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Item 1. Reports to Stockholders.
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Aberdeen Asia-Pacific Income Fund, Inc. (FAX)
Semi-Annual Report
April 30, 2017
A marketplace in the SoHo district in Hong Kong.
Aberdeen
Simply asset management.
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Managed Distribution Policy (unaudited)

The Board of Directors of the Aberdeen Asia-Pacific Income Fund, Inc. (the �Fund�) has authorized a managed distribution policy (�MDP�) of
paying monthly distributions at an annual rate set once a year. The Fund�s current monthly distribution is set at a rate of $0.035 per share. With
each distribution, the Fund will issue a notice to shareholders and an accompanying press release which will provide detailed information
regarding the amount and estimated composition of the distribution and other information required by the Fund�s MDP exemptive order. The
Fund�s Board of Directors may amend or terminate the MDP at any time without prior notice to shareholders; however, at this time, there are no
reasonably foreseeable circumstances that might cause the termination of the MDP. You should not draw any conclusions about the Fund�s
investment performance from the amount of distributions or from the terms of the Fund�s MDP.

Distribution Disclosure Classification (unaudited)

The Fund�s policy is to provide investors with a stable monthly distribution out of current income, supplemented by realized capital gains and, to
the extent necessary, paid-in capital.

The Fund is subject to U.S. corporate, tax and securities laws. Under U.S. tax rules, the amount applicable to the Fund and character of
distributable income for each fiscal period depends on the actual exchange rates during the entire year between the U.S. Dollar and the
currencies in which Fund assets are denominated and on the aggregate gains and losses realized by the Fund during the entire year.

Therefore, the exact amount of distributable income for each fiscal year can only be determined as of the end of the Fund�s fiscal year, October
31. Under Section 19 of the Investment Company Act of 1940, as amended, the Fund is required to indicate the sources of certain distributions
to shareholders. The estimated distribution composition may vary from month to month because it may be materially impacted by future income,
expenses and realized gains and losses on securities and fluctuations in the value of the currencies in which the Fund�s assets are denominated.

Based on U.S. generally accepted accounting principles, the Fund estimates that distributions for the fiscal year commenced November 1, 2016,
through the distributions declared on May 9, 2017 and June 9, 2017, consisted of 50% net investment income and 50% return of capital. The
amounts and sources of distributions reported in this report are only estimates and are not being provided for tax reporting purposes.

In January 2018, a Form 1099-DIV will be sent to shareholders, which will state the amount and composition of distributions and provide
information with respect to their appropriate tax treatment for the 2017 calendar year.

Dividend Reinvestment and Direct Stock Purchase Plan (unaudited)

Computershare Trust Company, N.A. (�Computershare�), the Fund�s transfer agent, sponsors and administers a Dividend Reinvestment and Direct
Stock Purchase Plan (the �Plan�), which is available to shareholders.

The Plan allows registered shareholders and first-time investors to buy and sell shares and automatically reinvest dividends and capital gains
through the transfer agent. This is a cost-effective way to invest in the Fund.
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Please note that for both purchase and reinvestment purposes, shares will be purchased in the open market at the current share price and cannot
be issued directly by the Fund.

For more information about the Plan and a brochure that includes the terms and conditions of the Plan, please call Computershare at
1-800-647-0584 or visit www.computershare.com/buyaberdeen.
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Letter to Shareholders (unaudited)

Dear Shareholder,

We present this Semi-Annual Report, which covers the activities of Aberdeen Asia-Pacific Income Fund, Inc. (the �Fund�), for the six-month
period ended April 30, 2017. The Fund�s principal investment objective is to seek current income. The Fund may also achieve incidental capital
appreciation.

NAV Total Return Performance

The Fund�s total return, based on net asset value (�NAV�), net of fees, was 0.2% for the six-month period ended April 30, 2017 and 8.1% per
annum since inception, assuming the reinvestment of dividends and distributions. The Fund�s total return for the six-month period ended
April 30, 2017 and per annum since inception is based on the reported NAV on each financial reporting period end.

Share Price Total Return Performance & Discount

For the six-month period ended April 30, 2017, based on market price, the Fund�s total return was 6.1%, assuming reinvestment of dividends and
distributions. The Fund�s share price increased by 1.6% over the six-month period, from $4.92 on October 31, 2016 to $5.00 on April 30, 2017.
The Fund�s share price on April 30, 2017 represented a discount of 8.4% to the NAV per share of $5.46 on that date, compared with a discount of
13.5% to the NAV per share of $5.69 on October 31, 2016.

Portfolio Allocation

As of April 30, 2017, the Fund held 31.9% of its total investments in Australian debt securities, 62.0% in Asian debt securities, 4.5% in
European debt securities and 1.6% in U.S. debt securities.

Of the Fund�s total investments, 45.0% were held in U.S. Dollar-denominated bonds issued by foreign issuers. The rest of the Fund�s currency
exposure was 27.7% in the Australian Dollar and 27.3% in various Asian currencies.

Credit Quality

As of April 30, 2017, 49.4% of the Fund�s total investments were invested in securities where either the issue or the issuer was rated A or better
by Standard & Poor�s1 or Moody�s Investors Services, Inc. (�Moodys�).2

Portfolio Management

The Fund is managed by Aberdeen�s Asia-Pacific fixed income team. The Asia-Pacific fixed income team works in a truly collaborative fashion;
all team members have both portfolio management and research responsibilities. The team is responsible for the day-to-day management of the
Fund.

Effective March 15, 2017, Lin-Jing Leong replaced Victor Rodriguez as part of the team having the most significant responsibility for the
day-to-day management of the Fund�s portfolio. This team also includes Kenneth Akintewe, Nick Bishop, David Choi and Adam McCabe.

Ms. Leong is an investment manager on the Asian local rates and currency team. She joined Aberdeen Asset Management Asia Limited in 2013
from the Reserve Management Section of the Central Bank of Malaysia where she specialized in investing in the Asian local current bond
market.

Managed Distribution Policy
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Distributions to common shareholders for the twelve-month period ended April 30, 2017 totaled $0.42 per share. Based on the share price of
$5.00 on April 30, 2017, the distribution rate over the twelve-month period ended April 30, 2017 was 8.4%. Since all distributions are paid after
deducting applicable withholding taxes, the effective distribution rate may be higher for those U.S. investors who are able to claim a tax credit.

On May 9, 2017 and June 9, 2017, the Fund announced that it will pay on May 26, 2017 and June 27, 2017, respectively, a distribution of U.S.
$0.035 per share to all shareholders of record as of May 19, 2017 and June 20, 2017, respectively.

The Fund�s policy is to provide investors with a stable monthly distribution out of current income, supplemented by realized capital gains and, to
the extent necessary, paid-in capital, which is a non-taxable return of capital. This policy is subject to an annual review as well as regular review
at the Board�s quarterly meetings, unless market conditions require an earlier evaluation.

Fund�s Leverage

The table below summarizes certain key terms of the Fund�s current leverage:

Amount

($ in millions) Maturity
5-year Term Loan A $ 100 June 12, 2018
4-year Term Loan B $ 100 December 14, 2019
Revolving Credit Facility $ 75 April 7, 2020
7-Year Series A Senior Secured Notes $ 100 June 12, 2020
10-Year Series B Senior Secured Notes $ 100 June 12, 2023
10-Year Series A Mandatory Redeemable Preferred shares $ 50 June 27, 2023
15-Year Series C Senior Secured Notes $ 50 February 8, 2032
The Series A Mandatory Redeemable Preferred Shares, with a liquidation value of $50 million, are rated AA by Fitch Ratings3 and the combined
$250 million 7-, 10-year and 15-Year Series A, B and C Senior Secured Notes are rated AAA by Fitch Ratings.

We believe the Fund has been able to lock in an attractive rate cost of borrowing and extend the maturity of the leverage facility while
diversifying its borrowing structure during what we believe to be a favorable current interest rate environment. A more detailed

1 Standard & Poor�s credit ratings are expressed as letter grades that range from �AAA� to �D� to communicate the agency�s opinion of relative level of credit risk.
Ratings from �AA� to �CCC� may be modified by the addition of a plus (+) or minus (-) sign to show relative standing within the major rating categories. The
investment grade category is a rating from �AAA� to �BBB-�.

2 Moody�s is an independent, unaffiliated research company that rates fixed income securities. Moody�s assigns ratings on the basis of risk and the borrower�s
ability to make interest payments. Typically, securities are assigned a rating from �Aaa� to �C�, with �Aaa� being the highest quality and �C� the lowest quality.

Aberdeen Asia-Pacific Income Fund, Inc.
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Letter to Shareholders (unaudited) (concluded)

description of the Fund�s leverage can be found in the Report of Investment Manager and the Notes to Financial Statements.

Open Market Repurchase Program

The Fund�s policy is generally to buy back Fund shares on the open market when the Fund trades at certain discounts to NAV and management
believes such repurchases may enhance shareholder value. During the six-month period ended April 30, 2017 and fiscal year ended October 31,
2016, the Fund repurchased 1,135,695 and 3,042,619 shares, respectively.

Merger of Aberdeen Asset Management PLC with Standard Life plc

The Fund�s investment manager, investment adviser, investment sub-adviser and administrator are each a subsidiary of Aberdeen Asset
Management PLC (�Aberdeen PLC�). On March 6, 2017, the Boards of Standard Life plc and Aberdeen PLC announced that they had reached an
agreement on the terms of a merger (�Merger�). The Boards of each of Standard Life plc and Aberdeen PLC believe that the Merger has a
compelling strategic and financial rationale through combining complementary strengths to create a world-class investment group. The Merger
is expected to occur in the third quarter of 2017, subject to various conditions and terms, including regulatory approvals. The portfolio
management team for the Fund is not expected to change as a result of the Merger. In addition, the agreements that the Fund has with Aberdeen
PLC�s subsidiary companies, the services provided by such companies, and the fees charged for those services are not expected to change as a
result of the Merger.

Portfolio Holdings Disclosure

The Fund�s complete schedule of portfolio holdings for the second and fourth quarters of each fiscal year is included in the Fund�s semi-annual
and annual reports to shareholders. The Fund files its complete schedule of portfolio holdings with the Securities and Exchange Commission
(�SEC�) for the first and third quarters of each fiscal year on Form N-Q. The Fund�s Form N-Q filings are available on the SEC�s website at
http://www.sec.gov and may be reviewed and copied at the SEC�s Public Reference Room in Washington, D.C. Information about the operation
of the Public Reference Room may be obtained by calling 1-800-SEC-0330. The Fund makes the information on Form N-Q available to
shareholders on the Fund�s website or upon request and without charge by calling Investor Relations toll-free at 1-800-522-5465.

Proxy Voting

A description of the policies and procedures that the Fund uses to determine how to vote proxies relating to portfolio securities, and information
regarding how the Fund voted proxies relating to portfolio securities during the most recent twelve months ended June 30 is available by
August 31 of the relevant year: (i) upon request and without charge by calling Investor Relations toll-free at 1-800-522-5465; and (ii) on the
SEC�s website at http://www.sec.gov.

Unclaimed Share Accounts

Please be advised that abandoned or unclaimed property laws for certain states require financial organizations to transfer (escheat) unclaimed
property (including Fund shares) to the state. Each state has its own definition of unclaimed property, and Fund shares could be considered
�unclaimed property� due to account inactivity (e.g., no owner-generated activity for a certain period), returned mail (e.g., when mail sent to a
shareholder is returned to the Fund�s transfer agent as undeliverable), or a combination of both. If your Fund shares are categorized as unclaimed,
your financial advisor or the Fund�s transfer agent will follow the applicable state�s statutory requirements to contact you, but if unsuccessful,
laws may require that the shares be escheated to the appropriate state. If this happens, you will have to contact the state to recover your property,
which may involve time and expense. For more information on unclaimed property and how to maintain an active account, please contact your

Edgar Filing: ABERDEEN ASIA-PACIFIC INCOME FUND INC - Form N-CSRS

8



financial adviser or the Fund�s transfer agent.

Investor Relations Information

As part of Aberdeen�s commitment to shareholders, we invite you to visit the Fund on the web at www.aberdeenfax.com. Here, you can view
monthly fact sheets, quarterly commentary, distribution and performance information, updated daily data courtesy of Morningstar®, portfolio
charting and other Fund literature.

Enroll in our email services today and be among the first to receive the latest closed-end fund news, announcements, videos and information. In
addition, you can receive electronic versions of important Fund documents including annual reports, semi-annual reports, prospectuses, and
proxy statements. Sign-up today at www.aberdeen-asset.us/aam.nsf/usclosed/email.

Contact Us:

� Visit: cef.aberdeen-asset.us;
� Watch: www.aberdeen-asset.us/aam.nsf/usclosed/aberdeentv;
� Email: InvestorRelations@aberdeen-asset.com;
� Call: 1-800-522-5465 (toll-free in the U.S.).
Yours sincerely,

/s/Christian Pittard

Christian Pittard

President

3 Fitch Ratings (�Fitch�) is an international credit rating agency. Fitch ratings range from AAA (reliable and stable) to D (high risk).
All amounts are U.S. Dollars unless otherwise stated.

Aberdeen Asia-Pacific Income Fund, Inc.
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Report of the Investment Manager (unaudited)

Market Review

Asia-Pacific and emerging-market bond and currency markets ended with mixed performance over the six-month period ended April 30, 2017.
Events in the U.S. held sway, notably Donald Trump�s win in the presidential election in November 2016. This halted the global bond market
rally as investors considered the possibility that Trump would increase fiscal spending and lift the inflation outlook. Investors subsequently
rotated back into bonds amid growing uncertainty over U.S. trade policies and their potential impact on global recovery. Towards the end of the
reporting period, Asian government bonds rallied further as political tensions escalated following U.S. military strikes in Syria and several
botched missile tests by North Korea. Meanwhile, the U.S. Federal Reserve (Fed) raised its benchmark interest rate in two 25-basis point
increments in December 2016 and March 2017.

Australian government bond yields rose over the reporting period, with the short end of the curve outperforming the long end. The central bank
kept interest rates on hold as inflation remained entrenched below its 2% target. With the frothy housing market presenting risks to the financial
system, macroprudential1 measures were strengthened, including stricter rules for mortgages.

Regarding Asian local-currency government bonds, China was the main laggard for the reporting period as money-market rates on the mainland
moved sharply higher after authorities tightened liquidity. Weakness in the yuan also prompted Beijing to impose more capital controls, which in
turn sparked fears over increased regulatory scrutiny. Philippine bonds yields trended higher on expectations of rising inflation. Korean bonds
also weakened as tensions with China escalated, even as Korean President Park Geun-hye was removed as president for alleged corruption. Thai
bonds retreated in the wake of a prolonged period of mourning for the late king, while Hong Kong and Singapore bond yields tracked U.S.
Treasury yields higher.

On a positive note, Indonesian and Indian bonds outperformed their Asia-Pacific region peers. Investor sentiment in Indonesia was buoyed by
hopes that government reform momentum and infrastructure spending was gathering pace. Additionally, President Joko Widodo�s signature tax
amnesty program netted 135 trillion rupiah (roughly US$10.1 billion) in revenues. In India, the government�s unexpected decision to replace
large rupee denominations resulted in a flood of bank deposits that were channelled into government bonds. The ruling Bharatiya Janata Party�s
victory in several state elections also reignited hopes that

economic reforms would accelerate. This helped mask early disappointment over the central bank�s move from an easing bias to a neutral policy
stance. In Malaysia, fund outflows accelerated, but the market pared losses after the central bank eased rules on the short-selling of government
bonds in an effort to bolster trading volumes and attract more investors.

Regional credit markets ended with a virtually flat return in the aggregate over the reporting period on the back of weaker U.S. Treasuries and
tighter spreads. Non-investment-grade debt outperformed investment-grade bonds as investors retained their focus on yield. Investor sentiment
was buttressed by signs of an economic pick-up in China and robust corporate bond demand, which helped consumer and industrial-related
credits outperform. Towards the end of the period, investor caution prevailed amid record issuance, stretched valuations and a rising number of
lower-quality credits being brought to market.

Fund performance review

The Fund�s strategies in Asian local-currency bonds and Asian U.S.-dollar bonds contributed to performance for the reporting period, while the
strategies in Asian local-currency high-yield debt and Australian bonds detracted from performance.

In Asian local-currency bonds, the key contributors to Fund performance for the reporting period were the overweight positions in Indian bonds
and the Indian rupee, which strengthened significantly against the U.S. dollar. The overweight allocation to Indonesian bonds also had a positive
impact.

The strategies in Asian U.S.-dollar bonds bolstered Fund performance due in part to security selection in investment-grade sovereigns and
investment-grade quasi-sovereigns. The overweight to high-yield oil-and-gas bonds also benefited performance.
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Conversely, our management of Asian local-currency high-yield bonds detracted from Fund performance due in part to security selection in
Indonesia. However, the losses were mitigated by the positive impact of the Fund�s overweight to the Indian rupee.

In Australia, the exposure to local bonds recorded a positive an overall absolute return, but the performance lagged that of the Fund�s blended
benchmark,2 thereby detracting from the Fund�s relative performance. Currency management also weighed on Fund performance.

