restrictive covenants, including a cavgmot to compete with the Comp:
for a period of six months following the cessatadrhis employment.

In connection with his continued employment, thempany also entered into a restricted stock agreerftee “Abdelmonen
Restricted Stock Agreement®jith Dr. Abdelmonem, pursuant to which the Compamgnted Dr. Abdelmonem 1,200,000 shares of rest
common stock (the “Abdelmonem Restricted Stockte Restricted Stock was granted under the 2003 Btad is subject to vesting base
Dr. Abdelmonems continued service to the Company over a periodppiroximately 23 months (subject to acceleratipopnua change
control of the Company). In addition, as contertgadaby the New Employment Agreement, Dr. Abdelmorngmligible for a grant request
the Compensation Committee of the Board of Director each of the 2008 and 2009 fiscal years etpu&00,000 restricted shares u
achievement of 80% of specified performance gaalsmtal of 650,000 restricted shares upon achiememiel100%of specified performan:
goals, and a total of 1,000,000 restricted shap tachievement of 130% of specified performancalgyoor an interpolated amount
accomplishing between 100% and 130% of approvefbpeance goals. For the 2009 fiscal year only, @aidkl restricted shares and/or ¢
compensation may be considered by the Compens&@@nmittee if performance exceeds 130% of goald. séith performancéase:
restricted shares will vest on the filing date loé tCompany’s Form 1B-for each of the 2008 and 2009 fiscal years, gdiegble, if Dr
Abdelmonem remains continuously employed by the gamy through that filing date and the performancalg specified by the Compe
with respect to that fiscal year have been achievidee performance goals, which may include intetisie goals, the achievement of wt
will result in partial vesting, will be determinday the Company, based on the Compamyperating plan for the applicable year, and i
communicated to Dr. Abdelmonem not later than 9 dallowing the start of the applicable year.

Cesario Employment Agreement

On February 6, 2006, the Company entered into aredéxgent with Mr. Cesario to continue to serve asGbmpanys Chief Financi:
Officer (the “Cesario Employment Agreement”). MEesarios annual base salary was $172,000 as of the ef#edtte of the Cesa
Employment Agreement and was $180,000 for 2007.®ésario was awarded a cash bonus of $15,000 #ihtppomptly. Mr. Cesario al
received a grant of 250,000 shares of common dfwakwill vest on a quarterly basis over the follogvtwo years. Mr. Cesario is eligik
subject to the Comparg/incentive compensation programs as they may ehfiog time to time, to receive an additional 128, 0estricte
shares of common stock if the Company exceedsiitsia business plan by 50%, or 250,000 restrickedes of common shares of comtr
stock if the Company exceeds its annual business py 100%. Such shares, if granted, would vest-samually over two years from the d
of such award. In addition, Mr. Cesario is eligifde a cash bonus of up to 25% of his annual sdtased upon meeting mutually agreed t
goals. Mr. Cesario is eligible to participate ie tBompanys benefit plans, subject to applicable eligibikityd participation requirements. |
Cesarios employment may be terminated at any time. If @wnpany terminates Mr. Cesario without Cause (dmetkin the Cesar
Employment Agreement), he will receive his basaryalor three months, as well as any bonus earnedgl his employment period and :
vested equity awards as of his termination date.
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Fuentes Employment Agreement

Mr. Fuentes became an employee of the Company tfgooonsummation of the acquisition of Clarity gnmulsuant to an employme
agreement. Pursuant to the employment agreemanti-léntes will report to the Company’s Chief Extea Officer (“CEO”) to assist th
CEO in the coordination and integration of the Camys operations with the combined entity and perfouthsother duties as the CEO r
assign to Mr. Fuentes. During the term of the e@ylent agreement, Mr. Fuentesase salary is $240,000 per year. The term c
employment agreement is for two years; providedyéwer, that upon the eighteen month anniversathefstart of his employment and e
day thereafter, the term of the agreement will Xtereded for one additional day unless and untilGloenpany provides written notice to |
Fuentes that such extension will not occur. If Muentesemployment ceases due to a termination by the Coynpther than for Cause or
Mr. Fuentes for Good Reason (as those terms ameedeiih the employment agreement), then subjedrtoFuentes’compliance with certa
covenants, Mr. Fuentes will receive (i) monthly eance payments equal to 1/12th of his annual &asey for the lesser of: (x) three mor
or (y) the number of whole months remaining in tidwen of the agreement as of the date of his tertioinand (ii) any accrued but unpaid
salary and any accrued but unused vacation asaddte of Mr. Fuentes’ termination. Mr. FuenteB @ontinue to serve on ISC&Board &
least for the remainder of his term as director.

