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

FORM 10-Q
(Mark One)
x] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended: June 30, 2008
Or
a TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 000-27376

Elcom International, Inc.
(Exact name of small business issuer as specifiéd charter)

Delaware 04-3175156
(State or other jurisdiction of incorporation (I.R.S. Employer Identification No.)
or organization)

10 OCEANA WAY
NORWOOD, MASSACHUSETTS 02062
(Address of principal executive offices) (Zip Code)

1-781-501-4000
(Issuer's telephone number)

Indicate by check mark whether the registrant @9 filed all reports required to be filed by Seweti8 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofaih$or such shorter period that the registrang wejuired to file such reports), and (2)
has been subject to such filing requirements ferphst 90 days.

YesO No

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-accelerated filer or a smaller
reporting company. See the definitions of “largeaerated filer,” “accelerated filer” and “smalleporting company” in Rule 12b-2 of the

Exchange Act.

Large accelerated fildzl Accelerated fileld
Non-accelerated fileEl Smaller reporting comparisd

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act.) Yes[ ] No [X]

Indicate the number of shares outstanding of edcthe issuer’'s classes of common stock, as of #test practicable date:
552,177,450 as of November 12, 2008.
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PART | - FINANCIAL INFORMATION

ltem 1. Financial Statements

ELCOM INTERNATIONAL, INC.

AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents

Accounts receivable:
Trade
Less allowance for doubtful accounts

Accounts receivable, net
Prepaid expenses and other current assets

Total current assets

PROPERTY, EQUIPMENT AND SOFTWARE, AT COST:
Computer hardware and software
Furniture, equipment and leasehold improvements

Less accumulated depreciation and amortization

OTHER ASSETS

Total assets

(unaudited)

LIABILITIES AND STOCKHOLDERS' DEFICIT

CURRENT LIABILITIES:
Current portion of capital lease obligations
Convertible notes payable, net of unamortized distof $707
and $637, respectively
Accounts payable
Deferred revenue
Related party accrued salary, bonuses and interest
Accrued expenses and other current liabilities
Current liabilities of discontinued operations

Total current liabilities
CAPITAL LEASE OBLIGATION, NET OF CURRENT PORTION
OTHER LONG TERM LIABILITY

Total liabilities

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' DEFICIT:

Preferred stock, $.01 par value; Authorized -- 00,000 shares --
Issued and outstanding - none

Common stock, $.01 par value; Authorized - 700,000 shares -
Issued - 552,177,450 shares at June 30, 2008
and December 31, 2007

Additional paid-in capital

Accumulated deficit

June 30, December 31,
2008 2007

1,57¢ 947
557 1,752

(18) (27)

53¢ 1,728

443 494
2,56( 3,16¢€
21,49¢ 21,48(
3,08¢ 3,08¢
24,58 24,56¢
(24,10 (23,89))
48C 671

14 14

3,054 3,851
111 13E
1,83¢ 914
70€ 864

773 1,28t

75€ 90€

62E 724

30 30

4,837 4,85¢

10 48

87 13t

4,93¢ 5,041
5,522 5,522
127,58¢ 126,95°
(134,38) (133,08()



Accumulated other comprehensive loss (607) (58€)

Total stockholders' deficit (1,880 (1,190

$ (3,059 $ (3,857)

The accompanying notes are an integral part of these consolidated unaudited financial statements.




ELCOM INTERNATIONAL, INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
AND OTHER COMPREHENSIVE INCOME (LOSS)
(in thousands, except per share data)
(unaudited)

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Net Revenues

License, hosting services and other fees $ 1,44¢ $ 90C $ 237t $ 1,53z

Professional services 251 802 54¢ 99¢

Total net revenues 1,70( 1,70z 2,92¢ 2,52¢
Cost of revenues 18¢ 26¢ 44¢ 534
Gross profit 1,511 1,43¢ 2,47 1,994
Operating Expenses:

Selling, general and administrative 1,631 1,85¢ 3,47% 3,88¢

Research and development 51 22€ 98 441
Total operating expenses 1,682 2,084 3,57: 4,33(
Operating loss a71) (650C) (1,09¢) (2,336
Interest and other income, net 9 18 21 82
Interest expense (39) (7) (72) (15)
Loss on debt extinguishment (155) -- (155) --
Net loss before income tax (35€) (63¢9) (1,309 (2,269)
Income taxes - - - -
Net loss (35€) (639) (1,309 (2,269)
Other comprehensive income (loss), net of tax @) 12 (18) (1)
Comprehensive loss $ (363 $ (627) $ (1,329 $ (2,270)
Basic and diluted net loss per share $ - $ (-) $ (-) $ (-)
Weighted average number of basic and diluted sharssanding 552,17" 552,17" 552,17" 538,01°

The accompanying notes are an integral part of these consolidated unaudited financial statements.




