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PART |

In this Annual Report on Form 10-K, unless the eghtequires otherwise, all references to “we,”r"cand “us” for periods prior to the closing of osinare
exchange transactions on March 31, 2011 referdpileMD Ltd., a private company incorporated untterlaws of the State of Israel that is now our \holvned
subsidiary, and its subsidiary, and referencesvi®,™“our” and “us” for periods subsequent to thesing of the share exchange transactions refersforeMD, Inc.,
a publicly traded Delaware corporation, and iteclimnd indirect subsidiaries, including InspireMd.

Iltem 1. Business.
History

We were organized in the State of Delaware on Relr9, 2008 as Saguaro Resources, Inc. to engabe acquisition, exploration and development of
natural resource properties. On March 28, 2011¢chemged our name from “Saguaro Resources, In¢lhgpireMD, Inc.”

On March 31, 2011, we completed a series of sharieamge transactions pursuant to which we issuedhhreholders of InspireMD Ltd. 50,666,663 shares
of common stock in exchange for all of InspireMRIL$ issued and outstanding ordinary shares, iagut the former shareholders of InspireMD Ltd.dinf a
controlling interest in us and InspireMD Ltd. becamibur wholly-owned subsidiary.

Immediately following the share exchange transastiove transferred all of our pre-share exchangeating assets and liabilities to our wholly-owned
subsidiary, Saguaro Holdings, Inc., a Delaware @@ton, and transferred all of Saguaro Holdings,’s outstanding capital stock to Lynn Briggs, thenmajority
stockholder and our former president, chief exeeutifficer, chief financial officer, secretatgeasurer and sole director, in exchange for tineelation of 7,500,0C
shares of our common stock held by Ms. Briggs.

After the share exchange transactions and the titivesof our pre-share exchange operating asset$iabilities, we succeeded to the business of
InspireMD Ltd. as our sole line of business, andatur then-current officers and directors resayaad were replaced by some of the officers arettirs of
InspireMD Ltd.

Overview

We are an innovative medical device company fo@iemthe development and commercialization of sappetary stent platform technology,
MGuard™. MGuard™ provides embolic protection imsirgy procedures by placing a micron mesh sleeee astent (see photograph below of an MGuard™
Stent). Our initial products are marketed for usenty in patients with acute coronary syndromesahly acute myocardial infarction (heart attackjl aaphenous
vein graft coronary interventions (bypass surgefgrording to the TYPHOON STEMI trial (New Engladdurnal of Medicine, 2006) and the SOS SVG Trial
(Journal of the American College of Cardiology, 20®f patients with acute myocardial infarctiordasaphenous vein graft coronary interventions, 1&%4%
experience major adverse cardiac events, incluchndiac death, heart attack, and restenting odttezy. When performing stenting procedures ingra$i with acut
coronary symptoms, interventional cardiologistefadifficult dilemma in choosing between bare-mstiants, which have a high rate of restenosisr(&ion of
new blockages), and drug-eluting (drug-coated)tstevhich have a high rate of late thrombosis (faion of clots months or years after implantatioajjuire
administration of anti-platelet drugs for at lease year post procedure, are more costly thaniataet stents and have additional side effects. b@lieve that
MGuard™ is a simple, seamless and complete soltiothese patients.




MGuard ™ Sleeve — Microscopic View

We intend to use our MGuard™ technology in a br@amye of coronary related situations in which comdsions are required and make it an industry
standard for treatment of acute coronary syndroifvesbelieve that patients will benefit from a ceffiective alternative with a greater clinical effay and safety
profile than other stent technologies. We belida tvith our MGuard™ technology, we are well positid to emerge as a key player in the global stemket.

We also intend to apply our technology to develdgitional products used for other vascular procesluspecifically carotid (the arteries that sugpbod
to the brain) and peripheral (other arteries) ptoces.

In October 2007, our first generation product, M@uard™ Coronary, received CE Mark approval fortimeent of coronary arterial disease in the European
Union. CE Mark is a mandatory conformance mark @amymproducts marketed in the European Economic Anglcertifies that a product has met Europeannio
consumer safety, health or environmental requirésiéde began shipping our product to customerauimojie in January 2008 and have since expandedaialg
distribution network to Canada, Southeast Asiaidmahd Latin America.

Our initial MGuard™ products incorporated a stasslsteel stent. We replaced this stainless skatfbpn with a more advanced cobalt-chromium based
platform, which we refer to as MGuard Prime™. Wdidve the new platform will be superior becauseattechromium stents are generally known in the indust
provide better outcomes and possibly even a remluati major adverse cardiac events. We believeameuse and leverage the MGuard™ clinical trial iteso
market MGuard Prime™. MGuard Prime™ received CE Mapkroval in the European Union in October 2010rfgoroving luminal diameter and providing
embolic protection. MGuard™ refers to both our alifiroducts and MGuard Prime™, as applicable.

Our principal executive offices are located at 3 brahHamaor St., Tel Aviv, Israel 67448. Our télepe number is 972-3-691-7691. We make available
free of charge through our website at www.inspim-¢om our annual reports on Form 10-K, quartenbores on Form 10-Q, current reports on Form 8-K and
amendments to these reports. You may also obtgimaterials we file with, or furnish to, the U.Sc@rities and Exchange Commission on its website at
WWW.SEC.JOV.

Business Segment and Geographic Areas

For financial information about our one operatimgl aeportable segment and geographic areas, eféatt Il—Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Cgiiems” and “Part Il—Financial Statements and Seppntary Data—Note 13. Entity Wide Disclosures.”




Our Industry

According to Fact Sheet No. 310/June 2011 of thelddealth Organization, approximately 7.3 millipaople worldwide died of coronary heart disease in
2008. Physicians and patients may select from amoragiety of treatments to address coronary adesgase, including pharmaceutical therapy, balloon
angioplasty, stenting with bare metal or drug-elgistents, and coronary artery bypass graft praesdwith the selection often depending upon thgesbof the
disease. A stent is an expandable “scaffold-likeXide, usually constructed of a stainless steeéri@f that is inserted into an artery to exparalitiside passage and
improve blood flow.

According to the January 3, 2011 2011 MEDTECH OUTOproduced by the Bank of Montreal Investment BagkGroup, known as BMO Capital
Markets, after registering a compounded annual droate from 2002 to 2009 of approximately 13%,rdnenues from global coronary stents market isiptred to
remain relatively constant, although in volume teings the market is predicted to continue to grble growth in volume is due to the appeal for lesasive
percutaneous coronary intervention procedures dudreces in technology coupled with the increagbenelderly population, obesity rates and advaites
technology.

Coronary artery disease is one of the leading caofdeath worldwide. The treatment of coronargrgrtlisease includes alternative treatment
methodologies, that is, coronary artery bypasstigigabr angioplasty (percutaneous coronary intetiee) with or without stenting. According to thenleary 3, 2011
2011 MEDTECH OUTLOOK produced by the BMO (Bank obMreal) Investment Banking Group, the percutaneousnary intervention procedures involving
stents are increasingly being used to treat coyoadery diseases with an 88.3% penetration ragd(9®.

Our Products

The MGuard™ stent is an embolic protection device based oroteptive sleeve, which is constructed out of aratthin polymer mesh and wrapped
around the stent. The protective sleeve is coragri$ a micron level fiber-knitted mesh, enginedredn optimal geometric configuration and desigfeeditmost
flexibility while retaining strength characteristiof the fiber material (see illustration belowhe sleeve expands seamlessly when the stent lisyaelp without
affecting the structural integrity of the stentdasan be securely mounted on any type of stent.

MGuard ™ Deployed in Artery

The protective sleeve is designed to provide séeéiracal benefits:
« the mesh diffuses the pressure and the impactpdgment exerted by the stent on the arterial wadl reduces the injury to the vessel,
« it reduces plaque dislodgement and blocks delwis fntering the bloodstream during and post pragetballed embolic showers);

« in future products, when drug coated, the meskpeeted to deliver better coverage and uniform alisgribution on the arterial wall and therefore
potentially reduce the dosage of the active ingneidivhen compared to approved c-eluting stents on the market; a




« it maintains the standards of a conventional stedttherefore should require little to no additiamaining by physicians.

MGuard ™ — Coronary Applications

Our MGuard™ Coronary with a bio-stable mesh and our MGud€oronary with a drug-eluting mesh are aimed attd@&tment of coronary arterial
disease.

MGuard ™ Coronary and MGuard Prime™ with a bio-stable mestOur first MGuard™ product, the MGuard¥ Coronary with a bio-stable mesh, is
comprised of our mesh sleeve wrapped around arbatal stent. It received CE Mark approval in Octdd@7 and, in January 2008, we started shippiisg th
product to customers and distributors in Europesudrd Prime™ with a bio-stable mesh is comprisedunfmesh sleeve wrapped around a cobalt-chromium
stent. In comparison to a conventional bare-nstait, we believe the MGuaf! Coronary and MGuard Prime™ with a bio-stable mesivige protection from
embolic showers. Results of clinical trials on M&uard™ Coronary stent, including the MAGICAL, PISCIONE aMuard international registry (iMOS) clinical
trials described below (see “Business — Productel@ment and Critical Milestones - Comparison ofileél Trial Results to Date with Results Achievesing
Bare Metal or Drug-Eluting Stents in the STEMI patidn” below), indicate positive outcomes and safeeasures, as explained below (see “Businessdubtro
Development and Critical Milestones - ComparisoiCbifiical Trial Results to Date with Results AchéevUsing Bare Metal or Drug-Eluting Stents in theeST
population” below). The results of these clinitéls for the MGuard™ Coronary stent suggest higher levels of myocafdigh grade 3 (occurrence in 73% of
patients in the MAGICAL study and 90% of patiemtdtie PISCIONE study, for the MGual Coronary stent) and lower rates of 30 day and t yeqgor adverse
cardiac event rates, (2.4% and 5.9%, respectifelyhe MGuard™ Coronary stent), as compared to the levels and cdtether bare-metal and drug-eluting stents,
as reported by Svilaas, et. al. (“Thrombus Asparatiuring Primary Percutaneous Coronary Interveritidew England Journal of Medicineé/olume 358,

2008). As reported in the study by Svilaas, et.mayocardial blush grade 3 occurred in 32.2% diepés with a bare-metal stent and 45.7% of pagienth a bare-
metal stent preceded by an aspiration procedutkthen30 day and 1 year major adverse cardiac eateg were 9.4% and 20.3%, respectively, for ptiwith a
bare-metal stent and 6.8% and 16.6%, respectif@ypatients with a bare-metal stent preceded bgsmiration procedure. Furthermore, results fromcant
HORIZONSAMI trial demonstrated that 1 year major adverseliee event rates were 10.9% for patients with drluging stents. Myocardial blush grade refera
0-3 grade scale given to the adequacy of perfuamahblood flow through an area served by a coroagsyry; the longer the blush persists, the poitreblood flow
and the lower the myocardial blush grade. Ndrepepal. (“5-Year Prognostic Value of No-ReflowdPlomenon After Percutaneous Coronary Intervention i
Patients With Acute Myocardial InfarctionJournal of the American College of Cardiologyolume 55, Issue 21, 2010) reported that high caydial blush grades
correlate with higher survival rates among affeqiatients. Sustained performance by the MGliMr@oronary stent with respect to contributing to leiglevels of
myocardial blush grade 3 and lower rates of 30atay 1 year major adverse cardiac event rates wiifidentiate the MGuard Coronary stent from other bare-
metal and drug-eluting stents that do not offehdoenefits.

MGuard ™ Coronary with a drug eluting bio-absorbable mesHBased upon the clinical profile of MGuat Coronary, we anticipate that the MGuaMl
Coronary with a drug-eluting bio-absorbable meshafier both the comparable myocardial blush gr8devels and 30-day and 1-year major adverse aaelient
rates as the MGuard Coronary with a bio-stable mesh, as described glanaa comparative restenosis rate, which isdteeat which patients experience
formation of new blockages in their arteries, whempared to existing drug-eluting stents. Thedliserbability of MGuardM Coronary with a drug eluting bio-
absorbable mesh is intended to improve upon thabswrbability of other drug-eluting stents, inligf the large surface area of the mesh and ttad simameter of
the fiber. We intend for the protective sleeve loe MGuard™ Coronary with a drug-eluting biabsorbable mesh to improve uniform distributiorhaf applied drus
to the vessel wall for improved drug therapy mamnaget compared to other drug-eluting stents, wheeedtug is distributed on the struts only. If imended result
is achieved with respect to the improved and unifdistribution of the applied drug to the vessellyihe total dosage of the medication potentialhyld be reduce
while increasing its efficacy. MGuard Coronary with a drug-eluting bio-absorbable meséxjsected to promote smooth and stable endotheaibgjrowth and
subsequent attachment to the lumen of the vessklwlach is essential for rapid healing and reagveln addition, we believe bio-absorbable drugtielg mesh
may enable the use of more effective drug therapigspresently cannot be effectively coated oregairbased stent due to their poor diffusion cdjigds. Because
the drug-eluting bio-absorbable mesh will be bisabable, we anticipate that the mesh will compjedessolve after four months, which we expect wault in
fewer of the chronic long term side effects th&t associated with the presence of the drug.




MGuard ™ — Carotid Applications

We intend to market our mesh sleeve coupled wialaexpandable stent (a stent that expands withallnon dilation pressure or need of an inflation
balloon) for use in carotid-applicationdVe believe that our MGuard design will provide substantial advantages ovesteng therapies in treating carotid artery
stenosis (blockage or narrowing of the carotidrag$®, like conventional carotid stenting and etgl@ctomy (surgery to remove blockage), given thgesor
embolic protection characteristics withnessed ironary arterial disease applications. We intend ttheembolic protection will result from the medbeve, as it trag
emboli at their source. In addition, we believatthlGuard™ Carotid will provide post-procedure protection aghiembolic dislodgement, which can occur
immediately after a carotid stenting procedure iaraften a source of post-procedural strokes. fechet. al. (“Late cerebral embolization after erprotected
carotid artery stenting assessed by sequentialsiiiffi-weighted magnetic resonance imagidgfrnal of American College of Cardiology Cardiovakr
Interventions, Volume 1, 2008) have also shown that the majarfthe incidents of embolic showers associateti wdtrotid stenting occur immediately post-
procedure.

MGuard ™ — Peripheral Applications

We intend to market our mesh sleeve coupled witalaexpandable stent (a stent that expands withallion dilation pressure or need of an inflation
balloon) for use in peripheral application®eripheral Artery Disease, also known as peripherstular disease, is usually characterized bytoamulation of
plaque in arteries in the legs, need for amputasfaaffected joints or even death, when untreateeripheral Artery Disease is treated either bingryo clear the
artery of the blockage, or by implanting a stenthia affected area to push the blockage out ofvéneof normal blood flow.

The Peripheral Artery Disease market consists refetlsegments: Aortic Aneurysm, Renal, lliac an@d®iland Femoral-Popliteal procedures. Aortic
Aneurysm is a condition in which the aorta, thegrthat leads away from the heart, develops aebailgl is likely to burst. This condition often acxbelow the
kidneys, in the abdomen. Renal, lliac and Bilamygedures refer to stenting in the kidney, iliaieaes (which supply blood to the legs) and liver,
respectively. Femoral-Popliteal procedures invaienting in vessels in the legs.

As in carotid procedures, peripheral procedureshagacterized by the necessity of controlling elslahowers both during and pgstecedure. Controllin
embolic showers is so important in these indicatithrat physicians often use covered stents, aigk®f blocking branching vessels, to ensure émaboli does not
fall into the bloodstream. We believe that our M@1L™ design will provide substantial advantages ovesténg therapies in treating peripheral artery ss&no
(blockage or narrowing of the peripheral arteries).

Product Development and Critical Milestones

Below is a list of the products described above @ndprojected critical milestones with respeceééch. As used below, “Q” stands for our fiscal
quarter. While we currently anticipate seekingrappl from the U.S. Food and Drug Administration &l of our products in the future, we have onliflmed a
timetable to seek U.S. Food and Drug Administratipproval for our MGuar@ Coronary plus with bio-stable mesh product in aurent business plan. The use
of the term “to be determined” in the table belowthwegard to certain U.S. Food and Drug Adminisbratrial milestones indicates that the achievetnenf such
milestones is unable to be accurately predictesliab milestones are too far in the future.

European Union

Product Indication Start Development CE Mark Sales FDA Approval U.S. Sales
MGuard™ Coronary Plus B-Stable Mest  Bypass/ Coronar 2005 Oct. 2007 Q1-2008  Q3-201:-Q4-201% 2015
MGuard™ Peripheral Plus E-Stable Mest Peripheral Arterie Q1-2011 Q1-2012 Q4-2012 To be determine To be determine
MGuard™ Carotid Plus B-Stable Mest Carotid Arteries Q1-2011 Q1-2012 To be determine To be determine To be determine
MGuard™ Coronary Plus Bio-Absorbable Bypass/ Coronary Q1-2013 Q3-2016 Q4-2016 To be determine To be determine

Drug-Eluting Mesh




With respect to the timetable for MGuard™ CoronRhys Bio-Stable Mesh, the expected timing for th8.ood and Drug Administration approval and
U.S. sales has been changed due to unanticipal@gsde the U.S. Food and Drug Administration apatgrocess. With respect to the timetable for MG
Peripheral Plus Bio-Stable Mesh, the expected cornamant of sales in the European Union has beegeatklan account of our desire to provide extra tafter
obtaining CE Mark approval to promote our producat davelop a proper launching program for it. Wehpect to MGuard™ Carotid Plus Bio-Stable Mesh, we
have determined that the expected commencemeatasf & the European Union can no longer be acalyrptedicted because we have delayed the further
development of this product subject to obtaininditiainal funding for its development.

We anticipate that our MGuaf®! Coronary plus with bio-stable mesh product willdiessified as a Class Ill medical device by the. F&d and Drug
Administration.

Pre-Clinical Studies

We performed laboratory and animal testing priosubmitting an application for CE Mark approval éwr MGuard™ Coronary with bio-stable mesh. We
also performed all CE Mark required mechanicaingsdf the stent. We conducted pre-clinical anitnials at Harvard and MIT Biomedical Engineeringri@er
BSET lab in July 2006 and August 2007. In thesmabhtrials, on average, the performance of the @M Coronary with bio-stable mesh was comparable with
the performance of control bare-metal stents. ygialalso indicated that in these animal trialsrttesh produced levels of inflammation comparablé wiose
levels produced by standard bare-metal stentshuxwan trials were conducted as part of these pméeeal trials.

The table below describes our completed and plapnedlinical trials. The use of the term “To beeatenined” in the table below with regard to milesto
dates in our pre-clinical studies indicates thathaee not yet decided when to schedule such milesto

Stent
Product Platform Approval Requirement Start of Study End of Study
MGuard™ Coronary  Bare-Metal Stent Plus Bi6tableCE Mark (European Union + Re Q4-2006 Q3-2007
Mesh of World)
Drug-Eluting Mesh (Bare-MeteCE Mark (European Union + R To be determined To be determined
Stent Plus Drug-Eluting Mesh of World)
FDA (U.S.) To be determine To be determine
Cobalt-Chromium Stent Plus Bi FDA Q3-2012 Q3-2015 - Q4-2015
Stable
Mesh
MGuard™ Self Expending System Plus CE Mark (European Union + Re Q2-2012 Q2-2013
Peripheral/Caroti( Mesh of World)
MGuard™ Carotid Self Expending System Plus FDA (U.S.) Peripheral information on animals can be used
Mesh




With respect to the preclinical studies for MGu&dCoronary, the drug-eluting mesh trials have bedefinitely suspended due to our determination to
focus our time and resources on other trials attttie and the start of the cobalt-chromium stéunt pio-stable mesh trial was delayed from our jonesly
announced target due to the delay of the U.S. loddDrug Administration approval process for MGu¥r@oronary Plus Bio-Stable Mesh.

With respect to the preclinical studies for MGuasatipheral/Carotid, the start of study of the Selp&nding System Plus Mesh trial has been delayex fro
our previously announced target due to a delayireceipt of anticipated funding.

Clinical Trials

The table below describes our completed and planligidal trials. The use of the term “To be detéred” in the table below with regard to milestone d
in our clinical trials indicates that we have net gecided when to schedule such milestones. Adistone dates set forth in the table below arebest estimates
based upon the current status of each clinicadl tria

Study Status

Stent Clinical Follow-up End
Product Platform Trial Sites Requirement Objective No. of Patients Start Enrollment End of Study
ggg"a”y =0 2 monthe 41 Q4-2006 Q4- 2007 Q2-2008
Brazil — one site {12 months 30 Q4-2007 Q1-2008 Q2-2009
Poland- four site$6 months 60 Q2-2008 Q3-2008 Q2-2009
Internationa
MGuard™
Observational |12 months 1,000 Q1-2008 Q4-2013 Q4-2013
Study_ -worldwide Study to
- 50 sites
- evaluate safety|
Israeli MGuard™ and
Observational g monis performance of 100 Q2-2008 Q3-2011 Q3-2012
Study - Israel - 8 ™
! MGuard
Bare-Metal |sites system
Stent Plus Bio{vaster
Stable  randomized
Mesh  lcontrol trial -
7 countries, 50 |12 months 430 Q2-2011 Q2-2012 Q2-2013
centers in South
IAmerica, Europe
MGuard™ and Israe
Coronary Brazil - 25 sites |12 months 500 Q3-2010 To be determine| To be determine]
Pilot study to
evaluate safety|
FDA Study - 40 and
sites, U.S. and olit2 months performance of 800 %12'_22001122' QQSlzzoolf 4 %42'_22001145'
of U.S. MGuard™
system for FDA
approval
8-12 months Pilot study to
South America evaluate safety,
and Europe — 10 and 500 To be determine| To be determine| To be determing)
sites performance of
Drug-Eluting MGuard™
Stent (Bare- system for FDA
Metal Ste_nt * lu.s. — 50 sites 12 months and CE Mark 2,000 To be determine| To be determine[To be determing
Drug Eluting approval
Mesh) Evaluation of
Rest of World as sa_fety . . .
- 8-12 months and efficacy for 400 To be determine| To be determine| To be determine]
registry study o
specific
indications




Study Status

Stent Clinical Follow-up No. of End End of
Product Platform Trial Sites Requirement  Objective Patients Start Enrollment Study
South Ameri dE Pilot study to
self | O‘L‘:tsit e e aNAELOPE T 12 months e\]{aluated 50 Q2-2012 | Q1-2013 | Q4-2014
. safety an
MGuard™ Peripheral ?;Sigﬂnf performanc:
Mesh [South Americaand Europe 4 . (Of MGuard™ 150 22010 42010 | 02-2011
six sites months  |system for C Q2- Q4- Q2-

Mark approva
Evaluation of

Self S"f"f‘few arf‘d
. . elricacy ror
MGuard™ Carotid Eé‘)f’jgﬂ”f Stﬁ(sj;"f Worldas aregistty | g nonthe  Ispecific 100 Q22012 | Q32013 | Q3-2014
Mesh indications
post-
marketing

Each of the patient numbers and study dates gétifothe tables above are management’s best dstimfighe timing and scope of each referenced
trial. Actual dates and patient numbers may vapethding on a number of factors, including, withauttation, feedback from reviewing regulatory hatities,
unanticipated delays by us, regulatory authoribiethird party contractors, actual funding for thials at the time of trial initiation and initi#fial results.

With respect to the MGuard Coronary clinical trial for the Master randomizezhtrol trial, the start and end enroliment datesehzeen delayed from our
previously announced target by a fiscal quartertaedend of study date has been delayed from @wiquisly announced target by two fiscal quarters udelays i
the necessary approvals of the trial by local @lhéommittees in certain of the participant cowesri




The MGuard™ Coronary clinical trials for the drug-eluting stdratve been delayed from our previously announaggtalue to a delay in our receipt of
anticipated funding.

With respect to the MGuard Peripheral clinical trial for the self expandings®m + mesh, the start date has been delayed fuopreviously announced
start date due to a delay in our receipt of angitggd funding.

With respect to the MGuard Carotid clinical trial for the self expanding syste- mesh, the number of patients has been decreéase feedback from
the clinical trial leaders that a smaller patieopplation would be sufficient for this clinical afi

Completed Clinical Trials for MGuard ™ Coronary Bare-Metal Stent Plus Bio-Stable Mesh

As shown in the table above, we have completeddiiwvecal trials with respect to our MGuaftd Coronary with biostable mesh. Our first study, conduc
at two centers in Germany, included 41 patientk wither saphenous vein graft coronary intervestimnnative coronary lesions treatable by a stgminocedure
(blockages where no bypass procedure was perfornigt MGuard™ Coronary rate of device success, meaning the stemsuccessfully deployed in the target
lesion, was 100% and the rate of procedural sucogsaning there were no major adverse cardiac syeir to hospital discharge, was 95.1%. At sonths, only
one patient (2.5% of participants) had major mydediinfarction (QWMI) and 19.5% of participantschtarget vessel revascularization (an invasive gotace
required due to a stenosis in the same vessettt@athe study). This data supports MGuB#ds safety in the treatment of vein grafts and rateronary legions.

Our 2007 study in Brazil included 30 patients wherevcandidates for a percutaneous coronary intéore(angioplasty) due to narrowing of a native
coronary artery or a bypass graft. In all patietits,stent was successfully deployed with perfemdflow parameters (the blood flow parameter iseasurement
how fast the blood flows in the arteries and thermtirculation system in the heart). There werenagor cardiac events at the time of the follop/30 days after tt
deployment of the stents.

The study in Poland included 60 patients with a8esegment elevation myocardial infarction (thestrsevere form of a heart attack, referred to as
“STEMI"). The purpose of the study was to confitime clinical performance of MGuard Coronary with bio-stable mesh when used in STEMiepés where
percutaneous coronary intervention is the primeny of therapy. Perfect blood flow in the artergsaachieved in 90% of patients, perfect blood fioww the heart
muscle was achieved in 73% of patients and compdsteration of electrocardiogram normality wasieedd in 61% of patients. The total major advemaliac
events rate during the six-month period followihg tleployment of the stents was 0%.

Ongoing Clinical Trials for MGuard ™ Coronary Bare-Metal Stent Plus Bio-Stable Mesh

Our ongoing observation study in Europe is an apeistry launched in the first fiscal quarter oD20 This registry is expected to enroll up to 0,00
patients and is aimed at establishing the perfoomafi MGuard™ Coronary with bio-stable mesh in a “real world” péattion. To date, the primary countries to join
are Austria, Czech Republic and Hungary. The pynesudpoint that this registry will evaluate is tezurrence of major adverse cardiac events at sixtins
following deployment of the stent, and the clinif@low-up will continue for a period of up to oyear per patient. As of February 29, 2012, 527epési of the
prospective 1,000 have been enrolled in 28 sites.

Our ongoing observational study in Israel is anroggistry launched in the fourth fiscal quarte2009. This registry is expected to enroll up @0 1
patients. The purpose of this study is to suploas! Israeli regulatory approval. The primary eoihp that this registry will evaluate is the ocance of major
adverse cardiac events at 30 days following depéoyrof the stent, and the clinical follow-up wik lsonducted at six months following deploymenthef stent. As
February 29, 2012, 86 patients of the prospectdgeHave been enrolled.

In the third fiscal quarter of 2010, we launcheBrazilian registry to run in 25 Brazilian sites agtoll 500 patients. The primary endpoint thas tieigistry
will evaluate is the occurrence of major adverseiea events at six months following the deploymafthe stent, and the clinical follow-up will camte for a
period of up to one year per patient. As of Felyr@®, 2012, 16 patients of the prospective 500Hzen enrolled.




