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INDUSTRIAL SERVICES OF AMERICA, INC.

Notice of Annual Meeting of Shareholders
To Be Held on June 10, 2010

NOTICE IS HEREBY GIVEN that the annual meeting of shareholders of INDUSTRIAL SERVICES OF AMERICA, INC. will be held at
Building No. 1, 7100 Grade Lane, Louisville, Kentucky, on Thursday, June 10, 2010 at 10:00 A.M. (Eastern Daylight Time), for the following
purposes:

(1) To elect five (5) directors for a term expiring in 2011;

(2) To ratify the selection of Mountjoy Chilton Medley LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2010;

(3) To approve the reservation of 800,000 additional shares of our common stock under our long term incentive plan, so that the total
number of shares reserved will increase from 800,000 to 1,600,000 shares;

(4) To approve the issuance of 200,000 shares of our common stock for the purchase of certain intangible assets; and

(5) To transact such other business as may properly come before the meeting or any adjournment thereof.
The Board of Directors of Industrial Services of America, Inc. recommends voting for all the above proposals.

By signing this proxy, you are appointing Harry Kletter and Michael Shannonhouse as proxies, with full power of substitution to vote all shares
of Industrial Services of America, Inc. common stock held by you on April 27, 2010 at the annual meeting on June 10, 2010, or at any
adjournment or postponement of such meeting.

Only shareholders of record at close of business on April 27, 2010 are entitled to notice of and to vote at the annual meeting. The transfer books
will not be closed.

By Order of the Board of Directors

Michael P. Shannonhouse

Recording Secretary of the Board of Directors
7100 Grade Lane
Louisville, Kentucky 40213
May 6, 2010

WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING, PLEASE MARK, DATE AND SIGN THE ENCLOSED PROXY
AND RETURN IT PROMPTLY IN THE ENCLOSED RETURN ENVELOPE, WHICH DOES NOT REQUIRE ANY POSTAGE IF
MAILED IN THE UNITED STATES, OR VOTE OVER THE INTERNET OR BY TELEPHONE. IF YOU ARE ABLE TO ATTEND
THE MEETING AND WISH TO VOTE YOUR SHARES PERSONALLY, YOU MAY DO SO AT ANY TIME BEFORE THE PROXY
IS EXERCISED.
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INDUSTRIAL SERVICES OF AMERICA, INC.
7100 GRADE LANE
LOUISVILLE, KENTUCKY 40213
PROXY STATEMENT

We are furnishing this proxy statement in connection with the solicitation of proxies by our Board of Directors for use at our 2010 annual
meeting of shareholders, which we are holding at 10:00 A.M. (Eastern Daylight Time) on Thursday, June 10, 2010 and at any and all
adjournments thereof, for the purposes set forth in the accompanying notice of the meeting.

We will vote shares represented by duly executed proxies in the accompanying form received prior to the meeting and not revoked at the
meeting or at any adjournments within 120 days thereof in accordance with the choices specified on the ballot. If you do not specify a choice, it
is the intention of the persons named as proxies in the accompanying form of proxy to vote for (i) the nominees for election as directors, (ii) the
ratification of the independent registered public accounting firm for the 2010 fiscal year, (iii) the reservation of 800,000 additional shares of our
common stock for issuance under our long term incentive plan, and (iv) the issuance of 200,000 shares of our common stock for the purchase of
certain intangible assets. The person executing the proxy may revoke it at any time before the proxy exercises the authority thereby granted by
giving written notice to our secretary, by delivery of a duly executed proxy bearing a later date or by voting in person at the meeting. Attendance
at the meeting will not have the effect of revoking a proxy unless the shareholder so attending so notifies the secretary of the meeting in writing
prior to voting of the proxy.

We will bear the expenses of soliciting proxies for the annual meeting, including the cost of preparing, assembling and mailing this proxy
statement and the accompanying form of proxy. Such expenses, however, do not include any salaries and wages of our officers and employees
who participated in the preparation, assembling and mailing of the proxy statement. In addition to the solicitation of proxies by mail, certain of
our officers and regular employees, without additional compensation, may use their personal efforts, by telephone or otherwise, to obtain
proxies. We will also request persons, firms and corporations holding shares in their names, or in the names of their nominees, which shares are
beneficially owned by others, to send this proxy material to and obtain proxies from such beneficial owners, and will reimburse such holders for
their reasonable expenses in so doing.

