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As filed with the Securities and Exchange Commission on May 27, 2009
Registration No.

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM S-1
REGISTRATION STATEMENT UNDER
THE SECURITIES ACT OF 1933

INTELLIGENT SYSTEMS CORPORATION
(Exact name of Registrant as specified in its charter)

Georgia 3452 58-1964787
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization) Classification Code Number) Identification No.)
4355 Shackleford Road

Norcross, Georgia 30093
(770) 381-2900
(Address, including Zip Code, and Telephone Number, including Area Code, of
Registrant s Principal Executive Offices)

Bonnie L. Herron
Chief Financial Officer
Intelligent Systems Corporation
4355 Shackleford Road
Norcross, Georgia 30093
(770) 381-2900
(Name, Address, Including Zip Code, and Telephone Number,
Including Area Code, of Agent for Service)
Copy to:

Larry D. Ledbetter, Esq.
Ledbetter Johnson Wanamaker Glass LLP
1175 Peachtree Street, NE
100 Colony Square, Suite 1100
Atlanta, Georgia 30361
(404) 835-9503

Approximate date of commencement of proposed sale to the public: As soon as practicable after this Registration
Statement becomes effective.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. o

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
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registration statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the
following box and list the Securities Act registration statement number of the earlier effective registration statement
for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the
following box and list the Securities Act registration statement number of the earlier effective registration statement
for the same offering. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer, and smaller
reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer o Non-accelerated filer o Smaller reporting
company p
(Do not check if a smaller
reporting company)
CALCULATION OF REGISTRATION FEE

Proposed
Proposed Maximum  Maximum
Title of Each Class of Securities to be = Amount to be  Offering Price Per Aggregate Amount of
Registered Registered Share Offering Price Registration Fee
4,478,971 $3,135,279.70

Common Stock, par value $0.01 per share shares $0.70 (1) $174.95
Rights to purchase Common Stock, par 4,478,971
value $0.01 per share rights (2) N/A N/A $0.00 (3)
Total

(1) Represents the
aggregate gross
proceeds from
the exercise of
the maximum
number of rights
that may be
issued.

(2) Evidencing the
rights to
subscribe for
4,478,971
shares of
common stock,
par value $0.01
per share.

(3) The rights are
being issued for
no
consideration.
Pursuant to Rule
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457(g) under the
Securities Act
of 1933, as
amended, no
separate
registration fee
is payable.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to
delay its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. These securities may not be sold nor may
offers to buy these securities be accepted until the registration statement filed with the Securities and Exchange
Commission becomes effective. This prospectus is not an offer to sell these securities and it is not soliciting an offer to
buy these securities in any state where the offer or sale is not permitted.
SUBJECT TO COMPLETION, DATED , 2009
PROSPECTUS
Intelligent Systems Corporation
Up to 4,478,971 Shares of Common Stock Issuable Upon Exercise of Rights
to Subscribe for Such Shares at $0.70 per Share

We are distributing at no charge to holders of our common stock non-transferable subscription rights to purchase
shares of our common stock. You will receive one subscription right for each share of common stock owned at the
close of business on ___,2009. We are distributing subscription rights exercisable for up to an aggregate of
4,478,971 shares of our common stock. The net proceeds from this rights offering will be used principally to support
our plans for our subsidiary, CoreCard Software, Inc. ( CoreCard ), including increasing marketing and sales activities,
expanding CoreCard s management team, and devoting additional resources to CoreCard s credit and prepaid card
processing services offering. If all the rights were exercised, the total purchase price of the shares offered in this rights
offering would be $3,135,279.70.

Each whole subscription right will entitle you, as a holder of our common stock, to purchase one share of our
common stock at a subscription price of $0.70 per share. Subscribers who exercise their rights in full may
over-subscribe for additional shares, subject to certain limitations, to the extent shares are available.

The subscription rights will expire if they are not exercised by 5:00 p.m., Eastern Daylight Time, on
2009, unless extended. We, in our sole discretion, may extend the period for exercising the subscription rights.
Subscription rights that are not exercised by the expiration date of this rights offering will expire and have no value.

You should carefully consider whether to exercise your subscription rights before the expiration of the rights
offering. Unless our board of directors cancels or terminates the rights offering, all exercises of subscription rights are
irrevocable. Our board of directors is making no recommendation regarding your exercise of the subscription rights.

The subscription rights may not be sold or transferred.

We may cancel or terminate the rights offering at any time prior to its expiration. If the total purchase price for the
shares subscribed for is less than $1,400,000, we plan to cancel the rights offering, but we are not obligated to do so,
and our board of directors may modify or waive this requirement. If we cancel or terminate this offering, we will
return your subscription price, but without any payment of interest.

The shares are being offered directly by us without the services of an underwriter or selling agent.

Shares of our common stock are traded on the NYSE Amex exchange under the symbol INS . On May 12, 2009,
the closing sales price for our common stock was $0.75 per share. The shares of common stock issued upon exercise
of the rights will also be listed on the NYSE Amex exchange under the same symbol.

Exercising the rights and investing in our common stock involves a high degree of risk. We urge you to
carefully read the section entitled Risk Factors beginning on page 13 of this prospectus and all other
information included or incorporated herein by reference in this prospectus in its entirety before you decide
whether to exercise your rights.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

The date of this prospectus is ___,2009.

]
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ABOUT THIS PROSPECTUS
Unless otherwise stated or the context otherwise requires, the terms Intelligent Systems, we, us, our, and the
Company refer to Intelligent Systems Corporation and its subsidiaries, and the term common stock means Intelligent
Systems Corporation s common stock, par value $0.01 per share.

You should rely only on the information contained or incorporated by reference in this prospectus. We have not
authorized anyone to provide you with additional or different information. If anyone provides you with additional,
different or inconsistent information, you should not rely on it. We are not making an offer to sell securities in any
jurisdiction where the offer or sale is not permitted. You should assume that the information in this prospectus is
accurate only as of the date on the front cover of this prospectus, and any information we have incorporated by
reference is accurate only as of the date of the document incorporated by reference, in each case, regardless of the time
of delivery of this prospectus or any exercise of the rights. Our business, financial condition, results of operations and
prospects may have changed since that date.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements regarding, among other things, our financial condition and
business strategy. Forward-looking statements provide our current expectations and projections about future events.
Forward-looking statements include statements about our expectations, beliefs, plans, objectives, intentions,
assumptions, and other statements that are not historical facts. As a result, all statements other than statements of
historical facts included in this prospectus, including, without limitation, statements under the heading Risk Factors
and located elsewhere in this prospectus regarding the prospects of our industry and our prospects, plans, financial
position, and business strategy may constitute forward-looking statements. In addition, forward-looking statements
generally can be identified by the use of forward-looking terminology such as may, could, expect, intend, estimat

anticipate, plan, foresee, believe, or continue, or the negatives of these terms or variations of them or similar
terminology, but the absence of these words does not necessarily mean that a statement is not forward-looking.

Forward-looking statements are subject to known and unknown risks and uncertainties and are based on
potentially inaccurate assumptions that could cause actual results to differ materially from those expected or implied
by the forward-looking statements. Although we believe that the expectations reflected in these forward-looking
statements are reasonable, we can give no assurance that these expectations will prove to be correct. Important factors
that could cause actual results to differ materially from our expectations are disclosed in this prospectus, including in
conjunction with the forward-looking statements included in this prospectus and under the heading Risk Factors.
These factors include, without limitation, our history of operating losses, continued uncertainty in the global financial
markets, our reliance on a relatively small number of customers for a significant percentage of our revenue, our
software subsidiary s ability to develop new products, customers acceptance of our new and existing products,
competition in our industries, our ability to protect our intellectual property rights, our ability to obtain financing and
the terms and conditions of any financing that is consummated, our ability to meet the listing standards of the NYSE
Amex exchange, the possible volatility of our stock price, and the potential fluctuation of our operating results.

All subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf are
expressly qualified in their entirety by the cautionary statements included in this document. These forward-looking
statements speak only as of the date of this prospectus. We undertake no obligation to publicly revise any
forward-looking statement to reflect circumstances or events after the date of this prospectus or to reflect the
occurrence of unanticipated events except as may be required by applicable securities laws.

1
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QUESTIONS AND ANSWERS RELATING TO THE RIGHTS OFFERING

The following are examples of what we anticipate will be common questions about the rights offering. The answers
are based on selected information from this prospectus and the documents incorporated by reference herein. The
following questions and answers do not contain all of the information that may be important to you and may not
address all of the questions that you may have about the rights offering. This prospectus and the documents
incorporated by reference herein contain more detailed descriptions of the terms and conditions of the rights offering
and provide additional information about us and our business, including potential risks related to the rights offering,
the common stock of the Company and our business.

Exercising the rights and investing in our common stock involves risks. We urge you to carefully read the
section entitled Risk Factors beginning on page 13 of this prospectus and all other information included or
incorporated herein by reference in this prospectus in its entirety before you decide whether to exercise your
rights.

What is a rights offering?

We are distributing to holders of our common stock as of 5:00 p.m., Eastern Daylight Time, on _,2009,
the record date, at no charge, subscription rights to purchase shares of our common stock. You will receive one
subscription right for each share of common stock you owned at the close of business on the record date. The
subscription rights will be evidenced by rights certificates.

What is a right?

Each whole right gives our stockholders the opportunity to purchase one share of our common stock for $0.70 per
share and carries with it a basic subscription privilege and an over-subscription privilege.
How many shares may I purchase if I exercise my rights?

We are granting to you, as a stockholder of record on the record date, one subscription right for each share of our
common stock you owned at that time. Each right contains the basic subscription privilege and the over-subscription
privilege. You may exercise any number of your subscription rights, or you may choose not to exercise any
subscription rights.

If you hold your shares in the name of a broker, dealer, or other nominee who uses the services of the Depository
Trust Company, or DTC, then DTC will issue one right to the nominee for each share of our common stock you own
at the record date. Each whole right can then be used to purchase one share of common stock for $0.70 per share.
What is the basic subscription privilege?

The basic subscription privilege of each whole right entitles you to purchase one share of our common stock at the
subscription price of $0.70 per share.

What is the over-subscription privilege?

The over-subscription privilege of each right entitles you, if you have fully exercised your basic subscription
privilege, to subscribe for additional shares of our common stock at the same subscription price per share. Pursuant to
your over-subscription privilege, you may subscribe for up to 500,000 additional shares. Shares will only be awarded
to you, however, if other holders of subscription rights do not subscribe for all the shares available to them under their
basic subscription privileges.

How will shares be awarded following the expiration date?

Shares will first be awarded to rights holders in the amount that each holder subscribed for under his basic

subscription privilege. If available shares remain after the fulfillment of all basic subscription requests under the
2
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holders basic subscription privilege, then shares will be awarded to rights holders who exercised their
over-subscription privilege. If there are sufficient shares available to fulfill the over-subscription requests of all rights
holders, then each rights holder will receive the number of shares subscribed for under his over-subscription privilege.
What if there is an insufficient number of shares to satisfy the over-subscription requests?

If there is an insufficient number of shares of our common stock available to satisfy fully the over-subscription
requests of rights holders, subscription rights holders who exercised their over-subscription privilege will receive the
available shares pro rata in proportion to the number of shares of our common stock that rights holders who exercised
their over-subscription privilege purchased by exercising their basic subscription privilege. In certain situations,
allocating the remaining available shares on this basis could result in your receiving an allocation of a greater number
of shares than you subscribed for under your over-subscription privilege. If this occurs, then we will allocate to you
only the number of shares for which you subscribed. We will allocate the remaining shares among all other holders
exercising their over-subscription privileges on the pro rata basis described above.

What if I do not receive the full number of shares for which I subscribed?

If you do not receive the full number of shares for which you subscribed, any excess subscription payment will be
returned to you, without interest or deduction, promptly after the expiration of the rights offering.
Why are we conducting the rights offering?

We are making the rights offering to procure funds which we will use principally to support our plans for our
CoreCard subsidiary, including increasing marketing and sales activities, expanding CoreCard s management team,
and devoting additional resources to CoreCard s credit and prepaid card processing services offering. A rights offering
provides our stockholders the opportunity to participate in this transaction and minimizes the dilution of their
ownership interest in the Company.

How was the subscription price of $0.70 per share determined?

Our board of directors determined the subscription price after considering the likely cost of capital from other
sources, the price at which our stockholders might be willing to participate in the rights offering, and historical and
current trading prices for our common stock. The subscription price for a subscription right is $0.70 per share. The
subscription price does not necessarily bear any relationship to the book value of our assets or our past operations,
cash flows, losses, financial condition, net worth, or any other established criteria used to value securities. You should
not consider the subscription price to be an indication of the fair value of the common stock to be offered in the rights
offering.

Am I required to exercise any or all of the rights I receive in the rights offering?

No. You may exercise any number of your rights, or you may choose not to exercise any rights.
What happens if I choose not to exercise my subscription rights?

If you do not exercise any rights, the number of shares of our common stock you own will not change. However,
because shares are expected to be purchased by other stockholders in the rights offering, your percentage ownership
after the exercise of the rights will be diluted.

How soon must I act to exercise my rights?
The rights may be exercised beginning on the date of this prospectus through the expiration date, which is
__,20009, at 5:00 p.m., Eastern Daylight Time, unless extended by us. If you elect to exercise any rights, the
subscription agent must actually receive all required documents and payments from you or your broker or nominee at
or before the expiration date. Although we have the option of extending the expiration date of the subscription period,
we currently do not intend to do so.
3
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When will I receive my subscription rights certificate?

Promptly after the date of this prospectus, the subscription agent will send a subscription rights certificate to each
registered holder of our common stock as of 5:00 p.m., Eastern Daylight Time, on the record date, based on our
stockholder registry maintained at the transfer agent for our common stock. If you hold your shares of common stock
through a brokerage account, bank or other nominee, you will not receive an actual subscription rights certificate.
Instead, as described in this prospectus, you must instruct your broker, bank or nominee whether or not to exercise
rights on your behalf. If you wish to obtain a separate subscription rights certificate, you should promptly contact your
broker, bank or other nominee and request a separate subscription rights certificate. It is not necessary to have a
physical subscription rights certificate to elect to exercise your rights.

May I transfer my rights?

No. Should you choose not to exercise your subscription rights, you may not sell, give away or otherwise transfer
your subscription rights. Subscription rights will, however, be transferable by operation of law (for example, upon the
death of the recipient).

Are we requiring a minimum subscription to complete the rights offering?

Yes. We plan to complete the rights offering only if we receive subscriptions totaling at least $1,400,000 by the
expiration date of the rights offering. This requirement, however, may be modified or waived by our board of
directors.

Can the board of directors cancel, terminate, amend, or extend the rights offering?

Yes. Our board of directors may decide to cancel or terminate the rights offering at any time before the expiration
of the rights offering and for any reason. If our board of directors cancels or terminates the rights offering, we will
issue a press release notifying stockholders of the cancellation or termination, and any money received from
subscribing stockholders will be promptly returned, without interest or deduction.

