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

FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended: March 31, 2011
OR
O 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: 333-162168

InspireMD, Inc.

(Exact name of registrant as specified in its @rart

Delaware 26-212383¢
(State or other jurisdiction « (LR.S. Employe
incorporation or organizatiol Identification No.)

3 Menorat Hamaor St.
Tel Aviv, Israel 67448
(Address of principal executive offices)
(Zip Code)

972-3-691-7691
(Registrant’s telephone number, including area fode

Indicate by check mark whether registrant (1) filasl &ll reports required to be filed by Sectiondt3L5(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 dayssX¥l No O

Indicate by check mark whether the registrant liéssnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted fumtsto Rule 405 of Regulation S-T (8232.405 of dtiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). Yés No O

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See definitions of “large acceleratedfifaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.

Large accelerated file™ Accelerated fileO
Non-accelerated file Smaller reporting comparlxl
(Do not check if a smaller reporting compa
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). Yedd No

The number of shares of the registrant’'s commocks$0.001 par value, outstanding as of May 16, 2641104,001
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PART | - FINANCIAL INFORMATION

ltem 1. Financial Statements

INSPIREMD, INC. (formerly Saguaro Resources, Inc.

Condensed Consolidated Balance Sheets (Unaudite
As of March 31, 2011

U.S. Dollars in thousanc March 31, December 31
2011 2010

Assets

Current Assets

Cash and Cash Equivale $ 9,61t % 63€
Restricted Cas 34z 25C
Accounts Receivabl
Trade 482 852
Other 85 75
Prepaid Expense 29 3
Inventory
On hanc 1,332 1,70¢
On consignmer 331 371
Total Current Assets 12,21¢ 3,891
Property, Plant and Equipment, net of accumulated depreciation and amortize 302 282
Non-Current Assets
Deferred debt issuance co 12 15
Fund in respect of employee right upon retiren 18¢ 167
Total Non-Current Assets 201 182
Total Assets $ 12,72 % 4 35¢

Liabilities and Equity (Capital Deficiency)

Current Liabilities

Current maturities of lor-term loans $ 351 % 35¢
Accounts payable and accru
Trade 47( 1,10z
Other 1,95¢ 1,50¢
Advanced payment from custom 581 55¢
Loans from shareholde - 20
Deferred revenue 29¢ 39¢
Convertible loans 1,10( -
Total Current Liabilities 4,75¢ 3,944
Long-Term Liabilities
Long term loar - 75
Liability for employees rights upon retireme 237 20¢€
Convertible loan - 1,044
Total Long-Term Liabilities 237 1,32¢

Commitments and Contingenciesnote 9)
Total Liabilities 4,99¢ 5,26¢

Equity (Capital Deficiency)
Common stock, par value $0.0001 per share; 128)00Ghares authorized; 63,120,667 sh
issued and outstanding at March 31, 2011 and 488&3hares issued and outstanding at Dece

31, 201C 6 5
Additional paic-in capital 31,58¢ 21,05%
Accumulated deficit (23,872 (21,976
Total Equity (Capital Deficiency) 7,72¢ (914
Total Liabilities and Equity (Capital Deficiency) $ 12,72 $ 4,35k

The accompanying notes are an integral part of theonsolidated financial statements.






INSPIREMD, INC. (formerly Saguaro Resources, Inc.

Condensed Consolidated Statements of Operations (duadited)

Three Months Ended March 31, 2011 and 2010 and Twed Months Ended December 31, 201

Table of Content

For the Three Months Ended

Twelve Months

U.S. Dollars in thousands except per share March 31, Ended
2011 2010 2010
Revenues $ 1,68¢ $ 2097 $ 4,94¢
Cost of Revenue: 89¢ 1,33 2,69¢
Gross Profit 787 76C 2,25%
Operating Expenses
Research and developmi 343 401 1,33¢
Selling and marketin 42¢ 338 1,23¢
General and administrative 1,18¢ 67C 2,89¢
Total Operating Expenses 1,957 1,40¢ 5,47
Loss From Operations (1,170 (644) (3,219
Financial Expenses, net 71E 70 154
Loss Before Tax Expense (2,885 (714 (3,379
Tax Expenses 1C 15 47
Net Loss $ (1,899) $ (7290 $ (3,420
Net Loss per Share- Basic and Diluter $ (0.03) $ (0.019) % (0.07)
Weighted-Average Number of Ordinary Shares Used in Computind\Net
Loss per Share Basic and Diluted 50,798,90 48,595,24 49,234,52

The accompanying notes are an integral part of theonsolidated financial statements.




INSPIREMD, INC. (formerly Saguaro Resources, Inc.

Consolidated Statements of Changes in Equity (Capait Deficiency) (Unaudited)
Three Months Ended March 31, 2011 and 2010 and Twed Months Ended December 31, 201

Table of Content

U.S. Dollars in thousands

Balance At January 1, 2011
Changes During Three Months Ended March 31, 2011:
Net loss
Employee and non-employee share-based compensatio
expense:
Issuance of ordinary shares, net of $50 issuansts
Issuance of share capital and warrants, net of/§2gsuanc
costs.
Conversion of convertible loan

Balance At March 31, 2011

Balance At January 1, 2010
Changes During Three Months Ended March 31, 2010:
Net loss
Employee and non-employee share-based compensatio
expense:
Issuance of ordinary shares, net of $6 issuands cos

Balance At March 31, 2010

Balance At January 1, 2010
Changes During Twelve Months Ended December 31, 201
Net loss
Employee and non-employee share-based compensatio
expense:
Issuance of warrants, net of $23 issuance ¢
Issuance of ordinary shares, net of $97 issuansts co

Balance At December 31, 2010

* Represents an amount less than $1,000

The accompanying notes are an integral part of theonsolidated financial statements.

Ordinary shares

Total equity
Number of Additional paid- Accumulated (capital

shares in capital deficit deficiency)
49,863,80 $ $ 21,05 $ (21,97¢) $ (9149)
- - (1,895 (1,895
- 2,18¢ - 2,18¢
802,86t 94C - 94C
12,008,93 6,73¢€ - 6,731
445,06: 66€ - 66€
63,120,66 $ $ 31,58¢ $ (23,87)) $ 7,72¢
48,338,38 $ $ 17,21: $ (18,55¢) $ (1,339
- - (729) (729
- 377 - 377
454,09¢ 552 - 552
48,792 47 $ $ 18,14! $ (19,289  $ (1,139
48,338,38 $ $ 17,212 $ (18,55¢) $ (1,339
- - (3,420 (3,420
- 1,64( - 1,64(
- 424 - 424
1,525,42: $ 1,781 - $ 1,781
49,863,80 $ 3 21,057 $ (21,976 $ (914)




Table of Content

INSPIREMD, INC. (formerly Saguaro Resources, Inc.

Consolidated Statements of Cash Flows (Unaudite:
Three Months Ended March 31, 2011 and 2010 and Twed Months Ended December 31, 201

12 months
3 months endec ended
U.S. Dollars in thousands March 31 December 31
2011 2010 2010

Cash Flows From Operating Activities
Net loss $ (1,895 $ (72¢) $ (3,420
Adjustments required to reconcile net loss to ashased il
operating activities

Depreciation and amortization of property, plard @quipmen 25 28 91
Loss from sale of property, plant and equiprm 15 - -
Change in liability for employees rights upon retirent 25 (4 42
Financial expense 654 34 94
Shar«-based compensation expen 38t 37¢ 1,62(
Gains on amounts funded in respect of employedsighon
retirement, ne 3 2 (12)
Changes in operating asset and liability ite
Decrease (increase) in Prepaid expe (26) (16) 36
Decrease in Trade receivab 37C 982 337
Decrease (increase) in Other receival (18 (29 9
Decrease in Inventory on consignm 40 47t 722
Decrease (increase) in inventory on h 37z 22¢ (75€)
Increase (decrease) in Trade paya (633) (20%) 19¢
Decrease in Deferred revent (200 (2,699 (2,577
Increase (decrease) in Other pay:
and advance payment from customers 42¢ 54E (92)
Net cash used in operating activit (367) (17) (2,710
Cash Flows from Investing Activities
Decrease (increase) in restricted c (92 43 52
Purchase of property, plant and equiprn (28) (35) (812)
Proceeds from sale of property, plant and equip! 29 - -
Amounts funded in respect of employee rights uminement, net (11 23 (17)
Net cash provided by (used in) investing activi (102) 31 (46)
Cash Flows from Financing Activities
Proceeds from issuance of shares and warrantsf igstuance cos! 9,46¢ 554 2,24¢
Convertible Loar 10C - -
Repayment of long term loz (94) - (281)

Proceeds from convertible loan at fair value thfopepfit or lossnet of

$60 issuance cos - - 1,07:
Repayment of loans from sharehold (20) - -
Net cash provided by financing activities 9,454 554 3,03

Effect of Exchange Rate Changes on Cash and Cash lgalents (12) (4) (22)
Increase (Decrease) in Cash and Cash Equivaler 8,97¢ 564 26C
Balance of Cash and Cash Equivalents at Beginnind the Period 63€ 37¢€ 37€
Balance of Cash and Cash Equivalents at End of threeriod $ 9,61t % 94C % 63€

(*) During the period, convertible loans in the ambof $668,000 were converted into shares of comstock of the Company.

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE THREE MONTHS ENDED MARCH 31, 2011

NOTE 1 - DESCRIPTION OF BUSINESS

InspireMD, Inc., formerly Saguaro Resources, Iftbe “Company”)a public company, is a Delaware corporation forrmedrebruan
29, 2008. On March 28, 2011, the Company chantgethime to InspireMD, Inc.

InspireMD Ltd. is a limited company incorporateddenthe laws of the State of Israel in April 200Bn December 29, 2010, the
Company entered into a Share Exchange AgreementEttthange Agreement”) by and among the CompandylrspireMD Ltd., a private
Israeli company. Subsequent to the date of exaewti the Exchange Agreement, shareholders of felsiy, Ltd., holding 91.7% of
InspireMD Ltd.’s issued and outstanding ordinargirels, executed a joinder to the Exchange Agreeamehbecame parties thereto (the
“InspireMD Shareholders”). Pursuant to the ExcleaAgreement, on March 31, 2011, the InspireMD Shalters transferred all of their
ordinary shares in InspireMD Ltd. to the Compangxechange for 46,471,907 newly issued shares oframmstock of the Company (the
“Initial Share Exchange”). In addition, the remiagholders of InspireMD Ltd.’s ordinary shares aegtely transferred all of their ordinary
shares of InspireMD Ltd. to the Company, in excleafty an aggregate of 4,194,756 newly issued stedresmmon stock of the Company (
“Follow Up Share Exchange” and, together with thigéidl Share Exchange, the “Share Exchange”). Assalt of the Share Exchange,
InspireMD Ltd. became a wholly owned subsidiarytef Company.

The Share Exchange is being accounted for as aseevecapitalization, equivalent to the issuancgt@tk by InspireMD Ltd., for the
net monetary assets of the Company. Accordingly historical financial statements of the Compagflect the historical operations and
financial statements of InspireMD Ltd.

The Company, together with its subsidiaries, isealical device company focusing on the developmedtcammercialization of its
proprietary stent platform technology, MGuard™. &#Bd™ provides embolic protection in stenting pchaes by placing a micron mesh
sleeve over a stent. The Company’s initial prosiace marketed for use in patients with acute asosyndromes, notably acute myocardial
infarction (heart attack) and saphenous vein g@fbnary interventions (bypass surgery). The Compaarkets its products through
distributers in international markets, mainly inrgpe and Latin America.

In addition, the Company operates in Germany thindtggwholly-owned subsidiary InspireMD GmbH, a @an limited liability
company incorporated in November 2007, where thag2omy subcontracts the manufacturing of its stents.

The Company believes that is has sufficient cagiotdinue its operations into 2012. However, deljanon the operating results in
2011, the Company may need to obtain additiondl 0a2012 to continue to fund operations.

NOTE 2 - BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements have been prepared on the lsasieas the annual
consolidated financial statements. In the opiibmanagement, the financial statements refleaddjlistments, which include only normal
recurring adjustments, necessary to present fiidyfinancial position and results of operationshef Company. These consolidated financial
statements and notes thereto are unaudited anttdb®uead in conjunction with the InspireMD Ltddadited financial statements for the year
ended December 31, 2010. The balance sheet fanbesr 31, 2010 was derived from the Company's edifihancial statements for the year
ended December 31, 2010. The results of operatisrthe three months ended March 31, 2011 are@ctssarily indicative of results that
could be expected for the entire fiscal year.

NOTE 3 - RECENTLY ADOPTED AND ISSUED ACCOUNTING PRO NOUNCEMENTS

In October 2009, the FASB issued amendments ta¢beunting and disclosure for revenue recognitibhese amendments, effective
for fiscal years beginning on or after June 15,@@arly adoption is permitted), modify the crigefor recognizing revenue in multiple element
arrangements and require companies to developtast@sate of the selling price to separate detibbs and allocate arrangement
consideration using the relative selling price mdth Additionally, the amendments eliminate thedeal method for allocating arrangement
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NOTE 3 - RECENTLY ADOPTED AND ISSUED ACCOUNTING PRO NOUNCEMENTS, continued
considerations. The adoption of the new guidandedt have a material impact on the Company'sadaeted financial statements.