The presence in person or by proxy of shareholders holding a majority of the outstanding shares of our common stock will constitute a
quorum for the transaction of all business at the annual meeting. A shareholder voting for the election of directors may withhold authority to
vote for all nominees for directors or may withhold authority to vote for certain nominees for directors. A shareholder may also vote for, against
or abstain from voting on (i) the proposal to ratify the selection of the independent registered public accounting firm for the 2010 fiscal year, (ii)
the proposal to reserve an additional 800,000 shares of our common stock under our long term incentive plan and (iii) the proposal to issue
200,000 shares of our common stock to an entity owned by two of our employees for the purchase of certain intangible assets. We will treat
votes withheld from the election of any nominee for director and abstentions from any other proposal as shares that are present and entitled to
vote for purposes of determining the presence of a quorum, but we will not count in the number of votes cast on any matter any withheld votes
or abstentions. If a broker does not receive voting instructions from the beneficial owner of shares on a particular matter and indicates on the
proxy that it does not have discretionary authority to vote on that




Edgar Filing: INDUSTRIAL SERVICES OF AMERICA INC /FL - Form DEF 14A

matter, we will not consider those shares as present and entitled to vote with respect to that matter.
We plan to mail this proxy statement and the accompanying form of proxy to shareholders commencing on or about May 6, 2010.
VOTING SECURITIES

Only shareholders of record at the close of business on April 27, 2010 are entitled to vote at the annual meeting or any adjournments
within one hundred twenty (120) days thereof. As of April 27, 2010 there were 4,303,292 shares of our common stock outstanding and entitled
to vote.

Each share of common stock entitles the holder to one vote on all matters presented at the annual meeting.

The following table sets forth information regarding beneficial ownership of our common stock as of April 27, 2010 for (i) each of our
named executive officers, directors and nominees for director, (ii) each person known to management to own of record or beneficially more than
five percent of our outstanding shares, and (iii) all of our executive officers and directors as a group.

Amount and

Nature

of Beneficial Percentage

Ownership of
Name and Address 1)2)A3) Class (1)
Harry Kletter 1,225,900 (4) 28.5%
1208 Park Hills Court
Louisville, Kentucky 40207
Roberta Kletter 279,200 (5) 6.5%
1208 Park Hills Court
Louisville, Kentucky 40207
Albert Cozzi 108,103 (6) 2.5%
7100 Grade Lane
Louisville, KY 40213
Steve Jones 100,000 2.3%
3011 Long Creek Way
Louisville, KY 40245
Brian Donaghy 59,500 (7) 1.4%
18811 Weatherford
Louisville, KY 40245
Orson Oliver 35,134 (8) 0.8%
322 Zorn Avenue, Unit 1A
Louisville, KY 40206
Roman Epelbaum 26,000 (6) 0.6%
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P.O. Box 610
Goshen, KY 40026

Alan Schroering 13,700(9) 0.3%
7744 Four Leaf Drive
Greensville, IN 47124

James Wiseman III 5,000 0.1%
511 Pennyroyal Way
Louisville, KY 40223

All directors and executive officers as a group 1,573,337(10) 36.0%

The table reflects share ownership and the percentage of such share ownership as of April 27, 2010. We have determined the percentages
on the basis of 4,303,292 shares of our common stock outstanding (and exclusive of 491,708 shares of common stock held as Treasury
stock).

Except as otherwise indicated, each person or entity shown has sole voting and investment power with respect to the shares of common
stock owned by him or it.

We have obtained information with respect to beneficial ownership from our shareholder records and from information provided by
shareholders.

Includes 461,708 shares of common stock beneficially owned by K & R, LLC, the sole member of which is Harry Kletter and 500,000
shares of common stock beneficially owned by Harry Kletter Family Limited Partnership, for which Harry Kletter serves as general
partner. Roberta Kletter, spouse of Mr. Kletter, is a director and vice president of K&R. Two of Mr. Kletter s adult children are also
officers of K&R. The shares owned by Harry Kletter Family Limited Partnership were received in exchange for limited liability company
interests in two limited liability companies, pursuant to separate Agreements and Plans of Share Exchanges. The substance of this
transaction was the purchase of two tracts of real estate from the limited partnership. Does not include the following shares of common
stock, as to which Mr. Kletter disclaims beneficial ownership: (i) 279,200 shares owned by Roberta Kletter, the spouse of Harry Kletter;
and (ii) 27,030 shares owned by the Harry Kletter Family Charitable Foundation, of which Mrs. Kletter is a co-advisor.

