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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securitiesehange Act of 1934

Date of Report (Date of earliest event reported): August 18, 2008

ISCO INTERNATIONAL, INC.

(Exact name of registrant as specified in its chaer)

Delaware 001-22302 36-3688459
(State or other jurisdiction (Commission File Number) (I.LR.S. Employer
of incorporation) Identification Number)
1001 Cambridge Drive
Elk Grove Village, IL 60007
(Address of principal executive offices (Zip Code)

(847) 391-9400
(Registrant’s telephone number, including area cogl)

Not Applicable
(Former name or former address, if changed since & report)

Check the appropriate box below if the Form 8-alis intended to simultaneously satisfy the {liobligation of the registrant under any of
the following provisions (see General Instructior2 Abelow):

O

O
O
O

Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.4:
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))

Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))




Item 1.01 Entry into a MateribDefinitive Agreement.

The information required by this Item 1.01 is irded in Item 2.03 of this Current Report on Forrd &nd is hereby incorporated
reference.

Item 2.02 Results of Operations and Financial Condition.

On August 18, ISCO International, Inc. (the “Comyarissued a press release to announce its seconefiaaincial results, and
investor call to be held on Tuesday, August 19,82804:00 p.m. Eastern. A copy of the press reléagurnished as Exhibit 99.1 to t
Current Report on Form 8-K.

The information in this Item 2.02 and Exhibit 9%clthis Current Report on Form 8-K shall not berded to be “filed"for purpose
of Section 18 of the Securities Exchange Act of4,%% amended (the “Exchange Act), otherwise subject to the liability of that seat
and shall not be incorporated by reference intoragystration statement or other document filedeurttle Securities Act of 1933, as amer
(the “Securities Act”), or the Exchange Act, excaptshall be expressly set forth by specific refeeen such filing.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of &egistrant.

On August 18, 2008, the Company entered into thguau2008 Loan Agreement (the “August Loan Agredfemith its two larges
stockholders, Manchester Securities Corporationafithester”) and Alexander Finance, L.P. (“Alexatidand together with Manchester,
“Lenders”). Under the terms of the August Loan Agreement, thaders provided to the Company a credit line inafgregate princip
amount of $3 million and reduced the amount of adea that may be made under the 2008 Loan Agreefdefined below) b
$550,000. The indebtedness under the August Logmeeinent is evidenced by the Compan9%:% Secured Convertible Notes (ea
“Convertible Note,” together the “Convertible Noteslue August 1, 2010. The Company issued a Conlermilote to Alexander in tl
principal amount not to exceed $1.65 million andCanvertible Note to Manchester in the principal amtonot to exceed $1.
million. Interest on the Convertible Notes accrues at 9%f@peum and the holders of the Convertible Noteg hhe right to convert tl
principal amount under the Convertible Notes, aldaecrued but unpaid interest, at any time, in ighor in part, into shares of 1
Company’s common stock at an original conversiooepof $0.20 per share.

In connection with the August Loan Agreement aralifsuance of the Convertible Notes, the Compaigres into a Registratit
Rights Agreement (the “Registration Rights Agreetf)emwith the Lenders dated August 18, 2008. Pursuanthé Registration Riglr
Agreement, the Company is required to file a regigin statement under the Securities Act withindd§s of August 18, 2008 covering
resale of 15,000,000 shares of its common stock ‘{®egistrable Securities”jepresenting the number of shares of common stsikabl
upon conversion of the maximum principal amount duethe Convertible Notes ($3 million) at the iaitconversion price of $0.20
share. Under the Registration Rights Agreemerd, ridgistration statement must be declared effediivehe Securities and Exchai
Commission (the “SEC"within 180 days after August 18, 2008, or within02days of August 18, 2008 if the registration staset it
reviewed by the SEC, or the Company will be obkgato make certain delay payments. The Compaals@srequired to list the Registra
Securities on the American Stock Exchange by thees#ate the registration statement is requirecttddelared effective by the SEC.