ELCOM INTERNATIONAL, INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash
used in operating activities:
Accretion of debt discount
Loss on debt extinguishment
Depreciation and amortization
Stock-based compensation
Provision for doubtful accounts receivable
Changes in current assets and liabilities:
Accounts receivable, net
Prepaid expenses and other current assets
Accounts payable
Deferred revenue
Accrued expenses and other current liabilities

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property, equipment and software
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issue of common stock, net
Proceeds from convertible notes
Payments of convertible notes payable

Repayments of capital lease obligations
Decrease in other long term liability

Net cash provided by (used in) financing activities

FOREIGN EXCHANGE EFFECT ON CASH

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

SUPPLEMENTAL DISCLOSURE OF NONCASH FINANCING ACTI¥AS:
Debt discount arising from imputed interest

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Interest paid

Income taxes paid

Acquisition of equipment under capital leases

(in thousands)
(unaudited)

Six Months Ended

June 30,

2008 2007
(1,309 $ (2,269
66 -
158 -
21¢C 232
33¢ 497
(10) 11
1,198 (508)
51 78
(154) 81
(512) 54¢
(249) (228)
(219 (1,556)
(19) (54)
(19 (54)
- 2,49¢
1,34¢ =
(354) -
(61) (60)
(48) (72
881 2,36¢
(18) (1)
631 752
947 1,08¢
157¢ $ 1,83¢
29 $ =
5 15
- 3% -
- 3 29




The accompanying notes are an integral part of these consolidated unaudited financial statements.




ELCOM INTERNATIONAL, INC.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. Basis of Presentation
Consolidation

The consolidated financial statements include tleoants of Elcom International, Inc. and its wheadlyned subsidiari¢
(collectively, the “Company” or “Elcom”).

Basis of Presentation

In the opinion of management, the accompanying diteai consolidated financial statements contaimdjistments, consisting ol
of normal recurring adjustments, necessary to pids@ly the financial position of Elcom as of &80, 2008, the results of its operation:
the three- and six-month periods ended June 3@ 36d 2007, and cash flows for the sinth periods ended June 30, 2008 and 200
significant intercompany accounts and transactiomee been eliminated. The results of operationstfiese periods are not necess
comparable to, or indicative of, results of anyeotinterim period or for the year as a whole. Qarfmancial information that is norma
included in financial statements prepared in acaoce with accounting principles generally acceptethe United States, but which is
required for interim reporting purposes, has besnitted. For further information, reference shoukl fnade to the consolidated finan
statements and accompanying notes included in EécAnmual Report on Form 10-KSB, for the year enBedember 31, 2007.

Going Concern

Elcom’s consolidated financial statements as of Decer@beR007 and June 30, 2008 have been prepared tirelassumption that Elcc
will continue as a going concern. Elcom has inalimet losses every year since 1998, has an acciedwdaficit of $134,383,000 as of Ji
30, 2008, and expects to incur a loss in fiscat P€@8. However, this loss is forecast to be suitistily lower than that incurred in 2007.
of June 30, 2008, Elcom had $1.6 million of casti eash equivalents, current assets of approxim&@k6 million and current liabilities
approximately $4.8 million. The ultimate successEbdom is dependent upon achieving additional reesnby marketing its eComme
software solutions, typically through channel pary until Elcom is operating profitably. Elcom hasurred significant operating losses
has used cash in operating activities in each efldkt several years, including $3.7 million offcased in operating activities in fiscal y
2007, and $213,000 of cash used in operating &esvin the first six months of fiscal year 2008cdin’s ability to continue as a goi
concern is primarily dependent upon its abilitygmw revenue and attain further operating efficiescand, if necessary, to also att
additional capital. Elcom will incur a net lossfiacal year 2008; however, this loss will be sigrahtly lower than the net loss incurrec
fiscal year 2007. In order to achieve profitableeigtions, Elcom is dependent upon generating sogmf new revenues from existing i
future contracts. During March, May and June 2@8pm received convertible loans from a non-US #toe of £00,000 (approximate
$1,000,000 and net of repayments). The loans g@yable upon demand and convertible at the optidheoPayee into shares of comr
stock, at the price of 3.5p per share, subjectdijastment, downwards only, in the event that comretmtk or any equity instruments
issued at a price lower than 3.5p at anytime. ©had are expected to be converted into sharestprtbeir maturity in 2012.Elcom believe
that as a result of these loans, it has the fueqired to perform under its current contractsoElcannot assure that additional financing
be available on favorable terms, or at all. If fsrate not available when required for working capiteeds or other transactions, Elcem’
ability to carry out its business plan could beeadely affected, and Elcom may be required to &rtdtale back its operations to reflect
extent of available funding. If Elcom is able toaarge for additional credit facilities from lendetlse debt instruments are likely to incl
limitations on Elcom$ ability to incur other indebtedness, to pay divids, to create liens, to sell its capital stoakeoter into othe
transactions. Such restrictions may adversely affézom’s ability to finance its future operations or capiteeds or to grow its business
Elcom raises additional funds by issuing equity cmnvertible debt securities, the percentage owiersh the Company existing
stockholders will be reduced. These securities haaae rights, preferences or privileges senior ¢a¢hof the common stockholders.

If Elcom is unable to consummate any equity finagoor receive additional loaned monies to provid#igent working capita
Elcom would likely be forced to curtail operatiosusd/or seek protection under bankruptcy laws. Tdresalidated financial statements do
include any adjustments that might result fromdh&ome of this uncertainty.