Comparison of Clinical Trial Results to Date with Results Achieved Using Bare Metal or Drug-Eluting Sgnts in the STEMI population
We conducted a meta-analysis of data from fouiadirtrials in which MGuard™ was used:

« The MAGICAL study, a single arm study in which &6ute ST-segment elevation myocardial infarctibe (host severe form of a heart attack, referred to
as STEMI) patients with less than 12 hours symptasebwere enrolled, as reported in “Mesh Coveredt®eST-segment Elevation Myocardial
Infarctior” in Eurolnterventior, 2010;

« the PISCIONE study, a single arm study in which SGEMI patients were enrolled, as reported in “Mudtitre Experience with MGuard Net Protective
Stent in S™-elevation Myocardial Infarction: Safety, Feasililiand Impact on Myocardial Reperfus” in Catheter Cardiovasc Inter, 2009;

« the iMOS study, a Registry on MGuard use in thelsgorld” population, from a study whose data was published; and

« the Jain study, which looks at a small group oBFEMI patients, as reported in “Prevention of Thbus Embolization during Primary Percutaneous
Intervention Using a Novel Mesh Covered S” in Catheter Cardiovasc Inter, 2009.

Our meta-analysis included data from the followinagls:

« The CADILLAC (Controlled Abciximab and Device Inu@smtion to Lower Late Angioplasty Complications)dy, which found that primary stent
implantation is a preferred strategy for the tresitof acute myocardial infarction, as reportetiirProspective, Multicenter, International Randogedz
Trial Comparing Four Reperfusion Strategies in &dutyocardial Infarction: Principal Report of the i@mlled Abciximab and Device Investigation to
Lower Late Angioplasty Complications (CADILLA" Trial in Journal of American College of Cardiolo, 2001;

« The EXPORT trial which was a randomized open-latady whose primary endpoint was to evaluate fimpwrovement in AMI patients using either
conventional stenting or aspiration followed bynsiteg, as reported in “Systematic Primary Aspiratio Acute Myocardial Percutaneous Intervention: A
Multicentre Randomised Controlled Trial of the Expaspiration Cathet¢’ in Eurolnterventior, 2008;

« The EXPIRA trial which was a single-center studyed to explore pre-treatment with manual thromhegtas compared to conventional stenting, as
reported in “Thrombus Aspiration During Primary 8ganeous Coronary Intervention Improves Myocarigherfusion and Reduces Infarct Size: The
EXPIRA (Thrombectomy with Export Catheter in Infarelated Artery During Primary Percutaneous Corgratervention) Prospective, Randomized
Trial” in Journal of American College of Cardiolo, 2009;

« The REMEDIA trial, whose objective was to assessdifety and efficacy of the EXPORT catheter foortibus aspiration in STEMI patients, as reporte
“Manual Thrombus-Aspiration Improves Myocardial Répsion: The Randomized Evaluation of the EffecMefchanical Reduction of Distal
Embolization by Thrombt-Aspiration in Primary and Rescue Angioplasty (REMEPTrial” in Journal of American College of Cardiolo, 2005;

« The Horizons-AMI (Harmonizing Outcomes with RevdaciZatiON and Stents in Acute MI), which is thedast randomized trial which compared DES to

BMS in Ml patients, as reported in “Paclitaxel-EhgiStents Versus Bare-Metal Stents in Acute Myoedidfarction” inNew England Journal of
Medicine, 2009; and
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« The TAPAS Trial which showed that thrombus aspiratbefore stenting benefits Ml patients, as repbirté'Thrombus Aspiration During Primary
Percutaneous Coronary Interven” in New England Journal of Medicir, 2009.

The meta analysis of MGuaftf outcomes in STEMI population show comparable rafeerombolysis in myocardial infarction (TIMI) 3ofw with no
significant difference of the historical control @empared to MGuarf" (88.5% and 91.7%, respectively), while the ratesigbcardial blush grade score 3 (37.3%
for the historical control and 81.6% for MGudM) and ST segment resolution>70% (53.6% for theohisdl control and 79.1% for MGuard') are statistically
significantly better with the MGuart . MGuard™ also appears consistently superior at the 30 dajsrradverse cardiac event (8.4% for the histogcaltrol and
2.4% for MGuard™) and 1 year major adverse cardiac event (13.3%hphistorical control and 5.9% for MGuaid) endpoints. The data appears in the follov

tables.

NAME OF STUDY

MAGICAL

PISCIONE

iMOS

Average

Number of Patient

60

100

203

414 (Total)

[Thrombolysis in myocardial infarctior-1,%

0

0

1.2

0.6

[Thrombolysis in myocardial infarction 3,

90

85
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91.7

Myocardial blush grade-1,%

3.3

0

1.2

Myocardial blush grade 3,
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80

81.6
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90

79.1
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85.4

87.6

30 day major adverse cardiac even

o

2.2

3.2

2.4

6 month major adverse cardiac event

4.5

6.0

4.6
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5.6

6.0

5.9

1 year target vessel revascularizai

2.3

2.3

2.8

/Acute Binary Resteonosis 6M,

19.0*

19.0

Trial
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CADILLAC AMI
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AMI
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EXPORT
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- . _Jcontrol
aspiratio

control
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2257

535 536
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88
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49
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(total)

Thrombolysis ir
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infarction (-1,%

3.9

24

11

2.1

0.6

Thrombolysis in
myocardial
infarction 3,%

96.9

86 82.5

76.9

82

88.5

91.7

Myocardial blush

48.7

17.1 26.3

31.6

27.6

35.2

1.2

Myocardial blush
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Erade 3.%

17.4

45.7 | 32.2

254

35.8

37.3

81.6

*%
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56.6 | 44.2

53.6

79.1
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78.2
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30 day major
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4.4

8.4

2.4

*%
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10.2

10.2

4.6
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adverse cardiac
events,%

13.1

10.9
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13.3

5.9
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Resteonosis 6
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20.8

20.8

19.0

1 year target vess
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7.4

4.6

Acute Binary
Resteonosis 1
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21

8.3

115
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Future Clinical Trials for MGuard ™ Coronary

We anticipate that additional studies will be coctéd to meet registration requirements in key coesit particularly the U.S. We have currently budde
$8.5 million for the U.S. Food and Drug Administoattrial. We expect that post-marketing trialdlwe conducted to further establish the safety effidacy of the
MGuard™ Coronary with biostable mesh in specific indications. These tniglsbe designed to facilitate market acceptanca @xpand the use of the product.
anticipate that the MGuard for Acute ST ElevatiepBrfusion Trial (MASTER Trial), for which we havadgeted $2.0 million, will serve to promote market
acceptance of the product and expand its usage. MRSTER Trial is a multinational, randomized catigd trial of the MGuard™ mesh protective coronstgnt
that includes 432 patients in a two-arm, paralédign, with the intention of testing the MGuard™®rgtagainst commercially approved bare-metal sendsug-
eluting stents with respect to myocardial repednsn primary angioplasty for the treatment of @c8T-elevation myocardial infarction. In other ntiies, we
believe that we generally will be able to rely ugba CE Mark approval of the product, as well asrésults of the U.S. Food and Drug Administratigel and
MASTER Trial in order to obtain local approvals.

In the second fiscal quarter of 2011, we begaroagactive, randomized study in Europe, South Amaeaitd Israel to demonstrate the superiority of the
MGuard™ stent over commercially-approved bare-martdl drug-eluting stents in achieving better myoieduréperfusion (the restoration of blood flow)primary
angioplasty for the treatment of acute STEMI. Wecgpdte that this trial will enroll 432 subject)% of whom will be treated with an MGuard™ stend &9% of
whom will be treated with a commercially-approveddymetal or drugluting stent. The primary endpoint of this stuslyhe occurrence of the restoration of nor
electrocardiogram reading. As of February 29, 2@04 patients of the prospective 432 have beeuwlledr

We also plan to conduct a large clinical studyJo8. Food and Drug Administration approval in th&UNe expect that this study will be a prospective
multicenter, randomized clinical trial. Its primaspjective will be to compare the safety and tHeaiveness of the MGuard™ stent in the treatméxieanovo
stenotic lesions in coronary arteries in patiemengoing primary revascularization (a surgicalcpaure for the provision of a new, additional, ogmented blood
supply to the heart) due to acute myocardial infancwith the MultiLink Vision stent system from Abti Vascular. We expect total enroliment of appnaedely 80(
subjects, at up to 40 sites throughout the U.S.Eamdpe. The combined primary endpoint of this gtwill be the occurrence of Blush Score of 3, whietuld
indicate that blood supply to the heart musclepisneal, following the procedure, and the occurreattarget vessel failure (a composite endpoirtastliac death,
reoccurrence of a heart attack and the need faotuaef invasive procedure to correct narrowing ef ttoronary artery). This study is expected to ste012, and
the enrollment phase is expected to last 18 mokitesexpect that subjects will be followed for 12ntits with assessments at 30 days, six months antbhghs.
This plan is tentative, and is subject to changeotdorm with U.S. Food and Drug Administration uégions and requirements.
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Planned Trials for future MGuard ™ Peripheral and Carotid Products

As shown in the table at the beginning of thisisectwe also plan to conduct clinical trials for@dditional products in development in order ttadr

approval for their use. We anticipate that lodatributors in the countries in which such trialdl vake place will support many of these studies.

Growth Strategy

Our primary business objective is to utilize oungmietary technology to become the industry stashdi@r treatment of acute coronary syndromes and to

provide a superior solution to the common acutdlgros caused by current stenting procedures, suobstenosis, embolic showers and late thrombd¥is.are
pursuing the following business strategies in otdeachieve this objective.

Successfully commercialize MGua™ Coronary with bio-stable mesh.We have begun commercialization of MGu@fdCoronary with a bio-stable
mesh in Europe, Asia and Latin America throughdistributor network and we are aggressively purg@idditional registrations and contracts ather
countries such as Russia, Canada, South KoreaiuBgelthe Netherlands and certain smaller countridsatin America. By the time we begin marketing
this product in the U.S., we expect to have intaedlithe MGuardM technology to clinics and interventional cardioktgiaround the world, and to have
fostered brand name recognition and widespreadtifopf MGuard™ Coronary. We plan to accomplish this by partidipgin national and international
conferences, conducting and sponsoring clinicalgyipublishing articles in scientific journals diag local training sessions and conducting eteutr
media campaign:

Successfully develop the next generation of MGui™ stents. While we market our MGuart™ Coronary with bio-stable mesh, we intend to devehep
MGuard™ Coronary with a drug-eluting mesh. We are alsokimgy on our MGuardM stents for peripheral and carotid, for which weestgo have CE
Mark approval by the first quarter of 2012. In diudti, we released our cobalt-chromium version of M@iUM , MGuard Prime™, in 2010, which we
anticipate will replace MGuar™ over the next couple of yea

Continue to leverage MGuar™ technology to develop additional applications fortérventional cardiologists and vascular surgeor In addition to the
applications described above, we believe that weewentually be able to utilize our proprietargh&ology to address imminent market needs for new
product innovations to significantly improve pat€rcare. We have secured intellectual properiggueur unique mesh technology in the areas ofbrai
aneurism, treating bifurcated blood vessels aneliaaoncept of distal protective devices. We belithese areas have a large growth potential gimesyr
view, that present solutions are far from satigfgctand there is a significant demand for bettdigmt care. We believe that our patents can befu
practice and that they will drive our growth abgel stage

Work with world-renowned physicians to build awaresgeand brand recognition of MGuar@ portfolio of products. We intend to work closely with
leading cardiologists to evaluate and ensure theaely and safety of our products. We intend #wahe of these prominent physicians will serve an ou
Scientific Advisory Board, which is our advisoryromittee that advises our board of directors, amdctinical trials with the MGuard Coronary

stent. We believe these individuals, once condrafecthe MGuard™ Coronary stent’s appeal, will be invaluable asgefacilitating the widespread
adoption of the stent. In addition, we plan toki®o these cardiologists to generate and publignsfic data on the use of our products, and &sent their
findings at various conferences they attend. Deg@ W. Stone, director of Cardiovascular ReseanthEducation at the Center for Interventional \déem
Therapy of New York Presbyterian Hospital/Columbiaiversity Medical Center and the co-director ofdWal Research and Education at The
Cardiovascular Research Foundation is the studyroha for the MASTER Trial. Dr. Donald Cutlip, Exative Director of Clinical Investigation at the
Harvard Clinical Research Institute, will providaentific leadership of the U.S. Food and Drug Adisiiration trials. On October 4, 2011, InspireMi .
our wholly-owned subsidiary, entered into a clihicil services agreement with Harvard ClinicalsBarch Institute, Inc., pursuant to which Harvard
Clinical Research Institute, Inc. will conduct ady entitled “MGuard Stent System Clinical TrialRatients with Acute Myocardial Infarction” on our
behalf. We will pay Harvard Clinical Research Ihg#, Inc. an estimated fee of approximately $1ionifor conducting the study, subject to adjushine
dependent upon changes in the scope and natune sfudy, as well as other costs to be determigelebparties
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« Continue to protect and expand our portfolio of gatts. Our patents and their protection are critical to success. We have filed ten separate patents for
our MGuard™ technology in Canada, China, Europe, Israel, Iffi@ajth Africa and the U.S. We believe these pateover all of our existing products,
and can be useful for future technology. We intendontinue patenting new technology as it is tgwed, and to actively pursue any infringement upor
patents. On October 25, 2011, one of our patguitcgions, U.S. patent application 11/582,354, igaged as U.S. Patent 8,043,2

« Develop strategic partnershipsWe intend to partner with medical device, biotedbgyg and pharmaceutical companies to assist inlévelopment and
commercialization of our proprietary technologylthdugh we have not yet done so, we plan to partriera company in the U.S. to guide products
through U.S. Food and Drug Administration appraaad to support the sale of MGu¢™ stents in the U.<

As noted above, we previously filed patents for M@uard™ technology in China, as part of our intended grostthtegy. However, upon further
consideration of the cost and resources requiredh@ve patent protection in China, we electegritritize our pursuit of growth opportunities ither countries
and, as such, have ceased our growth efforts ineClioir the current time period. We intend to réeate our strategy towards commercialization of M@uard™
technology in China in the future.

Competition

The stent industry is highly competitive. The baretal stent and the drug-eluting stent markethénU.S. and Europe are dominated by Abbott
Laboratories, Boston Scientific Corporation, Johm&dJohnson and Medtronic, Inc. Due to ongoing otidation in the industry, there are high barrigr&ntry for
small manufacturers in both the European and ti$e darkets. However, due to less stringent regojapproval requirements in Europe, we believé tifra
European market is somewhat more fragmented, aatl sompetitors appear able to gain market shatie grieater ease.

In the future, we believe that physicians will lolmknext-generation stent technology to competh witrrently existing therapies. These new techgiek
will likely include bio-absorbable stents, stertattare customizable for different lesion lenggients that focus on treating bifurcated lesiond, stents with
superior polymer and drug coatings. Some of tmepamies developing new stents are The Sorin Gstgmt, Inc., Cinvention AG, OrbusNeich, BiotronilES:
Co. KG, Svelte Medical Systems, Inc., Reva Inc. 8tehtys SA, among others. To address curreng¢sssith drug-eluting stents, The Sorin Group anavE€ntion
AG have developed stents that do not require anpetycoating for drug delivery, thereby expanding types of drugs that can be used on their reygecti
stents. OrbusNeich has addressed the problenratitfg, developing a stent coated with an antibdegigned to eliminate the need for any drug atXdént, Inc.
has been concentrating on a stent that can bensiz&td to fit different sized lesions, so as to @tiate the need for multiple stents in a single pduce. Biotronik
SE & Co. KG is currently developing bio-absorbagtient technologies, and Abbott Laboratories isemity developing a bio-absorbable drug-eluting stéhese
are just a few of the many companies working toromp stenting procedures in the future as the plostbf available stent technologies rapidly in@es As the
market moves towards next-generation stenting tolgies, minimally invasive procedures should beeanore effective, driving the growth of the markethe
future. We plan to continue our research and @gmént efforts in order to be at the forefrontraf icute myocardial infarction solutions.

According to the January 3, 2011 2011 MEDTECH OUTOproduced by the BMO (Bank of Montreal) InvestmBanking Group, the worldwide stent
market is dominated by four major players, withbanbined total market share of approximately 96%thifithe bare metal stent market and drug-elutiegts
market, the top four companies have approximat2$p @nd 98% of the market share, respectively. Tfmgecompanies are Abbott Laboratories, Bostor&dic
Corporation, Johnson & Johnson and Medtronic, [fa.date our sales are not significant enough tstegin market share. As such, one of the chgéerwe face
to the further growth of MGuard™ is the competitfoom numerous pharmaceutical and biotechnologypamies in the therapeutics area, as well as cotigpeti
from academic institutions, government agenciesraadarch institutions. Most of our current anteptial competitors, including but not limited twose listed
above, have, and will continue to have, substdptiakater financial, technological, research aedetbpment, regulatory and clinical, manufacturimgyketing and
sales, distribution and personnel resources thadove
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In addition to the challenges from our competitave,face challenges related specifically to oudpads. None of our products are currently appidwe
the U.S. Food and Drug Administration. Clinicals necessary to support a pre-market approvdicapipn to the U.S. Food and Drug Administratiam éur
MGuard™ stent will be expensive and will require émeollment of a large number of patients, andafliét patients may be difficult to identify and ngitrwhich
may cause a delay in the development and commieatiah of our product candidates. Furthermore,r@ghts to our intellectual property with respéziour
products could be challenged. Based on the prdiifgation that has occurred in the stent indusind the fact that we may pose a competitive thoeesome large
and well-capitalized companies that own or corpaiknts relating to stents and their use, manufaetod delivery, we believe that it is possible tivee or more
third parties will assert a patent infringemenirolagainst the manufacture, use or sale of our M@&astent based on one or more of these patents.

We note that an additional challenge facing oudpots comes from drug-eluting stents. Over thedastde, there has been an increasing tendensgto u
drug-eluting stents in percutaneous coronary iretion (PCI), with a usage rate of drug-elutinghtgen PCI approaching 70-80% in some countriesnetiough
drug-eluting stents do not address thrombus manegeim acute myocardial infarction. A recent HORNM® AMI trial that compared drug-eluting stents ards>
metal stents in STEMI patients failed to show aagéfit of drug-eluting stents as compared to baegahstents with regard to safety (death, re-irtfang stroke, or
stent thrombosis), but showed the 1 year targetel@svascularization (TLR) rate for drug-elutinigrg patients was only 4.6%, as compared to 7.4%dtents
with bare-metal stents. However, based on data &een 350 patients across three clinical trials, ThR rate for MGuardM was 2.8%. (This data is comprised of:
(i) a TLR rate of 2.3% for a 100-patient studyregorted in “Multicentre Experience with MGuard NRebtective Stent in ST-elevation Myocardial Infarnt
Safety, Feasibility, and Impact on Myocardial Répgion” in Catheter Cardiovasc Intery2009; (ii) a TLR rate of 2.3% for a s@peup of 203 STEMI patients fro
the International MGuar Observational Study; and (iii) a TLR rate of 6.086 & group of 51 heart attack patients, as repdntéBrevention of Thrombus
Embolization during Primary Percutaneous Intenantising a Novel Mesh Covered Stent'Gatheter Cardiovasc Intery2009).

Another challenge facing the MGuat products is that placing the stent at the entram¢arge side branches, known as jailing large bidaches, is not
recommended with the MGuaf¥ Coronary stent, because there is risk of thrombdaiing requires the need to cross the stent guiilewire and to create an
opening with the balloon to allow proper flow, whican be achieved with lower risk by using otheebaetal stents.

Research and Development Expenses

During each of 2011, 2010 and 2009, we spent afpately $2.5 million, $1.3 million and $1.3 milliprespectively, on research and development.
Sales and Marketing

Sales and Marketing

In October 2007, MGuart™ Coronary with a bio-stable mesh received CE Marirayal in the European Union, and shortly thereaftes commercially
launched in Europe through local distributors. &ve also in negotiations with additional distribnston Europe, Asia and Latin America and are cutyeselling our
MGuard™ Coronary with a bio-stable mesh in more than 3thuies.

Until U.S. Food and Drug Administration approvaloefr MGuard™ Coronary with a bistable mesh, which we are targeting for 2014, vae pb focus ot

marketing efforts primarily on Europe, Asia andihadmerica. Within Europe, we have focused on retshvith established healthcare reimbursement fooal
governments such as Italy, Germany, Great Brifaiance, Greece, Austria, Hungary, Poland, Sloveluach Republic and Slovakia.
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In addition to utilizing local and regional distator networks, we are using international tradeaghand industry conferences to gain market expcesude
brand recognition. We plan to work with leading/picians to enhance our marketing efforts. Asssatdume increases, we plan to open regional affared
manage sales activities more closely in each oflefined geographical regions, and to provide ntargesupport to local and regional distributorsach area.

Product Positioning

The MGuard™ Coronary has initially penetrated the market byeeng market segments with indications that prebegtt risks of embolic dislodgement,
notably acute myocardial infarction and saphenais graft coronary interventions. The market peat&n of the MGuardM Coronary in 2011 was minimal, with
total sales in the twelve months ended Decembe2@®lL1 of approximately $6 million representing ldssn 1% of the total sales of the acute myocardfatction
solutions market.

When performing stenting procedures in patientk aiute coronary symptoms, interventional cardigksgace a difficult dilemma in choosing between
bare-metal stents, which have a high rate of resisnand drug-eluting stents, which have a higé o&late stent thrombosis, require administratibanti-platelet
drugs for at least one year post procedure anthare costly than bare-metal stents. We are magketiir platform technology, MGuafd', as a superior and cost
effective solution to these currently unmet needsaterventional cardiologists. We believe our MiBd™ technology is clinically superior to bare-metalnége
because it provides embolic protection during amstqprocedure. We believe our MGuadMitechnology is clinically superior to drug-elutingsts, due to its lower
stent thrombosis rate and protection from embdimasers during and post-procedure.

In addition to the advantages of the MGu8Ydechnology that we believe to exist, the MGuBfdechnology maintains the deliverability, crossingfite,
and dilatation pressure of a conventional sterd,iaterventional cardiologists do not have to ugdezxtensive training before utilizing the product.

Insurance Reimbursement

In most countries, a significant portion of a patie medical expenses is covered by third-partyopgy Third-party payors can include both governimen
funded insurance programs and private insurancgranes. While each payor develops and maintairmits coverage and reimbursement policies, themagbrity
of payors have similarly established policies. @lthe MGuard™ products sold to date have been designed and thiveteich a way as to facilitate the utilization
of existing reimbursement codes, and we intendtdicue to design and label our products in a macoesistent with this goal.

While most countries have established reimbursemahts for stenting procedures, certain countriag raquire additional clinical data before recogmyz
coverage and reimbursement for the MGu&tgrroducts or in order to obtain a higher reimbursetnpeice. In these situations, we intend to corgptke required
clinical studies to obtain reimbursement appromatauntries where it makes economic sense to do so.

In the U.S., once the MGuaf Coronary with bio-stable mesh is approved by th®. Bood and Drug Administration, it will be eligibfor reimbursement
from the Centers for Medicare and Medicaid Serviegsch serve as a benchmark for all reimbursemedéso While there is no guarantee these codesatill
change over time, we believe that the MGu&tavill be eligible for reimbursement through both govmental healthcare agencies and most privatedansea
agencies in the U.S.
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Intellectual Property
Patents

We have filed ten separate patents for our MGUMngchnology in Canada, China, Europe, Israel, IrB@yth Africa and the U.S. for an aggregate of 35
filed patents. These patents cover percutane@uapk, knitted stent jackets, stent and filter adsies, in vivo filter assembly, optimized stentkats, stent
apparatuses for treatment via body lumens and rdstbbuse, stent apparatuses for treatment via hodgns and methods of manufacture and use, antl ste
apparatuses for treatment of body lumens, amorgratin lay terms, these patents generally coverparts of our products: the mesh sleeve, withwaititbut a
drug, and the delivery mechanism of the stent.C@tober 25, 2011, one of our patent applicationS, Jatent application 11/582,354, was issued 8s Ratent
8,043,323. None of the other patents have beertegtdo date. We believe these patents, oncedssuik cover all of our existing products and be useful for fut
technology. We also believe that the patents we ffifed, in particular those covering the use &hited micron-level mesh sleeve over a stenvésious
indications, would create a significant barrier &mother company seeking to use similar technology.

To date, we are not aware of other companies tnat patent rights to a micron fiber, releasablétédifiber sleeve over a stent. However, largetten
funded competitors own patents relating to theaisirugs to treat restenosis, stent architectatheaters to deliver stents, and stent manufactambcoating
processes as well as general delivery mechanisemfsdtke rapid exchange. Stent manufacturers heterically engaged in significant litigation, ane could be
subject to claims of infringement of intellectuabperty from one or more competitors. Although vedidve that any such claims would be un-foundedhsu
litigation would divert attention and resources gfram the development of MGuaf# stents. Other manufacturers may also challengatbkectual property th:
we own, or may own in the future. We may be foriced litigation to uphold the validity of the clagrin our patent portfolio, an uncertain and coptiycess.

Trademarks

We use the InspireMD and MGuard trademarks. We hagistered these trademarks in Europe. The tradenaae renewable indefinitely, so long as we
continue to use the mark in Europe and make theopgpipte filings when required.

Government Regulation

The manufacture and sale of our products are sutgj@gegulation by numerous governmental authaitincipally the European Union CE Mark, the U.S.
Food and Drug Administration and other correspogdareign agencies.

Sales of medical devices outside the U.S. are sutgjdoreign regulatory requirements that vary elydfrom country to country. These laws and redofet
range from simple product registration requiremémsome countries to complex clearance and praatucbntrols in others. As a result, the processestime
periods required to obtain foreign marketing apptaoway be longer or shorter than those necessarytton U.S. Food and Drug Administration market
authorization. These differences may affect thieieficy and timeliness of international marketauwiinction of our products. For countries in the Beaan Union,
medical devices must display a CE Mark before thay be imported or sold. In order to obtain andnten the CE Mark, we must comply with the Medical
Device Directive 93/42/EEC and pass an initial andual facilities audit inspections to ISO 1348&msiards by an European Union inspection agencyhaVe
obtained ISO 13485 quality system certification #melproducts we currently distribute into the Eagan Union display the required CE Mark. In ordemiaintain
certification, we are required to pass annual itéesl audit inspections conducted by European Uirispectors.

