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INTERNATIONAL ISOTOPES INC.
4137 Commerce Circle

Idaho Falls, Idaho 83401

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD JULY 12, 2006

Time and Date:  2:00 p.m., Mountain Time, on Wednesday July 12, 2006

Place:

International Isotopes Inc.

Shilo Inn Convention Center
780 Lindsay Blvd
Idaho Falls, Idaho 83402

Items of Business

1.

To elect three directors to serve for a term of one year and until their successors are elected and qualified.

2.

To ratify the appointment of Hansen, Barnett & Maxwell as the independent auditors for the fiscal year ending
December 31, 2006.

3.

To adopt the Company's 2006 Equity Incentive Plan.

4.

To consider any other business that may properly come before the meeting.

Adjournments and Postponements

Any action on the items of business described above may be considered at the annual meeting at the time and on the
date specified above or at any time and date to which the annual meeting may be properly adjourned and postponed.
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Record Date

You are entitled to vote only if you were an International Isotopes shareholder as of the close of business on
Wednesday, May 17, 2006.  

Voting

Your vote is very important.  Whether or not you plan to attend the annual meeting, we encourage you to read
this proxy statement and to submit your proxy or voting instructions as soon as possible.  You may submit your
proxy or voting instructions for the annual meeting by completing, signing, dating and returning your proxy
card or voting instructions in the pre-addressed envelope provided. For specific instructions on how to vote
your shares, please refer to the section entitled Questions and Answers beginning on page 3 of this proxy
statement and the instructions on the proxy card or voting instruction card.  You may attend the meeting in
person even though you have sent in your proxy or voting instruction card.

BY ORDER OF THE BOARD OF DIRECTORS,

Steve T. Laflin
President and Chief Executive Officer
Idaho Falls, Idaho
May 1, 2006

This notice of annual meeting and proxy statement and form of proxy are being distributed on or about June 7, 2006.

2
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INTERNATIONAL ISOTOPES INC.
4137 Commerce Circle

Idaho Falls, Idaho 83401
__________________

PROXY STATEMENT
__________________

For Annual Meeting of Shareholders
To Be Held on July 12, 2006

QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS AND THE ANNUAL MEETING

Q:

Why am I receiving these materials?

A:

The Board of Directors of International Isotopes Inc. is providing these proxy materials for you in connection with
International Isotopes' annual meeting of shareholders, which will take place on July 12, 2006. As a shareholder, you
are invited to attend the annual meeting and are entitled to and requested to vote on the items of business described in
this proxy statement.

Q:

What information is contained in this proxy statement?

A:

The information included in this proxy statement relates to the proposals to be voted on at the annual meeting, the
voting process, the compensation of directors and most highly paid executive officers, and certain other required
information.

Q:

How may I obtain International Isotopes' annual report to shareholders and Form 10-KSB?

A:

A copy of our 2005 annual report (which contains our Form 10-KSB) is enclosed.
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Shareholders may request any exhibit to the Form 10-KSB, for the year ended December 31, 2005,

by specifically requesting a copy from our principal executive office at:

International Isotopes Inc.
Attn:  Steve T. Laflin

4137 Commerce Circle

Idaho Falls, Idaho 83401

(208) 524-5300

Copies of the 2005 Annual Report on Form 10-KSB are also available in the Investor Center section of our website at
www.intisoid.com and at the SEC's EDGAR database on the SEC's website at www.sec.gov.

Q:

What items of business will be voted on at the annual meeting?

A:

The items of business scheduled to be voted on at the annual meeting are:

•

The election of directors;

•

The ratification of the independent auditors for the 2006 fiscal year; and

•

The approval of the 2006 Equity Incentive Plan.

We will also consider any other business that properly comes before the annual meeting.
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Q:

How does the Board recommend that I vote?

A:

Our Board recommends that you vote your shares "FOR" each of the nominees to the Board, "FOR" the ratification of
the independent auditors for the 2006 fiscal year, and "FOR" the approval of the 2006 Equity Incentive Plan.

C-1
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Q:

What shares can I vote?

A:

Each share of International Isotopes common stock issued and outstanding as of the close of business on May 17,
2006, the Record Date, is entitled to be voted on all items being voted upon at the annual meeting. You may vote all
shares owned by you as of this time, including (1) shares held directly in your name as the shareholder of record, and
(2) shares held for you as the beneficial owner through a broker, trustee or other nominee such as a bank.  On the
Record Date we had approximately 211,082,842 shares of common stock issued and outstanding.

Q:

What is the difference between holding shares as a shareholder of record and as a beneficial owner?

A:

Most shareholders hold their shares through a broker or other nominee rather than directly in their own name. As
summarized below, there are some distinctions between shares held of record and those owned beneficially.

Shareholder of Record

If your shares are registered directly in your name with International Isotopes' transfer agent, American Stock Transfer
& Trust Company, you are considered, with respect to those shares, the shareholder of record, and these proxy
materials are being sent directly to you by International Isotopes.  As the shareholder of record, you have the right to
grant your voting proxy directly to International Isotopes or to vote in person at the meeting.  International Isotopes
has enclosed or sent a proxy card for you to use.

Beneficial Owner

If your shares are held in a brokerage account or by another nominee, you are considered the beneficial owner of
shares held in street name, and these proxy materials are being forwarded to you together with a voting instruction
card. As the beneficial owner, you have the right to direct your broker, trustee or nominee how to vote and are also
invited to attend the annual meeting.

Since a beneficial owner is not the shareholder of record, you may not vote these shares in person at the meeting
unless you obtain a "legal proxy" from the broker, trustee or nominee that holds your shares, giving you the right to
vote the shares at the meeting. Your broker, trustee or nominee has enclosed or provided voting instructions for you to
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use in directing the broker, trustee or nominee how to vote your shares.

Q:

How can I attend the annual meeting?

A:

You are entitled to attend the annual meeting only if you were an International Isotopes shareholder or joint holder as
of the close of business on the May 17, 2006 or you hold a valid proxy for the annual meeting. You should be
prepared to present photo identification for admittance. In addition, if you are a shareholder of record, your name will
be verified against the list of shareholders of record on the record date prior to your being admitted to the annual
meeting. If you are not a shareholder of record but hold shares through a broker or nominee (i.e., in street name), you
should provide proof of beneficial ownership on the record date, such as your most recent account statement prior to
the May 17, 2006, a copy of the voting instruction card provided by your broker, trustee or nominee, or other similar
evidence of ownership. If you do not provide photo identification or comply with the procedures outlined above upon
request, you will not be admitted to the annual meeting.  The meeting will begin promptly at 2:00 p.m., Mountain
time.  

Q:

How can I vote my shares in person at the annual meeting?

A:

Shares held in your name as the shareholder of record may be voted in person at the annual meeting. Shares held
beneficially in street name may be voted in person only if you obtain a legal proxy from the broker, trustee or nominee
that holds your shares giving you the right to vote the shares. Even if you plan to attend the annual meeting, we
recommend that you also submit your proxy or voting instructions as described below so that your vote will be
counted if you later decide not to attend the meeting.

Q:

How can I vote my shares without attending the annual meeting?

A:

Whether you hold shares directly as the shareholder of record or beneficially in street name, you may direct how your
shares are voted without attending the meeting. If you are a shareholder of record, you may vote by submitting a
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proxy. If you hold shares beneficially in street name, you may vote by submitting voting instructions to your broker,
trustee or nominee. For directions on how to vote, please refer to the instructions below and those

C-2
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included on your proxy card or, for shares held beneficially in street name, the voting instruction card provided by
your broker, trustee or nominee.

Shareholders of record of International Isotopes common stock may submit proxies by completing, signing and dating
their proxy cards and mailing them in the accompanying pre-addressed envelopes. International Isotopes shareholders
who hold shares beneficially in street name may vote by mail by completing, signing and dating the voting instruction
card provided and mailing it in the accompanying pre-addressed envelope.

Q:

Can I change my vote?

A:

You may change your vote at any time prior to the vote at the annual meeting. If you are the shareholder of record,
you may change your vote by granting a new proxy bearing a later date (which automatically revokes the earlier
proxy), by providing a written notice of revocation to International Isotopes' Secretary prior to your shares being
voted, or by attending the annual meeting and voting in person. Attendance at the meeting will not cause your
previously granted proxy to be revoked unless you specifically so request. For shares you hold beneficially in street
name, you may change your vote by submitting new voting instructions to your broker, trustee or nominee, or, if you
have obtained a legal proxy from your broker or nominee giving you the right to vote your shares, by attending the
meeting and voting in person.

Q:

Who can help answer my questions?

A:

If you have any questions about the annual meeting or how to vote or revoke your proxy, you should contact:

International Isotopes Inc.
Attn:  Steve T. Laflin

4137 Commerce Circle

Idaho Falls, Idaho 83401

(208) 524-5300
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Q:

Is my vote confidential?

A.

Proxy instructions, ballots and voting tabulations that identify individual shareholders are handled in a manner that
protects your voting privacy. Your vote will not be disclosed either within International Isotopes or to third parties,
except: (1) as necessary to meet applicable legal requirements, (2) to allow for the tabulation of votes and certification
of the vote, and (3) to facilitate a successful proxy solicitation. Occasionally, shareholders provide written comments
on their proxy card, which are then forwarded to International Isotopes management.

Q:

How many shares must be present or represented to conduct business at the annual meeting?

A:

The quorum requirement for holding the annual meeting and transacting business is that holders of a majority of
shares of International Isotopes common stock entitled to vote must be present in person or represented by proxy.
Abstentions, votes withheld and broker non-votes are counted for the purpose of determining the presence of a
quorum.  

Q:

How are votes counted?

A.

In the election of directors, you may vote "FOR" all of the nominees or your vote may be "WITHHELD" with respect
to one or more of the nominees.

For the other items of business, you may vote "FOR," "AGAINST" or "ABSTAIN." Abstentions and votes withheld
have the same effect as a vote "AGAINST."  Broker non-votes have no effect.  If you provide specific instructions
with regard to a certain item, your shares will be voted as you instruct on such items. If you sign your proxy card or
voting instruction card without giving specific instructions, your shares will be voted in accordance with the
recommendations of the Board ("FOR" all of International Isotopes' nominees to the Board, "FOR" ratification of the
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independent auditors, "FOR" the approval of the 2006 Equity Incentive Plan and in the discretion of the proxy holders
on any other matters that properly come before the meeting).

C-3
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Q:

What is the voting requirement to approve each of the proposals?

A:

In the election of directors, the three persons receiving the highest number of "FOR" votes at the annual meeting will
be elected. The other proposals require the affirmative "FOR" vote of a majority of those shares present in person or
represented by proxy and entitled to vote on that proposal at the annual meeting. If you hold shares beneficially in
street name and do not provide your broker with voting instructions, your shares may constitute "broker non-votes."
 Generally, broker non-votes occur on a matter when a broker is not permitted to vote on that matter without
instructions from the beneficial owner and instructions are not given. Brokers are not permitted to vote on the proposal
to approve the 2006 Equity Incentive Plan.  In tabulating the voting result for any particular proposal, shares that
constitute broker non-votes are not considered entitled to vote on that proposal.

Q:

Is cumulative voting permitted for the election of directors?

A:

No.  International Isotopes does not allow you to cumulate your vote in the election of directors. For all matters
proposed for shareholder action at the annual meeting, each share of common stock outstanding as of the close of
business on May 17, 2006 is entitled to one vote.

Q:

What happens if additional matters are presented at the annual meeting?

A.

Other than the three items of business described in this proxy statement, we are not aware of any other business to be
acted upon at the annual meeting. If you grant a proxy, the persons named as proxy holders, Ralph M. Richart and
Steve T. Laflin, will have the discretion to vote your shares on any additional matters properly presented for a vote at
the meeting.  If for any unforeseen reason any of our nominees is not available as a candidate for director, the persons
named as proxy holders will vote your proxy for such other candidate or candidates as may be nominated by the
Board.

Q:
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Who will serve as inspector of elections?

A:

The inspector of elections will be a representative of International Isotopes Inc., and will be appointed at the annual
meeting.

Q:

What should I do if I receive more than one set of voting materials?

A:

You may receive more than one set of voting materials, including multiple copies of this proxy statement and multiple
proxy cards or voting instruction cards. For example, if you hold your shares in more than one brokerage account, you
may receive a separate voting instruction card for each brokerage account in which you hold shares. If you are a
shareholder of record and your shares are registered in more than one name, you will receive more than one proxy
card. Please complete, sign, date and return each International Isotopes proxy card and voting instruction card that you
receive.

Q:

How may I obtain a separate set of voting materials?

A:

If you share an address with another shareholder, you may receive only one set of proxy materials (including our
annual report to shareholders and proxy statement) unless you have provided contrary instructions. If you wish to
receive a separate set of proxy materials now or in the future, you may write or call us to request a separate copy of
these materials from:

International Isotopes Inc.
Attn:  Steve T. Laflin

4137 Commerce Circle

Idaho Falls, Idaho 83401

(208) 524-5300
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Similarly, if you share an address with another shareholder and have received multiple copies of our proxy materials,
you may write or call us at the above address and phone number to request delivery of a single copy of these
materials.