To secure and guarantee payment of the Conveftibtes, also on August 18, 2008, the Company, thelées and the Comparsy’
wholly-owned subsidiary, Clarity Communication Syss, Inc. (“Clarity”),entered into a Seventh Amended and Restated Seégpieemer
(the “New Security Agreement”) and an Amended argbt®ed Guaranty of Clarity (the “New Clarity Guayd), in favor of the
Lenders. The New Security Agreement amends artdtessthe Sixth Amended and Restated Security Aggaedated May 29, 2008 to ¢
the August Loan Agreement and the Convertible Ntbethe list of obligations secured by all of thenipanys assets. The New Clai
Guaranty amends and restates the Amended and &k&atranty of Clarity dated May 29, 2008 to ads @onvertible Notes to the list
obligations for which Clarity is guaranteeing tlhl payment and performance by the Company to #eders.

As previously reported, the Company borrowed futigérom the Lenders pursuant to notes issued utierThird Amended ai
Restated Loan Agreement dated November 10, 200dmanded (the “2004 Loan Agreementhe Securities Purchase Agreement, ¢
June 22, 2006 (the “2006 Purchase Agreement”) had2008 Loan Agreement dated May 29, 2008 (the 8208an Agreement”)and (ii)
from Alexander pursuant to a note issued by the @@ as of January 3, 2008 (together with the ni®sed under the 2004 Lc
Agreement, the 2006 Purchase Agreement and the [22)8 Agreement, the “Prior ISCO Notes”).




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

o Interest on advances made pursuant to the Augwst Bgreement (the “Loans”) is calculated on a 8&@-year simple interest bz
and paid for the actual number of days elapsedinfdrest due on such Loans is payable on Augu2010, the maturity date of 1
2008 Loan Agreement. After the occurrence andnduthe continuance of an event of default, therésterate on the Loans
increased to the lesser of 20% per annum, or tijleelst rate permitted by law and is payable on &mathd of the Lender

0 The repayment of the principal amount of the Cotilvler Notes, as well as the Prior ISCO Notes ah@dairued and unpaid inter
may be accelerated in the event of (i) a failurpay any principal amount on the Convertible Noféksa failure to pay the princip
amount or accrued but unpaid interest upon anh@Prior ISCO Notes as and when due; (iii) a failoy the Company for ten (I
days after notice to it, to comply with any otheaterial provision of any of the Convertible Not#s Prior ISCO Notes, the Aug
Loan Agreement or the Registration Rights Agreem@w} a default under the New Security Agreementoy of the Convertib
Notes or Prior ISCO Notes; (v) a breach by the Camypof its representations or warranties underAthgust Loan Agreement
under the New Guaranty; (vi) defaults under anyeoihdebtedness of the Company in excess of $500{@0) a final judgmer
involving, in the aggregate, liability of the Conmyain excess of $500,000 that remains unpaid foerégod of 45 days; or (viii) upc
a bankruptcy event related to the Company or Qle

0 The Company may not prepay any portion of the Lo

The descriptions of the August Loan Agreement, @wnvertible Notes, the Registration Rights Agreeinéme New Securil
Agreement and the New Clarity Guaranty containegihedo not purport to be complete and are quadlifietheir entirety by reference to
full text of the August Loan Agreement, the Conieet Notes, the Registration Rights Agreement,Nleev Security Agreement and the N
Clarity Guaranty, copies of which are attachedxdshbits to this Current Report on FormkBand are incorporated herein by reference in
entirety.

Item 3.02 Unregistered SalesEquity Securities.

The information required by this Iltem 3.02 is irdsd in Item 2.03 of this Current Report on Forid 8nd is hereby incorporated
reference.

Item 9.01 Financial Statemen#nd Exhibits.
d) Exhibits

Exhibit No. Exhibit

10.1 August 2008 Loan Agreement dated as of August @88y and among ISCO International, Inc., Mana
Securities Corporation and Alexander Finance, L.P.

10.2 Form of 9%2% Secured Convertible Note Due Augu&010.

10.3 Registration Rights Agreement dated as of Augus088 by and among ISCO International, Inc., Masté
Securities Corporation and Alexander Finance, L.P.

10.4 Seventh Amended and Restated Security Agreememd das of August 18, 2008 by and among I
International, Inc., Clarity Communication Systedme., Manchester Securities Corporation and Alexs
Finance, L.P.