2.

Stock Based Compensation

The following table summarizes amounts chargedkpeese for stockased compensation related to employee and dirstiol
option grants:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Employee and director stock option grants:

Cost of revenues $ 15,71. % 20,37 $ 34,73¢  $ 40,88t

Selling, general and administrative 120,13« 94,19( 292,67: 395,62:

Research and development 5,46° 29,95¢ 11,09: 60,21:
Total stock-based compensation $ 141,30¢ $ 144,52, $ 338,50. $ 496,72(

Elcom uses the Black-Scholes valuation model tonesé the fair value of stodkased compensation awarded after Janu:
2006. There were no stock-based compensation awaatised during the three or six month periods dntime 30, 2008.The
weighted-average gross fair value of awards undi®srEs stock option plans in the first six months of 2@tas $0.08 for ea
share covered by an option grant, utilizing théofelng assumptions:

Volatility 154.3"%
Risk-free interest rate 4.82%
Expected life of options 5.75 year

Expected dividend yield 0%

Elcom has generally relied upon its historical mfiation as the most reasonable basis to deternsnaluation assumptions w
respect to sharbased payments, because it has no reason to beliavéts future experience will differ from itsshorica
experience. The volatility figure is based on thdydactual historical volatility of Elcons’ common stock over the five year pe
(consistent with the expected life of the optioesiled June 30, 2008. The volatility calculatiobased on the reported trading
Elcom’s common stock on the Over The Counter BullBoard (“OTCBB”),and Nasdag Small Cap Market, as applicable.
risk-free interest rate is based on the U.S. Gawent five-year Treasury Constant Maturity rate,hwét fiveyear term. Th
expected life of options is based on Elcerhistorical experience since January 1, 1996 tighaifter it became a public compa
The expected dividend yield is zero based on tbetfet Elcom has never paid a dividend and doépmsently have an intenti
to pay cash dividends.

Based on Elcons historical turnover rates, an overall annualizstimated forfeiture factor of 15% has been utiljizgnd in certai
specific instances when it is known that optionl e forfeited, such forfeitures are taken intmsideration. Under the provisic
of SFAS 123R, additional expense will be recordeduiture periods if the actual forfeiture rate @gsver than estimated, ant
recovery of prior expense will be recorded if tictual forfeiture rate is higher than estimated.

As of June 30, 2008, Elcom had unamortized stoaded compensation, net of expected forfeituregreagting approximate
$533,456, which will be amortized to expense oue tequisite service periods, currently throughuday of 2009. Th
unamortized stock-based compensation will be reizedrover a weighted average period of approxingdt8 months.




A summary of stock option activity for the six mbatended June 30, 2008 is presented below:

Weighted-
Average
Remaining
Weighted- Contracted Aggregate
Options Average Term in Intrinsic
Outstanding Exercise Price Years Value
Outstanding at December 31, 2007 22,642,86 $ 0.2¢8
Granted 0
Expired 0
Forfeited 1,528,88!
Exercised 0
Outstanding at June 30, 2008 21,113,97 $ 0.2¢8 6.92 —
Vested or expected to vest at June 30, 2008 19,203,65 $ 0.3¢€ 6.54 —
Exercisable at June 30, 2008 14,048,97 $ 0.3 6.4¢ —

The aggregate intrinsic value of options outstagdsncalculated based on the positive differendevden the closing market pr
of Elcom’s common stock at the end of the respeqtieriod and the exercise price of the underlyiotipos.

The total grant-date fair value of stock optioratthested during the six months ended June 30, @@88&pproximately $338,501.

3. Notes Payable
In March of 2008, Elcom received convertible lo&msn a non-US inventor of £250,000 (approximatet@$,000).

In May and June 2008, Elcom received convertibn$ofrom the same non-US investor 408,000 (approximately $198,000) i
£330,000 (approximately $649,000). The proceedshefloans received in June 2008 were used to répay£l00,000 (approximate
$197,000) loan received in May 2008 witBO£000 (approximately $157,000) being used to replyan received in March 2008, the bale
of proceeds £50,000 (approximately $295,000) was received shcahe loans are repayable upon demand and cineet the option «
the Payee into shares of common stock, at the pfi8ebp (approx. $0.07) per share.

The loans are expected to be converted into slaaissme stage in the future.

A discount of $80,437 was recorded for the imputed interest rate upomaisse of the May 2008 convertible notes. The distds
amortized utilizing the effective interest methaapthe period commencing on the issuance dateetstated maturity date. Elcom is utiliz
an average interest rate of 11% derived from ifitablease obligations in calculating imputed matt. A loss on extinguishment of deb
$155,000 was recognized upon patrtial settlemeat Mfarch 2008 loan and full settlement of the Mag&Man representing the writéf of
unamortized discount balances at the time of se¢tfe.