Does not include the following shares of common stock, as to which Mrs. Kletter disclaims beneficial ownership: (i) 1,225,900 shares
owned beneficially by Harry Kletter, the spouse of Roberta Kletter; and (ii) 461,708 shares of common stock owned by K & R, of which
Harry Kletter is the sole member.

Includes options to purchase 20,000 shares exercisable within 60 days of April 27, 2010.

Includes 20,000 shares to which Mr. Donaghy is entitled but have not been issued and 1,500 shares held in Mr. Donaghy s minor son s
name. Mr. Donaghy is entitled to receive 20,000 shares of our common stock per year for the next five years, upon satisfaction of certain
conditions contained in an employment agreement between Mr. Donaghy, our president and chief operating officer, and us. One of these
conditions is that our EBITDA exceeds $4.5 million for the previous fiscal year. Mr. Donaghy has already received 40,000 shares.

3
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(8) Includes options to purchase 20,000 shares and 12,484 shares held in Trusts for Mr. Oliver s daughter and minor grandchildren for which
Mr. Oliver is the Trustee.

(9) Includes 2,200 shares held by Mr. Schroering s wife and minor children.

(10) Includes the options described in notes 6 8 above to purchase 60,000 shares exercisable within 60 days of April 27, 2010.
4
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INTERESTS OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON.

Shareholders are being asked to vote to approve the issuance of 200,000 shares of our common stock in connection with the purchase of
certain intangible assets. These shares are to be issued to Venture Metals, LLC, an entity owned 50% by Steve Jones, our Vice President of ISA
Alloys and 50% by Jeff Valentine, our general manager of ISA Alloys. As further described under Item IV, each of Mr. Jones and Mr. Valentine
will benefit from the transaction therein described to the extent of their percentage interest in Venture Metals, LLC.

ITEM 1. ELECTION OF DIRECTORS

The nominees for election as directors are Harry Kletter, Roman Epelbaum, Orson Oliver, Albert Cozzi and Brian Donaghy. At the 2009
annual meeting, the shareholders elected Messrs. Kletter, Epelbaum, Oliver, Cozzi, and Donaghy for a term expiring at the 2010 annual meeting.
If elected, all directors nominated will hold office until the 2011 annual meeting and until their respective successors have been elected and
qualified.

Shareholders voting at the annual meeting may not vote for more than the number of nominees listed in this proxy statement. A plurality
of the total votes cast at the annual meeting will elect the directors. That is, the five nominees receiving the greatest number of votes for directors
will be deemed elected directors. It is the intention of the persons named as proxies in the accompanying form of proxy (unless authority to vote
therefore is specifically withheld) to vote for the election of the five nominees for directors. In the event that any of the nominees becomes
unavailable (which we do not now anticipate), the persons named as proxies have discretionary authority to vote for a substitute nominee
designated by the present Board. The Board has no reason to believe that any nominee will be unwilling or unable to serve if elected.

The following table contains certain information regarding each nominee for election as director at this year s annual meeting. The Board
of Directors has determined that all directors have met the independence standards of Rule 5605(a)(2) of the National Association of Securities
Dealers listing standards with the exception of Messrs. Harry Kletter and Brian Donaghy. The Board considered the financial and tax services
provided by Mr. Epelbaum to Mr. Kletter and to K&R and determined such services did not change Mr. Epelbaum s independent status. Each
individual has furnished the respective information shown.

Year
Name and First
Principal Occupation Became
with Company Age Director
Harry Kletter 83 1983
Chairman of the Board
and Chief Executive Officer
Roman Epelbaum 55 2002
Director
Orson Oliver 67 2005
Director
Albert Cozzi 65 2006
Director
Brian Donaghy 34 2009

Director, President and Chief Operating Officer
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Nominees for Directors

HARRY KLETTER has been our director since 1983. In October 1983, he became chairman of the Board and chief executive officer. Mr.
Kletter served as our president and chief executive officer from October 1983 until January 1988, from January 1990 until July 1991, and from
August 1992 to December 1997. Mr. Kletter has served as chief executive officer continually since August 1992 and served as president from
May 2000 until August 2007. Mr. Kletter is the sole shareholder of K & R. Prior to his involvement with us, Mr. Kletter was president and chief
executive officer of K & R, which is now a real estate holding company. Prior thereto, Mr. Kletter was the president of Tri-City Industrial
Services, Inc., which was involved in the transportation, disposal and management of solid waste. Since 1980, Mr. Kletter has been an investor
in various other businesses including Outer Loop Industrial Park, Outer Loop Business Park, and Outer Loop Company, LLC, which are each
real estate ventures.