C-4
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Q:

Who will bear the cost of soliciting votes for the annual meeting?

A:

International Isotopes is making this solicitation and will pay the entire cost of preparing, assembling, printing,
mailing and distributing these proxy materials and soliciting votes. In addition to the mailing of these proxy materials,
the solicitation of proxies or votes may be made in person, by telephone or by electronic communication by our
directors, officers and employees, who will not receive any additional compensation for such solicitation activities.
Upon request, we will reimburse brokerage houses and other custodians, nominees and fiduciaries for forwarding
proxy and solicitation materials to shareholders.

Q:

Where can I find the voting results of the annual meeting?

A:

We intend to announce preliminary voting results at the annual meeting and publish final results in our report on Form
10-QSB for the third quarter of fiscal 2006.

Q:

What is the deadline to propose actions for consideration at next year's annual meeting of shareholders or to
nominate individuals to serve as directors?

A:

You may submit proposals, including director nominations, for consideration at future shareholder meetings.

Shareholder Proposals: For a shareholder proposal to be considered for inclusion in International Isotopes proxy
statement for the annual meeting next year, the written proposal must be received by International Isotopes' Secretary
at our principal executive offices no later than February 7, 2007. If the date of next year's annual meeting is moved
more than 30 days before or after the anniversary date of this year's annual meeting, the deadline for inclusion of
proposals in International Isotopes proxy statement is instead a reasonable time before the company begins to print
and mail its proxy materials. Such proposals must also comply with SEC regulations regarding the inclusion of
shareholder proposals in company-sponsored proxy materials. Proposals should be addressed to:
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International Isotopes Inc.

Attn:  Steve T. Laflin

4137 Commerce Circle

Idaho Falls, Idaho 83401

(208) 524-5300

For a shareholder proposal that is not intended to be included in International Isotopes' proxy statement as described
above, the shareholder must deliver a proxy statement and form of proxy to holders of a sufficient number of shares of
International Isotopes common stock to approve that proposal and give notice to International Isotopes' Secretary no
later than April 23, 2007.  

Nomination of Director Candidates: You may propose director candidates for consideration by the Board. Any such
recommendations should include the nominee's name and qualifications for Board membership and should be directed
to International Isotopes' Secretary at the address of our principal executive offices set forth above.  

Q:

How may I communicate with International Isotopes' Board or the non-management directors on International
Isotopes' Board?

A:

You may submit any communication intended for International Isotopes' Board or the non-management directors by
directing the communication by mail addressed to:

Ralph M. Richart, Chairman of the Board
350 Shore Drive

Oakdale, NY 11769

or
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Christopher Grosso
480 Broadway, Suite 310

Saratoga Springs, NY 12866

C-5
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CORPORATE GOVERNANCE PRINCIPLES AND BOARD MATTERS

International Isotopes is committed to having sound corporate governance principles, which are essential to running
our business efficiently and maintaining our integrity in the marketplace. International Isotopes' Code of Ethics is
available at www.intisoid.com.

Board Independence

The Board has determined that each of the current directors and nominees, other than Steve T. Laflin, President and
Chief Executive Officer, is independent under the standards of the Securities and Exchange Commission and Nasdaq.
 Furthermore, the Board has determined that none of the members of any of International Isotopes' standing
committees, other than Dr. Richart, has a material relationship with International Isotopes (either directly, through a
family member or as a partner, executive officer or controlling shareholder of any organization that receives or makes
payments from or to International Isotopes) and each is "independent" within the meaning of International Isotopes'
director independence standards and applicable listing standards, other than Dr. Richart who does not meet the
independence requirements for audit committee members set forth in NASD Rule 4350(d) because he is an �affiliated
person� under Exchange Act Rule 10A-3(b)(1) by virtue of his beneficial ownership of 23.8% of the Company�s
common stock.  

Board Structure and Committee Composition

As of the date of this proxy statement, our Board has three directors and the following two committees: (1) Audit, and
(2) Compensation. The 2005 membership and the function of each of the committees are described below. The Audit
Committee operates under a written charter adopted by the Board, which is available on International Isotopes'
website at www.intisoid.com. The Compensation Committee does not have a written charter.  During fiscal 2005, the
Board held five meetings. Each director attended at least 75% of all Board and applicable Committee meetings.
 Directors are encouraged to attend annual meetings of International Isotopes shareholders. All directors attended the
last annual meeting of shareholders.

Name of Director Audit Compensation
Non-Employee Directors:
Ralph M. Richart X X *
Christopher Grosso X * X
Employee Directors:
Steve. T. Laflin
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Number of Meetings in
Fiscal 2004 1 1

X = Committee member; * = Chair

Audit Committee

The Audit Committee was first established in January 1997.  The Audit Committee is comprised of two members,
Christopher Grosso and Dr. Ralph Richart.  Mr. Grosso is an �independent director� for audit committee service under
NASD Rule 4350(d), as may be modified from time to time.  Dr. Richart is not an independent director for audit
committee service under this rule because he is an �affiliated person� under Exchange Act Rule 10A-3(b)(1) by virtue of
his beneficial ownership of 23.8% of the Company�s common stock.  The Audit Committee is directly responsible for
the appointment, compensation, and oversight of the Company�s independent auditors.  The independent auditing firm
reports directly to the Audit Committee.  The responsibility of the Audit Committee includes resolving disagreements
between Company management and the auditor related to financial reporting.  The Audit Committee is responsible for
establishing procedures for receipt of complaints relating to accounting, internal control, and auditing

C-6
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and confidential, anonymous information submitted by employees relating to questionable accounting or auditing
matters.  The Audit Committee has the authority to employ independent counsel and other advisors in connection with
its duties.  Dr. Richart is an "audit committee financial expert."  Mr. Grosso qualifies as an "audit committee financial
expert" based on his experience as disclosed in his biography on page 8.

The report of the Audit Committee is included on page 20of this proxy statement.  

Compensation Committee.

The Compensation Committee was established in January 1997.  The Compensation Committee reviews the
compensation and benefits of all officers of the Company, makes recommendations to the Board of Directors and
reviews general policy matters relating to compensation and benefits of employees of the Company, including
administration of the Company�s 2002 Long Term Incentive Plan and its Employee Stock Purchase Plan.  

Nominating Committee.

International Isotopes does not have a standing nominating committee or committee performing similar functions.
 The Board of Directors believes it is appropriate not to have such a committee because both of the Company's
independent Board members, Ralph M. Richart and Christopher Grosso, participate in the consideration of director
nominees.  Dr. Richart and Mr. Grosso are both "independent" under NASD Rule 4200(a)(15), as may be modified
from time to time.  The Board will continue to assess the necessity of a nominating committee and will establish one if
necessary in the future.  The Board of Directors will consider nominees recommended by shareholders.  

Consideration of Director Nominees

Shareholder Nominees.  The Board does not have a formal policy regarding the consideration of director candidates
nominated by shareholders because the Board is small and there is low turnover among its members.  

Director Qualifications.  Board members should have high standards of professional and personal ethics, integrity and
values. They should have relevant experience and ability with respect to making and overseeing policy in business,
technology, government or education sectors. They should be committed to acting in International Isotopes' best
interests and to objectively assessing Board, committee and management performance. They should have sufficient
time to carry out their duties and should have the willingness and ability to serve multiple terms to develop a deeper
understanding of International Isotopes' business affairs. Board members should be willing to avoid activities or
interests that may create a conflict of interest with the director�s responsibilities and duties to International Isotopes.
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Identifying and Evaluating Nominees for Directors. The Board will use a variety of methods for identifying and
evaluating nominees for director. In the event of a vacancy on the Board, various potential candidates for director will
be considered. Candidates may come to the Board's attention through current Board members, professional search
firms, shareholders or other persons. These candidates will be evaluated at regular or special meetings of the Board,
and may be considered at any point during the year. As noted above, properly submitted shareholder nominations for
candidates to the Board will be considered. Following verification of the shareholder status of persons proposing
candidates, recommendations will be aggregated and considered by the Board at a regularly scheduled meeting. If any
materials are provided by a shareholder in connection with the nomination of a director candidate, such materials will
be forwarded to the Board. In evaluating nominees, the Board will seek to achieve a balance of knowledge, experience
and capability on the Board.

DIRECTOR COMPENSATION

The following paragraph describes compensation and reimbursement provided to International Isotopes'
non-employee directors.  International Isotopes' employee director does not receive any separate compensation for his
Board activities.

NON-EMPLOYEE DIRECTOR COMPENSATION FOR FISCAL 2005

Both of International Isotopes' non-employee directors were reimbursed for their costs associated with attending
Board and committee meetings during 2005.  Reimbursement ranged from $1,000 to $2,000.  In addition, both
directors received an option to purchase 1,000,000 shares of International Isotopes common stock on June 2, 2003 at
an exercise price of $.03.  The option was 25% vested on the grant date and vests 25% each year.
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PROPOSALS TO BE VOTED ON

PROPOSAL NO. 1
ELECTION OF DIRECTORS

International Isotopes' Board of Directors currently consists of three directors.  At the 2005 Annual Meeting, each
current director will be elected annually to serve until the next annual meeting and until his or her successor is elected
and qualified.  Information regarding the business experience of each nominee to the Board is provided below.  There
are no family relationships among our executive officers and directors.

If you sign your proxy or voting instruction card, but do not give instructions with respect to the voting of directors,
your share will be voted "FOR" the three persons recommended by the Board.  If you wish to give specific
instructions with respect to the voting of directors, you may do so by indicating your instructions on your proxy or
voting instruction card.

The Board expects that all of the nominees will be available to serve as directors.  In the event that any nominee
should become unavailable, however, the proxy holders, Steve T. Laflin and Ralph M. Richart, will vote for a
nominee or nominees designated by the Board, unless the Board chooses to reduce the number of directors serving on
the Board.

Our Board recommends a vote "FOR" the election to the Board of each of the following nominees:

Ralph M. Richart, M.D., age 72, was elected to the Board of Directors on January 22, 2002.  The other directors
elected him to serve as Chairman on April 24, 2002.  Dr. Richart is a professor emeritus in the Department of
Pathology at Columbia University College of Physicians and Surgeons, where was employed from 1963 to 2006.  Dr.
Richart has previously served on the Board of Directors of several publicly held companies and multiple corporate
medical advisory Boards as well as serving as Chief Executive Officer of several privately held companies in the
fields of medicine and electronics.  Additionally his extensive experience also includes leading clinical trials resulting
in FDA product approval and he has served as an advisor to medical device and pharmaceutical companies as well as
the Food and Drug Administration.  

Steve T. Laflin, age 49, was elected to the Board of Directors in June 2001.  Mr. Laflin was President and General
Manager of International Isotopes' subsidiary, International Isotopes Idaho Inc., from 1996 until 2001.  In August
2001 Mr. Laflin was promoted to President and Chief Executive Officer of the Company.  Mr. Laflin has a BS degree
in Physics from Idaho State University and has been employed in various senior engineering and management
positions in the nuclear industry since 1992.

Christopher Grosso, age 38, was elected to the Board of Directors on April 24, 2002.  He is currently a principal of
Kershner Grosso, Inc., a New York based money management and investment banking firm.  During his 14 years at
Kershner Grosso, Mr. Grosso has been Senior Research Analyst and Portfolio Manager and has led the firm�s
investment banking and venture capital activities.  Prior to joining Kershner Grosso, Mr. Grosso was with Howe and
Rusling Investment Management and Chase Manhattan Bank.  Mr. Grosso received his B.S. in business
administration from Skidmore College.
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PROPOSAL NO. 2
RATIFICATION OF INDEPENDENT AUDITORS

The Audit Committee of the Board has appointed Hansen, Barnett & Maxwell as independent auditors to audit
International Isotopes' consolidated financial statements for the fiscal year ending December 31, 2006.  During fiscal
2005, Hansen, Barnett & Maxwell served as International Isotopes' independent auditors.  Representatives of Hansen,
Barnett & Maxwell are expected to attend the meeting, where they are expected to be available to respond to
appropriate questions and, if they desire, to make a statement.

Our Board recommends a vote "FOR" the ratification of the appointment of Hansen, Barnett & Maxwell as
International Isotopes' independent auditors for the 2006 fiscal year.  If the appointment is not ratified, the Audit
Committee will consider whether it should select other independent auditors.

INDEPENDENT AUDITORS FEES

Fees billed by Hanson, Barnett & Maxwell in fiscal years 2005 and 2004 were as follows:

Fees
Services Rendered FY2005 FY2004
Audit Fees (1) $50,267 $56,939
Audit-Related Fees 0 0
Tax Fees  0 0
All Other Fees  0 0
Total $50,267 $56,939

(1) For professional services for auditing International Isotopes' annual financial statements and reviewing the financial
statements included in International Isotopes' Quarterly Reports on Form 10-Q.

The Audit Committee approved the engagement of the independent auditors to provide audit services prior to the
engagement and approved all of the independent auditor fees for 2005.
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PROPOSAL NO. 3
APPROVAL OF INTERNATIONAL ISOTOPES INC.