10.5 Amended and Restated Guaranty of Clarity Comnatinin Systems Inc. dated as of August 18, 2008.

99.1 Press release of ISCO International, Inc. dateduau8, 2008




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, the registrant higscdused this current report
be signed on its behalf by the undersigned, théoedmly authorized.

ISCO INTERNATIONAL, INC.

By: /s/ Gary Berger
Name: Gary Berge

Title:  Chief Financial Officer
DateAugust 18, 2008
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EXHIBIT 10.1

AUGUST 2008 LOAN AGREEMENT

AUGUST 2008 LOAN AGREEMENT (“ Agreement ") dated as of August 18, 2008 (theClosing Date”) by and amon
Manchester Securities Corporation, a New York coapon (“ Manchester ”), Alexander Finance, L.P., an lllinois limited n@ership (*
Alexander ” and together with Manchester, théénders”) and ISCO International, Inc., a corporation orgadiand existing under the la
of Delaware and formerly known as lllinois Supemtoctor Corporation (the Company ™).

WITNESSETH:

WHEREAS, the Company and the Lenders previously enteredtiv@bcertain 2008 Loan Agreement, dated as of B}y2008 (the “
2008 Loan Agreement’), pursuant to which the Lenders, severally, but pottly, agreed to make the Company advances inggnegat
amount of up to $2,500,000;

WHEREAS, the Company and the Lenders now desire to redecagdhregate amount of advances that may be made thel200
Loan Agreement by $550,000, and that such amourndieded in the aggregate amount of advancesntfagt be under this August 2C
Loan Agreement;

WHEREAS, the Company now desires to borrow from the Lendamd, the Lenders desire to advance to the Comsaryect to th
terms and provisions of this Agreement and furthaject to their absolute discretion, from timeinoe during the period commencing on
date hereof until August 1, 201@the “ Termination Date ”), amounts up to the sum of their aggregate indivii@hmitments as set fo
on Schedule Attached hereto;

WHEREAS , the Company and the Lenders desire that the amadmtmnced by the Lenders to the Company hereuttaef Loans”)
with respect to the Commitments set forth in Sectlol below, be evidenced by secured notes cobleiitito shares of the Compasny’
Common Stock, par value $0.001 per share (t®rhmon Stock”), having the rights and privileges set forth in thetes in the form ar
substance of Exhibit An the aggregate principal amount of up to $3,000,@he “Convertible Notes”) hereto and which will be secured
all of the assets of the Company and its subs&bapursuant to a Seventh Amended and Restateditgefgreement in the form ai
substance of Exhibit Bereto (the ‘Security Agreement”);

WHEREAS, pursuant to an Amended and Restated Guaranty ior falv the Lenders dated the date hereof and infaha anc
substance of Exhibit Gereto (the “Guaranty "), the Company’s subsidiary, Clarity Communicati®pstems Inc. (the Guarantor ") will
guaranty the Company’obligations under this Agreement, the Securityeggent and the Convertible Notes (and the othsrdescribed
the Security Agreement);

WHEREAS, pursuant to the Registration Rights Agreement,veihedate herewith and in the form and substandexbfbit D heretc
(the “ Registration Rights Agreement”), the Company shall register under the Securifiesof 1933, as amended (theStcurities Act”),
the Conversion Shares (as defined below).

Now, THEREFORE, in consideration of the foregoing premises and ¢beenants contained herein and other good and ia
consideration, the receipt and sufficiency of which hereby acknowledged, the parties hereto agréalows:

ARTICLE 1

AMOUNT AND TERMS OF LOANS

Section 1.1 _The Advances; CommitmeBgach Lender severally and further subject to dueider’s sole and absolute discretion
and not jointly with the other Lender, agrees, lmmterms and conditions hereinafter set forth, é@madvances (Advances”) to the
Company from time to time on any Business Day @mdd below) during the period commencing on thdereof and terminating on the
Termination Date. Any such Advances by a Lendaii &t in an aggregate amount outstanding not ¢eexk at any time such Lender’s
Commitment; provided however, that the aggregate amount available to be bomlaweler the “Commitments” shall not exceed
$3,000,000. The aggregate Commitments of the Lisrate set forth on Scheduleh&reto. Within the limits of each Lender's Comngitrn
in effect from time to time, and subject to both tkenders’ discretion (as referred to above) apdehms and conditions set forth above, the
Company may borrow under this Section 1.1. Thenkaall be evidenced by the Convertible Notes¢lvhi turn are guaranteed by the
Guaranties and secured pursuant to the Securitgehgent.