The following table summarizes the issuance of edible loans payable (in thousands) during thersixths ended June 30, 2008:

Description Interest Rate  Date of Maturity 2008
Principal issuances

Principal balance, December 31, 2007 $ 1,551
£250,000 convertible loans 11% 12/19/1: 497
£100,000 convertible loans 11% 12/19/1: 19¢
£330,000 convertible loans 12% 12/19/1: 64¢
Total issuances during the period 1,344
Principal Repayments (354)
Principal balance, June 30, 2008 2,541
Unamortized discount, December 31, 2007 (637)

Discount on new loan (290



Amortization and write-off of debt discount 22C

Unamortized discount, June 30, 2008 (707
Total debt, net of discount 1,83¢




4. Business Segment Information

Elcom’s operations are classified as a single businepses#t, specifically the development and sale obmated procurement a
electronic marketplace Internb&sed software solutions which automate many sugpyn and financial settlement functions assodiatih
procurement. Elcom operates both in the U.S. ad &hd geographic financial information for theeter and sixnonth periods ended Ju
30, 2008 and 2007, is set forth below (in thousands

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Net revenues
u.S. $ 191 % 19 % 36€ $ 347
U.K. 1,50¢ 1,50¢ 2,55¢ 2,18(
Net revenues $ 1,70C $ 1,702 $ 292 % 2,527
Operating income (loss):
u.s. $ (1,086 $ 1,729 $ (2,475 $ (3,636
U.K. 91t 1,07: 1,371 1,30(C
Operating loss $ 171 $ (650) $ (1,09¢) $ (2,336
June 30, December 31,
Identifiable assets: 2008 2007
u.S. $ 1,258 3 1,472
U.K., including cash and cash equivaleraf $1,366
and $880 in 2008 arabo7, respectively 1,79¢ 2.37¢
$ 3,05 $ 3,851

5. Subsequent Events

Elcom was a member of a consortium led by PA CaimguiGroup UK Plc (PA) which had been awarded a contract, includi
Framework Agreement between ProcServe Shared 8sriitd. (“PASSL”), a whollyswned subsidiary of PA, and a U.K. governn
agency, for the creation and deployment of an ektatlice for U.K. Public Entities. The agreemengsensigned on August 12, 2005 fc
primary term of five years. On September 3, 2008pi and ProcServe entered into a contract, whiarens the termination of the £
Framework Agreement by mutual consent.

Item 2. Management’s Discussion and Analysis or Plan of Qaton
Introduction

Elcom International, Inc. (“Elcom”), a corporatidormed in Delaware in December 1992, is a leadirayider of Internebase:
remotely hosted, integrated eCommerce solutionssandces. Our PECOS™ (“Professional Electronic @@mte Online System’jolutior
is typically remotely hosted by Elcom, providingid deployment and single point responsibility ftients. In total, over 100 organizatic
are currently using or accessing Elcemsblution under these arrangements. Since Jai6ar3003, our Common Stock has been quote
the Over-the-Counter Bulletin Board (the “OTCBRIfder the symbol ELCO. On May 18, 2007, our stoals wuspended from the OTC
due to a delay in our filing the annual reportttoe year ended December 31, 2006 with the SECiand then our stock has been listed ir
Pink Sheets under the symbol ELCO. In additiongesiApril 16, 2004, our common stock was tradedhen&AIM Exchange under the symkt
ELC and ELCS (designating the Regulation S Shahesyever, the stock was cancelled from admissioAmni 1 st, 2008. We operate in t
U.S. and U.K.




Overview

Prior to the divestiture of its information techogy (“IT”) products and services business in the U.K. and, Bl8om had previous
marketed over 130,000 IT products to commercialjcational and governmental accounts via severaviative eCommerce solutiol
During 2001, Elcom carefully reviewed its busineggrations, and in order to reduce operational famahcial risks and properly ali
Elcom’s operations with the slowing demand for IT prodwtd the overall economic environment, Elcom dmtigh divest its IT produc
and services business to reduce costs and allosnwHio focus exclusively on its core business oF/jgliog large scale eCommerce solutic
On December 31, 2001, Elcom divested itself olUtk. IT products business and on March 29, 2002p#l divested itself of its U.S.
products and services business. Commencing dunmgédcond quarter of 2002, Elcansole source of revenue has been the implemen
of eCommerce solutions and associated usage afespianal services and monthly hosting servicesg@esind data maintenance fees.

In the U.K., Elcom has a substantial contract wthpgemini UK Plc (“Capgemini”) associated with tBeottish Executive’
eProcurement Scotland Programme, where Elcom peviid solutions to agencies, councils, univesiaad National Health Service
Scotland (hospitals) Trusts (“Public Entities) Scotland. Elcom signed agreements with one (b)i® Entity in 2006, nine (9) in 2007 &
for the first 6 months of 2008 a further two (2)inging the total number of Public Entities in #eérocurement Scotland program to 38. T
are approximately 47 Public Entities potentiallyadable to join the eProcurement Scotland Prograjrand possibly more, depending u
the Scottish Executive’definition of eligibility. Elcom earns implemetitan fees and monthly hosting services fees fohdaublic Entity the
joins the eProcurement Scotland Programme. Capgeasnthe prime contractor in the Scottish ExecutAgreement. Elcom subcontra
under this Agreement as the technology serviceigeovDuring 2007, this contract accounted for o¥&% of Elcoms revenues, and duri
the first 6 months of 2008, this represented 0@86 Of Elcom’s revenues.