As noted below, we currently have distribution a&gnents for our products with distributors in thBdwing countries: Italy, Germany, Austria, Czech
Republic, Slovakia, France, Slovenia, Greece, CyPortugal, Spain, Poland, Hungary, Estonia, lattia, Ukraine, United Kingdom, Holland, Russia,Miat
Brazil, Chile, Costa Rica, Mexico, Argentina, Coloia, India, Sri Lanka, South Africa, Pakistan asichél. We are subject to governmental regulatiozeich of
these countries and we are not permitted to dedf @ur products in each of these countries. \h#ch of the European Union member countries &ctep CE
Mark as its sole requirement for marketing approsaine of these countries still require us to talditeonal steps in order to gain reimbursementtsdgbr our
products. Furthermore, while we believe that ezfdine above-listed countries that is not a menabéne European Union accepts the CE Mark as itsgy
requirement for marketing approval, each such ggueuires additional regulatory requirementsffioal marketing approval for MGuard Prime™. Additally, in
Canada, we are required to pass annual facilitidg anspections performed by Canadian inspectéigthermore, we are currently targeting additiamlintries in
Europe, Asia, and Latin America. We believe trattecountry that we are targeting also accept€tdark as its primary requirement for marketingrawal. We
intend that the results of the MASTER Trial willisf¢ any additional governmental regulatory regoieats in each of the countries where we currenglyridute
our products and in any countries that we are atlyréargeting for expansion. However, even ifgdivernmental regulatory requirements are satisfieghch such
country, we anticipate that obtaining marketingrappl in each country could take as few as threath®or as many as twelve months, due to the nafufre
approval process in each individual country, inolgdypical wait times for application processinglaeview, as discussed in greater detail below.
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MGuard Prime™ received CE Mark approval in the EesopUnion in October 2010 and marketing approvésriael in September 2011. We are currently
seeking marketing approval for MGuard Prime™ inZraMalaysia, Mexico, Russia, Serbia, Singaporegehtina, India, Sri Lanka and Pakistan. We aceisong
on seeking marketing approval in these countriesuige we believe that these countries represestriiiregest opportunities for us to grow with reggeour
sales. We have determined that other countrids bvatter organized and capitalized healthcare systaay not present us the same opportunities tawthrdue to
the lack of use of stents in treatment of cardj@isades and less advantageous healthcare reimbemsewalicies, among other reasons. While eachetbuntries
in which we are seeking marketing approval for MG@uRrime ™ accepts the CE Mark as its primary requérgnfor marketing approval and does not require any
additional tests, each country does require sordéiadal regulatory requirements for marketing ap@. More specifically, for the approval procesdMalaysia,
we need to submit an application for regulatoryrapgl, which we anticipate will be granted in threenths. For the approval process in Mexico, wedrte submit
an application for regulatory approval, which wéi@pate will be granted in twelve months. For #ypproval process in Serbia, we need to submipphcation for
regulatory approval, which we anticipate will beugted in twelve months. For the approval procesimgapore, we need to submit an applicationdgulatory
approval, which we anticipate will be granted ix sionths. For the approval process in Argentiraneed to submit an application for regulatory apat, which
we anticipate will be granted in approximately tweemonths. For the approval process in India, @edrto submit an application for regulatory applowaich we
anticipate will be granted in approximately twelenths. For the approval process in Sri Lankaneed to submit an application for regulatory apptowhich we
anticipate will be granted in six to twelve month=or the approval process in Pakistan, we nesdhbmit an application for regulatory approval, whige anticipate
will be granted in six to twelve months. In Israghere we received marketing approval in Septer@béd, we will be subject to annual renewal of marketing
approval. Regulators in Israel may request aduifidocumentation or other materials and resultuafies from medical device manufacturers suaksass part of
the renewal process. Generally, however, the dmanawal of marketing approval is given automdlycdarring a material change in circumstanceeesults.

For the approval process in Brazil, we must comyith Brazilian Good Manufacturing Practice, or GMRality system requirements. ANVISA, Brazil's
regulatory agency, must conduct an inspection of Bf@trime™ to determine compliance with Brazil GMBulations. Upon successful completion of antaudi
ANVISA will then issue the GMP certificate necesstoyegister a medical device in Brazil. Once weeive the necessary GMP certificate, we can ajpply f
regulatory approval. We anticipate that the aparpvocess in Brazil will take between one and ywars.

For the approval process in Russia, we must fietige test samples of MGuard Prime™ and then canglawernment-authorized testing. We must then
submit the test results together with our applarafor regulatory approval to the Russian regujatarthority. We anticipate that the approval pesce Russia will
take between five to twelve months.

Please refer to the table below setting forth hgravals and sales for MGuard™ and MGuard Prime™ oauntry-by-country basis.
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Approvals and Sales of MGuard™ and MGuard Prime™ ona Country-by-Country Basis

MGuard MGuard MGuard MGuard

Countries '\'/L‘Gpgfgs;r MGSU‘;SSTM Prime™ Prime™ Countries '\gepg?g\c/i;r MGSU‘;SSTM Prime™ Prime™

Approval Sales Approval Sales
Argentina Y Y N N Italy Y Y Y Y
Austria Y Y Y Y Latvia Y Y Y Y
Brazil Y Y N N Lithuania Y Y Y N
Chile Y Y N N Malaysia N N N N
Colombia Y Y N N Mexico Y Y N N
Costa Rice Y Y N N Pakistar Y Y N N
Cyprus Y Y Y N Poland Y Y Y Y
Czech Rej Y Y Y N Portugal Y Y Y N
UK Y N Y N Russia Y Y N N
Estonia Y Y Y Y Serbia N N N N
France Y Y Y Y Singapore N Y1 N N
Germany Y Y Y Y Slovakia Y Y Y N
Greece Y Y Y Y Slovenia Y Y Y N
Holland (NetherlandgY Y Y Y South Africa | Y Y N N
Hungary Y Y Y Y Spain Y Y Y Y
India Y Y N N Sri Lanka Y Y N N
Israel Y Y Y Y Ukraine Y Y N N

1 At time the sales were made, we satisfied theleggry requirements in Singapore. The regulateguirements in Singapore were subsequently chaagédve
no longer meet these requirements.

In the U.S., the medical devices that will be mactired and sold by us will be subject to laws i@gilations administered by the U.S. Food and Drug
Administration, including regulations concerning threrequisites to commercial marketing, the cohdficlinical investigations, compliance with thei&ity
System Regulation and labeling. We anticipate thatMGuard™ Coronary plus with bio-stable mesh product willd&ssified as a Class 11l medical device by the
U.S. Food and Drug Administration.

A manufacturer may seek market authorization foew medical device through the rigorous Premarlggr8val application process, which requires the
U.S. Food and Drug Administration to determine thatdevice is safe and effective for the purpasended.

We will also be required to register with the UF®od and Drug Administration as a medical devicaufiacturer. As such, our manufacturing facilitiad w
be subject to U.S. Food and Drug Administratiorpeetions for compliance with Quality System RedalatThese regulations will require that we mantifees our
products and maintain our documents in a prescrib@aner with respect to design, manufacturingirntgstnd quality control activities. As a medicalbe
manufacturer, we will further be required to compiigh U.S. Food and Drug Administration requirenserggarding the reporting of adverse events aseacwith
the use of our medical devices, as well as prochattunctions that would likely cause or contribtdedeath or serious injury if the malfunction wéveecur. U.S.
Food and Drug Administration regulations also gav@oduct labeling and prohibit a manufacturer frmarketing a medical device for unapproved appbost If
the U.S. Food and Drug Administration believes thatanufacturer is not in compliance with the lawan institute enforcement proceedings to detaiseize
products, issue a recall, enjoin future violatiansl assess civil and criminal penalties againsttasufacturer, its officers and employees.
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Customers

Our customer base is varied. We began shippingamguct to customers in Europe in January 2008have since expanded our global distribution
network to Canada, Southeast Asia, India and LAstirerica. In 2011, forty six percent (46%) of ouveaue was generated in Europe, eighteen perce¥t)(@Bour
revenue was generated in Asia, sixteen percentdd%ur revenue was generated in South Americalvisvpercent (12%) of our revenue was generatéuein
Middle East with the remaining eight percent (8%pof revenue generated in the rest of the world.

Our major customers in the twelve months ended Déeg, 2011 were Kirloskar Technologies (P) Ltddjsdributor in India that accounted for 18% of our
revenues, Tzamal Jacobsohn Ltd., a distributosriael that accounted for 12% of our revenues , |zash Distribuciones Tecnicas SA, a distributoBpain that
accounted for 9% of our revenues. Our agreemethtkitloskar Technologies (P) Ltd. grants Kirloskeechnologies (P) Ltd. the right to be the exclasistributor
of MGuard™ products in India until May 2013, subject to acleieent of certain order minimums. Under our agregméh Kirloskar Technologies (P) Ltd.,
Kirloskar Technologies (P) Ltd. was required toghase 15,000 stents from us in 2011 and is reqtoredrchase 20,000 stents from us in 2012, aice per stent
of $600, for total minimum order values of $9,0@MGn 2011 and $12,000,000 in 2012, respectiviliyloskar Technologies (P) Ltd. will also be eligglto receive
free stents representing 15% or 20% of the totialevaf stents purchased, depending upon the amolihe of the purchases of our stents. Althougtiolkkar
Technologies (P) Ltd. did not achieve its orderimimm for 2011, we did not terminate either our agnent with Kirloskar Technologies (P) Ltd. or Kslar
Technologies (P) Ltd.’s right to be the exclusivgributor of MGuard™ products in India. Our agreement with Tzamal Jaobh Ltd. grants Tzamal Jacobsohn
Ltd. the right to be the exclusive distributor M@did™ products in Israel until December 2012, subjecdbievement of certain order minimums. Under our
agreement with Tzamal Jacobsohn Ltd., Tzamal Jatwbktd. must achieve at least 85% of the followamder minimums: 1,400 stents during the twelve then
ending March 31, 2012 and 1,600 stents duringwieéve months ending March 31, 2013, at a price gt sper an oral agreement, of 400 Euros, fot totaimum
order values of 560,000 Euros and 640,000 Eursperively. Tzamal Jacobsohn Ltd. will be grardgptions to purchase 8,116 shares of our commotk $toc
each $100,000 in sales upon achievement of the arségmums. Our agreement with Izasa Distribuc®iiecnicas SA grants Izasa Distribuciones TecrS#athe
right to be the exclusive distributor of MGudtd products in Spain until May 2012, subject to achiaent of certain order minimums. Under our agregmeth
Izasa Distribuciones Tecnicas SA, Izasa Distribne®Tecnicas SA was required to purchase 4,006dtem us in 2011, at a price per stent of 7000Eufor a tote
minimum order value of 2,800,000 Euros in 201las&Distribuciones Tecnicas SA did not achieveritier minimum for 2011 and was not eligible to reedree
stents pursuant to its agreement; however, we alidenminate either our agreement with Izasa [hiatriones Tecnicas SA or Izasa Distribuciones Tecn®A's
right to be the exclusive distributor of MGudtd products in Spain. In addition, pursuant to anmangent to our agreement with Izasa Distribucionesriicas SA,
Izasa Distribuciones Tecnicas SA, through its glibses, was required to purchase 500 MGuard Prins&gtits from us at a price per stent of 700 Eurd=ebruary
2011. Izasa Distribuciones Tecnicas SA met itelpase requirement in February 2011 and receivemhashof 100 free stents. lzasa Distribuciones itasrSA
also agreed to partner with us in a study to belgoted in Spain entitled MGuard Prime ImplementatioSTEMI (acute myocardial infarction with ST
elevation). In addition, other current significzotstomers are in Germany, Argentina, and Brazil.

Our major customer in 2010 was Hand-Prod Sp. ZaRplish distributor, that accounted for 29% of mvenues. We have an agreement with Hand-Prod
Sp. Z o.0 that grants Hand-Prod Sp. Z 0.0 the tiglhie the exclusive distributor of MGuald products in Poland until December 2012, subjeeicttievement of
certain order minimums. Under our agreement widméitProd Sp. Z 0.0, Hand-Prod Sp. Z 0.0 was redquo@urchase 1,500 stents from us in 2011 and must
purchase 2,500 stents from us in 2012, at a pecestent of 400 Euro, for total minimum order valuwé 600,000 Euro in 2011 and 1,000,000 Euro ir2201
respectively. Hand-Prod Sp. Z 0.0 did not achieverder minimum for 2011 and therefore did natige any free stents in 2011, but will be eligitdgeceive 500
free stents in 2012 if it achieves the minimum onddues for that year. Although Hand-Prod Sp.@did not achieve its order minimum for 2011, vie rbt
terminate either our agreement with Hand-Prod Sp.oZor Hand-Prod Sp. Z 0.0’s right to be the esisl distributor of MGuardM products in Poland. In addition,
in 2011, we granted Hand-Prod Sp. Z 0.0 an optiguurchase 48,697 shares of our common stock asdaation for its assistance in promoting our bess in
Poland.
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Manufacturing and Suppliers

We manufacture our stainless steel MGu#tdtent through a combination of outsourcing andrabeat our own facility. Third parties in Germany
manufacture the base stent and catheter mateaiasye add our proprietary mesh sleeve to the.Bemtcurrent exclusive product supplier is QualiMenovative
Medizinprodukte GmbH. QualiMed Innovative Medizinduite GmbH is a specialized German stent manufactbat electro polishes and crimps the stent anto
balloon catheter that creates the base for our M@&Uastents. QualiMed Innovative Medizinprodukte GmbH hgseed to take responsibility for verifying and
validating the entire stent system by performing tlecessary bench test and biocompatibility tesbuging the production process, QualiMed Innovativ
Medizinprodukte GmbH is responsible for integratihg mesh covered stent with the delivery systeerilizgation, packaging and labeling. Our manufaicigr
agreement with QualiMed Innovative MedizinprodumbH expires in September 2017, unless earlieritetted by either party in the event of breach ofemial
terms of the agreement, liquidation of the othetypaur failure to receive requested productsmiare than 60 days, a substantiated intellectuglepty claim is
brought against the other party or the developragregement between the parties is terminated. Tmufacturing agreement provides for a rebate proghat
rewards us for increases in sales of our prod@uis.proprietary mesh sleeve is supplied by Biogalhémc., a San Diego, California-based speciattymer
manufacturer for medical and engineering appliceticNatec Medical Ltd. supplies us with catheteas lielp create the base for our MGu8Ydstents. Our
agreement with Natec Medical Ltd., which may berieated by either party upon six months noticelsdar non-binding minimum orders and discountethegers
upon reaching certain purchasing thresholds.

Our MGuard Prime™ cobalt-chromium stent was designeSvelte Medical Systems Inc. We have an agee¢mith Svelte Medical Systems Inc. that
grants us a non-exclusive, worldwide license fadpiction and use of the MGuard Prime™ cobalt-chuomstent for the life of the stent’s patent, subfedhe
earlier termination of the agreement upon the hapticy of either party or the uncured default byeitparty under any material provision of the agreet. Our
royalty payments to Svelte Medical Systems Inc.datermined by the sales volume of MGuard Primeéhtst We will pay a royalty of 7% for all prodwsaties
outside of the U.S. and, for products sales withenU.S., a rate of 7% for the first $10 millionsafles and a rate of 10% for all sales exceedifgillion. We will
also share with Svelte Medical Systems Inc. incib& of obtaining the CE Mark approval, with oustsonot to exceed $85,000, and the U.S. Food and Dr
Administration approval, with our costs not to ead&200,000. We have mutual indemnification obiagyes with Svelte Medical Systems Inc. for any dges
suffered as a result of third party actions bagemhibreaches of representations and warrantidseedatiure to perform certain covenants in therls®agreement,
and Svelte Medical Systems Inc. will also indemni$yfor any damages suffered as a result of tharty@actions based upon intellectual property igteclaims
against the MGuard Prime™ cobalt-chromium stent.

Our MGuard Prime™ cobalt-chromium stent is beingqnofactured and supplied by MeKo Laserstrahl-Matbaatbeitung. Our agreement with MeKo
Laserstrahl-Materialbearbeitung for the productidelectro polished L605 bare metal stents for M@urime™ is priced on a per-stent basis, subjetiteéo
quantity of stents ordered. The complete assepiolgess for MGuard Prime™, including knitting ardwwing the sleeve to the stent and the crimpirth@tleeve
stent on to a balloon catheter, is done at ouelsr&anufacturing site. Once MGuard Prime™ has lassembled, it is sent for sterilization in Germany then bac
to Israel for final packaging.

MGuard™ is manufactured from two main components , thetstad the mesh polymer. The stent is made outdflsss steel or cobalt chromium. Both
of these materials are readily available and weligedhem in the open market. The mesh is made polyethylene terephthalate (PET). This matesakidily
available in the market as well, because it is dsechany medical applications. In the event that supplier can no longer supply this materidiler form, we
would need to qualify another supplier, which cotalidle several months. In addition, in order tairethe approval of the CE Mark, we are requiredegdorm
periodic audits of the quality control systems of key suppliers in order to insure that their prctd meet our predetermined specifications.
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Distributors

We currently have exclusive distribution agreeméotour CE Mark-approved MGuard™ Coronary with btable mesh with medical product distributors
based in Italy, Germany, Austria, Czech Republioy&kia, France, Slovenia, Greece, Cyprus, Porti®din, Poland, Hungary, Estonia, Lithuania, UkeaiUnited
Kingdom, Holland, Russia, Latvia, Brazil, Chile, €a Rica, Mexico, Argentina, Colombia, India, Sainka, South Africa, Pakistan and Israel. We areeatly in
discussions with multiple distribution companie€irope, Asia, and Latin America.

Current and future agreements with distributonsuséite that while we are responsible for trainipgviding marketing guidance, marketing materiarsd
technical guidance, distributors will be resporsitdr carrying out local registration, marketindiaties and sales. In addition, in most casdssalkes costs,
including sales representatives, incentive programd marketing trials, will be borne by the distitior. Under current agreements, distributors lpase stents from
us at a fixed price. Our current agreements wistriutors are for a term of approximately threargeand automatically renew for an additional ttyears unless
modified by either party.

Employees

As of February 29, 2012, we had 66 full-time empley. Our employees are not party to any collettargaining agreements. We consider our relations
with our employees to be good. We believe thatfoture success will depend, in part, on our corgthability to attract, hire and retain qualifiedgmnel.

Iltem 1A. Risk Factors.

There are numerous and varied risks, known andawiknthat may prevent us from achieving our goatss should carefully consider the risks described
below and the other information included in thisrdial Report on Form 10-K, including the consolididieancial statements and related notes. If anthef
following risks, or any other risks not describesdw, actually occur, it is likely that our busisefinancial condition, and/or operating resultalddbe materially
adversely affected. In such case, the tradingmitd market value of our common stock could dedind you may lose part or all of your investmantur
common stock. The risks and uncertainties desgifdow include forward-looking statements and aectual results may differ from those discussedh@se
forward-looking statements.

Risks Related to Our Business

We expect to derive our revenue from sales of our M@L™ stent products and other products we may develdpve fail to generate revenue from this source,
our results of operations and the value of our bnsss would be materially 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
will be subject to the receipt of regulatory apmisvand commercial and market uncertainties thgtlmeaoutside our control. If we fail to generatels revenues,
our results of operations and the value of ourress and securities could be materially and adlyeasected.

If we are unable to obtain and maintain intellectu@roperty protection covering our products, othergy be able to make, use or sell our products,ahhivould
adversely affect our revenue.

Our ability to protect our products from unauthed=zr infringing use by third parties depends satilly on our ability to obtain and maintain whind
enforceable patents. Due to evolving legal statsleglating to the patentability, validity and emfeability of patents covering medical devices phdrmaceutical
inventions and the scope of claims made under thatnts, our ability to enforce patents is unéerad involves complex legal and factual questioAscordingly
rights under any of our pending patents may notideous with commercially meaningful protection @arr products or afford a commercial advantageragaiur
competitors or their competitive products or preess In addition, patents may not be issued froynp@nding or future patent applications owned bljcensed to
us, and moreover, patents that may be issueditothe future may not be valid or enforceable. ther, even if valid and enforceable, our patentg nat be
sufficiently broad to prevent others from marketprgducts like ours, despite our patent rights.
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The validity of our patent claims depends, in pantwhether prior art references exist that desasibrender obvious our inventions as of the filitage of
our patent applications. We may not have idertiéi# prior art, such as U.S. and foreign patenfsublished applications or published scientifiedature, that coul
adversely affect the patentability of our pendiagemt applications. For example, patent applicatio the U.S. are maintained in confidence fotaup8 months
after their filing. In some cases, however, patgglications remain confidential in the U.S. Paterd Trademark Office for the entire time prioigeuance as a
U.S. patent. Patent applications filed in coustoetside the U.S. are not typically publishedlwattieast 18 months from their first filing dat8imilarly, publicatior
of discoveries in the scientific or patent liter&twften lags behind actual discoveries. Therefoeecannot be certain that we were the first t@im, or the first to
file patent applications relating to, our stenttealogies. In the event that a third party hae &led a U.S. patent application covering our &ear a similar
invention, we may have to participate in an adwéabproceeding, known as an interference, declagethe U.S. Patent and Trademark Office to deteerpiriority
of invention in the U.S. It is possible that weyniee unsuccessful in the interference, resulting loss of some portion or all of our positionhe 1J.S. The laws of
some foreign jurisdictions do not protect intelleadtproperty rights to the same degree as in ti$e,ldnd many companies have encountered signifitificulties in
protecting and defending such rights in foreignsgictions. If we encounter such difficulties ae atherwise precluded from effectively protectmg intellectual
property rights in foreign jurisdictions, our busss prospects could be substantially harmed.

We may initiate litigation to enforce our patemghis on any patents issued on pending patent apiplis, which may prompt adversaries in such litoga
to challenge the validity, scope or enforceabitifyour patents. If a court decides that such gatere not valid, not enforceable or of a limitedpge, we may not
have the right to stop others from using our ini@d. Also, even if our patents are determinea lopurt to be valid and enforceable, they may edilfficiently
broad to prevent others from marketing productslamo ours or designing around our patents, despir patent rights, nor provide us with freedonoperate
unimpeded by the patent rights of others.

We also rely on trade secret protection to pradectinterests in proprietary know-how and for pisses for which patents are difficult to obtain or
enforce. We may not be able to protect our tradeets adequately. In addition, we rely on nomridsure and confidentiality agreements with empésye
consultants and other parties to protect, in paatle secrets and other proprietary technologyes&tagreements may be breached and we may noatiegeate
remedies for any breach. Moreover, others maypeddently develop equivalent proprietary informatiand third parties may otherwise gain accessitdrade
secrets and proprietary knowledge. Any disclostdieonfidential data into the public domain or hird parties could allow competitors to learn aade secrets and
use the information in competition against us.

We have a history of net losses and may experieniteré losses

To date, we have experienced net losses. A sufmtpartion of the expenses associated with ounufecturing facilities are fixed in nature (i.e.,
depreciation) and will reduce our operating maurgitil such time, if ever, as we are able to inceeadization of our capacity through increasedsaif our
products. The clinical trials necessary to suppartanticipated growth will be expensive and léggtin addition, our strategic plan will requireignificant
investment in clinical trials, product developmeantl sales and marketing programs, which may nattrigsthe accelerated revenue growth that we ggie. As a
result, there can be no assurance that we will gererate substantial revenues or sustain prdittabi

We have limited manufacturing capabilities and maradturing personnel, and if our manufacturing facifies are unable to provide an adequate supply of
products, our growth could be limited and our bugiss could be harmes

We currently manufacture our MGuard™ stent at awilities in Tel Aviv, Israel, and we have contetiwith QualiMed Innovative Medizinprodukte
GmbH, a German manufacturer, to assist in prodoctlbthere were a disruption to our existing mi@aturing facility, we would have no other means of
manufacturing our MGuard™ stent until we were dbleestore the manufacturing capability at ourlfgcor develop alternative manufacturing faciltielf we wer:
unable to produce sufficient quantities of our M&LI#¥ stent for use in our current and planned dihidals, or if our manufacturing process yielddstandard
stents, our development and commercialization &ffaould be delayed.
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We currently have limited resources, facilities axgerience to commercially manufacture our prodaadidates. In order to produce our MGuard™ stent
in the quantities that we anticipate will be regdito meet anticipated market demand, we will ieedcrease, or “scale up,” the production prodssa significant
factor over the current level of production. Thare technical challenges to scaling-up manufawgucapacity, and developing commercial-scale mantuifing
facilities will require the investment of substahfiunds and hiring and retaining additional mamaget and technical personnel who have the necessary
manufacturing experience. We may not successtaligplete any required scale-up in a timely mannet all. If unable to do so, we may not be ableroduce
our MGuard™ stent in sufficient quantities to ménet requirements for the launch of the producbaneet future demand, if at all. If we develop abthin
regulatory approval for our MGuard™ stent and argbleto manufacture a sufficient supply of our M@Ui¥ stent, our revenues, business and financialpects
would be adversely affected. In addition, if tlealed-up production process is not efficient orduees stents that do not meet quality and othedatas, our future
gross margins may decline. Also, our current dadned personnel, systems, procedures and conteyisnot be adequate to support our anticipated throVf we
are unable to manage our growth effectively, owiless could be harmed.

Additionally, any damage to or destruction of ot Rviv facilities or its equipment, prolonged pawaitage or contamination at our facility would
significantly impair our ability to produce MGuard3tents.

Finally, the production of our MGuard™ stent mustuar in a highly controlled, clean environment tmimize particles and other yield and quality-limg
contaminants. In spite of stringent quality cols#yaveaknesses in process control or minute imipsribh materials may cause a substantial percemtadefective
products in a lot. If we are unable to maintanmgent quality controls, or if contamination prebis arise, our clinical development and commematbn efforts
could be delayed, which would harm our businessrasdlts of operations.

Clinical trials necessary to support a pre-markgioval application will be lengthy and expensivedawill require the enroliment of a large number gfatients,
and suitable patients may be difficult to identi&nd recruit. Any such delay or failure of clinicdtials could prevent us from commercializing outemt products,
which would materially and adversely affect our idts of operations and the value of our business.

Clinical trials necessary to support a pre-marlpgiraval application to the U.S. Food and Drug Adsthation for our MGuard™ stent will be expensive
and will require the enrollment of a large numbEpatients, and suitable patients may be difficnlidentify and recruit, which may cause a delathimdevelopmer
and commercialization of our product candidateBni€al trials supporting a pre-market approval liggdions for the Cypher stent developed by Johr&dohnson
and the Taxus Express2 stent developed by Bostemt8ic Corporation, which were approved by th&SUFood and Drug Administration and are currently
marketed, involved patient populations of approxehal,000 and 1,300, respectively, and a 12-méwitbw up period. In some trials, a greater numbigpatients
and a longer follow up period may be required. Uh8. Food and Drug Administration may require usibmit data on a greater number of patients oa fonger
follow-up period than those for pre-market apprayaplications for the Cypher stent and the Taxysr&ss2 stent. Patient enrollment in clinical &riahd the ability
to successfully complete patient follow-up depeodsnany factors, including the size of the patfytulation, the nature of the trial protocol, thexmity of
patients to clinical sites, the eligibility critarfor the clinical trial and patient complianceor Example, patients may be discouraged from @ngpih our clinical
trials if the trial protocol requires them to ungerextensive post-treatment procedures or follovieugssess the safety and efficacy of our prodoctdiey may be
persuaded to participate in contemporaneous clitieds of competitive products. In addition, jeaits participating in our clinical trials may diefore completion
of the trial or suffer adverse medical events wateal to or related to our products. Delays inguaténrollment or failure of patients to continagtrticipate in a
clinical trial may cause an increase in costs aldys or result in the failure of the clinical tria

In addition, the length of time required to comeglelinical trials for pharmaceutical and medicalide products varies substantially according todbgree
of regulation and the type, complexity, novelty amgnded use of a product, and can continue fegrséyears and cost millions of dollars. The canoement and
completion of clinical trials for our products umakevelopment may be delayed by many factors, diolmgovernmental or regulatory delays and changes
regulatory requirements, policy and guidelinesarioability or the inability of any potential licsee to manufacture or obtain from third partiesenias sufficient
for use in preclinical studies and clinical trials.
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Physicians may not widely adopt the MGuard™ stentess they determine, based on experience, -term clinical data and published peer reviewed jaal
articles, that the use of the MGuard™ stent provida safe and effective alternative to other exigtimeatments for coronary artery disease.

We believe that physicians will not widely adope tiGuard™ stent unless they determine, based oeriexge, long-term clinical data and published peer
reviewed journal articles, that the use of our Mf@{4 stent provides a safe and effective alternatvather existing treatments for coronary artésgdse, includin
coronary artery bypass grafting balloon angioplasaye-metal stents and other drug-eluting stemtsjided by Johnson & Johnson, Boston ScientificpBmation,
Medtronic Inc., Abbott Laboratories and others.

We cannot provide any assurance that the datactedlérom our current and planned clinical triail be sufficient to demonstrate that the MGuard™
stents are an attractive alternative to other ploes. If we fail to demonstrate safety and effyctnat is at least comparable to other drug-ejusitents or bare-
metal stents that have received regulatory apprawvdlithat are available on the market, our akititpuccessfully market the MGuard™ stent will bengigantly
limited. Even if the data collected from clinicdtidies or clinical experience indicate positiveuts, each physician’s actual experience withMGuard™ stent
will vary. Clinical trials conducted with the MGreE™ stent have involved procedures performed bysigigns who are technically proficient and are higlume
stent users. Consequently, both short-term angtierm results reported in these clinical trialsyrba significantly more favorable than typical rigsof practicing
physicians, which could negatively affect rateadbptions of our products. We also believe thaliphed peer-reviewed journal articles and recondagans and
support by influential physicians regarding our M@li™ stent will be important for market acceptaand adoption, and we cannot assure you that weeadive
these recommendations and support, or that suppatticles will be published.