2006 EQUITY INCENTIVE PLAN

We are asking shareholders to approve the International Isotopes 2006 Equity Incentive Plan (the "2006 Plan"), which
will replace the Company's 2002 Long-Term Incentive Plan (the "Prior Plan").  The purpose of the 2006 Plan is to
attract, retain and motivate employees, officers, directors, and other service providers of the Company and its
affiliated companies by providing them the opportunity to acquire a proprietary interest in the Company and to align
their interests and efforts to the long-term interests of the Company's shareholders.

The principal features of the 2006 Plan are summarized below.  This summary does not contain all information about
the 2006 Plan.  A copy of the complete text of the 2006 Plan is included in Annex A to this proxy statement, and the
following description is qualified in its entirety be reference to the text of the 2006 Plan.

Summary of Terms

Administration - The Compensation Committee

The 2006 Plan is administered by the Compensation Committee of the Company's Board of Directors. The committee
has the authority to administer the plan, including, among other things, the power to select individuals to whom
awards are granted, to determine the types of awards and the number of shares subject to each award, to set the terms,
conditions and provisions of such awards, to cancel or suspend awards and to establish procedures pursuant to which
the payment of any such awards may be deferred. The committee may delegate to one or more of the Company's
officers the right to grant to employees a fixed number of options based on grant guidelines approved in advance by
the committee.

Eligibility

Awards may be granted under the 2006 Plan to employees, officers and directors, including non-employee directors,
and consultants, agents, advisors and independent contractors of the Company and its affiliates. As of April 28, 2006,
approximately 23 individuals were eligible to participate in the 2006 Plan.

Types of Awards

The 2006 Plan permits the granting of any or all of the following types of awards: (1) incentive and nonqualified stock
options, (2) stock appreciation rights, (3) stock awards restricted stock and stock units, (4) performance shares and
performance units conditioned upon meeting performance criteria and (5) other stock or cash-based awards.  

Stock Options. Stock options entitle the holder to purchase a specified number of shares of the Company's Common
Stock at a specified price, which is called the exercise price, subject to the terms and conditions of the option grant.
The exercise price of stock options under the 2006 Plan must be at least 100% of the fair market value of the stock for
the date of grant, except for certain grants made or adjusted to assume or convert awards in connection with
acquisition transactions. The committee will fix the term of each option, but no option under the 2006 Plan will be
exercisable more than ten years after the option is granted. Each option will be exercisable at such time or times as
determined by the committee. Options may be exercised, in whole or in part, by payment in full of the purchase price
either in cash, delivery or withholding of the Common Stock or delivery of other consideration, or by any combination
of cash, stock and other consideration as may be determined by the committee. Options may also be exercised by
means of a broker-assisted cashless exercise.

After termination of service with the Company or its affiliates, a participant will be able to exercise the vested portion
of his or her option for the period of time stated in the option agreement. If no such period of time is stated in a
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participant's option agreement, a participant will generally be able to exercise his or her option for (i) three months
following his or her termination for reasons other than cause, retirement, death or disability and (ii) one year following
his or her termination due to retirement, death or disability. If a participant is terminated for cause, all options
generally will automatically expire. If a participant dies after termination of service but while an option is still
exercisable, the portion of the option that was vested and exercisable as of the date of termination will generally
expire on the one-year anniversary of the participant's death. In no event will an option be able to be exercised later
than the expiration of its term.

Stock Appreciation Rights ("SARs"). SARs may be granted alone ("freestanding") or in addition to other awards and
may, but need not, relate to a specific option granted under the 2006 Plan. Upon exercise of an SAR, the holder is
entitled to receive the excess of the fair market value of the shares for which the right is exercised over the grant price
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of the SAR. The committee may impose any conditions or restrictions on the exercise of an SAR as it deems
appropriate, however, under the 2006 Plan the grant price of a freestanding SAR may not be less than the fair market
value of the Company's Common Stock for the date of grant, except for certain grants made or adjusted to assume or
convert awards in connection with acquisition transactions, and the term will not be more than ten years. Payment
upon such exercise will be in cash, stock, other property or any combination of cash, stock or other property as
determined by the committee and set forth in the instrument evidencing the SAR. Any related option will no longer be
exercisable to the extent the SAR has been exercised, and the related SAR will generally be canceled to the extent the
option has been exercised.

Stock Awards, Restricted Stock and Stock Units. Awards of shares of stock, or awards designated in units of stock,
may be granted under the 2006 Plan.  These awards may be made subject to forfeiture restrictions at the committee's
discretion, and the committee may waive any such restriction at any time in its sole discretion. Such restrictions may
be based on continuous service with the Company or its affiliates and/or the achievement of performance criteria, as
determined by the committee.  Until the lapse of the restrictions, recipients may not dispose of their restricted stock.
Upon termination of employment during the restriction period, all shares of restricted stock still subject to restriction
will be forfeited, subject to any exceptions that may be authorized by the committee.

Performance Awards. Performance awards may be in the form of performance shares, which are units valued by
reference to shares of stock, or performance units, which are units valued by reference to property other than stock.
Performance shares or performance units may be payable upon the attainment of performance criteria and other terms
and conditions as established by the committee, and the amount of any payment may be adjusted on the basis of such
further conditions as the committee determines. Performance awards may be paid entirely in cash or in any
combination of cash, stock or other property, in the discretion of the committee.

Other Stock or Cash-Based Awards. The committee is also authorized to grant to participants under the 2006 Plan,
either alone or in addition to other awards granted under the 2006 Plan, incentives payable in cash or in shares of
Common Stock subject to terms and conditions determined by the committee.

Shares Subject to the 2006 Plan

Number of Shares Reserved for Issuance. The 2006 Plan authorizes the issuance of up to 20,000,000 shares of
Common Stock, plus 1,350,000 shares previously reserved under the Prior Plan and up to 18,650,000 additional shares
that are subject to outstanding options granted under the Prior Plan, that may become available for issuance under the
2006 Plan to the extent that such outstanding options are forfeited or otherwise expire or terminate without the
issuance of shares. Shares of Common Stock covered by an award granted under the 2006 Plan will not be counted as
used unless and until they are actually issued and delivered to a participant. Shares relating to awards granted under
the 2006 Plan that are forfeited, settled for cash or otherwise terminated and shares withheld by or tendered to the
Company in connection with the exercise of an option or other award granted under the 2006 Plan or in connection
with the satisfaction of tax withholding obligations relating to awards or exercises of options or other awards will
become available for issuance under the 2006 Plan. Awards made or adjusted to assume or convert awards in
connection with acquisition transactions will not reduce the number of shares authorized for issuance under the 2006
Plan. The shares of stock deliverable under the 2006 Plan may consist in whole or in part of authorized and unissued
shares or shares purchased in the open market or otherwise. The committee may adjust the aggregate number of shares
or the number of shares subject to awards under the 2006 Plan in the event of a change affecting shares of Common
Stock, such as stock dividends, recapitalization, reorganization or mergers.

Limitations on Use of Shares Subject to the 2006 Plan. The committee may not make awards under the 2006 Plan to
any single participant in any calendar year that relate to more than 5 million shares of Common Stock, subject to
adjustment as described above. In addition, the Committee may not grant performance units to any single covered
employee in any one calendar year with a maximum dollar value greater than $500,000.  The maximum number of
shares that may be issued pursuant to the exercise of incentive stock options under the 2006 Plan is the total stated
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number of shares authorized for issuance under the 2006 Plan.

Nonassignability of Awards

Unless the committee determines otherwise for certain permitted transferees, no award granted under the 2006 Plan
may be sold, assigned, transferred, pledged or otherwise encumbered by a participant, other than by will, by
designation of a beneficiary in a manner established by the committee or by the laws of descent and distribution. Each
award may be exercisable, during the participant's lifetime, only by the participant, or, if permissible under applicable
law, by the participant's guardian or legal representative.
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Term, Termination and Amendment

Unless earlier terminated by the Company's Board of Directors or the committee, the 2006 Plan will terminate on July
12, 2016. The Company's Board of Directors or the committee may generally amend, alter, suspend, discontinue or
terminate all or a portion of the 2006 Plan at any time, as long as the rights of a participant are not materially impaired
without the participant's consent, subject to shareholder approval to the extent necessary to comply with applicable
law, stock exchange rule or regulatory requirements or, as determined by the committee, to qualify with tax
requirements. The committee may amend the terms of any award granted, prospectively or retroactively, but cannot
materially impair the rights of any participant without the participant's consent. The committee may reprice options or
SARs without shareholder approval.  Generally, no change or adjustment may be made to an outstanding incentive
stock option, without the consent of the participant that would cause the incentive stock option to fail to continue to
qualify as an incentive stock option under the Code.

Performance-Based Compensation under Section 162(m)

Under Section 162(m) of the Code, the Company is generally prohibited from deducting for federal income tax
purposes compensation paid to its chief executive officer and four other most highly compensated executive officers
in excess of $1 million per person in any year.  However, compensation that qualifies as performance-based is
excluded for purposes of calculating the amount of compensation subject to the $1 million limit.  If the committee
intends to qualify an award under the 2006 Plan as "qualified performance-based compensation" under
Section 162(m) of the Code, the performance goals it may choose include any of the following, or any combination,
for the Company as a whole, or as any business unit, as reported or calculated by the Company: cash flows (including,
but not limited to, operating cash flow, free cash flow or cash flow return on capital); working capital; earnings per
share; book value per share; operating income (including or excluding depreciation, amortization, extraordinary items,
restructuring charges or other expenses); revenues; operating margins; return on assets; return on equity; debt; debt
plus equity; market or economic value added; stock price appreciation; total stockholder return; cost control; strategic
initiatives; market share; net income; return on invested capital; improvements in capital structure; or customer
satisfaction, employee satisfaction, services performance, subscriber, cash management or asset management metrics.
Such performance goals also may be based on the Company's achievement of specified levels of performance for the
Company as a whole or any business unit under one or more of the performance criteria described above relative to
the performance of other corporations.

Change in Control

Under the 2006 Plan, to maintain all of the participants' rights in the event of a merger or consolidation where the
Company is not the surviving company; the dissolution of the Company, or a transfer of all or substantially all of the
assets of the Company:

•

Any options and stock appreciation rights will become fully exercisable and vested to the full extent of the original
grant and any restrictions applicable to any restricted stock or stock units will lapse, unless provision is otherwise
made in writing in connection with the transaction for the substitution of securities of another corporation,

•

All performance shares and performance units then vested will be immediately settled or distributed, and

•
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The committee can provide a cash-out for awards in connection with the transaction.

Other Information

A new plan benefits table, as described in the federal proxy rules, is not provided because all awards made under the
2006 Plan are discretionary. The market price of the Company's Common Stock as reported on the over the counter
bulletin board on March 1, 2006, was $0.14 per share.

U.S. Federal Income Tax Consequences

The following briefly describes the U.S. federal income tax consequences of the 2006 Plan generally applicable to the
Company and to participants who are U.S. citizens.

Stock Options

Nonqualified Stock Options. A participant generally will not recognize taxable income upon the grant or vesting of a
nonqualified stock option with an exercise price at least equal to the fair market value of the Common Stock on the
date of grant and no additional deferral feature. Upon the exercise of a nonqualified stock option, a participant
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generally will recognize taxable ordinary income equal to the difference between the fair market value of the shares on
the date of exercise and the option exercise price. When a participant sells the shares, the participant will have
short-term or long-term capital gain or loss, as the case may be, equal to the difference between the amount the
participant received from the sale and the tax basis of the shares sold. The tax basis of the shares generally will be
equal to the greater of the fair market value of the shares on the exercise date or the option exercise price.

Incentive Stock Options. A participant will not recognize taxable income upon the grant of an incentive stock option.
If a participant exercises an incentive stock option during employment or within three months after his or her
employment ends other than as a result of death (12 months in the case of disability), the participant will not recognize
taxable income at the time of exercise (although the participant generally will have taxable income for alternative
minimum tax purposes at that time as if the option were a nonqualified stock option). If a participant sells or
exchanges the shares after the later of (a) one year from the date the participant exercised the option and (b) two years
from the grant date of the option, the participant will recognize long-term capital gain or loss equal to the difference
between the amount the participant received in the sale or exchange and the option exercise price. If a participant
disposes of the shares before these holding period requirements are satisfied, the disposition will constitute a
disqualifying disposition, and the participant generally will recognize taxable ordinary income in the year of
disposition equal to the excess, as of the date of exercise of the option, of the fair market value of the shares received
over the option exercise price (or, if less, the excess of the amount realized on the sale of the shares over the option
exercise price). Additionally, the participant will have long-term or short-term capital gain or loss, as the case may be,
equal to the difference between  the amount the participant received upon disposition of the shares and the option
exercise price increased by the amount of ordinary income, if any, the participant recognized.

With respect to both nonqualified stock options and incentive stock options, special rules apply if a participant uses
shares already held by the participant to pay the exercise price or if the shares received upon exercise of the option are
subject to a substantial risk of forfeiture by the participant.