1 Macroprudential policy addresses the connection between individual financial institutions and markets, as well as their common exposure to economic risk
factors.

2 The Fund�s blended benchmark comprises 35% Bloomberg AusBond Composite Index; 40% J.P. Morgan Asian Credit Index; 19.25% Markit iBoxx Asia
ex-Japan Government Bond Index; 15% Markit iBoxx Asia Government Index; 5% Markit iBoxx Asia Government India Index; and 5% Markit iBoxx Asia
Government Indonesia Index.

Aberdeen Asia-Pacific Income Fund, Inc.
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Report of the Investment Manager (unaudited) (continued)

The overall impact on performance from the Fund�s use of derivatives was relatively flat during the reporting period. Our hedging of Asian
currency risk and hedging of U.S. Treasury risk had a slightly negative impact on Fund performance, while the Fund�s short Australian-dollar
exposure contributed to performance.

Outlook

The global economy seems to be on a cyclical recovery. In the U.S., this is underscored by increases in both hiring and wages. However, we
believe that underlying strength over the longer term remains elusive. This is attributable in part to persistent doubts over the effectiveness of the
Trump presidency. In Europe, investors are wary of political developments, even though the market-friendly outcome of the French presidential
election assuaged fears somewhat. In Asia, North Korea�s belligerence remains a concern, while the potential for systemic risk lingers in China,
with the accompanying worries over deleveraging and credit-tightening. Nonetheless, we believe that Beijing will be keen to ensure stability
ahead of its Party Congress meeting in late 2017.

We think that the Fed will not rush to normalize interest rates and the European Central Bank should maintain its easy monetary policy in the
near term. In Australia, we believe that the central bank will favour targeted regulatory tweaks over rate hikes in a bid to rein in the frothy
housing market, since overall inflation remains below its target. In most parts of the emerging world, inflation remains benign as the price of oil
is expected to stay under pressure for some time. Therefore, we think that bond markets should find some support, although we may see a
continued reduction in duration3 risk. In our view, government bonds, in particular, could benefit from their relative value compared to corporate
bonds, where valuations appear stretched, especially moving towards the high-yield segment of the credit spectrum.

Loan Facilities and the Use of Leverage

The amounts borrowed under the Revolving Credit Facility, the Term Loan Facility, the Notes and the Series A MRPS (each as defined below)
may be invested to seek to return higher rates than the rates pursuant to which interests or dividends are paid under such forms of leverage.
However, the cost of leverage could exceed the income earned by the Fund on the proceeds of such leverage. To the extent that the Fund is
unable to invest the proceeds from the use of leverage in assets which pay interest at a rate which exceeds the rate paid on the leverage, the yield
on the Fund�s common stock will decrease. In addition, in the event of a general market decline in the value of assets in which the Fund invests,
the effect of that decline

will be magnified in the Fund because of the additional assets purchased with the proceeds of the leverage.

The Fund employed leverage obtained via bank borrowing and other forms of leverage during the reporting period. On February 8, 2017, the
Fund entered into a note purchase agreement with institutional investors relating to the private placement of $50 million of Series C senior
secured notes rated �AAA� by Fitch Ratings. Net proceeds of the Series C notes were used to refinance $50 million of the Fund�s existing
syndicated revolving credit facility (the �Revolving Credit Facility�). On April 7, 2017, the Fund renewed its $100 million Revolving Credit
Facility for a 3-year period with a syndicate of banks. On June 12, 2013, the Fund entered into a note purchase agreement with institutional
investors relating to the private placement of $200 million of Series A and Series B senior secured notes rated `AAA� by Fitch Ratings,
$100 million due June 12, 2020 and $100 million due June 12, 2023 (the �Notes�). On the same day, the Fund also entered into a term loan
agreement providing for $200 million in secured term loans from Bank of America, N.A., $100 million due June 12, 2016 (on December 14,
2015, the maturity of this loan was extended to December 14, 2019) and $100 million due June 12, 2018 (the �Term Loan Facility�). On June 27,
2013, the Fund issued a private offering of 2 million shares of Series A Mandatory Redeemable Preferred Shares due June 25, 2023 (the �Series
A MRPS�). The Series A MRPS have a liquidation value of $50 million and are rated �AA� by Fitch Ratings. The Fund�s outstanding balance as of
April 30, 2017 was $75 million on the Revolving Credit Facility.

The Fund�s leveraged capital structure creates special risks not associated with unleveraged funds having similar investment objectives and
policies. The funds borrowed pursuant to the Revolving Credit Facility, the Term Loan Facility and the Notes may constitute a substantial lien
and burden by reason of their prior claim against the income of the Fund and against the net assets of the Fund in liquidation. The Fund is
limited in its ability to declare dividends or other distributions under the terms of the various forms of leverage. In the event of an event of
default under either the Revolving Credit Facility or Term Loan Facility, the lenders have the right to cause a liquidation of the collateral (i.e.,
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sell portfolio securities and other assets of the Fund) and, if any such default is not cured, the lenders may be able to control the liquidation as
well. In the event of an event of default under the Note Purchase Agreement, the holders of the Notes have the right to cause a liquidation of the
collateral (i.e., cause the sale of portfolio securities and other assets of the Fund).

3 Duration is an estimate of bond price sensitivity to changes in interest rates. The higher the duration, the greater the change (i.e., higher risk) in relation to
interest-rate movements.

Aberdeen Asia-Pacific Income Fund, Inc.
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Report of the Investment Manager (unaudited) (concluded)

Each of the Revolving Credit Facility Agreement, the Term Loan Agreement, the Note Purchase Agreement, and the Securities Purchase
Agreement relating to the Series A MRPS includes usual and customary covenants for the applicable type of transaction. These covenants
impose on the Fund asset coverage requirements, Fund composition requirements and limits on certain investments, such as illiquid investments,
which are more stringent than those imposed on the Fund by the 1940 Act. The covenants or guidelines could impede the Fund�s investment
manager, investment adviser, or sub-adviser from fully managing the Fund�s portfolio in accordance with the Fund�s investment objective and
policies. Furthermore, non-compliance with such covenants or the occurrence of other events could lead to the cancellation of any and/or all of
the forms of leverage. As of April 30, 2017, the Fund was in compliance with all covenants under the agreements relating to the various forms of
leverage.

Interest Rate Swaps

The Fund may enter into interest rate swaps to efficiently gain interest rate exposure and hedge interest rate risk. On February 6, 2017, the Fund
exited $50,000,000 in notional value of a swap maturing November 1, 2017. As of April 30, 2017, the Fund held interest rate swap agreements
with an aggregate notional amount of

$75 million, which represented 100% of the Fund�s Revolving Credit Facility. Under the terms of the agreements currently in effect, the Fund
receives a floating rate of interest (three-month USD-LIBOR BBA rate) and pays fixed rates of interest for the terms and based upon the
notional amounts set forth below:

Remaining
Terms as of
April 30, 2017

Amount
(in millions)

Fixed Rate
Payable (%)

    6 months $ 16.0 0.84
114 months 59.0 1.57
A significant risk associated with interest rate swaps is the risk that the counterparty may default or file for bankruptcy, in which case the Fund
would bear the risk of loss of the amount expected to be received under the swap agreements. There can be no assurance that the Fund will have
an interest rate swap in place at any given time nor can there be any assurance that, if an interest rate swap is in place, it will be successful in
hedging the Fund�s interest rate risk with respect to the loan facility. The implementation of this strategy is at the discretion of the Leverage
Committee of the Board.

Aberdeen Asset Management Asia Limited

Aberdeen Asia-Pacific Income Fund, Inc.

5

Edgar Filing: ABERDEEN ASIA-PACIFIC INCOME FUND INC - Form N-CSRS

14



Total Investment Return (unaudited)

The following table summarizes the six-month and average annual Fund performance for the 6-month, 1-year, 3-year, 5-year and 10-year
periods as of April 30, 2017. The Fund�s principal investment objective is to seek current income. The Fund may also achieve incidental capital
appreciation.

6 Months 1 Year 3 Years 5 Years 10 Years
Net Asset Value (NAV) 0.2% 4.4% 1.1% 0.9% 5.1%
Market Value 6.1% 7.9% 0.8% -0.9% 4.5%
Returns represent past performance. Total investment return at NAV is based on changes in the NAV of Fund shares and assumes reinvestment
of dividends and distributions, if any, at market prices pursuant to the dividend reinvestment program. All return data at NAV includes fees
charged to the Fund, which are listed in the Fund�s Statement of Operations under �Expenses.� The Fund�s total return is based on the
reported NAV on each financial reporting period end. Total investment return at market value is based on changes in the market price at which
the Fund�s shares traded on the NYSE MKT during the period and assumes reinvestment of dividends and distributions, if any, at market prices
pursuant to the dividend reinvestment program. The Fund�s total investment return is based on the reported NAV on the financial reporting
period end. Because the Fund�s shares trade in the stock market based on investor demand, the Fund may trade at a price higher or lower than
its NAV. Therefore, returns are calculated based on both market price and NAV. Past performance is no guarantee of future results. The
performance information provided does not reflect the deduction of taxes that a shareholder would pay on distributions received from the Fund.
The current performance of the Fund may be lower or higher than the figures shown. The Fund�s yield, return, market price and NAV will
fluctuate. Performance information current to the most recent month-end is available at www.aberdeenfax.com or by calling 800-522-5465.

The total annualized operating expense ratio based on the six-month period ended April 30, 2017 was 2.36%. The total annualized operating
expense ratio, excluding interest expense and distributions to Series A Mandatory Redeemable Preferred Shares, based on the six-month period
ended April 30, 2017 was 1.16%.

Aberdeen Asia-Pacific Income Fund, Inc.
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Portfolio Composition (unaudited)

Quality of Investments(1)

As of April 30, 2017, 49.4% of the Fund�s total investments were invested in securities where either the issue or the issuer was rated �A� or better
by Standard & Poor�s or Moody�s Investors Service, Inc. The table below shows the asset quality of the Fund�s portfolio as of April 30, 2017
compared with the previous six and twelve months:

Date
AAA/Aaa

%
AA/Aa

%
A

%
BBB/Baa

%
BB/Ba**

%
B**

%
NR***

%
April 30, 2017* 28.2 11.6 9.6 24.3 3.9 3.7 18.7
October 31, 2016 31.6 7.9 9.2 25.0 3.6 3.6 19.1
April 30, 2016* 37.2 11.2 10.3 22.4 6.4 4.1 8.4

* Unaudited
** Below investment grade
*** Not Rated
(1) For financial reporting purposes, credit quality ratings shown above reflect the lowest rating assigned by either Standard & Poor�s or

Moody�s Investor Service if ratings differ. These rating agencies are independent, nationally recognized statistical rating organizations and
are widely used. Investment grade ratings are credit ratings of BBB/Baa or higher. Below investment grade ratings are credit ratings of
BB/Ba or lower. Investments designated NR are not rated by either rating agency. Unrated investments do not necessarily indicate low
credit quality. Credit quality ratings are subject to change. The Investment Manager evaluated the credit quality of unrated investments
based upon, but not limited to, credit ratings for similar investments.

Geographic Composition

The table below shows the geographical composition (with U.S. Dollar-denominated bonds issued by foreign issuers allocated into country of
issuance) of the Fund�s total investments as of April 30, 2017, compared with the previous six and twelve months:

Date
Australia

%

Asia
(including NZ)

%
Europe

%

United
States

%
April 30, 2017* 31.9 62.0 4.5 1.6
October 31, 2016 32.5 62.8 4.4 0.3
April 30, 2016* 37.7 56.1 4.5 1.7

* Unaudited
Currency Composition

The table below shows the currency composition of the Fund�s total investments as of April 30, 2017, compared with the previous six and twelve
months:
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Date

Australian
Dollar

%

Asian Currencies
(including NZ Dollar)

%
US Dollar**

%
April 30, 2017* 27.7 27.3 45.0
October 31, 2016 30.1 29.3 40.6
April 30, 2016* 40.3 17.6 42.1

* Unaudited
** Includes U.S. Dollar-denominated bonds issued by foreign issuers: 45.0% of the Fund�s total investments on April 30, 2017, 40.6% of the

Fund�s total investments on October 31, 2016, and 42.1% of the Fund�s total investments on April 30, 2016.

Aberdeen Asia-Pacific Income Fund, Inc.
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Portfolio Composition (unaudited) (concluded)

Maturity Composition

As of April 30, 2017, the average maturity of the Fund�s total investments was 7.8 years, compared with 7.8 years at October 31, 2016, and 7.8
years at April 30, 2016. The following table shows the maturity composition of the Fund�s investments as of April 30, 2017, compared with the
previous six and twelve months:

Date
Under 3 Years

%
3 to 5 Years

%
5 to 10 Years

%
10 Years & Over

%
April 30, 2017* 22.9 18.7 38.1 20.3
October 31, 2016 18.7 17.6 45.2 18.5
April 30, 2016* 20.3 17.6 42.3 19.8

* Unaudited

Aberdeen Asia-Pacific Income Fund, Inc.
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Summary of Key Rates (unaudited)

The following table summarizes the movements of key interest rates and currencies from April 30, 2017 and the previous six and twelve month
periods.

April 30, 2017 October 31, 2016 April 30, 2016
Australia
90 day Bank Bills 0 $ 3.75 June 15, 2011

71,195 0 $ 5.02 June 27, 2018
50,000 0 $ 1.10 June 25, 2019

Stock Option Plan

In June 2006, the Company�s Board of Directors and stockholders approved the 2006 Stock Option Plan (the �Option
Plan�). The Option Plan authorizes the grant and issuance of options and other equity compensation to employees,
officers and consultants. A total of 666,667 shares of common stock are reserved for issuance under the Option Plan.
The Option Plan is administered by the Compensation Committee. Subject to the provisions of the Option Plan, the
Compensation Committee determines who will receive the options, the number of options granted, the manner of
exercise and the exercise price of the options. The term of incentive stock options granted under the Option Plan may
not exceed ten years, or five years for options granted to an optionee owning more than 10% of the Company�s voting
stock. The exercise price of an incentive stock option granted under the Option Plan must be equal to or greater than
the fair market value of the shares of the Company�s common stock on the date the option is granted. The exercise
price of a non-qualified option granted under the Option Plan must be equal to or greater than 85% of the fair market
value of the shares of the Company�s common stock on the date the option is granted. An incentive stock option
granted to an optionee owning more than 10% of the Company�s voting stock must have an exercise price equal to or
greater than 110% of the fair market value of the Company�s common stock on the date the option is granted. Stock
options issued under the option plan vest immediately upon date of grant.

At a Special Meeting of Shareholders on April 3, 2008, shareholders approved an amendment to the 2006 Stock
Option Plan to include an �evergreen� provision pursuant to which on January 1st of each year, commencing in 2009,
the number of shares authorized for issuance under the 2006 Stock Option Plan shall automatically be increased to an
amount equal to 20% of the shares of the common stock outstanding on the last day of the prior fiscal year. The
Shareholders also approved an amendment to the Plan to increase the number of options available under the plan from
666,667 to 1,666,667. On June 27, 2008, an additional 736,735 options were granted, and vested on that date.

Code of Ethics

We have adopted a code of ethics that applies to our officers (including our principal executive, financial and
accounting officers), directors, employees and consultants. The text of our code of ethics can be found on our Internet
website at www.convertedorganics.com.

Compensation Committee � Composition and Responsibility
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All members of the Compensation Committee are independent directors in accordance with the rules of the NASDAQ
Stock Market. There are currently three directors who serve on the Compensation Committee: Robert E. Cell, as
Chair, Edward Stoltenberg, and John DeVillars.

The Compensation Committee operates under a written charter approved by the Board. The current Compensation
Committee charter may be viewed by accessing the Investor Relations link on the Company website
(http://www.ConvertedOrganics.com). The Compensation Committee has, as stated in its charter, two primary
responsibilities: (i) assisting the Board in carrying out its responsibilities in determining the compensation of the CEO
and executive officers of the Company; and (ii) establishing compensation policies
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that will attract and retain qualified personnel through an overall level of compensation that is comparable to, and
competitive with, others in the industry and in particular, peer institutions.

The Compensation Committee, subject to the provisions of our Amended and Restated 2006 Stock Option Plan, also
has authority in its discretion to determine the employees of the Company to whom stock options shall be granted, the
number of shares to be granted to each employee, and the time or times at which options should be granted. The CEO
makes recommendations to the Compensation Committee about equity awards to the employees of the Company
(other than the CEO). The Compensation Committee also has authority to interpret the Plans and to prescribe, amend,
and rescind rules and regulations relating to the Plans.

The CEO reviews the performance of the executive officers of the Company (other than the CEO) and, based on that
review, the CEO makes recommendations to the Compensation Committee about the compensation of executive
officers (other than the CEO). The CEO does not participate in any deliberations or approvals by the compensation
committee or the Board with respect to his own compensation. The Compensation Committee makes
recommendations to the Board about all compensation decisions involving the CEO and the other executive officers
of the Company. The Board reviews and votes to approve all compensation decisions involving the CEO and the
executive officers of the Company. The Compensation Committee and the Board will use data, showing current and
historic elements of compensation, when reviewing executive officer and CEO compensation.