Critical Accounting Policies and Estimates

The preparation of consolidated financial statesmesfuires Elcom to make estimates and judgmeatsaffect the reported amounts
assets, liabilities, revenue and expenses, antbdetiisclosure of contingent assets and liabilit®s an ongoing basis, Elcom evaluates
estimates, including those related to income taikapairment of londived assets, and revenue recognition. Elcom b#sesstimates ¢
historical experience and on various other assumgtihat are believed to be reasonable under thenestances, the results of which form
basis for making judgments about the carrying v@loieassets and liabilities that are not readilyaaipnt from other sources. Actual res
may differ from these estimates under differentiagstions or conditions.

Off-Balance Sheet Financings

Elcom does not have any off-balance sheet finasciigjcom has no majoritgwned subsidiaries that are not included ir
consolidated financial statements.

Results of Operations
Quarter ended June 30, 2008 compared to the quarter ended June 30, 2007.

Net Revenues. Net revenues for the quarter ended June 30, 20€@aked to $1,700,000, from $1,702,000 in the gzeried of 2007,
slight decrease of $2,000. License, hosting sesvaoed other fees increased from $900,000 in th& 2@rter to $1,449,000 in the 2
quarter, an increase of $549,000, or 61%. Thieese is primarily due to additional customers jairthe eProcurement Scotland Progran
License, hosting services and other fees inclugméie fees, hosting services fees, test systemsiggslier fees, usage fees, and eMarket
agent and affiliated fees. Professional services fiecreased from $802,000, to $251,000 in the B088&er, a decrease of $551,000 ir
2008 quarter. This was predominately due to thetfeat the 2007 period included two specific prigeaf a non-recurring nature.

Gross Profit . Gross profit for the quarter ended June 30, 2B@8eased to $1,511,000 from $1,434,000 in the eoaige 200
quarterly period, an increase of $77,000, or 5%s Tricrease is primarily a result of a reductionthimd party cost of sales.




Slling, General and Administrative Expenses . Selling, general and administrative (“SG&A8xpenses for the quarter ended Jun
2008 were $1,631,000 compared to $1,858,000 insdwond quarter of 2007, a decrease of $227,000,2%. This decrease wa:
combination of a reduction in general expensegdidiced payroll costs following a reduction in headt.

Research and Development Expense. Research and development expense for the quartdesieJune 30, 2008 and 2007 were $51
and $226,000, respectively, reflecting a decreasbd 2008 quarter of $175,000 over the expens&ded in the second quarter of 2007.
expense in the 2007 quarter primarily related tgodmg work associated with Elcom’PECOS technology and work for the Zanz
eMarketplace contract.

Operating Loss. Elcom reported an operating loss of $171,000 fer doarter ended June 30, 2008 compared to a l0$858f,00!
reported in the comparable quarter of 2007, a rioluof $479,000 in the loss reported. This reduopedrating loss in the second quarte
2008 compared to the same quarter in 2007 was phjndaie to continued focus in the area of costtimn

Interest Income. Interest income for the quarter ended June 30, 208$9,000 compared to $18,000 in the second euaft2007
The decrease is primarily related to interest ine@arned on the funds raised in February of 2007.

Interest Expense . Interest expense for the quarter ended June @B @&as $39,000, compared to $7,000 in the sanmedoef 2007
The increase is due to the interest on the promjigsates payable.

Loss on Debt Extinguishment . Loss on debt extinguishment arose from the pasg#tlement of the March 2008 convertible 1
payable and full payment of the May 2008 convegtitibte. No such transaction occurred in 2007.

Net Loss. Elcom’s net loss for the quarter ended June 30, 2008@%6,000, a decrease in the loss of $83,000 frenots recorded
the second quarter 2007 of $639,000, as a resthedbctors discussed above.

Sx Months ended June 30, 2008 compared to six months ended June 30, 2007.

Net Revenues. Net revenues for the 6 months ended June 30, 2@08ased to $2,924,000, from $2,528,000 in the gmried of 2007
an increase of $396,000, or 16%. License, hos&mgices and other fees increased from $1,532,0@0er2007 period to $2,378,000 in
2008 period, an increase of $846,000, or 55%. Iseehosting services and other fees include licées® hosting services fees, test sy
fees, supplier fees, usage fees, and eMarketptgret and affiliated fees. Professional services tlereased by $450,000, to $546,000 i
2008 period, from $996,000 in the 2007 period. Teiduction was predominantly due to the fact that2007 period included two spec
projects of a non-recurring nature.

Gross Profit . Gross profit for the 6 months ended June 30, 2806&ased to $2,475,000 from $1,994,000 in the paoable 200
period, an increase of $481,000, or 24%. This amees a direct result of the increase in revenue.