In January 2010, the FASB updated the “Fair Valieablirements Disclosures.” More specifically, tigdate will require (a) an
entity to disclose separately the amounts of siggnift transfers in and out of Levels 1 and 2 falue measurements and to describe the reasor
for the transfers; and (b) information about pusds sales, issuances and settlements to be meseparately (i.e. present the activity on a
gross basis rather than net) in the reconciligfiiorair value measurements using significant ueobable inputs (Level 3 inputs). This update
clarifies existing disclosure requirements for lvel of disaggregation used for classes of assetdiabilities measured at fair value, and
require disclosures about the valuation technigunekinputs used to measure fair value for bothrraxyand nonrecurring fair value
measurements using Level 2 and Level 3 inputss Bacame effective as of the first interim or ahmegporting period beginning after
December 15, 2009, except for the gross presentafithe Level 3 roll forward information, whichiiequired for annual reporting periods
beginning after December 15, 2010 and for integporting periods within those years. The adoptibtihe new guidance did not have a
material impact on the Company's consolidated firdrstatements.

NOTE 4 - FACTORING OF RECEIVABLES

During the three month period ended March 31, 2€H4 Company entered into a factoring agreemeft avitertain banking
institution on a non-recourse basis. The factodhgade receivables under this agreement is ateduor as a sale. Under the terms of this
factoring agreement, the Company transfers owneisheligible trade receivables without recours¢hi banking institution in exchange for
cash. Proceeds on the transfer reflect the falce wd the account less a discount. The discauirggorded to “financial expenses - net” within
the Condensed Consolidated Statements of Operations

The receivables sold pursuant to this factoringagrent are excluded from trade receivables on timeléhsed Consolidated Balance
Sheets and are reflected as cash provided by apgeattivities on the Condensed Consolidated Statesnof Cash Flows. The banking
institution has no recourse to the Company’s ageefsilure of debtors to pay when due.

The related commissions on the sales of tradevallgis sold under these factoring agreements wergded to “financial expenses -
net” within the Condensed Consolidated Statemein@perations.

NOTE 5 - CERTAIN TRANSACTIONS

During the first quarter of 2011 and prior to tHea8 Exchange, the Company raised approximatel®,$99 and issued
approximately 803,000 ordinary shares through peiydacements.

During the first quarter of 2011 and prior to tHea& Exchange, the Company granted 600,294 stdanspo employees and
consultants at a cash exercise price of $1.23I@es The options had terms of four to ten years.

On January 4, 2011, the Company entered into asctihke loan agreement with its distributer in Eréhe “Lender”), in the amount
of $100,000 subject to the following conditions:

« the convertible loan does not bear annual interest;

« in the event of a share exchange or similar traisadhe Lender shall have, at its sole discrettba option to
convert the loan into either (i) shares of the Canys common stock at a price of $1.23 per shd@ &3 relates
to Inspire MD), or (ii) the Company's product girice of 400 euro per unit (which represents theketgprice for
the Lender)

« in the event that the Company does not close a& sharhange or similar transaction by June 1, 2l ende
shall have the right to extend the loan and itsi$eior up to additional 6 months (as noted in dotke Share
Exchange was closed on March 31, 2011);

« in no event shall the loan be repaid by the Comg

Subsequent to the consummation of the Share Exehamgarch 31, 2011, the Lender notified the Companigiintention to conve
the loan in the amount of $100,000 into sharei®@ompany’s common stock. The conversion is @rgdo occur during the second quarter
of 2011.
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NOTE 5 - CERTAIN TRANSACTIONS, continued
In March 2011, the Company granted a new fixed ¢ie$40,000 to Bank Mizrahi.

Pursuant to the Share Exchange described in Nabme, the Company assumed all of InspireMD ktdbligations under InspireM
Ltd.’s outstanding stock options. Immediately ptimthe Share Exchange, InspireMD Ltd. had outiitepstock options to purchase an
aggregate of 937,256 shares of its ordinary shargish outstanding options became options to pwselsn aggregate of 7,606,770 shares of
common stock of the Company after giving effecthis Share Exchange. In addition, three-year westanpurchase up to 125,000 ordinary
shares of InspireMD at an exercise price of $10spere were assumed by the Company and convettedanrants to purchase 1,014,500
shares of the Company’s common stock at an exepcise of $1.23 per share.

In connection with the closing of the Share Exclegrige Company sold 6,454,002 shares of its constawk at a purchase price of
$1.50 per share and five-year warrants to purchpde 3,226,999 shares of common stock at an eseeprice of $1.80 per share in a private
placement to accredited investors (the “Privateéteent”). As part of the Private Placement, cefailders of the 8% convertible debentures,
in an aggregate principal amount of $1,580,000 ‘@r&lge Notes”), surrendered $667,596 of outstagdrincipal and interest due under such
Bridge Notes in exchange for 445,064 shares of comstock and warrants to purchase an aggregatsg522 shares of common stock (the
“Debt Conversions”). The number of shares of commsimck and warrants issued in connection withltabt Conversions are included in the
aggregate figures for the Private Placement. Assalt, the Company received aggregate cash prooé&@013,404 in the Private
Placement. In addition, as a result of the Debive@ecsions, there was $1,000,00Quapaid principal outstanding under the Bridge Notdsich
notes were assumed by the Company with the matlaity being extended to May 15, 2011.

In connection with the Private Placement, the Camggaaid placement agent fees of approximately $8lDand issued a five-year
warrant to purchase 373,740 shares of our comnuoahk,sat an initial exercise price of $1.80 per sharhe fair value of the warrant is
$212,000.

In connection with the Share Exchange, the Compdsty entered into a stock escrow agreement witlaicestockholders, pursuant to
which these stockholders deposited 1,500,000 slodigmmmon stock held by them into escrow, whicareh shall be released to the Company
for cancellation or surrender to an entity desigddty the Company should the Company record att $8d#smillion in consolidated revenue, as
certified by the Company’s independent auditorsirduthe first 12 months following the closing bkt Private Placement, yet fail, after a good
faith effort, to have the Company’s common stocgraped for listing on a national securities exchar@n the other hand, should the
Company fail to record at least $10 million in colidated revenue during the first 12 months follegvthe closing of the Private Placement or
have its common stock listed on a national se@srigxchange within 12 months following the closinghe Private Placement, these escrowed
shares shall be released back to the stockholders.

The shares of the Company’s common stock issuditetinspireMD Shareholders in connection with thar® Exchange and the
shares of common stock issued to the investotsaiiPtivate Placement were not registered undesé¢loarities Act of 1933, as
amended. These securities may not be offeredidiirsthe U.S. absent registration or an applicaxemption from the registration
requirements. Certificates representing theseesh@ontain a legend stating the restrictions agplécto such shares.

On February 20, 2011, the Company have receivad preruling from the Israeli tax authorities accorditgsection 103 of the Isra
tax law, with regards to the share exchange oCivapany's shares and options. According to th@tesuling, the shares and options
exchange will not resolve immediate tax event ffier Company's shareholders, but a deferred tax em@bject to certain conditions as
stipulated in the tax pre-ruling. The main coraditdf the tax pre-ruling is a restriction on thekanged shares for two years from December
31, 2010 for share holders holding over of 5%.

During the first quarter of 2011, the Company eslento investor relations consulting agreemets {Consulting Agreements”)
with investor relationship companies (the “Advisdte provide financial advisory services and othrerestment banking services. Pursuant to
the Consulting Agreements, in addition to a monfhby, the Company will issue to the Advisors:

« aone-year warrant to purchase 81,161 shares ahoonstock of the Company at an exercise price d3fer
share, valued at $21,0C

« 50,000 restricted shares of the Comf's common stock, valued at $62,000; :

« afive-year warrant to purchase 50,000 sharesmfmon stock of the Company at an exercise pricelddGper
share, valued at $30,0(

The Company recorded share-based compensationsgeh$113,000 related to these issuances.
On March 31, 2011, the Company issued certain dtamgs three-year warrants to purchase up to areggte of 2,500,000 shares of
common stock at an exercise price of $1.50 peresimaconsideration for consulting services, whidrrants have a fair value of
$1,500,000. The expenses related to the issudribe warrants are recorded in equity as an issiaast.
NOTE 6 - FAIR VALUE MEASUREMENT
The Company measures fair value and disclosesdhaie measurements for financial assets and liegsili Fair value is based on the

price that would be received to sell an asset @t feetransfer a liability in an orderly transactibetween market participants at the
measurement date.



The accounting standard establishes a fair valeiaithy that prioritizes observable and unobseevidguts used to measure fair ve
into three broad levels, which are described below:

Level 1:Quoted prices (unadjusted) in active markets tteahacessible at the measurement date for assébibities. The fair value
hierarchy gives the highest priority to Level 1titg

Level 2: Observable prices that are based on inputs noedumt active markets, but corroborated by markit.

Level 3:Unobservable inputs are used when little or no etadita is available. The fair value hierarchy githee lowest priority ti
Level 3 inputs
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NOTE 6 - FAIR VALUE MEASUREMENT, continued

In determining fair value, the Company utilizesuatlon techniques that maximize the use of obséaviaputs and minimize the use
of unobservable inputs to the extent possible amsiders counterparty credit risk in its assessroefdir value.

Convertible loan recorded at fair value of $1,04408December 31, 2010, then subsequently remehsatifair value with the increa
in fair value of $624 included in the profit or foas of March 31, 2011. This security is measutédiavalue on a recurring basis and classi
in the "Significant Unobservable inputs (Level 8tegory.

The carrying amounts of cash and cash equivalaot®unts receivable, accounts payable and othanexttiabilities approximate
their fair value either because these amountsrasepted at fair value or due to the relativelyrsterm maturities of such instruments. The
carrying amount of the Company’s other financiagdgerm assets and other financial long-term litded approximate their fair value.

NOTE 7 - INVENTORY

Inventories consist of the followin As of
March 31, December 31
2011 2010
(% in thousands)

Finished good $ 45¢ $ 957
Work in proces:! 76¢ 573
Raw materials and supplies 10E 174
Total $ 1,332 $ 1,704

NOTE 8 - RELATED PARTIES TRANSACTIONS

In July 2010, the Company’s board of directors appd new employment agreements for the Compangsident and CEO. The
agreements were approved at the Company’s shasBotteeting in March 2011, and are effective fropmilAL, 2011.

NOTE 9 - COMMITMENTS AND CONTINGENT LIABILITIES
Commitments

In March 2010, the Company entered into a licemgeament to use a stent design (“MGuard Primelsiant to the agreement, the
licensor is entitled to receive royalty payment§ @ of net sales outside the United States andidi@s within the United States, royalty
payments as follows: 7% of net sales for the $6€2,000,000 of net sales and 10% of net salesdiosales exceeding $10,000,000. The
Company began manufacturing the MGuard Prime dutiadast quarter of 2010 and began selling the M@ ®rime in the first quarter of
2011.

Litigation

The Company is a party to various claims arisinthordinary course of its operations in the aggte amount of $1,030,000. The
Company has not recorded an expense related togggnraconnection with these matters because mar@adebased upon the opinion of its
legal counsel, is of the opinion that the ultimagsolution of these claims will not have a mategféct on the financial position of the
Company, its result of operations and cash flows.

In March 2009, a service provider submitted a clagainst the Company in the amount of $150,008erMagistrate’s Court in Tel
Aviv, claiming a success fee for assistance intiaggootential investors and lenders with respect toan agreement entered into with a
bank. On April 11, 2011, the Company received @ttauling directing the Company to pay the senpeevider an amount of $105,000. The
Company has recorded a provision of $105,000 iditfaecial statements in 2011. The related expbasebeen recorded to “General and
administrative” within the Condensed Consolidatéatednents of Operations.
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NOTE 9 - COMMITMENTS AND CONTINGENT LIABILITIES, co ntinued

In November 2010, a former senior employee a clRibmitted a claim against the Company in the @abunt of $430,000 and
options to purchase 2,029,025 shares of the Comgiaauy exercise price of $0.001 per share in thgidfimte’s Court in Tel Aviv, claiming
unpaid back wages and commissions. The Compangdhgson the opinion of its legal counsel, has @edr provision of $20,000 in the
financial statements.

In November 2010, a former founder and legal adviéthe Company submitted a claim against the Gaomggdor options to purchase
496,056 shares of the Company at an exercise pfi$8.001 per share in the Magistrate’'s Court ihAwev. The Company, based upon the
opinion of its legal counsel, has recorded a shaed compensation expense of $134,000 allocatee tear ended December 31, 2006.

In November 2010, a former legal advisor of the @any submitted a claim against the Company in theuat of $53,000 in the
Magistrate’s Court in Tel Aviv, claiming a breachterms of employment. The Company, based upompiEon of its legal counsel has
recorded a provision of $53,000 allocated to ther yended December 31, 2006.

In February 2011, a finder submitted a claim agaims Company in the amount of $327,000 in the Miagie's Court in Tel Aviv,
claiming a future success fee and commission feistsce in finding the Company's distributer imBk The Company, based upon the
opinion of its legal counsel, has recorded a promisf $327,000 in the financial statements in 20The related expense has been recorded to
“General and administrative” within the Condensexhéblidated Statements of Operations.

NOTE 10 - TAXES ON INCOME

Amendment of the Law for the Encouragement of @lpivestments, 1959

The Law for Encouragement of Capital Investmer@®9l(the “Law”) was amended as part of the Econdpaiicy Law for the years
2011-2012, which was passed in the Knesset (thellgrarliament) on December 29, 2010 (the “Amemti)e The Amendment became
effective January 1, 2011.