As used herein, Business Day' shall mean any day other than a Saturday, Sundagher day on which commercial ba
in New York City are required or authorized to @os

Section 1.2 _Amendment to the 2008 Loan Agreembntonsideration of each Lender’'s Commitment pans to Section 1.1
hereof, the parties hereto acknowledge and agedéhta aggregate amount of advances available uhe @008 Loan Agreement shall be
permanently reduced by $550,000, and the Compamesaghat it shall not be entitled to advancexaess of $1,950,000 in the aggregate
under the 2008 Loan Agreement and that it shalhmalte any request to the Lenders under the 2008 Rgeeement for advances in exc




of such amount.

Section 1.3 _CrosPefault. Any Event of Default under a note issued purstmthe Third Amended and Restated Loan
Agreement, dated as of November 10, 2004, entetecby and among the Company and Lenders, as amidimie time to time (the 2004
Loan Agreement”), a note issued pursuant to the Securities Peeldgreement, dated as of June 22, 2006, enteidyrand among the
Company and the Lenders, as amended from timent (tihe “2006 Purchase Agreemerni), the note issued to Alexander dated as of
January 3, 2008 (theJanuary 2008 Not€"), or a note issued under the 2008 Loan Agreerftbat“2008Note” and with the notes issued
pursuant to the 2004 Loan Agreement and the 200éhBse Agreement, each as amended from time to t¢iofiectively being referred to
herein as the Prior ISCO Notes”) shall be an Event of Default with respect to @anvertible Notes.

Section 1.4 Making the Advances

(@) Each set of Advances made by the Lender8@rbowing ") after the date hereof shall be made on notice (a
Borrowing Request”), given not later than 11:00 A.M. (New York City tijnen the first or fifteenth day of the month, by tGompany to tr
Lenders, which date shall be five (5) Business Omiar to the date of the proposed Borrowing. EBolrowing Request shall be by
telecopier and email, in substantially the fornEahibit E hereto, specifying therein the requested (i) dagioh Borrowing and (ii)
aggregate amount of such Borrowing. The amoustioh Borrowing shall be at least $250,000 (or ¢tedg if such amount is the balance of
the Advances available under the Convertible Natessich time). In the event that no Default (dndd below) or Event of Default (as
defined in the Convertible Notes) shall have oadiand be continuing and all conditions to a Bomgwincluding those set forth in Article
[I) shall have been satisfied and each Lendeitsisole and absolute discretion, shall have dedtraVisable to make the requested
Advance, then the Company shall be entitled to nikeowings under the Financing Documents (as éefin Section 1.10 below).

(b) Notwithstanding the foregoing, no Loan shlmade unless both Lenders shall have agreeddoatifieir respective
Advances. If either Lender does not agree to nitak&kdvance, then the other shall not make its Axbea

(c)  The aggregate indebtedness of the Compamuhder to each Lender shall be evidenced by oneooe Convertible
Notes.

Section 1.5 _RepaymentOn the Termination Date, the Company shall répahe Lenders the outstanding principal amount of
the Advances evidenced by the Convertible Notegtteer with (a) all accrued interest (such inteagstuing whether or not allowable under
any applicable bankruptcy laws after a bankrupiiaygf by the Company) and (b) all other amounts doder the Loan Documents. Upon
of the Company’s obligations hereunder or undeither Loan Documents (as defined in Section 4ldw)ebecoming due and payable (by
acceleration or otherwise), the Lenders shall bitlehto immediate payment of such obligations.

Section 1.6 Termination of the Commitment®n the Termination Date the Commitments of teaders shall be terminated in
whole and the Convertible Notes shall be due aydlge in their entirety.