In 2008, the Company utilized the services of Pearl Meyer & Partners (�Pearl Meyer�), an executive compensation
consulting firm, to assist the Compensation Committee in making compensation decisions. Pearl Meyer was engaged
by the Company in order to determine whether executive compensation and non-employee Board of Directors�
compensation were competitive with industry standards for similarly situated public companies. Pearl Meyer was
instructed to research and develop an Executive Compensation Competitive Analysis and a Board of Director
Compensation Competitive Analysis for non-employee Board members. Pearl Meyer was also instructed to review
and update the Company�s compensation peer group for comparison purposes. The Company�s compensation program
is based on providing competitive salaries based upon Pearl Meyer�s survey data. The Company considered and
analyzed the comparable companies in its peer group and created a new list of comps based upon the advice of Pearl
Meyer. In 2009, the Company utilized an identical Director compensation peer group as the 2008 group provided by
Pearl Meyer and internally using publically available information, updated the survey data to reflect the most recent
annual compensation paid as Director compensation. The salaries of current employees and the CEO were considered,
however, the Company decided not to make any changes because of its financial condition.

Employment Agreements

Effective as of February 16, 2007, the Company entered into an employment agreement with Mr. Gildea to ensure the
continuity of executive leadership, to clarify his roles and responsibilities, and to make explicit the terms and
conditions of executive employment. Provisions concerning a change of control of the Company, and terms of
compensation in that event, are included in the employment agreement consistent with what the Compensation
Committee believes to be best industry practices. The change of control provisions in the employment agreement is
designed to ensure that Mr. Gildea devotes his full energy and attention to the best long term interests of the
shareholders in the event that business conditions or external factors make consideration of a change of control
appropriate. �Change of Control�, as defined by the Employment Agreement, includes (i) the acquisition of any person
or group (as defined by the Securities Exchange Act of 1934, as amended) of beneficial ownership of 20% of the total
shares or more than 35% of the outstanding shares of common stock of the Company except for acquisitions of stock
from the Company, by the Company, and by employee benefit plans maintained by the Company or any of its
Affiliates; (ii) individuals who constitute the Company�s Board of Directors cease, for any reason to constitute at least
a majority of the Board unless the new members of the Board were nominated by the existing Board members for
other than an election contest; (iii) consummation of a reorganization, merger, consolidation or sale or other
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disposition of all or substantially all of the assets of the Company unless the transaction merger, consolidation or sale
was initiated or approved by the Board of Directors; or (iv) approval by the stockholders of the Company of a
complete liquidation or dissolution of the Company.
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The employment agreement with Mr. Gildea for him to serve as President and Chief Executive Officer of the
Company provides for a base salary of $220,000, which may be increased at the discretion of the Board. The
employment agreement also provides for participation in the various benefit programs provided by the Company,
including group life insurance, sick leave and disability, retirement plans and medical and dental insurance programs
to the extent they are offered by the Company and to the extent that Mr. Gildea is eligible to participate in such plans
under the terms of such plans.

In the event Mr. Gildea�s employment is terminated or in the event that Mr. Gildea resigns for �good reason� following a
change of control, Mr. Gildea is entitled to a lump sum of three years base salary plus three times his incentive
compensation paid in the preceding twelve months or the plan�s target, whichever is greater, plus continued
participation in the insurance benefits for a three year period. All stock options granted to Mr. Gildea would
immediately vest and remain exercisable for three months following the date of termination.

Resignation for �good reason� under the employment agreement, means, among other things, the resignation of
Mr. Gildea as a result of (i) the Company, without the express written consent of Mr. Gildea, materially breaches the
agreement which breach is not cured within 30 (thirty) days following written notice by Mr. Gildea; (ii) the Board of
Directors, without cause, substantially changes Mr. Gildea�s core duties or removes his responsibility for those core
duties, so as to effectively cause him to no longer be performing the duties of President and CEO of the Company;
(iii) the Company�s Board of Directors, without cause, places another executive above Mr. Gildea or one of the named
officers in the Company or requires Mr. Gildea to be based in an office that is more than 100-miles from Mr. Gildea�s
principal place of employment; or (iv) a change of control, as defined, occurs. The estimated expense to the Company
of Mr. Gildea�s termination in the event of a change in control as of December 31, 2009 is $660,000. The estimated
expense to the Company of Mr. Gildea�s resignation for good reason or termination without cause in the absence of a
change in control as of December 31, 2009 is $660,000.

Security Ownership of Certain Beneficial Owners and Management

Set forth below is information regarding the beneficial ownership of our common stock, as of April 23, 2010 by
(i) each person whom we know owned, beneficially, more than 5% of the outstanding shares of our common stock,
(ii) each of our directors, (iii) each of our named executive officers, and (iv) all of the current directors and executive
officers as a group. We believe that, except as otherwise noted below, each named beneficial owner has sole voting
and investment power with respect to the shares listed. Unless otherwise indicated herein, beneficial ownership is
determined in accordance with the rules of the Securities and Exchange Commission, and includes voting or
investment power with respect to shares beneficially owned. Shares of common stock to be received upon conversion
of preferred stock, or subject to options or warrants currently exercisable or exercisable on or within 60 days of the
date of this proxy statement, are deemed outstanding for computing the percentage ownership of the person holding
such options or warrants, but are not deemed outstanding for computing the percentage ownership of any other person.

Officers and Directors

No. of Shares
Beneficially

Name of Beneficial Owner(1) Owned
Percent of Class

(2))

Edward J. Gildea 888,970(3) 2.2
David R. Allen 390,141(4) 1.0
Robert E. Cell 204,000(5) *
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John P. DeVillars 204,000(5) *
Edward A. Stoltenberg 214,434(6)(7) *
All directors and officers as a group (five persons) 1,901,545 4.5
5% Shareholders
Oppenheimer Funds, Inc.(8) 2,284,409 5.3
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* Less than 1%

(1) The address of all persons named in this table, with the exception of Oppenheimer Funds, Inc. is: c/o Converted
Organics Inc., 137A Lewis Wharf, Boston, MA 02110.

(2) Assumes 40,520,708 shares as of April 23, 2010.

(3) Includes 1,400 Class B Warrants and options to purchase 725,000 shares.

(4) Includes options to purchase 381,195 shares.

(5) Includes options to purchase 204,000 shares.

(6) Includes 1,200 Class B Warrants and options to purchase 204,000 shares.

(7) Includes 2,931 shares beneficially owned and held in trust.

(8) The following information is based on the Schedule 13G filed February 2, 2010. Oppenheimer Funds, Inc. is an
investment adviser in accordance with Rule 13d-1(b)(1)(ii)(E) of the Securities Exchange Act of 1934, as
amended, or the Exchange Act. All beneficial ownership is disclaimed pursuant to Rule 13d-4 of the Exchange
Act. All positions reported reflect the exercise of warrants for shares of common stock. The principal address of
Oppenheimer Funds, Inc. is Two World Financial Center, 225 Liberty Street, New York, NY 10289.

Transactions With Related Persons, Promoters and Certain Control Persons

As payment for compensation accrued and not paid since April 1, 2006 and expenses incurred but not reimbursed
since April 1, 2006, we intend to pay in the future, out of available cash, a total of $150,000 to the following current
and former executive officers, directors and consultants, each of whom will receive $50,000: Edward J. Gildea, John
A. Walsdorf and William A. Gildea.

The Company paid Mr. William A. Gildea, who was a 5% stockholder during 2008 but not during 2009, and is the
brother of the President and CEO of the Company, for his services in connection with development efforts in New
Jersey, New York and Rhode Island. Mr. Gildea was paid $180,000 in 2008 and180,000 in 2009.

The Company paid Mr. John E. Tucker, who was a 5% stockholder during 2008 but not during 2009, and his
company, BioVentures LLC., for its services in connection with the design and development work for the Company�s
planned manufacturing facility in Woodbridge, NJ. BioVentures LLC was paid $60,000 in 2008 and $0 in 2009.

We believe the transactions described above were made on terms at least as favorable as those generally available
from unaffiliated third parties. The transactions have been ratified by a majority of the members of our Board of
Directors who are independent directors. Future transactions with our officers, directors or greater than five percent
stockholders will be on terms no less favorable to us than could be obtained from unaffiliated third parties, and all
such transactions will be reviewed and subject to approval by our Audit Committee, which will have access, at our
expense, to our or independent legal counsel.

Section 16(a) Beneficial Ownership Reporting Compliance
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Under the securities laws of the United States, the Company�s directors, its officers and any persons holding more than
10% of the Company�s Common Stock (�10% holders�) are required to file with the Securities and Exchange
Commission (�SEC�) initial reports of beneficial ownership and reports of changes in beneficial ownership of shares of
Common Stock and other equity securities of the Company. Specific filing deadlines of these reports have been
established and the Company is required to disclose in this Proxy Statement any failure to file by these dates during
the fiscal year ended December 31, 2009. The Company is not aware of any late filers for the fiscal year ended
December 31, 2009. In making these statements, the Company has relied solely on written representations of its
directors, officers and 10% holders and copies of the reports that they filed with the SEC.
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Independent Public Accountants

CCR LLP served as the Company�s independent public accountant in fiscal 2009 and has been engaged as the
Company�s independent public accountant for fiscal 2010. The Audit Committee of the Board intends to meet with the
auditor in August 2010 to discuss the audit engagement for fiscal 2010. The following table shows the fees paid or
accrued by the Company for the audit and other services provide CCR LLP for 2009 and 2008.

FY 2009 FY 2008

Audit Fees $ 174,200 $ 287,437
Audit-Related Fees $ 0 $ 0
Tax Fees $ 0 $ 0
All Other Fees $ 106,790 $ 0
Totals $ 280,990 $ 287,437

Audit fees of CCR LLP for fiscal 2009 and 2008 consisted of the examination of the consolidated financial statements
of the Company. Other fees include charges related to required procedures in association with consent for the filings
of Forms S-3, review of our 2009 Proxy statement and our October 2009 Secondary Offering.

The Audit Committee, consisting entirely of independent directors, pre-approves all audit and non-audit services
provided by the independent public accountants. These services may include audit services, audit-related services, tax
services and other services as allowed by law or regulation. Pre-approval is generally provided for up to one year and
any pre-approval is detailed as to the particular service or category of services and is generally subject to a specifically
approved amount. The independent public accountants and management are required to periodically report to the
Audit Committee regarding the extent of services provided by the independent public accountants in accordance with
this pre-approval and the fees incurred to date. The Audit Committee, or one of its members to whom authority has
been delegated by the Audit Committee, may also pre-approve particular services on a case-by-case basis. The Audit
Committee pre-approved all of the Company�s audit fees, audit-related fees, tax fees, and all other fees for services by
the independent public accountants during fiscal 2009.

REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The following is the report of the Audit Committee with respect to the Company�s audited financial statements for the
fiscal year ended December 31, 2009. 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, as amended, or the Securities Exchange Act of 1934, as amended, except to the
extent that the Company specifically incorporates the information by reference in such filing.

The Audit Committee currently includes three non-employee directors. Mr. Stoltenberg serves as Chairman of the
Audit Committee, and Messrs. Cell and DeVillars serve as members. The Board of Directors has determined that each
of the members of the Audit Committee is independent as defined by the rules of the NASDAQ Stock Market and the
SEC. The Board also determined that each member of the Audit Committee is �financially literate� and has accounting
or related financial management expertise. The Board also determined that Mr. Stoltenberg is an �audit committee
financial expert� as defined by SEC rules through his business and professional experience.
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The purpose of the Audit Committee is to assist the Board of Directors in its general oversight of the Company�s
financial reporting, internal controls and audit functions. The Audit Committee is directly responsible for the
appointment, retention, evaluation, compensation, oversight and termination of the Company�s independent registered
public accounting firm.

The Audit Committee reviews the results and scope of audit and other services provided by the independent public
accountants and reviews the accounting principles and auditing practices and procedures to
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be used in the Company�s financial reporting process, including its systems of internal control, and in the preparation
of consolidated financial statements in accordance with generally accepted accounting principles. The Company�s
independent registered public accounting firm for the last fiscal year, CCR LLP is responsible for performing an
independent audit of those financial statements. As more fully explained in the Audit Committee�s charter, the Audit
Committee�s responsibility is to provide oversight of and to review those processes. The Audit Committee does not
conduct auditing or accounting reviews or procedures, and relies on information and representations provided by
management and the independent public accountants. The Audit Committee has relied on management�s representation
that the financial statements have been prepared with integrity and objectivity and in conformity with accounting
principles generally accepted in the United States of America and on the representations of the independent public
accountants included in their report on the Company�s financial statements.

Audited Financial Statements

The Audit Committee has reviewed the audited financial statements prepared for the fiscal year ended December 31,
2009. The Audit Committee has reviewed and discussed those audited financial statements with members of the
management of the Company.

The Audit Committee has discussed the audited financials for fiscal 2009 with CCR LLP, and has discussed with CCR
LLP the Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vo1. 1. AU
section 380), as adopted by the Public Company Accounting Oversight Board, or PCAOB, in Rule 3200T. The Audit
Committee has received from CCR LLP a letter and other written disclosures required by applicable requirements of
the PCAOB regarding the independent accountants� communications with the Board concerning independence. The
Audit Committee had discussions with CCR LLP in advance of the Annual Meeting regarding the independence of
CCR LLP as the Company�s independent registered public accounting firm.

Management is responsible for the Company�s internal controls and the financial reporting process. The Company�s
independent registered public accountants are responsible for performing an independent audit of the Company�s
consolidated financial statements in accordance with generally accepted auditing standards and to issue a report
thereon. The Audit Committee�s responsibility is to monitor and oversee these processes. After review of all
discussions and correspondence described above, as well as such other matters deemed relevant and appropriate by the
Audit Committee, the Audit Committee recommended that the audited financial statements for the last fiscal year be
included in the Company�s Annual Report on Form 10-K.

The Audit Committee

Edward Stoltenberg, Chairman
Robert E. Cell
John DeVillars

* * * * *
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PROPOSAL NO. 1

ELECTION OF THE BOARD OF DIRECTORS

Our Certificate of Incorporation provides that the Board of Directors be divided into three classes. Each director
serves a term of three years. At each annual meeting, the stockholders elect directors for a full term or the remainder
thereof, as the case may be, to succeed those, whose terms have expired. Each director holds office for the term for
which elected or until his or her successor is duly elected. Currently, Messrs. Stoltenberg and Cell serve as
Class 1 directors, whose terms expire in 2010, Mr. DeVillars serves as a Class 2 director, whose term expires in 2011,
and Mr. Edward Gildea serves as a Class 3 director, whose term expires in 2012.

The Board of Directors has nominated Messrs. Robert Cell and Edward Stoltenberg to serve as Class 1 director until
2013 or until their respective successors are elected and qualified.

Vote Required

The two candidates receiving the highest number of votes cast in favor of his election shall be elected as director.

Recommendation

The Board recommends that stockholders vote FOR the election of Messrs. Robert Cell and Edward Stoltenberg.

Unless marked otherwise, proxies received will be voted FOR the election of the nominee.

PROPOSAL NO. 2

RATIFICATION OF THE SELECTION OF CCR LLP AS
INDEPENDENT PUBLIC ACCOUNTANT

The Board of Directors appointed CCR LLP as the Company�s independent public accounting firm for 2010. CCR
LLP has served as the Company�s independent public accountant since 2005.

In the past four fiscal years there have been no disagreements with CCR LLP on any matter of accounting principles
or practices, financial statement disclosure, or auditing scope of procedure.

One or more representatives of CCR LLP will attend the Annual Meeting and be available to respond to appropriate
questions.

The Board recommends the shareholders ratify the appointment of CCR LLP as the Company�s independent public
accountant for the year 2010. If the shareholders do not ratify the appointment, other independent public accountants
will be appointed by the Board upon recommendation of the Audit Committee.

Vote Required

The affirmative vote of a majority of the outstanding shares of common stock present at the meeting and entitled to
vote is required is required to approve the selection of CCR LLP as independent public accountant.
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Recommendation

The Board recommends that stockholders vote FOR the ratification of the selection of CCR LLP as the Company�s
independent public accountant for the year 2010.
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PROPOSAL NO. 3

AMEND THE COMPANY�S CERTIFICATE OF INCORPORATION TO INCREASE
THE NUMBER OF AUTHORIZED SHARES THAT THE COMPANY MAY ISSUE

TO 250,000,000 SHARES OF COMMON STOCK

General

The Company�s Board of Directors unanimously approved and recommended for adoption by the shareholders the
Amendment to the Certificate of Incorporation (the �Amended and Restated Articles�), the text of which is attached to
this Proxy Statement as Annex A. The following proposal is to approve the Amended and Restated Articles, but does
not approve any issuance of shares of common stock, and no shareholder approval for such issuances is required or
being sought.

Background and Reasons for the Proposed Amended and Restated Articles

As of Record Date, there were 75,000,000 shares of our common stock authorized, of which, 40,520,708 shares were
issued and outstanding and 10,000,000 shares of preferred stock, of which, 0 shares were issued and outstanding.

The Amended and Restated Articles would increase the number of shares of the Company�s common stock that it is
authorized to issue from 75,000,000 to 250,000,000 shares of common stock. The par value of the Company�s common
stock will not be affected by the amendment.