In addition, currently, physicians consider drugtielg stents to be the industry standard for treatnof coronary artery disease. While we beliéna the
MGuard™ stent is a safe and effective alternativis,mot a drug-eluting stent, which may furthemder its support and adoption by physicians.

Our products are based on a new technology, andharee only limited experience in regulatory affairgthich may affect our ability or the time requiret
navigate complex regulatory requirements and obtaiecessary regulatory approvals, if such approvate received at all. Regulatory delays or denialay
increase our costs, cause us to lose revenue anteriadly and adversely affect our results of opeiais and the value of our business.

Because our products are new and long-term succeasures have not been completely validated, regulagencies, including the U.S. Food and Drug
Administration, may take a significant amount ofi¢i in evaluating product approval applicationsr &mample, there are currently several methodsezsuring
restenosis and we do not know which of these nsgtoiccombination of these metrics, will be consédeappropriate by the U.S. Food and Drug Admiatg&in for
evaluating the clinical efficacy of stents. Treatrts may exhibit a favorable measure using onbesfe metrics and an unfavorable measure usingemoth
metric. Any change in the accepted metrics maylré@s reconfiguration of, and delays in, our ctial trials. Additionally, we have only limited esqpence in filing
and prosecuting the applications necessary torggulatory approvals, and our clinical, regulatang quality assurance personnel are currently ceatpof only 9
employees. As a result, we may experience a legglatory process in connection with obtaining tetpry approvals for our products.

In addition, the products we and any potentialigees license, develop, manufacture and marksuéject to complex regulatory requirements, paldity
in the U.S., Europe and Asia, which can be costly time-consuming. There can be no assurancetichtapprovals will be granted on a timely basiat i
all. Furthermore, there can be no assurance dime@d compliance with all regulatory requirememégsessary for the manufacture, marketing and $akeeo
products we will offer in each market where suobduicts are expected to be sold, or that productsave commercialized will continue to comply withpéicable
regulatory requirements. If a government reguiat@ency were to conclude that we were not in canpé with applicable laws or regulations, the agerould
institute proceedings to detain or seize our pr&gjussue a recall, impose operating restrictiengin future violations and assess civil and anahipenalties again
us, our officers or employees and could recommeindircal prosecution. Furthermore, regulators megcped to ban, or request the recall, repair, oepent or
refund of the cost of, any device manufacturedotat By us. Furthermore, there can be no assutthiat@ll necessary regulatory approvals will beaot#d for the
manufacture, marketing and sale in any market pfreaw product developed or that any potential keenwill develop using our licensed technology.
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Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply viitongoing regulatory requirements, or if we expenige
unanticipated problems with our products, these guzts could be subject to restrictions or withdravieom the market.

Any product for which we obtain marketing approwathe U.S., along with the manufacturing procespest-approval clinical data and promotional
activities for such product, will be subject to tianal review and periodic inspections by the Ur8od and Drug Administration and other regulatoodibs. In
particular, we and our suppliers will be requirecdmply with the U.S. Food and Drug Administratio@uality System Regulation for the manufacturewf
MGuard™ stent, which covers the methods and docuatientof the design, testing, production, contgolality assurance, labeling, packaging, storagesaipping
of any product for which we obtain marketing apgion the U.S. The U.S. Food and Drug Administratenforces the Quality System Regulation through
unannounced inspections. We and our tpidty manufacturers and suppliers have not yet besgrected by the U.S. Food and Drug Administratiod will have t
successfully complete such inspections before weive U.S. regulatory approval for our productsildfe by us or one of our suppliers to comply vétatutes and
regulations administered by the U.S. Food and Bxdigrinistration and other regulatory bodies, ordegl to take adequate response to any observationk result
in, among other things, any of the following enfarent actions:

« warning letters or untitled letter

« fines and civil penalties;

« unanticipated expenditures;

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

« withdrawal or suspension of approval by the U.Sd~and Drug Administration or other regulatory kesji
« product recall or seizure;

« orders for physician notification or device repa@placement or refund;

« interruption of production;

« operating restrictions;

« injunctions; and

« criminal prosecution.

If any of these actions were to occur, it couldnmaur reputation and could cause our product saldgrofitability to suffer. Furthermore, key coomgnt
suppliers may not currently be or may not contitaube in compliance with applicable regulatory rieguents.

Even if regulatory approval of a product is grantethe U.S., the approval may be subject to litiates on the indicated uses for which the produay tme
marketed. If the U.S. Food and Drug Administratitatermines that our promotional materials, trajron other activities constitutes promotion of am@pproved
use, it could request that we cease or modify @imihg or promotional materials or subject usdguiatory enforcement actions. It is also posditdé other federe
state or foreign enforcement authorities might @a&igon if they consider our training or other paianal materials to constitute promotion of anpmaved use,
which could result in significant fines or penadtiender other statutory authorities, such as lawsipiting false claims for reimbursement.
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Moreover, any modification to a device that hasireU.S. Food and Drug Administration approvaltteuld significantly affect its safety or
effectiveness, or that would constitute a majomgeain its intended use, design or manufacturejires|a new approval from the U.S. Food and Drug
Administration. If the U.S. Food and Drug Admimétton disagrees with any determination by us tieat approval is not required, we may be requirecttse
marketing or to recall the modified product unplpaoval is obtained. In addition, we could alscshbject to significant regulatory fines or peresti

Additionally, we may be required to conduct cogttyst-market testing and surveillance to monitorghfety or efficacy of our products, and we will be
required to report adverse events and malfunctielased to our products. Later discovery of praslg unknown problems with our products, including
unanticipated adverse events or adverse eventsamiticipated severity or frequency, manufacturingpbfems, or failure to comply with regulatory regaments,
such as Quality System Regulation, may resultstricions on such products or manufacturing preesswithdrawal of the products from the markehrtary or
mandatory recalls, fines, suspension of regulaapgyrovals, product seizures, injunctions or theasipon of civil or criminal penalties.

Further, healthcare laws and regulations may chaigggficantly in the future. Any new healthcaasvk or regulations may adversely affect our businey
review of our business by courts or regulatory arities may result in a determination that coulslexdely affect our operations. In addition, thaltrecare
regulatory environment may change in a way thatiots our operations.

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 internationatkets. In order to market our products in otleeeifyn jurisdictions, we must obtain separate ratpuy
approvals from those obtained in the U.S. and Eeirdkhe approval procedure varies among countridsan involve additional testing, and the timeuiegg to
obtain approval may differ from that required tdaob CE Mark or U.S. Food and Drug Administratiggpeoval. Foreign regulatory approval processes melyde
all of the risks associated with obtaining CE MarlJ.S. Food and Drug Administration approval imiéidn to other risks. We may not obtain foreigmgulatory
approvals on a timely basis, if at all. CE Marlegdmot ensure approval by regulatory authoritiesttier countries. We may not be able to file fgulatory
approvals and may not receive necessary appravalsmmercialize our products in certain markets.

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

The medical device market is highly competitivee Wompete with many medical service companiesarilfs. and internationally in connection with our
current product and products under development.fatie competition from numerous pharmaceuticall@atechnology companies in the therapeutics areaed
as competition from academic institutions, governhagencies and research institutions. When wemgencialize our products, we expect to face intense
competition from Cordis Corporation, a subsidiafyyJehnson & Johnson, Boston Scientific Corporat®njdant, Medtronic, Inc., Abbott Vascular Devic&ésyumo
and others. Most of our current and potential cetitqrs, including but not limited to those listedove, have, and will continue to have, substdntipkater
financial, technological, research and developmeglatory and clinical, manufacturing, marketamyl sales, distribution and personnel resources\iea
do. There can be no assurance that we will haffigismt resources to successfully commercialize moducts, if and when they are approved for sadlee
worldwide market for stent products is charactetilg intensive development efforts and rapidly ambiag technology. Our future success will depeardély upon
our ability to anticipate and keep pace with thdeeelopments and advances. Current or future ctitoygecould develop alternative technologies, picid or
materials that are more effective, easier to usaane economical than what we or any potentiahlee develop. If our technologies or products fecobsolete or
uncompetitive, our related product sales and licensevenue would decrease. This would have anmatelverse effect on our business, financial @dand
results of operations.
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We may become subject to claims by much larger aetldy capitalized competitors seeking to invalidater right to our intellectual property.

Based on the prolific litigation that has occuriedhe stent industry and the fact that we may osempetitive threat to some large and well-céipéd
companies that own or control patents relatingeats and their use, manufacture and delivery, &lie\e that it is possible that one or more thiadties will assert
patent infringement claim against the manufactuse, or sale of our MGuard™ stent based on one og mfdhese patents. It is also possible that aldtvasserting
patent infringement and related claims may hawesaaly been filed against us of which we are not awa&rnumber of these patents are owned by vegeland
well-capitalized companies that are active paréinig in the stent market. As the number of corntgrstin the stent market grows, the possibilitpafent
infringement by us, or a patent infringement claigainst us, increases.

These companies have maintained their positiohemtarket by, among other things, establishindl@dtial property rights relating to their produatsd
enforcing these rights aggressively against thainetitors and new entrants into the market. Athe major companies in the stent and related etaskncluding
Boston Scientific Corporation, Johnson & Johnsoah lsiedtronic, Inc., have been repeatedly involvegatent litigation relating to stents since at1l297. The
stent and related markets have experienced raghit¢dogical change and obsolescence in the pastp@ncompetitors have strong incentives to stogetay the
introduction of new products and technologies. M&y pose a competitive threat to many of the corigsan the stent and related markets. Accordinglgny of
these companies will have a strong incentive te &tkps, through patent litigation or otherwiseyrevent us from commercializing our products.

If we fail to maintain or establish satisfactory agements with suppliers, we may not be able to obitaaterials that are necessary to develop our prots.

We depend on outside suppliers for certain raw rizdée These raw materials or components may Imayes be available at our standards or on acceptabl
terms, if at all, and we may be unable to locateraative suppliers or produce necessary matesiad®@mponents on our own.

Some of the components of our products are cuyr@ntlvided by only one vendor, or a single-sounggptier. We depend on QualiMed Innovative
Medizinprodukte GmbH, which manufactures the bodthefstent, MeKo LaserstraMaterialbearbeitung for the laser cutting of thenstdlatec Medical Ltd. for tr
supply of catheters and Biogeneral Inc. for therfi®we may have difficulty obtaining similar comparts from other suppliers that are acceptablegdt!s. Food
and Drug Administration or foreign regulatory auities if it becomes necessary.

If we have to switch to a replacement supplierwileface additional regulatory delays and the imiption of the manufacture and delivery of our
MGuard™ stent for an extended period of time, whichuld delay completion of our clinical trials orramercialization of our products. In addition, wil Wwe
required to obtain prior regulatory approval frame 1J.S. Food and Drug Administration or foreignulegory authorities to use different suppliers omponents the
may not be as safe or as effective. As a redylatory approval of our products may not be maxkibn a timely basis or at all.

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

We may be exposed to product liability claims basedhe use of any of our products, or producteriparating our licensed technology, in clinical
trials. We may also be exposed to product liabdlaims based on the sale of any such produdiisig the receipt of regulatory approval. Prodiatbility claims
could be asserted directly by consumers, healtqaividers or others. We have obtained prodability insurance coverage; however such insuranag not
provide full coverage for our future clinical téalproducts to be sold, and other aspects of asinbss. We also have liability insurance for augaing clinical trial
in Europe. Insurance coverage is becoming inanghsexpensive and we may not be able to maintaireat coverages, or expand our insurance coveceigelude
future clinical trials or the sale of products ingorating our licensed technology if marketing agwai is obtained for such products, at a reasonaigeor in
sufficient amounts to protect against losses dyzdduct liability or at all. A successful produietility claim or series of claims brought agaios could result in
judgments, fines, damages and liabilities that @édalve a material adverse effect on our businesmdial condition and results of operations. Wayrmcur
significant expense investigating and defendingehdaims, even if they do not result in liabilityloreover, even if no judgments, fines, damagdmbilities are
imposed on us, our reputation could suffer, whictld have a material adverse effect on our busjrieescial condition and results of operations.
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We may implement a product recall or voluntary matkeithdrawal due to product defects or product emft@ments and modifications, which would significdy
increase our costs.

The manufacturing and marketing of our MGuard™ speatlucts involves an inherent risk that our prasluisay prove to be defective. In that event, we
may voluntarily implement a recall or market withdml or may be required to do so by a regulatotiiaity. A recall of one of our products, or a damiproduct
manufactured by another manufacturer, could imgais of the products we market as a result ofusiorfi concerning the scope of the recall or asaltref the
damage to our reputation for quality and safety.

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

We depend on the expertise of our senior manageamehtesearch personnel, each of whom would beedifto replace. The loss of the services of ahy
our senior management could compromise our altdigchieve our objectives. Furthermore, recruiting retaining qualified personnel will be crud@future
success. There can be no assurance that we vablbeo attract and retain necessary personnatoeptable terms given the competition among medeace,
biotechnology, pharmaceutical and healthcare compaunniversities and non-profit research institng for experienced management, scientists, rdssarand
sales and marketing and manufacturing personfigle bre unable to attract, retain and motivatekayrpersonnel, our operations may be jeopardireldar result
of operations may be materially and adversely &éfi:c

We are an international business, and we are exposedarious global and local risks that could hagematerial adverse effect on our financial conditiaand
results of operations.

We operate globally and develop and manufacturdymts in our research and manufacturing facilitlesiultiple countries. Consequently, we face
complex legal and regulatory requirements in mldtjprisdictions, which may expose us to certamaficial and other risks. International sales gretations are
subject to a variety of risks, including:

» foreign currency exchange rate fluctuatic

« greater difficulty in staffing and managing foreigperations;

« greater risk of uncollectible accounts;

« longer collection cycles;

» logistical and communications challenges;

« potential adverse changes in laws and regulat@gtiges, including export license requirementsidraarriers, tariffs and tax laws;

« changes in labor conditions;

« burdens and costs of compliance with a varietyocdifyn laws;
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« political and economic instability;

« increases in duties and taxation;

. foreign tax laws and potential increased costs@atanl with overlapping tax structures;
« greater difficulty in protecting intellectual prapg and

« general economic and political conditions in thieseign markets

International markets are also affected by econgressure to contain reimbursement levels andheak costs. Profitability from international ogéons
may be limited by risks and uncertainties relatecegional economic conditions, regulatory and krinsement approvals, competing products, infragtrac
development, intellectual property rights protectamd our ability to implement our overall busineBategy. We expect these risks will increase@pursue our
strategy to expand operations into new geographidkets. We may not succeed in developing and imeieing effective policies and strategies in eackation
where we conduct business. Any failure to do sg heam our business, results of operations andhéiah condition.

If we fail to obtain an adequate level of reimbumsent for our products by third party payors, themeay be no commercially viable markets for our pra
candidates or the markets may be much smaller tleaspected.

The availability and levels of reimbursement by gmmental and other third party payors affect tlaekmt for our product candidates. The efficacjetya
performance and cost-effectiveness of our prodactilates and of any competing products will deteenthe availability and level of
reimbursement. Reimbursement and healthcare paysystems in international markets vary signifitably country, and include both government spondore
healthcare and private insurance. To obtain rersgment or pricing approval in some countries, veg tve required to produce clinical data, which rnmplve one
or more clinical trials, that compares the coseetif’eness of our products to other available fhiesa We may not obtain international reimbursenoempricing
approvals in a timely manner, if at all. Our faduo receive international reimbursement or pgapprovals would negatively impact market accegganf our
products in the international markets in which thapprovals are sought.

We believe that future reimbursement may be subfeictcreased restrictions both in the U.S. anidtiernational markets. There is increasing presbyre
governments worldwide to contain health care cogtimiting both the coverage and the level of retrsement for therapeutic products and by refusimgpome
cases, to provide any coverage for products that hat been approved by the relevant regulatorm@geFuture legislation, regulation or reimburseielicies of
third party payors may adversely affect the demfandur products currently under development amdtlour ability to sell our product candidates oprafitable
basis. In addition, third party payors continuatjempt to contain or reduce the costs of healéhiog challenging the prices charged for healthpaoelucts and
services. If reimbursement for our products isvailable or limited in scope or amount or if prigiis set at unsatisfactory levels, market accegtafour products
would be impaired and future revenues, if any, Wdé adversely affected.

In the U.S., our business could be significantly ddversely affected by recent healthcare reformi#ation and other administration and legislatiyoposals.

The Patient Protection and Affordable Care Act Hiedlth Care and Educational Reconciliation Actie U.S. were enacted into law in March 2010.
Certain provisions of these acts will not be efifecfor a number of years and there are many progrand requirements for which the details haveyabbeen fully
established or consequences not fully understamtljtas unclear what the full impacts will be frahe legislation. The legislation does levy a 2.8%ise tax on a
U.S. medical device sales beginning in 2013. lfo@mmence sales of our MGuard™ stent in the U.& niw tax may materially and adversely affectlousiness
and results of operations. The legislation alsm$ées on a number of Medicare provisions aimethptdving quality and decreasing costs. It is utaierat this
point what negative unintended consequences thesesipns will have on patient access to new te@bgies. The Medicare provisions include vahesed payme
programs, increased funding of comparative effectéss research, reduced hospital payments forableideadmissions and hospital acquired conditiand,pilot
programs to evaluate alternative payment methodedapat promote care coordination (such as burglgdician and hospital payments). Additionalhg t
provisions include a reduction in the annual rdtmfation for hospitals starting in 2011 and t&tablishment of an independent payment adviscaycbim
recommend ways of reducing the rate of growth irdMdare spending. We cannot predict what healthgargrams and regulations will be ultimately impésrted &
the federal or state level in the U.S., or theaftd any future legislation or regulation. Howevany changes that lower reimbursements for oodyects or reduce
medical procedure volumes could adversely affectosiness and results of operations.
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Our strategic business plan may not produce theeimled growth in revenue and operating income.

Our strategies include making significant investteén sales and marketing programs to achieve e/gnowth and margin improvement targets. If we do
not achieve the expected benefits from these imests or otherwise fail to execute on our strategt@tives, we may not achieve the growth impnoesnt we are
targeting and our results of operations may be e affected.

In addition, as part of our strategy for growth, mvay make acquisitions and enter into strategiarades such as joint ventures and joint development
agreements. However, we may not be able to idestiitable acquisition candidates, complete actjois or integrate acquisitions successfully, andstrategic
alliances may not prove to be successful. Inrbgsrd, acquisitions involve numerous risks, ingigdlifficulties in the integration of the operai® technologies,
services and products of the acquired companiestendiversion of management’s attention from othesiness concerns. Although our management nileavor
to evaluate the risks inherent in any particulansaction, there can be no assurance that wenapkply ascertain all such risks. In addition,@siions could resu
in the incurrence of substantial additional indebtess and other expenses or in potentially diliisaances of equity securities. There can bessorance that
difficulties encountered with acquisitions will niadve a material adverse effect on our businasanéial condition and results of operations.

We may have violated Israeli securities law.

We may have violated section 15 of the Israeli Sgcuaw of 1968. Section 15 to the Israeli Setubiaw of 1968 requires the filing of a prospecivith
the Israel Security Authority and the delivery #n@frto purchasers in connection with an offer de sd securities to more than 35 parties during Aaynonth
period. We allegedly issued securities to more B&investors during certain 12-month periods,jmmth October 2008. Our wholly-owned subsididnspireMD
Ltd., a private company incorporated under the lafube State of Israel, applied for a no-actiotedmination from the Israel Security Authority oaldfuary 14,
2011 in connection with the foregoing. To date, lgrael Security Authority has not responded &pireMD Ltd.’s application for no-action determiiwat and we
are unable to predict when a response will be vecei The maximum penalties for violating secti@nof the Israeli Security Law of 1968 are as fokow
imprisonment of 5 years; a fine of up to approxiehat317,000 to be paid by management of the vi@atompany; and a fine of up to approximately $0,800 to
be paid by the violating company, any of which peées could result in a material adverse effecbanoperations.

We will need to raise additional capital to meet duisiness requirements in the future and such capitaising may be costly or difficult to obtain ancbuld
dilute current stockholders’ ownership interests.

We will need to raise additional capital in theuftet, which may not be available on reasonable temas all. We recently raised approximately $00,90(
and expect that such proceeds, together with @anie, will be insufficient to fully realize all @fur business objectives. For instance, we wilkdneeraise
additional funds to accomplish the following:

« pursuing growth opportunities, including more rapighansion
« acquiring complementary businesses;

« making capital improvements to improve our infrasture;

« hiring qualified management and key employees;
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« developing new services, programming or products;

» responding to competitive pressures;

« complying with regulatory requirements such asrigieg and registration; and
« maintaining compliance with applicable laws.

Any additional capital raised through the saleauity or equity backed securities may dilute curitockholders’ ownership percentages and couldl als
result in a decrease in the market value of ouitggecurities.

The terms of any securities issued by us in futagtal transactions may be more favorable to mesgstors, and may include preferences, superiomgyot
rights and the issuance of warrants or other dévigaecurities, which may have a further diluteféect on the holders of any of our securities thetstanding.

Furthermore, any additional debt or equity finagdihat we may need may not be available on ternmrddle to us, or at all. If we are unable to abta
such additional financing on a timely basis, we rhaye to curtail our development activities andagtoplans and/or be forced to sell assets, perbapmfavorable
terms, which would have a material adverse effaabur business, financial condition and resultepdrations, and ultimately could be forced to digicme our
operations and liquidate, in which event it is kely that stockholders would receive any distriboton their shares. Further, we may not be abtemtinue
operating if we do not generate sufficient reverfoes operations needed to stay in business.

In addition, we may incur substantial costs in pirg future capital financing, including investmdratnking fees, legal fees, accounting fees, séesitaw
compliance fees, printing and distribution expere&s$ other costs. We may also be required to rézeqion-cash expenses in connection with cergnorities we
issue, such as convertible notes and warrantshwhay adversely impact our financial condition.

It may be difficult for investors in the U.S. to éorce any judgments obtained against us or any af directors or officers.

All of our assets are located outside the U.S.vaedlo not currently maintain a permanent placeusfriess within the U.S. In addition, most of ouediors
and all of our officers are nationals and/or restdef countries other than the U.S., and all sulastantial portion of such persons’ assets améddooutside the U.S.
As a result, it may be difficult for investors toferce within the U.S. any judgments obtained agfais or any of our non-U.S. directors or officémsjuding
judgments predicated upon the civil liability preiins of the securities laws of the U.S. or antedtizereof. Consequently, you may be effectivebvpnted fron
pursuing remedies under U.S. federal and stateiesudaws against us or any of our non-U.S. doecor officers.

Risks Related to Our Organization and Our Common Sick

We are subject to financial reporting and other reiggments for which our accounting, internal auditred other management systems and resources may ot b
adequately prepared.

On March 31, 2011, we became subject to reportimyather obligations under the Securities Exchaigeof 1934, as amended, including the requiren
of Section 404 of the Sarbanes-Oxley Act. Sectidh #equires us to conduct an annual managemergsassat of the effectiveness of our internal costosler
financial reporting and to obtain a report by adépendent auditors addressing these assessmeease fEporting and other obligations will placengigant
demands on our management, administrative, opegdtimternal audit and accounting resources. Véepagsently upgrading our systems; implementingrfoial
and management controls, reporting systems aneguoes; implementing an internal audit functiond are have hired additional accounting, internalitaid
finance staff. If we are unable to accomplish thelsiectives in a timely and effective fashion, ability to comply with our financial reporting regements and
other rules that apply to reporting companies ctadmpaired. Any failure to maintain effectiveental controls could have a material adverse effeatur
business, operating results and stock price. Moree¥kective internal control is necessary for aptovide reliable financial reports and preveauft. If we cannot
provide reliable financial reports or prevent frau@ may not be able to manage our business adtieéfly as we would if an effective control envirnant existed,
and our business and reputation with investors bealyarmed.
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Because we became public by means (‘reverse merger,” we may not be able to attract @tention of major brokerage firms.

There may be risks associated with us becominggtlybugh a “reverse merger” with a shell compakihough the shell company did not have recent or
past operations or assets and we performed a tigerdie review of the shell company, there candeassurance that we will not be exposed to undisdo
liabilities resulting from the prior operationstbf shell company. Securities analysts of majokéage firms and securities institutions may alsbprovide
coverage of us because there were no broker-deelersold our stock in a public offering that woldel incentivized to follow or recommend the purehasour
common stock. The absence of such research coveoads limit investor interest in our common stoogsulting in decreased liquidity. No assurancelmagiven
that established brokerage firms will, in the fetuvant to cover our securities or conduct any séary offerings or other financings on our behalf.
Our stock price may be volatile, which could resuitsubstantial losses for investors.

The market price of our common stock is likely #othghly volatile and could fluctuate widely in pemse to various factors, many of which are beymnd
control, including the following:

» technological innovations or new products and sesrby us or our competitors;

« additions or departures of key personnel,

» sales of our common stock, particularly under agistration statement for the purposes of sellmgather securities, including management shares;
« limited availability of freely-tradable “unrestrid” shares of our common stock to satisfy purcloaders and demand;

« our ability to execute our business plan;

« operating results that fall below expectations;

« loss of any strategic relationship;

« industry developments;

« economic and other external factors; and

« perioc-to-period fluctuations in our financial resul

In addition, the securities markets have from ttméme experienced significant price and volumetliations that are unrelated to the operating
performance of particular companies. These matietufations may also significantly affect the mangece of our common stock.

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

We are subject to the Securities and Exchange Cesioni's “penny stocktules since our shares of common stock sell beleW@Gper share. Penny sto
generally are equity securities with a per shaieepsf less than $5.00. The penny stock rulesireduroker-dealers to deliver a standardized riskldsure
document prepared by the Securities and Exchanger@sion that provides information about penny lsscand the nature and level of risks in the perogks
market. The broker-dealer must also provide ttetarner with current bid and offer quotations fae flenny stock, the compensation of the broker-dealé its
salesperson, and monthly account statements shahengarket value of each penny stock held in ttgtaner’s account. The bid and offer quotations, the
brokerdealer and salesperson compensation information Ineugiven to the customer orally or in writinggrio completing the transaction and must be gteethe
customer in writing before or with the customersfirmation.
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In addition, the penny stock rules require thabiptd a transaction the broker-dealer must makgeaial written determination that the penny stach i
suitable investment for the purchaser and recéigeotirchaser’s written agreement to the transacfidre penny stock rules are burdensome and mayeed
purchases of any offerings and reduce the traditigity for shares of our common stock. As longoas shares of common stock are subject to theypstatk
rules, the holders of such shares of common stagkfind it more difficult to sell their securities.

There is, at present, only a limited market for oaommon stock and we cannot ensure investors thagative market for our common stock will ever déye or
be sustained.

Our shares of common stock are thinly traded. Ru¢he illiquidity, the market price may not acately reflect our relative value. There can bt
assurance that there will be an active market torshares of common stock either now or in thertutiBecause our common stock is so thinly traddedrge bloc
of shares traded can lead to a dramatic fluctuatighe share price and investors may not be abligidate their investment in us at all or atrec@ that reflects tt
value of the business. In addition, our common kstoarrently trades on the OTC Bulletin Board, whigénerally lacks the liquidity, research coverage
institutional investor following of a national seities exchange like the NYSE Amex, the New Yorkd&t Exchange or the Nasdaq Stock Market. Whilentenid tc
list our common stock on a national securities exge once we satisfy the initial listing standdfi@tssuch an exchange, we currently do not, and natyever
satisfy such initial listing standards.

Our board of directors can authorize the issuancepoeferred stock, which could diminish the rightsf holders of our common stock, and make a chande o
control of us more difficult even if it might benéfour stockholders.