The Amendment sets alternative benefit tracks dgelturrently in place under the provisions ofltae, as follows: an investment
grants track designed for enterprises located iomal development zone A and two new tax bendfitsks (preferred enterprise and a special
preferred enterprise), which provide for applicataf a unified tax rate to all preferred incomeaafompany, as defined in the amendment.

The tax rates at company level, under the Law:

Years National Development Zone A Other Areas in Israel

“Preferred Enterpri”

2011-2012 10% 15%
2012014 7% 12.5%
2105 and thereafte 6% 12%

“Special Preferred Enterpr”
2011 and thereafte 5% 8%

The benefits granted to the preferred enterprisédeunlimited in time, unlike the benefits gradtto special preferred enterprises,
which will be limited for a period of 10 years. &benefits shall be granted to companies thatquéllify under criteria set forth in the
Amendment; for the most part, those criteria anglar to the criteria that were set in the law ptmits Amendment.

Under the transitional provisions of the Amendmartpmpany will be allowed to continue and enjay tdx benefits available under
the Law prior to the Amendment until the end of pleeiod of benefits, as defined in the Law. Thmpany will be allowed to set the “year of
election” no later than tax year 2012, provided tha minimum qualifying investment commenced rierighan the end of 2010. On each year
during the period of benefits, the company willdide to opt for application of the Amendment, thgrenaking available to itself the tax rates
set forth above. A company may not revoke it ébactor application of the Amendment.

In accordance with income taxes (Topic 740), thasneement of current and deferred tax liabilitied assets is based on provisions
of the enacted tax law at balance sheet date.eSascat December 31, 2010, the Amendment hadetdtegn “enacted”, as defined in Topic
740, the measurement of the current and deferxes far the year ended December 31, 2010 is matth@utitaking into consideration the
Amendment. The Company believes that the adoiithe Amendment does not have an impact on itsaarated financial statements.
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NOTE 11 - ENTITY WIDE DISCLOSURE
The Company operates in one reportable segment.
Revenues by Geographic Area

Revenues are attributed to geographic areas bastha docation of the customers. The following suanmary of revenues by
geographic areas:

3 months endec Year ended
March 31 December 31
2011 2010 2010
($ in thousands)
Israel $ 50 - 3 11¢
India 1,08: - -
Poland 55 1,37(C 1,44¢
Other 49¢ 727 3,38¢
$ 1,68 $ 2097 $ 4,94¢
Revenues by Principal Customers
3 months endec Year ended
March 31 December 31
2011 2010 2010
($ in thousands)
Customer A 64% - -
Customer E 3% 65% 29%

All tangible long lived assets are located in Ikrae
NOTE 12 - SUBSEQUENT EVENTS:

On April 18, 2011, the Company issued 666,667 shafés common stock and five-year warrants tapase 333,333 shares of the
Company’s common stock at an exercise price of(bfie8 share, for an aggregate purchase price 608000 in a private placement.

On April 18, 2011, the Company issued 283,334 shaféts common stock and five-year term warraotgurchase 141,667 shares of
the Company’s common stock at an exercise pri&l @0 per share, for an aggregate purchase prig42%,000 in a private placement.

In connection with the above-referenced transastitie Company paid placement agent fees of appeigly $471,000 and five-year
term warrants to purchase 57,000 shares of thepg@onyncommon stock at an initial exercise price B8 per share.

On April 21, 2011, the Company issued 33,333 shafrés common stock, and five-year term warraotpurchase 16,667 shares of
the Company’s common stock at an exercise pri¢l @0 per share, for an aggregate purchase pri$8®000 in a private placement.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our finahcondition and results of operations should kad in conjunction with the
accompanying condensed consolidated financial statgs and related notes included elsewhere inQuisrterly Report on Form 10-Q.

Unless the context requires otherwise, referencélis Form 10-Q to the “Company,” “InspireMD,” “wg “our” and “us” for
periods prior to the closing of the share exchaogeMarch 31, 2011 refer to InspireMD Ltd., a prigbt held Israeli limited company that
now our wholly-owned subsidiary, and referenceth&é“Company,” “InspireMD,” “we,” “our” and “us” fo r periods subsequent to the
closing of the share exchange on March 31, 201féy te InspireMD, Inc., a Delaware corporation, aitd subsidiaries.

Forward-Looking Statements

This Form 10-Q contains “forward-looking stateménighich include information relating to future ews, future financial
performance, strategies, expectations, competinéronment and regulation. Words such as “mayhbtdd,” “could,” “would,” “predicts,”
“potential,” “continue,” “expects,” “anticipates;future,” “intends,” “plans,” “believes,” “estimage” and similar expressions, as well as
statements in future tense, identify forward-logkgtatements. Forward-looking statements shoulth@oead as a guarantee of future
performance or results and will probably not beuaate indications of when such performance or tesull be achieved. Forward-looking
statements are based on information we have witese thtatements are made or our management'’s gitlothédief as of that time with respect
to future events, and are subject to risks andnteniogies that could cause actual performance sulteto differ materially from those expres
in or suggested by the forward-looking statemdmgortant factors that could cause such differefreside, but are not limited to:

« adverse economic conditions and/or intense conngoetit

« loss of a key customer or suppli

« entry of new competitors and produc

- adverse federal, state and local government ragnlah the United States, Europe or Israel;
« inadequate capita

« technological obsolescence of our products;

« technical problems with our research and prodt

« price increases for supplies and components;

« inability to carry out research, development anchicercialization plans

« loss or retirement of key executives and reseasigmtists and other specific risks; and

« the uncertainty regarding the adequacy of our ditjyiito pursue our complete business objectives.

When considering our forward-looking statementgpkim mind the risk factors included in our CurrBeiport on Form 8-K filed with
the Securities and Exchange Commission on Ap2i0d.1.

Overview

On December 29, 2010, the Company entered intamse3txchange Agreement (the “Exchange Agreemegtdrid among the
Company and InspireMD Ltd., a private Israeli compaSubsequent to the date of execution of then&xge Agreement, shareholders of
InspireMD, Ltd., holding 91.7% of InspireMD Ltd.issued and outstanding ordinary shares, execytgdder to the Exchange Agreement and
became parties thereto (the “InspireMD SharehollefBursuant to the Exchange Agreement, on Madgi2811, the InspireMD Shareholders
transferred all of their ordinary shares in InspifeLtd. to the Company in exchange for 46,471,98Wly issued shares of common stock of
the Company (the “Initial Share Exchange”). Initidd, the remaining holders of InspireMD Ltd.0rdinary shares separately transferred ¢
their ordinary shares of InspireMD Ltd. to the Camp, in exchange for an aggregate of 4,194,756ynmsslied shares of common stock of the
Company (the “Follow Up Share Exchange” and, togettith the Initial Share Exchange, the “Share Bxge”). As a result of the Share
Exchange, InspireMD Ltd. became a wholly owned glisy of the Company, and the Company succeedéuketbusiness of InspireMD Ltd.
as its sole line of business.. In connection wWith Share Exchange, the Company’s sole officegnesi and was replaced by designees of
InspireMD Ltd. In addition, in connection with tishare Exchange, the Company’s sole director redigmd was replaced by designees of
InspireMD Ltd.
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The Share Exchange is being accounted for as eseevecapitalization, equivalent to the issuancgtadk by InspireMD Ltd., for the
net monetary assets of the Company. Accordingly historical financial statements of the Compagflect the historical operations and
financial statements of InspireMD Ltd. Operatioeported for periods prior to the Share Exchangetawse of InspireMD Ltd.

The Company, together with its subsidiaries, isealical device company focusing on the developmedtcammercialization of its
proprietary stent platform technology, MGuard™. d#Bd™ provides embolic protection in stenting pchaes by placing a micron mesh
sleeve over a stent. The Company'’s initial proglace marketed for use in patients with acute @mosyndromes, notably acute myocardial
infarction (heart attack) and saphenous vein g@fbnary interventions (bypass surgery).

The Company markets its products through distritsuteinternational markets, mainly in Europe aradih. America.

In addition, the Company operates in Germany thindtggwholly-owned subsidiary InspireMD GmbH, a @an limited liability
company incorporated in November 2007, where thmg2my manufactures its stents by way of a sub-aottr agreement. The Company
currently depends on a single manufacturer.

Critical Accounting Policies
Use of estimates

The preparation of financial statements in confeymiith U.S. GAAP requires management to make edtismand assumptions that
affect the reported amounts of assets and liasligind disclosure of contingent assets and ligsilét the date of the financial statements and
the reported amounts of sales and expenses dhengporting periods. Actual results could diffemfi those estimates.

As applicable to these consolidated financial statgts, the most significant estimates and assungptilate to revenue recognition
including provision for returns, legal contingerscend estimation of the fair value of share-bassdpensation and the convertible loan.

Functional currency

The currency of the primary economic environmenwiich our operations are conducted is the UnitdeS dollar (“$” or
“dollar”). Accordingly, the functional currency ofs and of our subsidiaries is the dollar.

The dollar figures are determined as follows: teantions and balances originally denominated inadslare presented in their original
amounts. Balances in foreign currencies are taéedlinto dollars using historical and current exae rates for non-monetary and monetary
balances, respectively. The resulting translat@ingor losses are recorded as financial inconexjpense, as appropriate. For transactions
reflected in the statements of operations in for@grrencies, the exchange rates at transacti@s da¢ used. Depreciation and changes in
inventories and other changes deriving from non-gtemy items are based on historical exchange rates.

Fair value measurement

Fair value is defined as the price that would leeireed to sell an asset or paid to transfer alitgin an orderly transaction between
market participants at the measurement date.

In determining fair value, we use various valuatigproaches, including market, income and/or qostaaches. Hierarchy for inputs
is used in measuring fair value that maximizesube of observable inputs and minimizes the useobservable inputs by requiring that the
most observable inputs be used when available e®@&kle inputs are inputs that market participardsld use in pricing the asset or liability
developed based on market data obtained from spindependent of us. Unobservable inputs are $niait reflect our assumptions about the
assumptions market participants would use in pgitire asset or liability developed based on théih&smation available in the
circumstances. The hierarchy is broken down inted levels based on the reliability of inputs.
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Concentration of credit risk and allowance for dotfhl accounts

Financial instruments that may potentially subjeto a concentration of credit risk consist ofcassh equivalents and restricted
cash which are deposited in major financial intititus in Germany and Israel, and trade accountsvable. Our trade accounts receivable are
derived from revenues earned from customers fromows counties. We perform ongoing credit evahuragiof our customers’ financial
condition and, generally, require no collaterahirour customers. We also have a credit insuraalieygfor some of our customers. We
maintain an allowance for doubtful accounts redglizdased upon the expected ability to collecitmounts receivable. We review our
allowance for doubtful accounts quarterly by assgsiedividual accounts receivable and all othdahees based on historical collection
experience and an economic risk assessment. dietegmine that a specific customer is unable totiteé&nancial obligations to us, we
provide an allowance for credit losses to redueerditeivable to the amount our management reasohealéves will be collected. To mitigate

risks, we deposit cash and cash equivalents with tiiedit quality financial institutions. Provig®for doubtful debts are netted against
“Accounts receivable-trade.”

Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated alotlver of cost (cost is determined on
a “first-in, first-out” basis) or market value. taspect to inventory on consignment, see “Reveacegnition” below.

Revenue recognition

Revenue is recognized when delivery has occurrdderce of an arrangement exists, title and risicsrawards for the products are
transferred to the customer, collection is reashynassured and when product returns can be reliegdtijnated. When product returns can be
reliably estimated a provision is recorded, basetistorical experience, and deducted from salbe.provision for sales returns and related
costs are included in “Accounts payable and acsru@ther” under “current liabilities”, and “Inveary on consignment”, respectively.

When returns cannot be reliably estimated, botemaes and related direct costs are eliminatedheagroducts are deemed

unsold. Accordingly, both related revenues andscae deferred, and presented under “Deferrechtmg® and “Inventory on consignment”,
respectively.

We recognize revenue net of value added tax (VAT).
Research and development costs

Research and development costs are charged ttateengnt of operations as incurred.

Share-based compensation

Employee option awards are classified as equityrdsvand accounted for using the grant-date fauwevatethod. The fair value of
share-based awards is estimated using the Blacgk&chaluation model, which is expensed over theisite service period, net of estimated
forfeitures. We estimate forfeitures based orohisal experience and anticipated future conditions

We elected to recognize compensation expensedv@rds with only service conditions that have gradesting schedules using the
accelerated multiple option approach.

We account for equity instruments issued to thadypservice providers (non-employees) by recordiregfair value of the options
granted using an option pricing model, at eachntéppperiod, until rewards are vested in full. eléxpense is recognized over the vesting
period using the accelerated multiple option apghnoalhe expense relates to options granted td ffdrty service providers with respect to
successful investor introductions that are recoatetieir fair value in equity, as issuance costs.
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Uncertain tax and vat positions

We follow a two-step approach to recognizing anésneing uncertain tax and VAT positions. The fatglp is to evaluate the tax and
VAT position for recognition by determining if threeight of available evidence indicates that it @renlikely than not that the position will be
sustained on audit. The second step is to meé#setax and VAT benefit as the largest amountithatore than 50% and 75%, respectively,
likely of being realized upon ultimate settlemeBuch liabilities are classified as lotgrm, unless the liability is expected to be resdlwithin
twelve months from the balance sheet date. Oucy to include interest and penalties relatedricecognized tax benefits within financial
expenses.