The Company seeks shareholder approval to increase the number of authorized shares because doing so will allow the
Company to maintain sufficient shares of common stock for future business and financial purposes. The proposed
amendment would increase the number of authorized shares of common stock from 75,000,000 to 250,000,000.
Authorized but unissued shares of common stock may be used by the Company for any purpose permitted under
Delaware law, including but not limited to, paying stock dividends to stockholders, raising capital, providing equity
incentives to employees, officers and directors, and entering into transactions that the Board of Directors believes
provide the potential for growth and profit. Furthermore, the Company may utilize its securities to make future
acquisitions; acquisitions are a key component of growth and, from time to time, consideration for acquisitions may
include the issuance of common stock.

The issuance of Company common stock may be dilutive to the Company�s current common stockholders. The
Company may complete any financings prior to the annual meeting by the issuance of securities currently authorized
and available for issuance. If the proposed amendment is approved, to the extent the Company has previously issued
all of the shares of common stock currently authorized, the Company may issue the newly authorized shares of
Company common stock without a further vote of the stockholders of the Company, except as provided under the
rules of the NASDAQ Stock Market. These future issuances may be dilutive to the Company�s current common
stockholders and may cause a reduction in the market price of the Company�s common stock.

The increase in the authorized shares of common stock will not have any immediate effect on the rights of existing
stockholders. If the stockholders approve the proposed amendment, the Board of Directors may cause the issuance of
additional shares without further vote of the stockholders of the Company, except as provided under the rules of the
NASDAQ Stock Market. Current holders of common stock do not have preemptive or similar rights, which means
that current stockholders do not have a prior right to purchase any new issue of capital stock of the Company in order
to maintain their proportionate ownership. The issuance of additional shares of common stock would decrease the
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proportionate equity interest of the Company�s current stockholders and, depending upon the price paid for such
additional shares, could result in dilution to the Company�s current stockholders.

The proposed amendment could, under certain circumstances, have an anti-takeover effect, although this is not the
intention of this proposal. For example, in the event of a hostile attempt to take over control of the Company, it may
be possible for the Company to endeavor to impede the attempt by issuing shares of common stock, which would
dilute the voting power of the other outstanding shares and increasing the
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potential cost to acquire control of the Company. The proposed amendment therefore may have the effect of
discouraging unsolicited takeover attempts, potentially limiting the opportunity for the Company�s stockholders to
dispose of their shares at a premium, which is often offered in takeover attempts, or that may be available under a
merger proposal. The proposed amendment may have the effect of permitting the Company�s current management,
including the current Board of Directors, to retain its position, and place it in a better position to resist changes that
stockholders may wish to make if they are dissatisfied with the conduct of the Company�s business. However, the
Board of Directors is not aware of any attempt to take control of the Company, and the Board of Directors has not
presented this proposal with the intent that it be utilized as a type of anti-takeover device.

In addition to periodic discussions regarding fund raising opportunities, the Company also engages in periodic
discussions with potential partners, strategic investments and acquisition candidates, as part of the Company�s business
model. If any of these discussions came to a definitive understanding and if the proposed amendment is adopted, it is
possible that the Company could use some of the newly authorized shares in connection with one or more such
transactions subsequent to the increase in the number of authorized shares. The Company also plans to continue to
issue shares of common stock pursuant to its stock incentive plans subsequent to the increase in the number of
authorized shares. Except as set forth in the following paragraph, the Company currently has no plan, commitment,
arrangement, understanding or agreement, regarding the issuance of common stock in connection with one or more
such strategic transactions subsequent to the increase in the number of authorized shares, except for such transactions
that would require a separate vote by the Company�s shareholders.

In April 2010, the Company entered into an Agreement with a single institutional investor, pursuant to which the
Company issued to the investor: (a) 2,400,000 shares of common stock and (b) a five-year warrant to purchase
1,163,362 shares of common stock at an exercise price of $1.06 per share. The warrant may be exercised at any time
on or following a date one year after the date of issuance and expires five years from the date of issuance. The
Company currently does not have sufficient authorized shares of common stock to permit the exercise of the warrant.
The Company agreed to hold a shareholders� meeting to approve an increase to the authorized shares. If this current
proposal to approve the increase is not approved by the Company�s shareholders, the Company has agreed to hold
additional meetings every four months until it achieves such approval.

If the proposed amendment is adopted, it will become effective upon filing of the Amended and Restated Articles with
the Secretary of State of the State of Delaware. However, if the Company�s stockholders approve the proposed
amendment, the Board of Directors retains discretion under Delaware law not to implement the proposed amendment.
If the Board of Directors were to exercise such discretion, the number of authorized shares would remain unchanged.

Vote Required

The affirmative vote of a majority of the outstanding shares of common stock, as of Record Date is required to
increase the number of authorized shares of common stock.

Recommendation

The Board recommends that stockholders vote FOR increasing the number of authorized shares of common stock and
preferred stock.

PROPOSAL NO. 4

APPROVE THE OMNIBUS STOCK COMPENSATION PLAN

General
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Converted Organics 2010 Omnibus Stock Compensation Plan (the �Plan�). Since 2006, we have
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provided stock options as our primary form of long-term, at-risk pay to focus management, employees, directors and
selected consultants and key advisors on the long-term interests of shareowners. Previously stock options have been
awarded under two stockholder approved plans: first under our Converted Organics 2006 Stock Option Plan and then
under our Amended and Restated Converted Organics 2006 Stock Option Plan.

Our existing stock option plan is limited in the types options it allows. The new Plan is to replace the existing
Amended and Restated 2006 Stock Option Plan (the �2006 Plan�) and will provide more flexibility in the offerings
allowed there under.

We have developed this new Plan to align the interests of (i) designated employees of the Company and its
subsidiaries, (ii) non-employee members of the board of directors of the Company, and (iii) consultants and key
advisors of the Company and its subsidiaries with the interests of the Company�s stockholders and to provide
incentives for such persons to exert maximum efforts for the success of the Company. By extending the opportunity to
receive grants of stock options, stock units, stock awards, stock appreciation rights and other stock-based awards, the
Company believes that the Plan will encourage the participants to contribute materially to the growth of the Company,
thereby benefiting the Company�s shareholders, and will align the economic interests of the participants with those of
the shareholders. The Plan is furthermore expected to benefit the Company and its shareholders by making it possible
for the Company to attract and retain the best available talent.

We believe that public companies will continue to use equity as an integral part of total compensation for both
executives, employees and directors. Although we believe that stock options will continue to be used as part of the
compensation package, we believe it will benefit us to transition to a mix of both stock options and full-value equity
incentive grants. In line with these practices, we have prepared our proposal such that it also includes full-value share
equity incentive grants as an integral portion of the Plan.

In March 2010, our Board of Directors adopted, subject to stockholder approval, the Converted Organics 2010
Omnibus Stock Compensation Plan. The statements contained in this proxy statement concerning the terms and
provisions of the Plan are summaries only and are qualified in their entirety by reference to the full text of the Plan a
copy of which is attached as Annex B to this proxy statement.

The Plan is not subject to the provisions of the Employment Retirement Income Security Act and is not a �qualified
plan� within the meaning of Section 401 of the Internal Revenue Code, as amended (the �Code�).

The Plan is administered by the Company�s Compensation Committee. The Compensation Committee has exclusive
discretion to select the participants who will receive awards under the Plan (each a �Participant�) and to determine the
type, size and terms of each award. The Compensation Committee will also make all other determinations that it
decides are necessary or desirable in the interpretation and administration of the Plan.

Shares Subject to the Plan

Pursuant to the Plan, if the Plan is approved, the initial number of shares of common stock available under the Plan
will be 3,458,047, subject to adjustment. Commencing January 1, 2011 and on the first day of each fiscal year
thereafter, the number of shares authorized for issuance under the Plan shall automatically be recalculated to be equal
to 20% of the shares of the Company�s common stock outstanding on the last day of the prior fiscal year, less any
issuances made under both the 2006 Plan and this Plan. If this Plan will is approved, this Plan will replace the 2006
Plan and no additional shares will be issued under the 2006 Plan, however the Company reserves the right to issue
pursuant to the 2006 Plan, new options to the extent that, and in the amount of, any currently outstanding options are
forfeited under that plan. If this Plan is approved, the total number of shares authorized will be equal to the total
number of shares currently authorized under the 2006 Plan and therefore, there is no risk of additional dilution by
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Awards under the Plan

Under the Plan, the Compensation Committee may grant awards in the form of incentive stock options (�Incentive
Stock Options�), as defined in Section 422 of the Code, as well as options which do not so qualify
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(�Nonqualified Stock Options�), stock units, stock awards, stock appreciation rights (�SARs�) and other stock-based
awards. Incentive Stock Options and Nonqualified Stock Options together are referred to herein as �Options.�

Options.

The duration of any Option shall be within the sole discretion of the Compensation Committee; provided, however,
that any Incentive Stock Option granted to a 10% or less stockholder or any Nonqualified Stock Option shall, by its
terms, be exercised within ten years after the date the Option is granted and any Incentive Stock Option granted to a
greater than 10% stockholder shall, by its terms, be exercised within five years after the date the Option is granted.
The price at which each share of common stock subject to an Option shall be determined by the Compensation
Committee; provided, however, that Incentive Stock Options may not be granted to an employee who, at the time of
grant, owns stock possessing more than 10% of the total combined voting power of all classes of stock of the
Company or any parent or subsidiary, as defined in section 424 of the Code, unless the price per share is not less than
110% of the fair market value of the common stock on the date of grant.

Stock Units.

The Compensation Committee may grant stock units to an employee, consultant or non-employee director, upon such
terms and conditions as the Compensation Committee deems appropriate under the Plan. Each stock unit shall
represent the right of the Participant to receive a share of common stock or an amount based on the value of a share of
common stock.

Stock Awards.

The Compensation Committee may issue shares of common stock to an employee, consultant or non-employee
director under a stock award, upon such terms and conditions as the Committee deems appropriate under the Plan.
Shares of common stock issued pursuant to stock awards may be issued for cash consideration or for no cash
consideration, and subject to restrictions or no restrictions, as determined by the Compensation Committee. The
Compensation Committee may establish conditions under which restrictions on stock awards shall lapse over a period
of time or according to such other criteria as the Compensation Committee deems appropriate, including restrictions
based upon the achievement of specific performance goals.

SARs and Other Stock-Based Awards.

SARs may be granted to an employee, non-employee director or consultant separately or in tandem with an Option.
SARs may be granted in tandem either at the time the Option is granted or at any time thereafter while the Option
remains outstanding; provided, however, that, in the case of an Incentive Stock Option, SARs may be granted only at
the date of the grant of the Incentive Stock Option. In the case of tandem SARs, the number of SARs granted to a
Participant that shall be exercisable during a specified period shall not exceed the number of shares of common stock
that the Participant may purchase upon the exercise of the related Option during such period. Upon the exercise of an
Option, the SARs relating to the common stock covered by such Option shall terminate. Upon the exercise of SARs,
the related Option shall terminate to the extent of an equal number of shares of common stock. The stock appreciation
for an SAR is the amount by which the fair market value of the underlying common stock on the date of exercise of
the SAR exceeds the base amount of the SAR. The Compensation Committee shall determine whether the stock
appreciation for an SAR shall be paid in the form of shares of common stock, cash or a combination of the two.

Other awards may be granted that are based on or measured by common stock to employees, consultants and
non-employee directors, on such terms and conditions as the Compensation Committee deems appropriate. Other
stock-based awards may be granted subject to achievement of performance goals or other conditions and may be
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Qualified Performance-Based Compensation.

The Compensation Committee may determine that stock units, stock awards, SARs or other stock-based awards
granted to an employee shall be considered �qualified performance-based compensation� under section 162(m) of the
Code.

Termination of Employment

If the employment or service of a Participant is terminated for cause, the Options of such Participant, both accrued and
future, then held shall terminate immediately. If the employment or service of the Participant is terminated by either
the Participant or the Company for any reason other than for cause, death, or for disability, as defined in
Section 22(e)(3) of the Code, the Options of such Participant then outstanding shall be exercisable by such Participant
at any time prior to the expiration of the Options or within three months after the date of such termination, but only to
the extent of the accrued right to exercise the Options at the date of such termination. In the case of a Participant who
becomes disabled, as defined by Section 22(e)(3) of the Code, or dies, the rights of such Participant under any then
outstanding Options shall be exercisable by such Participant or his/her Representative (defined below) at any time
prior to the expiration of the Options or within one year after the date of termination of employment or service due to
disability or death, but only to the extent of the accrued right to exercise the Options at the date of such termination. In
the event of the death of a Participant, the rights of such Participant under any then outstanding Options shall be
exercisable by the person or persons to whom these rights pass by will or by the laws of descent and distribution (the
�Representative�). Another period of time for the exercise of Options may be specified by the Compensation Committee
for the aforementioned terminations with the exception of termination for cause. The terms and conditions regarding
any other awards under the Plan shall be determined by the Compensation Committee. If a person or estate acquires
the right to exercise an award under the Plan by bequest or inheritance, the Company may require reasonable evidence
as to the ownership of such award, and may require such consents and releases of taxing authorities as the Company
may deem advisable.

Federal Tax Consequences

The federal income tax discussion set forth below is intended for general information only. State and local income tax
consequences are not discussed, and may vary from locality to locality. The federal income tax consequences arising
with respect to awards granted under the Plan will depend on the type of the award. The following provides only a
general description of the application of federal income tax laws to certain awards under the Plan.

Incentive Stock Options.  A Participant is not taxed for regular federal income tax purposes at the time an Incentive
Stock Option is granted, but the excess of the fair market value of the shares received over the option exercise price
will be taken into account for the alternative minimum tax. The tax consequences upon exercise and later disposition
depend upon whether the Participant was an employee of the Company or its subsidiary at all times from the date of
grant until three months preceding exercise (one year in the case of death or disability) and on whether the Participant
holds the shares for more than one year after exercise and two years after the date of grant of the Option. If the
Participant satisfies both the employment rule and the holding rule, for regular tax purposes the Participant will not
realize income upon exercise of the Option and the Company will not be allowed an income tax deduction at any time.
The difference between the Option price and the amount realized upon disposition of the shares by the Participant will
constitute a long-term capital gain or a long-term capital loss, as the case may be. Neither the employment rule nor the
holding rule will apply to the exercise of an Option by the estate of a Participant, provided that the Participant satisfied
the employment rule as of the date of such Participant�s death. If the Participant meets the employment rule but fails to
observe the holding rule (a �Disqualifying Disposition�), the Participant generally recognizes as ordinary income, in the
year of the disqualifying disposition, the excess of the fair market value of the shares at the date of exercise over the
Option price. Any excess of the sales price over the fair market value at the date of exercise will be recognized by the
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was exercised). If, however, the sales price is less than the fair market value at the date of exercise, then the ordinary
income recognized by the Participant is
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generally limited to the excess of the sales price over the Option price. In both situations, the Company�s tax deduction
is limited to the amount of ordinary income recognized by the Participant.

Nonqualified Stock Options.  Under present regulations, a Participant who is granted a Nonqualified Stock Option will
not realize taxable income at the time the Option is granted. In general, a Participant will be subject to tax for the year
of exercise on an amount of ordinary income equal to the excess of the fair market value of the shares on the date of
exercise over the Option price, and the Company will receive a corresponding deduction. Income tax withholding
requirements apply upon exercise. The Participant�s basis in the shares so acquired will be equal to the Option price
plus the amount of ordinary income upon which he is taxed. Upon subsequent disposition of the shares, the Participant
will realize capital gain or loss, long-term or short-term, depending upon the length of time the shares are held after
the Option is exercised.

Different consequences will apply for a Participant subject to the alternative minimum tax.

Withholding.  All Options under the Plan shall be subject to applicable federal, state and local tax withholding
requirements. If the Compensation Committee so permits, a Participant has the right to have shares withheld, at the
time the grant becomes taxable, up to an amount that does not exceed the minimum applicable withholding tax rate for
federal, state and local taxes. The election must be in a form and manner prescribed by the Compensation Committee.

New Plan Benefits

It is not possible to predict the individuals who will receive future awards under the Plan or the number of shares of
Common Stock covered by any future award because such awards are wholly within the discretion of the
Compensation Committee.

Securities authorized for issuance under currently outstanding equity compensation plans

Equity Compensation Plan Information as of December 31, 2009

Number of
Securities

Remaining Available
Number of for Future Issuance

Securities to be Under Equity
Issued Upon Weighted-Average Compensation Plans
Exercise of Exercise Price of (Excluding

Outstanding Outstanding Securities

Options, Warrants
Options,

Warrants Reflected in Column
and Rights and Rights (a))

Plan Category (a) (b) (c)

Equity compensation plans approved by
security holders 1,230,295 $ 3.54 122,992
Equity compensation plans not approved
by security holders � � �
Total 1,230,295 $ 3.54 122,992(1)
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(1) In 2008, our shareholders approved an amendment to our 2006 Plan to include an �evergreen� provision pursuant to
which on January 1st of each year, commencing in 2009, the number of shares authorized for issuance under the
2006 Plan is automatically increased to an amount equal to 20% of the shares of the common stock outstanding
on the last day of the prior fiscal year. On January 1, 2010, the number of shares available for issuance pursuant
to the 2006 Plan increased to 6,011,167 shares due to the foregoing provision.