ROMAN EPELBAUM has been our director since 2002. Mr. Epelbaum graduated from the University of Louisville School of Business. He is
an enrolled agent licensed to practice before the Internal Revenue Service. Since 1996, he has been the sole shareholder of Tax & Accounting
Professionals, Inc., a Louisville, Kentucky based tax services company. From 1990 through 1996, Mr. Epelbaum, as a self-employed tax
professional and accountant, provided tax and accounting services to individuals and businesses. From 1989 to 1990, Mr. Epelbaum served as
controller of Kentucky Container, Inc. and KYFI, Inc. He worked in the tax department at Touche Ross & Company (now Deloitte & Touche,
LLP) from 1983 to 1989. From 1989 to 2002, Mr. Epelbaum served in various consulting capacities for us.

ORSON OLIVER has been our director since February 1, 2005. He is currently an independent business consultant with over thirty-five years
of experience in banking and financial consulting. Mr. Oliver began his career in 1968 as an attorney with the U.S. Treasury Department in
Washington, D.C. In September of 1975, he joined Bank of Louisville as general counsel. In November of 1985, he became president of the
Bank of Louisville. When Branch Banking and Trust Company acquired the Bank of Louisville in 2003, the Bank of Louisville had assets of
$1.6 billion and was the largest, locally managed bank in Louisville, Kentucky. Since his retirement from banking in February of 2004, Mr.
Oliver has worked as an independent general business consultant for the Al J. Schneider Company, a corporation with a number of large hotels
and real estate holdings in the Louisville, Kentucky area. Since May 2004, Mr. Oliver has also worked as an independent general business
consultant for PNC Bank, which is headquartered in Pittsburgh, Pennsylvania with assets of $77.3 billion. Mr. Oliver has been a member of the
board of directors of The Rawlings Company, LLC since January 1997 and the Al J. Schneider Company since February, 2004.

ALBERT A. COZZI has been our director since May 15, 2007. Since February 2006, Mr. Cozzi has been a partner with Cozzi Consulting
Group, a start-up consulting business, marking the re-entry of Mr. Cozzi into the scrap industry following a two-year non-compete agreement he
had with his former employers at Metal Management, Inc. From July 1999 to January 2004, Mr. Cozzi served as the chief executive officer of
Metal Management, Inc., headquartered in Chicago, Illinois, and one of the largest full service metals recyclers in the United States. From
December

10
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1997 to June 1999, Mr. Cozzi served as the president and chief operating officer of Metal Management, Inc. From 1963 to 1997, Mr. Cozzi held
various positions with Cozzi Iron & Metal, originally located in Chicago, Illinois, prior to its merger with Metal Management, Inc., including
president from 1990 to 1997. Mr. Cozzi received an M.B.A. from the University of Chicago.

BRIAN DONAGHY has been a director since 2009 and our president and chief operating officer since August 2007. Mr. Donaghy served as
our acting chief operating officer from January 1, 2007 through August 2007. Prior to his appointment to that position, Mr. Donaghy was a
consultant to ISA Recycling. From 2001 to 2007, he owned and operated Industrial Logistic Services, LLC, a scrap metal and waste
transportation company located at our Louisville headquarters, the assets of which he sold to us in 2007. ILS had approximately 30 employees
and total revenues of $2.0 million in 2007 and 2006.

None of the directors holds another directorship in a company with a class of securities registered pursuant to Section 12 of the Exchange
Act or subject to the requirements of Section 15(d) of the Exchange Act or in a company registered as an investment company under the
Investment Company Act of 1940, as amended. None of our directors or the nominees has any family relationship with any of our other directors
or executive officers.

Director Qualifications

When considering whether the nominees have the experience, qualifications and skills to enable the Board to satisfy its oversight
responsibilities effectively and provide the Board with experience in a wide variety of areas, the nominating committee focused primarily on the
information discussed in each director s individual biographies set forth above. The following are the conclusions reached by the nominating
committee with regard to each of its nominees.

With regard to Mr. Kletter, the nominating committee considered the many years of leadership experience that he has with the Company,
which the nominating committee believes provides him with unique insights into the Company s challenges, as well as intimate knowledge of its
operations, and best positions him to lead the Company in its strategic planning. With regard to Mr. Donaghy, the nominating committee
considered the many years of leadership experience that he has exhibited in the industry as well as his past service to our Company, through
which he has developed an intimate knowledge of our Company s operations. These experiences position Mr. Donaghy to lead the Company in
its day-to-day operations.