Thode Employment Agreement

On January 10, 2006, the Company entered into eeeagent with Mr. Thode, to continue to serve asGbenpanys President at
Chief Executive Officer (the “Thode Employment Agneent”). This agreement superseded the letter agreemeneéetidr. Thode and t
Company, dated January 6, 2005. Mr. Thedeinual base salary was $300,000 in 2006 and @35@; 2007, and shall was subject to fu
adjustment as determined by the Compensation Cdsenitf the Board of Directors (the “Compensatiorm@uttee”). Mr. Thode was als
entitled to certain performance bonuses, provided €ompany achieves certain specified performanealsgas determined by !
Compensation Committee. Additionally, the Comparstockholders approved the issuance of 6,000 0@@s of restricted stock to Mr. The
as further incentive and compensation. The resttistock was subject to both a time vesting andrfopnance vesting component, as fur
described in the form of restricted stock awardeagrent attached as an exhibit to the Thode Emploiymgreement. Mr. Thode was a
granted a signing bonus of $50,000, which was painptly following the execution of the Thode Empitent Agreement. Mr. Thode w
able to participate in the Company’s benefit pladject to applicable eligibility and participaticequirements.

Mr. Thode’s employment may be terminated at any time. [fGbenpany terminates Mr. Thode without Cause or Miode resigns ft
Good Reason (both as defined in the Thode Employmgreement), he will receive a lump sum paymentaédo his base salary, an anr
bonus for the fiscal year of termination, and waiekthe applicable premium for COBRA continuatiooverage in the Company’s health plan
(s) for a period of twelve months. If the Compaesntinates Mr. Thode for cause (as defined in thedEHEmployment Agreement), he will
entitled only to the payment of accrued and unpaldry through the date of such termination. ThedEhEmployment Agreement also cont
customary restrictive covenants, including a comemat to compete with the Company for a periotiwalve months following the cessatior
his employment.

During October 2007, John Thode tendered his rasigm as the CompanyPresident and CEO. The Thode Employment Agretma;
terminated in conjunction with Mr. Thode’s resignatfrom the Company. Mr. Thode remained a menolbéne Board.
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Item 12. Security Ownership of Certain Beneficial Ownersand Management and Related Stockholder M atters

Equity Compensation Plan Infor mation

The following table gives information about the Guany’s common stock that may be issued upon theciseeof options, warrants and rights
under the Company’s 1993 Plan and under the 2008\Eqcentive Plan as of December 31, 2007.

Number of Securities
to beissued upon
exer cise of
outstanding Options,

Weighted-average
exercise price of
outstanding options,
warrantsand rights

Plan Category

Number of Securitiesremaining
availablefor futureissuance under
equity compensation plans
(excluding securitiesreflected in
second column)

warrantsand rights

Equity compensation plans approvay

. 7,327,89. $0.3¢ 23,896,541 (-
security holder:
Equity compensation plans not appro . i
by security holder 1,100,00 $04 @)
Total 8,427,89. $0.3] 23,896,541 (-

(1) The 1993 Plan terminated in August 2003 and walsiced by the Plan. At the Annual Meeting of Staulklers held in Decemk
2005, the Company's stockholders voted to apptowaltiocation of 12 million shares of common ktaxthe Plan, included above, and also
clarified the use of up to 5 million shares in Bian that were allocated to the 1993 Plan but wkimately unused. During the Annual Meet

of Stockholders held in June 2006, the Compangtkbblders voted to approve an additional incréaske Plan of 6 million shares of
common stock that corresponded to a grant of odsttishares to John Thode that was not contempdatbe time of the December 2005
increase. During a sepcial meeting of stockholtietd in December 2007, the Company's stockholaereased the number of shares of
common stock in the Plan by 15 million shares.t@t humber, approximately 13 million shares areme=d for issuance to the Clarity
employees who remained with the combined entityp¥fahg the merger in accordance with the termshefrnerger agreement. This reservation
is not deducted from the outstanding number ofeshas of December 31, 2007 in the table above.

(2) These securities represent shares of ConBiack issuable upon exercise of stock optionstgcato John Thode pursuant to a
letter agreement dated January 2005. Such optiens iwsued outside the Plan.