Amendment or Termination of the Plan

The Board of Directors may at any time terminate the Plan or make such amendments thereto as it shall deem
advisable and in the best interests of the Company, without action on the part of the stockholders of the Company
unless such approval is required pursuant to applicable law; provided, however, that no such
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termination or amendment shall, without the consent of the Participant, materially impair the rights of such individual
under such Option, unless such right has been reserved in the Plan or grant agreement. If Qualified Performance Based
Compensation is made, the Plan must be reapproved by the Company�s shareholders, if so required by law.

The Plan shall terminate on the day immediately preceding the tenth anniversary of its effective date, which will be
the date approved by shareholders, unless the Plan is terminated earlier or is extended by the Board of Directors with
the approval of the shareholders. The termination of the plan shall not impair the power and authority of the
Compensation Committee with respect to an outstanding Option.

The Board recommends that stockholders vote FOR the proposal to approve Converted Organics 2010
Omnibus Stock Compensation Plan.

OTHER MATTERS TO COME BEFORE THE MEETING

If any business not described herein should properly come before the meeting, your proxy will vote the shares
represented in accordance with his or her best judgment. At this time the proxy statement went to press, the company
knew of no other matters which might be presented for shareholder action at the meeting.

* * * * *

SHAREHOLDER PROPOSALS

Should a shareholder desire to include in next year�s proxy statement a proposal other than those made by the Board,
such proposal must be sent to the Corporate Secretary of the Company at 137A Lewis Wharf, Boston, MA 02110.
Shareholder proposals must be received at our principal executive offices no later than 120 days prior to the first
anniversary of the date of this proxy statement. All shareholder proposals received after this date will be considered
untimely and will not be included in the proxy statement for the 2010 annual meeting. The deadline for submission of
shareholder proposals that are not intended to be included in our proxy statement is 45 days prior to the first
anniversary of the date of this proxy statement.

The above Notice and Proxy Statement are sent by order of the Board of Directors.
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Annex A

Certificate of Amendment of the Certificate of Incorporation of
CONVERTED ORGANICS INC.

Under Section 242 of the Delaware General Corporation Law

Converted Organics Inc., a corporation organized and existing under the laws of the State of Delaware (the
�Corporation�) hereby certifies as follows:

1. The Certificate of Incorporation of the Corporation is hereby amended by changing the article there of numbered
fourth so that, as amended, said Article 4 shall be and read as follows:

�The total number of shares of all classes of stock that the Corporation shall have authority to issue is two hundred and
fifty million (250,000,000) shares of common stock, having a par value of $0.0001 per share, and ten million
(10,000,000) shares of preferred stock, having a par value of $0.0001 per share. Authority is hereby expressly granted
to the board of directors to fix by resolution or resolutions any of the designations and the powers, preferences and
rights, and the qualifications, limitations or restrictions that are permitted by the General Corporation Law of
Delaware in respect of any class or classes of preferred stock or any series of any class of preferred stock of the
Corporation.�

2. The foregoing amendment has been duly adopted in accordance with the provisions of Section 242 of the General
Corporation law of the State of Delaware by the vote of a majority of each class of outstanding stock of the
Corporation entitled to vote thereon.

IN WITNESS WHEREOF, I have signed this Certificate this   day of June, 2010.

EDWARD J. GILDEA
President and CEO

A-1
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Annex B

CONVERTED ORGANICS INC.
2010 OMNIBUS STOCK COMPENSATION PLAN
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CONVERTED ORGANICS INC.

2010 OMNIBUS STOCK COMPENSATION PLAN

1.  Purpose and Objectives

The Converted Organics Inc. 2010 Omnibus Stock Compensation Plan (the �Plan�) is designed to align the interests of
(i) designated employees of Converted Organics Inc. (the �Company�) and its subsidiaries, (ii) non-employee members
of the board of directors of the Company, and (iii) consultants and key advisors of the Company and its subsidiaries
with the interests of the Company�s stockholders and to provide incentives for such persons to exert maximum efforts
for the success of the Company. By extending the opportunity to receive grants of stock options, stock units, stock
awards, stock appreciation rights and other stock-based awards, the Company believes that the Plan will encourage the
participants to contribute materially to the growth of the Company, thereby benefiting the Company�s shareholders,
and will align the economic interests of the participants with those of the shareholders. The Plan may furthermore be
expected to benefit the Company and its stockholders by making it possible for the Company to attract and retain the
best available talent. The Plan shall be effective as of DATE, 2010.

2.  Definitions

Whenever used in this Plan, the following terms will have the respective meanings set forth below:

(a) �Board� means the Company�s Board of Directors.

(b) �Cause� means, except to the extent otherwise specified by the Committee, a finding by the Committee of a
Participant�s incompetence in the performance of duties, disloyalty, dishonesty, theft, embezzlement, or unauthorized
disclosure of customer lists, product lines, processes or trade secrets of the Employer, individually or as an employee,
partner, associate, officer or director of any organization.

(c) �Change of Control� shall be deemed to have occurred if:

(i) Any �person� (as such term is used in sections 13(d) and 14(d) of the Exchange Act) becomes a �beneficial owner� (as
defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company representing more
than 50% of the voting power of the then outstanding securities of the Company; provided that a Change of Control
shall not be deemed to occur as a result of a transaction in which the Company becomes a subsidiary of another
corporation and in which the shareholders of the Company, immediately prior to the transaction, will beneficially
own, immediately after the transaction, shares entitling such shareholders to more than 50% of all votes to which all
shareholders of the parent corporation would be entitled in the election of directors;

(ii) The consummation of (i) a merger or consolidation of the Company with another corporation where the
shareholders of the Company, immediately prior to the merger or consolidation, will not beneficially own,
immediately after the merger or consolidation, shares entitling such shareholders to more than 50% of all votes to
which all shareholders of the surviving corporation would be entitled in the election of directors, (ii) a sale or other
disposition of all or substantially all of the assets of the Company, or (iii) a liquidation or dissolution of the
Company; or

(d) �Code� means the Internal Revenue Code of 1986, as amended.

(e) �Committee� means the Compensation Committee of the Board or another committee appointed by the Board to
administer the Plan, or in the absence of such committee, the entire Board. Grants that are intended to be �qualified
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performance-based compensation� under section 162(m) of the Code shall be made by a committee that consists of two
or more persons appointed by the Board, all of whom shall be �outside directors� as defined under section 162(m) of the
Code and related Treasury regulations.

(f) �Company� means Converted Organics Inc. and any successor corporation.

(g) �Company Stock� means the common stock of the Company.

B-3
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(h) �Consultant� means a consultant or advisor who performs services for the Employer and who renders bona fide
services to the Employer, if the services are not in connection with the offer and sale of securities in a capital-raising
transaction and the Consultant does not directly or indirectly promote or maintain a market for the Employer�s
securities.

(i) �Disability� means a Participant�s becoming disabled within the meaning of section 22(e)(3) of the Code, within
the meaning of the Employer�s long-term disability plan applicable to the Participant, or as otherwise determined by
the Committee.

(j) �Effective Date� of the Plan means DATE, 2010.

(k) �Employee� means an employee of the Employer (including an officer or director who is also an employee).

(l) �Employer� means the Company and its subsidiaries.

(m) �Exchange Act� means the Securities Exchange Act of 1934, as amended.

(n) �Exercise Price� means the per share price at which shares of Company Stock may be purchased under an Option,
as designated by the Committee.

(o) �Fair Market Value� of Company Stock means, unless the Committee determines otherwise with respect to a
particular Grant, (i) if the principal trading market for the Company Stock is the NYSE Amex, the NASDAQ Global
Market, the NASDAQ Capital Market or another national securities exchange, the �closing transaction� price at which
shares of Company Stock are traded on such securities exchange on the relevant date or (if there were no trades on
that date) the latest preceding date upon which a sale was reported, (ii) if the Company Stock is not principally traded
on a national securities exchange, but is quoted on the NASD OTC Bulletin Board (�OTCBB�) or the Pink Sheets, the
last reported �closing transaction� price of Company Stock on the relevant date, as reported by the OTCBB or Pink
Sheets, or, if not so reported, as reported in a customary financial reporting service, as the Committee determines, or
(iii) if the Company Stock is not publicly traded or, if publicly traded, is not subject to reported closing transaction
prices as set forth above, the Fair Market Value per share shall be as determined by the Committee. Notwithstanding
the foregoing, for federal, state and local income tax purposes, the Fair Market Value may be determined by the
Committee in accordance with uniform and non-discriminatory standards adopted by it from time to time.

(p) �Grant� means an Option, Stock Unit, Stock Award, SAR or Other Stock-Based Award granted under the Plan.

(q) �Grant Agreement� means the written instrument that sets forth the terms and conditions of a Grant, including all
amendments thereto.

(r) �Incentive Stock Option� means an Option that is intended to meet the requirements of an incentive stock option
under section 422 of the Code.

(s) �Non-Employee Director� means a member of the Board who is not an employee of the Employer.

(t) �Nonqualified Stock Option� means an Option that is not intended to be taxed as an incentive stock option under
section 422 of the Code.

(u) �Option� means an option to purchase shares of Company Stock, as described in Section 7.
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(v) �Other Stock-Based Award� means any Grant based on, measured by or payable in Company Stock (other than a
Grant described in Sections 7, 8 or 9 of the Plan), as described in Section 10.

(w) �Participant� means an Employee, Consultant or Non-Employee Director designated by the Committee to
participate in the Plan.

(x) �Plan� means this Converted Organics Inc. 2010 Omnibus Stock Compensation Plan, as in effect from time to
time.

B-4
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(y) �SAR� means a stock appreciation right as described in Section 10.

(z) �Stock Award� means an award of Company Stock as described in Section 9.

(aa) �Stock Unit� means an award of a phantom unit representing a share of Company Stock, as described in
Section 8.

3.  Administration

(a) Committee.  The Plan shall be administered and interpreted by the Committee. Ministerial functions may be
performed by an administrative committee comprised of Company employees appointed by the Committee.

(b) Committee Authority.  The Committee shall have the sole authority to (i) determine the Participants to whom
Grants shall be made under the Plan, (ii) determine the type, size and terms and conditions of the Grants to be made to
each such Participant, (iii) determine the time when the grants will be made and the duration of any applicable
exercise or restriction period, including the criteria for exercisability and the acceleration of exercisability, (iv) amend
the terms and conditions of any previously issued Grant, subject to the provisions of Section 17 below, and (v) deal
with any other matters arising under the Plan.

(c) Committee Determinations.  The Committee shall have full power and express discretionary authority to
administer and interpret the Plan, to make factual determinations and to adopt or amend such rules, regulations,
agreements and instruments for implementing the Plan and for the conduct of its business as it deems necessary or
advisable, in its sole discretion. The Committee�s interpretations of the Plan and all determinations made by the
Committee pursuant to the powers vested in it hereunder shall be conclusive and binding on all persons having any
interest in the Plan or in any awards granted hereunder. All powers of the Committee shall be executed in its sole
discretion, in the best interest of the Company, not as a fiduciary, and in keeping with the objectives of the Plan and
need not be uniform as to similarly situated Participants.

4.  Grants

(a) Grants under the Plan may consist of Options as described in Section 7, Stock Units as described in Section 8,
Stock Awards as described in Section 9, and SARs or Other Stock-Based Awards as described in Section 10. All
Grants shall be subject to such terms and conditions as the Committee deems appropriate and as are specified in
writing by the Committee to the Participant in the Grant Agreement.

(b) All Grants shall be made conditional upon the Participant�s acknowledgement, in writing or by acceptance of the
Grant, that all decisions and determinations of the Committee shall be final and binding on the Participant, his or her
beneficiaries and any other person having or claiming an interest under such Grant. Grants under a particular Section
of the Plan need not be uniform as among the Participants.

5.  Shares Subject to the Plan

(a) Shares Authorized.  The aggregate number of shares of Company Stock that may be issued under the Plan initially
is 3,458,047 shares, however commencing on January 1, 2011 and on the first day of each year following thereafter,
the number of shares authorized for issuance under the Plan shall be automatically recalculated to an amount equal to
20% of the Company�s common stock outstanding on the last day of the prior fiscal year less any options or securities
issued under the Company�s Amended and Restated 2006 Stock Option Plan and this Plan, and also subject to
adjustment as described in subsection (d) below.
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(b) Source of Shares; Share Counting.  Shares issued under the Plan may be authorized but unissued shares of
Company Stock or reacquired shares of Company Stock, including shares purchased by the Company on the open
market for purposes of the Plan. If and to the extent Options and SARs granted under the Plan terminate, expire, or are
canceled, forfeited, exchanged or surrendered without having been exercised, and if and to the extent that any Stock
Awards, Stock Units or Other Stock-Based Awards are forfeited or terminated, or otherwise are not paid in full, the
shares reserved for such Grants shall again be available for purposes of the Plan.
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(c) Grants.  All Grants under the Plan shall be expressed in shares of Company Stock. All cash payments shall equal
the Fair Market Value of the shares of Company Stock to which the cash payments relate.

(d) Adjustments.  If there is any change in the number or kind of shares of Company Stock outstanding (i) by reason of
a stock dividend, spinoff, recapitalization, stock split, or combination or exchange of shares, (ii) by reason of a
merger, reorganization or consolidation, (iii) by reason of a reclassification or change in par value, or (iv) by reason of
any other extraordinary or unusual event affecting the outstanding Company Stock as a class without the Company�s
receipt of consideration, or if the value of outstanding shares of Company Stock is substantially reduced as a result of
a spinoff or the Company�s payment of an extraordinary dividend or distribution, the maximum number of shares of
Company Stock available for issuance under the Plan, the maximum number of shares of Company Stock for which
any individual may receive Grants in any year, the number of shares covered by outstanding Grants, the kind of shares
issued and to be issued under the Plan, and the price per share or the applicable market value of such Grants may be
appropriately adjusted by the Committee to reflect any increase or decrease in the number of, or change in the kind or
value of, issued shares of Company Stock to preclude, to the extent practicable, the enlargement or dilution of rights
and benefits under such Grants; provided, however, that any fractional shares resulting from such adjustment shall be
eliminated. Any adjustments determined by the Committee shall be final, binding and conclusive. To the extent that
any Grant is subject to section 409A of the Code, or becomes subject to section 409A of the Code as a result of any
adjustment made hereunder, such adjustment shall be made in compliance with section 409A of the Code.

6.  Eligibility for Participation

(a) Eligible Persons.  All Employees, Consultants and Non-Employee Directors shall be eligible to participate in the
Plan.

(b) Selection of Participants.  The Committee shall select the Employees, Consultants and Non-Employee Directors to
receive Grants and shall determine the number of shares of Company Stock subject to each Grant.

7.  Options

(a) General Requirements.  The Committee may grant Options to an Employee, Consultant or Non-Employee Director
upon such terms and conditions as the Committee deems appropriate under this Section 7. The Committee shall
determine the number of shares of Company Stock that will be subject to each Grant of Options to Employees,
Consultants and Non-Employee Directors.

(b) Type of Option, Price and Term

(i) The Committee may grant Incentive Stock Options or Nonqualified Stock Options or any combination of the two,
all in accordance with the terms and conditions set forth herein. Incentive Stock Options may be granted only to
Employees of the Company or its parents or subsidiaries, as defined in section 424 of the Code. Nonqualified Stock
Options may be granted to Employees, Consultants or Non-Employee Directors.

(ii) The Exercise Price of Company Stock subject to an Option shall be determined by the Committee; provided
however, that the Exercise Price for an Incentive Stock Option will be equal to, or greater than, the Fair Market Value
of a share of Company Stock on the date the incentive option is granted and further provided that an Incentive Stock
Option may not be granted to an Employee who, at the time of grant, owns stock possessing more than 10% of the
total combined voting power of all classes of stock of the Company or any parent or subsidiary, as defined in
section 424 of the Code, unless the Exercise Price per share is not less than 110% of the Fair Market Value of the
Company Stock on the date of grant.
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grant, owns stock possessing more than 10% of the total combined voting power of all classes of stock of the
Company or any parent or subsidiary, as defined in section 424 of the Code, may not have a term that exceeds five
years from the date of grant.

(c) Exercisability of Options.

(i) Options shall become exercisable in accordance with such terms and conditions as may be determined by the
Committee and specified in the Grant Agreement. The Committee may accelerate the exercisability of any or all
outstanding Options at any time for any reason.

(ii) The Committee may provide in a Grant Agreement that the Participant may elect to exercise part or all of an
Option before it otherwise has become exercisable. Any shares so purchased shall be restricted shares and shall be
subject to a repurchase right in favor of the Company during a specified restriction period, with the repurchase price
equal to the lesser of (A) the Exercise Price or (B) the Fair Market Value of such shares at the time of repurchase, or
such other restrictions as the Committee deems appropriate. Notwithstanding the foregoing, to the extent that an
Option would otherwise be exempt from section 409A of the Code, the Committee may only include such a provision
in a Grant Agreement for such an Option if the inclusion of such a provision will not cause that Option to become
subject to section 409A of the Code.