Sdling, General and Administrative Expenses . Selling, general and administrative (“SG&A€xpenses for the 6 months ended Jun
2008 were $3,475,000 compared to $3,889,000 irsétmee period of 2007, a decrease of $414,000, or. Tt primary reasons for 1
decrease are a combination of continued cost doatrd a reduction in payroll costs, which includededuction in stock option expen
which totaled $293,000 for the 6 months ended Bn&008 versus $396,000 in the comparable peni@d07.

Resear ch and Development Expense. Research and development expense for the 6 montiesielune 30, 2008 and 2007 were $9¢
and $441,000, respectively, reflecting a decreagbe 2008 period of $343,000 over the expenserdedoin the same period of 2007.
expense in the 2007 period primarily relates to wewelopment work associated with a new versiogasd of Elcons PECOS technolor
and work for the Zanzibar eMarketplace contract.

Operating Loss. Elcom reported an operating loss of $1,098,00QHer6 months ended June 30, 2008 compared to afl&2336,00
reported in the comparable period of 2007, a dsere&$1,238,000 in the loss reported. The decri@asggerating loss is a combination of
increase in sales revenue and continued cost ¢ontro




Interest and Other Income, Net. Interest and other income, net for the 6 montheeérldine 30, 2008 was $21,000 compared to $8
in the same period of 2007 and is a result of actahn in cash balances following the fund rais€&ébruary 2007.

Interest Expense . Interest expense for the 6 months ended Jun20®® was $72,000, compared to $15,000 in the samedoof 2007
This is due to the interest expense related to tades.

Loss on Debt Extinguishment . Loss on debt extinguishment arose from the gasg#tlement of the March 2008 convertible 1
payable and full payment of the May 2008 convegtitibte. No such transaction occurred in 2007.

Net Loss . Elcom’s net loss for the 6 months ended June 30, 2008%%&€4,000, a decrease in the loss of $965,000 fre los
recorded in the same period of 2007 of $2,269,000.
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Liquidity and Capital Resources

Net cash used in operating activities for the sianths ended June 30, 2008 was $213,000, whichtrisuaable primarily to th
Company’s net loss of $1,304,000, which was offsgta reduction in accounts receivable of $1,195,66d noneash depreciatio
amortization and stock based compensation expegggegating $549,000 which in turn were offset Ijearease in deferred revenues
accrued expenses of $761,000.

Net cash used in investing activities for the wignth period ended June 30, 2008 was $19,000 duketgpurchase of proper
equipment and software.

Net cash provided by financing activities for ttve-sonth period ended June 30, 2008 was $881,000 whvwthe majority related
the proceeds from a convertible loan note issuedrton-US investor (see ltem 2).

The Company’s principal commitments consist of @sé&on its headquarters office facility, capitaisie obligations and a lorigrm
software license payable. The Company will alsaiiregongoing investments in research and developnaen equipment and software
order to further increase operating revenues aret the requirements of its customers.

Risk Factors Relating to Liquidity

Elcom’s consolidated financial statements as of Jun@08 have been prepared under the assumption lt@nBwill continue as
going concern. Elcors’independent registered public accounting firmldia & Bailey PC, has issued a report dated AugQs2008 (exce|
for Note 10 which is as of September 3, 2008) theluded an explanatory paragraph referring to Elsosignificant operating losses
substantial doubt in its ability to continue asang concern (See Note 1 - Basis of Presentati@oing Concern, to the June 30, 2
Consolidated Financial Statements for addition&drimation), without generating incremental opemtievenues or, if required, additio
capital becoming available.

We cannot assure you that additional financing moli be needed, or if needed be available on fiWetarms, or at all. If funds are |
available when required for working capital needsther transactions, our ability to carry out business plan could be adversely affe
and we may be required to scale back our operatmmnesflect the extent of available funding. If \wee able to arrange for additional cr
facilities from lenders, the debt instruments akely to include limitations on our ability to incwther indebtedness, to pay dividend:
create liens, to sell our capital stock, or entéo iother transactions. Such restrictions may amblgraffect our ability to finance our futt
operations or capital needs or to grow our businésee raise additional funds by issuing equityconvertible debt securities, the percen
ownership of our stockholders will be reduced. Ehescurities may have rights, preferences or pgei$ senior to those of the comr
stockholders.

If we are unable to consummate any equity finan@ngeceive additional loaned monies to providdisient working capital, w
would likely be forced to curtail operations andéeek protection under bankruptcy laws. The codat#d financial statements do not incl
any adjustments that might result from the outcoifridis uncertainty.

Factors Affecting Future Performance

A significant portion of Elcom’s revenues are frinosting services and associated fees received @apgemini under a back-tmack
contract between Elcom and Capgemini which esdbntidirrors the primary agreement between Capgerami the Scottish Executi
executed in November 2001. Future revenue undgratiiangement is contingent on the following sigaifit factors: the rate of adoptior
Elcom’s software system by Public Entities associatel thi¢ Scottish Executive; renewal by existing RuBintity clients associated with 1
Scottish Executive of their rights to use the safevsystem; the procurement of additional servicea Elcom by Public Entities associa
with the Scottish Executive; Capgemmitelationship with the Scottish Executive; thedmpliance with the terms and conditions of t
agreement with the Scottish Executive; and theétatmf Elcom to perform under its agreement withpGamini.