Stock Appreciation Rights

A participant generally will not recognize taxable income upon the grant or vesting of a SAR with a grant price at
least equal to the fair market value of the Common Stock on the date of grant and no additional deferral feature. Upon
the exercise of a SAR, a participant generally will recognize taxable ordinary income equal to the difference between
the fair market value of the underlying shares on the date of exercise and the grant price of the SAR.

Stock Awards

Upon receipt of a stock award, a participant generally will recognize taxable ordinary income in an amount equal to
the excess of the fair market value of the shares at such time over the amount, if any, paid to the Company by the
participant for the shares. When a participant sells the shares, the participant will have short-term or long-term capital
gain or loss, as the case may be, equal to the difference between the amount the participant received from the sale and
the tax basis of the shares sold. The tax basis of the shares generally will be equal to the amount, if any, paid to the
Company by the participant for the shares plus the amount of taxable ordinary income recognized by the participant
upon receipt of the shares.

Restricted Stock Awards

Upon receipt of a restricted stock award, a participant generally will recognize taxable ordinary income when the
shares cease to be subject to restrictions in an amount equal to the excess of the fair market value of the shares at such
time over the amount, if any, paid to the Company by the participant for the shares. However, no later than 30 days
after a participant receives the restricted stock award, the participant may elect to recognize taxable ordinary income
in an amount equal to the fair market value of the shares at the time of receipt. Provided that the election is made in a
timely manner, when the restrictions on the shares lapse, the participant will not recognize any additional income.
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When a participant sells the shares, the participant will have short-term or long-term capital gain or loss, as the case
may be, equal to the difference between the amount the participant received from the sale and the tax basis of the
shares sold. The tax basis of the shares generally will be equal to the amount, if any, paid to the Company by the
participant for the shares plus the amount of taxable ordinary income recognized by the participant either at the time
the restrictions lapsed or at the time of election, if an election was made by the participant. If the participant forfeits
the shares to the Company (e.g., upon the participant's termination prior to expiration of the restriction period), the
participant may not claim a deduction with respect to the income recognized as a result of the election.

Any dividends paid with respect to shares of restricted stock generally will be taxable as ordinary income to the
participant at the time the dividends are received.
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Performance Awards and Other Stock Unit Awards

A participant generally will not recognize taxable income upon the grant of a performance award.  Upon the
distribution of cash, shares or other property to a participant pursuant to the terms of a performance award, the
participant generally will recognize taxable ordinary income equal to the excess of the amount of cash or the fair
market value of any property transferred to the participant over any amount paid to the Company by the participant
with respect to the award. The tax consequences of other stock unit awards will depend upon the specific terms of
each award.

Tax Consequences to the Company

In the foregoing cases, the Company generally will be entitled to a deduction at the same time and in the same amount
as a participant recognizes ordinary income, subject to the limitations imposed under Section 162(m) of the Code.

Tax Withholding

The Company is authorized to withhold from any award granted or payment due under the 2006 Plan the amount of
any withholding taxes due in respect of the award or payment and to take such other action as may be necessary to
satisfy all obligations for the payment of applicable withholding taxes. The committee is authorized to establish
procedures for election by participants to satisfy their obligations for the payment of withholding taxes by delivery of
shares of the Company's stock or by directing the Company to retain stock otherwise deliverable in connection with
the award.

Our Board recommends a vote "FOR" the approval of the International Isotopes Inc. 2006 Equity Incentive
Plan.  
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EQUITY COMPENSATION PLAN INFORMATION

During 2005, the Company maintained two equity incentive plans (i) the 2002 Amended and Restated Long Term
Incentive Plan (the �2002 Plan�), pursuant to which we may grant equity awards to eligible persons, and (ii) the
Employee Stock Purchase Plan (the �Purchase Plan�), pursuant to which our employees may purchase shares of the
Company�s common stock.  Our Board of Directors adopted the 2002 Plan on April 7, 2002 and our shareholders
approved the 2002 Plan on June 26, 2002.  Our Board of Directors adopted the Purchase Plan on September 30, 2004
and our shareholders approved the Purchase Plan on July 14, 2005.  The following table sets forth certain information
with respect to the shares of our common stock that was authorized for issuance under our 2002 Plan and our Purchase
Plan.  The table does not include shares that will be authorized pursuant to the 2006 Plan submitted to the shareholders
for approval at the Annual Meeting.  

(a) (b) (c)

Plan Category

Number of securities to
be issued upon exercise
of outstanding options,

warrants and rights

Weighted-average
exercise price of

outstanding options,
warrants and rights

Number of securities remaining
available for future issuance

under equity compensation plans
(excluding securities reflected in

column (a))
Equity compensation plans
approved by security holders

18,756,107 (1) $.04 3,243,893 (2)

Equity compensation plans
not approved by security
holders

0 n/a 0

(1)

Consists of 18,650,000 shares of common stock subject to options issued pursuant to the 2002 Plan and 106,107
shares of common stock issued pursuant to the Purchase Plan.  

(2)

Consists of 1,350,000 shares of common stock remaining available for issuance under the 2002 Plan and 1,893,893
shares of common stock remaining available for issuance under the Purchase Plan.  
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table shows common stock ownership on March 1, 2006, except as otherwise noted, by:

•

each person who beneficially owned more than 5% of International Isotopes common stock on that date;

•

each of the current executive officers named in the Summary Compensation Table on page 18 and each of the current
directors; and

•

all current International Isotopes executive officers, directors and director nominees as a group.

The number of shares beneficially owned by each person is determined under the rules of the SEC.  The information is
not necessarily indicative of beneficial ownership for other purposes.  Under such rules, beneficial ownership includes
any shares as to which the individual has the sole or shared voting power or investment power and also any shares that
the individual has the right to acquire as of May 1, 2006 through the exercise of any stock option or other right.

Name and address of
Beneficial Owner

Amount and Nature of
Beneficial Ownership(1)

Percent of
Class(1)

Marie C. Keane and James J. Keane(2)

(10)

17th Battery Place, 11th Floor

New York, NY 10004

16,742,685 7.9%

John M. McCormack(3) (10)

1303 Campbell Road

Houston, TX 77055

55,639,137 26.4%

William Nicholson(4) (10)

121 Post Oak Lane, #2105

Houston, TX 77055

21,379,903 10.1%

Walter O'Hearn(5)  (10)

Fifty Broadway

15,459,885 7.3%
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New York, NY 10004

Christopher Grosso(6) (9)  (10)

480 Broadway, Suite 310

Saratoga Springs, NY 12866

10,240,625 4.8%

Steve T. Laflin(7) 11,000,125 5.2%

Dr. Ralph M. Richart(8) (9) (10)

350 Shore Drive

Oakdale, NY 11769

50,188,564 23.8%

All Executive Officers and Directors as a
Group (3 persons) (10)

71,929,314 34.1%

______________________

(1)   Unless otherwise indicated in these footnotes, to the knowledge of the Company, all shares are owned directly.  
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(2)   Includes (i) 206,500 shares owned by Keane Securities Co. Inc. of which Mr. Keane is a [major shareholder]; (ii)
510,446 shares subject to warrants; and (iii) 912,500 shares issuable upon conversion of an outstanding 6%
convertible note.

(3)  Includes (i) an aggregate of 24,121,689 shares and warrants beneficially owned by Mr. McCormack's children's
trusts; (ii) 3,453,449 shares subject to warrants; and (iii) 2,031,250 shares issuable upon conversion of an outstanding
6% convertible note.

(4)  Includes (i) 1,056,324 shares subject to warrants and (ii) 1,631,250 shares issuable upon conversion of an
outstanding 6% convertible note.  

(5)   Includes (i) 206,500 shares owned by Keane Securities Co. Inc. of which Mr. O'Hearn is a [major shareholder];
(ii) 627,306 shares subject to warrants; and (iii) 912,500 shares issuable upon conversion of an outstanding 6%
convertible note.  

(6)  Includes (i) 1,078,700 shares subject to warrants; (ii) 750,000 shares subject to stock options; (iii) 325,000 shares
issuable upon conversion of an outstanding 6% convertible note; and (iv) 4,064,873 shares and warrants held by Mr.
Grosso's family members.

(7)  Mr. Laflin's address is that of the Company.  Includes 11,000,000 shares subject to stock options.

(8)  Includes (i) 750,000 shares subject to stock options and (ii) 1,950,000 shares issuable upon conversion of an
outstanding 6% convertible note.

(9)  Mr. Grosso and Dr. Richart are members of a group pursuant to Rule 13d-3 of the Securities Exchange Act of
1934, as amended, because Mr. Grosso has the power to vote shares owned by Dr. Richart.  The beneficial ownership
number and percentage set forth in the table above for Mr. Grosso excludes 50,188,564 shares owned by Dr. Richart.
 Mr. Grosso disclaims beneficial ownership of shares owned by Dr. Richart.

(10)  According to a Schedule 13D filed on January 14, 2002, Mr. and Mrs. Keane, Mr. McCormack, Mr. Nicholson,
Mr. O�Hearn, Mr. Grosso, Dr. Richart, Dr. Thomas R. Kershner, John William McCormack, Daniel Patrick
McCormack and Meagan Anne McCormack are members of a group that, as reported, collectively owned 11,531,180
shares of the Company�s common stock pursuant to Rule 13d-5 of the Securities Exchange Act of 1934, as amended.
 The beneficial ownership numbers and percentages set forth in the table above for each individual exclude shares
owned by other members of the group and each individual disclaims beneficial ownership of shares owned by other
members of the group.
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth compensation information for International Isotopes' President and Chief Executive
Officer during fiscal years 2005, 2004,and 2003.  International Isotopes has no other executive officers.

Annual Compensation
Long-Term

Compensation
Name and
Principal Position Year Salary ($) Bonus ($) Securities

Underlying Options
(#)

Steve T. Laflin
President & Chief
Executive Officer

2005

2004

2003

131,250

128,250

125,000

22,000

12,000

10,000

-

-

10,000,000

Aggregated Option Exercises in Fiscal Year and Fiscal Year-End Option Values

The following table indicates the number of shares acquired upon exercise of options during the last fiscal year and
the value realized, the number of shares subject to exercisable (vested) and unexercisable (unvested) options as of
December 31, 2005, and the value of exercisable and unexercisable "in-the-money" options.

Name

Number of Securities Underlying
Unexercised

Options at Fiscal Year-End

Value of Unexercised
In-the-Money Options at

Fiscal Year-End ($)
Shares

Acquired
On Exercise

(#)

Value
Received

($)
Exercisable Unexercisable Exercisable Unexercisable

Steve T. Laflin 0 0 11,000,000 0 11,000,000

C-18

Edgar Filing: INTERNATIONAL ISOTOPES INC - Form DEF 14A

41



EMPLOYMENT AGREEMENTS

In February 2001, the Company entered into an Employment Agreement with Steve T. Laflin to serve as the
Company's President and Chief Executive Officer at a base salary of $120,000.  The terms of the agreement may be
reset after 36 months and the parties may agree to extend the term of the agreement.  If the terms are not reset, the
parties will operate under the original terms and the agreement will remain in place until February 28, 2007.  Mr.
Laflin is entitled to bonus compensation at the discretion of the Board of Directors and the Compensation Committee
and is entitled to benefits generally made available to other executives.  Mr. Laflin is subject to nonsolicitation and
noncompetition provisions in favor of the Company.
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AUDIT COMMITTEE REPORT

The following is the report of the Audit Committee with respect to International Isotopes' audited financial statements
for the fiscal year ended December 31, 2005 (the "Audited Financial Statements").  The information contained in this
report shall not be deemed to be "soliciting material" or to be "filed" with the SEC, nor shall such information be
incorporated by reference into any future filing under the Securities Act of 1933 or the Securities Exchange Act of
1934 except to the extent that International Isotopes specifically incorporates it by reference in such filing.

Report of the Audit Committee

The Audit Committee has:  (i) reviewed and discussed the audited financial statements of the Company with Company
management; (ii) discussed with the Company�s independent auditors the matters required to be discussed by
Statement on Auditing Standards No. 61 as may be modified or supplemented; and (iii) received the written
disclosures and the letter from the independent auditors regarding the auditors� independence as required by the
Independence Standards Board Standard No. 1, as may be modified or supplemented, and (iv) discussed with the
auditors the auditors� independence.  

Based on the review and discussions referred to above, the Audit Committee recommended to the Board of Directors
that the audited financial statements be included in the Company�s Annual Report on Form 10-KSB for the fiscal year
2005 for filing with the Securities and Exchange Commission.  