The following table sets forth information regamlithhe beneficial ownership of Common Sock as ofdia@1, 2008, except as otherwise
indicated in the relevant footnote, by (1) eactsparor group that the Company knows beneficiallp®wore than 5% of Common Stock, (2)
each of the Company’s directors and director noesn€3) the Named Executive Officers, and (4) aitent executive officers and directors as
a group. Unless otherwise indicated, the addresscifi person identified below is c/o the Compariisgirincipal executive offices.
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The percentages of beneficial ownership shown bel@based on 223 million shares of Common Stotstanding as of March 31, 2008,
unless otherwise stated. Beneficial ownership isrd@ned in accordance with the rules of the Séiesrand Exchange Commission and
generally includes those securities over whichragremay exercise voting or investment power. lditazh, shares of Common Stock which a
person has the right to acquire upon the exerdiseok options and/or warrants within 60 dayshaf tlate of this table are deemed outstanding
for the purpose of computing the percentage owieighthat person, but are not deemed outstandingdmputing the percentage ownership
of any other person. Except as indicated in thénfmes to this table or as affected by applicabl@munity property laws, the persons name
the table have sole voting and investment power wspect to all shares of Common Stock benefjc@adined.

Number of Shares

of Common Stock Per cent

Beneficially Owned of Class
5% Stockholders
Alexander Finance, LF 91,420,71(1) 35.2%
Elliott Associates, L.F 55,523,83(2) 21.2%
Elliott International, L.P 19,904,15(2) 7.7%
Directors and Named Executive Officers
Gordon Reichard, J 150,00((3) *0
Amr Abdelmonen 1,204,49(4) *
George Calhou 1,080,04(5) *
Torbjorn Folkebran 7,91¢6) *
Jim Fuente: 13,076,56(7) *
John Owings 30,00((8) *
Ralph Pini 271,8749) *
John Thodke 1,057,501(10) *
Frank Cesarit 563,87((11) *
All directors and executive officers as a groupésons 16,376,84(12) 7.C%

* Less than 1%.

(1) As reflected in a Form 13D dated March 20, 200& atidress for Alexander Finance, L.P. is 1560 Saerfivenue Evanston,
IL 60201. Includes affiliates. Also includes apgmately 43 million shares issuable upon conversibconvertible deb

(2) The address of Elliott Associates, L.P. is 712h-Kvenue, New York, New York 10019 and the addaddslliott International, L.P. i
c/o Elliot International Capital Advisors, Inc. 7E#th Avenue New York, New York 10019. Includdfilamtes. Also includes
approximately 36 million shares issuable upon cosiva of convertible deb

(3) Mr. Reichard joined the Company during March 2(

(4) Includes outstanding options to purchase 262,488shwhich were exercisable as of March 31, 200®&jthin 60 days from such
date.

(5) Includes outstanding options to purchase 920,83a8shwhich were exercisable as of March 31, 200&jthin 60 days from suc
date.

(6) Mr. Folkebrant joined the Compéa’s Board of Directors during February 20

(7) Includes outstanding options to purchase 160,086eshwhich were exercisable as of March 31, 260&ithin 60 days from such
date.

(8) Intentionally left blank

(9) Includes outstanding options to purchase 110,088eshwhich were exercisable as of March 31, 260&ithin 60 days from
such date

(10) Intentionally left blank

(11) Intentionally left blank

(12) Includes outstanding options to purchase 1,453sB32es, which were exercisable as of March 31, 2808&ithin 60 days from suc
date.

13




Table of Content

Item 13. Certain Relationships and Related Transactions and Director | ndependence
Eventsduring 2007

Merger with Clarity

On November 13, 2007, an Agreement and Plan of &tgtbe “Merger Agreement”) was entered into by antbng ISCO, ISCO lllinois, Inc.
(“Merger Subsidiary”), a wholly owned subsidiaryl&CO, Clarity and Jim Fuentes, for himself andnesrepresentative of certain Clarity
rightsholders. Pursuant to the Merger Agreemeatohtained all of the outstanding stock of Clatfitsough a merger in which our wholly
owned subsidiary, ISCO lllinois, Inc. (“Merger Sidiary”) merged with and into Clarity with Clarityeing the surviving corporation and a
wholly owned subsidiary of our Company (the “MergeWe issued shares of our Common Stock as ceriithn for the Merger. Mr.
Fuentes was the sole stockholder and PresidenChiedl Executive Officer of Clarity. Mr. Fuentesshiaeen a member of the Companoarc
of Directors since November 2003 and served asr@@aai of the Board from January 2006 until June 2007

Pursuant to the Merger Agreement, ISCO will isspéauan aggregate of 40 million of its common stockxchange for all of Clarity’s stock,
which was held entirely by Mr. Fuentes, and sattéfa of rights under certain Clarity incentive at@mmpensation plans.