If further business fails to develop under the Gapipi agreement or if the U.S. eMarketplaces doempand as expected, or if Elc
is unable to perform under any of these agreemi¢gntsuld have a material adverse affect on Elcofutare financial results.
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Outlook

Elcom expects that its operating loss will contitlmeugh 2008, however progress has been madauméber of areas and the leve
losses will be significantly lower than 2007. Impements in revenues and operating results fromatipess in future periods will not occ
without Elcom being able to generate incrementarafing revenues from existing and new clients.

STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION R EFORM ACT

Except for the historical information contained é&iar the matters discussed in this Quarterly Repaort~orm 10Q could includ
forwarddooking statements or information. All statemerther than statements of historical fact, includimgthout limitation, those wil
respect to Elcom's objectives, plans and strategpédorth herein and those preceded by or thdudecthe words "believes,” "expec
"targets," "intends," "anticipates,” "plans," omdar expressions, are forward-looking statemealhiough Elcom believes that such forward-
looking statements are reasonable, it can givessarance that Elcom's expectations are, or wiltbeect. These forwarkboking statemen
involve a number of risks and uncertainties whiohld cause Elcom's future results to differ matriom those anticipated, including:
the necessity for Elcom to generate incrementataijpg revenues and whether this objective can begiven the overall marketplace
client's acceptance and usage of eCommerce softayemtems, eProcurement and eMarketplace solutiochjding corporate dema
therefore; the impact of competitive technologigducts and pricing, particularly given the substdly larger size and scale of cert
competitors and potential competitors; control péating expenses; and revenue growth; (ii) theseguent results of operations given
aforementioned factors; and (iii) the necessitilsbm to achieve profitable operations within tleastraints of its existing resources, and
can not, the availability of incremental capitahdiing to Elcom, particularly in light of the audipinion from Elcom's independent registe
public accounting firm in Elcom’s 2007 Annual Repon Form 10KSB, and other risks detailed from time to timethis Quarterly Report ¢
Form 10-Q and in Elcom’s other SEC reports andstants.

ltem 3. Quantitative and Qualitative Disclosures About MakRisks

As a smaller reporting company, we are not requingarovide the information required by this Item.
Item 4. Controls and Procedures

(@ Evaluation of Disclosure Controls and Procedures.

Elcom's Chief Executive Officer and Executive ViEeesident of Finance, after evaluating the effectdss of Elcom's disclosi
controls and procedures (as defined in Rules 13a}Hnd 15dt5(e) under the Securities Exchange Act of 1934)edismed in Exchange A
Rule 13a15(e)) as of June 30, 2008 (the "Evaluation Datedye concluded that as of the Evaluation Dateorils disclosure controls &
procedures were not effective in ensuring thatrinfation required to be disclosed by Elcom in theores it files or submits under 1
Exchange Act is recorded, processed, summarizedegated, within the time periods specified in @@mmission's rules and forms, bec:
of the untimely filing of the interim reports.

(b) Changesin Internal Controls

There was no change in Elcaninternal controls over financial reporting thatorred during the first six months of 2008 thas
materially affected, or is reasonably likely to evélly affect, Elcom’s internal control over fingal reporting.

PART Il - OTHER INFORMATION

Item 4. Unregistered Sales of Equity Securities and UsdPobceeds

During March, May and June 2008, Elcom receivedh$oiom a non-US investor 0680,000 (approximately $1,000,000 and ne
repayments). The loans are repayable upon demahdamvertible at the option of the Payee into shafecommon stock, at the price of 2
per share, subject to adjustment, downwards onlthe event that Common Stock or any equity insénis are issued at a price lower 1
3.5p at anytime. The convertible notes that weseidd in connection with these loans were issuetkliance on the exemption fr
registration under Regulation S promulgated uniderSecurities Act of 1993, as amended.
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Iltem 5. Exhibits
(a) Exhibits:

31.1 Rule 13a-14(a) Certification of Chief Executive O

31.2 Rule 13a-14(a) Certification of Executive Vice Rdest of Finance

32.1 Section 1350 Certification of Chief Executive Offic

32.2 Section 1350 Certification of Executive Vice Presitlof Finance
SIGNATURES

In accordance with the requirements of the Exchafge the registrant caused this report to be sigoa its behalf by tt
undersigned, thereunto duly authorized.

Elcom International, Inc.
(Registrant)

Date: November 12, 2008 By: /s/Gregory King

Gregory King
Chief Executive Officer
(Principal Executive Officer)

Date: November 12, 2008 By: /s/David Elliott

David Elliott
Executive Vice President of Finance
(Principal Financial and Accounting Officer)
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Exhibit 31.1
Rule 13a-14(a) Certifications of Chief Executive Officer
I, Gregory King, certify that:
1. I have reviewed this quarterly report on ForraQd 0f Elcom International, Inc.;

2. Based on my knowledge, this report does notaiordny untrue statement of a material fact or cimistate a material fe
necessary to make the statements made, in ligthteofircumstances under which such statements mvade, not misleading with respec
the period covered by this report;