Our board of directors is authorized to issue shafgreferred stock in one or more series anitthé voting powers, preferences and other rigiis
limitations of the preferred stock. Accordinglyewinay issue shares of preferred stock with a praéeEr over our common stock with respect to dividend
distributions on liquidation or dissolution, or thraay otherwise adversely affect the voting or otights of the holders of common stock. Issuarufgweferred
stock, depending upon the rights, preferences asijdations of the preferred stock, may have tfezebdf delaying, deterring or preventing a chaafjeontrol,
even if that change of control might benefit owrckholders.

Offers or availability for sale of a substantial maber of shares of our common stock may cause thegof our common stock to decline.

Sales of a significant number of shares of our comstock in the public market could harm the magtate of our common stock and make it more
difficult for us to raise funds through future affegs of common stock. Approximately 59,278,947rekaf our common stock will become saleable uiRide 144
following April 6, 2012. As these shares and asitamthl shares of our common stock become availfdrleesale in the public market, the supply of cammon
stock will increase, which could decrease the pofceur common stock.

In addition, if our stockholders sell substantiaaunts of our common stock in the public markegrughe expiration of any statutory holding periadier
Rule 144, upon the expiration of lock-up periodplijable to outstanding shares, or upon the exemi®utstanding options or warrants, it could trea
circumstance commonly referred to as an “overhamgl’'in anticipation of which the market price of cammon stock could fall. The existence of an baeg,
whether or not sales have occurred or are occyrcimgld also make it more difficult for us to raesgditional financing through the sale of equityequity-related
securities in the future at a time and price thatdeem reasonable or appropriate.
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We do not expect to pay dividends in the future.aAesult, any return on investment may be limitemthe value of our common stock.

We do not anticipate paying cash dividends on oanraon stock in the foreseeable future. The paymedividends on our common stock will depend on
our earnings, financial condition and other bussreasd economic factors as our board of directorgenasider relevant. If we do not pay dividends, cmmon
stock may be less valuable because a return amvastment in our common stock will only occur iff@fiock price appreciates.

Risks Related to Our Intended Reverse Stock Split

There can be no assurance that we will be able teetnall of the requirements for listing our commatock on the Nasdaq Capital Market or to meet the
continued listing standards of the Nasdaq Capitablket after a reverse stock split.

The Nasdaq Capital Market has numerous initialgstiequirements applicable to the listing of oumamon stock and its continued listing thereafter.ilé/h
we believe we currently meet these standards, thlaerthe minimum bid price requirement of morent54.00 per share, we cannot assure you that comom
stock will be accepted for listing on the Nasdagité Market following the reverse stock split oathwe will maintain compliance with all of the reqments for
our common stock to remain listed. Moreover, thexe loe no assurance that the market price of ounemmstock after the reverse stock split will adjosteflect
the decrease in common stock outstanding or tleatidrket price following a reverse stock split wiher exceed or remain in excess of the curreket price.

If the reverse stock split is implemented, the ritigg per-share price may not attract institutional investgrinvestment funds or brokers and may not satitfg
investing guidelines of these investors or brokesisd consequently, the trading liquidity of commatock may not improve.

While we believe that a higher share price may lgelperate investor and broker interest in our comstock, the reverse stock split may not resu#t in
share price that will attract institutional invest@r investment funds or satisfy the investinglglines of institutional investors, investment farat brokers. A
decline in the market price of our common stockratiie reverse stock split may result in a grepgéecentage decline than would occur in the absehttee reverse
stock split. If the reverse stock split is implertezhand the market price of our common stock deslithe percentage decline may be greater thardvezalr in the
absence of the reverse stock split. The markeé mfiour common stock is also based on our perfoc@and other factors, which are unrelated to theber of
shares of common stock outstanding.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Annual Report on Form 10-K contains “forwdodking statements,” which include information telg to future events, future financial performance

strategies, expectations, competitive environmadtragulation. Words such as “may,” “should,” “co{il“would,” “predicts,” “potential,” “continue,” ‘€xpects,”
“anticipates,” “future,” “intends,” “plans,” “beliees,” “estimates,” and similar expressions, as aelstatements in future tense, identify forwamkiog statements.
Forwardiooking statements should not be read as a guarafteiture performance or results and will prolyaibt be accurate indications of when such perfocs
or results will be achieved. Forward-looking staéats are based on information we have when thagensents are made or our management’s good felisf las
of that time with respect to future events, andsafgject to risks and uncertainties that could eactual performance or results to differ materiihm those
expressed in or suggested by the forward-lookiatestents. Important factors that could cause diffdrences include, but are not limited to:

« adverse economic conditions and/or intense conngtit

« loss of a key customer or suppli

« entry of new competitors and products;

« adverse federal, state and local government regnolah the U.S., Europe or Israel,
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« failure to adequately protect our intellectual pap;

« inadequate capital;

« technological obsolescence of our products;

« technical problems with our research and products;

« price increases for supplies and compone

« inability to carry out research, development anechiceercialization plans;

« loss or retirement of key executives and reseasi@mssts and other specific risks; and

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

You should review carefully the risks and uncetiamdescribed under the heading “Iltem 1A. Risk&@at in this Annual Report on Form 10-K for a
discussion of these and other risks that relateitdousiness and investing in shares of our comstaeck. The forward-looking statements containethis Annual
Report on Form 10-K are expressly qualified inithegitirety by this cautionary statement. We douratertake any obligation to publicly update anyMard-looking
statement to reflect events or circumstances #ftedate on which any such statement is made reflert the occurrence of unanticipated events.

Item 1B. Unresolved Staff Comments.

Not applicable.

Item 2. Properties.

Our headquarters are located in Tel Aviv, Israeérehwe currently have an 825 square meter fadhity employs 34 of our manufacturing personnel
currently has a capacity to manufacture and asge8\PD0 stents per month. We believe that oureatiffiacility is sufficient to meet anticipated frtudemand k
adding additional shifts to our current productsmhedule.

Item 3. Legal Proceedings.

From time to time, we may be involved in litigatithmat arises through the normal course of busin@ssof the date of this filing, we are not a paidyany
material litigation nor are we aware of any suaieditened or pending litigation, except for the Bratdescribed below.

On November 2, 2010, Eric Ben Mayor, a former seeimployee of InspireMD Ltd., filed suit in Regionlahbor Court in Tel Aviv, claiming illeg
termination of employment and various amounts inneztion with his termination, including allegatsothat he is owed salary, payments to pension fuacktior
pay, sick days, severance pay, commission for ig@®and other types of funds. In total, Mr. Maigoseeking $428,000, additional compensation fddihg bacl
wages, and options to purchase 2,029,025 sharearafommon stock at an exercise price of $0.001spare. We have filed a notice in Regional Labour
indicating that the parties have rejected a cowppsal for mediation and a second preliminary ingawas held on November 3, 2011. The Companyag
extension from court to file motions regarding theclosure procedure between the parties until k& 2012. No further hearing date has been set.

Other than as set forth above, there are no mhpgnaeedings in which any of our directors, offier affiliates or any registered or beneficisdgholde
of more than 5% of our common stock is an adveestyr has a material interest adverse to ouréste

Item 4. Mine Safety Disclosure.

Not applicable.
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PART I
Iltem 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.
Our common stock has been quoted on the OTC BulRxiard since April 11, 2011 under the symbol NSPR. Prior to that date, there was no active

market for our common stock. The following tabétssforth the high and low bid prices for our conmstock for the periods indicated, as reportedieyQTC
Bulletin Board. The quotations reflect inter-dealeces, without retail mark-up, mark-down or coiesion, and may not represent actual transactions.

Fiscal Year 2011 High Low

Second Quarte $2.8¢ $1.7¢
Third Quartel $2.7¢ $1.8(
Fourth Quarte $2.5¢ $1.6(

The last reported sales price of our common stocthe OTC Bulletin Board on March 12, 2012, was$lper share. As of March 12, 2012, there were
approximately 233 holders of record of our commiarcls

Dividend Policy

In the past, we have not declared or paid caslleinds on our common stock, and we do not intepayoany cash dividends on our common
stock. Rather, we intend to retain future earniifgany, to fund the operation and expansion aflmusiness and for general corporate purposes.

Iltem 6. Selected Financial Data.

The following selected consolidated financial dsttauld be read in conjunction with “Part Il—ItemManagement’s Discussion and Analysis of Financial

Condition and Results of Operations” and “Part llirahcial Statements and Supplementary Dafdné balance sheet data at December 31, 2011, 2012009 an
the statement of operations data for each of treethears ended December 31, 2011, 2010 and 20@%ean derived from the audited Consolidated Fiia&n

Statements for such years, included in and “ParHihancial Statements and Supplementary Data.” befk@nce sheet data at December 31, 2008 and 2006he
statement of operations data for each of the tvawsyended December 31, 2008 and 2007 have beeed &dm our books and records.

Statement of Operations Dz

2011 2010 2009 2008 2007
Revenue: 6,00¢ 4,94¢ 3,411 - -
Cost of Revenue 3,011 2,69¢ 2,291 404 32¢
Gross Profit (Loss 2,99: 2,25: 1,12C (404, (328
Gross Margir 50% 46% 33% 0 0
Total Operating Expenst 16,722 5,472 3,837 5,621 5,90:
Net Loss (14,665 (3,420 (2,724 (6,495 (6,138
Basic and Diluted loss per common sh (0.24 (0.07 (0.06 (0.14 (0.14
Basic and Diluted common shares outstan: 61,439,701 49,234,52 47,658,85. 46,364,73 42,647,15

Balance Sheet Da

2011 2010 2009 2008 2007
Cash, Cash equivalents and short term dep 5,09¢ 63€ 37€ 1,571 2,715
Restricted Cas 91 25C 302 30 34
Working Capital 6,38¢ (53) (1,289 58¢ 2,62t
Total Asset: 10,46¢ 4,35¢ 4,50¢ 4,44¢ 3,92¢
Shareholder's Equit 6,75¢ (914, (1,339 134 2,94¢
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Iltem 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.

The following discussion and analysis of our firiahcondition and results of operations should bad in conjunction with the accompanying condensed
consolidated financial statements and related notelsided elsewhere in this Annual Report on Fof¥Kl

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform technology, MGuard™. MGuard™
provides embolic protection in stenting procedimgplacing a micron mesh sleeve over a stent. i@l products are marketed for use mainly inigratis with
acute coronary syndromes, notably acute myocairdfieiction (heart attack) and saphenous vein gm@afbnary interventions (bypass surgery).

On March 31, 2011, we completed a series of sharieamge transactions pursuant to which we acquaillesf the capital stock of InspireMD Ltd., a
company formed under the laws of the State of Isna@xchange for an aggregate of 50,666,663 shafreur common stock. As a result of these shechange
transactions, InspireMD Ltd. became our wholly-owsetsidiary, we discontinued our former businesssautceeded to the business of InspireMD Ltd. asole
line of business.

The share exchange transactions are being accolantad a recapitalization. InspireMD Ltd. is gxequirer for accounting purposes and we are theiden
company. Accordingly, the historical financialtstments presented and the discussion of finaneradidon and results of operations herein are tleddaspireMD
Ltd., retroactively restated for, and giving effémtthe number of shares received in the sharkasge transactions, and do not include the histbfilcancial results
of our former business. The accumulated earnifgisspireMD Ltd. were also carried forward afteetshare exchange transactions and earnings perséee bee
retroactively restated to give effect to the retadfation for all periods presented. Operaticeported for periods prior to the share exchangeséetions are those
of InspireMD Ltd.

Recent Events

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andtesktaertificate of incorporation to effect a revers
stock split of our common stock at a ratio of onetfvo to one-for-four, at any time prior to ourZ20annual stockholders’ meeting, the exact ratithefreverse
stock split to be determined by the board. Ashefdate of this prospectus, we have not effectedeberse stock split and, as such, the informatitim respect to
our common stock in this prospectus and the accoyipg financial statements and related notes doegike effect to any reverse stock split.

On October 4, 2011, InspireMD Ltd., our wholly-owrgdsidiary, entered into a clinical trial servieggeement with Harvard Clinical Research Instjtute
Inc., pursuant to which Harvard Clinical Reseamtstitute, Inc. will conduct a study entitled “MGuestent System Clinical Trial in Patients with AciMgocardial
Infarction” on our behalf. We will pay Harvard Ciial Research Institute, Inc. an estimated fegpfaximately $10 million for conducting the studybject to
adjustment dependent upon changes in the scopesanc of the study, as well as other costs todberchined by the parties.
Critical Accounting Policies

Use of estimates

The preparation of financial statements in conftymiith U.S. GAAP requires management to make et using assumptions that affect the reported

amounts of assets and liabilities, disclosure otiogent assets and liabilities at the date offithencial statements and the reported amountsle$ send expenses
during the reporting periods. Actual results cadiffier from those estimates.
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As applicable to these consolidated financial statats, the most significant estimates and assumgptiglate to revenue recognition including provisior
returns, legal contingencies and estimation offéirevalue of share-based compensation and comledebt.

Functional currency

The currency of the primary economic environmenwinch our operations are conducted is the U.Sad@!$” or “dollar”). Accordingly, the functional
currency of us and of our subsidiaries is the dolla

The dollar figures are determined as follows: teations and balances originally denominated inadlslare presented in their original amounts. Ragdarin
foreign currencies are translated into dollars gisiistorical and current exchange rates for nonetary and monetary balances, respectively. Thdtiegu
translation gains or losses are recorded as finhimmome or expense, as appropriate. For tramsecteflected in the statements of operationsiieigo currencies,
the exchange rates at transaction dates are uspde@ation and changes in inventories and othengés deriving from non-monetary items are basdugiarical
exchange rates.

Fair value measurement

Fair value is defined as the price that woulddxeived to sell an asset or paid to transfer ditiabn an orderly transaction between market gépaints at
the measurement date.

In determining fair value, we use various valuat@proaches, including market, income and/or gogtaaches. Hierarchy for inputs is used in meaguri
fair value that maximizes the use of observablet®@and minimizes the use of unobservable inputefuiring that the most observable inputs be wdeeh
available. Observable inputs are inputs that maylgicipants would use in pricing the asset ability developed based on market data obtainem Sources
independent of us. Unobservable inputs are ingmatisreflect our assumptions about the assumptitar&et participants would use in pricing the asséiability
developed based on the best information availabtbe circumstances. The hierarchy is broken dmtmthree levels based on the reliability of inputs

Concentration of credit risk and allowance for dotfhl accounts

Financial instruments that may potentially subjecto a concentration of credit risk consist ohcassh equivalents and restricted cash, whiclklepesite
in major financial institutions in the U.S., Isragld Germany, and trade accounts receivable. @de @ccounts receivable are derived from reverareee from
customers from various countries. We perform ongairedit evaluations of our customers’ financiahdition and, generally, require no collateral froor
customers. We also have a credit insurance pfidicgome of our customers. We maintain an allovedic doubtful accounts receivable based upon tpeaed
ability to collect the accounts receivable. Weleavour allowance for doubtful accounts quartegyassessing individual accounts receivable andthaér balances
based on historical collection experience and amewic risk assessment. If we determine that eispeustomer is unable to meet its financial ghtions to us,
we provide an allowance for credit losses to redhegeceivable to the amount our management rahohelieves will be collected. To mitigate riske deposit
cash and cash equivalents with high credit quéiligncial institutions. Provisions for doubtfullite are netted against “Accounts receivable-trade.”

Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated aloilver of cost (cost is determined on a “first-imst-out”
basis) or market value. Our inventories generadlyena limited shelf life and are subject to impa@mninas they approach their expiration dates. Welaely evaluate
the carrying value of our inventories and whergun opinion, factors indicate that impairment haswred, we establish a reserve against the inviestaarrying
value. Our determination that a valuation reserightrbe required, in addition to the quantificatwiisuch reserve, requires us to utilize signiftgadgment.
Although we make every effort to ensure the acqurdcforecasts of future product demand, any $igamt unanticipated decreases in demand could aawaterial
impact on the carrying value of our inventories agbrted operating results. To date, inventorystdjents have not been material. With respectveritory on
consignment, see “Revenue recognition” below.
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Revenue recognition

Revenue is recognized when delivery has occurrgderce of an arrangement exists, title and risicsrewards for the products are transferred to the
customer, collection is reasonably assured and whaauct returns can be reliably estimated. Whewyct returns can be reliably estimated a prowissarecordec
based on historical experience, and deducted femmanues. The provision for sales returns and klatsts are included in “Accounts payable and adsruOther”
under “current liabilities” and “Inventory on cogsiment,” respectively.

When returns cannot be reliably estimated, botitedl revenues and costs are deferred, and preserded"Deferred revenues" and "Inventory on
consignment,” respectively.

As of December 31, 2011, there is no deferred neweém the balance sheet since, as of this dateatheof returns can be reliably estimated.

Our revenue arrangements may contain deliveryesf froducts upon the achievement of sales tafgeth period, we estimate the amount of free praduct
to which these distributors will be entitled basgn the expected achievement of sales targetdefed a portion of revenues accordingly.

We recognize revenue net of value added tax.

Research and development costs

Research and development costs are charged ttateenent of operations as incurred.
Share-based compensation

Employee option awards are classified as equityr@svand accounted for using the grant-date failevatethod. The fair value of share-based awards is
estimated using the Black-Scholes valuation moakich is expensed over the requisite service perietlof estimated forfeitures. We estimate foufieis based on
historical experience and anticipated future coods.

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

We account for equity instruments issued to thaypservice providers (non-employees) by recordiggfair value of the options granted using anoopt
pricing model, at each reporting period, until redgaare vested in full. The expense is recognizent the vesting period using the accelerated pialtption
approach. The expense relates to options graatérd party service providers with respect tocassful investor introductions that are recordettheit fair value il
equity, as issuance costs.

In addition, certain of our share-based awardpartormance basede., the vesting of these awards depends upon ackieeriain goals. We estimate
expected pre-vesting award probabilitg, , the expected likelihood that the performance @@ will be achieved, and only recognize expeioséhose shares
expected to vest.
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Uncertain tax and value added tax positions

We follow a two-step approach to recognizing andsuneing uncertain tax and value added tax positidee first step is to evaluate the tax and value
added tax position for recognition by determinifithe weight of available evidence indicates tihé more likely than not that the position will bastained on
audit. The second step is to measure the tax alu@ added tax benefit as the largest amount$habre than 50% and 75%, respectively, likely afipeealized
upon ultimate settlement. Such liabilities aressified as long-term, unless the liability is exjeelcto be resolved within twelve months from théahee sheet
date. Our policy is to include interest and peasltelated to unrecognized tax benefits withimficial expenses.

Results of Operations
Twelve months ended December 31, 2011 comparedieet months ended December 31, 2010

Revenues For the twelve months ended December 31, 2@t4l tevenue increased approximately $1.1 milli@n21.3%, to approximately $6.0 milli
from approximately $4.9 million during the sameipérin 2010. The $1.1 million increase was attrétillé primarily to an increase in volume, as desctimor:
fully below. The following is an explanation of tl@proximately $1.1 million increase in revenuekiero down by its main two components, an increasgros:
revenues of approximately $2.5 million offset byet decrease in deferred revenues of approxim&tes million.

For the twelve months ended December 31, 2011,dodas revenue increased by approximately $2.6amjlor 77.6%, to approximately $5.7 million fr¢
approximately $3.2 million during the same perinoc2010. This increase in total gross revenue weadgminantly volume based, with increased volunmanting
for approximately $2.3 million, or approximately.8%, and price increases accounting for the remgiapproximately $0.2 million, or approximately %1 In
general, we focused on opening new markets, su¢hdées, and also increasing sales in existing marky presenting clinical data at conferences add/idua
presentations to doctors about the merits of MGU¥rd With respect to individual markets, this increas gross revenue is mainly attributable to thst fiime
shipment of approximately $1.2 million to our distrtor in India during the twelve months ended Deber 31, 2011, an increase of approximately $0J4omiof
gross revenue from our new distributor in Russia,irecrease of approximately $0.4 million of grogvenue from our distributor in Israel, an increas
approximately $0.3 million of gross revenue fronr distributor in Brazil, an increase of approximgt®0.2 million of gross revenue from our distribuin Spain, a
increase of approximately $0.2 million of grossemewe from our distributor in Argentina, an increadeapproximately $0.1 million of gross revenuenfr@ul
distributor in South Africa, an increase of apprately $0.1 million of gross revenue from our nestributor for sales in Ukraine, an increase ofragpmately $0..
million of gross revenue from our new distributor the Netherlands and an increase approximately $0.1 million of gross revenue fronr alistributor ir
Mexico. This increase was partially offset by ardase of approximately $0.2 million in gross revefrom our distributor in Germany, a decrease gfaxmately
$0.2 million in gross revenue from our distributorPakistan, a decrease of approximately $0.2 anilfrom our distributor in Poland, a decrease gfragimately
$0.1 million in gross revenue from our distributertaly, and a decrease of approximately $0.liamlin gross revenue to our distributor in Fraraledue to lowe
sales volume to these supplierdVe also shipped and recognized gross revenue fmozimately $0.2 million more from our remainingsttibutors during tr
twelve months ended December 31, 2011, as compaitbed same period in 2010.

For the twelve months ended December 31, 2011defetred revenue recognized decreased by appradyrit.4 million, or 83.8%, to approximately $
million from approximately $1.7 million during tteame period in 2010. The key driver of this deaesas a decrease in the volume of revenue defeorgdl:
compared to the volume of revenue deferred to 2@t6ounting for approximately $1.3 million, or appimately 74.5%, with the remaining approximatefy.t
million, or 9.3%, being driven by price decreaseghe revenue deferred to 2011 compared to thenueveeferred to 2010. Revenue recognition out &rdec
income had less of an impact in 2011 as compar@d16 due to the fact that we deferred mainly skeipt®1in 2008 and 2009 that were recognized in 2012010
only a small set of customers had a large porticheir revenues deferred until 2011.
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For the twelve months ended December 31, 2011neudeferred revenue recognized consisted of apped&ly $0.2 million attributable to our distribu
in Israel, approximately $0.1 million to our disttor in Brazil, and approximately $0.1 million ¢air distributor in Poland, offset by approximat&§.1 millior
deferred for a shipment to our distributor in IndRur distributor in Israel had a contractual rightreturn all purchases to us within 18 monthghefpurchase da
Due to our inability to accurately estimate the amtoof future returns, all sales to this distributeere deferred until this 18 month return peritapsed. On May
2011, our distributor in Israel agreed to revolsepitevious rights to return purchases, resultingllifiuture sales being final. The deferred reveatiapproximatel
$0.2 million recognized during the twelve monthsige ended December 31, 2011 accounted for allipusvpurchases by the distributor that the distabunc
longer had a contractual right to return and wereyet recognized as revenues. Our distributorriazB has a contractual right to return all pur@safor up to si
months from the delivery date. Due to our inabililyaccurately estimate the amount of future retuby our distributor in Brazil, all sales made tavere als
deferred until the six month return period elapset: deferred revenue of approximately $0.1 millieoognized during the twelve months period endedelnbe
31, 2011 accounted for purchases made in Decen@i€x that were not returned by the Brazilian distiilv and were not yet recognized as revenues. 14,20wa:
decided that due to lack of actual returns from Bnazilian distributor, despite the clause in theantract, we will no longer defer revenue pertanto currer
shipments. Our distributor in India made theistfipurchase in 2011. Because of our inexperientetvis distributor, management decided to defporion of the
shipment until 2012, when it could better deternifreeportion of it would be returned.

For the twelve months ended December 31, 2010defetred revenue recognized of approximately $1lillfom was comprised mainly of shipments fr
2008 and 2009 to our distributor in Poland of appmately $1.3 million, to our distributor in Brazilf approximately $0.4 million. For the twelve mbstende
December 31, 2010, our distributor in Poland, sttiij@ our sole discretion, had the right to retaun products. Because we were unable to devekipates for th
level of returns, the $1.3 million worth of shipntemade to the distributor in Poland that we reedrds deferred revenues was only recognized dthmmdgwelve
months ended December 31, 2010 as revenues. Ad abteve, our distributor in Brazil has a contrattight to return all purchases for up to six manfrom the
delivery date. As also noted above, due to ourilitglbo accurately estimate the rate of returntbis distributor, all sales made to it were alséeded until the si
month return period elapsed. The deferred revehapproximately $0.4 million recognized during theelve months period ended December 31, 2010 ateddal
purchases made in December 2009 that were nohestiand were not yet recognized as revenues.

Gross Profit. For the twelve months ended December 31, 20bksgprofit (revenue less cost of revenues) ine@&2.8%, or approximately $0.7 millic
to approximately $3.0 million from approximately .82million during the same period in 2010. Grosargin increased from 45.5% in the twelve monthsee
December 31, 2010 to 49.9% in the twelve montheeérigecember 31, 2011. In addition to an increasales, we were able to improve our gross prefialise ¢
reduced production cost per stent driven by a réaluén price per unit from our subcontractor amdromies of scale. For the twelve months ended Dbee 31
2011, our average selling price per stent recoghizeevenue was $571, and we recognized the $418,623 stents, compared to an average price @6 $er ster
and 8,171 stents recognized in revenue for the gaamied in 2010. Our cost of goods sold per stidreased from an average of $330 per stent rexedmi
revenue for the twelve months ended December 30 &Dan average of $286 per stent for the samedper 2011. The higher price per stent for theltwe month
ended December 31, 2010 was affected by the pfiséents sold in 2008 and 2009 to one of our Eumapdistributors in Euros when the Euro was muobnste
than the U.S. dollar, at an average price of $9B@mtranslated to U.S. dollars.

Research and Development ExpensEor the twelve months ended December 31, 20&4earch and development expense increased 84.¢
approximately $1.2 million, to approximately $2.5llion from approximately $1.3 million during theasie period in 2010. The increase in cost resultedapily
from higher clinical trial expenses of approximgt&ll.2 million, attributable mainly to the U.S. Eband Drug Administration clinical trial (approxitesy $0.¢
million) and the MGuard for Acute ST Elevation Refpsion Trial (MASTER Trial) (approximately $0.3 ridn), and an increase of approximately $0.3 millia
salaries, offset by approximately $0.2 million retlon in miscellaneous expenses and approximait@l¥ fillion reduction in share based compensafiesearc
and development expense as a percentage of reiremaased to 41.2% in 2011 from 27.0% in 2010.

Selling and Marketing ExpenseFor the twelve months ended December 31, 2(ling and marketing expense increased 59.6%, proximately $0.
million, to approximately $2.0 million from approwately $1.3 million during the same period in 20The increase in selling and marketing expenseltez
primarily from approximately $0.3 million of addithal salaries and approximately $0.4 million ofrghbased compensation of predominately newly hiad:
personnel as we expanded our sales activities waltj and approximately $0.1 million of commissiopertaining mainly to our first time shipment
approximately $1.2 million to our distributor india. This increase was partially offset by a deseeaf approximately $0.1 million in advertising erges. Sellir
and marketing expense as a percentage of reveawgaged to 32.9% in 2011 from 25.0% in 2010.
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General and Administrative ExpenseFor the twelve months ended December 31, 20&heml and administrative expense increased 323
approximately $9.4 million, to approximately $128llion from $2.9 million during the same period 2010. The increase resulted primarily from anease i
share based compensation of $7.5 million (whicldpneinately pertains to directorsbmpensation), an increase of approximately $0/6omiin salary expens:
(due to an increase in employee infrastructuretmamodate and comply with Securities and Exch&wamission standards and reporting), an increasev@sto
related activities of approximately $0.5 millionu@to us having been a publicly reporting compansing the twelve months ended December 31, 201tnbi
during the same period in 2010), an increase ofcupately $0.5 million in litigation expenses (mrrily due to a provision for our potential los$ated to
threatened lawsuit from a finder claiming a futauecess fee and commissions for assistance imgnalir distributor in Brazil), approximately $0.3llion in legal
fees (also related primarily to compliance with @é@es and Exchange Commission standards), ancoajppately $0.2 million in audit fees to accommadlainc
comply with Securities and Exchange Commission dsdeads and reporting. This increase was partiaffged by a decrease of approximately $0.1 millio
miscellaneous expenses. General and administrativense as a percentage of revenue increased .#2042011 from 58.6% in 2010.