We may amend the terms of the rights offering or extend the subscription period of the rights offering. The period
for exercising your subscription rights may be extended by our board of directors, although we do not presently intend
to do so. We also reserve the right to amend the terms of the rights offering.

Have any stockholders indicated they will exercise their rights?

Yes. Some of the members of our management team and board of directors have advised us that they currently
intend to participate in the rights offering. One of our largest stockholders and our Chief Executive Officer, J. Leland
Strange, has indicated that he intends to participate to the full extent of his basic subscription right and may exercise
his over-subscription right to some lesser extent, but he is not obligated to do so.

Has our board of directors made a recommendation to our stockholders regarding the exercise of rights under
the rights offering?

No. Our board of directors has not, and will not, make any recommendation to stockholders regarding the exercise
of rights under the rights offering. You should make an independent investment decision about whether or not to
exercise your rights. Stockholders who exercise rights risk investment loss on new money invested. We cannot assure
you that the market price for our common stock will remain above the subscription price or that anyone purchasing
shares at the subscription price will be able to sell those shares in the future at the same price or a higher price. If you
do not exercise your rights, you will lose any value represented by your rights and your percentage ownership interest
in the Company will be diluted. For more information on the risks of participating in the rights offering, see the
section of this prospectus entitled Risk Factors.

4
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How do I exercise my rights? What forms and payment are required to purchase the shares of common stock?

If you wish to participate in the rights offering, you must take the following steps, unless your shares are held by a
broker, dealer, or other nominee:

deliver payment to the subscription agent using the methods outlined in this prospectus; and
deliver a properly completed rights certificate to the subscription agent before 5:00 p.m., Eastern Daylight Time, on
__,2009, unless extended.

If you send a payment that is insufficient to purchase the number of shares you requested, or if the number of
shares you requested is not specified in the forms, the payment received will be applied to purchase shares to the full
extent of the payment tendered. If the payment exceeds the subscription price for the full exercise of the basic and
over-subscription privileges (to the extent specified by you), the excess will be refunded. You will not receive interest
on any payments refunded to you under the rights offering.

What should I do if I want to participate in the rights offering, but my shares are held in the name of my
broker, dealer, or other nominee?

If you hold your shares of our common stock in the name of a broker, dealer, or other nominee, then your broker,
dealer, or other nominee is the record holder of the shares you own. The record holder must exercise the rights on your
behalf for the shares of common stock you wish to purchase.

If you wish to participate in the rights offering and purchase shares of common stock, please promptly contact the
record holder of your shares. We will ask your broker, dealer, or other nominee to notify you of the rights offering.
You should complete and return to your record holder the form entitled Beneficial Owner Election Form. You should
receive this form from your record holder with the other rights offering materials.

May stockholders in all states participate?

Although we intend to distribute the rights to all stockholders, we reserve the right in some states to require
stockholders, if they wish to participate, to state and agree that upon exercise of their respective rights that they are
acquiring the shares for investment purposes only, and that they have no present intention to resell or transfer any
shares acquired.

When will I receive my new shares?

If you purchase shares of common stock in the rights offering, you will receive your new shares promptly after the
closing of the rights offering.

5
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After I send in my payment and rights certificate, may I change or cancel my exercise of rights?

No. Unless our board of directors cancels or terminates the rights offering, all exercises of rights are irrevocable,
even if you later learn information that you consider to be unfavorable to the exercise of your rights. You should not
exercise your rights unless you are certain that you wish to purchase additional shares of our common stock at a price
of $0.70 per share.

Are there risks in exercising my subscription rights?

Yes. The exercise of your subscription rights involves risks. Exercising your subscription rights means buying
additional shares of our common stock and should be considered as carefully as you would consider any other equity
investment. You should carefully read the section entitled Risk Factors beginning on page 13 of this prospectus and all
other information included or incorporated herein by reference in this prospectus in its entirety before you decide
whether to exercise your rights.

What are the United States Federal income tax consequences of exercising my subscription rights?

A holder should not recognize income or loss for United States Federal income tax purposes in connection with the
receipt or exercise of subscription rights in the rights offering. You should consult your tax advisor as to the particular
consequences to you of the rights offering.

How many shares of common stock will be outstanding after the rights offering?

As of __,2009, we had 4,478,971 shares of common stock issued and outstanding. Based upon the
maximum of 4,478,971 shares that may be issued pursuant to the rights offering we would have 8,957,942 shares of
common stock outstanding after the closing of the rights offering.

How much money will the Company receive from the rights offering?

If we meet the minimum purchase requirement, we will receive proceeds of $1,400,000, before deducting
estimated offering expenses. If we sell all of the shares being offered, we will receive proceeds of $3,135,279.70,
before deducting estimated offering expenses. See the section of this prospectus entitled Use of Proceeds.

Will I be charged a sales commission or a fee if I exercise my subscription rights?

We will not charge a brokerage commission or a fee to rights holders for exercising their subscription rights.
However, if you exercise your subscription rights through a broker or nominee, you will be responsible for any fees
charged by your broker or nominee.

If the rights offering is not completed, will my subscription payment be refunded to me?

Yes. The subscription agent will hold all funds it receives in a segregated bank account until completion of the
rights offering. If the rights offering is not completed, we will promptly instruct the subscription agent to return your
payment in full. If you own shares in street name, it may take longer for you to receive payment because the
subscription agent will send payments through the record holder of your shares. Any funds returned will be returned
without interest or deduction.

Will the rights be listed on a stock exchange or national market?

The rights themselves will not be listed on the NYSE Amex exchange or any other stock exchange or national
market. Our common stock will continue to trade on the NYSE Amex exchange under the symbol INS , and the shares
issued in connection with the rights offering will be eligible for trading on the NYSE Amex exchange.

6
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To whom should I send my forms and payment?

If your shares are held in the name of a broker, dealer, or other nominee, then you should send your subscription
documents and payment to that record holder in accordance with the instructions you receive from that record holder.
If you are the record holder, then you should send your subscription documents, rights certificate and payment by
hand delivery, first class mail, or courier service to:

American Stock Transfer & Trust Company
6201 15% Avenue
Brooklyn, New York 11219
Telephone: (877) 248-6417

You are solely responsible for completing delivery to the subscription agent of your subscription documents, rights
certificate, and payment. We urge you to allow sufficient time for delivery of your subscription materials to the
subscription agent.

Whom should I contact if I have other questions?
If you have other questions or need assistance, please contact the information agent, Morrow & Co., LLC, at 470 West
Avenue, Stamford, CT 06902, Telephone: (800) 607-0088 or (203) 658-9400.
For a more complete description of the rights offering, see The Rights Offering beginning on page 26.
7
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SUMMARY
This summary highlights information contained elsewhere in this prospectus or incorporated by reference therein.
This summary is not complete and may not contain all of the information that you should consider before deciding
whether or not you should exercise your rights. You should read the entire prospectus carefully, including the section
entitled Risk Factors beginning on page 13 of this prospectus and all other information included or incorporated
herein by reference in this prospectus in its entirety before you decide whether to exercise your rights.
Our Company

We and our predecessor companies have operated since 1973, and our securities have been publicly traded since
1981. Since the early 1980s, we have conducted our operations principally through wholly and majority owned
subsidiaries or minority owned affiliates to which we devote extensive management resources. Depending upon the
needs of each company, we may undertake a variety of roles including day-to-day management of operations, board of
director participation, financing, market planning, strategic contract negotiations, personnel and administrative roles,
and similar functions.