Mr. Fuentes will be allocated approximately 65%twf 40,000,000 shares of common stock issuablerinection with the Merger. Assuming
Mr. Fuentes is issued all of the shares he isl#édb receive in connection with the Merger, MueRtes will beneficially own approximately
11% of ISCO’s outstanding common stock. Furtheembtr. Fuentes was released from his obligatiogu@aranty up to $1,500,000 drawn
under Clarity’s line of credit arrangement. In gideh, the Company reimbursed certain professiéeas and expenses of Clarity relating to the
Merger up to an aggregate of $375,000.

Employment and Registration Rights Agreement with Jim Fuentes

In connection with the Merger, the Company enténgalan employment agreement with Mr. Fuentes, Wisadescribed under “Executive
Compensation” in this Report on Form 10-K/A. Irddibn, the Company filed a registration statenmmmtorm S-3 with the SEC, which was
declared effective February 14, 2008, pursuantregsstration rights agreement with Mr. Fuentes eertiain Clarity rightsholders covering the
resale of the shares they receive in connectiom tivé Merger.

2007 Loan Restructuring

On June 26, 2007, the Company, Manchester, AlexaBgectral Solutions, Inc. and lllinois Supercoctdu Canada Corporation entered into
an amendment to the November 10, 2004 Third AmeadddRestated Loan Agreement, as amended, witaspwnding amendments to the
Fourth Amended and Restated Guaranties and théh~Aorended and Restated Security Agreement and sgeed by the Company in favor
of the Lenders (the “Notes” and together with therd Amended and Restated Loan Agreement, the Fdutended and Restated Guaranties
and the Fourth Amended and Restated Security Agreerthe “Loan Documents”) in conjunction with thestructuring of the Notes (the
“Restructuring”). The transaction was conducterspant to Section 3(a)(9) of the Securities Actam&nded (the “Securities Act”).

The Company issued amended and restated Note®ftiended and Restated Notes”) in an aggregate ipahamount, including accrued
interest on the Notes, of approximately $10.2 Miilio replace all of the existing Notes under tloenfany’s line of credit arrangement and
reflect the amendments to the Loan Documents, diiregu (i) the extension of the termination dated araturity dates for all the Notes from
August 1, 2007 to August 1, 2009; (ii) the reductdd the interest rate on each of the Notes fromt@%#6 per annum; (iii) provision for the
conversion of the aggregate principal amount ontstey on each of the Amended and Restated Notibe &iection of the Lenders, together
with all accrued and unpaid interest thereon itiarss (the “Conversion Shares”) of the Company’si@on Stock at an initial conversion
price of $0.20 per share. In addition, pursuarthtbamendments to the Loan Documents, each of Maiter and Alexander has immediately
converted $750,000 in principal amount and accioedest outstanding under the Notes each lenddmhi®r to the Restructuring, into shares
(the “Initial Conversion Shares”) of Common Stotkaaonversion price of $0.18, the 10 day volumeghted average closing price of the
Company’s Common Stock on the AMEX as of June B0;/2
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Before the Lenders could exercise their respectids to convert the Amended and Restated Notestlre Conversion Shares, the Company
was required to seek the approval of its stockhsltte (i) increase the number of authorized shaf€ommon Stock available for issuance
under its Certificate of Incorporation, as amended (ii) approve the issuance of the Conversiorrehaursuant to Rule 713 of the AMEX
Company Guide as well as to obtain the approvAIMEX to list the Initial Conversion Shares and tbenversion Shares on AMEX. The
Company was required to obtain these approvaldmithe year of the issuance date of the AmendedR@sthted Notes. Pursuant to the
Registration Rights Agreement, as described befawe Initial Conversion Shares and Conversionr8favere not registered for resale under
the Securities Act by the 15 month anniversanhefissuance date of the Amended and Restated Nioéesthe then current interest rate wc
increase by a rate of 1% per annum each monthafterantil the Initial Conversion Shares and Casi@ Shares are registered, up to the
default rate of the lower of 20% per annum or tlghést amount permitted by law.

The conversion rate of the Amended and RestatedsNstsubject to customary anti dilution protedioifhe Amended and Restated Notes do
not contain market or trading based ratchet ort q@gisions. The Company has the right to reddemAmended and Restated Notes in full in
cash at any time beginning June 26, 2009.

The Amended and Restated Notes are secured a8t pririty basis by all of the Company’s intangilaind tangible property and

assets. Payment of the Amended and Restated Najaaranteed by the Company’s Clarity subsidiary.