Financial Expenses For the twelve months ended December 31, 2(ddndéial expense increased 506.5%, or approxim&@§ million, to approximate
$1.0 million from $0.2 million during the same patiin 2010. The increase in expense resulted pilymnetom a onetime financial expense recording
approximately $0.6 million in the first quarter 8011 pertaining to the revaluation of an outstagd@onvertible loan at fair value prior to redemptianc
approximately $0.2 million for the favorable impadtexchange rate differences for the twelve moetied December 31, 2010 that did not occur duhiagwelve
months ended December 31, 2011. Financial expenagarcentage of revenue increased from 3.1%1if #015.6% in 2011.

Tax Expenses Tax expense remained relatively flat at $2,000tle twelve months ended December 31, 2011, apaced to $47,000 during the s¢
period in 2010. Our expenses for income taxegcefirimarily the tax liability due to potentiaktexposure.

Net Loss. Our net loss increased by approximately $11/8anj or 328.8%, to $14.7 million for the twelveomths ended December 31, 2011 from
million during the same period in 2010. The incee@snet loss resulted primarily from an increaseperating expenses of approximately $11.2 mil{gee abov
for explanation) and an increase of approximat@33$nillion in financial expenses (see above fqulemation). This increase was partially offset lyiracrease i
gross profit of approximately $0.7 million (see abdor explanation).

Twelve months ended December 31, 2010 comparectieet months ended December 31, 2009

Revenues For the twelve months ended December 31, 2@i8l tevenue increased approximately $1.5 mill@n45.1%, to approximately $4.9 milli
from approximately $3.4 million in 2009. The $1.5llimn increase in revenue was primarily attribdalbo an increase in the amount of net deferreémee:
recognized during 2010.

For a description of the revenue deferred to 2@&@, “Twelve months ended December 31, 2011 comparedelve months ended December 31, 2010”
above.

For the twelve months ended December 31, 2009 efetred revenue of approximately $0.1 million wasprised mainly of shipments made in 200¢
deferred and recognized in 2010 to our distribitdBrazil in the amount of approximately $0.4 nati, to our distributor in Poland in the amount 6fZmillion anc
to our distributor in Israel in the amount of $@nilion, offset by shipments made in 2008 but defdrand recognized in revenue in 2009 from ouribistor in Italy
in the amount of $0.5 million, and from our distribr in Cyprus in the amount of $0.2 million. S&eavelve months ended December 31, 2011 comparedeivd
months ended December 31, 2010” above for the nsasty such revenue was deferred and/or recogfizezhch of the distributors listed above.
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Total gross revenue for the twelve months endece®éder 31, 2010 remained relatively flat in comparigo the twelve months ended December 31, :
increasing by approximately $46,000. This increeas predominantly volume based, with increasedmel accounting for approximately $263,000, offsephice
decreases in the amount of $217,000. The incrigagelume was evenly distributed among our distidios. The decrease in prices were due to our pEi@t o
newly opened markets, namely Brazil, Slovakia agdr€ss, in 2010, which required reduced priceagpared to 2009.

Gross Profit. For the twelve months ended December 31, 20ddksgprofit (revenue less cost of revenues) inead1.2%, or approximately $
million, to approximately $2.2 million from approrately $1.1 million during the same period in 200Qir gross margin percentage for the twelve moatide:
December 31, 2010 increased to 45.5% of reveneespared to 32.8% during the same period in 2009difition to an increase in sales, we were ablmpoove
our gross profit because of reduced production peststent driven by reduction in price per undnfr our subcontractor and economies of scale. Fomvitelve
months ended December 31, 2010, our average s@lting per stent recognized in revenue was $606 ven recognized the sale of 8,171 stents, compared
average price of $577 per stent and 5,910 stentgynézed in revenue for the same period in 2008r €@st of goods sold per stent decreased fromvarage c
$380 per stent recognized in revenue for the tweleaths ended December 31, 2009 to an average3ff $& stent for the same period in 2010. Thedrighnice
per stent for the twelve months ended Decembe2@10 was affected by the price of stents sold B828nd 2009 to one of our Europeans distributoEsiros whe
the Euro was much stronger than the U.S. dollaanatverage price of $997 when translated to Lbard.

Research and Development Expendgeor the twelve months ended December 31, 20d€karch and development expense remained relafiatlyai
approximately $1.3 million as compared to the saeod in 2009. Research and development expenageascentage of revenue decreased to 27.0% inf20rh
39.0% in 2009.

Selling and Marketing ExpenseFor the twelve months ended December 31, 2Gng and marketing expense increased approxim&@l2 million, o
18.8%, to approximately $1.2 million from approxielg $1.0 million during the same period in 200%eTincrease in cost resulted primarily from an éase ¢
approximately $0.2 million in advertising expenssslling and marketing expense as a percentagevehue decreased to 25.0% in 2010 from 30.5% i8.200

General and Administrative Expensd-or the twelve months ended December 31, 20d0eml and administrative expense increased appedely $1..
million, or 97.5% to approximately $2.9 million froapproximately $1.5 million during the same perilo@009. The increase resulted primarily from meréase i
share based compensation of approximately $0.7omi{bf which approximately $0.5 million related émployees and $0.2 million related to directoas),ncreas
of approximately $0.2 million in audit fees (as prepared for the transition from Israel GAAP to UGRAP), an increase of $0.1 million in salary enpes, and ¢
increase of approximately $0.4 million in other erpes (due to our overall expansion). General dmirastrative expense as a percentage of reveraeased t
58.6% in 2010 from 43.0% in 2009.

Financial Expenses (IncomeJor the twelve months ended December 31, 20@@néial expense increased to approximately $0.Romifrom income @
$4,000 for the same period in 2009. The increasxpense resulted primarily from a one time finahricome recording of $0.3 million in 2009 periam to the
cancellation of the conversion feature of a conblerioan that was repaid in the same year. Firmdripense as a percentage of revenue increaseti%oin 201(
compared to financial income as a percent of regearid.2% in 2009.

Tax Expenses Tax expense remained flat at $47,000 for thevevenonths ended December 31, 2010 and 2009. Cpenses for income taxes refl
primarily the tax liability due to potential tax gosure.

Net Loss Our net loss increased by approximately $0.Tianil or 25.6%, to approximately $3.4 million in ZDfrom approximately $2.7 million during 1
same period in 2009. The increase in net losstesprimarily from an increase in operating expsrsfeapproximately $1.6 million (see above for exytion) an
an increase of approximately $0.2 million in fineshceexpenses (see above for explanation). Thisease was partially offset by an increase in gmsdit of
approximately $1.1 million (see above for explam@yi
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Liquidity and Capital Resources
Twelve months ended December 31, 2011 comparectieet months ended December 31, 2010

General. At December 31, 2011, we had cash and cash &lgatg of approximately $5.1 million, as compa@®&@®.6 million at December 31, 2010. The
increase is attributable primarily to the privateggment conducted in conjunction with the shaharge transactions on March 31, 2011 and otheaterequity
issuances prior to and after the share exchangsattéions. We have historically met our cash néeasigh a combination of issuance of new sharesphing
activities and sales. Our cash requirements arerghy for product development, clinical trials, rketing and sales activities, finance and admiatste cost, capite
expenditures and general working capital.

Cash used in our operating activities was approtein&6.0 million for the twelve months ended Debem31, 2011, and approximately $2.7 million fag
same period in 2010. The principal reasons fougage of cash in our operating activities fortthelve months ended December 31, 2011 included s of
approximately $14.7 million and a decrease in wagkiapital of approximately $2.0 million, offset Approximately $9.6 million in non-cash share based
compensation, an approximately $0.9 million in mash financial expenses related to the revaluati@nconvertible loan and approximately $0.2 miiliaf all
other.

Cash provided by our investing activities was agpnately $13,000 during the twelve months endeddbswer 31, 2011, compared to approximately
$46,000 of cash used by investing activities dutimgsame period in 2010. The principal reasortiferdecreasein cash flow from investing activities during 2011
was a decrease in restricted cash of approxim&tp,000 offset by the purchase of approximate0100 of new manufacturing equipment.

Cash flow generated from financing activities wapraximately $10.7 million for the twelve monthsded December 31, 2011, and $3.0 million for the
same period in 2010. The principal reason foiilceease in cash flow from financing activities idgr2011 was the private placement conducted ijucation with
the share exchange transactions on March 31, 20d bther private equity issuances and exercise tdrap prior to and after the share exchange trdiwsecin the
aggregate amount of approximately $12.1 milliofisef by the repayment of the non-converted pormiba convertible loan in the amount of approximatl.0
million and the partial repayment of a long-terraridn the amount of approximately $0.4 million.

As of December 31, 2011, our current assets exdeaateent liabilities by a multiple of 2.8. Curreagsets increased approximately $5.9 million during
2011, mainly due to cash raised from the privadéeginents in 2011, while current liabilities deceshapproximately $0.5 million during the same peris a
result, our working capital surplus increased bgragimately $6.4 million to approximately $6.3 nolh during the twelve months ended December 311201

Credit Facilities. As of December 31, 2011, we had a long term lnahe amount of approximately $0.1 million begrinterest at the three month L
Dollar LIBOR rate plus 4% per annum. The loan iggide in eight quarterly installments during a pdrof three years that began in April 2010 and éndsnuar
2012. According to the loan agreement, in casanofexit transaction,Wwe will be required to pay to the bank an additidd@25 million if the sum received ir
“liquidity event” or the value of the company in 4R0” is higher than $100 million.

Convertible Loans Prior to December 31, 2011, we had a convertide with an aggregate principal amount outstag@ihapproximately $1.58 millic

that bore 8% interest. Following the share excbamgnsactions on March 31, 2011, $580,000 plusuadcinterest converted into shares of our comnbacks The
remaining principle in the amount of $1.0 milliorasvrepaid on May 15, 2011.
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Sales of Stock For the twelve months ended December 31, 20&lissued an aggregate of 12,315,145 shares of carstook and warrants to purch
6,709,073 shares of common stock for gross procefaisproximately $13.7 million and correspondirgg proceeds of approximately $12.1 million.

Twelve months ended December 31, 2010 comparectieet months ended December 31, 2009
General. At December 31, 2010, we had cash and cash &lgatg of approximately $0.6 million, as compa@&@®.4 million at December 31, 2009.

Cash used in our operating activities was approteip&2.7 million for the twelve months ended Debem31, 2010, and approximately $1.5 million fag
same period in 2009. The principal reasons foirtheease in cash used in operations in 2010 irclwednet loss of approximately $3.4 million, a @ase of
approximately $1.6 million in deferred revenuessetfby approximately $1.6 million of non cash shzased compensation expense, an increase of apiety
$0.4 million in other working capital and $0.3 rwh of other non cash adjustments.

Cash used in investing activities was approxima$dl§ thousand for the twelve months ended DeceBb@010 and approximately $0.3 million for the
same period in 2009. The principal reasons fod#émease in cash flow from investing activitieduded approximately $81 thousand for plant and mgeint
purchases offset by a decrease of approximatelytt®fizsand in restricted cash.

Cash flow generated from financing activities wppraximately $3.0 million for the twelve months eddDecember 31, 2010, and approximately $0.7
million for the same period in 2009. The principadsons for the increase in cash flow from finag@ativities during 2010 were the issuance of axiprately $1.8
million in new shares and the issuance of a coibleripan of approximately $1.5 million, offset biye repayment of a long term loan in the amourapgiroximately
$0.3 million.

As of December 31, 2010, current assets were appadely equal with our current liabilities. Curreagsets decreased approximately $0.2 million dittie
twelve months ended December 31, 2010 while cutigbitities decreased by approximately $1.5 milliduring the same period. As a result, our worlkiapital
deficiency decreased by approximately $1.2 millompproximately $53,000 during the twelve monthdezl December 31, 2010.

We believe that funds available at December 3112@igether with our anticipated revenues, willdwur operations until at least May or June 2013.
Thereafter, or before then to expand the breadtuopresent business, we will need to raise furthpital, through the sale of additional equitgiséies or
otherwise. Our future capital requirements andatiequacy of our available funds will depend on nfasyors, including our ability to successfully caorarcialize
our MGuard™ products, competing technological and market dgreknts, and the need to enter into collaboratidtis @ther companies or acquire other
companies or technologies to enhance or complemarroduct offerings. However, we may be unabletse sufficient additional capital when we neteat iraise
capital on favorable terms. The terms of any séesrissued by us in future financings may be nfaverable to new investors, and may include prefegs,
superior voting rights and the issuance of warrantsther derivative securities, which may haversher dilutive effect on the holders of any of securities then
outstanding. If we are unable to obtain adequatds on reasonable terms, we may be required tailcoperations significantly, possibly postponehatit our U.S.
Food and Drug Administration clinical trial or obtdunds by entering into financing agreements pattractive terms.

Off Balance Sheet Arrangements
We have no ofbalance sheet transactions, arrangements, obligafiocluding contingent obligations), or othert&nships with unconsolidated entities

other persons that have, or may have, a matefedtesn our financial condition, changes in finah@ondition, revenues or expenses, results ofadipes, liquidity,
capital expenditures or capital resources.
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Recent Accounting Pronouncements

In October 2009, the Financial Accounting Stand&dard issued amendments to the accounting antbgise for revenue recognition. These amendm
effective for fiscal years beginning on or aftendd5, 2010 (early adoption is permitted), modify triteria for recognizing revenue in multiplereént
arrangements and require companies to developt&stmate of the selling price to separate dedilblrs and allocate arrangement consideration tisengelative
selling price method. Additionally, the amendmegiiminate the residual method for allocating areangnt considerations. We do not expect the startddrdve
material effect on its consolidated financial sta¢ats.

In January 2010, the Financial Accounting Stand8uaisrd updated the “Fair Value Measurements Disckss’. More specifically, this update will require
(a) an entity to disclose separately the amounssguiificant transfers in and out of Levels 1 anfdi2 value measurements and to describe the redsotthe
transfers; and (b) information about purchasegssa@suances and settlements to be presentectpdire. present the activity on a gross baaisar than net) in
the reconciliation for fair value measurements gsignificant unobservable inputs (Level 3 inpuld)is update clarifies existing disclosure requieais for the
level of disaggregation used for classes of assetdiabilities measured at fair value, and requdisclosures about the valuation techniques gmatsrused to
measure fair value for both recurring and nonrécgrfair value measurements using Level 2 and L8vaputs. This update will become effective asheffirst
interim or annual reporting period beginning affecember 15, 2009, except for the gross presentafithe Level 3 roll forward information, whichiiequired for
annual reporting periods beginning after DecembBe2010 and for interim reporting periods withiosle years. The adoption of the new guidance didhaet a
material impact on our consolidated financial steats.

In May 2011, the Financial Accounting StandardsrBassued amended guidance and disclosure requitsrfa fair value measurements. These changes
will be effective January 1, 2012 on a prospedhiasis. Early application is not permitted. Theseadments are not expected to have a material inipdoe
consolidated financial results.

Factors That May Affect Future Operations

We believe that our future operating results walhttinue to be subject to quarterly variations bagsuh a wide variety of factors, including the déyal
nature of the ordering patterns of our distributtiraing of regulatory approvals, the implementataf various phases of our clinical trials and nfanturing
efficiencies due to the learning curve of utilizingw materials and equipment. Our operating resolid also be impacted by a weakening of the BEnch
strengthening of the New Israeli Shekel, or NIShkagainst the U.S. dollar. Lastly, other econoauinditions we cannot foresee may affect customeraghel, such
as individual country reimbursement policies paitag to our products.

Tabular Disclosure of Contractual Obligations
The following table summarizes our outstanding axttal obligations as of December 31, 2011:

Payments due by period (amounts in thousand:

Less than More than
Contractual Obligation Total 1 year 1-3years 3-5years 5 years
Long-term loan (1 $ 9 $ 9 $ 0o $ 0 $ 0
Operating lease obligations ( 85¢€ 304 554 0 0
Accounts Payable 1,67( 1,67( 0 0 0
Total $ 2,62 $ 2,06¢ $ 554 $ 0 3 0
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(1) Our long-term loan obligations as of Decem®l, 2011 consisted of a loan with Mizrahi TefaBabk. According to our agreement with Mizrahi Tefah
Bank, we received a loan amounting to $750,000;ilbg@nnual interest (quarterly paid) equal to LBB® 4%. The loan is payable in eight quarterly
installments during a period of 3 years beginniril’2010. As of December 31, 2011, the remainiatabce outstanding of this loan was $94,(

(2) Our operating lease obligations consigheflease for our offices and manufacturing faesiin Tel Aviv, Israel and the leases for the miajaf our
company cars

Iltem 7A.Quantitative and Qualitative Disclosures Alut Market Risk.
We are exposed to market risk related to fluctuation interest rates and in foreign currency exgbaates.
Interest Rate Exposure

Our exposure to market risk relates primarily torstterm investments, including funds classifieccash equivalents. As of December 31, 2011, akksx
funds were invested in time deposits and otherliliguid investments, therefore our interest rax@osure is not considered to be material.

Foreign Currency Exchange Rate Exposure

Our foreign currency exchange rate exposure coesino evolve as we grow internationally. Our expega foreign currency transaction gains and logses
the result of certain revenues and expenses beingniinated in currencies other than the U.S. dgdlamarily the Euro and the New Israeli Shekel. Benot
currently engage in hedging or similar transactimnsduce these risks. Fluctuations in currencharge rates could impact our results of operatiomencial
position, and cash flows.

48




Iltem 8. Financial Statements and Supplementary Data
The following financial statements are includega# of this Report (See Item 15):

Report of Kesselman & Kesselman, Independent RagidtPublic Accounting Firr

Consolidated Balance Sheets as of December 31,&0d 201(

Consolidated Statements of Operations for the YEaded December 31, 2011, 2010 and Z

Consolidated Statements of Changes in Equity (@Bpi¢ficiency) for the Years Ended December 31,1202010 and 200
Consolidated Statements of Cash Flows for the YEaded December 31, 2011, 2010 and 2

Notes to Consolidated Financial Stateme
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Item 9. Changes in and Disagreements with Accountéson Accounting and Financial Disclosure.

Not applicable.
Item 9A. Controls and Procedures.
Management’s Conclusions Regarding Effectiveness Biisclosure Controls and Procedures

We conducted an evaluation of the effectivenesmiof‘disclosure controls and procedures” (“Disci@sGontrols”), as defined by Rules 13a-15(e) andt 15
15(e) of the Securities Exchange Act of 1934, asraded (the “Exchange Act”), as of December 31, 2€id end of the period covered by this Annual Repo
Form 10-K. The Disclosure Controls evaluation waselunder the supervision and with the participatibmanagement, including our Chief Executive &xfi
(“CEO”) and Chief Financial Officer (“CFQ”). Thewre inherent limitations to the effectiveness of aystem of disclosure controls and proceduresoftingly,

even effective disclosure controls and proceduaasanly provide reasonable assurance of achietigig tontrol objectives. Based upon this evaluateam CEO
and CFO have concluded that our Disclosure Conivel® effective at the reasonable assurance leval Becember 31, 2011.
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Management's Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and miaimy adequate internal control over financialoming, as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act. The Company’s internalrobietver financial reporting is designed to proviéasonable assurance regarding the reliabilifinahcial
reporting and the preparation of the consolidaieainicial statements for external reporting purpasescordance with generally accepted accountiimgiples.

Because of its inherent limitations, internal cohbver financial reporting may not prevent or @¢taisstatements. Also, projections of any evatmatf
effectiveness of internal control over financigboeting to future periods are subject to the riskt controls may become inadequate because of ekamgonditions
or that the degree of compliance with the policdeprocedures may deteriorate over time.

Management, including our CEO and our CFO, assdhseeffectiveness of the Company’s internal contkar financial reporting as of December 31,
2011. In making this assessment, management useditéria set forth by the Committee of Sponsof@rganizations of the Treadway Commissiomniternal
Control—Integrated FrameworkBased on its assessment and those criteria, raareag has concluded that the Company maintainedtefé internal control over
financial reporting as of December 31, 2011.

Kesselman & Kesselman, Certified Public Accountatiis independent registered public accounting that audited the Company’s consolidated financial
statements included in this Annual Report on FoaKlhas issued an attestation report on the Cowgipanternal control over financial reporting, whishincludec
herein.

Changes in Internal Control over Financial Reportirg

There have been no changes in the Company'’s ilteon&ol over financial reporting during the quarended December 31, 2011 that have materially
affected, or are reasonably likely to materiallieef, the Company'’s internal control over financigporting.

Item 9B. Other Information.
Not applicable.
PART I
Item 10. Directors, Executive Officers and Corpora¢ Governance.

The following table sets forth information regamgliour executive officers and the members of ourdoédirectors.

Name Age Position

Ofir Paz 46 Chief Executive Officer and Direct

Asher Holzer, Ph.C 62 President and Directc

Craig Shore 50 Chief Financial Officer, Secretary and Treast

Eli Bar 47 Senior Vice President of Research and DevelopnmahtChief Technical Officer of
InspireMD Ltd.

Sara Pa: 48 Vice President of Sales of InspireMD L

Sol J. Barer, Ph.C 64 Chairman of the Board of Directo

James Barry, Ph.L 52 Director

Paul Stuke 56 Director

Eyal Weinsteir 57 Director

Our directors hold office until the earlier of theleath, resignation or removal by stockholdersril their successors have been qualified. Owratars are
divided into three classes. Sol J. Barer and Bauka are our class 1 directors, with their terfnsffice to expire at our 2012 annual meeting otckholders. Asher
Holzer and Eyal Weinstein are our class 2 directoith their terms of office to expire at our 20d8nual meeting of stockholders. Ofir Paz and JBaesy are our
class 3 directors, with their terms of office tqer at our 2014 annual meeting of stockholderseakh annual meeting of stockholders, commencittytive 2012
annual meeting, directors elected to succeed ttiiosetors whose terms expire shall be elected terma of office to expire at the third succeeding@al meeting of
stockholders after their election, with each dioetd hold office until his or her successor shalle been duly elected and qualified.
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Our officers are elected annually by, and sertee@pleasure of, our board of directors.
Executive Officers and Directors

Ofir Paz has served as our chief executive officer andecthbr since March 31, 2011. In addition, Mr. Pazd&wed as the chief executive officer and a
director of InspireMD Ltd. since May 2005. From A@000 through July 2002, Mr. Paz headed the Miafio§V Platform Group in Israel. In this capaciiy. Paz
managed the overall activities of Microsoft TV Acs&3hannel Server, a server-based solution for eldtig interactive services and Microsoft Windowsdxd
content to digital cable set-top boxes. Mr. Paagd Microsoft in April 2000 when it acquired Peddatworks, which he founded and served as its axetutive
officer. Mr. Paz was responsible for designing PRdsdetworks’ original system architecture, takin§rdm product design to a viable product, and timemaging and
leading the company up to and after its acquisitieimch was valued at approximately $100 milliorite time of such acquisition. Mr. Paz currentlyves on the
board of directors of A. S. Paz Investment and Manzent Ltd., S.P. Market Windows Israel Ltd. anddPeNetworks Ltd. Mr. Paz received a B.Sc. in Eleal
Engineering, graduating cum laude, and a M.Sc. ffefmAviv University. Mr. Paz’s qualifications to s@ on the board include his prior experience iccessfully
establishing and leading technology companiesraels In addition, as chief executive officer, Miaz’s position on the board ensures a unity adbribetween the
broader goals our company and our day-to-day opesat

Asher Holzer, PhD, has served as our president since March 31, 20d previously also served as our chairman from M&i2011 until November 16,
2011. In addition, Dr. Holzer has served as thsigent and chairman of the board of InspireMD Lidce April 2007. Previously, Dr. Holzer founded Addedical
Ltd., an investment firm specializing in medicalde startups, and served as its chief executifieesffrom 2002 through 2004. Dr. Holzer currergbrves on the
board of directors of Adar Medical Ltd., O.S.H.-Tlhe Israeli Society of Occupational Safety and Hektd., Ultra-Cure Ltd., GR-Ed Investment and Eptese
Ltd., Vasculogix Ltd., Theracoat Ltd., Cuber Stetd., 2to3D Ltd., and S.P. Market Windows CypriBr.. Holzer earned his PhD in Applied Physics frdve t
Hebrew University. Dr. Holzer is also an invenémid holder of numerous patents. Dr. Holzer briogbe board his more than 25 years of experiemeslvanced
medical devices, as well as expertise coveringdewénge of activities, including product developinelinical studies, regulatory affairs, marketraduction and
the financial aspects of the stent business.

Craig Shorehas served as our chief financial officer, secyetend treasurer since March 31, 2011. In additome November 10, 2010, Mr. Shore has
served as InspireMD Ltd.’s vice president of busgydevelopment. From February 2008 through Jun®,200 Shore served as chief financial officer obid
Group Capital Ltd. and Nepco Star Ltd., both puplicaded companies on the Tel Aviv Stock Exchamgesed in Tel Aviv, Israel. From March 2006 untibRgary
2008, Mr. Shore served as the chief financial offwfeCellnets Solutions Ltd., a provider of advasheellular public telephony solutions for low toddle income
populations of developing countries based in ABrgel. Mr. Shore has over 25 years of experiendmancial management in the U.S., Europe ancklskis
experience includes raising capital both in thegig and public markets. Mr. Shore graduated waitons and received a B.Sc. in Finance from PenasjdvState
University and an M.B.A. from George Washington \érsity.

Eli Bar has served as InspireMD Ltd.’s senior vice presidémésearch and development and chief techni¢mienfsince February 2011. Prior to that, he
served as InspireMD Ltd.’s vice president of reskand development since October 2006 and engiearanager since June 2005. Mr. Bar has over a&sye
experience in medical device product developmemt.Bdr has vast experience building a completearebeand development structure, managing teams them
idea stage to an advanced marketable product. slbd®n involved with many medical device projeetsrdhe years and has developed a synthetic vasgali for
femoral and coronary artery replacement, a covstent and a fully implantable Ventricular Assistide. Mr. Bar has more than nine filed device arethod
patents and he has initiated two medical devicgept®. Mr. Bar is also a director of Blue Surgittd., a medical device company based in Israel.Bar. graduated
from New Haven University in Connecticut with a B.8&1 Mechanical Engineering.
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Sara Pazhas served as InspireMD Ltd.’s vice president oédsaince September 2010 and was previously, comngeimcMay 2008, a sales and marketing
consultant to InspireMD Ltd. Before joining Inspir€M.td. in 2008, Ms. Paz had owned and operatedtamative medicine clinic in Israel since 1995.

Sol J. Barer, Ph.D.has served as a director since July 11, 2011 asddraed as our chairman since November 16, 201 Bdder has over 30 years of
experience with publicly traded biotechnology comipa. In 1980, when Dr. Barer was with CelaneseeBesh Company, he formed the biotechnology groap th
was subsequently spun out to form Celgene Corpmorabr. Barer spent 18 years leading Celgene Catjmor as president, chief operating officer anathi
executive officer, culminating with his tenure aslgene Corporation’s executive chairman and chairbeginning in May 2006 until his retirement in J@g4.1.
Dr. Barer is also a director of Amicus Therapeuytins. and Aegerion Pharmaceuticals, Inc. and seagea senior advisor to a number of other bioteclgy
companies. Dr. Barer received a Ph.D. in organ&iktry from Rutgers University. Dr. Barer brirtgsthe board significant scientific and executieadership
experience in the U.S. biotechnology industry andrgservice on the board of directors of otherlmly-held biopharmaceutical companies, as wekhasique
perspective on the best methods of growth for gebfmology company.