3. Based on my knowledge, the financial statemeants, other financial information included in thisport, fairly present in ¢
material respects the financial condition, resofteperations and cash flows of the small busimesser as of, and for, the periods present
this report;

4. The small business issugther certifying officer and | are responsible éstablishing and maintaining disclosure conteois
procedures (as defined in Exchange Act Rules 18ayHnd 15d-15(e)) for the small business issudrhave:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedores designed unc
our supervision, to ensure that material infornratielating to the small business issuer, includtegconsolidated subsidiaries
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared,;

b) Evaluated the effectiveness of the small busingsuers disclosure controls and procedures and presémtibis repor
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endeopériod covered by this rep
based on such evaluation; and

c) Disclosed in this report any change in the srballiness issues’internal control over financial reporting thaicomec
during the small business issiemost recent fiscal quarter that has materiafiycédd, or is reasonably likely to materially atfebe
small business issuer’s internal control over frahreporting; and

5. The small business issuelther certifying officer and | have disclosedsdxh on our most recent evaluation of internal «d
over financial reporting, to the small businessiéss auditors and the audit committee of the sinafliness issues’board of directors (
persons performing the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal cordwar financial reportin
which are reasonably likely to adversely affect sheall business issusrability to record, process, summarize and refiaaincia
information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the sme
business issuer’s internal control over financéglarting.

Dated: November 12, 2008

[sIGregory King

Gregory King

Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2
Rule 13a-14(a) Certifications of Executive Vice Psadent of Finance
I, David Elliott, certify that:
1. I have reviewed this quarterly report on ForraQd 0f Elcom International, Inc.;

2. Based on my knowledge, this report does notaiordny untrue statement of a material fact or cimistate a material fe
necessary to make the statements made, in ligthteofircumstances under which such statements mvade, not misleading with respec
the period covered by this report;

3. Based on my knowledge, the financial statemeants, other financial information included in thisport, fairly present in ¢
material respects the financial condition, resofteperations and cash flows of the small busimesser as of, and for, the periods present
this report;

4. The small business issugther certifying officer and | are responsible éstablishing and maintaining disclosure conteois
procedures (as defined in Exchange Act Rules 18ayHnd 15d-15(e)) for the small business issudrhave:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedores designed unc
our supervision, to ensure that material infornratielating to the small business issuer, includtegconsolidated subsidiaries
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared,;

b) Evaluated the effectiveness of the small busingsuers disclosure controls and procedures and presémtibis repor
our conclusions about the effectiveness of thelaisce controls and procedures, as of the endeopériod covered by this rep
based on such evaluation; and

c) Disclosed in this report any change in the srballiness issues’internal control over financial reporting thaicomec
during the small business issiemost recent fiscal quarter that has materiafiycédd, or is reasonably likely to materially atfebe
small business issuer’s internal control over frahreporting; and

5. The small business issuelther certifying officer and | have disclosedsdxh on our most recent evaluation of internal «d
over financial reporting, to the small businessiéss auditors and the audit committee of the sinafliness issues’board of directors (
persons performing the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal cordwar financial reportin
which are reasonably likely to adversely affect sheall business issusrability to record, process, summarize and refiaaincia
information; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the sme
business issuer’s internal control over financéglarting.

Dated: November 12, 2008

/s/ David Elliott

David Elliott

Executive Vice President of Finance
(Principal Financial and Accounting Officer)




Exhibit 32.1
Certification

Pursuant to 18 U.S.C. Section 1350, the undersigiicer of Elcom International, Inc., a Delawarerpgoration (th
“Company”), does hereby certify that the Compar@isarterly Report on Form 10-Q for the quarter endi@te 30, 2008 (the “Form 10-R”
fully complies with the requirements of Sectiond)3¢r 15(d), as applicable, of the Securities ErgleaAct of 1934, as amended, and tha

information contained in the Form 1D-fairly presents, in all material respects, theaficial condition and results of operations of
Company as of, and for, the periods presentedeif-trm 10-Q.

Dated: November 12, 2008 [sIGregory King
Gregory King
Chief Executive Officer
(Principal Executive Officer)

The forgoing certification is being furnis hed dplpursuant to 18 U.S.C. Section 1350 and is notdgfled as part of the Form 10-QSB or as
a separate disclosure document.




Exhibit 32.2

Certification

Pursuant to 18 U.S.C. Section 1350, the undersigifider of Elcom International, Inc., a Delawarergoration (th
“Company”), does hereby certify that the Compar@isarterly Report on Form 10-Q for the quarter endigte 30, 2008 (the “Form 10-R”
fully complies with the requirements of Sectiond)3¢r 15(d), as applicable, of the Securities ErgleaAct of 1934, as amended, and tha
information contained in the Form 1D-fairly presents, in all material respects, theaficial condition and results of operations of
Company as of, and for, the periods presentedeif-trm 10-Q.

Dated: November 12, 2008 /s/ David Elliott
David Elliott
Executive Vice President of Finance
(Principal Financial and Accounting Officer)

The forgoing certification is being furnished sglpursuant to 18 U.S.C. Section 1350 and is natdéied as part of the Form 10-Q or as a
separate disclosure document.