Our current operations are conducted principally through two consolidated subsidiaries: CoreCard Software,
Inc. ( CoreCard ) and ChemFree Corporation ( ChemFree ). We own 100 percent of ChemFree and 95 percent of
CoreCard. We also have two wholly-owned subsidiaries, CoreCard SRL and ISC Software in Romania and India,
respectively, that perform software development and testing for CoreCard. Our affiliate companies (in which we have
a minority ownership) are mainly involved in the information technology industry.

ChemFree designs, assembles and sells bioremediating parts washers and associated supplies that are used by
commercial, industrial, military and government agencies to maintain and service machinery or vehicles used in their
operations. The parts washer system, sold under the SmartWasher® trademark, uses a proprietary advanced
bio-remediation process that cleans automotive and machine parts without using hazardous, solvent-based chemicals.
Our assembled products are shipped to U.S, and international resellers or direct to domestic customer sites and do not
require set-up or on-site support from us. Customers purchase proprietary replacement supplies consisting of fluid and
filters from us after the initial parts washer sale. In some cases, we provide equipment to multi-site corporate users
under leases which typically range between three and four years.

CoreCard designs, develops, and markets transaction processing software to accounts receivable businesses,
financial institutions (such as banks and credit unions), retailers and processors to manage their credit and debit card,
prepaid cards, private label cards, fleet cards, loyalty programs, and accounts receivable and small loan transactions.
CoreCard has developed software applications based on its core financial transaction processing platform to address
the unique requirements of customers issuing:

Credit/Debit Cards involving revolving or non-revolving credit issued to consumer or business accounts (with
or without a physical card) that typically involve interest, fees, settlement, collections, etc. Within this market,
CoreCard offers software specifically tailored to handle private label cards, network branded (i.e. MasterCard
or VISA) bank cards, fleet cards, and short-term consumer loans.

Prepaid Cards involving pre-loaded funds drawn down for purchase or cash withdrawal typically involving a
variety of fees but no interest. Numerous examples exist including gift cards, loyalty/reward cards, health
benefit cards, payroll and benefits disbursement, government assistance payments, and transit cards.

Our products allow financial institutions and commercial customers to optimize their credit and prepaid card
account management systems, improve customer retention, lower operating costs, and create greater market
differentiation. CoreCard is also introducing a custom processing service to provide prepaid card processing services
using the CoreCard software configured to each customer s preferences, with an option to license the same software for
in-house processing in the future. We receive software license fees as well as service revenue from implementation,
customization, training, and support services.
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We are incorporated under the laws of the State of Georgia. Our principal executive offices are located at 4355
Shackleford Road, Norcross, Georgia 30093, and our telephone number is (770) 381-2900. Our website is
www.intelsys.com. The information on our website does not constitute part of this prospectus and should not be relied
upon in connection with making any investment in our securities.
Recent Developments
Our board of directors approved and submitted to our shareholders for their approval a reverse stock split at a ratio of
one-for-four, one-for-six or one-for-eight. The reverse stock split was considered at the annual meeting of our
shareholders on May 28, 2009 and was approved by the shareholders at the annual meeting. The board of directors has
the authority to decide whether and at what ratio the reverse stock split should be effected and to file an amendment to
our articles of incorporation effectuating the split. If our board of directors elects to effectuate the reverse stock split,
then the reverse stock split will occur after the completion of the rights offering.

The Rights Offering

Rights We are distributing to you, at no charge, one non-transferable subscription right
for every one share of our common stock that you owned on the record date, either
as a holder of record or, in the case of shares held of record by brokers, banks or
other nominees, on your behalf, as a beneficial owner of such shares. We expect
the gross proceeds from the rights offering to be $3,135,279.70, assuming full

participation.

Basic subscription privilege Each whole right gives you the opportunity to purchase one share of our common
stock for $0.70 per share.

Over-subscription privilege If you elect to exercise your basic subscription privilege in full, you may also

subscribe for up to 500,000 additional shares at the same subscription price per
share. Shares will only be awarded to you, however, if other holders of
subscription rights do not subscribe for all the shares available to them under their
basic subscription privileges. If there is an insufficient number of shares of our
common stock available to fully satisfy the over-subscription requests of rights
holders, subscription rights holders who exercised their over-subscription privilege
will receive the available shares pro rata in proportion to the number of shares of
our common stock that rights holders who exercised their over-subscription
privilege purchased by exercising their basic subscription privileges. In certain
situations, allocating the remaining available shares on this basis could result in
your receiving an allocation of a greater number of shares than you subscribed for
under your over-subscription privilege. If this occurs, then we will allocate to you
only the number of shares for which you subscribed. We will allocate the
remaining shares among all other holders exercising their over-subscription
privileges on the pro rata basis described above. If you do not receive the full
number of shares for which you subscribed, any excess subscription payment will
be returned to you, without interest or deduction, promptly after the expiration of
the rights offering.
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Record date

Expiration date

Subscription price

Non-transferability of rights

No board recommendation

Procedure for exercising
rights

How rights holders can
exercise rights through others

5:00 p.m. Eastern Daylight Time on __,20009.

5:00 p.m. Eastern Daylight Time on __,2009, unless extended by us, in
our sole discretion. Any rights not exercised at or before that time will expire
without any payment to the holders of those unexercised rights.

$0.70 per share, payable in cash.

The subscription rights may not be sold, transferred, or assigned and will not be
listed for trading on the NYSE Amex exchange or on any stock exchange or
market or on the OTC Bulletin Board.

Our board of directors makes no recommendation to you about whether you

should exercise any rights. You are urged to make an independent investment
decision about whether to exercise your rights based on your own assessment of

our business and the rights offering. Please see the section of this prospectus

entitled Risk Factors for a discussion of some of the risks involved in investing in
our common stock.

If you are the record holder of shares of our common stock, to exercise your rights
you must complete the rights certificate and deliver it to the subscription agent,
American Stock Transfer & Trust Company, together with full payment for all the
subscription rights you elect to exercise. The subscription agent must receive the
proper forms and payments on or before the expiration of the rights offering. You
may deliver the documents and payments by mail or commercial courier. If regular
mail is used for this purpose, we recommend using registered mail, properly
insured, with return receipt requested. If you are a beneficial owner of shares of
our common stock, you should instruct your broker, custodian bank, or nominee in
accordance with the procedures described in the section of this prospectus entitled
The Rights Offering Beneficial Owners.

If you hold our common stock through a broker, custodian bank, or other nominee,
we will ask your broker, custodian bank, or other nominee to notify you of the
rights offering. If you wish to exercise your rights, you will need to have your
broker, custodian bank, or other nominee act for you. To indicate your decision,
you should complete and return to your broker, custodian bank, or other nominee
the form entitled Beneficial Owner Election Form. You should receive this form
from your broker, custodian bank, or other nominee with the other rights offering
materials. You should contact your broker, custodian bank, or other nominee if
you believe you are entitled to participate in the rights offering but you have not
received this form.

10
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No revocation

Issuance of our common
stock

U.S. federal income tax
considerations

Extension, cancellation, and
amendment

Minimum subscription
requirement

Shares outstanding before the
rights offering

Shares outstanding after
completion of the rights
offering

If you exercise any of your rights, you will not be permitted to revoke or change
the exercise or request a refund of monies paid.

If you purchase shares of common stock through the rights offering, we will issue
certificates representing those shares to you or Depository Trust Company on your
behalf, as the case may be, promptly after the completion of the rights offering.