Audit Committee Report Submitted by:

Christopher Grosso, Chairman
Ralph M. Richart

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires International Isotopes� executive officers, directors and
holders of more than 10% of International Isotopes� common stock to file reports of ownership and changes in
ownership with the SEC.  Other than the following, International Isotopes believes that during its fiscal year ended
December 31, 2005, all reports required under Section 16(a) were timely filed:

•

Dr. Ralph M. Richart, a director and holder of more than 10% of International Isotopes� common stock, failed to timely
file one report on Form 4, Statement of Changes in Beneficial Ownership, to timely report two transactions;

•
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John M. McCormack, a holder of more than 10% of International Isotopes� common stock, failed to timely file one
report on Form 4, Statement of Changes in Beneficial Ownership, to timely report four transactions;

•

William W. Nicholson, a holder of more than 10% of International Isotopes� common stock, failed to timely file one
report on Form 4, Statement of Changes in Beneficial Ownership, to timely report four transactions;

•

Walter O�Hearn, a holder of more than 10% of International Isotopes� common stock by virtue of his membership in a
group, failed to file one report on Form 4, Statement of Changes in Beneficial Ownership, to report two transactions
and failed to timely file one report on Form 4 to timely report two transactions; and

•

Marie C. and James Keane, joint holders of more than 10% of International Isotopes� common stock by virtue of their
membership in a group, failed to file one report on Form 4, Statement of Changes in Beneficial Ownership, to report
two transactions and failed to timely file one report on Form 4 to timely report two transactions.
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BY ORDER OF THE BOARD OF DIRECTORS:

/s/ Steve Laflin

Steve Laflin, President, Chief Executive Officer and

Chief Financial Officer

Idaho Falls, Idaho

May 1, 2006
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Annex A

INTERNATIONAL ISOTOPES INC.

2006 EQUITY INCENTIVE PLAN

SECTION 1.  PURPOSE

The purpose of the International Isotopes Inc. 2006 Equity Incentive Plan is to attract, retain and motivate employees,
officers, directors, consultants, agents, advisors and independent contractors of the Company and its Related
Companies by providing them the opportunity to acquire a proprietary interest in the Company and to align their
interests and efforts to the long-term interests of the Company's stockholders.  

SECTION 2.  DEFINITIONS

Certain capitalized terms used in the Plan have the meanings set forth in Appendix A.

SECTION 3.  ADMINISTRATION

3.1

Administration of the Plan

The Plan shall be administered by the Board or the Compensation Committee, which shall be composed of two or
more directors, each of whom is a "non-employee director" within the meaning of Rule 16b-3(b)(3) promulgated
under the Exchange Act, or any successor definition adopted by the Securities and Exchange Commission, and an
"outside director" within the meaning of Section 162(m) of the Code, or any successor provision thereto.
 Notwithstanding the foregoing, the Board may delegate responsibility for administering the Plan with respect to
designated classes of Eligible Persons to different committees consisting of one or more members of the Board,
subject to such limitations as the Board deems appropriate, except with respect to Awards to Participants who are
subject to Section 16 of the Exchange Act or Awards granted pursuant to Section 16 of the Plan.  Members of any
committee shall serve for such term as the Board may determine, subject to removal by the Board at any time. To the
extent consistent with applicable law, the Board or the Compensation Committee may authorize one or more officers
of the Company to grant Awards to designated classes of Eligible Persons, within limits specifically prescribed by the
Board or the Compensation Committee; provided, however, that no such officer shall have or obtain authority to grant
Awards to himself or herself or to any person subject to Section 16 of the Exchange Act.  All references in the Plan to
the "Committee" shall be, as applicable, to the Compensation Committee or any other committee or any officer to
whom the Board or the Compensation Committee has delegated authority to administer the Plan.

3.2

Administration and Interpretation by Committee

(a)

Except for the terms and conditions explicitly set forth in the Plan and to the extent permitted by applicable law, the
Committee shall have full power and exclusive authority, subject to such orders or resolutions not inconsistent with
the provisions of the Plan as may from time to time be adopted by the Board or a Committee composed of members of
the Board, to (i) select the Eligible Persons to whom Awards may from time to time be granted under the Plan;
(ii) determine the type or types of Award to be granted to each Participant under the Plan; (iii) determine the number
of shares of Common Stock to be covered by each Award granted under the Plan; (iv) determine the terms and
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conditions of any Award granted under the Plan; (v) approve the forms of notice or agreement for use under the Plan;
(vi) determine whether, to what extent and under what circumstances Awards may be settled in cash, shares of
Common Stock or other property or canceled or suspended; (vii) determine whether, to what extent and under what
circumstances cash, shares of Common Stock, other property and other amounts payable with respect to an Award
shall be deferred either
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automatically or at the election of the Participant; (viii) interpret and administer the Plan and any instrument
evidencing an Award, notice or agreement executed or entered into under the Plan; (ix) establish such rules and
regulations as it shall deem appropriate for the proper administration of the Plan; (x) delegate ministerial duties to
such of the Company's employees as it so determines; and (xi) make any other determination and take any other action
that the Committee deems necessary or desirable for administration of the Plan.

(b)

The Committee shall have the right, without stockholder approval, to (i) cancel or amend outstanding Options or
SARs for the purpose of repricing, replacing or regranting such Options or SARs with Options or SARs that have a
purchase or grant price that is less than the purchase or grant price for the original Options or SARs except in
connection with adjustments provided in Section 15, or (ii) issue an Option or amend an outstanding Option to provide
for the grant or issuance of a new Option on exercise of the original Option.

(c)

The effect on the vesting of an Award of a Company-approved leave of absence or a Participant's working less than
full-time shall be determined by the Company's chief human resources officer or other person performing that
function or, with respect to directors or executive officers, by the Compensation Committee, whose determination
shall be final.

(d)

Decisions of the Committee shall be final, conclusive and binding on all persons, including the Company, any
Participant, any stockholder and any Eligible Person.  A majority of the members of the Committee may determine its
actions.

SECTION 4.  SHARES SUBJECT TO THE PLAN

4.1

Authorized Number of Shares

Subject to adjustment from time to time as provided in Section 15.1, the number of shares of Common Stock
authorized for issuance under the Plan shall be:

(a)

20,000,000 shares; plus

(b)

(i) 1,350,000 shares authorized but not issued or subject to outstanding awards under the Company's 2002 Long-Term
Incentive Plan (the "Prior Plan") on the Effective Date and (ii) any shares subject to outstanding awards under the
Prior Plan on the Effective Date that cease to be subject to such awards (other than by reason of exercise or settlement
of the awards to the extent they are exercised for or settled in shares), up to an aggregate maximum of
18,650,000 shares, subject to adjustment from time to time as provided in Section 15.1, which shares shall cease, as of
such date, to be available for grant and issuance under the Prior Plan, but shall be available for issuance under the
Plan.
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Shares issued under the Plan shall be drawn from authorized and unissued shares or shares now held or subsequently
acquired by the Company.

4.2

Share Usage

(a)

Shares of Common Stock covered by an Award shall not be counted as used unless and until they are actually issued
and delivered to a Participant.  If any Award lapses, expires, terminates or is canceled prior to the issuance of shares
thereunder or if shares of Common Stock are issued under the Plan to a Participant and thereafter are forfeited to or
otherwise reacquired by the Company, the shares subject to such Awards and the forfeited or reacquired shares shall
again be available for issuance under the Plan.  Any shares of Common Stock (i) tendered by a Participant or retained
by the Company as full or partial payment to the Company for the purchase price of an Award or to satisfy tax
withholding obligations in connection with an Award, or (ii) covered by an Award that is settled in cash, or in a
manner such that some or all of the shares of Common Stock covered by the Award are not issued, shall be available
for Awards under the Plan.  The number of shares of Common Stock available for issuance under the Plan shall not be
reduced to reflect any dividends or
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dividend equivalents that are reinvested into additional shares of Common Stock or credited as additional shares of
Common Stock subject or paid with respect to an Award.

(b)

The Committee shall also, without limitation, have the authority to grant Awards as an alternative to or as the form of
payment for grants or rights earned or due under other compensation plans or arrangements of the Company.

(c)

Notwithstanding anything in the Plan to the contrary, the Committee may grant Substitute Awards under the Plan.
 Substitute Awards shall not reduce the number of shares authorized for issuance under the Plan.  In the event that an
Acquired Entity has shares available for awards or grants under one or more preexisting plans not adopted in
contemplation of such acquisition or combination, then, to the extent determined by the Board or the Compensation
Committee, the shares available for grant pursuant to the terms of such preexisting plan (as adjusted, to the extent
appropriate, using the exchange ratio or other adjustment or valuation ratio or formula used in such acquisition or
combination to determine the consideration payable to holders of common stock of the entities that are parties to such
acquisition or combination) may be used for Awards under the Plan and shall not reduce the number of shares of
Common Stock authorized for issuance under the Plan; provided, however, that Awards using such available shares
shall not be made after the date awards or grants could have been made under the terms of such preexisting plans,
absent the acquisition or combination, and shall only be made to individuals who were not employees or directors of
the Company or a Related Company prior to such acquisition or combination.  In the event that a written agreement
between the Company and an Acquired Entity pursuant to which a merger or consolidation is completed is approved
by the Board and said agreement sets forth the terms and conditions of the substitution for or assumption of
outstanding awards of the Acquired Entity, said terms and conditions shall be deemed to be the action of the
Committee without any further action by the Committee, except as may be required for compliance with Rule 16b-3
under the Exchange Act, and the persons holding such awards shall be deemed to be Participants.

(d)

Notwithstanding the other provisions in this Section 4.2, the maximum number of shares that may be issued upon the
exercise of Incentive Stock Options shall equal the aggregate share number stated in Section 4.1, subject to adjustment
as provided in Section 15.1.

SECTION 5.  ELIGIBILITY

An Award may be granted to any employee, officer or director of the Company or a Related Company whom the
Committee from time to time selects.  An Award may also be granted to any consultant, agent, advisor or independent
contractor for bona fide services rendered to the Company or any Related Company that (a) are not in connection with
the offer and sale of the Company's securities in a capital-raising transaction and (b) do not directly or indirectly
promote or maintain a market for the Company's securities.

SECTION 6.  AWARDS

6.1

Form, Grant and Settlement of Awards

The Committee shall have the authority, in its sole discretion, to determine the type or types of Awards to be granted
under the Plan.  Such Awards may be granted either alone or in addition to or in tandem with any other type of Award.
 Any Award settlement may be subject to such conditions, restrictions and contingencies as the Committee shall
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determine.

6.2

Evidence of Awards

Awards granted under the Plan shall be evidenced by a written, including an electronic, notice or agreement that shall
contain such terms, conditions, limitations and restrictions as the Committee shall deem advisable and that are not
inconsistent with the Plan.
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6.3

Deferrals

The Committee may permit or require a Participant to defer receipt of the payment of any Award.  If any such deferral
election is permitted or required, the Committee, in its sole discretion, shall establish rules and procedures for such
payment deferrals, which may include the grant of additional Awards or provisions for the payment or crediting of
interest or dividend equivalents, including converting such credits to deferred stock unit equivalents.

6.4

Dividends and Distributions

Participants may, if the Committee so determines, be credited with dividends paid with respect to shares of Common
Stock underlying an Award in a manner determined by the Committee in its sole discretion.  The Committee may
apply any restrictions to the dividends or dividend equivalents that the Committee deems appropriate.  The
Committee, in its sole discretion, may determine the form of payment of dividends or dividend equivalents, including
cash, shares of Common Stock, Restricted Stock or Stock Units.

SECTION 7.  OPTIONS

7.1

Grant of Options

The Committee may grant Options designated as Incentive Stock Options or Nonqualified Stock Options.

7.2

Option Exercise Price

The exercise price for shares purchased under an Option shall be as determined by the Committee, but shall not be less
than 100% of the Fair Market Value on the Grant Date, except in the case of Substitute Awards.  

7.3

Term of Options

Subject to earlier termination in accordance with the terms of the Plan and the instrument evidencing the Option, the
maximum term of an Option shall be ten years from the Grant Date.

7.4

Exercise of Options

The Committee shall establish and set forth in each instrument that evidences an Option the time at which, or the
installments in which, the Option shall vest and become exercisable, any of which provisions may be waived or
modified by the Committee at any time. To the extent an Option has vested and become exercisable, the Option may
be exercised in whole or from time to time in part by delivery to or as directed or approved by the Company of a
properly executed stock option exercise agreement or notice, in a form and in accordance with procedures established
by the Committee, setting forth the number of shares with respect to which the Option is being exercised, the
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restrictions imposed on the shares purchased under such exercise agreement, if any, and such representations and
agreements as may be required by the Committee, accompanied by payment in full as described in Sections 7.5 and
13.  An Option may be exercised only for whole shares and may not be exercised for less than a reasonable number of
shares at any one time, as determined by the Committee.

7.5

Payment of Exercise Price

The exercise price for shares purchased under an Option shall be paid in full to the Company by delivery of
consideration equal to the product of the Option exercise price and the number of shares purchased.  Such
consideration must be paid before the Company will issue the shares being purchased and must be in a form or a
combination of forms acceptable to the Committee for that purchase, which forms may include:

(a)

cash, check or wire transfer;
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(b)

having the Company withhold shares of Common Stock that would otherwise be issued to the Participant that on the
day prior to the exercise date have an aggregate Fair Market Value equal to the aggregate exercise price of the shares
being purchased under the Option;

(c)

tendering (either actually or, so long as the Common Stock is registered under Section 12(b) or 12(g) of the Exchange
Act, by attestation) shares of Common Stock that on the day prior to the exercise date have an aggregate Fair Market
Value equal to the aggregate exercise price of the shares being purchased under the Option owned by the Participant
for at least six months (or any other period necessary to avoid adverse accounting consequences to the Company);

(d)

so long as the Common Stock is registered under Section 12(b) or 12(g) of the Exchange Act, and to the extent
permitted by law, delivery of a properly executed exercise notice, together with irrevocable instructions to a brokerage
firm designated or approved by the Company to deliver promptly to the Company the aggregate amount of  proceeds
to pay the Option exercise price and any withholding tax obligations that may arise in connection with the exercise, all
in accordance with the regulations of the Federal Reserve Board; or

(e)

such other consideration as the Committee may permit.