Results of Operations
Three Months Ended March 31, 2011 Compared to Thteeths Ended March 31, 2010

Revenues For the three months ended March 31, 2011, tetednue decreased 19.6% to $1.7 million from $2illion during the
same period in 2010. The decrease in revenue rirasnly attributable to the recognition of previly recorded deferred revenues in the
quarter of 2010 for which there was no comparableemues in 2011. On a product delivery basis,nséifts increased during the first tt
months of 2011 versus the same period in 2010.

Gross Margin. Our gross margin percentage for the three mostded March 31, 2011 increased to 46.7% of reveragnpared
36.2% during the same period in 2010. The incré@asrir gross margin resulted primarily from highpeicing, more efficient manufacturi
and economies of scale due to the increase in psirad) volumes.

Research and Development Expenger the three months ended March 31, 2011, relsead development expense decreased !
to $0.3 million from $0.4 million during the samerpd in 2010. The decrease in cost resulted pifyn@om lower share based compensa
expenses in the first quarter of 2011 offset bgtftme FDA clinical trial expenses. Research dadelopment expense as a percenta
revenue increased to 20.3% in 2011 from 19.1% 020

Selling and Marketing ExpenseFor the three months ended March 31, 2011 ngedind marketing expense increased 28.5% tc
million from $0.3 million during the same period #010. The increase in cost resulted primarilyrfradditional promotional activiti
worldwide. Selling and marketing expense as agueage of revenue increased to 25.4% in 2011 /8% in 2010.

General and Administrative ExpenseFor the three months ended March 31, 2011, gérmerd administrative expense increi
77.0% to approximately $1.2 million from $0.7 nolti during the same period in 2010. The increas®$t resulted primarily from an incre
in investor related activities and provisions fengding litigation. General and administrative exggas a percentage of revenue increas
70.3% in 2011 from 32.0% in 2010.

Financial Expenses For the three months ended March 31, 2011, fiiahexpense increased to approximately $0.7 milfrom $0.:
million during the same period in 2010. The inse@ expense resulted primarily from approxima$lyé million of additional expense in-
first quarter of 2011 pertaining to the revaluatadrthe convertible loan at fair value. Finan@apense as a percentage of revenue increa
42.4% in 2011, from 3.3% in 2010.

Tax Expenses Tax expense remained relatively flat at $10,@00he three months ended March 31, 2011 as caedp@ar the san
period in 2010. Our expenses for income taxescefirimarily the tax liability due to potentiaktaxposure.

Net Loss Our net loss increased 159.9% to $1.9 milliantti@ three months ended March 31, 2011 from $0lliomduring the sam
period in 2010. The increase in net loss resydtadarily from the increase in financial expensed ather general and administrative expe
in the first quarter of 2011.

Liquidity and Capital Resources

General. At March 31, 2011, we had cash and cash equiteatef approximately $9.6 million, as compared @c6$million at the san
period in 2010. The increase was attributable arily to the private placement that was consummatezbnjunction with the consummat
of the Share Exchange on March 31, 2011. We hasteritally met our cash needs through a combinatib issuance of new shar
borrowing activities and sales. Our cash requirgmare generally for product development, clinicéls, marketing and sales activit
finance and administrative cost, capital expendiwand overall working capital.
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Cash used in our operating activities was approtéipeb0.4 million for the three months ended Ma8dh 2011, and approximat
$17,000 at the same period in 2010. The pringigasons for the decrease in cash flow from operatio 2011 included a $1.9 net loss of
by $0.7 million in the non cash financial expensalated to the revaluation of the convertible loar$0.4 million increase in working cap
and $0.4 million worth of non-cash share-based emation.

Cash used in investing activities was approxima$€lyl. million for the three months ended March&111, and the cash provided
investing activities was approximately $31,000ha same period in 2010. The principal reasonHerdecrease in cash flow from inves
activities was an increase in restricted cash.

Cash flow generated from financing activities wapraximately $9.5 million for the three months ediddarch 31, 2011, and $(
million at the same period in 2010. The principghson for the increase in cash flow from finandangvities during 2011 was the priv
placement conducted in conjunction with the consation of the Share Exchange on March 31, 2011 dmer @rivate equity issuances p
the Share Exchange in the aggregate amount ofr8flibn. The principal reason for the increasec@sh flow from financing activities duri
the same period in 2010 was the issuance of sbams common stock in private placement transastio

As of March 31, 2011, current assets exceeded wuemnt liabilities by 2.6 times. Current assety@ased approximately $8.3 mill
during 2011 mainly due to cash from the privategtaent on March 31, 2011, and current liabilitieréased by $0.8 million during the st
period. As a result, our working capital surplnsreased by approximately $7.5 million to approxgha$7.5 million during the first quarter
2011.

Management of the Company is of the opinion that essult of the consummation of the Share Exchambih occurred on March
31, 2011, the Company has sufficient cash to caatits operations into 2012. However, dependintheroperating results in 2011, the
Company may need to obtain additional cash in 20®ntinue to fund operations.

Credit Facilities. As of March 31, 2011, we had a long term loathi&m amount of approximately $0.4 million bearingerest at tr
three month US$ LIBOR rate plus 4% per annum. [0he is payable in eight quarterly installmentsinyira period of three years beginr
April 2010 and ending on January 2012. Accordimghe loan agreement, in case of an “Exit Traneagtiwe will be required to pay to t
bank an additional $0.25 million if the sum receive a “Liquidity event” or the value of the compaat an “IPO” is higher than $100 million.

Convertible Loan. Prior to March 31, 2011, we had a convertiblanlowith an aggregate principal amount outstandif
approximately $1,580,000 that accrued 8% interEstlowing the consummation of the Share ExchangeMarch 31, 2011, $580,000 p
accrued interest converted into shares of the Cagp@he remaining principle in the amount of $D@DO0 is due on May 15, 2011.

Sales of Stock During the first quarter of 2011, we issued ggragate of 7,256,866 shares of common stock anchmta to purcha:
3,227,000 shares of common stock for gross procefegisproximately $10.7 million.

Off Balance Sheet Arrangements

We have no off-balance sheet transactions, arraagemobligations (including contingent obligatiprar other relationships with
unconsolidated entities or other persons that havmay have, a material effect on our financialditon, changes in financial condition,
revenues or expenses, results of operations, Itguihpital expenditures or capital resources.

Recent Accounting Pronouncements

In October 2009, the FASB issued amendments ta¢beunting and disclosure for revenue recognifidrese amendments, effective
for fiscal years beginning on or after June 15,@@arly adoption is permitted), modify the crigefor recognizing revenue in multiple element
arrangements and require companies to developtast@mate of the selling price to separate dedilbbs and allocate arrangement
consideration using the relative selling price mdthAdditionally, the amendments eliminate thedeal method for allocating arrangement
considerations. The Company does not expect thelatd to have material effect on its consolidatedrfcial statements.
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In January 2010, the FASB updated the “Fair Vallemadtirements Disclosured/ore specifically, this update will require (a) antity
to disclose separately the amounts of significeartsfers in and out of Levels 1 and 2 fair valu@asueements and to describe the reasons for
the transfers; and (b) information about purchas&les, issuances and settlements to be preseqmadhtely (i.e. present the activity on a gross
basis rather than net) in the reconciliation far falue measurements using significant unobseevatguts (Level 3 inputs). This update
clarifies existing disclosure requirements for lvel of disaggregation used for classes of assetdiabilities measured at fair value, and
require disclosures about the valuation technigunekinputs used to measure fair value for bothrrexgiand nonrecurring fair value
measurements using Level 2 and Level 3 inputs. Whidbecome effective as of the first interim armaual reporting period beginning after
December 15, 2009, except for the gross presentafithe Level 3 roll forward information, which fiequired for annual reporting periods
beginning after December 15, 2010 and for integporting periods within those years. The adoptiohe new guidance did not have a
material impact on the Company's consolidated firdrstatements.

ITEM 4. Controls and Procedures
Management’'s Conclusions Regarding Effectiveness Blisclosure Controls and Procedures

As of March 31, 2011, we conducted an evaluatioden the supervision and participation of managenmetuding our chief
executive officer and chief financial officer, tiet effectiveness of our disclosure controls andguiares (as defined in Rule 13a-15(e) and
Rule 15d-15(e) of the Securities Exchange Act &41%s amended). There are inherent limitatiorikeceffectiveness of any system of
disclosure controls and procedures. Accordinghgneeffective disclosure controls and proceduresordy provide reasonable assurance of
achieving their control objectives.

Based upon this evaluation, our chief executiveeeffand chief financial officer concluded that alisclosure controls and procedures
are effective at the reasonable assurance lewa|March 31, 2011.

Changes in Internal Control over Financial Reportirng

There were no changes in our internal control dwancial reporting during the first quarter thaaterially affected, or are reasonably
likely to materially affect, our internal controber financial reporting.

PART Il - OTHER INFORMATION
Iltem 1A. Risk Factors

Investing in our common stock involves a high degrferisk. You should carefully consider the ridkscribed below and the other informat
included or incorporated by reference in this refoefore deciding whether to invest in shares afammmon stock. If any of the following
risks, or any other risks not described below, alijuoccur, it is likely that our business, finaakcondition, and/or operating results could be
materially adversely affected. In such case, tadihg price and market value of our common stamki@ decline and you may lose part or all
of your investment in our common stock. The @sidsuncertainties described below include forwardking statements and our actual results
may differ from those discussed in these forwaatilog statements. You should carefully read amicter these risk factors together with all
of the other information included in this reportdaall information incorporated by reference befg@ decide to purchase shares of our
common stock.

Risks Related to Our Business

Our failure to successfully market, sell, manufagtior distribute our stent products would have a tedal adverse effect on our business
and the value of our business.

We have limited experience marketing, selling, nfacturing or distributing the products we intends#dl, if and when we receive the
regulatory approvals required to do so. Furtheemae will need to substantially increase our maotufring, marketing, sales and distribution
capabilities in order to do so successfully. Isuccessful in any of these activities, our busireskthe value of our securities could be
materially and adversely affected.
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We expect to derive our revenue from sales of ouivard ™ stent products. If we fail to generate revenuerfrdhis source, our results of
operations and the value of our business would batemnially and adversely affected.

We expect our revenue to be generated from salesrdfiGuard™ stent products and other products ag develop. Future sales of
these products, if any, will be subject to comnadrand market uncertainties that are outside onotrob If we fail to generate such revenues,
our results of operations and the value of ourrss and securities could be materially and adiyeasiected.

Market acceptance of our products, and the produeotsany future licensees, is uncertai

Even if our products are developed successfullyaiieve all necessary regulatory approvals, thay mot enjoy commercial
acceptance or success, which would adversely ajfagbotential market share, and our businessnéilahcondition and results of
operations. Several factors could limit the susftdsommercialization of our products, including:

» limited market acceptance or familiarity among @at$, physicians, medical centers and -party purchaser:
« inadequate reimbursement for our products by théndy payors

« our inability to develop a sales force or distriflmstcapable of effectively marketing our produ

- our inability to manufacture and supply a suffitiamount of products to meet market demands; and

« the number, relative effectiveness, and cost ofpeting products that may enter the market.

The foregoing factors could also limit the succaelssbmmercialization by any future licensee of protd incorporating our
technology, which would ultimately affect our resubf operations.

We have a history of net losses and may experidnbgre losses

To date, we have experienced net losses. A sulmtpartion of the expenses associated with ounufecturing facilities are fixed in
nature (i.e., depreciation) and will reduce ourratiag margin until such time, if ever, as we doiedo increase utilization of our capacity
through increased sales of our products. Thecdirrials necessary to support our anticipatedvgravill be expensive and lengthy. In
addition, our strategic plan will require a sigo#it investment in clinical trials, product devetegmt and sales and marketing programs, which
may not result in the accelerated revenue grovahwie anticipate. As a result, there can be norasse that we will ever generate substantial
revenues or sustain profitability.

We have no experience scaling our manufacturing edylity, and if we are unable to increase our proction to meet demand, our business
and results of operations would suffer.

To be successful, we must manufacture productafé€ent quality in sufficient quantities to med¢mand, in compliance with
regulatory requirements, and at an acceptable dusthave no experience in large-scale manufaguand may not be able to develop
commercially viable manufacturing capabilities lcriease our capacity to meet increased demandifonterventional cardiology
products. We will need to expand our productiasilittes for our products if we receive sizeabléens. An important element in the
manufacture of our products will be our abilitysicale our unit volume to meet sales projectionslewhaintaining high product quality. To
date, the application of the mesh sleeve to tha si@s been a manual process. We are dependenSepd-ine LLC for the development of a
process to automate the production of our MGuartEMtproducts. We and any potential licensee nsyencounter manufacturing problems
in relation to the following:

« production yields;

« quality control and assurance;

- availability of third-party components or products;

« shortages of qualified personnel;

« compliance with local and international regulatic

« production and distribution costs; a

« development of advanced manufacturing techniquégascess control:

To the extent we use third-party manufacturersnbereinto manufacturing joint ventures with thirarppes, we cannot be certain that
we will be able to contract with such companiesaoceptable terms, if at all, or that such thirdipamwill satisfy our quality standards or meet
supply requirements on a timely basis, if at all.
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Clinical trials necessary to support a prearket approval application will be lengthy and expsive and will require the enrollment of a lar
number of patients, and suitable patients may b#idilt to identify and recruit. Any such delay diilure of clinical trials could prevent us
from commercializing our stent products, which walinaterially and adversely affect our results ofayptions and the value of oL
business.