Experience in the financial industry is exhibited by Messrs. Epelbaum and Oliver. With regard to Mr. Epelbaum, the nominating
committee considered his years of experience in the tax department of a major accounting firm, his license to practice before the Internal
Revenue Service, and his experience as a self-employed tax professional. With regard to Mr. Oliver, the nominating committee considered his
past experience as an attorney with the U.S. Treasury Department in Washington D.C., his past presidency of the Bank of Louisville and his
work as an independent general business consultant for PNC Bank. With regard to Mr. Cozzi, the nominating committee considered his

11
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extensive experience in the metallic scrap industry, and his direct operational experience in the industry. These experiences bring a unique
perspective to our Board.

Governance

The Board s Leadership structure is as follows. A majority of our directors are independent. We have combined the roles of Chairman of
the Board and Chief Executive Officer since 1983. The Board believes that our CEO, Harry Kletter, is best situated to serve as Chairman
because he is the director most familiar with our business and industry and most capable of effectively identifying strategic priorities and leading
the discussion and execution of strategy. In addition, Mr. Kletter does not draw a salary from the Company, but rather serves more in a
consulting role (and is compensated through the consulting agreement described below). In contrast, our day to day operations are managed by
our President and Chief Operating Officer, Brian Donaghy. Accordingly, we believe our structure effectively mitigates against a concentration
of power in any single individual. We recognize that different board leadership structures may be appropriate for companies in different
situations and believe that no one structure is suitable for all companies at all times. We believe our current Board leadership structure, given the
current composition of the Board, is optimal. Having a single leader for both the Company and the Board eliminates the potential for confusion
or duplication of efforts, and provides clear leadership for our company.

Additionally, the Board has not appointed a lead independent director. Currently, the Board consists of five directors, three of whom are
independent. Due to the small size of the Board, all of the independent directors are able to closely monitor the activities of the Company and
meet regularly in executive sessions without management to discuss the development and strategy of our Company. These executive sessions
allow the independent directors to review key decisions and discuss matters in a manner that is independent of our Chief Executive. Therefore,
the Board has determined that a lead independent director is not necessary at this time. As the composition of the Board changes or grows in the
future, the Board of Directors intends to reevaluate the need for a lead independent director.

Our executive officers, especially the President and Chief Operating Officer, have the primary responsibility for risk management within
our Company. Our Board of Directors oversees risk management to ensure the processes designed and implemented by our executives are
adapted to and integrated with the Company s strategy and are functioning as directed. The primary means by which the Board oversees our risk
management structures and policies is through its regular communications with management. We believe that our leadership structure is
conducive to comprehensive risk management practices, and that the Board s involvement is appropriate to ensure effective oversight.

During 2009, the Board met four (4) times. In 2009, all incumbent directors attended at least 75% of the aggregate number of meetings of
the Board and the committees of which they were members.

The compensation committee, comprised of independent directors Messrs. Oliver, Cozzi and Epelbaum, is responsible for making
recommendations to the Board regarding salaries and bonuses that we pay to our executive officers, including our chief financial officer. This
committee does not have a chairperson. All functions of the compensation committee are performed by the committee as a whole. However, the
compensation committee confers with our chief executive officer, Mr. Kletter, to obtain additional input for the committee s decision making
process and record our processes and procedures for the determination of executive and

12
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director compensation, including the scope of authority of the compensation committee, the extent to which the compensation committee may
delegate any authority, and any role of executive officers in determining or recommending the amount or form of executive and director
compensation. The compensation committee has the authority to delegate to department supervisors decisions regarding compensation in their
respective departments. None of our executive officers served as a member of the compensation committee of another entity. Our compensation
committee has a written charter, which is available on our website at www.isa-inc.com under Investor Relations.

The compensation committee seeks to structure compensation that will provide sufficient incentives for named executive officers to drive
results while avoiding unnecessary or excessive risk taking that could harm the long-term value of the Company. The committee believes that
the following measures help achieve this goal:

Named executives are provided with competitive base salaries that are not subject to performance risk, which helps to mitigate
risk-taking behaviors and provides an incentive for executives to retain their employment with the Companys;

We enter into employment agreements with certain named executive officers because they provide a form of protection for the
Company and the individual;

Certain executive officers have long-term, performance-based incentives included in their employment agreements, which hold
individuals accountable for long-term decisions by only rewarding the success of those decisions.