A holder should not recognize income or loss for United States federal income tax
purposes in connection with the receipt or exercise of subscription rights in the
rights offering. You should consult your tax advisor as to the particular
consequences to you of the rights offering. For a detailed discussion, see Material
United States Federal Income Tax Consequences.

The period for exercising your subscription rights may be extended by our board
of directors, although we do not presently intend to do so. Our board of directors
may cancel or terminate the rights offering in its sole discretion at any time on or
before the expiration of the rights offering for any reason (including, without
limitation, a change in the market price of our common stock). In the event that the
rights offering is cancelled or terminated, all funds received from subscriptions by
stockholders will be returned. Interest will not be payable on any returned funds.
We also reserve the right to amend the terms of the rights offering.

We plan to complete the rights offering only if we receive subscriptions totaling at
least $1,400,000 by the expiration date of the rights offering. This requirement,

however, may be modified or waived by our board of directors.

4,478,971 shares as of _,20009.

Up to 8,957,942 shares of our common stock will be outstanding immediately after
completion of the rights offering.

11
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No stand-by commitment

Use of proceeds

Fees and expenses

Subscription agent
Information agent

Questions

NYSE Amex
trading symbol

Exercising your rights and investing in our common stock involves various risks associated with your investment,
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We have no stand-by or backstop commitment with any party to buy
shares if the subscription rights are not fully exercised. Some of the
members of our management team and board of directors have advised
us that they currently intend to participate in the rights offering. One of
our largest stockholders and our Chief Executive Officer, J. Leland
Strange, has indicated that he intends to participate to the full extent of
his basic subscription privilege and may exercise his over-subscription
privilege to some lesser extent, but he is not obligated to do so.

If we meet the minimum purchase requirement, we will receive proceeds
of $1,400,000, before deducting estimated offering expenses. If we sell
all of the shares being offered, we will receive proceeds of
$3,135,279.70, before deducting estimated offering expenses. We plan to
use the net proceeds of the rights offering principally to support our
plans for our CoreCard subsidiary, including increasing marketing and
sales activities, expanding CoreCard s management team, and devoting
additional resources to CoreCard s credit and prepaid card processing
services offering.

We will bear the fees and expenses relating to the rights offering but not
any commissions, fees or expenses you may incur in connection with the
exercise of your rights.

American Stock Transfer & Trust Company
Morrow & Co., LLC

Questions regarding the rights offering should be directed to the
information agent at 470 West Avenue, Stamford, CT 06902, Telephone:
(800) 607-0088 or (203) 658-9400.

Shares of our common stock are currently listed for quotation on the
NYSE Amex exchange under the symbol INS , and any shares issued to
you in connection with the rights offering will be eligible for trading on
the NYSE Amex exchange.

Risk Factors

including the risks described in the section of this prospectus entitled Risk Factors beginning on page 13 and the risks
that we have highlighted in other sections of this prospectus. You should carefully read and consider these risk factors
together with all of the other information included and incorporated by reference in this prospectus before you decide
whether to exercise your rights to purchase shares of our common stock.

12
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RISK FACTORS

Investing in our securities involves a high degree of risk. You should carefully consider the specific risks
described below, the risks described in our Annual Report on Form 10-K for the fiscal year ended December 31,
2008, which are incorporated herein by reference, and any risk factors set forth in our other filings with the SEC,
pursuant to Sections 13(a), 13(c), 14, or 15(d) of the Exchange Act of 1934, as amended, before making an investment
decision. See the section of this prospectus entitled Where You Can Find More Information. Any of the risks we
describe below or in the information incorporated herein by reference could cause our business, financial condition
or operating results to suffer. The market price of our common stock could decline if one or more of these risks and
uncertainties develop into actual events. You could lose all or part of your investment. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also may materially adversely
affect our business, financial condition or operating results. Some of the statements in this section of the prospectus
are forward-looking statements. For more information about forward-looking statements, please see

Forward-Looking Statements.
Risks Related to Our Business and Industries
We have a history of losses from operations and there is no guarantee that we will realize or sustain a profit in the
foreseeable future.

We incurred net losses of $823,000 in 2008 and $2,424,000 in 2007 and may incur net losses in the future. Our
historical losses are principally due to extensive new product development activities related to our software business
and significant legal expenses related to protecting certain of our patents. Expenses associated with our domestic and
offshore software development activities and the costs of the corporate office more than offset the profitable
operations of our industrial products business. We currently expect our financial performance will improve over the
next twelve to eighteen months but we may not achieve or sustain profitability on a regular basis and our performance
may continue to fluctuate on an annual and quarterly basis for a number of factors, many of which are outside of our
control, including those listed below:

The number, size and scope of our software contracts;

The volume and mix of products ordered by our industrial products customers;

Our customer retention and acquisition rate and satisfaction with our products and services;

The length of the sales cycle associated with our software products and services;

The efficiency with which we utilize our domestic and international employees;

How we plan and manage our existing and new software development projects and customer contracts;
Our ability to manage future growth;

Changes in pricing policies by us or our competitors;

Continued high levels of legal expenses related to actions we have undertaken to protect patents associated with
our industrial products; and

Changes in cost of materials and production overhead for our industrial products.
In addition, it is possible that in some future periods our operating results may be below the expectations of
public market analysts and investors. In this event, the price of our common stock may fall.
13
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Continued uncertainty in the global financial markets could have a negative impact on our software business.

Our software subsidiary sells financial transaction processing software and related services to handle the
complex processes involved in account management for credit cards, debit cards, prepaid cards, loyalty programs,
private label cards, fleet cards, accounts receivable, and small loan transactions. Its target markets include companies
in various segments of the financial services, retail, and fleet industries that provide credit or prepaid programs to
consumers and/or businesses. The ongoing uncertainty in these market sectors could cause prospective customers to
postpone or cancel plans to purchase our products and services or to choose to outsource their transaction processing
rather than purchase our software and services for in-house management of their card account programs and
processes. If a prospective customer requires financing to be able to fund the purchase of our software, financing may
not be available on acceptable terms, if at all. Some of our current customers could also be affected negatively by
these same trends, which could reduce demand for our professional services or reduce the monthly fees or additional
license fees they pay to us. The turmoil in the financial markets could cause some of our prospects or customers to fail
which could have a negative impact on sales and collection of accounts receivables.

Reluctance by financial institutions to act as sponsor banks for current and prospective customers could impact
our software business.

Our current software customers and prospective customers that issue credit, debit, or prepaid cards to consumers
and businesses rely on financial institutions to act as sponsor banks to handle the flow of funds through the bank and
association networks (e.g. MasterCard, VISA, Discover etc.). In the current banking crisis, financial institutions are
more risk averse and more cautious about acting as sponsor banks, especially for new market entrants. Banks are also
increasing the upfront and ongoing costs associated with providing such services. These factors could make it more
time consuming and expensive for our customers and prospects to secure and maintain a sponsor bank relationship. It
could also prompt some prospects to abandon or postpone plans to enter this business sector or to choose to outsource
their transaction processing rather than purchase our software and manage their processing in-house. Any or all of
these factors could have a negative impact on our software sales and business prospects and increase cash
requirements.

Our software business intends to offer a new out-sourced processing service as an alternative to licensing our
software to potential customers. There are risks associated with entering a new line of business and if we fail to
manage this opportunity appropriately, it could have a material adverse effect on our business.