Pursuant to a registration rights agreement witindhaster and Alexander, the Company filed a registr statement on Form S-3 with the
SEC, which was declared effective February 14, 2008ering the resale of the Conversion Sharesfanthitial Conversion Shares.

Assuming the Amended and Restated Notes are ngeded until maturity, approximately 58.5 milliohaes of Common Stock would be
required to be issued upon conversion, for bothgipal and interest. This amount was approxima2@lp% of the approximately 201 million
shares of Common Stock currently issued and outstgras of November 30, 2007. As of November 80,72 the Lenders, including their
affiliates, beneficially owned in the aggregate rappmately 106 million shares, or 48%, of the Comga outstanding shares, including the
Initial Conversion Shares. As a result of the Restiring, the combined holdings of the Lenders Mdoe approximately 60% of the
outstanding Common Stock as of November 30, 2004 fotly converted basis (excluding the Sharesabliin conjunction with the
Merger). Except for the equity conversion for aett interest as described above, no amounts dfipainor interest were paid by the Comp
during 2007.

Merger Financing

As a condition to the Merger, ISCO was requiredhitain financing in an amount equal to $1,500,@0fund (the “Financing”) the initial
operations of the combined entity after the Mewy®d transaction expenses of the Company incurredrinection with the Merger and (ii) to
pay off the amount outstanding under Clarity’s lofecredit agreement (as described below). Putdoahe Financing, on January 3, 2008, the
Company issued a new Amended and Restated NotéNdte”) to Alexander Finance, L.P. (“Alexandert) aggregate principal amount of
$1.5 Million. The Note will mature August 1, 200$:ar interest of 7% per annum and be convertibigsther with all accrued and unpaid
interest thereon, into shares (the “Additional Gension Shares”) of the Company’s common stock anigial conversion price of $0.20 per
share. The note contains substantially similangeand conditions as the Amended and Restated No#emusly issued to the Lenders.

In connection with the Financing, the Company,lteaders, Spectral Solutions, Inc. and lllinois Sepaductor Canada Corporation entered
into an Amendment to and Waiver and Consent Urttet.ban Documents (the “Loan Amendment”), purstianthich the Lenders waived,
among other things, (i) the requirement under tbm@any’s existing line of credit arrangement (thedn Agreement”) to use such cash
proceeds received in connection with the Mergex jisbuance of the Shares, the issuance of the Aludethe transactions contemplated thereby
to prepay the outstanding Amended and RestatedsNegteed to the Lenders, and (i) the prohibitibthe Company pursuant to the Loan
Agreement to directly or indirectly create, assugwgrantee, or otherwise become or remain directigdirectly liable with respect to any
indebtedness other than the exceptions descrileedith upon paying the amount outstanding undeiit¢kline of credit at the closing of the
Merger.

Before Alexander may exercise its right to contleet Note into the Additional Conversion Shares,Gloenpany is required to be able to issue
the Conversion Shares pursuant to AMEX rules atagdio obtain the approval of AMEX to list the Atiohal Conversion Shares on

AMEX. ISCO is required to obtain these approvaithin one year of the issuance date of the Notethé event that these required approvals
are not obtained by that time, then the interdst@a the Note will increase to a rate of 15% peruen. If the Additional Conversion Shares
not registered under the Registration Rights Ages@mas described below, by the 15 month anniveidahe issuance date of the Note, then
the then-current interest rate will increase bgita of 1% per annum each month thereafter untiRttditional Conversion Shares are
registered, up to the default rate of the lowe2@¥ per annum or the highest amount permittedwy M/e intend to seek the approval of our
stockholders for the issuance of these Additior@iv@rsion Shares during the Company’s 2008 Annhatéholder Meeting.
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The conversion rate of the Note is subject to cuaty anti-dilution protections. The Note does rmitain market or trading-based ratchet or
reset provisions. The Company has the right toeedihe Note in full in cash at any time beginninge) 26, 2009. The Note is secured on a
first priority basis by all of the Company’s intablg and tangible property and assets, includirgatssets acquired from Clarity in the
Merger. Payment of the Note is guaranteed byCtm@pany’s Clarity subsidiary.