The audit committee confers with our independent registered public accounting firm regarding the scope and adequacy of annual audits;
reviews reports from such independent accountants; and meets with the independent accountants to review the adequacy of our accounting
principles, financial controls and policies. The audit committee met five (5) times in 2009. The Board appointed Messrs. Oliver, Epelbaum, and
Cozzi to this committee at the Board meeting held June 16, 2009. Mr. Oliver is the chairperson of this committee. All current members of the
audit committee are independent as defined in Rule 5605(a)(2) of the National Association of Securities Dealers listing standards and the Audit
Committee Qualifications of Rule 5605(c)(2). The Board of Directors has determined that Mr. Oliver is our audit committee financial expert
based on a thorough review of his education and financial and public company experience and is independent as described in the preceding
sentence. The formal report of the audit committee with respect to the year 2009 begins on page 32 herein. Our audit committee has a written
charter, which is available on our website at www.isa-inc.com under Investor Relations.

The nominating committee has the power to recommend to the Board nominees for election as directors and persons to fill directors
vacancies and newly created directorships; recruit potential director candidates; recommend changes to the Board concerning the responsibilities
and composition of the Board and committees; and review written proxy comments and shareholder proposals (including director nominees)
received from shareholders at our principal executive offices no later than December 31, 2009 for inclusion in the proxy statement for the
following year s annual shareholder meeting. The nominating committee s charter directs the nominating committee to investigate and assess the
background and skills of potential candidates and to maintain an active file of suitable candidates for directors. The nominating committee has
the authority to engage a third party search firm to assist in identification of candidates, but our nominating committee currently believes that our
existing directors and executive management have significant networks of business contacts that likely will form the pipeline from which the
nominating committee can identify candidates.

13
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Upon identifying a candidate for serious consideration, one or more members of the nominating committee would initially interview such
candidate. If a candidate merited further consideration, the candidate would subsequently interview with all other nominating committee
members (individually or as a group), meet our chief executive officer and other executive officers and ultimately meet many of the other
directors. The nominating committee would elicit feedback from all persons who met the candidate and then determine whether or not to
nominate the candidate. The nominating committee utilizes a subjective analysis to identify and analyze candidates that it proposes for
nomination as directors, including but not limited to, highest personal and professional ethics and integrity, general business knowledge, interest
in our business, and willingness to serve. However, there are currently no minimum qualifications or standards that we require. While there is no
formal policy with regard to consideration of diversity in identifying director nominees, the nominating committee considers diversity in
business experience, professional expertise, gender and ethnic background, along with various other factors when evaluating director nominees.

We would consider candidates for director nominees recommended by shareholders in accordance with the requirements of Florida law
and the time limitation stated above. Shareholders should address potential nominations to the nominating committee at our executive offices,
which submissions we will then forward to the nominating committee. If shareholder nominations were made, the recording secretary, without
prior screening, would forward any shareholder communication directly to the Board at the next regularly scheduled Board meeting. The Board
would then request that the nominating committee consider the shareholder nominations. The nominating committee would then perform an
investigation of the candidate to determine if the candidate was qualified and would present the shareholder nomination in the proxy statement to
be subject to a vote of the shareholders. The nominating committee undertakes a similar investigation as to the qualifications of management
nominations. Consequently, there effectively would be little difference in the evaluation process of nominations whether generated by
shareholders or management. The nominating committee has no obligation to nominate any such individual for election. We have not received
any shareholder nominations for this annual meeting. Accordingly, we have not rejected or refused to nominate any such candidates.

The nominating committee did not hire any director search firm in 2009 and, accordingly, paid no fees to any such company. As indicated
above, however, the nominating committee may do so in the future if necessary.

The Board appointed Messrs. Epelbaum, Cozzi and Oliver to the nominating committee at the Board of Directors meeting held June 16,
2009. This committee does not have a chairperson nor did it meet in 2009 as no new director nominations were submitted. The Board of
Directors adopted a charter for the nominating committee at the Board of Directors meeting held January 31, 2005. Messrs. Epelbaum, Cozzi
and Oliver are independent as defined in Rule 5605(a)(2) of the National Association of Securities Dealers listing standards. Our nominating
committee has a written charter, which is available on our website at www.isa-inc.com under Investor Relations.

Neither the Board nor the nominating committee has implemented a formal policy regarding director attendance at the annual meeting.
Typically, the Board holds its annual organizational meeting directly following the annual meeting, which results in most directors being able to

attend the annual meeting. In 2009, all five (5) directors attended the annual meeting.