Section 1.7  Prepayments. The Company may npagrany portion of the Loans at any time priorhte Termination Date.
Section 1.8 Interest Interest shall accrue on the Advances as st iiothe Convertible Notes.

Section 1.9 Payments and Computations

(@  The Company shall make each payment hereamdkeunder the Convertible Notes not later than\8 ENew York
City time) on the day when due, in U.S. dollarsthe Lenders at accounts designated by the Lenal¢he Company.

(b)  All computations of interest, fees, and charged flieamade by the Lenders on the basis of a yea60fdays, in eac
case for the actual number of days (including ttst flay but excluding the last day) occurringtia period for which such interest, fees, or
charges are payable. Each determination by thddrsrof an interest rate, fee, or charge herewtusdl be conclusive and binding for all
purposes, absent manifest error.

(c)  Whenever any payment hereunder or under thevé€ltible Notes shall be stated to be due on atiasr than a
Business Day, such payment shall be made on thesnegeeding Business Day, and such extensiomefghall in such case be included in
the computation of the payment of interest or fasshe case may be.

Section 1.10 _ Financing Document€oncurrently with the execution and deliventlis Agreement and the Convertible Notes,
the Company is delivering to the Lenders the foltaypadditional documents, each dated as of thetdateof, the execution and delivery of
which are a condition to the Lenders’ Commitmesetsferth in Section 1.1(a) above:

()  the Guaranty;

(i)  the Security Agreement;

(i)  Amendments (the UCC Amendments”) to UCC financing statements, naming Lendershas t
secured parties and the Company as the debtof {flC Financing Statements’ and together with the UCC Amendments, the “
Amended UCC Financing Statements) if required by Lenders;

(iv)  Amendments (th* PTO Amendments”) to Patent and Trademark financing statements na



the Lenders as secured parties and the Compahyg aebtor (the Patent and Trademark Financing
Statements” and together with the PTO Amendments, theniended Patent and Trademark Statementy) if required by
Lenders;

(v)  The Registration Rights Agreement;

(vi) Legal Opinion of outside counsel to the Camyp, in the form of Exhibit lRereto delivered not
later than five (5) Business after the date hereof.

(vii) A secretary’s certificate and an incumbereytificate each in a form satisfactory to the ders;
and

(viii) UCC Lien Searches
It shall be an Event of Default under the Convégtidotes if the legal opinion referred to in clafggabove is not delivered witt
five (5) Business Days of the date hereof.
Section 1.11  This Agreement, the GuarantiesSgmurity Agreement, the Convertible Notes, the AdeehUCC Financing

Statements and the Amended Patent and Trademaakdtiry Statements are collectively referred toiheas the “Financing Documents.”

ARTICLE 2

REPRESENTATIONS AND WARRANTIES

Section 2.1 _Representations, Warranties and Aggats of the Company The Company hereby makes the following
representations and warranties to the Lenders #eafate hereof:

(@) _Organization and QualificationThe Company is a corporation, duly incorporatedidly existing and in good
standing under the laws of the State of Delawaith, tlve requisite corporate power and authoritgwm and use its properties and assets and
to carry on its business as currently conducteae Tompany has no subsidiaries other than the @taraThe Company is duly qualified to
do business and is in good standing as a foreigyocation in each jurisdiction in which the natofehe business conducted or property
owned by it makes such qualification necessaryepixahere the failure to be so qualified or in gstahding, as the case may be, could not,
individually or in the aggregate, (x) adverselyeatfthe legality, validity or enforceability of any the Loan Documents in any material
respect, (y) have a material adverse effect omabalts of operations, assets, or financial cooulitif the Company or (z) adversely impair in
any material respect the Company'’s ability to perféully on a timely basis its obligations undee thoan Documents (aMaterial Adverse
Effect ).