7.6

Effect of Termination of Service

The Committee shall establish and set forth in each instrument that evidences an Option whether the Option shall
continue to be exercisable, and the terms and conditions of such exercise, after a Termination of Service, any of which
provisions may be waived or modified by the Committee at any time.  If not so established in the instrument
evidencing the Option, the Option shall be exercisable according to the following terms and conditions, which may be
waived or modified by the Committee at any time:

(a)

Any portion of an Option that is not vested and exercisable on the date of a Participant's Termination of Service shall
expire on such date.

(b)

Any portion of an Option that is vested and exercisable on the date of a Participant's Termination of Service shall
expire on the earliest to occur of:

(i)

if the Participant's Termination of Service occurs for reasons other than Cause, Retirement, Disability or death, the
date that is three months after such Termination of Service;
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(ii)

if the Participant's Termination of Service occurs by reason of Retirement, Disability or death, the one-year
anniversary of such Termination of Service; and

(iii)

the last day of the maximum term of the Option (the "Option Expiration Date").

Notwithstanding the foregoing, if a Participant dies after his or her Termination of Service but while an Option is
otherwise exercisable, the portion of the Option that is vested and exercisable on the date of such Termination of
Service shall expire upon the earlier to occur of (y) the Option Expiration Date and (z) the one-year anniversary of the
date of death, unless the Committee determines otherwise.

Also notwithstanding the foregoing, in case a Participant's Termination of Service occurs for Cause, all Options
granted to the Participant shall automatically expire upon first notification to the Participant of such termination,
unless the Committee determines otherwise.  If a Participant's employment or service relationship with the Company
is suspended pending an investigation of whether the Participant shall be terminated for Cause, all the Participant's
rights under any Option shall likewise be suspended during the period of investigation.  If any facts that would
constitute termination for Cause are discovered after a Participant's Termination of Service, any Option then held by
the Participant may be immediately terminated by the Committee, in its sole discretion.
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(c)

A Participant's change in status from an employee to a consultant, advisor or independent contractor, or a change in
status from a consultant, advisor or independent contractor to an employee, shall not be considered a Termination of
Service for purposes of this Section 7.6.

SECTION 8.  INCENTIVE STOCK OPTION LIMITATIONS

Notwithstanding any other provisions of the Plan, the terms and conditions of any Incentive Stock Options shall in
addition comply in all respects with Section 422 of the Code, or any successor provision, and any applicable
regulations thereunder, including, to the extent required thereunder, the following:

8.1

Dollar Limitation

To the extent the aggregate Fair Market Value (determined as of the Grant Date) of Common Stock with respect to
which a Participant's Incentive Stock Options become exercisable for the first time during any calendar year (under
the Plan and all other stock option plans of the Company and its parent and subsidiary corporations) exceeds
$100,000, such portion in excess of $100,000 shall be treated as a Nonqualified Stock Option.  In the event the
Participant holds two or more such Options that become exercisable for the first time in the same calendar year, such
limitation shall be applied on the basis of the order in which such Options are granted.

8.2

Eligible Employees

Individuals who are not employees of the Company or one of its parent or subsidiary corporations may not be granted
Incentive Stock Options.

8.3

Exercise Price

The exercise price of an Incentive Stock Option shall be at least 100% of the Fair Market Value of the Common Stock
on the Grant Date, and in the case of an Incentive Stock Option granted to a Participant who owns more than 10% of
the total combined voting power of all classes of the stock of the Company or of its parent or subsidiary corporations
(a "Ten Percent Stockholder"), shall not be less than 110% of the Fair Market Value of the Common Stock on the
Grant Date.  The determination of more than 10% ownership shall be made in accordance with Section 422 of the
Code.

8.4

Option Term

Subject to earlier termination in accordance with the terms of the Plan and the instrument evidencing the Option, the
maximum term of an Incentive Stock Option shall not exceed ten years, and in the case of an Incentive Stock Option
granted to a Ten Percent Stockholder, shall not exceed five years.
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Exercisability

An Option designated as an Incentive Stock Option shall cease to qualify for favorable tax treatment as an Incentive
Stock Option to the extent it is exercised (if permitted by the terms of the Option) (a) more than three months after the
date of a Participant's Termination of Service if termination was for reasons other than death or disability, (b) more
than one year after the date of a Participant's Termination of Service if termination was by reason of disability, or
(c) after the Participant has been on leave of absence for more than 90 days, unless the Participant's reemployment
rights are guaranteed by statute or contract.

8.6

Taxation of Incentive Stock Options

In order to obtain certain tax benefits afforded to Incentive Stock Options under Section 422 of the Code, the
Participant must hold the shares acquired upon the exercise of an Incentive Stock Option for two years after the Grant
Date and one year after the date of exercise.
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A Participant may be subject to the alternative minimum tax at the time of exercise of an Incentive Stock Option.  The
Participant shall give the Company prompt notice of any disposition of shares acquired on the exercise of an Incentive
Stock Option prior to the expiration of such holding periods.

8.7

Code Definitions

For the purposes of this Section 8 "disability," "parent corporation" and "subsidiary corporation" shall have the
meanings attributed to those terms for purposes of Section 422 of the Code.

SECTION 9.  STOCK APPRECIATION RIGHTS

9.1

Grant of Stock Appreciation Rights

The Committee may grant Stock Appreciation Rights to Participants at any time on such terms and conditions as the
Committee shall determine in its sole discretion.  An SAR may be granted in tandem with an Option or alone
("freestanding").  The grant price of a tandem SAR shall be equal to the exercise price of the related Option.  The
grant price of a freestanding SAR shall be established in accordance with procedures for Options set forth in
Section 7.2.  An SAR may be exercised upon such terms and conditions and for the term as the Committee determines
in its sole discretion; provided, however, that, subject to earlier termination in accordance with the terms of the Plan
and the instrument evidencing the SAR, the term of a freestanding SAR shall be as established for that SAR by the
Committee or, if not so established, shall be ten years, and in the case of a tandem SAR, (a) the term shall not exceed
the term of the related Option and (b) the tandem SAR may be exercised for all or part of the shares subject to the
related Option upon the surrender of the right to exercise the equivalent portion of the related Option, except that the
tandem SAR may be exercised only with respect to the shares for which its related Option is then exercisable.

9.2

Payment of SAR Amount

Upon the exercise of an SAR, a Participant shall be entitled to receive payment in an amount determined by
multiplying:  (a) the difference between the Fair Market Value of the Common Stock on the date of exercise over the
grant price of the SAR by (b) the number of shares with respect to which the SAR is exercised.  At the discretion of
the Committee as set forth in the instrument evidencing the Award, the payment upon exercise of an SAR may be in
cash, in shares, in some combination thereof or in any other manner approved by the Committee in its sole discretion.

9.3

Waiver of Restrictions

Notwithstanding any other provisions of the Plan, the Committee, in its sole discretion, may waive the vesting period
and any other terms, conditions or restrictions on any SAR under such circumstances and subject to such terms and
conditions as the Committee shall deem appropriate.

SECTION 10.  STOCK AWARDS, RESTRICTED STOCK AND STOCK UNITS

10.1
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Grant of Stock Awards, Restricted Stock and Stock Units

The Committee may grant Stock Awards, Restricted Stock and Stock Units on such terms and conditions and subject
to such repurchase or forfeiture restrictions, if any, which may be based on continuous service with the Company or a
Related Company or the achievement of any performance goals, as the Committee shall determine in its sole
discretion, which terms, conditions and restrictions shall be set forth in the instrument evidencing the Award.
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10.2

Vesting of Restricted Stock and Stock Units

Upon the satisfaction of any terms, conditions and restrictions prescribed with respect to Restricted Stock or Stock
Units, or upon a Participant's release from any terms, conditions and restrictions of Restricted Stock or Stock Units, as
determined by the Committee, and subject to the provisions of Section 13, (a) the shares of Restricted Stock covered
by each Award of Restricted Stock shall become freely transferable by the Participant, and (b) Stock Units shall be
paid in shares of Common Stock or, if set forth in the instrument evidencing the Awards, in cash or a combination of
cash and shares of Common Stock.  Any fractional shares subject to such Awards shall be paid to the Participant in
cash.

10.3

Waiver of Restrictions

Notwithstanding any other provisions of the Plan, the Committee, in its sole discretion, may waive the repurchase or
forfeiture period and any other terms, conditions or restrictions on any Restricted Stock or Stock Unit under such
circumstances and subject to such terms and conditions as the Committee shall deem appropriate.

SECTION 11.  PERFORMANCE AWARDS

11.1

Performance Shares

The Committee may grant Awards of Performance Shares, designate the Participants to whom Performance Shares are
to be awarded and determine the number of Performance Shares and the terms and conditions of each such Award.
 Performance Shares shall consist of a unit valued by reference to a designated number of shares of Common Stock,
the value of which may be paid to the Participant by delivery of shares of Common Stock or, if set forth in the
instrument evidencing the Award, of such property as the Committee shall determine, including, without limitation,
cash, shares of Common Stock, other property, or any combination thereof, upon the attainment of performance goals,
as established by the Committee, and other terms and conditions specified by the Committee.  Notwithstanding the
foregoing, the amount to be paid under an Award of Performance Shares may be adjusted on the basis of such further
consideration as the Committee shall determine in its sole discretion.

11.2

Performance Units

The Committee may grant Awards of Performance Units, designate the Participants to whom Performance Units are to
be awarded and determine the number of Performance Units and the terms and conditions of each such Award.
 Performance Units shall consist of a unit valued by reference to a designated amount of property other than shares of
Common Stock, which value may be paid to the Participant by delivery of such property as the Committee shall
determine, including, without limitation, cash, shares of Common Stock, other property, or any combination thereof,
upon the attainment of performance goals, as established by the Committee, and other terms and conditions specified
by the Committee.  Notwithstanding the foregoing, the amount to be paid under an Award of Performance Units may
be adjusted on the basis of such further consideration as the Committee shall determine in its sole discretion.

SECTION 12.  OTHER STOCK OR CASH-BASED AWARDS
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Subject to the terms of the Plan and such other terms and conditions as the Committee deems appropriate, the
Committee may grant other incentives payable in cash or in shares of Common Stock under the Plan.

SECTION 13.  WITHHOLDING

The Company may require the Participant to pay to the Company the amount of (a) any taxes that the Company is
required by applicable federal, state, local or foreign law to withhold with respect to the grant, vesting or
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exercise of an Award ("tax withholding obligations") and (b) any amounts due from the Participant to the Company or
to any Related Company ("other obligations").  The Company shall not be required to issue any shares of Common
Stock or otherwise settle an Award under the Plan until such tax withholding obligations and other obligations are
satisfied.

The Committee may permit or require a Participant to satisfy all or part of the Participant's tax withholding obligations
and other obligations by (a) paying cash to the Company, (b) having the Company withhold an amount from any cash
amounts otherwise due or to become due from the Company to the Participant, (c) having the Company withhold a
number of shares of Common Stock that would otherwise be issued to the Participant (or become vested, in the case of
Restricted Stock) having a Fair Market Value equal to the tax withholding obligations and other obligations, or
(d) surrendering a number of shares of Common Stock the Participant already owns having a value equal to the tax
withholding obligations and other obligations.  The value of the shares so withheld may not exceed the employer's
minimum required tax withholding rate, and the value of the shares so tendered may not exceed such rate to the extent
the Participant has owned the tendered shares for less than six months, if such limitations are necessary to avoid
adverse accounting consequences to the Company.

SECTION 14.  ASSIGNABILITY

No Award or interest in an Award may be sold, assigned, pledged (as collateral for a loan or as security for the
performance of an obligation or for any other purpose) or transferred by a Participant or made subject to attachment or
similar proceedings otherwise than by will or by the applicable laws of descent and distribution, except to the extent
the Participant designates one or more beneficiaries on a Company-approved form who may exercise the Award or
receive payment under the Award after the Participant's death.  During a Participant's lifetime, an Award may be
exercised only by the Participant.  Notwithstanding the foregoing and to the extent permitted by Section 422 of the
Code, the Committee, in its sole discretion, may permit a Participant to assign or transfer an Award to a Permitted
Transferee subject to such terms and conditions as the Committee shall specify.