Clinical trials necessary to support a pre-markgraval (“PMA”") application to the United Statesdeband Drug Administration
(“FDA") for our MGuard™ stent will be expensive andll require the enrollment of a large number atipnts, and suitable patients may be
difficult to identify and recruit, which may cauaelelay in the development and commercializatioousfproduct candidates. Clinical trials
supporting the PMA applications for the Cypher sterd the Taxus Express2 stent, which are apprbyelde FDA and currently marketed,
involved patient populations of approximately 1,@0@ 1,300, respectively, and a 12-month followpagod. The FDA may require us to
submit data on a greater number of patients oafonger follow-up period than those for the PMAdkgations for the Cypher stent and the
Taxus Express2 stent. Patient enroliment in diniigals and the ability to successfully complptgient follow-up depends on many factors,
including the size of the patient population, tia¢une of the trial protocol, the proximity of patte to clinical sites, the eligibility criteria fone
clinical trial and patient compliance. For examplatients may be discouraged from enrolling indinical trials if the trial protocol requires
them to undergo extensive post-treatment procedurfslow-up to assess the safety and efficacgwfproducts, or they may be persuaded to
participate in contemporaneous clinical trials ofmpetitive products. In addition, patients paptiting in our clinical trials may die before
completion of the trial or suffer adverse medicargs unrelated to or related to our products.aieln patient enroliment or failure of patie
to continue to participate in a clinical trial meguse an increase in costs and delays or reghi¢ ifailure of the clinical trial.

In addition, the length of time required to comelelinical trials for pharmaceutical and medicalide products varies substantially
according to the degree of regulation and the tgpmplexity, novelty and intended use of a prodact can continue for several years and
millions of dollars. The commencement and comptetf clinical trials for our products under dey@ioent may be delayed by many factors,
including governmental or regulatory delays andnges in regulatory requirements, policy and guidedior our inability or the inability of at
potential licensee to manufacture or obtain froirdtparties materials sufficient for use in prewal studies and clinical trials.

Physicians may not widely adopt the MGuard™ stemiess they determine, based on experience, -term clinical data and published peer
reviewed journal articles, that the use of the MGV stent provides a safe and effective alternatigeother existing treatments for
coronary artery disease.

We believe that physicians will not widely adope Guard™ stent unless they determine, based cgriexge, long-term clinical
data and published peer reviewed journal arti¢hest,the use of our MGuard™ stent provides a sadeeffective alternative to other existing
treatments for coronary artery disease, includmicary artery bypass grafting, or CABG, balloogiaplasty, bare-metal stents and other
drug-eluting stents, provided by Johnson & JohnBaston Scientific Corporation, Medtronic Inc., AltbLaboratories, and others.

We cannot provide any assurance that the datectedlédrom our current and planned clinical triaif e sufficient to demonstrate
that the MGuard™ stents are an attractive alteraat other procedures. If we fail to demonsteatfety and efficacy that is at least
comparable to other drug-eluting stents or bareahsténts that have received regulatory approvalthat are available on the market, our
ability to successfully market the MGuard™ stent e significantly limited. Even if the data cetited from clinical studies or clinical
experience indicate positive results, each physigiactual experience with our MGuard™ stent wéllyw. Clinical trials conducted with the
MGuard™ stent have involved procedures performeghysicians who are technically proficient and leigh-volume stent
users. Consequently, both short-term and long-tegults reported in these clinical trials may igmi§icantly more favorable than typical
results of practicing physicians, which could negdy affect rates of adoptions of our productse Wso believe that published peer-reviewed
journal articles and recommendations and suppoitflyential physicians regarding our MGuard™ steiit be important for marke
acceptance and adoption, and we cannot assurdngbwée will receive these recommendations and stippothat supportive articles will be
published.
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Our products are based on a new technology, andharee only limited experience in regulatory affairghich may affect our ability or the
time required to obtain necessary regulatory appatsy if such approvals are received at all.

Because our products are new and long-term suateasures have not been completely validated, regulagencies, including the
FDA, may take a significant amount of time in exaing product approval applications. For examgblere are currently several methods of
measuring restenosis and we do not know whicheasdehmetrics, or combination of these metrics, mélconsidered appropriate by the FDA
evaluating the clinical efficacy of stents. Treatits may exhibit a favorable measure using onkesg metrics and an unfavorable measure
using another metric. Any change in the acceptettios may result in reconfiguration of, and delayour clinical trials. Additionally, we
have only limited experience in filing and proséegtthe applications necessary to gain regulatppr@vals, and our clinical, regulatory and
quality assurance personnel are currently compotedly 30 employees. As a result, we may expegenlong regulatory process in
connection with obtaining regulatory approvalsdar products.

Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply witongoing regulatory requirements, or
we experience unanticipated problems with our preti these products could be subject to restricsiam withdrawal from the market.

Any product for which we obtain marketing approxagng with the manufacturing processes, post-agbinical data and
promotional activities for such product, will bebgect to continual review and periodic inspectibgghe FDA and other regulatory bodies. In
particular, we and our suppliers will be requireddomply with the FDA’s Quality System Regulatid@ER”) for the manufacture of our
MGuard™ stent, which covers the methods and doctatien of the design, testing, production, contepiality assurance, labeling, packag
storage and shipping of any product for which wewbmarketing approval in the United States. FB& enforces the QSR through
unannounced inspections. We and our third-partyufeecturers and suppliers have not yet been insgdxst the FDA and will have to
successfully complete such inspections before weive U.S. regulatory approval for our productsilife by us or one of our suppliers to
comply with statutes and regulations administenethe FDA and other regulatory bodies, or faillwaake adequate response to any
observations, could result in, among other thiaggy, of the following enforcement actions:

« warning letters or untitled letter

» fines and civil penalties

« unanticipated expenditures;

« delays in approving, or refusal to approve, oudputs;

- withdrawal or suspension of approval by the FDAthrer regulatory bodies;
« product recall or seizure;

- orders for physician notification or device repa@placement or refund,
« interruption of production;

- Operating restrictions

« injunctions; anc

» criminal prosecutior

If any of these actions were to occur, it couldnhaur reputation and could cause our product saldgprofitability to
suffer. Furthermore, key component suppliers maycarrently be or may not continue to be in coapdie with applicable regulatory
requirements.

Even if regulatory approval of a product is grantbe approval may be subject to limitations onitttécated uses for which the
product may be marketed. If the FDA determines t¢lva promotional materials, training or other eaitiéés constitutes promotion of an
unapproved use, it could request that we ceasendifyrour training or promotional materials or sedtj us to regulatory enforcement
actions. It is also possible that other fedetakesor foreign enforcement authorities might takgon if they consider our training or other
promotional materials to constitute promotion ofuaxapproved use, which could result in signifidamts or penalties under other statutory
authorities, such as laws prohibiting false claforseimbursement.

Moreover, any modification to a device that hagiesd FDA approval that could significantly affétst safety or effectiveness, or that
would constitute a major change in its intended dsegign or manufacture, requires a new approwvat the FDA. If the FDA disagrees with
any determination by us that new approval is nqtiired, we may be required to cease marketing cedall the modified product until
approval is obtained. In addition, we could alscshbject to significant regulatory fines or peiealt

Additionally, we may be required to conduct cogtbst-market testing and surveillance to monitordafety or efficacy of our
products, and we will be required to report advengents and malfunctions related to our produttger discovery of previously unknown
problems with our products, including unanticipaseiderse events or adverse events of unanticigatestity or frequency, manufacturing
problems, or failure to comply with regulatory régments, such as QSR, may result in restrictionsuzh products or manufacturing
processes, withdrawal of the products from the eftaskoluntary or mandatory recalls, fines, suspEmsi regulatory approvals, product
seizures, injunctions or the imposition of civil@iminal penalties. For example, Boston Scienfforporation has initiated significant recalls
of its stent products due to manufacturing androglo@lity issues associated with the products.
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Further, healthcare laws and regulations may charggeficantly in the future. Any new healthcasasvk or regulations may adversely
affect our business. A review of our businessdayrts or regulatory authorities may result in sedsination that could adversely affect our
operations. In addition, the healthcare regulatmyironment may change in a way that restrictsoparations.

Failure to obtain regulatory approval in foreign jusdictions will prevent us from marketing our pragtts in such jurisdictions.

We intend to market our products in internationarkets. In order to market our products in otloeeifyn jurisdictions, we must
obtain separate regulatory approvals from thosaioed in the United States. The approval procedaries among countries and can involve
additional testing, and the time required to obtgproval may differ from that required to obtaifi ®ark or FDA approval. Foreign
regulatory approval processes may include all efribks associated with obtaining CE Mark or FDArmal in addition to other risks. We
may not obtain foreign regulatory approvals omeety basis, if at all. CE Mark does not ensurerapgl by regulatory authorities in other
countries. We may not be able to file for regulpt@pprovals and may not receive necessary apgdvaommercialize our products in cert
markets.

Regulatory delays or denials may increase our cpstaise us to lose revenue and materially and adedr affect our results of operatior
and the value of our business.

The products we and any potential licensees liceteeelop, manufacture and market are subjectrgptax regulatory requirements,
particularly in the United States, Europe and Adide process of obtaining regulatory approvaisiéoket a medical device, particularly in the
United States, Europe and Japan, can be costltirareconsuming. There can be no assurance thhtapgrovals will be granted on a timely
basis, if at all. Furthermore, there can be narasee of continuing compliance with all regulatoeguirements necessary for the manufacture,
marketing and sale of the products we will offeeacth market where such products are expectedsoltyeor that products we have
commercialized will continue to comply with applita regulatory requirements. If a government regul agency were to conclude that we
were not in compliance with applicable laws or tagans, the agency could institute proceedingsetiain or seize our products, issue a recall,
impose operating restrictions, enjoin future vimas and assess civil and criminal penalties agaissour officers or employees and could
recommend criminal prosecution. Furthermore, r@gu$ may proceed to ban, or request the recplimereplacement or refund of the cost of,
any device manufactured or sold by us. Furtherptbeze can be no assurance that all necessariateguapprovals will be obtained for the
manufacture, marketing and sale in any market pfreaw product developed or that any potential lsgsnwill develop using our licensed
technology.

We operate in an intensely competitive and rapidhanging business environment, and there is a salosial risk our products could
become obsolete or uncompetitive.

The medical device market is highly competitivee Wédmpete with many medical service companiesdrithited States and
internationally in connection with our current puatland products under development. We face catigmetrom numerous pharmaceutical
and biotechnology companies in the therapeutica, agwell as competition from academic institigiagpvernment agencies and research
institutions. When we commercialize our produets,expect to face intense competition from CordispGration, a subsidiary of Johnson &
Johnson; Boston Scientific Corporation; Guidantdienic, Inc.; Abbott Vascular Devices; Terumo, arkers. Most of our current and
potential competitors, including but not limitedttmse listed above, have, and will continue toehaubstantially greater financial,
technological, research and development, regulatodyclinical, manufacturing, marketing and sadéstribution and personnel resources, than
we do. There can be no assurance that we will bafficient resources to successfully commerciabaeproducts, if and when they are
approved for sale. The worldwide market for sf@oeducts is characterized by intensive developre#fotts and rapidly advancing
technology. Our future success will depend larggdgn our ability to anticipate and keep pace withse developments and advances. Curren
or future competitors could develop alternativehteslogies, products or materials that are morectffe, easier to use or more economical 1
what we or any potential licensee develop. Ifteehnologies or products become obsolete or unctitimpe our related product sales and
licensing revenue would decrease. This would lzaweterial adverse effect on our business, findnoiadition and results of operations.
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If we fail to maintain or establish satisfactory agements with suppliers, we may not be able to obtaaterials that are necessary to deve
our products.

We depend on outside suppliers for certain raw rizdée These raw materials or components may Inatyes be available at our
standards or on acceptable terms, if at all, andha be unable to locate alternative suppliersrodgce necessary materials or components or
our own. If we cannot obtain necessary materiatomponents, we may be unable to manufacture ptedd sufficient quality in sufficient
guantities to meet customer needs. We may alsmakle to develop new products and applicationscanduct clinical trials. This would
compromise our ability to obtain necessary regmasmprovals, thereby impairing our ability to erdainto new markets or develop new
products.

Our stents may be subject to certain pricing restidns that could reduce our product revenue.

The successful commercialization of our stents eéélbend, in part, on the extent to which thirdypagimbursement is available from
government health administration authorities, gevaealth care insurers and other health-care fignoliganizations. Some element of price
control over medical devices exists in most majarkets and third party reimbursement is highlyatsle and complex. There is increasing
pressure by governments worldwide to contain hezltle costs by limiting both the coverage and éiellof reimbursement for therapeutic
products and by refusing, in some cases, to pragecoverage for products that have not been apgrby the relevant regulatory
agency. There can be no assurance that healtmestiaiion or third party coverage will allow angtpntial licensee or us to achieve pricing
that provides an appropriate return on such licesisar our investment. If any potential licensa#sfto achieve such pricing, it may de-
emphasize or cease to commercialize our produtitshveould have a material adverse effect on osimass and results of operations.