(b)  Authorization; Enforcement The Company has the requisite corporate powemathority to enter into and to
consummate the transactions contemplated by ttenEing Documents, and otherwise to carry out itgyations thereunder. The execution
and delivery of each of the Financing DocumentshieyCompany and the consummation by it of the &retisns contemplated thereby, have
been duly authorized by all requisite corporat@aadn the part of the Company. Each of the FimanDocuments has been duly executed
and delivered by the Company and constitutes thé aad binding obligation of the Company enfordeadgainst the Company in accorde
with its terms, except as such enforceability mayilmited by applicable bankruptcy, insolvency,rgamization, moratorium, liquidation or
similar laws relating to, or affecting generallytanforcement of, creditors’ rights and remedielsyoother equitable principles of general
application.

(c) Capitalization The authorized, issued and outstanding capitakof the Company is set forth in Schedule 2.1
(c). No shares of Common Stock are entitled temmgtive or similar rights, nor is any holder of ttemmon Stock entitled to preemptive or
similar rights arising out of any agreement or ustinding with the Company by virtue of any of Fieancing Documents. Except as
disclosed in Schedule 2.1(c), there are no outstgrabtions, warrants, scrip rights to subscrihectdls or commitments of any character
whatsoever relating to, securities, rights or dadtiigns convertible into or exchangeable for, ofrgivany person any right to subscribe for or
acquire any shares of Common Stock, or contraoctaj@itments, understandings, or arrangements byhwthie Company is or may become
bound to issue additional shares of Common Stackecurities or rights convertible or exchangeattie shares of Common Stock.

(d) Issuance of Conversion Shareghe shares of Common Stock issuable upon coiowveo$ the Convertible Notes (!
“ Conversion Shares’) have been reserved for issuance and when isswctordance with the terms of the Convertibledsatill be duly
authorized, validly issued, fully paid and non-assble shares of Common Stock.

(e) No Conflicts The execution, delivery and performance of tiiaificing Documents by the Company and the
consummation by the Company of the transactiontecoplated thereby, do not and will not (i) confligth or violate any provision of its
certificate of incorporation or by-laws or (ii) dtint with, constitute a default (or an event whiefth notice or lapse of time or both would
become a default) under, or give to others anytsightermination, amendment, acceleration or déatan of, any agreement, indenture or
instrument to which the Company is a party, o} (@isult in a violation of any law, rule, regulatjmrder, judgment, injunction, decree or
other restriction of any court or governmental autly to which the Company is subject (includingdlEeal and state securities laws and
regulations), or by which any material propertyasset of the Company is bound or affected, excetiei case of each of clauses (ii) and {



such conflicts, defaults, terminations, amendmeadselerations, cancellations and violations asdcoat, individually or in
the aggregate, have or result in a Material Adv&féect. The business of the Company is not bemyducted in violation of any law,
ordinance or regulation of any governmental autiipeixcept for violations which, individually or the aggregate, do not have a Material
Adverse Effect.

(f  Consents and ApprovalsThe Company is not required to obtain any conseaiver, authorization or order of, or
make any filing or registration with, any courtather federal, state, local or other governmeni#ti@rity or other person in connection with
the execution, delivery and performance by the Comgpf the Financing Documents other than: (i)filreg of the Amendments to the UCC
and Patent and Trademark Financing Statementy idnrequired by Lenders; and (ii) in all othes&s where the failure to obtain such
consent, waiver, authorization or order, or to givenake such notice or filing, would not mategiathpair or delay the ability of the
Company to effect the transactions contemplatethisyAgreement free and clear of all liens and emtmances of any nature whatsoever or
would not otherwise have a Material Adverse Effgloe approvals referred to in clause (i) are hexftén referred to as theRequired
Approvals ”). The Company has no reason to believe thatlithe unable to obtain the Required Approvals.

(9) Private Offering Assuming (without any independent investigatiowerification by or on behalf of the Company)
the accuracy of the representations and warraotieenders set forth herein, the offer and salthefConvertible Notes and the issuance of
the Conversion Shares are exempt from registratiater Section 5 of the Securities Act. Neither@oenpany nor any person acting on its
behalf has taken or will take any action which nhigibject the offering, issuance or sale of thewvedible Notes to the registration
requirements of Section 5 of the Securities Act.