James Barry, Ph.Dhas served as a director since January 30, 20£2Bdbry has served as executive vice presidenchief operating officer at Arsenal
Medical Inc., a medical device company focused ealltherapy, since September 2011. Dr. Barry lésals his own consulting firm, Convergent Biomeldica
Group LLC, advising medtech companies on produceld@ment, strategy, regulatory challenges and farging. Until June 2010, he was senior vice iy,
corporate technology development at Boston Scier@ibrporation, where he was in charge of the o@fgoresearch and development and pre-clinicahseg
functions. Dr. Barry joined Boston Scientific ind®and oversaw its efforts in the identificatiom atevelopment of drug, device and biological systéon
applications with implantable and catheter-basdiely systems. He currently serves on a numbedefsory boards including the College of Biomedical
Engineering at Yale University, the College of $cies at University of Massachusetts-Lowell, andMiassachusetts Life Science Center. Dr. Barry vetehis
Ph.D. in Biochemistry from the University of Maskasetts-Lowell and holds a B.A. degree in Chemistign Saint Anselm College. Dr. Barry brings te thoard
over 20 years of experience in leadership rolédeémmedical device industry and significant medieahnology experience, in particular with resgect
interventional cardiology products.

Paul Stukahas served as a director since August 8, 2011.SMika has served as the managing member of @sirieers, LLC since 2000. Prior to
forming Osiris Partners, LLC, Mr. Stuka, with 30aye experience in the investment industry, was @agiag director of Longwood Partners, managing bozgl
institutional accounts. In 1995, Mr. Stuka joirgthte Street Research and Management as mandteMairket Neutral and Mid Cap Growth Funds. Froa86 to
1994, Mr. Stuka served as the general partner d@Sassociates, where he managed a U.S.-basedimespartnership. Mr. Stuka began his career ifd E&8an
analyst at Fidelity Management and Research. Aanalyst, Mr. Stuka followed a wide array of indiestrincluding healthcare, energy, transportatiou, ladging
and gaming. Early in his career he became thetassisortfolio manager for three Fidelity Fundglimding the Select Healthcare Fund which was reizeghas the
top performing fund in the U.S. for the five-yearjpd ending December 31, 1985. Mr. Stuka’s qualifons to serve on the board include his significirategic
and business insight from his years of experieneesting in the healthcare industry.

Eyal Weinsteinhas served as a director since August 8, 2011.Winstein is the chief executive officer of LEOREX., a company developing and
marketing Dermo Cosmetic products. From 2001 to7204r. Weinstein worked as manager-partner of C.la@.economic and accounting consultancy, congultin
for leading Israeli banks, including Leumi Bank,déalim Bank, Discount Bank and Bank Hamizrachi.nk2000 to 2001, he was manager-partner of Exseed, a
venture capital fund that invested in early-stagmpganies. Beginning in 1996, Mr. Weinstein was idnga and founder in the establishment of thre&{tégh
companies that were ultimately sold, two to Micfb&orporation. Mr. Weinstein brings to the boars ¢onsiderable management and business expeldsrene
executive of several companies and investment fintdsael.

Family Relationships

Ofir Paz and Sara Paz are husband and wife.
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Agreements with Executive Officers
Ofir Paz

On April 1, 2005, InspireMD Ltd. entered into an@oyment agreement with Ofir Paz to serve as ledpD Ltd.’s chief executive officer. Such
employment agreement was subsequently amendedtobédd, 2008 and March 28, 2011. Pursuant toettnigloyment agreement, as amended, Mr. Paz was
entitled to a monthly gross salary of $15,367. Rz was also entitled to certain social and fringeefits as set forth in the employment agreemveith totaled
25% of his gross salary, as well as a companyMarPaz was also entitled to a minimum bonus eqeivaio three monthly gross salary payments based on
achievement of objectives and board of directop@l. Mr. Paz was eligible to receive stock opsigpursuant to this agreement following its six thon
anniversary, subject to board approval. If Mr. P&igployment was terminated with or without causewlas entitled to at least six months’ prior noticel would
have been paid his salary and all social and frivegeefits in full during such notice period.

On April 1, 2011, in order to obtain more favoratag treatment in Israel, the employment agreem#ht Mr. Paz was terminated and InspireMD Ltd.
entered into a consultancy agreement with A.S.NPaizagement and Investment Ltd., an entity whollyred by Mr. Paz, through which Mr. Paz was retaioed
serve as InspireMD Ltd.’s chief executive officBursuant to this consultancy agreement, Mr. Pazentifed to a monthly consultancy fee of $21,5@8. Paz was
also entitled to a minimum bonus equivalent toéhrenthly gross salary payments based on achievashebjectives and board of directors approvaMif Paz's
employment was terminated without cause, he wasieshto at least six monthgrior notice and would have been paid his consaitdee during such notice peric

At the request of the compensation committee, Mz &jreed, effective as of December 1, 2011, mitate his consultancy agreement, be compensated a:
an employee and enter into a new employment agneteonesubstantially the same terms as the consyitagreement. Since December 1, 2011, Mr. Pabéeis
an employees of ours and has received the samleoiesempensation i(e., base salary and benefits) as under his consyl@greement. We are in the process of
finalizing his employment agreement, but we expleat its terms will be substantially the same as¢hof the consultancy agreement.

For a description of certain severance and pensyments to which Mr. Paz was and will be entitiader his agreements, see “ltem 11. Executive
Compensation—Potential Payments Upon Terminaticd@r@ange of Control.”

Asher Holzer

On April 1, 2005, InspireMD Ltd. entered into anm@oyment agreement with Dr. Asher Holzer to servénapireMD Ltd.’s president. Such employment
agreement was subsequently amended on March 28, RQfsluiant to this employment agreement, as amebdeHolzer was entitled to a monthly gross salafry
$15,367. Dr. Holzer was also entitled to certaiciacand fringe benefits as set forth in the emplent agreement, which totaled 25% of his grosasada well as a
company car. Dr. Holzer was also entitled to a mimn bonus equivalent to three monthly gross salagments based on achievement of objectives and loda
directors approval. Dr. Holzer was eligible to rigeestock options pursuant to this agreement falawits six month anniversary, subject to boardrepal. If Dr.
Holzer's employment was terminated with or withoatise, he was entitled to at least six monthstpridice and would have been paid his salary ansbalal and
fringe benefits in full during such notice period.

On April 29, 2011, effective April 1, 2011, in omd® obtain more favorable tax treatment in Isréed, employment agreement with Dr. Holzer was
terminated and InspireMD Ltd. entered into a cotsdy agreement with The Israeli Society Ltd., atitg wholly-owned by Dr. Holzer, through which CHiolzer
was retained to serve as InspireMD Ltd.’s presidentsuant to this consultancy agreement, Dr. Halzss entitled to a monthly consultancy fee of $83, Dr.
Holzer was also entitled to a minimum bonus eqeivato three monthly gross salary payments basextbievement of objectives and board of directppaval. If
Dr. Holzer's employment was terminated without eguee was entitled to at least six months’ prigicgand would have been paid his consultancy tegd such
notice period.
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At the request of the compensation committee, Dizér agreed, effective as of December 1, 201fertainate his consultancy agreement, be compensatec
as an employee and enter into a new employmenéamgmnat on substantially the same terms as the dansylagreement. Since December 1, 2011, Dr. iHblae
been an employees of ours and has received thelsael®f compensationife., base salary and benefits) as under his consyl@greement. We are in the proc
of finalizing his employment agreement, but we extpkat its terms will be substantially the saméhase of the consultancy agreement.

For a description of certain severance and pensyments to which Dr. Holzer was and will be eadtlunder his agreements, see “ltem 11. Executive
Compensation—Potential Payments Upon Terminaticd@r@ange of Control.”

Craig Shore

On November 28, 2010, InspireMD Ltd. entered intoearployment agreement with Craig Shore to servingmreMD Ltd.’s vice president of busine
development. Pursuant to the employment agreenMntShore was entitled to a monthly gross salainy$®,750, which amount increased to $10,200 1
consummation of our share exchange transactiondasnh 31, 2011 and which further increased to $@&s of July 1, 2011. Mr. Shore is also entitleddrtair
social and fringe benefits as set forth in the @ymplent agreement. Mr. Shore is also entitled tal geceived, a grant of options to purchase 451@8@ricte
ordinary shares of InspireMD Ltd. which were cortgdrinto options to purchase 365,223 shares ofcomrmon stock following the consummation of our s
exchange transactions on March 31, 2011; such rmptshall fully vest if Mr. Shore’ employment is terminated in connection with ang@aof control. If Mi
Shore’s employment is terminated without cause, 3fiore shall be entitled to at least 30 day&r notice and shall be paid his salary in fultlaall social and frinc
benefits during such notice period. If a majorraf@of control of InspireMD Ltd. occurs, Mr. Shavél be entitled to at least 180 daywior written notice and shi
be paid his salary in full and all social and fengenefits during such notice period. If Mr. Shisreerminated for cause, he is not entitled to aotyce.

For a description of certain severance and peng@ments to which Mr. Shore is entitled under higployment agreement, sedeém 11. Executiv
Compensation—Potential Payments Upon Terminaticd@r@ange of Control.”

Eli Bar

On June 26, 2005, InspireMD Ltd. entered into aplegment agreement with Eli Bar to serve as IndgDeLtd.’s engineering manager. Pursuant to this
employment agreement, Mr. Bar is entitled to a igngross salary of $8,750, which amount incredseil0,620 as of July 1, 2011. Mr. Bar is alsatient to
certain social and fringe benefits as set fortthenemployment agreement including a company Kavlr. Bar's employment is terminated without cauke is
entitled to at least 60 days’ prior notice and kbalpaid his salary in full and all social andhffe benefits during such notice period.

For a description of certain severance and penmgments to which Mr. Bar is entitled under his esgpient agreement, see “ltem 11. Executive
Compensation—Potential Payments Upon Terminaticd@r@ange of Control.”

Sara Paz

On May 6, 2008, InspireMD Ltd. entered into a cdteswcy agreement for marketing services with Saa, Ehe wife of Ofir Paz, our chief executive
officer. Pursuant to this consultancy agreement,Rdz was paid by InspireMD Ltd. a fixed hourly t#e545 (154 New Israeli Shekels) in Israel anged daily
fee of $400 abroad with respect to her servicesded this consultancy agreement, either party Wésta terminate the agreement, in whole or in,paithout cause
by submitting written notice of such terminationth@ other party at least 14 days prior to suahmitgation.

On September 1, 2011, effective April 1, 2011, camsultancy agreement was terminated and InspiréddDand Sara Paz Management and Marketing
Ltd., an entity wholly-owned by Ms. Paz, entereithia new consultancy agreement pursuant to whichP?dz was retained to serve as InspireMD Ltd.’s vic
president of sales. Pursuant to this consultagoyesment, Ms. Paz was entitled to a monthly coarait fee of $12,500 (42,684 New Israeli ShekeshfApril 1,
2011 through June 30, 2011 and is entitled to athipeonsultancy fee of $15,500 (52,927 New Isr&&lekels) thereafter. This new consultancy agreeimss no
termination date, but may be terminated withoutsealy InspireMD Ltd. upon 30 days notice to SaraManagement and Marketing Ltd. and may be terrathat
with cause by the InspireMD Ltd. immediately, ugha occurrence of certain events, such as a bitgabks. Paz of fiduciary duties owed to InspireMD Ltd.
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For a description of certain severance and pemmgments to which Ms. Paz is entitled under her uiterscy agreement, see “ltem 11. Executive
Compensation—Potential Payments Upon Terminatic@r@nge of Control.”

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourctlims and officers, and persons who own more teanpercent of our common stock, to file with
Securities and Exchange Commission initial repoftswnership and reports of changes in ownershipuofcommon stock. Directors, officers and persshe owr
more than ten percent of our common stock are reduiy Securities and Exchange Commission reguisitio furnish us with copies of all Section 16@is the'
file.

To our knowledge, based solely on a review of thigies of such reports furnished to us, during tharyended December 31, 2011, each of our dire
officers and greater than ten percent stockholdensplied with all Section 16(a) filing requiremetgplicable to our directors, officers and gredtan ten perce
stockholders, except that each of Mr. Paz and Dizédaeported one transaction on a late Form 4,3¥ore did not report his ownership of options amgrants o
his initial Form 3 filing, although such Form was@ended to include such ownership, Mr. Weinsteiedfibne late Form 3 reporting no beneficial owngrsifioul
securities and reported one transaction on a latemF and Mr. Stuka filed one late Form 3 reportbeneficial ownership of shares of our common stack
warrants and reported one transaction on a late Bor

Board Committees

Our board of directors has established an audinuitiee, a nominating and corporate governance cét@enind a compensation committee, each of which
has the composition and responsibilities descrhzdw.

Audit Committee Our audit committee is currently comprised of btes Stuka and Weinstein and Dr. Barer, each ofmvbor board has determined to be
financially literate and qualify as an independdinéctor under Section 5605(a)(2) of the ruleshef Nasdaq Stock Market. Mr. Stuka is the chairnfasuo audit
committee and qualifies as a financial expert,efsdd in Item 407(d)(5)(ii) of Regulation S-K. Thedit committee’s duties are to recommend to @ard of
directors the engagement of independent auditcasidiit our financial statements and to review @aoanting and auditing principles. The audit conteeitwill
review the scope, timing and fees for the annuditand the results of audit examinations perforingdhe internal auditors and independent publepaatants,
including their recommendations to improve the eysbf accounting and internal controls.

Nominating and Corporate Governance Committ€@ur compensation committee is currently compriseMessrs. Stuka and Weinstein and Dr. Barer,
each of whom qualify as an independent directoeu@gction 5605(a)(2) of the rules of the NasdagiSMarket. Mr. Stuka is the chairman of our nortimgand
corporate governance committee. The nominatingcangorate governance committee identifies andmegends to our board of directors individuals qugdifto
be director nominees. In addition, the nominatind eorporate governance committee recommends tbaard of directors the members and chairman df baarc
committee who will periodically review and assess code of business conduct and ethics and ouocai@ governance guidelines. The nominating amgocate
governance committee also makes recommendatiorchémyes to our code of business conduct and ethitsur corporate governance guidelines to ourcbof
directors, reviews any other matters related tocouporate governance and oversees the evaludtmur @oard of directors and our management.

The nominating and corporate governance committdlecansider all proposed nominees for the boarddoéctors, including those put forward

stockholders. Stockholder nominations should beriting, addressed to the nominating and corpogateernance committee in care of the secretary sgtiteMD
Inc., 3 Menorat Hamaor St., Tel Aviv, Israel, 674#8Baccordance with the provisions of our Amended Restated Bylaws.
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Compensation CommitteeOur compensation committee is currently comprisédMessrs. Stuka and Weinstein and Dr. Barer. Mringtein is th
chairman of our compensation committee. The conmgiers committee reviews and approves our salarybamefits policies, including compensation of exa®
officers. The compensation committee also admirgster stock option plans and recommends and apprgrants of stock options under such plans.

Code of Ethics

We intend to adopt a code of ethics that appliesutoofficers, directors and employees, including principal executive officer and principal accting
officer, but have not done so to date due to olatively small size. We intend to adopt a writterde of ethics in the near future. Once adoptesifuh text of ou
code of ethics will be published on our websitevatw.inspiremd.com. We intend to disclose future amendmentsettain provisions of the code of ethics
waivers of such provisions granted to executivicefs and directors, on this website within fivesimess days following the date of such amendmewadrer.

Item 11. Executive Compensation.
Compensation Discussion and Analysis

The Compensation Discussion and Analysis discussegrinciples underlying our executive compensatiolicies and decisions for our named exec!
officers. It provides qualitative information regarg the manner in which compensation is earnedlrynamed executive officers and places in corttextdat:
presented in the tables that follow. In additiore address the compensation paid or awarded dufiid & our named executive officers: Ofir Paz, ohiel
executive officer (principal executive officer), @y Shore, our chief financial officer, secretandareasurer (principal financial and accountinficef), Ashe
Holzer, Ph.D., our president, Eli Bar, the senimevpresident of research and development and ¢bdbinical officer of InspireMD Ltd., and Sara P# vice
president of sales of InspireMD Ltd.

We formed a compensation committee on Septembe2@1],. Prior to that date, all compensation denisifor Mr. Paz and Dr. Holzer were made by
board of directors. Mr. Paz was responsible fer éRecutive compensation packages of Messrs. StmoteBar and Ms. PazBecause of the potential conflict
interest, Dr. Holzer and Mr. Shore also reviewed approved Mr. Paz's decision with respect to Maz'$>compensation before it was implemented. Theeat
compensation packages of Mr. Paz and Dr. Holzeewetermined before our share exchange transaaiondarch 31, 2011, when InspireMD Ltd. was a pe
Israeli company. In accordance with Israeli laveit compensation was submitted to and approvetidgtockholders of InspireMD Ltd. on February 2811. Ou
board of directors also reviewed and approved Mar&'s compensation package after the share exetteangsactions.

Going forward, the compensation committee of owartdmf directors will review at least annually atetermine the executive compensation packags
Mr. Paz and Dr. Holzer, including approving any gsaof stock options. Mr. Paz will remain responsilibr making recommendations to our compens
committee with respect to the executive compensatackages for Messrs. Shore and Bar and Ms. Raading any grants of stock options.

In considering compensation for our named execuiffieers, the board of directors has historicaélied upon the offices performance and contributi
to our development and achievements. We did ngaga in any formal benchmarking or conduct or ob&aiy formal surveys of executive compensationegt
companies. We also considered general compendagioas.

The compensation committee is currently conductisgeview of named executive officer compensation2012. The compensation committee
retained the services of a compensation consultaassist with this review, and anticipates thahiéy engage in formal benchmarking of our named e
officers’ compensation against that at companies that itiderssto be comparable to us. Based on this datacompensation committee may target our o\
compensation packages, or elements of our compengackages, to fall within a certain percentifeéhee comparator group. The compensation commiteesenc
made such a decision at this time.
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We have entered into agreements with all of ourethexecutive officers. These agreements are suedannder “Executive Officers and Directers
Agreements with Executive OfficersMr. Paz and Dr. Holzer were compensated pursuaobmsultancy agreements beginning on April 1, 2¢idwever, at th
request of the compensation committee, Mr. PazlamdHolzer agreed, effective as of December 1, 2@d terminate their consultancy agreements, bepenisate
as employees and enter into new employment agresroarsubstantially the same terms as the consyltagreements. Since December 1, 2011, Mr. PaDa
Holzer have been employees of ours and have retéieesame level of compensatioie(, base salary and benefits) as under their comsnyltagreements. We i
in the process of finalizing their employment agneats, but we expect that their terms will be saisally the same as those of the consultancy aggats.

Philosophyof Compensation

The goals of our compensation policy are to enthaeexecutive compensation rewards managemehefpmg us achieve our financial goals (incre:
sales, profitability, etc.) and meet our clinicaal milestones and aligns managemsrverall goals and objectives with those of ooclgholders. To achieve the
goals, our board of directors and, going forward, @mpensation committee, aims to:

. provide a competitive compensation package thatlesais to attract and retain superior managenesbpnel

« relate compensation to our overall performancejrttlividual officer’s performance and our assessneéthe officer’s future potential;
« reward our officers fairly for their role in ourl@evements; and

« align executives’ objectives with the objectivesstifickholders by granting equity awards to encaeiggcutive stock ownership.

We have determined that in order to best meet thbgetives, our executive compensation progranuishbalance fixed and bonus compensation, as
as cash and equity compensation, as discussed .bettstorically, there has been no pre-establighaity or target for the allocation between eitbash and non-
cash or short-term and long-term incentive compt@mséor our executive officers.

Components of Compensation

The principal components of compensation for ounea executive officers are base salary/consultées,f equity based grants, personal benefit
perquisites and, potentially in the future, cashuses.

Base Salary/Consulting Feeslhe primary component of compensation for our namestutive officers is base salary (or consultiegsffor our named
executive officers who are employed pursuant tesatiancy agreements). Base salary levels for onredeexecutive officers have historically been deteed base
upon an evaluation of a number of factors, inclgdime individual officer’s level of responsibilitiength and depth of experience and our assessshém officer’s
future potential with our company, performance a@ndhe extent available, general compensationidesesimilarly situated executives and general pensation
trends. Although our employment and consultaneg@gents with our named executive officers sehfarfixed base salary, salaries have been reviewed
periodically and changed, when deemed appropiigteral or written amendment to the applicableceffis agreement. For 2011, we generally incretisedase
salaries of our executive officers, in part asfeection of our becoming a publicly traded compamyhe U.S. and the accompanying increased redpititiss for our
executive officers. Prior to April 1, 2011, Ms.ZR@as compensated on an hourly basis, based arditiburly consulting fee.

For 2012 and in the future, the compensation cotemintends to review each named executive offides’'se salary/consulting fee on an annual balsis.

addition to the factors described above, in setbiage salary, the compensation committee intendsrtsider the recommendations of our compensatasudtant
and more formal data regarding the compensaticgidesf similarly situated executives.
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Equity Based Grants.An additional principal component of our compeimsapolicy for named executive officers consistgmants under the InspireM
Inc. 2011 UMBRELLA Option Plan. Under this plan, @ang other awards, executive officers may be grastedk options. Since its formation, the compens
committee of the board of directors has administéhe grants of awards under the InspireMD, InA220MBRELLA Option Plan, and prior to its formatiotine
board of directors administered such award® date, all equity incentive awards have been n&ter (i) in accordance with negotiated termsfegeth in ou
employment or consultancy agreements, at levelsmddenecessary to attract or retain the executivbeatime of such negotiations and determined talkirc
account the recipient’s overall compensation paekagd the goal of aligning such executiveiterest with that of our stockholders, or (ii)tlae discretion of tr
compensation committee without reference to anynédrtargets or objectives, when deemed appropmmateonnection with extraordinary efforts or resudt
necessary in order to retain the executive in laftthe executive’s overall compensation package.

We believe that equity ownership of our companybynamed executive officers will further align théerests of our executive officers with thoseof
stockholders.

For 2012 and in the future, our compensation cotemiintends to consider during our annual compenmsaeview whether to grant equity incent
awards to our named executive officers, and thmgesf any such awards, including whether to setperjormance targets or other objective or subjectriterie
related to the final grant or vesting of such awardihe compensation committee will also retain fteeibility to make additional grants throughotet year i
deemed necessary or appropriate in order to retaimamed executive officers or reward extraordirgdforts or achievements.

Personal Benefits and PerquisiteCertain of our named executive officers aretketito additional personal benefits in accordanith what we believ
to be customary practice and law in Israel, inglgdcontributions towards pension and vocationadlissifunds, annual recreational allowances, a compar, i
daily food allowance and a company phone. We belteese benefits are commonly provided to exeestin Israel, and we therefore believe that itesassary fc
us to provide these benefits in order to attradtrtain superior management personnel.

Cash Bonus. Historically, we have never paid cash bonuses tesacutives; however, our consultancy agreemeittsMr. Paz and Dr. Holzer provid
for cash bonuses to be paid at the discretion ofboard of directors in an amount not less thaeehnonths’salary, and we believe that their new employr
agreements will also provide for the payment ofiscrétionary cash bonus. We believe that cash d@ayments are an appropriate means to rewardisan
achievement and contribution to us by an execuiffieer, especially for officers that already hdignificant equity positions in our company. THere, for 201.
and going forward, cash bonuses may become a ngmiicant component of our compensation policy éxecutive officers. We intend to consider the antai
cash bonus that each of our named executive offisleould be entitled to receive at the end of #&r yn connection with our annual compensationengyiaking
into account each executigetotal compensation package, the recommendatibasracompensation consultant, and any more foragh we obtain regarding 1
compensation levels of similarly situated execiwgiviéVe will also consider in connection with sueview whether to designate certain financial orrapena
metrics or other objective or subjective critenaletermining the final amounts of such awards.

Compensation of Named Executive Officers

Compensation of Chief Executive Officen 2011, Mr. Pax total compensation was $247,039, as compare®18,$60 in total compensation
2010. Mr. Paz’s total compensation was comprisedi)ofalary payments under his employment agreemsetiit us, (ii) consulting fees paid pursuaot the
consultancy agreement InspireMD Ltd. entered intih Wi.S. Paz Management and Investment Ltd., antyentiolly-owned by Mr. Paz, through which Mr. Paz
retained to serve as InspireMD Llchief executive officer from April 1, 2011 thrdu§lovember 30, 2011, (iii) salary payments madénduDecember 2011, a
(iv) benefits and perquisites, as more fully disatgsbelow. In 2011, Mr. Pazsalary compensation was $42,425 under his em@oyagreement, $122,970 un
the consultancy agreement with A.S. Paz Managenrehirevestment Ltd and $15,371 as an employee ireéer 2011, for a total of $180,766, as compar
$89,197 under his employment agreement and $78,48dr a consultancy agreement that was in efféat fir his employment agreement, for a total of 3688, ir
2010. In determining the compensation for Mr. Ra2011, our board of directors evaluated the caoand organizational accomplishments of our @wpr
2010, as well as Mr. Paz’s individual accomplishteerMr. Pazs 2011 compensation was also increased in anticipat our company becoming a publicly tra
company in the U.S. and the additional obligatitiva would entail for our chief executive officeMr. Pazs compensation package for 2011 was determinedd
our share exchange transactions on March 31, 20hé&n InspireMD Ltd. was a private Israeli compaifry.accordance with Israeli law, his compensatiors
submitted to and approved by the stockholders gifiteMD Ltd. on February 28, 2011.
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Mr. Paz also received various benefits as both alaried employee and our consultant, many of whitter are required by Israeli law or we believe
customarily provided to Israeli executives. Thésmefits included contributions to his pension awodational studies funds, an annual recreation &g
company car, a cell-phone and a daily food allowarin 2011, Mr. Pa®' benefits compensation through payments madentoasi an employee and throi
payments made to A.S. Paz Management and Investm@ntas $66,273, as compared to $51,472 in 2@ board of directors determined that equity b
compensation would be inappropriate for Mr. Padigint of his current equity holdings in our company

Compensation of Chief Financial Officer, Secretang Treasurer. Mr. Shore was initially hired as our Vice Presitlef Business Development and \
promoted to his current position on March 31, 20012011, Mr. Shore total compensation was $419,433, as compare3d 62 in total compensation in 20
which represented compensation paid from the coroseraent of Mr. Shore’s employment on November 24,020Mr. Shores total compensation was comprise
salary payments under his employment agreementusitlan option grant under the InspireMD, Inc. 20MBRELLA Option Plan, as more fully discussed be|
and benefits and perquisites, as more fully disedidselow. In 2011, Mr. Shor®’annual salary was $118,333, as compared to $902P10. Pursuant to |
employment agreement with us, Mr. Sherahonthly salary was automatically increased dur@il, upon the consummation of our share exct
transactions. Upon Mr. Paz’'s recommendation, Mwr8's salary was further increased as of July 1, 204 arbadditional $838 per month on July 1, 2011
determining to make such additional increase, Mz Bonsidered the corporate and organizationalnaglishments of our company since Mr. Shore joinedhis
role in such accomplishments, his general perfom@ahis increased responsibilities as chief finalnofficer, the desire to ensure that his compénsas higt
enough to retain his services and the desire teerhakcompensation consistent with what we paytoother senior executives.

Mr. Shore also received various benefits, many oclwieither are required by Israeli law or we bedfieare customarily provided to Israeli executi
including contributions to his pension and vocatiostudies funds, an annual recreation paymentprapeny car, a company cell phone, and a daily
allowance. In 2011, Mr. Shore’s benefits compepsatias $35,280, as compared to $3,250 in 2010.