We believe there is an opportunity to provide a unique alternative to licensing our software by adding credit and
prepaid card processing services to our product and service offerings. Certain prospective customers that issue credit
and prepaid cards may not have the resources to or interest in purchasing a license for our software in order to process
their card transactions in-house. They may prefer to outsource these functions to a third party processor, at least
initially, until they strengthen their in-house capabilities or want full control over their card management functions.
We plan to offer our custom processing option whereby customers can outsource their credit or prepaid card
processing functions to CoreCard. We will configure our software for each customer, handle various aspects of their
card issuing and processing requirements, and provide a built-in option for the customer to license the same software
and become their own processor should they desire to do so at some future date. We believe this will be an attractive
offering to a small segment of credit and prepaid card issuers and will ensure we fully understand the market
requirements that our licensed software needs to meet. We have experience helping our customers set up their card
processing operations and compliance activities using our software; however, we have not previously set-up or
operated our own processing business. There are a number of risks associated with entering this new line of business,
including but not limited to the following:

Failure to accurately estimate the time and cost to set up a small, secure processing site;

Failure to achieve compliance with the various regulations governing security, personal identification,
transactions processing and settling within the payment processing, association networks (such as

MasterCard/Visa etc.) and banking industry;

Failure to secure a sponsor bank relationship;
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Failure to attract enough customers through effective marketing and sales activities;

Failure to price our services to support a profitable operation over time;
Failure to implement appropriate internal controls; and

Failure to recruit and retain management with the necessary skills and industry knowledge to establish and run
a successful operation.
Our revenue is concentrated in a relatively small number of customers in each of our business segments. The loss
of a significant customer or a substantial decline in the number or scope of products or services sold to a
significant customer could have a material adverse effect on our businesses.

We derive and expect to continue to derive for the foreseeable future a significant portion of our total revenue
from a limited but growing number of customers in each of our two business segments. In 2008, one of our industrial
products customers represented approximately 37 percent of our consolidated revenue in 2008 and two distributors in
the U.S. and European markets represented 12 percent and 10 percent, respectively, of our consolidated revenue. Any
change in the volume of orders or timeliness of payments from such customers could have a negative impact on
revenue, inventory levels and our financial condition. The volume of professional services that we provide for a
specific customer in our software business is likely to vary from year to year, although our software maintenance and
support revenue is generally stable or growing from year-to-year because our software customers purchase renewable
annual contracts for such services. To the extent that any significant customer uses less of our services or terminates
its relationship with us, as may occur as customers respond to conditions affecting their own business, our total
revenue could decline substantially and that could harm our business.

We depend on good relations with our customers, and any harm to these good relations may materially and
adversely harm our business or our ability to compete effectively.

To attract and retain customers, we depend to a considerable extent on our relationships with our customers and
our reputation for quality products and services. Our software products are often critical to our customers businesses.
We believe that we generally enjoy good relations with our customers. If a customer is not satisfied with our products
or services, it may be damaging to our reputation and business. Any defects or errors in our products or services or
failure to meet our customers expectations could result in:

Delayed or lost revenue due to adverse customer reaction;

Requirements to provide additional products or services to a customer at a reduced fee or at no charge;

Negative publicity, which could damage our reputation and adversely affect our ability to attract or retain
customers; and

Claims for damages against us, regardless of our responsibility for such failure.

If we fail to meet our contractual obligations with our customers, we could be subject to legal liabilities or loss
of customers. Although our contracts and warranty policies typically include provisions to limit our exposure to legal
claims for the products and services we provide, these provisions may not protect us in all cases.

If we do not effectively manage the risks associated with our software development projects, customer contracts,
and new product or service offerings, our profit margins and financial results may suffer.

We may not accurately estimate the time and resources necessary to develop new software products or
enhancements to existing products or to deliver our software products and services. It can be difficult to judge the time
and resources necessary to complete development projects or professional services contracts for our software
customers. A number of different risks must be accounted for, including, without limitation, the variability and
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predictability of the number, size, scope, cost, and revenue from professional services contracts; unanticipated
cancellations or deferrals of services contracts; collection of revenue; project personnel costs and customer
requirements. Accurate estimates as to the costs and timing of completion of software development projects or
customer services contracts and the cost of providing customer support and maintenance services are particularly
important for contracts that are performed on a fixed-price basis. Our failure to accurately estimate these risks could
reduce the profitability of, or result in a loss on, our software projects and contracts and could damage our customer
relationships and our reputation.

Particularly with respect to our software business, we have a limited number of customer implementations in
certain of our target markets and we expect to continually add new product and services to meet the requirements of
new or changing target markets. If we do not estimate our development and marketing costs correctly or fail to
accurately understand the market and customer requirements, our profitability, reputation and future prospects may be
negatively impacted.

Our industries are very competitive and, if we fail to compete successfully, our market share and businesses will be
adversely affected.

We operate in two highly competitive industries and compete with a variety of organizations that offer products
or services that are similar to or substitutes for those we offer. In the industrial products market, we compete with
other participants that offer similar products or that provide alternative solutions based on different product and
service characteristics. In our software markets, we compete with a number of participants at various levels of our
product and services offering. New market entrants also pose a threat to our businesses.

Many of our competitors have longer operating histories, more customers, longer relationships with their
customers, greater brand or name recognition and significantly greater financial, technical, marketing and public
relations resources than we do. As a result, our competitors may have enhanced abilities to compete for specific
customers and market share generally. Existing or future competitors may develop or offer solutions that are
comparable or superior to ours at a lower price. In addition, our competitors may respond more quickly than we do to
new or emerging technologies and changes in market requirements or expectations. They may also develop and
promote their products and services more effectively than we do. If we fail to develop and deliver products and
services which meet market requirements in a timely manner, our business and growth prospects will be harmed.

We rely heavily on our management team and our ability to retain our existing professionals is critical to the
success of our business.

We believe that our success will depend significantly on our ability to motivate and retain highly skilled
management, technical, product development, and other key professional employees. In our software business, if we
fail to retain key software developers and managers who have years of accumulated experience with our very complex
software products or if we fail to attract and train a sufficient number of new software developers and testers at our
off-shore operations, we may not be able to support our product development and customer projects at projected cost
levels or at all. The software development and services industry in particular continues to be people-intensive and it
may be difficult to find, train and retain qualified personnel with specialized skills and financial services industry
experience. If one or more members of our senior management or technical team leaves, it could be difficult to replace
them and our business could be seriously harmed.

We must keep pace with the rapid rate of technological innovation and changing market and customer
requirements in order to build our software business.

The software industry is characterized by rapid and continually changing technologies, the introduction of
competing new products and services, and changing market and customer preferences. Our products and services must
meet the requirements of and achieve significant acceptance among our current and prospective customers within this
environment. Our future business will depend on our continuing ability to adapt to and incorporate changing
technologies that our customers expect to deploy in their business environment.

In addition, our future software business depends upon continued growth in the acceptance and use of licensed
software and in-house account processing by our current and prospective clients. Their acceptance and
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usage in turn may depend upon factors such as: the actual or perceived benefits of in-house vs. out-sourced card
account processing; a meaningful return on investment, cost efficiencies or other measurable economic benefits; our
software s actual or perceived reliability, scalability, and ease of use; and their willingness to adopt new business
processes in order to realize the many cost and competitive benefits of running their own card processing operations,
rather than outsourcing this function.

We cannot assure that we will be successful in anticipating or responding to customer and market challenges on
a timely or competitive basis or at all, or that our ideas and solutions will be successful in the marketplace. In addition,
new or disruptive technologies and methodologies by our competitors may make our offerings uncompetitive. Any of
these circumstances could adversely affect our ability to obtain and successfully complete new software contracts that
are important to maintain and grow our software business.

If growth in the use of credit, debit, prepaid, and similar cards declines, demand for our software products and
services may decline.