(h)  SEC Documents The Company has filed all reports or other §iimequired to be filed by it under Securities Act
the Securities Exchange Act of 1934, as amended' @xchange Act”), including pursuant to Section 13(a) or 15(c)réof, for the three
years preceding the date hereof (the foregoingnatgdoeing collectively referred to herein as“ SEC Documents’), on a timely basis. #
of their respective dates, the SEC Documents ceath i all material respects with the requiremefith® Securities Act and the Exchange
Act, and the rules and regulations of the Secur#ied Exchange Commission promulgated thereundémane of the SEC Documents, w
filed, contained any untrue statement of a matéaiztl or omitted to state a material fact requietle stated therein or necessary in order to
make the statements therein, in light of the cirstamces under which they were made, not misleadiing. financial statements of the
Company included in the SEC Documents comply imnaterial respects with applicable accounting neguéents and the published rules and
regulations of the Securities and Exchange Comonissith respect thereto. Such financial statemkat® been prepared in accordance with
generally accepted accounting principles applied oonsistent basis during the periods involvedepkas may be otherwise indicated in
such financial statements or the notes theretofarg present in all material respects the finahposition of the Company as of and for the
dates thereof and the results of operations artuft@mss for the periods then ended, subject, inddee of unaudited statements, to normal
yearend audit adjustments. Since the date of then6ileh statements included in the Company’s lastifilnnual Report on Form 10-K, there
has been no event, occurrence or development éisatdd a Material Adverse Effect which is not sipeadly disclosed in any of the SEC
Documents.

(i)  Compliance with Obligations to the Lender§he Company is in compliance with all of itsightions to the Lendetr
including without limitation, pursuant to prior agments.

()  Shell Company Status. The Company is notgrthg, and has never been, an issuer of the kisdrieed in paragraph
()(1) of Rule 144 under the Securities Act.

Section 2.2 _Representations and Warranties ofi¢resn Each Lender severally hereby makes the followepyesentations and
warranties to the Company as to itself only adefdate hereof:

(8) Organization; Authority The Lender is a corporation or partnership dubanized, validly existing and in good
standing under the laws of the jurisdiction ofatganization with the requisite legal power anchatity to enter into and to consummate the
transactions contemplated hereby, by the Secudtg@ment and by the Convertible Notes and otheriwisarry out its obligations hereunt
and thereunder. The purchase by the Lender Gfats/ertible Notes and the Commitments, if any, urtlkdis Agreement and the making of
Loans from time to time hereunder at such Lergddiscretion, has been duly authorized by all resmgsaction on the part of the Lender. ~
Agreement has been duly executed and deliveretdoizénder and constitutes its valid and legallydlrig obligation, enforceable against i
accordance with its terms, subject to bankruptagolivency, fraudulent transfer, reorganization, atamium and similar laws of general
applicability relating to or affecting creditorsghts generally and to general principles of equity

(b) Investment Intent Each Lender is acquiring its Convertible Noted any Conversion Shares for its own account
and without a present intention to distribute aeltkit in violation of applicable securities lawslo Lender will offer, sell, transfer, assign,
pledge or hypothecate any portion of the Convextitbtes or the Conversion Shares in the abseraeegfistration under the Securities Act,
or pursuant to an applicable exemption from, feldamd applicable state securities laws.

(c) Experience The Lender has such knowledge, sophisticatiahexiperience in business and financial mattersgo a
be capable of evaluating the merits and risks efifospective investment in the Convertible Notebsthe Conversion Shares and has so
evaluated the merits and risks of such investment.

(d)  Ability of Lender to Bear Risk of Investmewritccredited Investor The Lender is able to bear the economic riskr
investment in the Convertible Notes and the ConerrShares at the present time, is able to affardnaplete loss of such investment. The
Lender is an “accredited investor” as such teraeifined in Rule 501 under the Securities Act.

(e) Access to Informatio. The Lender acknowledges that it has been aftb(dehe opportunity to ask such questis




as it has deemed necessary of, and to receive efwm, representatives of the Company concertliagerms and
conditions of the Convertible Notes and the mexitd risks of investing in the Convertible Notes #ma Conversion Shares; (ii) access to
information about the Company and the Companyarfaial condition, results of operations, businpssperties, management and prospects
sufficient to enable it to evaluate its investmentgl (iii) the opportunity to obtain such additibmormation which the Company possesse
can acquire without unreasonable effort or expéingeis necessary to make an informed investmaeriside with respect to the investment.