In connection with Financing, the Company entergd & Registration Rights Agreement with AlexandRursuant to the Registration Rights
Agreement, we are required to file a registrati@mtesnent under the Securities Act covering theleesfathe shares of the Additional
Conversion Shares with the SEC within 30 days &ft¢h of the stockholders’ and AMEX approvals hatgeurred. The Registration Rights
Agreement contains customary covenants, includdgistration delay payments, in addition to certatarest rate increases under the Note,
under certain events for failing to maintain thieefiveness of a registration statement coveriegésale of the Conversion Shares. Assuming
the Additional Conversion Shares are approved ssritieed above and the Note held to maturity, apprately 8.4 million shares of common
stock would be required to be issued upon conver$iw both principal and interest.

Related Party Transaction Approval Process

Statement of Principles

The Board is required to pre-approve any transastiaith related parties, as those terms are debyeatie AMEX, the Public Company
Accounting Oversight Board, the SEC (e.g., Item dDRegulation S-K), or any other qualified entity.

When in doubt, all members of the organizationratpiired to disclose the information and the Bagittldetermine the appropriate course of
action, if any. In making this determination theaBw has the authority to engage the Company’s &wamnother legal counsel as it deems
appropriate and necessary.

Company Management is prohibited from engagingiinralated party transaction without the express@yal of the Board.

Procedures

Requests or applications to enter into relatedygeahsactions must be submitted to the ChairmaheBoard, who will then process the
request using reasonable judgment, including butimited to submission for review to the full BaarThe Chairman will enter any such
communications into the minutes of the next Boaggtimg and include a current status and/or reswiuth addition, NEOs and directors fill
out annual disclosure questionnaires, in which thegt specify any related party dealings with respeethe Company and confirm in writing
that no other events have occurred. In additiom Atdit Committee must review and approve any starisaction, as is noted in its charter
(attached as Appendix A to the Company’s Proxyestant filed with the SEC on April 27, 2007).

Special Committee established during 2007

In connection with the Merger, the Board establishepecial committee of disinterested directdrs (Epecial Committee”) to evaluate,
review and negotiate the terms of what became thg®t and to recommend to the full Board whethexpjorove the Merger and the
transactions contemplated thereby. The Specialmitize consisted of directors of ISCO who the Badetermined were independent in this
matter and did not have a personal interest ilrMeger, outside that of which is created solelnassult of their service on ISCO’s Board of
Directors. The Special Committee consisted of Mhn Thode, who was ISCO'’s chief executive offaiethe time the Special Committee was
established, Mr. Ralph Pini, the Chairman of ISE€Bbard of Directors, and Dr. George Calhoun. RMientes was not at any time a memb
the Special Committee and did not participate edhtivities of the Special Committee, except twaktent of any negotiations with the Spe
Committee as the sole stockholder and directorlafitg.

Independent Directors
The Board has determined that Dr. Calhoun and MeBsikebrant and Owings are each “independeutSuant to Section 121A of the AME

rules. Mr. Pini is also independent, and thoughrécent service as interim CEO makes him unakdernee on the Audit Committee, he is
properly able to serve as an independent directwmaember of the Compensation and Governance coeasit
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Item 14. Principal Accounting Feesand Services

Grant Thornton LLP has served as the Company’iedgent registered public accountants since Dece@®. Grant Thornton LLP has
been selected to continue as the Company’s indepemelgistered public accountants for the curreary

During the fiscal years ended December 31, 20072806, fees in connection with services rendereGitant Thornton LLP, the Company’s
independent registered accounting firm, were afostt below:

Fiscal 2007 Fiscal 2006
Fee Category
Audit Fees $ 220,78 $ 189,39¢
Audit-Related Fee 81,93’ 7,04C
Tax Fees 37,87¢ 39,42
All Other Fees - -
TOTAL $ 340,59¢ $ 235,85¢

Audit fees consisted of fees for the audit of tlempany’s annual financial statements and revieguaifrterly financial statements as well as
services normally provided in connection with steity and regulatory filings or engagements, corsantl assistance with and review of the
Company’s documents filed with the SEC.

Audit-related fees during 2007 consisted primaoilyosts associated with auditing Clargyjooks in connection with the acquisition of Gial

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

The Company made no other payments to Grant Thotdt® during 2007 which constituted other fees.

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

The Audit Committee’s policy is to pre-approvealidit services and all non-audit services thatbmpanys independent auditor is permit
to perform for us under applicable federal se@sitiegulations. As permitted by the applicable lsgns, the Committee’s policy utilizes a
combination of specific pre-approval on a case-#gecbasis of individual engagements of the indegrereliditor and pre-approval of certain
engagements up to predetermined dollar threshbitsate reviewed annually by the Committee. Spepife-approval is mandatory for the
annual financial statement audit engagement, artregs.