10
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The executive committee is one to which the Board of Directors may direct or delegate all or part of the duties and powers of the Board of
Directors with the exception of those duties and powers specifically prohibited by the laws of the State of Florida. When so designated, the
executive committee shall have the authority to act in the place and stead of the Board of Directors. The Board appoints members to the
executive committee as needed. No members were appointed in 2009, and no meetings were held by the committee in 2009.

The Board of Directors has adopted our Code of Ethics for the chief executive officer and financial executives, which you may find on our
website at www.isa-inc.com under Investor Relations. You may also find our Nominating Committee, Audit Committee and Compensation
Committee charters there. Shareholders may communicate directly with the Board of Directors in writing by sending a letter to the Board at:
Industrial Services of America, Inc., P.O. Box 32428, 7100 Grade Lane Louisville, KY 40232 or by a secure e-mail via our website at
www.isa-inc.com. Our legal counsel will receive and process all communications directed to the Board of Directors and will transmit such
communications to each member of the nominating committee without any editing or screening by the legal counsel.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors, certain officers and persons who own more than ten percent (10%) of our
outstanding common stock to file with the Securities and Exchange Commission reports of changes in ownership of our common stock held by
such persons. Officers, directors and greater than 10% shareholders must furnish us with copies of all forms they file under this regulation. To
our knowledge, based solely on a review of the copies of such reports furnished to us and representations from reporting persons that no other
reports including Form 5s were required, all Section 16(a) filing requirements applicable to all of our officers and directors were complied with
during 2009 with the following exceptions: Albert Cozzi did not file a timely Form 4 for purchases of 50,000 shares of common stock on March
23, 2009 for an average purchase price of $3.885 per share. K & R, LLC did not file a timely Form 4 for 3,000 shares of common stock
transferred to Roman Epelbaum and 10,500 shares of common stock transferred to non-reporting individuals in exchange for tax and financial
services provided to K&R on August 27, 2009. Harry Kletter did not file a timely Form 4 for 500,000 shares of common stock received by Harry
Kletter Family Limited Partnership, for which Mr. Kletter serves as general partner, in exchange for limited liability company interests in two
limited liability companies, pursuant to separate Agreements and Plans of Share Exchange on September 10, 2009. Harry Kletter Family Limited
Partnership did not file a timely Form 3 for 500,000 shares of common stock received with respect to the exchange described above on
September 10, 2009. Roman Epelbaum did not file a timely Form 4 for the sale of 1,000 shares of common stock on November 24, 2009 for a
selling price of $10.50. Brian Donaghy did not file a timely Form 4 for sales of 10,000 shares of common stock on December 4, December 7,
and December 9, 2009 for a selling price of $10.00. The above forms were filed late. We have informed the reporting persons of their filing
obligations.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF ALL NAMED DIRECTORS.
ITEM I1. RATIFICATION OF THE INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board has selected Mountjoy Chilton Medley LLP as the independent registered public accountants of our accounts for the fiscal year
ending December 31, 2010. This selection
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will be presented to shareholders for ratification at the annual meeting. If the shareholders fail to ratify this selection, the Board will reconsider
the matter of the selection of the independent registered public accountants. We do not expect representatives of Mountjoy Chilton Medley LLP
to be present at the annual meeting. We will deem the selection of Mountjoy Chilton Medley LLP ratified if the votes cast in favor of the
proposal exceed the votes cast against the proposal. We will not count abstentions and broker non-votes as votes cast either for or against the
proposal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE RATIFICATION OF THE INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM MOUNTJOY CHILTON MEDLEY, LLP.

ITEM III. APPROVAL OF AN 800,000 SHARE INCREASE IN THE RESERVATION OF SHARES OF OUR COMMON
STOCK FROM 800,000 TO 1,600,000 FOR ISSUANCE UNDER OUR LONG TERM INCENTIVE PLAN.

The Long-Term Incentive Plan was ratified by the shareholders at the 2009 annual meeting of shareholders on June 16, 2009. The Board
and Management believe this plan will aid in the recruitment and retention of key employees, directors, and consultants with outstanding
abilities and will motivate those persons to exert their best efforts on the Company s behalf by providing incentives to relate individual
performance more closely to Company performance and stockholder interests and to increase such individual s stock ownership in the Company.