(iii) Options granted to persons who are non-exempt employees under the Fair Labor Standards Act of 1938, as
amended, may not be exercisable for at least six months after the date of grant (except that such Options may become
exercisable, as determined by the Committee, upon the Participant�s death, Disability or retirement, or upon a Change
of Control or other circumstances permitted by applicable regulations).

(d) Termination of Employment or Service.  Upon termination of employment or the services of a Participant, an
Option may only be exercised as follows:

(i) In the event that a Participant ceases to be employed by, or provide service to, the Employer for any reason other
than Disability, death, or termination for Cause, any Option which is otherwise exercisable by the Participant shall
terminate unless exercised within three months after the date on which the Participant ceases to be employed by, or
provide service to, the Employer (or within such other period of time as may be specified by the Committee), but in
any event no later than the date of expiration of the Option term. Except as otherwise provided by the Committee, any
of the Participant�s Options that are not otherwise exercisable as of the date on which the Participant ceases to be
employed by, or provide service to, the Employer shall terminate as of such date.

(ii) In the event the Participant ceases to be employed by, or provide service to, the Employer on account of a
termination for Cause by the Employer, any Option held by the Participant shall terminate as of the date the
Participant ceases to be employed by, or provide service to, the Employer. In addition, notwithstanding any other
provisions of this Section 7, if the Committee determines that the Participant has engaged in conduct that constitutes
Cause at any time while the Participant is employed by, or providing service to, the Employer or after the Participant�s
termination of employment or service, any Option held by the Participant shall immediately terminate and the
Participant shall automatically forfeit all shares underlying any exercised portion of an Option for which the Company
has not yet delivered the share certificates, upon refund by the Company of the Exercise Price paid by the Participant
for such shares. Upon any exercise of an Option, the Company may withhold delivery of share certificates pending
resolution of an inquiry that could lead to a finding resulting in a forfeiture.

(iii) In the event the Participant ceases to be employed by, or provide service to, the Employer on account of the
Participant�s Disability, any Option which is otherwise exercisable by the Participant shall terminate unless exercised
within one year after the date on which the Participant ceases to be employed by, or provide service to, the Employer
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provided by the Committee, any of the Participant�s Options which are not otherwise exercisable as of the date on
which the Participant ceases to be employed by, or provide service to, the Employer shall terminate as of such date.

(iv) If the Participant dies while employed by, or providing service to, the Employer or while an Option remains
outstanding under Section 7(d)(i) or 7(d)(iii) above (or within such other period of time as may be specified by the
Committee), any Option that is otherwise exercisable by the Participant shall terminate unless exercised within one
year after the date on which the Participant ceases to be employed by, or provide service to, the Employer (or within
such other period of time as may be specified by the Committee), but in any event no later than the date of expiration
of the Option term. Except as otherwise provided by the Committee, any of the Participant�s Options that are not
otherwise exercisable as of the date on which the Participant ceases to be employed by, or provide service to, the
Employer shall terminate as of such date.

(e) Exercise of Options.  A Participant may exercise an Option that has become exercisable, in whole or in part, by
delivering a notice of exercise to the Company. The Participant shall pay the Exercise Price for the Option (i) in cash,
(ii) if permitted by the Committee, by delivering shares of Company Stock owned by the Participant and having a Fair
Market Value on the date of exercise equal to the Exercise Price or by attestation to ownership of shares of Company
Stock having an aggregate Fair Market Value on the date of exercise equal to the Exercise Price, (iii) by payment
through a broker in accordance with procedures permitted by Regulation T of the Federal Reserve Board, or (iv) by
such other method as the Committee may approve. Shares of Company Stock used to exercise an Option shall have
been held by the Participant for the requisite period of time to avoid adverse accounting consequences to the Company
with respect to the Option. Payment for the shares pursuant to the Option, and any required withholding taxes, must be
received by the time specified by the Committee depending on the type of payment being made, but in all cases prior
to the issuance of the Company Stock.

(f) Limits on Incentive Stock Options.  Each Incentive Stock Option shall provide that, if the aggregate Fair Market
Value of the stock on the date of the grant with respect to which Incentive Stock Options are exercisable for the first
time by a Participant during any calendar year, under the Plan or any other stock option plan of the Company or a
parent or subsidiary, as defined in section 424 of the Code, exceeds $100,000, then the Option, as to the excess, shall
be treated as a Nonqualified Stock Option. An Incentive Stock Option shall not be granted to any person who is not an
Employee of the Company or a parent or subsidiary, as defined in section 424 of the Code.

8.  Stock Units

(a) General Requirements.  The Committee may grant Stock Units to an Employee, Consultant or Non-Employee
Director, upon such terms and conditions as the Committee deems appropriate under this Section 8. Each Stock Unit
shall represent the right of the Participant to receive a share of Company Stock or an amount based on the value of a
share of Company Stock. All Stock Units shall be credited to bookkeeping accounts on the Company�s records for
purposes of the Plan.

(b) Terms of Stock Units.  The Committee may grant Stock Units that are payable on terms and conditions determined
by the Committee, which may include payment based on achievement of performance goals. Stock Units may be paid
at the end of a specified vesting or performance period, or payment may be deferred to a date authorized by the
Committee. The Committee shall determine the number of Stock Units to be granted and the requirements applicable
to such Stock Units.

(c) Payment With Respect to Stock Units.  Payment with respect to Stock Units shall be made in cash, in Company
Stock, or in a combination of the two, as determined by the Committee. The Grant Agreement shall specify the
maximum number of shares that can be issued under the Stock Units.
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9.  Stock Awards

(a) General Requirements.  The Committee may issue shares of Company Stock to an Employee, Consultant or
Non-Employee Director under a Stock Award, upon such terms and conditions as the Committee deems appropriate
under this Section 9. Shares of Company Stock issued pursuant to Stock Awards may be issued for cash consideration
or for no cash consideration, and subject to restrictions or no restrictions, as determined by the Committee. The
Committee may establish conditions under which restrictions on Stock Awards shall lapse over a period of time or
according to such other criteria as the Committee deems appropriate, including restrictions based upon the
achievement of specific performance goals. The Committee shall determine the number of shares of Company Stock
to be issued pursuant to a Stock Award.

(b) Requirement of Employment or Service.  The Committee shall determine in the Grant Agreement under what
circumstances a Participant may retain Stock Awards after termination of the Participant�s employment or service, and
the circumstances under which Stock Awards may be forfeited.

(c) Restrictions on Transfer.  While Stock Awards are subject to restrictions, a Participant may not sell, assign,
transfer, pledge or otherwise dispose of the shares of a Stock Award except upon death as described in Section 14(a).
Each certificate for a share of a Stock Award shall contain a legend giving appropriate notice of the restrictions in the
Grant. The Participant shall be entitled to have the legend removed when all restrictions on such shares have lapsed.
The Company may retain possession of any certificates for Stock Awards until all restrictions on such shares have
lapsed.

(d) Right to Vote and to Receive Dividends.  The Committee shall determine to what extent, and under what
conditions, the Participant shall have the right to vote shares of Stock Awards and to receive any dividends or other
distributions paid on such shares during the restriction period.

10.  Stock Appreciation Rights and Other Stock-Based Awards

(a) The Committee may grant SARs to an Employee, Non-Employee Director or Consultant separately or in tandem
with an Option. The following provisions are applicable to SARs:

(i) Base Amount.  The Committee shall establish the base amount of the SAR at the time the SAR is granted. The base
amount of each SAR shall be equal to the per share Exercise Price of the related Option or, if there is no related
Option, an amount that is at least equal to the Fair Market Value of a share of Company Stock as of the date of Grant
of the SAR.

(ii) Tandem SARs.  The Committee may grant tandem SARs either at the time the Option is granted or at any time
thereafter while the Option remains outstanding; provided, however, that, in the case of an Incentive Stock Option,
SARs may be granted only at the date of the grant of the Incentive Stock Option. In the case of tandem SARs, the
number of SARs granted to a Participant that shall be exercisable during a specified period shall not exceed the
number of shares of Company Stock that the Participant may purchase upon the exercise of the related Option during
such period. Upon the exercise of an Option, the SARs relating to the Company Stock covered by such Option shall
terminate. Upon the exercise of SARs, the related Option shall terminate to the extent of an equal number of shares of
Company Stock.

(iii) Exercisability.  An SAR shall be exercisable during the period specified by the Committee in the Grant
Agreement and shall be subject to such vesting and other restrictions as may be specified in the Grant Agreement. The
Committee may grant SARs that are subject to achievement of performance goals or other conditions. The Committee
may accelerate the exercisability of any or all outstanding SARs at any time for any reason. SARs may only be
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exercised while the Participant is employed by, or providing service to, the Employer or during the applicable period
after termination of employment or service as described in Section 7(d). A tandem SAR shall be exercisable only
during the period when the Option to which it is related is also exercisable.

(iv) Grants to Non-Exempt Employees.  SARs granted to persons who are non-exempt employees under the Fair Labor
Standards Act of 1938, as amended, may not be exercisable for at least six months after the date of grant (except that
such SARs may become exercisable, as determined by the Committee,
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upon the Participant�s death, Disability or retirement, or upon a Change of Control or other circumstances permitted by
applicable regulations).

(v) Value of SARs.  When a Participant exercises SARs, the Participant shall receive in settlement of such SARs an
amount equal to the value of the stock appreciation for the number of SARs exercised. The stock appreciation for an
SAR is the amount by which the Fair Market Value of the underlying Company Stock on the date of exercise of the
SAR exceeds the base amount of the SAR as described in subsection (i).

(vi) Form of Payment.  The Committee shall determine whether the stock appreciation for an SAR shall be paid in the
form of shares of Company Stock, cash or a combination of the two. For purposes of calculating the number of shares
of Company Stock to be received, shares of Company Stock shall be valued at their Fair Market Value on the date of
exercise of the SAR. If shares of Company Stock are to be received upon exercise of an SAR, cash shall be delivered
in lieu of any fractional share.

(b) Other Stock-Based Awards.  The Committee may grant other awards not specified in Sections 7, 8 or 9 above that
are based on or measured by Company Stock to Employees, Consultants and Non-Employee Directors, on such terms
and conditions as the Committee deems appropriate. Other Stock-Based Awards may be granted subject to
achievement of performance goals or other conditions and may be payable in Company Stock or cash, or in a
combination of the two, as determined by the Committee in the Grant Agreement.

11. Qualified Performance-Based Compensation

(a) Designation as Qualified Performance-Based Compensation.  The Committee may determine that Stock Units,
Stock Awards, SARs or Other Stock-Based Awards granted to an Employee shall be considered �qualified
performance-based compensation� under section 162(m) of the Code, in which case the provisions of this Section 11
shall apply to such Grants. The Committee may also grant Options under which the exercisability of the Options is
subject to achievement of performance goals as described in this Section 11 or otherwise.

(b) Performance Goals.  When Grants are made under this Section 11, the Committee shall establish in writing (i) the
objective performance goals that must be met, (ii) the period during which performance will be measured, (iii) the
maximum amounts that may be paid if the performance goals are met, and (iv) any other conditions that the
Committee deems appropriate and consistent with the requirements of section 162(m) of the Code for �qualified
performance-based compensation.� The performance goals shall satisfy the requirements for �qualified
performance-based compensation,� including the requirement that the achievement of the goals be substantially
uncertain at the time they are established and that the performance goals be established in such a way that a third party
with knowledge of the relevant facts could determine whether and to what extent the performance goals have been
met. The Committee shall not have discretion to increase the amount of compensation that is payable, but may reduce
the amount of compensation that is payable, pursuant to Grants identified by the Committee as �qualified
performance-based compensation.�

(c) Criteria Used for Objective Performance Goals.  The Committee shall use objectively determinable performance
goals based on one or more of the following criteria: stock price, earnings per share, price-earnings multiples, gross
profit, net earnings, operating earnings, revenue, revenue growth, number of days sales outstanding in accounts
receivable, number of days of cost of sales in inventory, productivity, margin, EBITDA (earnings before interest,
taxes, depreciation and amortization), net capital employed, return on assets, shareholder return, return on equity,
return on capital employed, growth in assets, unit volume, sales, cash flow, market share, relative performance to a
comparison group designated by the Committee, debt reduction, market capitalization or strategic business criteria
consisting of one or more objectives based on meeting specified R&D programs, new product releases, revenue goals,
market penetration goals, customer growth, geographic business expansion goals, cost targets, quality improvements,
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combination of the foregoing. Performance goals need not be uniform as among Participants. Performance goals may
be set
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on a pre tax or after tax basis, may be defined by absolute or relative measures, and may be valued on a growth or
fixed basis.

(d) Timing of Establishment of Goals.  The Committee shall establish the performance goals in writing either before
the beginning of the performance period or during a period ending no later than the earlier of (i) 90 days after the
beginning of the performance period or (ii) the date on which 25% of the performance period has been completed, or
such other date as may be required or permitted under applicable regulations under section 162(m) of the Code.

(e) Certification of Results.  The Committee shall certify the performance results for the performance period specified
in the Grant Agreement after the performance period ends. The Committee shall determine the amount, if any, to be
paid pursuant to each Grant based on the achievement of the performance goals and the satisfaction of all other terms
of the Grant Agreement.

(f) Death, Disability or Other Circumstances.  The Committee may provide in the Grant Agreement that Grants under
this Section 11 shall be payable, in whole or in part, in the event of the Participant�s death or Disability, a Change of
Control or under other circumstances consistent with the Treasury regulations and rulings under section 162(m) of the
Code.

12.  Deferrals

The Committee may permit or require a Participant to defer receipt of the payment of cash or the delivery of shares
that would otherwise be due to the Participant in connection with any Grant. The Committee shall establish rules and
procedures for any such deferrals, consistent with applicable requirements of section 409A of the Code.

13.  Withholding of Taxes

(a) Required Withholding.  All Grants under the Plan shall be subject to applicable federal (including FICA), state and
local tax withholding requirements. The Company may require that the Participant or other person receiving or
exercising Grants pay to the Company the amount of any federal, state or local taxes that the Company is required to
withhold with respect to such Grants, or the Company may deduct from other wages paid by the Company the amount
of any withholding taxes due with respect to such Grants.

(b) Election to Withhold Shares.  If the Committee so permits, a Participant may elect to satisfy the Company�s tax
withholding obligation with respect to Grants paid in Company Stock by having shares withheld, at the time such
Grants become taxable, up to an amount that does not exceed the minimum applicable withholding tax rate for federal
(including FICA), state and local tax liabilities. The election must be in a form and manner prescribed by the
Committee.

14.  Transferability of Grants

(a) Restrictions on Transfer.  Except as described in subsection (b) below, only the Participant may exercise rights
under a Grant during the Participant�s lifetime, and a Participant may not transfer those rights except by will or by the
laws of descent and distribution. When a Participant dies, the personal representative or other person entitled to
succeed to the rights of the Participant may exercise such rights. Any such successor must furnish proof satisfactory to
the Company of his or her right to receive the Grant under the Participant�s will or under the applicable laws of descent
and distribution.

(b) Transfer of Nonqualified Stock Options to or for Family Members.  Notwithstanding the foregoing, the Committee
may provide, in a Grant Agreement, that a Participant may transfer Nonqualified Stock Options to family members, or
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and conditions as were applicable to the Option immediately before the transfer.
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15.  Consequences of a Change of Control

In the event of a Change of Control, the Committee may take any one or more of the following actions with respect to
any or all outstanding Grants, without the consent of any Participant: (i) the Committee may determine that
outstanding Options and SARs shall be fully exercisable, and restrictions on outstanding Stock Awards and Stock
Units shall lapse, as of the date of the Change of Control or at such other time or subject to specific conditions as the
Committee determines, (ii) the Committee may require that Participants surrender their outstanding Options and SARs
in exchange for one or more payments by the Company, in cash or Company Stock as determined by the Committee,
in an amount equal to the amount by which the then Fair Market Value of the shares of Company Stock subject to the
Participant�s unexercised Options and SARs exceeds the Exercise Price, if any, and on such terms as the Committee
determines, (iii) after giving Participants an opportunity to exercise their outstanding Options and SARs, the
Committee may terminate any or all unexercised Options and SARs at such time as the Committee deems appropriate,
(iv) with respect to Participants holding Stock Units or Other Stock-Based Awards, the Committee may determine that
such Participants shall receive one or more payments in settlement of such Stock Units or Other Stock-Based Awards,
in such amount and form and on such terms as may be determined by the Committee, or (v) the Committee may
determine that Grants that remain outstanding after the Change of Control shall be converted to similar grants of the
surviving corporation (or a parent or subsidiary of the surviving corporation). Such acceleration, surrender,
termination, settlement or assumption shall take place as of the date of the Change of Control or such other date as the
Committee may specify. Notwithstanding the foregoing, to the extent required to comply with section 409A of the
Code, a Grant Agreement will include a definition of �Change of Control� that complies with and falls within the
definition of �change in control event� set forth in section 409A of the Code and any Internal Revenue Service
regulations or other guidance issued thereunder.