All engagements of the independent auditor to perfany audit services and non-audit services haea lpre-approved by the Committee in
accordance with the pre-approval policy. The poliag not been waived in any instance.

The Audit Committee may delegate pre-approval aitthto the Chairman of the Audit Committee. Thea@man of the Audit Committee
must report any decisions to the Audit Committethatnext scheduled meeting.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regidthas duly caused this Amendment to
be signed on its behalf by the undersigned, theoeduly authorized, on the 29th day of April, 2008.

ISCO INTERNATIONAL

By: /sl GORDON REICHARD, JF

Gordon Reichard, J
Chief Executive Office

Pursuant to the requirements of the Securities &xga Act of 1934, this Amendment has been signkxviay the following persons on beh
of the registrant and in the capacities indicatedhe 29th day of April, 2008.

Signature Title

/sl GORDON REICHARD, JR. Chief Executive Officer and Director
(Principal Executive Officer

Gordon Reichard, J

/s/ FRANK CESARIC Chief Financial Office
(Principal Financial and Accounting Office

Frank Cesarit

s/ JAMES FUENTES Director and Chief Strategic Offic
James Fuente
/sl AMR ABDELMONEM Director, Chief Operating Officer and Chief Techomy} Officer
Amr Abdelmonernr
/s/ RALPH PINI Chairman of the Board of Directa
Ralph Pini
/s/ GEORGE CALHOUN
Director
George Calhou
/s/ JOHN THODE .
Director
John Thodé
/s/ JOHN OWINGS .
Director
John Owings
Director

/sl TORBJORN FOLKEBRANT
Torbjorn Fokebran
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January 3, 2008, filed as exhibit 10.3 to ISCOrm&¢ional, Inc's Current Report on Forn-K filed on January 9, 200

New Amended and Restated 7% Senior Secured Coleekidte by and between ISCO International, Ind Atexandel
Finance, LLC, dated January 3, 2008, in the amofifii.,500,000.00, filed as exhibit 10.4 to ISCCenfational, Inc.’s Current
Report on Form -K filed on January 9, 200:

Registration Rights Agreement by and between IS@érhational, Inc. and Alexander Finance, L.P. ddg&nuary 3, 2008,
filed as exhibit 10.5 to ISCO International, I's Current Report on Forn-K filed on January 9, 200:

Amendment and Termination and Release of Guarangnt between the Company, Manchester SecuritiggoCation,
Alexander Finance, L.P., lllinois Superconducton&aa Corporation and Spectral Solutions, Inc.,ddagauary 31, 2008, filed
as exhibit 10.1 to ISCO International, I's Current Report on Forn-K filed on January 31, 200

Fifth Amended and Restated Security Agreement loytmtween the Company, Clarity Communication Systdntc.,
Manchester Securities Corporation and Alexandeariin, L.P., dated January 31, 2008, filed as exhth? to ISCO
International, Incs Current Report on Forn-K filed on January 31, 200

Guaranty of Clarity Communication Systems, Inc.abg between the Company, Clarity Communicationesys, Inc.,
Manchester Securities Corporation and Alexandearkie, L.P., dated January 31, 2008, filed as exhih8 to ISCO
International, In¢s Current Report on Forn-K filed on January 31, 200
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Employment Agreement by and between the CompanyAamdAbdelmonem, dated February 19, 2008, file@éxsbit 10.1 to
ISCO International, In’s Current Report on Forn-K filed on February 22, 200!

Restricted Stock Agreement by and between the Coyngiad Amr Abdelmonem, dated February 19, 2008dfids exhibit 10.
to ISCO International, In’s Current Report on Forn-K filed on February 22, 200:

Employment Agreement dated March 5, 2008 betwe@®I$iternational, Inc. and Mr. Gordon E. Reichaird, filed as exhibit
10.1 to ISCO International, Ir's Current Report on Forn-K filed on March 10, 200¢

Restricted Stock Agreement dated March 10, 2008ray/between ISCO International, Inc. and Mr. GorHoReichard, Jr.,
filed as exhibit 10.2 to ISCO International, I's Current Report on Forn-K filed on March 10, 200¢

Assignment Agreement between ISCO International, Brace Investments, Ltd., and Manchester Séesi@orporation filed
as exhibit 10.1 to ISCO International, s Current Report on Forn-K filed on March 25, 200¢

Code of Ethics incorporated by reference to ExHiito the Compar’s Annual Report on Form -K filed on March 30, 200:
List of subsidiaries: Clarity Communication Systemmg., an lllinois corporatior
Consent of Grant Thornton LL