We have issued 60,000 shares in awards under this plan in 2009. We plan to increase awards granted under this plan in the current and
future years. In order to support these future awards, additional shares of our common stock must be reserved for issuance under the plan. The
Board recommends the approval of an additional 800,000 shares for a total of 1,600,000 shares reserved for issuance under the Long Term
Incentive Plan.

A summary of the material provisions of the plan is set forth below and is qualified in its entirety by reference to the plan set forth in
Annex A.

The purpose of the plan is to:

motivate participants, by means of appropriate incentives, to achieve long-range corporate goals;

attract and retain persons eligible to participate in the plan;

provide incentive compensation opportunities that are competitive with those of similar companies; and

further align participants interests with those of our shareholders through compensation that is based on stock and thereby promote our

long-term financial interest, including the growth in value of our equity and enhancement of long-term shareholder return.
To achieve these objectives, the plan provides for the grant of the following awards:

non-qualified and incentive stock options;

stock appreciation rights, known as SARs; and
12
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other stock awards including stock units, restricted stock units, performance shares, performance units, and restricted stock.
Who is eligible to participate in the plan?

The Compensation Committee may grant one or more awards to participants comprised of our employees, including our officers, our
directors and consultants who are natural persons. Consultants must provide bona fide services to us, and the services may not be in connection
with the offer or sale of our securities in a capital-raising transaction, and such services do not directly or indirectly promote or maintain a
market for our securities. As of March 31, 2010, we had 167 active employees. The committee will determine the specific employees who will
receive awards under the plan and the type and amount of any such awards.

What types of awards may be granted?

OPTIONS. The committee may grant options under the plan to purchase stock which may be either non-qualified stock options or
incentive stock options. The purchase price of a share of stock under each option shall not be less than the fair market value of a share of
stock on the date the option is granted. The option shall be exercisable in accordance with the terms established by the committee. The full
purchase price of each share of stock purchased upon the exercise of any option shall be paid at the time of exercise. The purchase price
shall be payable in cash. The committee may impose such conditions, restrictions, and contingencies on stock acquired pursuant to the
exercise of an option as the committee determines to be desirable.

STOCK APPRECIATION RIGHTS. The committee may grant a stock appreciation right in connection with all or any portion of a
previously or contemporaneously granted option or independent of any option grant. An SAR entitles the participant to receive the amount
by which the fair market value of a specified number of shares on the exercise date exceeds an exercise price established by the committee.
The exercise price may not be less than 100% of the fair market value of the stock at the time the SAR is granted. Such excess amount
shall be payable in stock, in cash, or in any combination thereof, as determined by the committee.

OTHER STOCK AWARDS. The committee may grant stock units, (a right to receive stock in the future), performance shares (a right to
receive stock or stock units contingent upon achievement of performance or other objectives), performance units (a right to receive a
designated dollar amount of stock contingent on achievement of performance or other objectives) and restricted stock and restricted stock
units (a grant of stock and the right to receive stock in the future, respectively, with such shares or rights subject to a risk of forfeiture or
other restrictions that lapse upon the achievement of one or more goals relating to completion of service by the participant or the
achievement of performance or other objectives, as determined by the committee). Any such award shall be subject to such conditions,
restrictions and contingencies as the committee determines.

What performance goals may be used for performance-based compensation awards?

A federal income tax deduction will generally be unavailable to us for annual compensation in excess of $1 million paid to any of the five
most highly compensated officers of a public corporation. However, amounts that constitute performance-based compensation may
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not count toward the $1 million limit. The committee may designate any award described in the preceding paragraphs as intended to be
performance-based compensation. Any awards so designated shall be conditioned on the achievement of one or more performance goals, as
required by Section 162(m) of the Internal Revenue Code. The performance goals that we may use for such awards shall be based on any one or
more of the following performance measures: cash flow; earnings; earnings per share; market value added or economic value added; profits;
return on assets; return on equity; return on investment; revenues; stock price; or total shareholder return. Each goal may be expressed on an
absolute and/or relative basis, may be based on or otherwise employ comparisons based on internal targets, our past performance and/or the past
or current performance of other companies, and in the case of earnings-based measures, may use or employ comparisons relating to capital,
shareholders equity, shares outstanding, investments, assets or net assets. To satisfy the requirements that apply to performance-based
compensation, our shareholders must approve these goals, and approval of the plan will constitute approval of the foregoing goals.

Who administers the plan?

The plan is administered by a committee selected by the Board and consisting solely of two or more outside members of the Board. If the
committee does not exist, or for any other reason determined by the Board, the Board may t