16.  Requirements for Issuance of Shares

No Company Stock shall be issued in connection with any Grant hereunder unless and until all legal requirements
applicable to the issuance of such Company Stock have been complied with to the satisfaction of the Committee. The
Committee shall have the right to condition any Grant made to any Participant hereunder on such Participant�s
undertaking in writing to comply with such restrictions on his or her subsequent disposition of such shares of
Company Stock as the Committee shall deem necessary or advisable, and certificates representing such shares may be
legended to reflect any such restrictions. Certificates representing shares of Company Stock issued under the Plan will
be subject to such stop-transfer orders and other restrictions as may be required by applicable laws, regulations and
interpretations, including any requirement that a legend be placed thereon. No Participant shall have any right as a
shareholder with respect to Company Stock covered by a Grant until shares have been issued to the Participant.

17.  Amendment and Termination of the Plan

(a) Amendment.  The Board may amend or terminate the Plan at any time; provided, however, that the Board shall not
amend the Plan without approval of the shareholders of the Company if such approval is required in order to comply
with the Code or applicable laws, or to comply with applicable stock exchange requirements. No amendment or
termination of this Plan shall, without the consent of the Participant, materially impair any rights or obligations under
any Grant previously made to the Participant under the Plan, unless such right has been reserved in the Plan or the
Grant Agreement, or except as provided in Section 18(b) below. Notwithstanding anything in the Plan to the contrary,
the Board may amend the Plan in such manner as it deems appropriate in the event of a change in applicable law or
regulations.

(b) Shareholder Approval for �Qualified Performance-Based Compensation.�  If Grants are made under Section 11
above, the Plan must be reapproved by the Company�s shareholders no later than the first shareholders meeting that
occurs in the fifth year following the year in which the shareholders previously approved the provisions of Section 11,
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(c) Termination of Plan.  The Plan shall terminate on the day immediately preceding the tenth anniversary of its
Effective Date, unless the Plan is terminated earlier by the Board or is extended by the Board with the approval of the
shareholders. The termination of the Plan shall not impair the power and authority of the Committee with respect to an
outstanding Grant.

18.  Miscellaneous

(a) Grants in Connection with Corporate Transactions and Otherwise.  Nothing contained in this Plan shall be
construed to (i) limit the right of the Committee to make Grants under this Plan in connection with the acquisition, by
purchase, lease, merger, consolidation or otherwise, of the business or assets of any corporation, firm or association,
including Grants to employees thereof who become Employees, or for other proper corporate purposes, or (ii) limit the
right of the Company to grant stock options or make other stock-based awards outside of this Plan. Without limiting
the foregoing, the Committee may make a Grant to an employee of another corporation who becomes an Employee by
reason of a corporate merger, consolidation, acquisition of stock or property, reorganization or liquidation involving
the Company in substitution for a grant made by such corporation. The terms and conditions of the Grants may vary
from the terms and conditions required by the Plan and from those of the substituted stock incentives, as determined
by the Committee

(b) Compliance with Law.  The Plan, the exercise of Options and the obligations of the Company to issue or transfer
shares of Company Stock under Grants shall be subject to all applicable laws and to approvals by any governmental or
regulatory agency as may be required. With respect to persons subject to section 16 of the Exchange Act, it is the
intent of the Company that the Plan and all transactions under the Plan comply with all applicable provisions of
Rule 16b-3 or its successors under the Exchange Act. In addition, it is the intent of the Company that Incentive Stock
Options comply with the applicable provisions of section 422 of the Code, that Grants of �qualified performance-based
compensation� comply with the applicable provisions of section 162(m) of the Code and that, to the extent applicable,
Grants comply with the requirements of section 409A of the Code. To the extent that any legal requirement of
section 16 of the Exchange Act or section 422, 162(m) or 409A of the Code as set forth in the Plan ceases to be
required under section 16 of the Exchange Act or section 422, 162(m) or 409A of the Code, that Plan provision shall
cease to apply. The Committee may revoke any Grant if it is contrary to law or modify a Grant to bring it into
compliance with any valid and mandatory government regulation. The Committee may also adopt rules regarding the
withholding of taxes on payments to Participants. The Committee may, in its sole discretion, agree to limit its
authority under this Section.

(c) Enforceability.  The Plan shall be binding upon and enforceable against the Company and its successors and
assigns.

(d) Funding of the Plan; Limitation on Rights.  This Plan shall be unfunded. The Company shall not be required to
establish any special or separate fund or to make any other segregation of assets to assure the payment of any Grants
under this Plan. Nothing contained in the Plan and no action taken pursuant hereto shall create or be construed to
create a fiduciary relationship between the Company and any Participant or any other person. No Participant or any
other person shall under any circumstances acquire any property interest in any specific assets of the Company. To the
extent that any person acquires a right to receive payment from the Company hereunder, such right shall be no greater
than the right of any unsecured general creditor of the Company.

(e) Rights of Participants.  Nothing in this Plan shall entitle any Employee, Non-Employee Director or other person to
any claim or right to receive a Grant under this Plan. Neither this Plan nor any action taken hereunder shall be
construed as giving any individual any rights to be retained by or in the employment or service of the Employer.
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(f) No Fractional Shares.  No fractional shares of Company Stock shall be issued or delivered pursuant to the Plan or
any Grant. The Committee shall determine whether cash, other awards or other property shall be issued or paid in lieu
of such fractional shares or whether such fractional shares or any rights thereto shall be forfeited or otherwise
eliminated.

(g) Employees Subject to Taxation Outside the United States.  With respect to Participants who are subject to taxation
in countries other than the United States, the Committee may make Grants on such terms and conditions as the
Committee deems appropriate to comply with the laws of the applicable countries, and the Committee may create
such procedures, addenda and subplans and make such modifications as may be necessary or advisable to comply with
such laws.

(h) Governing Law.  The validity, construction, interpretation and effect of the Plan and Grant Agreements issued
under the Plan shall be governed and construed by and determined in accordance with the laws of the State of
Delaware, without giving effect to the conflict of laws provisions thereof.
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FORM OF INCENTIVE OPTION GRANTS

CONVERTED ORGANICS INC.
2010 OMNIBUS STOCK COMPENSATION PLAN

INCENTIVE STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of          , (the �Date of Grant�), is delivered by Converted Organics Inc. (the
�Company�) to           (the �Grantee�).

RECITALS

The Converted Organics Inc. 2010 Omnibus Stock Compensation Plan (the �Plan�) provides for the grant of options to
purchase shares of common stock of the Company. The Compensation Committee of the Committee of Directors of
the Company, or if no such entity exists, the entire Board of Directors (the �Committee�) has decided to make a stock
option grant as an inducement for the Grantee to promote the best interests of the Company and its shareholders.

NOW, THEREFORE, the parties to this Agreement, intending to be legally bound hereby, agree as follows:

1.  Grant of Option.

(a) Subject to the terms and conditions set forth in this Agreement and in the Plan, the Company hereby grants to the
Grantee an incentive stock option (the �Option�) to purchase           shares of common stock of the Company (�Shares�) at
an exercise price of $      per Share. The Option shall become exercisable according to Paragraph 2 below.

(b) The Option is designated as an incentive stock option, as described in Paragraph 5 below. However, if and to the
extent the Option exceeds the limits for an incentive stock option, as described in Paragraph 5, the Option shall be a
nonqualified stock option.

2.  Exercisability of Option.  The Option shall become exercisable on the following dates, if the Grantee is employed
by, or providing service to, the Employer (as defined in the Plan) on the applicable date:

Date Shares for Which the Option is Exercisable

The exercisability of the Option is cumulative, but shall not exceed 100% of the Shares subject to the Option. If the
foregoing schedule would produce fractional Shares, the number of Shares for which the Option becomes exercisable
shall be rounded down to the nearest whole Share.

3.  Term of Option.

(a) The Option shall have a term of           years from the Date of Grant and shall terminate at the expiration of that
period, unless it is terminated at an earlier date pursuant to the provisions of this Agreement or the Plan.
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(b) The Option shall automatically terminate upon the happening of the first of the following events:

(i) The expiration of the three-month period after the Grantee ceases to be employed by, or provide service to, the
Employer, if the termination is for any reason other than Disability (as defined in the Plan), death or Cause (as defined
in the Plan).

(ii) The expiration of the one-year period after the Grantee ceases to be employed by, or provide service to, the
Employer on account of the Grantee�s Disability.

(iii) The expiration of the one-year period after the Grantee ceases to be employed by, or provide service to, the
Employer, if the Grantee dies while employed by, or providing service to, the Employer or while the Option remains
outstanding as described in subparagraph (i) or (ii) above.

(iv) The date on which the Grantee ceases to be employed by, or provide service to, the Employer for Cause. In
addition, notwithstanding the prior provisions of this Paragraph 3, if the Grantee engages in conduct that constitutes
Cause after the Grantee�s employment or service terminates, the Option shall immediately terminate.

Notwithstanding the foregoing, in no event may the Option be exercised after the date that is immediately before
the           anniversary of the Date of Grant. Any portion of the Option that is not exercisable at the time the Grantee
ceases to be employed by, or provide service to, the Employer shall immediately terminate.

4.  Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Grantee may exercise part or all of the exercisable
Option by giving the Company written notice of intent to exercise in the manner provided in this Agreement,
specifying the number of Shares as to which the Option is to be exercised and the method of payment. Payment of the
exercise price shall be made in accordance with procedures established by the Committee from time to time based on
type of payment being made but, in any event, prior to issuance of the Shares. The Grantee shall pay the exercise price
(i) in cash, (ii) with the approval of the Committee, by delivering Shares of the Company, which shall be valued at
their fair market value on the date of delivery, or by attestation (on a form prescribed by the Committee) to ownership
of Shares having a fair market value on the date of exercise equal to the exercise price, (iii) by payment through a
broker in accordance with procedures permitted by Regulation T of the Federal Reserve Board or (iv) by such other
method as the Committee may approve. The Committee may impose from time to time such limitations as it deems
appropriate on the use of Shares of the Company to exercise the Option.

(b) The obligation of the Company to deliver Shares upon exercise of the Option shall be subject to all applicable
laws, rules, and regulations and such approvals by governmental agencies as may be deemed appropriate by the
Committee, including such actions as Company counsel shall deem necessary or appropriate to comply with relevant
securities laws and regulations. The Company may require that the Grantee (or other person exercising the Option
after the Grantee�s death) represent that the Grantee is purchasing Shares for the Grantee�s own account and not with a
view to or for sale in connection with any distribution of the Shares, or such other representation as the Committee
deems appropriate.

(c) All obligations of the Company under this Agreement shall be subject to the rights of the Company as set forth in
the Plan to withhold amounts required to be withheld for any taxes, if applicable. Subject to Committee approval, the
Grantee may elect to satisfy any tax withholding obligation of the Employer with respect to the Option by having
Shares withheld up to an amount that does not exceed the minimum applicable withholding tax rate for federal
(including FICA), state and local tax liabilities.
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5.  Designation as Incentive Stock Option.

(a) This Option is designated an incentive stock option under Section 422 of the Internal Revenue Code of 1986, as
amended (the �Code�). If the aggregate fair market value of the stock on the date of the grant with respect to which
incentive stock options are exercisable for the first time by the Grantee during any calendar year, under the Plan or
any other stock option plan of the Company or a parent or subsidiary, exceeds $100,000, then the Option, as to the
excess, shall be treated as a nonqualified stock option that does not meet
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the requirements of Section 422. If and to the extent that the Option fails to qualify as an incentive stock option under
the Code, the Option shall remain outstanding according to its terms as a nonqualified stock option.

(b) The Grantee understands that favorable incentive stock option tax treatment is available only if the Option is
exercised while the Grantee is an employee of the Company or a parent or subsidiary of the Company or within a
period of time specified in the Code after the Grantee ceases to be an employee. The Grantee understands that the
Grantee is responsible for the income tax consequences of the Option, and, among other tax consequences, the
Grantee understands that he or she may be subject to the alternative minimum tax under the Code in the year in which
the Option is exercised. The Grantee will consult with his or her tax adviser regarding the tax consequences of the
Option.

(c) The Grantee agrees that the Grantee shall immediately notify the Company in writing if the Grantee sells or
otherwise disposes of any Shares acquired upon the exercise of the Option and such sale or other disposition occurs on
or before the later of (i) two years after the Date of Grant or (ii) one year after the exercise of the Option. The Grantee
also agrees to provide the Company with any information requested by the Company with respect to such sale or other
disposition.

6.  Change of Control.  The provisions of the Plan applicable to a Change of Control shall apply to the Option, and, in
the event of a Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan.

7.  Restrictions on Exercise.  Only the Grantee may exercise the Option during the Grantee�s lifetime. After the
Grantee�s death, the Option shall be exercisable (subject to the limitations specified in the Plan) solely by the legal
representatives of the Grantee, or by the person who acquires the right to exercise the Option by will or by the laws of
descent and distribution, to the extent that the Option is exercisable pursuant to this Agreement.

8.  Grant Subject to Plan Provisions.  This grant is made pursuant to the Plan, the terms of which are incorporated
herein by reference, and in all respects shall be interpreted in accordance with the Plan. The grant and exercise of the
Option are subject to interpretations, regulations and determinations concerning the Plan established from time to time
by the Committee in accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or listing of the Shares,
(iii) changes in capitalization of the Company and (iv) other requirements of applicable law. The Committee shall
have the authority to interpret and construe the Option pursuant to the terms of the Plan, and its decisions shall be
conclusive as to any questions arising hereunder.

9.  No Employment or Other Rights.  The grant of the Option shall not confer upon the Grantee any right to be retained
by or in the employ or service of the Employer and shall not interfere in any way with the right of the Employer to
terminate the Grantee�s employment or service at any time. The right of the Employer to terminate at will the Grantee�s
employment or service at any time for any reason is specifically reserved.

10.  No Shareholder Rights.  Neither the Grantee, nor any person entitled to exercise the Grantee�s rights in the event
of the Grantee�s death, shall have any of the rights and privileges of a shareholder with respect to the Shares subject to
the Option, until certificates for Shares have been issued upon the exercise of the Option.

11.  Assignment and Transfers.  The rights and interests of the Grantee under this Agreement may not be sold,
assigned, encumbered or otherwise transferred except, in the event of the death of the Grantee, by will or by the laws
of descent and distribution. In the event of any attempt by the Grantee to alienate, assign, pledge, hypothecate, or
otherwise dispose of the Option or any right hereunder, except as provided for in this Agreement, or in the event of the
levy or any attachment, execution or similar process upon the rights or interests hereby conferred, the Company may
terminate the Option by notice to the Grantee, and the Option and all rights hereunder shall thereupon become null
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hereunder shall extend to any successors or assigns of the Company and to the Company�s parents, subsidiaries, and
affiliates. This Agreement may be assigned by the Company without the Grantee�s consent.

12.  Applicable Law.  The validity, construction, interpretation and effect of this instrument shall be governed by and
construed in accordance with the laws of the State of Delaware, without giving effect to the conflicts of laws
provisions thereof.

13.  Notice.  Any notice to the Company provided for in this instrument shall be addressed to the Company at 137A
Lewis Wharf, Boston, MA 02110 and any notice to the Grantee shall be addressed to such Grantee at the current
address shown on the payroll of the Employer, or to such other address as the Grantee may designate to the Employer
in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope
addressed as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officers to execute and attest this Agreement,
and the Grantee has executed this Agreement, effective as of the Date of Grant.

CONVERTED ORGANICS INC.

By: 

I hereby accept the Option described in this Agreement, and I agree to be bound by the terms of the Plan and this
Agreement. I hereby further agree that all the decisions and determinations of the Committee shall be final and
binding.

Grantee: − −

Date: − −
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FORM OF NONQUALIFIED OPTION GRANTS

CONVERTED ORGANICS INC.
2010 OMNIBUS STOCK COMPENSATION PLAN

NONQUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of           (the �Date of Grant�), is delivered by Converted Organics Inc. (the
�Company�) to           (the �Grantee�).

RECITALS

The Converted Organics Inc. 2010 Omnibus Stock Compensation Plan (the �Plan�) provides for the grant of options to
purchase shares of common stock of the Company. The Compensation Committee of the Committee of Directors of
the Company, or if no such entity exists, the entire Board of Directors (the �Committee�) has decided to make a stock
option grant as an inducement for the Grantee to promote the best interests of the Company and its shareholders.

NOW, THEREFORE, the parties to this Agreement, intending to be legally bound hereby, agree as follows:

1.  Grant of Option.  Subject to the terms and conditions set forth in this Agreement and in the Plan, the Company
hereby grants to the Grantee a nonqualified stock option (the �Option�) to purchase           shares of common stock of the
Company (�Shares�) at an exercise price of $      per Share. The Option shall become exercisable according to
Paragraph 2 below.

2.  Exercisability of Option.  The Option shall become exercisable on the following dates, if the Grantee is employed
by, or providing service to, the Employer (as defined in the Plan) on the applicable date:

Date Shares for Which the Option is Exercisable

The exercisability of the Option is cumulative, but shall not exceed 100% of the Shares subject to the Option. If the
foregoing schedule would produce fractional Shares, the number of Shares for which the Option becomes exercisable
shall be rounded down to the nearest whole Share.

3.  Term of Option.

(a) The Option shall have a term of           years from the Date of Grant and shall terminate at the expiration of that
period, unless it is terminated at an earlier date pursuant to the provisions of this Agreement or the Plan.