We may be exposed to product liability claims andurance may not be sufficient to cover these claim

We may be exposed to product liability claims basedhe use of any of our products, or productsriparating our licensed
technology, in clinical trials. We may also be esgd to product liability claims based on the sélany such products following the receipt of
regulatory approval. Product liability claims cdude asserted directly by consumers, heedite providers or others. We have obtained prt
liability insurance coverage; however such insueamay not provide full coverage for our future iai trials, products to be sold, and other
aspects of our business. We also have liabilgytiance for our ongoing clinical trial in Europ@surance coverage is becoming increasingly
expensive and we may not be able to maintain ctio@rerages, or expand our insurance coveragehada future clinical trials or the sale of
products incorporating our licensed technology a@frketing approval is obtained for such products, masonable cost or in sufficient amounts
to protect against losses due to product liabdityt all. A successful product liability claim series of claims brought against us could result
in judgments, fines, damages and liabilities tloatld have a material adverse effect on our busjriessicial condition and results of
operations. We may incur significant expense itigaing and defending these claims, even if theyat result in liability. Moreover, even if
no judgments, fines, damages or liabilities aredsgal on us, our reputation could suffer, which ddwdve a material adverse effect on our
business, financial condition and results of openat

The successful management of operations dependswumability to attract and retain talented personhe

We depend on the expertise of our senior manageamehtesearch personnel, including our chief exeeuwtfficer, Ofir Paz, and
president, Asher Holzer, each of whom would bedliff to replace. The loss of the services of ahgur senior management could
compromise our ability to achieve our objectiv€sirthermore, recruiting and retaining qualifiedgmemel will be crucial to future
success. There can be no assurance that we vébllbdo attract and retain necessary personnatceptable terms given the competition
among medical device, biotechnology, pharmaceuticdlhealthcare companies, universities and nofitpesearch institutions for
experienced management, scientists, researchersades and marketing and manufacturing persorifiele are unable to attract, retain and
motivate our key personnel, our operations mayebpgrdized and our results of operations may benmfly and adversely affected.

We are an international business, and we are exmbtevarious global and local risks that could haaematerial adverse effect on our
financial condition and results of operation:

We operate globally and develop and manufacturduymts in our research and manufacturing facilitlesultiple
countries. Consequently, we face complex legalragdlatory requirements in multiple jurisdictiomghich may expose us to certain financial
and other risks. International sales and operatioe subject to a variety of risks, including:
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. foreign currency exchange rate fluctuations;

« greater difficulty in staffing and managing foreigperations

» greater risk of uncollectible accoun

« longer collection cycles

» logistical and communications challeng

« potential adverse changes in laws and regulat@gtioes, including export license requirementsldraarriers, tariffs and tax law
« changes in labor condition

« burdens and costs of compliance with a varietyooéifyn laws;

« political and economic instability;

« increases in duties and taxation;

« foreign tax laws and potential increased costscataa with overlapping tax structures;
- greater difficulty in protecting intellectual prapg and

« general economic and political conditions in thigseign markets.

International markets are also affected by econgréssure to contain reimbursement levels andhezatlt costs. Profitability from
international operations may be limited by riskd ancertainties related to regional economic caoonl, regulatory and reimbursement
approvals, competing products, infrastructure dgwalent, intellectual property rights protection and ability to implement our overall
business strategy. We expect these risks wilkimee as we pursue our strategy to expand operationsew geographic markets. We may
succeed in developing and implementing effectiviicjgs and strategies in each location where wealaonbusiness. Any failure to do so may
harm our business, results of operations and finhnondition.

We intend to design the protocol of our planned g@igl U.S. clinical trial for our MGuard Prime™ stehbased in part on prior clinical trials
that used different stents. The results of thesmpclinical trials may not be indicative of thelinical results we would obtain for our U.S.
pivotal clinical trial.

We intend to commercialize our technology in theted States in the form of our MGuard Prime™ gteich is a cobalt-
chromium stent covered with a polymer mesh. Weetanly limited clinical data on our MGuard™ Coroparith bio-stable mesh stent, whi
we derived from the MGuard™ Coronary with bio-seablesh study. We intend to design the protocobfmmplanned United States pivotal
clinical trial based on the results of prior cliglidrials. This trial is being designed in largatbased on the results of our MGuard™ Coronary
with bio-stable mesh study.

We have limited manufacturing capabilities and mafaeturing personnel, and if our manufacturing fadiiies are unable to provide an
adequate supply of products, our growth could bmited and our business could be harmed.

We currently manufacture our MGuard™ stent at awilities in Tel Aviv, Israel, and we have contettvith QualiMed, a German
manufacturer, to assist in production. If thereeng disruption to our existing manufacturing fiagilwe would have no other means of
manufacturing our MGuard™ stent until we were ablesstore the manufacturing capability at ourliycor develop alternative
manufacturing facilities. If we were unable to guce sufficient quantities of our MGuard™ stentdse in our current and planned clinical
trials, or if our manufacturing process yields sahdard stents, our development and commerciadizatiforts would be delayed.

We currently have limited resources, facilities axgerience to commercially manufacture our prodactidates. In order to prodt
our MGuard™ stent in the quantities that we angitgpwill be required to meet anticipated market aedy we will need to increase, or “scale
up,” the production process by a significant facteer the current level of production. There aehhical challenges to scaling-up
manufacturing capacity, and developing commersiale manufacturing facilities will require the @stment of substantial additional funds
hiring and retaining additional management andri&eth personnel who have the necessary manufagtesiperience. We may not
successfully complete any required scale-up imel§ manner or at all. If unable to do so, we maybe able to produce our MGuard™ stent
in sufficient quantities to meet the requirementsthfie launch of the product or to meet future den# at all. If we develop and obtain
regulatory approval for our MGuard™ stent and arehle to manufacture a sufficient supply of our M@&LI™ stent, our revenues, business
and financial prospects would be adversely affectacaddition, if the scaled-up production procisssot efficient or produces stents that do
not meet quality and other standards, our futuosgmargins may decline.

In addition, while we have validated our manufaictgprocess for consistency, we have experienceg idilease kinetic variability

within and between manufacturing lots, and we megegence similar issues in the future. Manufaotytot variability may result in
unfavorable clinical trial results.

22




Table of Content

Additionally, any damage to or destruction of oel Aviv facilities or its equipment, prolonged pawaitage or contamination at our
facility would significantly impair our ability tproduce MGuard™ stents.

Our manufacturing facilities and the manufacturindacilities of our suppliers must comply with appéble regulatory requirements. If we
fail to achieve regulatory approval for these maragturing facilities, our business and results of e@tions would be harmec

Completion of our clinical trials and commerciatipa of our product candidates requires accessrtthe development of,
manufacturing facilities that meet applicable regoly standards to manufacture a sufficient supplyur products. The FDA and other
regulatory bodies must approve facilities that nfacture our products for commercial purposes, dsagehe manufacturing processes and
specifications for the product. Suppliers of comgrats of, and products used to manufacture ourgatedmust also comply with FDA and
foreign regulatory requirements, which often reguignificant time, money and record-keeping aralitjuassurance efforts and subject our
and our suppliers to potential regulatory inspettiand stoppages. Our suppliers may not satisBethequirements. If we or our suppliers do
not achieve the required regulatory approval farraanufacturing operations, our commercializatitiorés could be delayed, which would
harm our business and results of operations.

Quiality issues in our manufacturing processes couldlay clinical development and commercializatioffioets.

The production of our MGuard™ stent must occur highly controlled, clean environment to minimizariicles and other yield and
quality-limiting contaminants. In spite of stringequality controls, weaknesses in process coptralinute impurities in materials may cause a
substantial percentage of defective products ot.alf we are unable to maintain stringent quatiytrols, or if contamination problems arise,
our clinical development and commercialization gffacould be delayed, which would harm our busireskresults of operations.

If we fail to obtain an adequate level of reimbureent for our products by third party payors, themeay be no commercially viable marke
for our product candidates or the markets may be chwsmaller than expectec

The availability and levels of reimbursement by gmimental and other third party payors affect tlagkmt for our product
candidates. The efficacy, safety, performancecastieffectiveness of our product candidates and ofcamypeting products will determine
availability and level of reimbursement. Reimbungat and healthcare payment systems in interndtinagkets vary significantly by country,
and include both government sponsored healthcat@@vate insurance. To obtain reimbursement mimy approval in some countries, we
may be required to produce clinical data, which nm&plve one or more clinical trials, that compattes cost-effectiveness of our products to
other available therapies. We may not obtain ir@Bonal reimbursement or pricing approvals imaety manner, if at all. Our failure to
receive international reimbursement or pricing appls would negatively impact market acceptanceunfproducts in the international mark
in which those approvals are sought.

We believe that future reimbursement may be sulbjeicicreased restrictions both in the United Stated in international
markets. Future legislation, regulation or reingament policies of third party payors may adversffigct the demand for our products
currently under development and limit our abilidysell our product candidates on a profitable bakisaddition, third party payors continually
attempt to contain or reduce the costs of healthbgirchallenging the prices charged for healthpavducts and services. If reimbursement for
our products is unavailable or limited in scopewrount or if pricing is set at unsatisfactory ley@harket acceptance of our products would be
impaired and future revenues, if any, would be esblg affected.

In the United States, our business could be sigediintly and adversely affected by recent healthceeorm legislation and othe
administration and legislative proposals.

The Patient Protection and Affordable Care Act Biedlth Care and Educational Reconciliation Act (tHealth Care Acts”) were
enacted into law in March 2010. Certain provisiohthe Health Care Acts will not be effective fonamber of years and there are many
programs and requirements for which the detaileh®t yet been fully established or consequencefultip understood, and it is unclear what
the full impacts will be from the legislation. Thegislation does levy a 2.3% excise tax on all.Un8dical device sales beginning in 2013. If
we commence sales of our MGuard™ stent in the dr8tates, this new tax may materially and adveratct our business and results of
operations. The legislation also focuses on a rurabMedicare provisions aimed at improving qyadihd decreasing costs. It is uncertain at
this point what negative unintended consequenasethrovisions will have on patient access to mehrtologies. The Medicare provisions
include value-based payment programs, increasetirfgrof comparative effectiveness research, redhosgital payments for avoidable
readmissions and hospital acquired conditions,pilotl programs to evaluate alternative payment wadtogies that promote care coordinat
(such as bundled physician and hospital paymeritdylitionally, the provisions include a reductionthe annual rate of inflation for hospitals
starting in 2011 and the establishment of an indéget payment advisory board to recommend waysdfaing the rate of growth in Medici
spending. We cannot predict what healthcare progr@nd regulations will be ultimately implementédhe federal or state level in the United
States, or the effect of any future legislatiomegulation. However, any changes that lower reirséments for our products or reduce medical
procedure volumes could adversely affect our bissimad results of operations.
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Many of our competitors are much larger than us, tisignificant resources and incentives to initialiéigation against us.

Based on the prolific litigation that has occuriedhe stent industry and the fact that we may @osempetitive threat to some large
and well-capitalized companies that own or corpadknts relating to stents and their use, manutaetud delivery, we believe that it is
possible that one or more third parties will asagstitent infringement claim against the manufagtuse or sale of our MGuard™ stent based
on one or more of these patents. Itis also plestilat a lawsuit asserting patent infringement eehated claims may have already been filed
against us of which we are not aware. A numbéhede patents are owned by very large and weltalgggd companies that are active
participants in the stent market. As the numberaofpetitors in the stent market grows, the polisilaif patent infringement by us, or a patent
infringement claim against us, increases.

These companies have maintained their positiohémtarket by, among other things, establishindlédtial property rights relating
to their products and enforcing these rights agively against their competitors and new entramtts the market. All of the major companies
in the stent and related markets, including BoSoientific, Johnson & Johnson and Medtronic, haaentrepeatedly involved in patent
litigation relating to stents since at least 199Te stent and related markets have experiencéd teghnological change and obsolescence in
the past, and our competitors have strong incentivastop or delay the introduction of new prodactd technologies. We may pose a
competitive threat to many of the companies instleat and related markets. Accordingly, many egéhcompanies will have a strong
incentive to take steps, through patent litigatiotherwise, to prevent us from commercializing products.

If we are unable to obtain and maintain intellectliaroperty protection covering our products, othargy be able to make, use or sell ¢
products, which would adversely affect our reven

Our ability to protect our products from unauthedzor infringing use by third parties depends satislly on our ability to obtain at
maintain valid and enforceable patents. Due tdvawp legal standards relating to the patentahilglidity and enforceability of patents
covering medical devices and pharmaceutical ineestand the scope of claims made under these patemtability to enforce patents is
uncertain and involves complex legal and factuastjons. Accordingly, rights under any of our pegdpatents may not provide us with
commercially meaningful protection for our productsafford a commercial advantage against our cditopg or their competitive products or
processes. In addition, patents may not be isBoedany pending or future patent applications oavhg or licensed to us, and moreover,
patents that may be issued to us in the future moaye valid or enforceable. Further, even ifdaind enforceable, our patents may not be
sufficiently broad to prevent others from marketprgducts like ours, despite our patent rights.