We sell financial transaction processing software and services to customers that issue and manage credit, debit,
prepaid and similar cards for both personal and business consumers in domestic and international markets. There has
been significant growth in these markets in recent years and, more recently, a trend toward increasing use of prepaid
cards for a variety of purposes. However, if the number of users of these various types of cards does not increase or if
it declines, our customers and prospective customers may postpone or cancel purchase decisions or change their
business focus, and demand for our products and services may decrease. Factors that may affect the use of credit,
debit, prepaid, or similar cards and therefore the attractiveness of this market to our customers include:

Actual or perceived lack of security of information;

Lack of access and ease of use;

Increased regulatory oversight and costs of compliance;
Uncertainty and complexity of future regulatory environment;
Increased fraudulent activities and associated losses;
Reluctance to adopt new payment or cash access methods; and

Continued economic recession and reduced consumer spending.

We must maintain our reputation and expand our name recognition to remain competitive.

We believe that establishing and maintaining a good reputation and brand names is critical for attracting and
expanding our various targeted customer bases. If our reputation is damaged or if potential customers do not know
what products and services we provide, we may become less competitive or lose our market share. Promotion and
enhancement of our brand names will depend largely on our success in providing high quality products and services,
which cannot be assured. If customers do not perceive our products and services to be effective or of high quality, our
brand names and reputation could be materially and adversely affected.

Our software customers use our solutions for critical applications to run their businesses. Any errors, defects or
other performance problems, including those in our proprietary software, could result in financial or other damages. In
addition to any liability we might have, performance problems could also adversely affect our brand name and
reputation.

Failure to protect our intellectual property rights could impact our success and competitive position.

We have developed substantial intellectual property in both our industrial products and software businesses

which we believe are valuable assets and important to our current and future success. Our ability to protect the
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know-how, formulations, software, methodologies and other intellectual property is important to our success and our
competitive position. We regard our intellectual property rights as proprietary and attempt to protect them with
patents, copyrights, trademarks, trade secret laws, confidentiality agreements and other methods. Despite our efforts to
protect our intellectual property rights from unauthorized use or disclosure, parties may attempt to disclose, obtain or
use our rights. The steps we take may not be adequate to prevent or deter infringement or other misappropriation of
our intellectual property rights. In addition, we may not detect unauthorized use of, or take timely and effective
actions to enforce and protect, our intellectual property rights. Existing laws of some countries in which we provide
products and services afford more limited protection of intellectual property rights than laws in the United States.
Furthermore, we have incurred significant legal expense related to an action to protect certain intellectual property of
our industrial products business. There is no guarantee that we will recover any amount in damages, that the case will
ultimately be decided in our favor or that future profits will not be impacted by significant ongoing expenses.

Others could claim that our services, software, or solutions infringe upon their intellectual property rights or
violate contractual protections.

We believe that our products do not infringe upon the intellectual property rights of others. However, we or our
customers may be subject to claims that our services, products or solutions infringe upon the intellectual property
rights of others. Any infringement claims may result in substantial costs, divert management attention and other
resources, harm our reputation and prevent us from offering some services, software or solutions. A successful
infringement claim against us could materially and adversely affect our business.

In our software contracts, we generally agree to indemnify our clients for expenses and liabilities resulting from
claimed infringement by our software, excluding third party components, of the intellectual property rights of others.
In some instances, the amount of these indemnities may be greater than the revenue we receive from the customer.
Increasing government regulation could cause us to lose customers or impair our business.

We are subject not only to regulations applicable to businesses generally, but we and the solutions we offer to
our clients also may be subject to United States and foreign laws and regulations directly applicable to such issues as
data privacy, financial, and credit transactions, and environmental issues. Laws and regulations in the United States, as
well as legislative initiatives that may be considered in the future, may increase regulation and impose additional
restrictions relating to the privacy of personal data, financial, and credit transactions and environmental issues. We
may be affected indirectly by any such legislation to the extent that it impacts our existing and prospective customers
and requires changes to our products and services in order that our customers may comply with such regulations. Any
such laws and regulations therefore could affect our existing business relationships or prevent us from getting new
customers.

Our business is currently concentrated in certain industries and geographically in the U.S. and Europe.

Our business is concentrated in certain industries and geographically in the U.S. and Europe. In fiscal year
2008, approximately 89% and 10% of our sales were generated from sales in the United States and Europe,
respectively. Our industrial product sales, which made up 81% of our consolidated revenue in 2008, are concentrated
primarily in industries such as automotive parts and repair, transportation, manufacturing and the military. Sales of
industrial products could be negatively impacted by the general economic downturn in the domestic market and in
Europe, our second largest market, although it is difficult to predict to what extent sales will be affected. We also sell
proprietary consumable supplies such as replenishment fluid and filters to our installed base of industrial product
customers. We currently believe sales of consumable supplies are likely to be impacted to a lesser extent than
equipment sales since end users require regular replenishment of such supplies for effective use of the equipment.
However, if the business of the end user declines, the volume of replenishment supplies ordered could be lower and
affect our financial performance. If any of customers experience financial difficulties or fail, it could reduce future
sales and affect our accounts receivable collections.
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Price increases may not be sufficient to offset cost increases and maintain profitability.

In our industrial products business, we may be able to pass some or all increases in the cost of raw material and
other production inputs to customers by increasing the selling prices of our products; however, higher product prices
may also result in a reduction in sales volume. If we are not able to increase our selling prices sufficiently to offset
increased raw material or other input costs, including packaging, direct labor, overhead and employee benefits, or if
our sales volume decreases significantly, there could be a negative impact on our results of operations and financial
condition.

We may be adversely affected by any disruption to our manufacturing facilities or our customer, supplier, or
employee base.

With respect to our industrial products business, any serious disruption to our facilities resulting from
hurricanes and other weather-related events, fire, an act of terrorism or any other cause could damage a significant
portion of our inventory, affect our distribution of products and materially impair our ability to distribute our products
to customers. We could incur significantly higher costs and longer lead times associated with distributing our products
to our customers during the time that it takes for us to reopen or replace a damaged facility. In addition, if there are
disruptions to our customer and supplier base or to our employees caused by such events, our business could be
temporarily adversely affected by higher costs for materials, increased shipping and storage costs, increased labor
costs, increased absentee rates and scheduling issues. Certain key components of our products are available from a
limited number of suppliers and a disruption in supply of even one of these key components could have a serious
negative impact on our business. Any interruption in the production or delivery of our raw materials or key
components could reduce sales of our products and increase our costs.

The nature of our business exposes us to product liability and warranty claims.

We may be subjected to product liability and product warranty claims relating to the products we sell that, if
adversely determined, could adversely affect our financial condition, results of operations, and cash flows. Although
we currently maintain what we believe to be suitable and adequate insurance, we may not be able to maintain such
insurance on acceptable terms or such insurance may not provide adequate protection against potential liabilities.
Product liability claims can be expensive to defend and can divert the attention of management and other personnel
for significant periods, regardless of the ultimate outcome. Claims of this nature could also have a negative impact on
customer confidence in our products and our company.

Our future capital needs are uncertain and we may need to raise additional funds in the future which may not be
available on acceptable terms, if at all.

Our capital requirements will depend on many factors including:

Acceptance of, and demand for, our products and services;

The costs of developing and selling new products or services;

The extent to which we continue to invest in development of new software products;

The costs to manufacture our industrial products;

The costs associated with the growth of our business; and

The extent to which we invest in new equipment or new lines of business.