ARTICLE 3

CONDITIONS TO ADVANCES

Any making of any Advance by each Lender is subjecthe satisfaction at or before the date of sfdiance of each of tl
conditions set forth below. These conditions ardtie benefit of each Lender and may be waiveduay Lender at any time at its discretion.

(@) Discretion of Lender. The Lender shall have determined, in its soleabsblute discretion that the making of such
Advance is desirable;

(b)  Absence of Default or Event of DefaulThere shall be no Event of Default (as definethenConvertible Notes) or
any event which, with the passage of time and/@wjking of notice, would constitute an Event off@ét (“Default”);

(c)  Accuracy of the Company’s Representations and Wiigs. The representations and warranties of the Company
under this Agreement shall be true and correcliimaterial respects as of the date of this Agresmeas of the date on which the Borrowing
Request with respect to such Borrowing was deliwénethe Company to the Lenders, and as of theafatech Borrowing as though made
that time (except for representations and warrarggeof an earlier date, which shall be true amgecbin all material respects as of such di
provided, that any representations and warrantfeéshnare limited by their terms to materiality diwve been or shall be (as applicable) true
and correct in all respects.

(d) Performance by the Companylhe Company shall have performed all agreemerdsatisfied all conditions
required to be performed or satisfied by the Comaror prior to the delivery of the Borrowing Regtiand at or prior to the Borrowing.

(e) Legality and Possibility. No statute, rule, regulation, executive ordecrde, ruling or injunction shall have been
enacted, entered, promulgated or endorsed by any @ogovernmental authority of competent jurisidic which prohibits the consummation
of any of the transactions contemplated by theriGimg Documents.

()  Security. No changes to the type, validity and sufficien€yhe Lender’s collateral security shall have aoed, in
the good faith judgment of the Lender, to causeviiiee of such collateral to be impaired.

() Miscellaneous. The Company shall have delivered to the Lendach sther documents relating to the transactions
contemplated by this Agreement and the other Fingridocuments as the Lenders may reasonably request

ARTICLE 4

COVENANTS

Section 4.1 _ Affirmative CovenantsThe Company covenants that from the date henedffor so long as any portion of the Lo
or other obligation under (a) the Financing Docutagfb) the 2004 Loan Agreement, (b) the 2006 PaselAgreement, (c) the 2008 Loan
Agreement, (d) each Prior ISCO Note, (e) the Regjisn Rights Agreements entered into by and antbeagCompany and Lenders relating to
the securities issued or to be issued pursuahet@@04 Loan Agreement, 2006 Purchase Agreemefdraamly of the Prior ISCO Notes (the “
Registration Rights Agreements’ and collectively with the Financing Documents020_oan Agreement, 2006 Purchase Agreement, the
2008 Loan Agreement and Prior ISCO Notes, thedn Documents”) shall remain outstanding, it will observe or foem each of the
following unless such observance or performanexjsessly waived by the Lenders in writing:

(@) Corporate Existencelt will maintain its corporate existence in gosidnding and remain qualified to do business
foreign corporation in each jurisdiction in whidietnature of its activities or the character ofgihgperties it owns or leases makes such
qualification necessary.

(b)  Continuation of BusinessExcept as set forth on Schedule 4.1(b), it @oltinue to conduct its business, in all
material aspects, as conducted on the day hereoinmpliance in all material respects with all apafile rules and regulations of applicable
governmental authorities.

Section 4.2 _Dividends; Stock Repurchasé&o long as any Convertible Notes remain outstandhe Company will not declare
any dividends on any shares of any class of itgalagiock (other than dividends consisting solgflyCommon Stock or rights to purchase
Common Stock of the Company), or apply any of itgogrty or assets to the purchase, redemptiorhar oétirement of, or set apart any sum
for the payment of any dividends on, or for theghaise, redemption or other retirement of, or malkeagher distribution