SECTION 15.  ADJUSTMENTS

15.1

Adjustment of Shares

In the event, at any time or from time to time, a stock dividend, stock split, spin-off, combination or exchange of
shares, recapitalization, merger, consolidation, distribution to stockholders other than a normal cash dividend, or other
change in the Company's corporate or capital structure results in (a) the outstanding shares of Common Stock, or any
securities exchanged therefor or received in their place, being exchanged for a different number or kind of securities
of the Company or (b) new, different or additional securities of the Company or any other company being received by
the holders of shares of Common Stock, then the Committee shall make proportional adjustments in (i) the maximum
number and kind of securities available for issuance under the Plan; (ii) the maximum number and kind of securities
issuable to an individual in a calendar year as set forth in Section 16.3 and as Incentive Stock Options as set forth in
Section 4.2; and (iii) the number and kind of securities that are subject to any outstanding Award and the per share
price of such securities, without any change in the aggregate price to be paid therefor.  The determination by the
Committee, as to the terms of any of the foregoing adjustments shall be conclusive and binding.

Notwithstanding the foregoing, the issuance by the Company of shares of stock of any class, or securities convertible
into shares of stock of any class, for cash or property, or for labor or services rendered, either upon direct sale or upon
the exercise of rights or warrants to subscribe therefor, or upon conversion of shares or obligations of the Company
convertible into such shares or other securities, shall not affect, and no adjustment by reason thereof shall be made
with respect to, outstanding Awards.  Also notwithstanding the foregoing, a dissolution or liquidation of the Company
or a Company Transaction shall not be governed by this Section 15.1 but shall be governed by Sections 15.2 and 15.3,
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15.2

Change In Control

The following provisions shall apply unless a Participant's written agreement provides otherwise. If, while any
Options, Stock Appreciation Rights, Restricted Stock Awards or Performance Awards are outstanding under the Plan,
there shall occur (a) a merger or consolidation of the Company with or into another  corporation  in which the
Company shall not be the surviving corporation, (b) a dissolution of the Company, or (c) a transfer of all or
substantially all of the assets of the Company in one transaction or a series of related transactions to one or more other
persons or entities, then, with respect to each Option, Stock Appreciation Right and Restricted Stock Award
outstanding immediately prior to the consummation of such transaction, if provision is not otherwise made in writing
in connection with such transaction for the substitution of securities of another corporation, and without the necessity
of any action by the Board of Directors, each such Option, Stock Appreciation Right, Restricted Stock Award or
Performance Award shall terminate, but (A) the holder of any outstanding Option shall be entitled, immediately prior
to the effective date of such transaction, to purchase the number of shares that are then vested and exercisable; (B) the
holder of any Stock Appreciation Right shall be entitled, immediately prior to the effective date of such transaction, to
exercise such Right to the extent the Option is exercisable at such time in accordance with its terms; and (C) the
recipient of any Performance Award shall be entitled, immediately prior to the effective date of such transaction, to
receive the then vested shares or values under such Award.  The unexercised portion of any Option or Stock
Appreciation Right, and all non-vested Restricted Stock, Stock Unit and Performance Awards shall be deemed
canceled, forfeited, and terminated as of the effective date of such transaction.

15.3

Change in Control Cash Out

Notwithstanding the foregoing, the Committee, in its sole discretion, may instead provide that a Participant's
outstanding Awards shall terminate upon or immediately prior to such a transaction and that the Participant shall
receive, in exchange therefor, a cash payment equal to the amount (if any) by which (x) the value of the per share
consideration received by holders of Common Stock in such transaction, or, in the event the transaction does not result
in direct receipt of consideration by holders of Common Stock, the value of the deemed per share consideration
received, in each case as determined by the Committee in its sole discretion, multiplied by the number of shares of
Common Stock subject to such outstanding Awards (to the extent then vested and exercisable or whether or not then
vested and exercisable, as determined by the Committee in its sole discretion) exceeds (y) if applicable, the respective
aggregate exercise price or grant price for such Award.

15.4

Further Adjustment of Awards

Subject to Section 15.2 and 15.3, the Committee shall have the discretion, exercisable at any time before a sale,
merger, consolidation, reorganization, liquidation, dissolution or change in control of the Company, as defined by the
Committee, to take such further action as it determines to be necessary or advisable with respect to Awards.  Such

Edgar Filing: INTERNATIONAL ISOTOPES INC - Form DEF 14A

64



authorized action may include (but shall not be limited to) establishing, amending or waiving the type, terms,
conditions or duration of, or restrictions on, Awards so as to provide for earlier, later, extended or additional time for
exercise, lifting restrictions and other modifications, and the Committee may take such actions with respect to all
Participants, to certain categories of Participants or only to individual Participants.  The Committee may take such
action before or after granting Awards to which the action relates and before or after any public announcement with
respect to such sale, merger, consolidation, reorganization, liquidation, dissolution or change in control that is the
reason for such action.

15.5

No Limitations

The grant of Awards shall in no way affect the Company's right to adjust, reclassify, reorganize or otherwise change
its capital or business structure or to merge, consolidate, dissolve, liquidate or sell or transfer all or any part of its
business or assets.

15.6

Fractional Shares

In the event of any adjustment in the number of shares covered by any Award, each such Award shall cover only the
number of full shares resulting from such adjustment.
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15.7

Section 409A of the Code

Notwithstanding anything in this Plan to the contrary, (a) any adjustments made pursuant to this Section 15 to Awards
that are considered �deferred compensation� within the meaning of Section 409A of the Code shall be made in
compliance with the requirements of Section 409A of the Code; (b) any adjustments made pursuant to Section 15 to
Awards that are not considered �deferred compensation� subject to Section 409A of the Code shall be made in such a
manner as to ensure that after such adjustment the Awards either (i) continue not to be subject to Section 409A of the
Code or (ii) comply with the requirements of Section 409A of the Code; and (c) in any event, the Committee shall not
have the authority to make any adjustments pursuant to Section 15 to the extent the existence of such authority would
cause an Award that is not intended to be subject to Section 409A of the Code at the time of grant to be subject
thereto.

SECTION 16.  CODE SECTION 162(m) PROVISIONS

Notwithstanding any other provision of the Plan, if the Committee determines, at the time Awards are granted to a
Participant who is, or is likely to be as of the end of the tax year in which the Company would claim a tax deduction in
connection with such Award, a Covered Employee, then the Committee may provide that this Section 16 is applicable
to such Award.

16.1

Performance Criteria

If an Award is subject to this Section 16, then the lapsing of restrictions thereon and the distribution of cash, shares of
Common Stock or other property pursuant thereto, as applicable, shall be subject to the achievement of one or more
objective performance goals established by the Committee, which shall be based on the attainment of specified levels
of one of or any combination of the following "performance criteria" for the Company as a whole or any business unit
of the Company, as reported or calculated by the Company:  cash flows (including, but not limited to, operating cash
flow, free cash flow or cash flow return on capital); working capital; earnings per share; book value per share;
operating income (including or excluding depreciation, amortization, extraordinary items, restructuring charges or
other expenses); revenues; operating margins; return on assets; return on equity; debt; debt plus equity; market or
economic value added; stock price appreciation; total stockholder return; cost control; strategic initiatives; market
share; net income; return on invested capital; improvements in capital structure; or customer satisfaction, employee
satisfaction, services performance, subscriber, cash management or asset management metrics (together, the
"Performance Criteria").  Such performance goals also may be based on the achievement of specified levels of
Company performance (or performance of an applicable affiliate or business unit of the Company) under one or more
of the Performance Criteria described above relative to the performance of other corporations.  Such performance
goals shall be set by the Committee within the time period prescribed by, and shall otherwise comply with the
requirements of, Section 162(m) of the Code, or any successor provision thereto, and the regulations thereunder.

16.2

Adjustment of Awards

Notwithstanding any provision of the Plan other than Section 15, with respect to any Award that is subject to this
Section 16, the Committee may adjust downwards, but not upwards, the amount payable pursuant to such Award, and
the Committee may not waive the achievement of the applicable performance goals except in the case of the death or
disability of the Covered Employee.
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16.3

Limitations

Subject to adjustment from time to time as provided in Section 15.1, no Covered Employee may be granted Awards
other than Performance Units subject to this Section 16 in any calendar year period with respect to more than
5,000,000 shares of Common Stock for such Award, and the maximum dollar value payable with respect to
Performance Units subject to this Section 16 granted to any Covered Employee in any one calendar year is $500,000.
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The Committee shall have the power to impose such other restrictions on Awards subject to this Section 16 as it may
deem necessary or appropriate to ensure that such Awards satisfy all requirements for "performance-based
compensation" within the meaning of Section 162(m)(4)(C) of the Code, or any successor provision thereto.

SECTION 17.  AMENDMENT AND TERMINATION

17.1

Amendment, Suspension or Termination

The Board or the Compensation Committee may amend, suspend or terminate the Plan or any portion of the Plan at
any time and in such respects as it shall deem advisable; provided, however, that, to the extent required by applicable
law, regulation or stock exchange rule, stockholder approval shall be required for any amendment to the Plan; and
provided, further, that any amendment that requires shareholder approval may be made only by the Board.  Subject to
Section 17.3, the Committee may amend the terms of any outstanding Award, prospectively or retroactively.

17.2

Term of the Plan

Unless sooner terminated as provided herein, the Plan shall terminate ten years from the Effective Date.  After the
Plan is terminated, no future Awards may be granted, but Awards previously granted shall remain outstanding in
accordance with their applicable terms and conditions and the Plan's terms and conditions.  Notwithstanding the
foregoing, no Incentive Stock Options may be granted more than ten years after the later of (a) the Effective Date and
(b) the approval by the stockholders.

17.3

Consent of Participant

The amendment, suspension or termination of the Plan or a portion thereof or the amendment of an outstanding Award
shall not, without the Participant's consent, materially adversely affect any rights under any Award theretofore granted
to the Participant under the Plan.  Any change or adjustment to an outstanding Incentive Stock Option shall not,
without the consent of the Participant, be made in a manner so as to constitute a "modification" that would cause such
Incentive Stock Option to fail to continue to qualify as an Incentive Stock Option.  Notwithstanding the foregoing, any
adjustments made pursuant to Section 15 shall not be subject to these restrictions.

SECTION 18.  GENERAL

18.1

No Individual Rights

No individual or Participant shall have any claim to be granted any Award under the Plan, and the Company has no
obligation for uniformity of treatment of Participants under the Plan.

Furthermore, nothing in the Plan or any Award granted under the Plan shall be deemed to constitute an employment
contract or confer or be deemed to confer on any Participant any right to continue in the employ of, or to continue any
other relationship with, the Company or any Related Company or limit in any way the right of the Company or any
Related Company to terminate a Participant's employment or other relationship at any time, with or without cause.
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18.2

Issuance of Shares

Notwithstanding any other provision of the Plan, the Company shall have no obligation to issue or deliver any shares
of Common Stock under the Plan or make any other distribution of benefits under the Plan unless, in the opinion of
the Company's counsel, such issuance, delivery or distribution would comply with all applicable laws (including,
without limitation, the requirements of the Securities Act or the laws of any state or foreign jurisdiction) and the
applicable requirements of any securities exchange or similar entity.
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The Company shall be under no obligation to any Participant to register for offering or resale or to qualify for
exemption under the Securities Act, or to register or qualify under the laws of any state or foreign jurisdiction, any
shares of Common Stock, security or interest in a security paid or issued under, or created by, the Plan, or to continue
in effect any such registrations or qualifications if made.

As a condition to the exercise of an Option or any other receipt of Common Stock pursuant to an Award under the
Plan, the Company may require (a) the Participant to represent and warrant at the time of any such exercise or receipt
that such shares are being purchased or received only for the Participant's own account and without any present
intention to sell or distribute such shares and (b) such other action or agreement by the Participant as may from time to
time be necessary to comply with the federal, state and foreign securities laws.  At the option of the Company, a
stop-transfer order against any such shares may be placed on the official stock books and records of the Company, and
a legend indicating that such shares may not be pledged, sold or otherwise transferred, unless an opinion of counsel is
provided (concurred in by counsel for the Company) stating that such transfer is not in violation of any applicable law
or regulation, may be stamped on stock certificates to ensure exemption from registration.  The Committee may also
require the Participant to execute and deliver to the Company a purchase agreement or such other agreement as may
be in use by the Company at such time that describes certain terms and conditions applicable to the shares.

To the extent the Plan or any instrument evidencing an Award provides for issuance of stock certificates to reflect the
issuance of shares of Common Stock, the issuance may be affected on a noncertificated basis, to the extent not
prohibited by applicable law or the applicable rules of any stock exchange.

18.3

Indemnification

Each person who is or shall have been a member of the Board, or a committee appointed by the Board, or an officer of
the Company to whom authority was delegated in accordance with Section 3, shall be indemnified and held harmless
by the Company against and from any loss, cost, liability or expense that may be imposed upon or reasonably incurred
by such person in connection with or resulting from any claim, action, suit or proceeding to which such person may be
a party or in which such person may be involved by reason of any action taken or failure to act under the Plan and
against and from any and all amounts paid by such person in settlement thereof, with the Company's approval, or paid
by such person in satisfaction of any judgment in any such claim, action, suit or proceeding against such person;
provided, however, that such person shall give the Company an opportunity, at its own expense, to handle and defend
the same before such person undertakes to handle and defend it on such person's own behalf, unless such loss, cost,
liability or expense is a result of such person's own willful misconduct or except as expressly provided by statute.