We expect that the proceeds from this rights offering, payments on our notes receivable, projected customer

payments, and working capital borrowings will be sufficient for our operations for the foreseeable future. However,
our line of credit expires June 30, 2009 and if the bank does not renew it, we could experience a cash shortfall. We

may not achieve our current sales and cash flow projections and therefore our existing sources of cash and cash
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flows may not be sufficient to fund our activities or growth plans. As a result, we may need to raise additional funds
which may not be available on acceptable terms, if at all. Furthermore, if we needed to raise additional equity capital
in the future, such a financing could cause dilution to our existing shareholders or could have rights, preferences and
privileges senior to those of our existing shareholders. If we need additional funds and cannot raise them on
acceptable terms, we may need to scale back expenditures and may not be able to develop and enhance our products
or execute our business plan.
Our line of credit contains various covenants that may limit our ability to operate our business.

Our line of credit contains various provisions that restrict our ability to, among other things:

Transfer or sell assets, including the equity interests of our subsidiary, or use asset sale proceeds;

Incur additional debt;

Pay dividends or distributions on our capital stock or repurchase our capital stock;
Make certain restricted payments or investments;

Create liens to secure debt;

Merge or consolidate with another company; and

Engage in unrelated business activities.

The amount we may borrow under our current line of credit is capped at $1.25 million and is tied to a
calculation based on qualifying accounts receivables and inventories. There is no guarantee that the amount we qualify
for under the line will be sufficient for our needs. If we do not comply with the provisions of the line of credit
agreement, it could result in a default under our indebtedness, which could cause those and other obligations to
become due and payable. If any of our indebtedness is accelerated, we may not be able to repay it. Furthermore, the
line of credit expires June 30, 2009 and there is no assurance that it will be renewed on terms acceptable to us, if at all.
We are exposed to risks relating to evaluations of controls required by Section 404 of the Sarbanes-Oxley Act of
2002.

We are required to comply with Section 404 of the Sarbanes-Oxley Act of 2002. While we have concluded that
at present we have no material weaknesses in our internal controls over financial reporting, we cannot assure you that
we will not have a material weakness in the future. A material weakness is a control deficiency, or combination of
significant deficiencies, that results in more than a remote likelihood that a material misstatement of the annual or
interim financial statements will not be prevented or detected. If we fail to maintain a system of internal controls over
financial reporting that meets the requirements of Section 404, we might be subject to sanctions or investigation by
regulatory authorities such as the SEC, NYSE Regulation, Inc. or others. Additionally, failure to comply with
Section 404 or the report by us of a material weakness may cause investors to lose confidence in our financial
statements and our stock price may be adversely affected. If we fail to remedy any material weakness, our financial
statements may be inaccurate, we may not have access to the capital markets and our stock price may be adversely
affected.

We are exposed to risks related to our minority ownership positions in privately-owned companies.

Currently we hold minority ownership positions in four privately-held companies which have an aggregate
carrying value of $1.2 million as of December 31, 2008. We account for one of these investments in which we own a
25% interest under the equity method and each quarter we include our pro rata share of such company s profit or loss
in our reported financial results. Accordingly, our financial results could be impacted by any operating losses
associated with such an investment. Moreover, the carrying value of our minority owned investments are based on
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our current estimate of realizability of the value of the investments. Future adverse changes in market conditions, poor
operating results, lack of progress of the investee company, inability of the investee company to raise needed capital,
the price and terms associated with capital raised by the investee company and potential liquidity events at valuations
lower than our carrying value could cause us to write-down the value of our investment, which could negatively
impact our financial performance.

Risks Related to the Rights Offering
The price of our common stock is volatile and may decline before or after the subscription rights expire.

The market price of our common stock could be subject to wide fluctuations in response to numerous factors,
including factors that have little or nothing to do with us or our performance, and these fluctuations could materially
reduce our stock price. These factors include, among other things, actual or anticipated variations in our operating
results and cash flow, the nature and content of our earnings releases and our competitors and customers earnings
releases, announcements of technological innovations that affect our products, customers, competitors, or markets,
changes in business conditions in our markets and the general state of the securities markets and the market for similar
stocks, the number of shares of our common stock outstanding, changes in capital markets that affect the perceived
availability of capital to companies in our industries, governmental legislation or regulation, currency and exchange
rate fluctuations, as well as general economic and market conditions, such as recessions. In addition, the stock market
historically has experienced significant price and volume fluctuations. These fluctuations are often unrelated to the
operating performance of particular companies. These broad market fluctuations may cause declines in the market
price of our common stock.

We cannot assure you that the public trading market price of our common stock will not decline after you elect
to exercise your rights. If that occurs, you may have committed to buy shares of common stock in the rights offering at
a price greater than the prevailing market price and could have an immediate unrealized loss. Moreover, we cannot
assure you that, following the exercise of your rights, you will be able to sell your common stock at a price equal to or
greater than the subscription price, and you may lose all or part of your investment in our common stock. Until shares
are delivered upon expiration of the rights offering, you will not be able to sell the shares of our common stock that
you purchase in the rights offering. Certificates representing shares of our common stock purchased will be delivered
promptly after expiration of the rights offering. We will not pay you interest on funds delivered to the subscription
agent pursuant to the exercise of rights.

If the rights offering is consummated, your relative ownership interest may experience significant dilution.

To the extent that you do not exercise your rights and shares are purchased by other stockholders in the rights
offering, your proportionate voting interest will be reduced, and the percentage that your original shares represent of
our expanded equity after exercise of the rights will be diluted.

The subscription rights are not transferable, and there is no market for the subscription rights.

You may not sell, give away or otherwise transfer your subscription rights. The subscription rights are only
transferable by operation of law. Because the subscription rights are non-transferable, there is no market or other
means for you to directly realize any value associated with the subscription rights. You must exercise the subscription
rights and acquire additional shares of our common stock to realize any value from your subscription rights.

Because we may terminate the offering at any time, your participation in the offering is not assured.

We may terminate the offering at any time. If we decide to terminate the offering, we will not have any
obligation with respect to the subscription rights except to return any subscription payments, without interest or
deduction. If the total purchase price for the shares subscribed for is less than $1,400,000, we plan to cancel the rights
offering, but we are not obligated to do so, and this requirement may be waived or modified by our board of directors.
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The subscription price determined for the rights offering is not an indication of the fair value of our common
stock.

Our board of directors determined the subscription price considering the likely cost of capital from other
sources, the price at which our stockholders might be willing to participate in the rights offering, and historical and
current trading prices for our common stock. The subscription price for a subscription right is $0.70 per share. The
subscription price does not necessarily bear any relationship to the book value of our assets or our past operations,
cash flows, losses, financial condition, net worth or any other established criteria used to value securities. You should
not consider the subscription price to be an indication of the fair value of the common stock to be offered in the rights
offering. After the date of this prospectus, our common stock may trade at prices above or below the subscription
price.

You may not revoke your subscription exercise and could be committed to buying shares above the prevailing
market price.

Once you exercise your subscription rights, you may not revoke the exercise. The public trading market price of
our common stock may decline before the subscription rights expire. If you exercise your subscription rights and,
afterwards, the public trading market price of our common stock decreases below the subscription price, you will have
committed to buying shares of our common stock at a price above the prevailing market price. Our common stock is
traded on the NYSE Amex exchange under the symbol INS, and the last reported sales price of our common stock on
such exchange on May 12, 2009 was $0.75 per share. Moreover, you may be unable to sell your shares of common
stock at a price equal to or greater than the subscription price you paid for such shares.

If we elect to cancel or terminate the rights offering, neither we nor the subscription agent will have any
obligation with respect to the subscription rights except to return, without interest, any subscription payments the
subscription agent received from you.

If you do not act promptly and