Certification by Chief Executive Officer pursuantRule 13-14(a) and 15-14(a) as adopted pursuant to Section 302 ¢
Sarbanes Oxley Act of 200

Certification by Chief Financial Officer pursuantRule 13-14(a) and 15-14(a) as adopted pursuant to Section 302 o
Sarbanes Oxley Act of 200

Certification Pursuant To 18 U.S.C Section 1350Adgpted Pursuant to Section 906 of the Sark-Oxley Act of 200z

* Management contract or compensatory plan or arraagerequired to be filed as an exhibit on thisnFdg-K.
**  Filed herewith




Exhibit 31.1

CERTIFICATIONS

I, Gordon Reichard, Jr., certify that:
1. | have reviewed this annual report on Form 1@%¥amended, of ISCO International, Inc.;

2. Based on my knowledge, this annual report do¢sontain any untrue statement of a material dactmit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisnaal report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdthe periods presented in this annual report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as definec
Exchange Act Rules 13a-15(e) and 15(d)-15(e)) atedrial control over financial reporting (as define Exchange Act Rules, 13(a)-15(f) and
15(d)-15(f)) for the registrant and have:

a. designed such disclosure controls and proceduresused such disclosure controls and procedoies designed under our supervision to
ensure that material information relating to thgisgrant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidfig annual report is being prepared;

b. designed such internal control over financigbrting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c. evaluated the effectiveness of the registratigslosure controls and procedures and presentidsiannual report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by thigial report based on such evaluation;

d. disclosed in this annual report any change érrégistrant’s internal control over financial refprg that occurred during the registrant’s most
recent fiscal quarter that was materially affectads reasonably likely to materially affect, tlegyistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the Audit Comneitbé the registrant’s board of directors (or pessperforming the equivalent functions):

a. all significant deficiencies and material weas®es in the design or operation of internal cortvelr financial reporting which are reasonably
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finafeiatmation; and

b. any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s internal
control over financial reporting.

ISCO International, Inc.

Date: April 29, 200¢ By: /s/ GORDON REICHARD, JR.

Gordon Reichard, Jr.
Chief Executive Officer




Exhibit 31.2

CERTIFICATIONS
I, Frank Cesario, certify that:

1. I have reviewed this annual report on Form 1@¥amended, of ISCO International, Inc.;

2. Based on my knowledge, this annual report dogsontain any untrue statement of a material dactmit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememtd,other financial information included in thisnaal report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdthe periods presented in this annual report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15(d)-15(e)) atedrial control over financial reporting (as define Exchange Act Rules, 13(a)-15(f) and
15(d)-15(f)) for the registrant and have:

a. designed such disclosure controls and proceduresused such disclosure controls and procedoites designed under our supervision to
ensure that material information relating to thgisgant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidfig annual report is being prepared;

b. designed such internal control over financigbiréing, or caused such internal control over foiahreporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymgedeaccounting principles;

c. evaluated the effectiveness of the registratigslosure controls and procedures and presentidsiannual report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by thigial report based on such evaluation;

d. disclosed in this annual report any change érrégistrant’s internal control over financial refprg that occurred during the registrant’s most
recent fiscal quarter that was materially affectads reasonably likely to materially affect, tlegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the Audit Comneitbé the registrant’s board of directors (or pessperforming the equivalent functions):

a. all significant deficiencies and material weads®es in the design or operation of internal corttvelr financial reporting which are reasonably
likely to adversely affect the registrant’s abilityrecord, process, summarize and report finafiatmation; and

b. any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s internal
control over financial reporting.

ISCO International, Inc.

Date: April 29, 200¢ By: /s/ FRANK CESARIO

Frank Cesario
Chief Financial Officer




Exhibit 32

CERTIFICATION PURSUANT
TO 18 U.S.C SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of ISCO Intaianal, Inc. (the “Company”) on Form 10-K, as amhe, for the fiscal year ending
December 31, 2007 as filed with the SecuritieslEaxchange Commission on the date hereof (the “R8pedch of the undersigned officers of
the Company, certify pursuant to 18 U.S.C. Secti®b0, as adopted pursuant to Section 906 of theafias-Oxley Act of 2002, that:

1. The Report fully complies with the requiremestsSection 13(a) or 15(d) of the Securities Acfie84; and

2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operations of the
Company.

/s/ GORDON REICHARD, JR. /sl FRANK CESARIO
Gordon Reichard, Jr. Frank Cesario
Chief Executive Officer Chief Financial Officer

April 29, 2008 April 29, 2008