The validity of our patent claims depends, in pantwhether prior art references exist that desavibrender obvious our inventions
of the filing date of our patent applications. Way not have identified all prior art, such as Wagd foreign patents or published applications
or published scientific literature, that could ahedy affect the patentability of our pending pat@pplications. For example, patent
applications in the United States are maintainezbimfidence for up to 18 months after their filingp some cases, however, patent applications
remain confidential in the United States Patent Bradlemark Office, or USPTO, for the entire timepto issuance as a U.S. patent. Patent
applications filed in countries outside the Uniftdtes are not typically published until at le&&tdonths from their first filing date. Similarly,
publication of discoveries in the scientific or gatt literature often lags behind actual discoverieserefore, we cannot be certain that we were
the first to invent, or the first to file patentmjgations relating to, our stent technologies.thea event that a third party has also filed a U.S.
patent application covering our stents or a sinifigention, we may have to participate in an adweas proceeding, known as an interference,
declared by the USPTO to determine priority of m¥@n in the United States. It is possible thatmay be unsuccessful in the interference,
resulting in a loss of some portion or all of oosjion in the United States. The laws of someifpr jurisdictions do not protect intellectual
property rights to the same degree as in the UiSitates, and many companies have encounteredisagnitiifficulties in protecting and
defending such rights in foreign jurisdictions.wié encounter such difficulties or are otherwisechrded from effectively protecting our
intellectual property rights in foreign jurisdictis, our business prospects could be substantiatinéd.
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We may initiate litigation to enforce our paterghis on any patents issued on pending patent apipls, which may prompt
adversaries in such litigation to challenge thedigi, scope or enforceability of our patents.al€ourt decides that such patents are not valid,
not enforceable or of a limited scope, we may roehthe right to stop others from using our invamgi

We also rely on trade secret protection to pratectinterests in proprietary know-how and for psses for which patents are difficult
to obtain or enforce. We may not be able to ptatec trade secrets adequately. In addition, weare non-disclosure and confidentiality
agreements with employees, consultants and othiBep#o protect, in part, trade secrets and gtheprietary technology. These agreements
may be breached and we may not have adequate esrfediany breach. Moreover, others may indepefyddevelop equivalent proprietary
information, and third parties may otherwise gainess to our trade secrets and proprietary knowledgy disclosure of confidential data il
the public domain or to third parties could alloenpetitors to learn our trade secrets and usenfbemation in competition against us.

We depend on single-source suppliers for some ef tbmponents in our MGuard™ stent. The loss of Busuppliers could delay our
clinical trials or prevent or delay commercializath of our MGuard™ stent.

Some of the components of our products are cuyr@ntlvided by only one vendor, or a single-soungepiier. We depend on
QualiMed, which manufactures the body of the stastyell as MeKo Laserstrahl-Materialbearbeitunig,TBand SewFine for various
important elements of our products. We may haffecdity obtaining similar components from othempgliers that are acceptable to the FDA
or foreign regulatory authorities if it becomes essary.

If we have to switch to a replacement supplierwileface additional regulatory delays and the nfacture and delivery of our
MGuard™ stent would be interrupted for an extengedod of time, which would delay completion of alinical trials or commercialization
of our products. In addition, we will be requiredobtain prior regulatory approval from the FDAforeign regulatory authorities to use
different suppliers or components that may notdeade or as effective. As a result, regulatogyreyal of our products may not be receivel
a timely basis or at all.

If we are unable to manage our expected growth, way not be able to commercialize our products, irdihg our MGuard™ stent

We intend to continue to rapidly expand operatiamd grow our research and development, product@avent and administrative
operations and invest substantially in our manufég facilities. This expansion has and is expedb continue to place a significant strair
our management and operational and financial ressurln particular, the commencement of our pldrpieotal clinical trial in the United
States will consume a significant portion of mamaget’s time and our financial resources. To maregected growth and to commercialize
our MGuard™ stent, we will be required to improwésting, and implement new, operational and finahsystems, procedures and controls
and expand, train and manage our growing emplogise.bOur current and planned personnel, systaosegures and controls may not be
adequate to support our anticipated growth. Ifweeunable to manage our growth effectively, owirtess could be harmed.

Legislative or regulatory reform of the healthcamystem may affect our ability to sell our produgifitably.

In both the United States and certain foreign ficigons, there have been a number of legislathragulatory proposals to change
the regulatory and healthcare systems in wayscthatl impact our ability to sell our products ptafily, if at all. In the United States in recent
years, new legislation has been proposed at tregdednd state levels that would effect major clearig the healthcare system. In addit
new regulations and interpretations of existingltheare statutes and regulations are frequentlpt&do The potential for adoption of these
proposals affects or will affect our ability to seicapital, obtain additional collaborators andkatour products. We expect to experience
pricing pressures in connection with the future sdlour products due to the trend toward managedtthcare, the increasing influence of
health maintenance organizations and additionélkgive proposals. Our results of operations ddod adversely affected by future healthcare
reforms.

Our strategic business plan may not produce thesimiled growth in revenue and operating income.
Our strategies include making significant investteen sales and marketing programs to achieve tegnowth and margin
improvement targets. If we do not achieve the etgukbenefits from these investments or othervd#ed execute on our strategic initiatives,

we may not achieve the growth improvement we agetang and our results of operations may be aéleeffected.
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In addition, as part of our strategy for growth, mvay make acquisitions and enter into strategiaraies such as joint ventures and
joint development agreements. However, we mayaaible to identify suitable acquisition candidatesnplete acquisitions or integr:
acquisitions successfully, and our strategic ati@nmay not prove to be successful. In this regamguisitions involve numerous risks,
including difficulties in the integration of the emtions, technologies, services and productseoftiguired companies and the diversion of
management’s attention from other business concekitbough our management will endeavor to evauhe risks inherent in any particular
transaction, there can be no assurance that wemsillerly ascertain all such risks. In additiorgusitions could result in the incurrence of
substantial additional indebtedness and other esgseaor in potentially dilutive issuances of eqsiegurities. There can be no assurance that
difficulties encountered with acquisitions will noave a material adverse effect on our businesandial condition and results of operations.

We may have violated Israeli securities law.

We may have violated section 15 of the Israeli 8gcuaw 1968 (the “ISL"). Section 15 to the ISkquires the filing of a prospectus
with the Israel Security Authority (the “ISA9nd the delivery thereof to purchasers in conneatitth an offer or sale of securities to more t
35 parties during any 12 month period. We allegéiiued securities to more than 35 investors durértain 12-month periods, ending in
October 2008. We filed an application for “No aati with the ISA in connection with the foregoingo date, the ISA has not provided any
response to such application. A failure to recéNe action” relief could expose us to fines antlatremedies that could be detrimental to us.

We will need to raise additional capital to meetrdausiness requirements in the future and such dabpiraising may be costly or difficult to
obtain and could dilute current stockholders’ owrsip interests.

We will need to raise additional capital in theufiet, which may not be available on reasonable temas all. We raised
approximately $9,681,000 million in the Private d@ment in connection with the Share Exchange, andxpect that such proceeds, together
with our income, will be insufficient to fully reiak all of our business objectives. For instamgewill need to raise additional funds to
accomplish the following:

pursuing growth opportunities, including more ragighansion

acquiring complementary business

making capital improvements to improve our infrasture;

hiring qualified management and key employ:t

developing new services, programming or prodt

responding to competitive pressur

complying with regulatory requirements such asrigieg and registration; ar
maintaining compliance with applicable lav

Any additional capital raised through the saleaiigy or equity backed securities may dilute curigtockholders’ ownership
percentages and could also result in a decreabe imarket value of our equity securities.

The terms of any securities issued by us in futagtal transactions may be more favorable to mewstors, and may include
preferences, superior voting rights and the issaafievarrants or other derivative securities, whitdty have a further dilutive effect on the
holders of any of our securities then outstanding.

Furthermore, any additional debt or equity finagdihat we may need may not be available on ternedble to us, or at all. If we
are unable to obtain such additional financing dimaly basis, we may have to curtail our developtaetivities and growth plans and/or be
forced to sell assets, perhaps on unfavorable temmish would have a material adverse effect ontusiness, financial condition and result
operations, and ultimately could be forced to diitme our operations and liquidate, in which eveig unlikely that stockholders would
receive any distribution on their shares. Furthwer may not be able to continue operating if wendbgenerate sufficient revenues from
operations needed to stay in business.

In addition, we may incur substantial costs in purg future capital financing, including investméainking fees, legal fees,
accounting fees, securities law compliance fedstipg and distribution expenses and other cogfe. may also be required to recognize non-
cash expenses in connection with certain securiteessue, such as convertible notes and warrahish may adversely impact our financial
condition.
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Risks Related to Our Organization and Our Common Sick

As a result of the Share Exchange, we became a camypthat is subject to the reporting requirementsfederal securities laws, which ca
be expensive and may divert resources from othesjgets, thus impairing our ability to grow.

As a result of the Share Exchange, we became écpeblorting company and, accordingly, subjechimihformation and reporting
requirements of the Securities Exchange Act of 1834amended (the “Exchange Act”), and other fédereaurities laws, including compliance
with the Sarbanes-Oxley Act of 2002, as amendesl“@arbanes-Oxley Act”). The costs of preparing filing annual and quarterly reports,
proxy statements and other information with theuiies and Exchange Commission (the “SEC”) andiiing audited reports to
stockholders will cause our expenses to be hidier they would have been if we remained privateld land did not consummate the Share
Exchange.

If we fail to establish and maintain an effective/stem of internal control, we may not be able t@oet our financial results accurately or t
prevent fraud. Any inability to report and file auinancial results accurately and timely could har our reputation and adversely impa
the trading price of our common stock.

It may be time consuming, difficult and costly fog to develop and implement the internal controt eporting procedures required
by the Sarbane®xley Act. We may need to hire additional finathe&porting, internal controls and other financespanel in order to develc
and implement appropriate internal controls anapy procedures. Effective internal control ecassary for us to provide reliable financial
reports and prevent fraud. If we cannot providloée financial reports or prevent fraud, we may be able to manage our business as
effectively as we would if an effective control émmnment existed, and our business and reputatitmimvestors may be harmed. In addition,
if we are unable to comply with the internal cotgn@quirements of the Sarbar@sley Act, then we may not be able to obtain thaependen
accountant certifications required by such actciWwimay preclude us from keeping our filings wite ®EC current and may adversely affect
any market for, and the liquidity of, our commoacit.

Public company compliance may make it more difficédr us to attract and retain officers and direata

The Sarbanes-Oxley Act and new rules subsequangiiemented by the SEC have required changes iroctggovernance practices
of public companies. As a public company, we ekfleese new rules and regulations to increase @uptiance costs and to make certain
activities more time consuming and costly. As bBlifgucompany, we also expect that these new ruidsegulations may make it more diffic
and expensive for us to obtain director and offligility insurance in the future and we may bquieed to accept reduced policy limits and
coverage or incur substantially higher costs t@aiobthe same or similar coverage. As a resubay be more difficult for us to attract and
retain qualified persons to serve on our boardrefctbrs or as executive officers.

Because we became public by means (“reverse merger,” we may not be able to attract itéention of major brokerage firms.

There may be risks associated with us becoming@thybugh a “reverse merger”. Securities analgétsajor brokerage firms may
not provide coverage of us since there is no ineend brokerage firms to recommend the purchasgiotommon stock. No assurance can be
given that brokerage firms will, in the future, waom conduct any secondary offerings on our behalf.

Our stock price may be volatile.

The market price of our common stock is likely tsotighly volatile and could fluctuate widely in @giin response to various factors,
many of which are beyond our control, including tbiéowing:

changes in our industr

competitive pricing pressure

our ability to obtain working capital financin
additions or departures of key personi

limited “public float” in the hands of a smallmiber of persons whose sales or lack of sales gealdt in positive or negative pricing
pressure on the market price for our common st
sales of our common stoc

our ability to execute our business pl

operating results that fall below expectatic

loss of any strategic relationsh

regulatory development

economic and other external factors;
perioc-to-period fluctuations in our financial resul
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In addition, the securities markets have from ttméme experienced significant price and volumetilations that are unrelated to the
operating performance of particular companies. s€hearket fluctuations may also materially and esblg affect the market price of our
common stock.

Our securities are restricted securities with lirait transferability.

Our securities should be considered a long-tetiguitl investment. Our common stock has not begyistered under the Securities
Act, and cannot be sold without registration urttierSecurities Act or any exemption from registmati In addition, our common stock is not
registered under any state securities laws thatdymermit its transfer. Because of these restmj a stockholder will likely find it difficult to
liquidate an investment in our common stock.

We are subject to penny stock rules which will make shares of our common stock more difficult tells

We are subject to the Securities and Exchange Cesioni's “penny stock” rules since our shares of mam stock sell below $5.00
per share. Penny stocks generally are equity sieswvith a per share price of less than $5.08e fenny stock rules require broker-dealers to
deliver a standardized risk disclosure documerpigmed by the Securities and Exchange Commissioohagriovides information about penny
stocks and the nature and level of risks in thengestock market. The broker-dealer must also pl@the customer with current bid and offer
guotations for the penny stock, the compensatichebroker-dealer and its salesperson, and moatidgunt statements showing the market
value of each penny stock held in the customersaat. The bid and offer quotations, and the bralealer and salesperson compensation
information must be given to the customer orallyrnowriting prior to completing the transaction amdist be given to the customer in writing
before or with the customer’s confirmation.

In addition, the penny stock rules require thabiptd a transaction the broker-dealer must makeeaial written determination that the
penny stock is a suitable investment for the pusehand receive the purchaser’s written agreenoethettransaction. The penny stock rules
are burdensome and may reduce purchases of amngfend reduce the trading activity for shareswfcommon stock. As long as our
shares of common stock are subject to the peniek stibes, the holders of such shares of commorkstay find it more difficult to sell their
securities.