The foregoing right of indemnification shall not be exclusive of any other rights of indemnification to which such
person may be entitled under the Company's certificate of incorporation or bylaws, as a matter of law, or otherwise, or
of any power that the Company may have to indemnify or hold harmless.

18.4

No Rights as a Stockholder

Unless otherwise provided by the Committee or in the instrument evidencing the Award or in a written employment,
services or other agreement, no Award, other than a Stock Award, shall entitle the Participant to any cash dividend,
voting or other right of a stockholder unless and until the date of issuance under the Plan of the shares that are the
subject of such Award.
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Compliance With Laws and Regulations

In interpreting and applying the provisions of the Plan, any Option granted as an Incentive Stock Option pursuant to
the Plan shall, to the extent permitted by law, be construed as an "incentive stock option" within the meaning of
Section 422 of the Code.
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18.6

Participants in Other Countries or Jurisdictions

Without amending the Plan, the Committee may grant Awards to Eligible Persons who are foreign nationals on such
terms and conditions different from those specified in this Plan as may, in the judgment of the Committee, be
necessary or desirable to foster and promote achievement of the purposes of the Plan and shall have the authority to
adopt such modifications, procedures, subplans and the like as may be necessary or desirable to comply with
provisions of the laws or regulations of other countries or jurisdictions in which the Company or any Related
Company may operate or have employees to ensure the viability of the benefits from Awards granted to Participants
employed in such countries or jurisdictions, meet the requirements that permit the Plan to operate in a qualified or
tax-efficient manner, comply with applicable foreign laws or regulations and meet the objectives of the Plan.

18.7

No Trust or Fund

The Plan is intended to constitute an "unfunded" plan.  Nothing contained herein shall require the Company to
segregate any monies or other property, or shares of Common Stock, or to create any trusts, or to make any special
deposits for any immediate or deferred amounts payable to any Participant, and no Participant shall have any rights
that are greater than those of a general unsecured creditor of the Company.

18.8

Successors

All obligations of the Company under the Plan with respect to Awards shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation,
or otherwise, of all or substantially all the business and/or assets of the Company.

18.9

Severability

If any provision of the Plan or any Award is determined to be invalid, illegal or unenforceable in any jurisdiction, or
as to any person, or would disqualify the Plan or any Award under any law deemed applicable by the Committee, such
provision shall be construed or deemed amended to conform to applicable laws, or, if it cannot be so construed or
deemed amended without, in the Committee's determination, materially altering the intent of the Plan or the Award,
such provision shall be stricken as to such jurisdiction, person or Award, and the remainder of the Plan and any such
Award shall remain in full force and effect.

18.10

Choice of Law

The Plan, all Awards granted thereunder and all determinations made and actions taken pursuant hereto, to the extent
not otherwise governed by the laws of the United States, shall be governed by the laws of the State of Idaho without
giving effect to principles of conflicts of law.
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Legal Requirements

The granting of Awards and the issuance of shares of Common Stock under the Plan is subject to all applicable laws,
rules and regulations and to such approvals by any governmental agencies or national securities exchanges as may be
required.

SECTION 20.  EFFECTIVE DATE

The effective date (the "Effective Date") is the date on which the Plan is approved by the stockholders of the
Company.  If the stockholders of the Company do not approve the Plan within 12 months after the Board's adoption of
the Plan, any Incentive Stock Options granted under the Plan will be treated as Nonqualified Stock Options.
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APPENDIX A

DEFINITIONS

As used in the Plan,

"Acquired Entity" means any entity acquired by the Company or a Related Company or with which the Company or
a Related Company merges or combines.

"Award" means any Option, Stock Appreciation Right, Stock Award, Restricted Stock, Stock Unit, Performance
Share, Performance Unit, cash-based award or other incentive payable in cash or in shares of Common Stock as may
be designated by the Committee from time to time.

"Board" means the Board of Directors of the Company.

"Cause," unless otherwise defined in the instrument evidencing an Award or in a written employment, services or
other agreement between the Participant and the Company or a Related Company, means dishonesty, fraud, serious or
willful misconduct, unauthorized use or disclosure of confidential information or trade secrets, or conduct prohibited
by law (except minor violations), in each case as determined by the Company's chief human resources officer or other
person performing that function or, in the case of directors and executive officers, the Compensation Committee,
whose determination shall be conclusive and binding.

"Code" means the Internal Revenue Code of 1986, as amended from time to time.

"Committee" has the meaning set forth in Section 3.1.

"Common Stock" means the common stock, par value $.01 per share, of the Company.

"Company" means International Isotopes Inc., a Texas corporation.

"Compensation Committee" means the Compensation Committee of the Board.

"Covered Employee" means a "covered employee" as that term is defined for purposes of Section 162(m)(3) of the
Code or any successor provision.

"Disability," unless otherwise defined by the Committee or in the instrument evidencing the Award or in a written
employment, services or other agreement between the Participant and the Company or a Related Company, means a
mental or physical impairment of the Participant that is expected to result in death or that has lasted or is expected to
last for a continuous period of 12 months or more and that causes the Participant to be unable to perform his or her
material duties for the Company or a Related Company and to be engaged in any substantial gainful activity, in each
case as determined by the Company's chief human resources officer or other person performing that function or, in the
case of directors and executive officers, the Compensation Committee, whose determination shall be conclusive and
binding.

"Effective Date" has the meaning set forth in Section 20.

"Eligible Person" means any person eligible to receive an Award as set forth in Section 5.

"Exchange Act" means the Securities Exchange Act of 1934, as amended from time to time.
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"Fair Market Value" means the average of the high and low trading prices for the Common Stock on any given date
during regular trading, or if not trading on that date, such price on the last preceding date on which the Common Stock
was traded, unless determined otherwise by the Committee using such methods or procedures as it may establish.

"Grant Date" means the later of (a) the date on which the Committee completes the corporate action authorizing the
grant of an Award or such later date specified by the Committee or (b) the date on which all conditions precedent to
an Award have been satisfied, provided that conditions to the exercisability or vesting of Awards shall not defer the
Grant Date.

"Incentive Stock Option" means an Option granted with the intention that it qualify as an "incentive stock option" as
that term is defined for purposes of Section 422 of the Code or any successor provision.

"Nonqualified Stock Option" means an Option other than an Incentive Stock Option.

"Option" means a right to purchase Common Stock granted under Section 7.

"Parent Company" means a company or other entity which as a result of a Company Transaction owns the
Company or all or substantially all of the Company's assets either directly or through one or more subsidiaries.

"Participant" means any Eligible Person to whom an Award is granted.

"Performance Award" means an Award of Performance Shares or Performance Units granted under Section 11.

"Performance Criteria" has the meaning set forth in Section 16.1.

"Performance Share" means an Award of units denominated in shares of Common Stock granted under Section
11.1.

"Performance Unit" means an Award of units denominated in cash or property other than shares of Common Stock
granted under Section 11.2.

"Permitted Transferee" means a member of an optionee's immediate family, trusts for the benefit of such immediate
family members, and partnerships in which the optionee and/or such immediate family members are the only partners,
provided that no consideration is provided for the transfer.  Immediate family members shall include an optionee's
descendants (children, grandchildren and more remote descendants), and shall include step-children and relationships
arising from legal adoption.

"Plan" means the International Isotopes Inc. 2006 Equity Incentive Plan.

''Related Company" means any entity that is directly or indirectly controlled by, in control of or under common
control with the Company.

"Restricted Stock" means an Award of shares of Common Stock granted under Section 10, the rights of ownership
of which are subject to restrictions prescribed by the Committee.

"Retirement," unless otherwise defined in the instrument evidencing the Award or in a written employment, services
or other agreement between the Participant and the Company or a Related Company, means "Retirement" as defined
for purposes of the Plan by the Committee or the Company's chief human resources officer or other person performing
that function or, if not so defined, means Termination of Service on or after the date the Participant reaches "normal
retirement age," as that term is defined in Section 411(a)(8) of the Code.

Edgar Filing: INTERNATIONAL ISOTOPES INC - Form DEF 14A

76



B-16

Edgar Filing: INTERNATIONAL ISOTOPES INC - Form DEF 14A

77



"Securities Act" means the Securities Act of 1933, as amended from time to time.

"Stock Appreciation Right" or "SAR" means a right granted under Section 9.1 to receive the excess of the Fair
Market Value of a specified number of shares of Common Stock over the grant price.

"Stock Award" means an Award of shares of Common Stock granted under Section 10, the rights of ownership of
which are not subject to restrictions prescribed by the Committee.

"Stock Unit" means an Award denominated in units of Common Stock granted under Section 10.

"Substitute Awards" means Awards granted or shares of Common Stock issued by the Company in substitution or
exchange for awards previously granted by an Acquired Entity.

"Termination of Service" means a termination of employment or service relationship with the Company or a Related
Company for any reason, whether voluntary or involuntary, including by reason of death, Disability or Retirement.
 Any question as to whether and when there has been a Termination of Service for the purposes of an Award and the
cause of such Termination of Service shall be determined by the Company's chief human resources officer or other
person performing that function or, with respect to directors and executive officers, by the Compensation Committee,
whose determination shall be conclusive and binding.  Transfer of a Participant's employment or service relationship
between the Company and any Related Company shall not be considered a Termination of Service for purposes of an
Award.  Unless the Compensation Committee determines otherwise, a Termination of Service shall be deemed to
occur if the Participant's employment or service relationship is with an entity that has ceased to be a Related
Company.
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PROXY

PROXY

INTERNATIONAL ISOTOPES INC.

4137 Commerce Circle, Idaho Falls, ID 83401

Annual Meeting of Shareholders of International Isotopes Inc. to be held on July 12, 2006

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF DIRECTORS; FOR THE
RATIFICATION OF THE INDEPENDENT AUDITORS;  AND  FOR  THE ADOPTION OF THE
INTERNATIONAL ISOTOPES INC. 2006 EQUITY INCENTIVE PLAN.  

The undersigned hereby authorize(s) the Proxies named below to vote on the matters set forth in the Proxy Statement
of the Company dated May 1, 2006, as follows:

1.  ELECTION OF DIRECTORS

[  ] FOR all nominees or, if any named nominee is unable to serve, for a substitute nominee.

[  ]  WITHHOLD AUTHORITY for all nominees

[  ]  FOR ALL EXCEPT (See instructions below).

STEVE T. LAFLIN

CHRISTOPHER GROSSO

RALPH M. RICHART

INSTRUCTION:  To withhold authority to vote for any individual nominee(s), mark "FOR ALL EXCEPT"
and cross out the name of each nominee you wish to withhold.  

2.  RATIFICATION OF INDEPENDENT AUDITORS

[  ]  FOR the ratification of Hansen, Barnett & Maxwell as the independent auditors for the fiscal year ending
December 31, 2006.

[  ]  AGAINST the ratification of Hansen, Barnett & Maxwell as the independent auditors for the fiscal year ending
December 31, 2006.

[  ]  ABSTAIN
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3.  APPROVAL OF THE ADOPTION OF THE INTERNATIONAL ISOTOPES INC. 2006 EQUITY INCENTIVE
PLAN

[  ]  FOR the approval of the 2006 Equity Incentive Plan.

[  ]  AGAINST the approval of the 2006 Equity Incentive Plan.

[  ]  ABSTAIN
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THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED
HEREON BY THE UNDERSIGNED

SHAREHOLDER(S).  IF NO CHOICE IS SPECIFIED, THIS PROXY WILL BE VOTED FOR THE
ELECTION OF EACH OF THE NOMINEES

LISTED IN THE ACCOMPANYING PROXY STATEMENT; FOR THE RATIFICATION OF THE
INDEPENDENT AUDITORS; AND FOR THE ADOPTION OF THE INTERNATIONAL ISOTOPES INC.
2006 EQUITY INCENTIVE PLAN.  IN THEIR DISCRETION, THE PROXIES ARE AUTHORIZED TO
VOTE UPON SUCH OTHER MATTERS AS MAY PROPERLY COME BEFORE THE MEETING.

The undersigned shareholder(s) hereby appoint(s) Steve T Laflin and Ralph M. Richart, and either of them, Proxies
with full power of substitution in each and hereby authorize(s) them to represent and vote, as designated above, all the
shares of Common Stock held of record by the undersigned on May 17, 2006, at the Annual Meeting of Shareholders
of International Isotopes Inc., to be held on July 12, 2006, or any adjournments or postponements thereof.

DATE:___________________________________________________

_________________________________________________________

Signature

_________________________________________________________

 Signature if held jointly

PLEASE INDICATE ANY CHANGES IN ADDRESS

Please sign name exactly as it appears hereon.  When shares are registered in more than one name, the signatures of all
such persons are required.  When signing as attorney, executor, administrator, trustee or guardian, please give full title
as such.  If a corporation, please sign in full corporate name by President or other authorized officer.  If a partnership,
please sign in partnership name by authorized person.

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY.  THANK YOU.
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