(b) The Option shall automatically terminate upon the happening of the first of the following events:

(i) The expiration of the three-month period after the Grantee ceases to be employed by, or provide service to, the
Employer, if the termination is for any reason other than Disability (as defined in the Plan), death or Cause (as defined
in the Plan).
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(ii) The expiration of the one-year period after the Grantee ceases to be employed by, or provide service to, the
Employer on account of the Grantee�s Disability.

(iii) The expiration of the one-year period after the Grantee ceases to be employed by, or provide service to, the
Employer, if the Grantee dies while employed by, or providing service to, the Employer or while the Option remains
outstanding as described in subparagraph (i) or (ii) above.
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(iv) The date on which the Grantee ceases to be employed by, or provide service to, the Employer for Cause. In
addition, notwithstanding the prior provisions of this Paragraph 3, if the Grantee engages in conduct that constitutes
Cause after the Grantee�s employment or service terminates, the Option shall immediately terminate.

Notwithstanding the foregoing, in no event may the Option be exercised after the date that is immediately before
the           anniversary of the Date of Grant. Any portion of the Option that is not exercisable at the time the Grantee
ceases to be employed by, or provide service to, the Employer shall immediately terminate.

4.  Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Grantee may exercise part or all of the exercisable
Option by giving the Company written notice of intent to exercise in the manner provided in this Agreement,
specifying the number of Shares as to which the Option is to be exercised and the method of payment. Payment of the
exercise price shall be made in accordance with procedures established by the Committee from time to time based on
type of payment being made but, in any event, prior to issuance of the Shares. The Grantee shall pay the exercise price
(i) in cash, (ii) with the approval of the Committee, by delivering Shares of the Company, which shall be valued at
their fair market value on the date of delivery, or by attestation (on a form prescribed by the Committee) to ownership
of Shares having a fair market value on the date of exercise equal to the exercise price, (iii) by payment through a
broker in accordance with procedures permitted by Regulation T of the Federal Reserve Board or (iv) by such other
method as the Committee may approve. The Committee may impose from time to time such limitations as it deems
appropriate on the use of Shares of the Company to exercise the Option.

(b) The obligation of the Company to deliver Shares upon exercise of the Option shall be subject to all applicable
laws, rules, and regulations and such approvals by governmental agencies as may be deemed appropriate by the
Committee, including such actions as Company counsel shall deem necessary or appropriate to comply with relevant
securities laws and regulations. The Company may require that the Grantee (or other person exercising the Option
after the Grantee�s death) represent that the Grantee is purchasing Shares for the Grantee�s own account and not with a
view to or for sale in connection with any distribution of the Shares, or such other representation as the Committee
deems appropriate.

(c) All obligations of the Company under this Agreement shall be subject to the rights of the Company as set forth in
the Plan to withhold amounts required to be withheld for any taxes, if applicable. Subject to Committee approval, the
Grantee may elect to satisfy any tax withholding obligation of the Employer with respect to the Option by having
Shares withheld up to an amount that does not exceed the minimum applicable withholding tax rate for federal
(including FICA), state and local tax liabilities.

5.  Change of Control.  The provisions of the Plan applicable to a Change of Control shall apply to the Option, and, in
the event of a Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan.

6.  Restrictions on Exercise.  Except as the Committee may otherwise permit pursuant to the Plan, only the Grantee
may exercise the Option during the Grantee�s lifetime and, after the Grantee�s death, the Option shall be exercisable
(subject to the limitations specified in the Plan) solely by the legal representatives of the Grantee, or by the person
who acquires the right to exercise the Option by will or by the laws of descent and distribution, to the extent that the
Option is exercisable pursuant to this Agreement.

7.  Grant Subject to Plan Provisions.  This grant is made pursuant to the Plan, the terms of which are incorporated
herein by reference, and in all respects shall be interpreted in accordance with the Plan. The grant and exercise of the
Option are subject to interpretations, regulations and determinations concerning the Plan established from time to time
by the Committee in accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
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(iii) changes in capitalization of the Company and (iv) other requirements of applicable law. The Committee shall
have the authority to interpret and construe the Option pursuant to the terms of the Plan, and its decisions shall be
conclusive as to any questions arising hereunder.
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8.  No Employment or Other Rights.  The grant of the Option shall not confer upon the Grantee any right to be retained
by or in the employ or service of the Employer and shall not interfere in any way with the right of the Employer to
terminate the Grantee�s employment or service at any time. The right of the Employer to terminate at will the Grantee�s
employment or service at any time for any reason is specifically reserved.

9.  No Shareholder Rights.  Neither the Grantee, nor any person entitled to exercise the Grantee�s rights in the event of
the Grantee�s death, shall have any of the rights and privileges of a shareholder with respect to the Shares subject to the
Option, until certificates for Shares have been issued upon the exercise of the Option.

10.  Assignment and Transfers.  Except as the Committee may otherwise permit pursuant to the Plan, the rights and
interests of the Grantee under this Agreement may not be sold, assigned, encumbered or otherwise transferred except,
in the event of the death of the Grantee, by will or by the laws of descent and distribution. In the event of any attempt
by the Grantee to alienate, assign, pledge, hypothecate, or otherwise dispose of the Option or any right hereunder,
except as provided for in this Agreement, or in the event of the levy or any attachment, execution or similar process
upon the rights or interests hereby conferred, the Company may terminate the Option by notice to the Grantee, and the
Option and all rights hereunder shall thereupon become null and void. The rights and protections of the Company
hereunder shall extend to any successors or assigns of the Company and to the Company�s parents, subsidiaries, and
affiliates. This Agreement may be assigned by the Company without the Grantee�s consent.

11.  Applicable Law.  The validity, construction, interpretation and effect of this instrument shall be governed by and
construed in accordance with the laws of the State of Delaware, without giving effect to the conflicts of laws
provisions thereof.

12.  Notice.  Any notice to the Company provided for in this instrument shall be addressed to the Company at 137A
Lewis Wharf, Boston, MA 02110, and any notice to the Grantee shall be addressed to such Grantee at the current
address shown on the payroll of the Employer, or to such other address as the Grantee may designate to the Employer
in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope
addressed as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officers to execute and attest this Agreement,
and the Grantee has executed this Agreement, effective as of the Date of Grant.

CONVERTED ORGANICS INC.

By: 

I hereby accept the Option described in this Agreement, and I agree to be bound by the terms of the Plan and this
Agreement. I hereby further agree that all the decisions and determinations of the Committee shall be final and
binding.

Grantee: − −

Date: − −
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FORM OF BOARD OF DIRECTORS GRANTS

CONVERTED ORGANICS INC.
2010 OMNIBUS STOCK COMPENSATION PLAN

NONQUALIFIED STOCK OPTION GRANT

This STOCK OPTION GRANT, dated as of           (the �Date of Grant�), is delivered by Converted Organics Inc. (the
�Company�) to           (the �Grantee�).

RECITALS

The Converted Organics Inc. 2010 Omnibus Stock Compensation Plan (the �Plan�) provides for the grant of options to
purchase shares of common stock of the Company. The Compensation Committee of the Committee of Directors of
the Company, or if no such entity exists, the entire Board of Directors (the �Committee�) has decided to make a stock
option grant as an inducement for the Grantee to promote the best interests of the Company and its shareholders.

NOW, THEREFORE, the parties to this Agreement, intending to be legally bound hereby, agree as follows:

1.  Grant of Option.  Subject to the terms and conditions set forth in this Agreement and in the Plan, the Company
hereby grants to the Grantee a nonqualified stock option (the �Option�) to purchase           shares of common stock of the
Company (�Shares�) at an exercise price of $      per Share. The Option shall become exercisable according to
Paragraph 2 below.

2.  Exercisability of Option.  The Option shall become exercisable on the following dates, if the Grantee is providing
service to the Company as a member of its Board of Directors on the applicable date:

Date Shares for Which the Option is Exercisable

The exercisability of the Option is cumulative, but shall not exceed 100% of the Shares subject to the Option. If the
foregoing schedule would produce fractional Shares, the number of Shares for which the Option becomes exercisable
shall be rounded down to the nearest whole Share. Any portion of the Option that is not exercisable at the time the
Grantee ceases to be a member of the Board of Directors shall immediately terminate.

3.  Term of Option.  The Option shall have a term of           years from the Date of Grant and shall terminate at the
expiration of that period, unless it is terminated at an earlier date pursuant to the provisions of this Agreement or the
Plan. Notwithstanding anything to the contrary in the Plan, the Option shall not terminate due to the termination of
service, death, or Disability of the Grantee.

4.  Exercise Procedures.

(a) Subject to the provisions of Paragraphs 2 and 3 above, the Grantee may exercise part or all of the exercisable
Option by giving the Company written notice of intent to exercise in the manner provided in this Agreement,
specifying the number of Shares as to which the Option is to be exercised and the method of payment. Payment of the
exercise price shall be made in accordance with procedures established by the Committee from time to time based on
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type of payment being made but, in any event, prior to issuance of the Shares. The Grantee shall pay the exercise price
(i) in cash, (ii) with the approval of the Committee, by delivering Shares of the Company, which shall be valued at
their fair market value on the date of delivery, or by attestation (on a form prescribed by the Committee) to ownership
of Shares having a fair market value on the date of exercise equal to the exercise price, (iii) by payment through a
broker in accordance with
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procedures permitted by Regulation T of the Federal Reserve Board or (iv) by such other method as the Committee
may approve. The Committee may impose from time to time such limitations as it deems appropriate on the use of
Shares of the Company to exercise the Option.

(b) The obligation of the Company to deliver Shares upon exercise of the Option shall be subject to all applicable
laws, rules, and regulations and such approvals by governmental agencies as may be deemed appropriate by the
Committee, including such actions as Company counsel shall deem necessary or appropriate to comply with relevant
securities laws and regulations. The Company may require that the Grantee (or other person exercising the Option
after the Grantee�s death) represent that the Grantee is purchasing Shares for the Grantee�s own account and not with a
view to or for sale in connection with any distribution of the Shares, or such other representation as the Committee
deems appropriate.

(c) All obligations of the Company under this Agreement shall be subject to the rights of the Company as set forth in
the Plan to withhold amounts required to be withheld for any taxes, if applicable. Subject to Committee approval, the
Grantee may elect to satisfy any tax withholding obligation of the Company with respect to the Option by having
Shares withheld up to an amount that does not exceed the minimum applicable withholding tax rate for federal
(including FICA), state and local tax liabilities.

5.  Change of Control.  The provisions of the Plan applicable to a Change of Control shall apply to the Option, and, in
the event of a Change of Control, the Committee may take such actions as it deems appropriate pursuant to the Plan.

6.  Restrictions on Exercise.  Except as the Committee may otherwise permit pursuant to the Plan, only the Grantee
may exercise the Option during the Grantee�s lifetime and, after the Grantee�s death, the Option shall be exercisable
(subject to the limitations specified in the Plan) solely by the legal representatives of the Grantee, or by the person
who acquires the right to exercise the Option by will or by the laws of descent and distribution, to the extent that the
Option is exercisable pursuant to this Agreement.

7.  Grant Subject to Plan Provisions.  This grant is made pursuant to the Plan, the terms of which are incorporated
herein by reference, and in all respects shall be interpreted in accordance with the Plan. The grant and exercise of the
Option are subject to interpretations, regulations and determinations concerning the Plan established from time to time
by the Committee in accordance with the provisions of the Plan, including, but not limited to, provisions pertaining to
(i) rights and obligations with respect to withholding taxes, (ii) the registration, qualification or listing of the Shares,
(iii) changes in capitalization of the Company and (iv) other requirements of applicable law. The Committee shall
have the authority to interpret and construe the Option pursuant to the terms of the Plan, and its decisions shall be
conclusive as to any questions arising hereunder.

8.  No Service or Other Rights.  The grant of the Option shall not confer upon the Grantee any right to be retained by
or in the service of the Company.

9.  No Shareholder Rights.  Neither the Grantee, nor any person entitled to exercise the Grantee�s rights in the event of
the Grantee�s death, shall have any of the rights and privileges of a shareholder with respect to the Shares subject to the
Option, until certificates for Shares have been issued upon the exercise of the Option.

10.  Assignment and Transfers.  Except as the Committee may otherwise permit pursuant to the Plan, the rights and
interests of the Grantee under this Agreement may not be sold, assigned, encumbered or otherwise transferred except,
in the event of the death of the Grantee, by will or by the laws of descent and distribution. In the event of any attempt
by the Grantee to alienate, assign, pledge, hypothecate, or otherwise dispose of the Option or any right hereunder,
except as provided for in this Agreement, or in the event of the levy or any attachment, execution or similar process
upon the rights or interests hereby conferred, the Company may terminate the Option by notice to the Grantee, and the
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successors or assigns of the Company and to the Company�s parents, subsidiaries, and affiliates. This Agreement may
be assigned by the Company without the Grantee�s consent.

11.  Applicable Law.  The validity, construction, interpretation and effect of this instrument shall be governed by and
construed in accordance with the laws of the State of Delaware, without giving effect to the conflicts of laws
provisions thereof.

12.  Notice.  Any notice to the Company provided for in this instrument shall be addressed to the Company at 137A
Lewis Wharf, Boston, MA 02110, and any notice to the Grantee shall be addressed to such Grantee at the current
address shown on the books and records of the Company, or to such other address as the Grantee may designate to the
Company in writing. Any notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope
addressed as stated above, registered and deposited, postage prepaid, in a post office regularly maintained by the
United States Postal Service.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Company has caused its duly authorized officers to execute and attest this Agreement,
and the Grantee has executed this Agreement, effective as of the Date of Grant.

CONVERTED ORGANICS INC.

By: 

I hereby accept the Option described in this Agreement, and I agree to be bound by the terms of the Plan and this
Agreement. I hereby further agree that all the decisions and determinations of the Committee shall be final and
binding.

Grantee: − −

Date: − −
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VOTE BY
INTERNET �
www.proxyvote.com
Use the Internet to
transmit your voting
instructions and for
electronic delivery of
information up until
11:59 P.M. Eastern
Time the day before
the cut-off date or
meeting date. Have
your proxy card in
hand when you access
the web site and
follow the instructions
to obtain your records
and to create an
electronic voting
instruction form.

VOTE BY PHONE -
1-800-690-6903
Use any touch-tone
telephone to transmit
your voting
instructions up until
11:59 P.M. Eastern
Time the day before
the cut-off date or
meeting date. Have
your proxy card in
hand when you call
and then follow the
instructions.

VOTE BY MAIL
Mark, sign and date
your proxy card and
return it in the
postage-paid envelope
we have provided or
return it to Vote
Processing, c/o
Broadridge, 51
Mercedes Way,
Edgewood, NY
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TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:               x

KEEP THIS
PORTION FOR

YOUR
RECORDS

DETACH AND
RETURN THIS

PORTION ONLY
THIS   PROXY   CARD   IS   VALID   ONLY   WHEN   SIGNED   AND   DATED.

For
All

Withhold
All

For All
Except

To withhold authority to vote for
any individual nominee(s), mark
�For All  Except� and wri te  the
number(s) of the nominee(s) on the
line below.

The Board of Directors
recommends that you
vote FOR the following:

o o o

1.     Election of Directors
Nominees

01     Edward A. Stoltenberg      02 Robert E. Cell

The Board of Directors recommends you vote FOR the following proposal(s): For Against Abstain

2 Ratification of the selection of CCR LLP as Independent Public Accountant. o o o

3 Amendment to Certificate of Incorporation to increase the authorized number of
shares of common stock from 75,000,000 to 250,000,000.

o o o

4 Approval of Omnibus Stock Compensation Plan. o o o
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NOTE: Such other business as may properly come before the meeting or any
adjournment thereof.

For address change/comments, mark here.
(see reverse for instructions)  o

Please sign exactly as your name(s) appear(s) hereon.
When signing as attorney, executor, administrator, or other
fiduciary, please give full title as such. Joint owners should
each sign personally. All holders must sign. If a
corporation or partnership, please sign in full corporate or
partnership name, by authorized officer.

SHARES
CUSIP#

Signature [PLEASE SIGN
WITHIN BOX]

Date JOB# Signature (Joint Owners) Date SEQUENCE#
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Form 10-K,
Notice & Proxy Statement is/are available at www.proxyvote.com.

CONVERTED ORGANICS, INC.
Annual Meeting of Shareholders

June 30, 2010 9:30 AM
This proxy is solicited by the Board of Directors
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The shareholder hereby appoints Edward J. Gildea and David R. Allen, or either of them, as proxies, each with the
power to appoint (his/her) substitute, and hereby authorizes them to represent and to vote, as designated on the reverse
side of this ballot, all of the shares of Common stock of CONVERTED ORGANICS, INC. that the shareholder(s)
is/are entitled to vote at the Annual Meeting of shareholders to be held at 09:30 AM, EDT on 6/30/2010, at the
Marriott Long Wharf, 296 State Street Boston, MA 02109, and any adjournment or postponement thereof.

This proxy, when properly executed, will be voted in the manner directed herein. If no such direction is made,
this proxy will be voted in accordance with the Board of Directors� recommendations.

Continued and to be signed on reverse side
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