Our shares of common stock are very thinly tradetd the price may not reflect our value and therancbe no assurance that there will be
an active market for our shares of common stocktire future.

Our shares of common stock are thinly traded. ©@ube illiquidity, the market price may not accets reflect our relative
value. There can be no assurance that there avidihbactive market for our shares of common stdbkrenow or in the future. Investors may
not be able to liquidate their investment or licatilit at a price that reflects the value of theifess. If a more active market should develop,
the price may be highly volatile. Because therg tr@a low price for our shares of common stockpyrtarokerage firms may not be willing
effect transactions in the securities. Even ifrarestor finds a broker willing to effect a tran8an in the shares of our common stock, the
combination of brokerage commissions, transfer, fige®s, if any, and any other selling costs mayeed the selling price. Further, many
lending institutions will not permit the use of sughares of common stock as collateral for a loans.

We may apply the proceeds of the Private Placententses that ultimately do not improve our operairesults or increase the price of our
common stock.

We intend to use $1,000,000 of the net proceeds fhe Private Placement to complete the Dr. GreggeSDr. Alexandre Abizaid
trials, $7,600,000 for the FDA trials with Harvatlinical Research Institute and the remainder favegal corporate purposes. However, our
management has broad discretion in how we actuabythese proceeds. These proceeds could bedhppliays that do not ultimately
improve our operating results or otherwise incrahsevalue of our common stock.
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We may need additional financing which may not beailable on acceptable terms, which may in turnwudi® your investment in us.

Our future capital requirements will depend on méagtors including but not limited to: continued mket acceptance of our services;
competitive pressure on the price of our produtis;extent to which we invest in new locations,eleg new relationships with producers of
polymers and chemicals as well as consumers ofiperly and chemicals; and the response of competitansr products. We believe that the
existing cash balances, including the net procéeds the Private Placement, and funds generated éperations will provide us with
sufficient funds to finance our operations for theeseeable future. To the extent that our curfiwmds, together with existing resources, are
insufficient to fund our activities over the longrin, we may need to raise additional funds threegykity or debt financing or from other
sources. The sale of additional equity or conbkrtdebt may result in additional dilution to otwekholders and such securities may have
rights, preferences or privileges senior to thdsh@ common stock. To the extent that we relyrugebt financing, we will incur the
obligation to repay the funds borrowed with intél@sd may become subject to covenants and restr&cthat restrict operating flexibility. No
assurance can be given that additional equity bt fiilgancing will be available or that, if avail&hlit can be obtained on terms favorable to us
or our stockholders. Failure to obtain necessagnting could have a material adverse effect arbasiness, financial condition and result
operations.

Our board of directors can authorize the issuancepoeferred stock, which could diminish the rightsf holders of our common stock, and
make a change of control of us more difficult evérit might benefit our stockholders.

Our board of directors is authorized to issue shaf@referred stock in one or more series anétthé voting powers, preferences
and other rights and limitations of the preferreatk. Accordingly, we may issue shares of preféstck with a preference over our common
stock with respect to dividends or distributionsligmidation or dissolution, or that may otherwedversely affect the voting or other rights of
the holders of common stock. Issuances of prefesteck, depending upon the rights, preferencedasiginations of the preferred stock, may
have the effect of delaying, deterring or prevemainchange of control, even if that change of @dmhight benefit our stockholders.

Iltem 6. Exhibits

(@) Exhibits

Exhibit No. Description

2.1 Share Exchange Agreement, dated as of Decemb@020, by and among InspireMD Ltd., Saguaro Resaytoe., and th
Shareholders of InspireMD Ltd. that are signatberéto

2.2%** Amendment to Share Exchange Agreement, dated FgiR2d4a2011

2.3%** Second Amendment to Share Exchange Agreement, Meteth 25, 201:

3.1%* Amended and Restated Certificate of Incorpora

3.2%* Amended and Restated Byla

10.1** 2011 Umbrella Option Pla

10.2%** Form of Stock Option Award Agreeme

10.3*** Agreement of Conveyance, Transfer and AssignmeAsséts and Assumption of Obligations, dated ddarfch 31, 201!

10.4%** Stock Purchase Agreement, by and between InspirdMDand Lynn Briggs, dated as of March 31, 2

10.5%** Securities Purchase Agreement, dated as of MarcB(1L, by and among InspireMD, Inc. and certaircipasers set fort
therein

10.6*** Form of $1.80 Warrar

10.7%** Form of $1.23 Warrar

10.8*** $1,250,000 Convertible Debenture, datety A0, 2010, by and between InspireMD Ltd. and GénAsset Opportunity
Fund, L.P.

10.9%** Unprotected Leasing Agreement, dated Fabyl22, 2007, by and between Block 7093 Parceld@2pany Ltd. Private

Company 510583156 and InspireMD L
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10.10%** Securities Purchase Agreement, dated as of Jul®®X), by and among InspireMD Ltd. and certain pasers set fort
therein

10.11%** Manufacturing Agreement, by and between InspireM@®. bnd QualiMed Innovative Medizinprodukte Gmbldietl as o
September 11, 20C

10.12%** Development Agreement, by and betweerpirevD Ltd. and QualiMed Innovative Medizinproduk®nbH, dated as of
January 15, 200

10.13*** License Agreement, by and between Svelte MedicaleBys, Inc. and InspireMD Ltd., dated as of Margh2D10

10.14*** Agreement, by and between InspireMD Ltd. and Oéiz,Rlated as of April 1, 20(

10.15%** Amendment to the Employment Agreement, by and betwespireMD Ltd. and Ofir Paz, dated as of Octdhe2008

10.16*** Second Amendment to the Employment Agreeimby and between InspireMD Ltd. and Ofir Pazedas of March 28,
2011

10.17*** Personal Employment Agreement, by and betweenriggd Ltd. and Asher Holzer, dated as of April 108!

10.18*** Amendment to the Employment Agreement, by and betwespireMD Ltd. and Asher Holzer, dated as of dha28, 2011

10.19%** Personal Employment Agreement, by and betweenrklgjd Ltd. and Eli Bar, dated as of June 26, 2

10.20*** Employment Agreement, by and between InspireMD &atdl Bary Oren, dated as of August 25, 2

10.21%** Employment Agreement, by and between InspireMD atdl Craig Shore, dated as of November 28, !

10.22%** Form of Indemnification Agreement between InspireMiix. and each of the directors and executiveef§ thereo

10.23*** Agreement with Bank Mizrahi Tefahot LTD. for a loamInspireMD Ltd. in the original principal amouoit $750,00(

31.1 Certification of Principal Executive Officer pursut@o Section 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Principal Executive Officer pursudo Section 906 of the Sarba-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant $ection 906 of the Sarba-Oxley Act of 2002

* Incorporated by reference to Saguaro ResouroesQurrent Report on Form 8-K filed with the Seties and Exchange Commission on
January 5, 2011

** Incorporated by reference to InspireMD, Inc. @&t Report on Form 8-K filed with the Securitiegl&xchange Commission on April 1,
2011

*** |ncorporated by reference to InspireMD, Inc. @ent Report on Form 8-K filed with the Securiteesd Exchange Commission on April 6,
2011
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its ber
by the undersigned thereunto duly authorized.

INSPIREMD, INC.

Date: May 16, 2011 By: /s/ Ofir Paz

Name: Ofir Paz
Title:  Chief Executive Office

By: /s/ Craig Short
Name: Craig Shore

Title:  Chief Financial Officer, Secretary a
Treasure
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Fund, L.P.
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Company 510583156 and InspireMD L

Securities Purchase Agreement, datedfasily 22, 2010, by and among InspireMD Ltd. andaia purchasers set forth
therein

Manufacturing Agreement, by and between InspireM@®. bnd QualiMed Innovative Medizinprodukte Gmbldietl as o
September 11, 20(

Development Agreement, by and between InspireMD &tdl QualiMed Innovative Medizinprodukte GmbH,ethas o
January 15, 200

License Agreement, by and between Svelte Medicsle®ys, Inc. and InspireMD Ltd., dated as of Margh2D10
Agreement, by and between InspireMD Ltd. and Oéiz,Rlated as of April 1, 20(
Amendment to the Employment Agreement, by and betwespireMD Ltd. and Ofir Paz, dated as of Octdhe2008

Second Amendment to the Employment Agreement, biybatween InspireMD Ltd. and Ofir Paz, dated allafch 28,
2011

Personal Employment Agreement, by and betweenrilg) Ltd. and Asher Holzer, dated as of April 108(

Amendment to the Employment Agreement, by and betwespireMD Ltd. and Asher Holzer, dated as of dha28, 2011
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10.19%** Personal Employment Agreement, by and betweenrilgj) Ltd. and Eli Bar, dated «©f June 26, 200

10.20*** Employment Agreement, by and between InspireMD &atdl Bary Oren, dated as of August 25, 2

10.21%** Employment Agreement, by and between InspireMD atdl Craig Shore, dated as of November 28, !

10.22%** Form of Indemnification Agreement between InspireMiiz. and each of the directors and executiveeffi thereo
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32.2 Certification of Chief Financial Officer pursuat $ection 906 of the Sarba-Oxley Act of 2002
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*** |ncorporated by reference to InspireMD, Inc. @ent Report on Form 8-K filed with the Securiteesd Exchange Commission on April 6,
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Ofir Paz, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.;

2. Based on my knowledge, this report does aotain any untrue statement of a material factnoit ¢o state a material fact
necessary to make the statements made, in lightdafircumstances under which such statementswade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statémemd other financial information included instieéport, fairly present in all
material respects the financial condition, resaofteperations and cash flows of the registrantfaara for, the periods presentes
this report;

4. The registrant’s other certifying officeréa)d | are responsible for establishing and maiirtgidisclosure controls and procedures

(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtiias defined in Exchange

Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isig prepared

b.  designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoce with generally accepted accounting princijj

c. evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbis report our conclusior
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d. disclosed in this report any change in the regi¢'s internal control over financial reporting thatomed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &
5. The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons performing
the equivalent functions
a. all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; anc

b. any fraud, whether or not material, thabimes management or other employees who have His@g role in the
registran’s internal control over financial reportir

May 16, 2011 /s/ Ofir Paz
Ofir Paz
Chief Executive Office




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Craig Shore, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.;

2. Based on my knowledge, this report does aotain any untrue statement of a material factnoit ¢o state a material fact
necessary to make the statements made, in lightdafircumstances under which such statementswade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statémemd other financial information included instieéport, fairly present in all
material respects the financial condition, resaofteperations and cash flows of the registrantfaara for, the periods presentes
this report;

4. The registrant’s other certifying officeréa)d | are responsible for establishing and maiirtgidisclosure controls and procedures

(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtiias defined in Exchange

Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isig prepared

b.  designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoce with generally accepted accounting princijj

c. evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbis report our conclusior
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d. disclosed in this report any change in the regi¢'s internal control over financial reporting thatomed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &
5. The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons performing
the equivalent functions
a. all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; anc

b. any fraud, whether or not material, thabimes management or other employees who have His@g role in the
registran’s internal control over financial reportir

May 16, 2011 /s/ Craig Short

Craig Shore
Chief Financial Office




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is furnished solely pursuanSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-@f%)the quarter ended March 31, 2011 of InspireMig, (the “Company”). |, Ofir Paz,
the Chief Executive Officer of the Company, certifiat, based on my knowledge:

(1) The Form 1-Q fully complies with the requirements of Secti@(d) or Section 15(d) of the Securities Exchangeohd 934; anc
2 The information contained in the Form 10-Qlfapresents, in all material respects, the finahcondition and results of operations

of the Company as of and for the periods coveretigreport.

Date: May 16, 201 By: /s! Ofir Paz

Name: Ofir Paz
Title:  Chief Executive Office

The foregoing certification is being furnished asexhibit to the Form 10-Q pursuant to Item 6013B)(of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (satiens (a) and (b) of Section 1350, Chapter 6Bittdé 18, United States Code) and,
accordingly, is not being filed as part of the FArerQ for purposes of Section 18 of the Securleshange Act of 1934, as amended, and is
not incorporated by reference into any filing of Bompany, whether made before or after the datheegardless of any general
incorporation language in such filing.



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

This certification is furnished solely pursuanSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-@f)the quarter ended March 31, 2011 of InspireMig, (the “Company”). I, Craig
Shore, the Chief Financial Officer and Principalaficial Officer of the Company, certify that, basedmy knowledge:

(1) The Form 1-Q fully complies with the requirements of Secti@(d) or Section 15(d) of the Securities Exchangeohd 934; anc
2 The information contained in the Form 10-Qlfapresents, in all material respects, the finahcondition and results of operations

of the Company as of and for the periods coveretigreport.

Date: May 16, 201 By: /sl Craig Shori

Name: Craig Shore
Title:  Chief Financial Office

The foregoing certification is being furnished asexhibit to the Form 10-Q pursuant to Item 6013B)(of Regulation S-K and Section 906 of
the Sarbanes-Oxley Act of 2002 (subsections (a)lndf Section 1350, Chapter 63 of Title 18, Udittates Code) and, accordingly, is not
being filed as part of the Form 10-Q for purposeSexrtion 18 of the Securities Exchange Act of 13&4amended, and is not incorporated by
reference into any filing of the Company, whethexda before or after the date hereof, regardleasyfjeneral incorporation language in such
filing.