In addition, in February 2011, Mr. Shore was grdrdptions that currently represent the right toudirequp to 365,223 shares of our common stock
exercise price of $1.23 per share. This awardpeassof the initial package negotiated with Mr. 8@ connection with his hiring in November 20Ilhe numbe
of shares for which such award was exercisable thadexercise price were originally set forth in Mihores employment agreement and related to shat
InspireMD Ltd. The per share price was determinased on the price at which InspireMD Ltd. had mesently raised capital. The option was conventgd fhe
current number of shares at the current exercise phrough the share exchange transactions. ptiens vest on an annual basis over three yedns. options he
a fair market value of $260,554 as of February2®@4,1. In determining to grant Mr. Shore a significportion of his compensation in the form of opspour boar
of directors believed that it was important to gMe Shore an equity interest in us. Providing Bhore with an equity stake was viewed by our baardnportan
as Mr. Shore previously did not hold any such stakes, as opposed to Mr. Paz and Dr. Holzer. elieignining the number of shares to award to Mrr&hidr. Pa
and our board of directors considered the needduigle Mr. Shore with a compensation package thes sufficient to attract him to accept employmeithws
given that his base salary was believed to beivelgtlow for his position, and the desire to pm®iMr. Shore with an equity position in our compahgt wa
significant enough to align his objectives with gkoof our stockholders and allow Mr. Shore to sliareur future financial growth and the benefitstioé shar
exchange and our becoming a U.S. public company.
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Also, in May 2011, Mr. Shore was awarded a wartarpurchase 3,000 shares of our common stock axartise price of $1.80 per share as a k
payment for his work performed in connection witlr share exchange transactions. The warrant Had enarket value of $5,266 and vested immediatdliie
award was given in recognition of Mr. Shore’s extdaoary efforts related to our private placemeahsaction on March 31, 2011.

Compensation of President.In 2011, Dr. Holzes total compensation was $245,406, as compared 2@0,%92 in total compensation
2010. Dr. Holzer’s total compensation was comprisé (i) salary payments under his employment agere with us, (ii) consulting fees paid pursuémtthe
consultancy agreement InspireMD Ltd. entered inth v@SHIL, The Israeli Society Ltd., an entity whetwned by Dr. Holzer , through which Dr. Holzegas
retained to serve as InspireMD L&l president from April 1, 2011 through November 2011, (iii) salary payments made during Deceml®dr12 and (iv) benefi
and perquisites, as more fully discussed below2dhl, Dr. Holzer’s salary compensation was $42,d88er his employment agreement, $122,97@der th
consultancy agreement with OSHIL, The Israeli Stycigd., and $15,371 as an employee in Decembet 2f@t a total of $180,766, as compared to $89119de
his employment agreement and $74,791 under a dansyl agreement that was in effect prior to his legtpent agreement, for a total of $163,988, in 20h
determining the compensation for Dr. Holzer in 20ddr board of directors evaluated the corporate@aganizational accomplishments of our compang0h0, a
well as Dr. Holzess individual accomplishments and contributions to accomplishments. Our board of directors deteeahithat an increase in compensatiol
Dr. Holzer was appropriate in 2011, in part, inigipation of our company becoming a U.S. publiclydied company in 2011 and the increased respaditisibitha
would result for our president. Dr. Holzertompensation package for 2011 was determinedebéfie share exchange transactions, when InspireMDwas i
private Israeli company. In accordance with Isrék, his compensation was submitted to and apadwy the stockholders of InspireMD Ltd. on Febru28
2011.

Dr. Holzer also received various benefits as bathsalaried employee and our consultant, many ofhvaither are required by Israeli law or we bet
are customarily provided to Israeli executives.e3é benefits included contributions to his pensiod vocational studies funds, an annual recregtayment,
company car and cell phone, and a daily food altfmealn 2011, Dr. Holzes benefits compensation through payments madentoakian employee and throi
payments made to OSHIL, The Israeli Society Mds $64,640, as compared to $45,604 in 2010. Oardbof directors determined that equity based eorsatiol
would be inappropriate for Dr. Holzer, in lightlaiE current equity holdings in our company.

Compensation of Senior Vice President of Researuh @evelopment and Chief Technical Officer of IreddD Ltd. In 2011, Mr. Bar$ tota
compensation was $350,394, as compared to $942688al compensation in 2010. Mr. Bartotal compensation was comprised of salary pasnender hi
employment agreement with us, option grants urntietrispireMD, Inc. 2011 UMBRELLA Option Plan, as mdully discussed belovgnd benefits and perquisit
as more fully discussed below. In 2011, Mr. Baahnual salary was $122,760, as compared to $91n68010. In determining the compensation for Mar B
2011, Mr. Paz evaluated the corporate and orgaoimdtaccomplishments of our company in 2010, paldirly with respect to the development of our praid, a
well as Mr. Bar’s individual achievements and ciimitions to such accomplishments. Mr. Baricrease in salary during 2011 reflected hisiigamt contribution
to our success in 2010, and our desire to retamduing forward. His 2011 salary was increasethéolevel it had been in August 2008, prior to saleduction
throughout the company.

Mr. Bar also received various benefits, many of Wwhéither are required by Israeli law or we beli@re customarily provided to Israeli executi
including contributions to his pension and vocatiostudies funds, an annual recreation paymentprapeny car, a company cell phone, and a daily
allowance. In 2011, Mr. Bar's benefits compensati@s $42,459, as compared to $32,496, in 2010.

In addition, in June 2011, Mr. Bar was awardedapito acquire up to 200,000 shares of common stbek exercise price of $2.75 per share as a
payment for his significant contributions to oungaany. In determining to make such award, Mr. &asidered Mr. Bas continued exemplary performance
contributions to the clinical development of ouoguct and the desire to continue to retain hisisesvand keep his compensation consistent with whgtay to ot
other senior executives. We determined that grgriir. Bar more of an equity interest would furtiveerease his opportunity to share in our futuraficial succe:
and align his objectives with those of our stockleos. The options vest on an annual basis ovaea year period. The options had a fair markktevaf $268,38
as of June 1, 2011. The exercise price was therfaiket value of our common stock on the daterahg In August 2011, we cancelled these optiorsraissue
an option to purchase 200,000 shares of commok stoan exercise price of $1.93 because our bdaddectors determined that the $2.75 exercisespnias too fe
out of the money to achieve the compensatory acehitive purposes of the options. The exerciseepsfche new option was the fair market value af cammot
stock on the date of grantThe fair value of the 200,000 options as of Au@ist2011 was $185,175.
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Mr. Bar also received two option awards in July 20T@e first award currently represents the righatquire up to 608,707 shares of our common st
an exercise price of $0.001 per share. The nurmabshares for which such award was exercisabletla@dxercise price originally related to sharesngpireMC
Ltd. The per share price was set at $0.01 pereshBine option was converted into the current nuntdfeshares at the current exercise price throlnghshar
exchange transactions. The second award curregplsesents the right to acquire up to 81,161 shafesur common stock at an exercise price of $Ipaf
share. The number of shares for which such awasiexercisable and the exercise price also originelated to shares of InspireMD Ltd. The perrshgrice wa
determined based on the price at which InspireM& bad most recently raised capital. The optios w@nverted into the current number of sharesetthren
exercise price through the share exchange transactiBoth awards were made in recognition of Mar'8 contributions to our corporate and organizati
achievements. The first award was related to Mar’Bperformance over the lorigrm of his tenure with us and to our desire tagMr. Bar an equity stake tt
would not be at risk. In particular, in determigiito make this award, the board of directors tauk account the fact that, from September 2008pal 2009, Mr
Bar accepted several salary reductions, which teduh his monthly salary being reduced from appnately $10,133 to approximately $7,387. Mr. Basalar
remained approximately $7,387 per month until Au@@d0, at which time his monthly salary was inesezato $8,000. Furthermore, our board of direaiexsder
that recognizing Mr. Bas efforts and sacrifices through an equity award & most appropriate form of compensation, agiild also serve to give Mr. Bar
additional equity interest in us. Providing Mr.rBeith an increased equity stake was viewed bybmard as important, as Mr. Baréxisting options were deeme
very small stake in comparison to that held by Riaz and Dr. Holzer. The second award was inteageal more traditional annual incentive award artatere
primarily to Mr. Bars performance in 2010 and our desire to grant Mr.tBalitional options whose value would fluctuatpdnding on the performance of
common stock. Both option awards vest owelfth quarterly commencing with the quarter inigththey were granted. The first award had arf@rket value ¢
$750,000 as of July 25, 2010. The second awardtait market value of $68,509 as of July 31, 2010

Compensation of Vice President of Sales of InspelMd. In 2011, Ms. Pas total compensation was $782,016, as compared7¢6@3 in tote
compensation in 2010. Ms. Paz’s total compensatias comprised of (i) payments for consulting feeder aconsultancy agreement InspireMD Ltd. entered
with Ms. Paz which terminated on March 31, 2011 pravided for the payment of a fixed hourly consdtifee of $45 for services provided in Israel arfikad
daily consulting fee of $400 for services providrdside of Israel, and (ii) payments for consultfegs under aonsultancy agreement InspireMD Ltd. entered
with Sara Paz Management and Marketing Ltd, anyewtitolly-owned by Ms. Paz, through which Ms. Pazwetained to serve as InspireMD L#lvice presidel
of sales as of April 1, 2011, (iii) an option gramtder the InspireMD, Inc. 2011 UMBRELLA Option PJaas more fully discussed below, and (bgnefits an
perquisites, as more fully discussed below . Msz'$¥ payments under her consultancy agreemeate $112,136 in 2011 as compared to $77,603 i9.201
determining the compensation for Ms. Paz in 2011, Raz evaluated the corporate and organizatioct@ieeements of our company in 2010, with a parér
emphasis on our sales growth, to which Ms. Paz'&kwontributed, her contributions and perceivedifetpotential on a fullime basis and the compensation pa
similarly situated executives within our companBr. Holzer and Mr. Shore approved Mr. Paz’s deteatiam with respect to Ms. Paz’s compensation.

In conjunction with InspireMD Ltd. entering intoglconsultancy agreement wiara Paz Management and Marketing Ltd, we commepagitig Ms
Paz the benefits required by Israeli law and cowplarbenefits to our other executives. As suchsyant to the consultancy agreement, in 2011, Ms.rBceive
various benefits, including contributions to hengien and vocational studies funds, an annual a¢iore payment, a company car, a company cell phame:a dail
food allowance. In 2011, Ms. Paz’s benefits conspéipn was $30,473.

In addition, in recognition of Ms. Pagztontributions to our corporate and organizati@widievements in 2010, particularly with respecthi® increase
sales of our products, in June 2011, our boardrettbrs awarded Ms. Paz options to acquire up 5235 shares of common stock at an exercise pfi$&.60 pe
share. The options vest on a monthly basis otlere year period. The options had a fair markéier of $639,407 as of June 1, 2011. The amoustdetermine
with reference to the award made to Mr. Shore du@lf11, for an approximately equal number of shaiid®e exercise price was the fair market valueour
common stock on the date of grant. We did not ickemnghe BlackScholes valuation of the grant prior to makingWe did take into account the desire to pro
Ms. Paz with an equity position in our company, satgafrom that of her husband, that would furtHegmeher objectives with those of our stockholdansl allow he
to share in our future financial growth.
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Impact of Tax Laws

Deductibility of Executive CompensatiorGenerally, under U.S. law, a company may not dedompensation of more than $1,000,000 that id fzaar
individual employed by the company who, on the et of the taxable year, either is the compsamyincipal executive officer or an individual wimamong th
three highest compensated officers for the taxgblr (other than the principal executive officertloe principal financial officer). The $1,000,00fitation or
deductions does not apply to certain types of carsaton, including qualified performanbased compensation, and only applies to compensat by .
publicly-traded corporation (and not compensatiaid gy noneorporate entities). Because the compensationatediin the U.S. for each individual to whom
rule applies has historically been less than $1@@per year, we do not believe that the $1,0@ldditation will affect us in the near futurelf the deductibility o
executive compensation becomes a significant issurecompensation plans and policies may be matlitfienaximize deductibility if our board of direesoand w
determine that such action is in our best interests

Impact of Israeli Tax Law The awards granted to employees pursuant tadBet02 of the Tax Ordinance under tihepireMD, Inc. 2011 UMBRELL/
Option Plan may be designated by us as approvedngpinder the capital gains alternative, or as@pga options under the ordinary income tax altévea

To qualify for the capital gains alternative, carteequirements must be met, including registrabbthe options in the name of a trustee. Eachoaptint
any shares of common stock acquired upon the eseecdithe option, must be held by the trustee fper@od commencing on the date of grant and depsittrus
with the trustee and ending 24 months thereafter.

Under the terms of the capital gains alternative,may not deduct expenses pertaining to the optarsx purposes.

Under the InspireMD, Inc. 2011 UMBRELLA Option Plarwe may also grant to employees options pursuargetction 102(b)(3) of the Israeli 1
Ordinance that are not required to be held in thyst trustee. This alternative, while facilitatimgmediate exercise of vested options and saldefunderlyin
shares, will subject the optionee to the marginabme tax rate of up to 45% as well as paymentisetd\National Insurance Institute and health taxhendate of th
sale of the shares or options. Under the InspireMb, 2011 UMBRELLA Option Plan , we may also gramnonemployees options pursuant to Section 3(I) o
Israeli Tax Ordinance. Under that section, the imedax on the benefit arising to the optionee ughenexercise of options and the issuance of comstaek is
generally due at the time of exercise of the option

Allotment of these options may be subject to teohthe tax ruling that has been obtained by Indpideltd. from the Israeli tax authorities accordita
Section 103 of the Israeli tax ordinance, with rega the share exchange. According to the taxyliag, the exchange of shares and options of te8fD Ltd. for
shares and options of our company pursuant toltheesexchange will not result in an immediate teeng for InspireMD Ltd.$s former shareholders, but a defe
tax event, subject to certain conditions as stigdlan the tax pre-ruling. The main condition bé ttax preruling is a restriction on the exchanged sharesvio
years from December 31, 2010 for shareholders hgldier of 5%.
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Termination Payments

Our agreements with Messrs. Paz, Bar and ShoreH8lzer and Ms. Paz and Israeli law provide for papts and other compensation in the eve
termination under certain circumstances, as motly fdescribed under “Executive CompensationPetential Payments Upon Termination or Chang
Control.” These provisions are comprised of (i) notice periofivarying length prior to a termination withaatuse (180 days for Mr. Paz and Dr. Holzer, 30 dz
general and 180 days following certain change imtrob events for Mr. Shore, 60 days for Mr. Bar @@days for Ms. Paz), (ii) severance paymentegsired b
Israeli law, (iii) vesting of Mr. Shore’s, optiongan his termination in connection with a changeaftrol and (iv) vesting of Mr. Shore’s, Mr. Bar's&aMs. Paz
options automatically upon a change of controlu€ts stock options are not assumed or substitutethbysurviving company. We believe that havingst
provisions in our agreements with our officers desltwur officers to focus solely on the performan€¢heir jobs by providing them with security ihet event ¢
certain terminations of employment. With respecthe notice provisions, we believe that these idewus with a mechanism to ensure a successfugitiam if we
have to replace one of our named executive officersaddition, we have provided these benefit®uo officers because we believe it is necessarydt@ntior
purposes, to attract well qualified and talentedcetives and, in the case of severance paymentsnply with Israeli law. In exchange for thesetpctions, oL
officers have agreed to be bound by certain résteicovenants, including confidentiality, non-costiion and non-solicitation provisions.

Risk Considerations in our Compensation Prograi

Our compensation committee believes that risksrgrisom our policies and practices for compengagmployees are not reasonably likely to have ariz
adverse effect on us and do not encourage riskdekiat is reasonably likely to have a materialeade effect on us .Our compensation committee believes tha
structure of our executive compensation progranigatiés risks by avoiding any named executive offigecing undue emphasis on any particular perfoce
metric at the expense of other aspects of our basin

2011, 2010 and 2009 Summary Compensation Table

The table below sets forth, for our last threedigears, the compensation earned by Ofir Paz¢loef executive officer, Craig Shore, our chiefdiircial
officer, secretary and treasurer, Asher Holzer,pyesident and former chairman of the board, Eli BespireMD Ltd.’s senior vice president of resgaand
development and chief technical officer, Sara RepireMD Ltd.’s vice president of sales, and LyBniggs, our former president, chief executive ddficchief
financial officer, secretary and treasurer.

All Other
Salary Bonus Option Compensation Total
Name and Principal Position Year %)) ®)@) Awards($)(2) %)) ®)Q)

Ofir Paz(3)

Chief Executive Office 2011 57,796 - - 189,243(4; 247,039
2010 89,197 - - 129,963(4, 219,160
2009 76,524 - - 129,909(4, 206,433

Craig Shore

Chief Financial Officer, Secretary and

Treasurer 2011 118,333 - 260,554 40,546(5) 419,433
2010 9,912 - - 3,250(5) 13,162(6)

Asher Holzer(3)

President and Former Chairme 2011 57,796 - - 187,610(7; 245,406
2010 89,197 - - 120,395(7, 209,592
2009 73,526 - - 109,054(7; 182,580

Eli Bar

Senior Vice President, Research and

Development and Chief Technical Office

InspireMD Ltd. 2011 122,76C - 185,175(8; 42,459(9) 350,394
2010 91,684 - 818,50¢ 32,496(9) 942,689
2009 86,971 - - 38,585(9) 125,556

Sara Pa:

Vice President of Sales of InspireMD L 2011 - - 639,407 142,609(10 782,016
2010 - - - 77,603(10] 77,603
2009 - - - 59,197(10; 59,197

Lynn Briggs(11)

Former President, CEO, CFO, Secret:

and Treasure 2011 - - - - -
2010 - - - - -
2009 - - - - -
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@)

@)

(©)
4)

®)

(6)

@)

Compensation amounts received in non-U.Seouay have been converted into U.S. dollars usiagtrerage exchange rate for the applicable yelae. T
average exchange rate for 2011 was 3.5781 NISqgier dthe average exchange rate for 2010 was 8.R83 per dollar and the average exchange rate for
2009 was 3.9326 NIS per dollar.

The amounts in this column reflect the dollar amsuwacognized for financial statement reportingopses with respect to the years ended Decemb&0889,
2010 and 2011, in accordance with FASB ASC Top#. Fhair value is based on the Black-Scholes opdraring model using the fair value of the undertyin
shares at the measurement date. For additionalsdism of the valuation assumptions used in detengistock-based compensation and the grant date fa
value for stock options, see “Management’s Discusaind Analysis of Financial Condition and Resuft®peration — Critical Accounting Policies—Share-
Based Compensation” and Note 2—"“Significant AccounPolicies” and Note 11—“Share-Based Compensatbthe Notes to the Consolidated Financial
Statements for Two Years Ended December 31, 20dWNate 7—Fair Value Measurement” of the Notes ®w@ondensed Consolidated Financial Statements
for the Nine months ended September 30, 2011 iedunkrein.

Both Mr. Paz and Dr. Holzer are directors doitnot receive any additional compensation forrtheivices as directors.

Mr. Paz’s other compensation consisted of $67j6 consulting salary and $72,297 in benefit2009, $78,491 in consulting salary and $51,47 2eineffits in
2010 and $122,970 in consulting salary and $66i2 B@&nefits in 2011. In each of 2009, 2010 and1204r. Paz’s benefits included our contributionite
severance, pension, vocational studies and digahilids, an annual recreation payment, a companwrmd cell phone, and a daily food allowance20hl,
the car-related benefits for Mr. Paz were valuedl#t473, which was comprised of aggregate paynwdr$$9,992 towards a car and related expenses for
approximately nine months of the year, and theafisecompany car for approximately three monththefyear, which was valued at $6,481, as computed b
the Israeli taxation authorities.

Mr. Shore¢'s other compensation consisted solely of benefiZ0il0 and consisted of a warrant award value®,26% and $35,280 in benefits in 2011. In ¢
of 2010 and 2011, Mr. Shore’s benefits included aamtributions to his severance, pension, vocatistugies and disability funds, an annual recreatio
payment, a company car and cell phone, and a fisly allowance.

Mr. Shore’s total compensation in 2010 représgamounts paid beginning on November 24, 20Hdé#te of the commencement of Mr. Shermploymer
with us.

Dr. Holzers other compensation consisted of $55,040 in ctingwalary and $54,014 in benefits in 2009, $74,iMconsulting salary and $45,604 in bene

in 2010 and $122,970 in consulting salary and $83j6 benefits in 2011. In each of 2009, 2010 20#i1, Dr. Holzer’s benefits included our contrilouis to
his severance, pension, vocational studies antititgunds, an annual recreation payment, a campzar and cell phone, and a daily food allowance.
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(8) OnJune 1, 2011, Mr. Bar was awarded optiorectuire up to 200,000 shares of common stoch akarcise price of $2.75 per share as a bonus gatyfor
his contributions to our company in 2010. The @psihad a fair market value of $268,381. In Au@xtl, we cancelled the option to purchase 200,000
shares of common stock that were awarded to MriBaune 2011 and reissued an option to purcha@®@0 shares of common stock at an exercise pfice o
$1.93 because our board of directors determinegdhieeb2.75 exercise price was too far out of tlhimey to achieve the compensatory and incentiveqsap
of the options. The new options had a fair mavieétie of $185,175.

(9) Mr. Bar's other compensation in 2009, 2010 2881 consisted solely of benefits, including ountcutions to his severance, pension, vocatiotaliss and
disability funds, an annual recreation paymenpmagany car and cell phone, and a daily food allmean

(10) Ms. Paz’s other compensation consisted of1%ERin consulting salary in 2009, $77,603 in cotisglsalary in 2010 and $112,136 in consulting ryadend
$30,473 in benefits, including our contributionshier severance, pension, vocational studies amditlty funds, an annual recreation payment, a camycar
and cell phone, and a daily food allowance, in 2011

(11) Ms. Briggs resigned as our sole officer and directaonnection with our share exchange transactonlarch 31, 2011. She received no compensatic
services, but was reimbursed for any-of-pocket expenses that she incurred on our be

2011 Grants of Plan-Based Awards

The following table sets forth information regamgligrants of plan-based awards to our named execafficers in 2011:

Option
Awards: Exercise or
Number of Base Price of Grant Date
Securities Option Fair Value of
Underlying Awards Options Option Awards
Name Grant Date #) ($/Sh) $)
Ofir Paz
Chief Executive Office - - - -
Craig Shore 2/27/201. 365,22: 1.2¢ 260,54«
Chief Financial Officer, Secretary and Treasu 5/20/201: 3,000(1 1.8C 5,26¢
Asher Holzer
President and Former Chairme - - - -
Eli Bar (2)
Senior Vice President, Research and DevelopmenCdief Technical Officer of 6/1/201: 200,00( 2.7¢ 268,38:
InspireMD Ltd. 8/31/201: 200,00( 1.9z 185,17!
Sara Paz
Vice President of Sales of InspireMD L 6/1/201: 365,22! 1.5C 639,40°

Lynn Briggs(3)
Former President, CEO, CFO, Secretary and Treas - - - -
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(1) On May 20, 2011, Mr. Shore was awarded a warraptitohase 3,000 shares of our common stock atentieg price of $1.80 per share as a bonus payfoe
his work performed in connection with our sharehare transactions. The warrant had a fair madlee of $5,266 and vested immediately. The awaasl
given in recognition of Mr. Sho's extraordinary efforts related to our private plaent transaction on March 31, 20

(2) OnJune 1, 2011, Mr. Bar was awarded optiorectjuire up to 200,000 shares of common stock akarcise price of $2.75 per share as a bonus gatyfor
his contributions to our company in 2010. The @msihad a fair market value of $268,381. In Au@@st1, we cancelled the option to purchase 200,086es
of common stock that were awarded to Mr. Bar ineJ2811 and reissued an option to purchase 200t@@s of common stock at an exercise price of $1.93
because our board of directors determined tha$2hig5 exercise price was too far out of the mowegchieve the compensatory and incentive purpdstae o
options. This resulted in a change in fair market value183175.

(3) Ms. Briggs resigned as our sole officer and directaonnection with our share exchange transactonslarch 31, 2011
Outstanding Equity Awards at Fiscal Year-End 2011

The following table shows information concerningxercised options outstanding as of December 3111 & each of our named executive
officers. There are no outstanding stock awairitls @ur named executive officers:

Number of securities Number of securities
underlying unexercised option:underlying unexercised option:
Name (#) exercisable (#) unexercisable Option exercise price ($, Option expiration date
Ofir Paz - - - -
Craig Shore 121,741 243,482 (1 1.23 2/27/2021
Asher Holzel - - - -
Eli Bar 243,481 - 0.001 10/28/201¢€
365,224 - 0.001 12/29/201€
304,353 304,354(2) 0.001 7/22/202C
40,581 40,580(2) 1.23 7/28/202C
- 200,000(3; 1.93 5/23/201€
Sara Pa: - 365,225(4, 1.50 6/1/2016
1) These options were granted in February 20tlvast annually commencing on November 23, 2011vasting on the next two anniversaries of that
date.
2) These options were granted in July 2010 arst @ee-twelfth quarterly commencing with the quaitewhich they were granted.
?3) These options were granted in August 2011 andarestally commencing on May 23, 2012 and vestinghemext two anniversaries of that de
4) These options were granted in June 2011 and vesi#p commencing on April 8, 2012 and vesting loa hext two anniversaries of that d¢

Option Exercises and Stock Vested
There were no stock options exercised by our naewedutive officers during 2011.
2011 UMBRELLA Option Plan
On March 28, 2011, our board of directors and dtotders adopted and approved the InspireMD, Inc120MBRELLA Option Plan, which was

subsequently amended on October 31, 2011. Unddn#ipireMD, Inc. 2011 UMBRELLA Option Plan, we haeserved 15,000,000 shares of our common sto
awards to the employees, consultants, and serviséders to InspireMD, Inc. and its subsidiariesl aiffiliates worldwide.
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The InspireMD, Inc. 2011 UMBRELLA Option Plan curtlynconsists of three components, the primary placument that governs all awards granted
under the InspireMD, Inc. 2011 UMBRELLA Option PJamd two appendices: (i) Appendix A, designatadte purpose of grants of stock options and restli
stock to Israeli employees, consultants, officers ather service providers and other non-U.S. eygals, consultants, and service providers, andgipendix B,
which is the 2011 U.S. Equity Incentive Plan, deaigd for the purpose of grants of stock optiortsrastricted stock awards to U.S. employees, ctarsis, and
service providers who are subject to the U.S. iredex.

Thepurpose of the InspireMD, Inc. 2011 UMBRELLA OptiBten is to provide an incentive to attract andine¢anployees, officers, consultants, direct
and service providers whose services are considetledble, to encourage a sense of proprietorsidp@stimulate an active interest of such persomsir
development and financial success. The InspireMb, 2011 UMBRELLA Option Plan is administered by sompensation committee. Unless terminated earlier
by the board of directors, the InspireMD, Inc. 2QMIBRELLA Option Plan will expire on March 27, 2021

Potential Payments Upon Termination or Change of Cuatrol

Our agreements with Messrs. Paz, Bar and Shord{@zer and Ms. Paz as well as Israeli law proviglegayments and other compensation in the eve
their termination or a change of control of us unthgtain circumstances, as described below.

Chief Executive Officer Pursuant to Mr. Paz’s consultancy agreement aedanticipate, our new employment agreement WithPaz,we possess tl
right to terminate his employment without “causa$ 6uch term is defined in the agreement) upogaat [L80 days prior notice to Mr. Paz. During suatice perioc
we will continue to compensate Mr. Paz accordinghi® agreement and Mr. Paz will be obligated to oot to discharge and perform all of his duties
obligations under the agreement, and to cooperateus and use his best efforts to assist withitbegration of any persons that we have delegatessume M
Paz’'s responsibilities. We believe that this agement will assist us in achieving a successfulsiteon upon Mr. Pas departure. Mr. Paz is entitled to termii
his employment with us in the event that we dofodill our undertakings under our agreement, uporeast 30 days prior notice to us, during whioletwe ma
cure the breach. During such notice period, wéamihtinue to compensate Mr. Paz according to hisexgent and Mr. Paz will be obligated to contimudischarg
and perform all of his duties and obligations unttieragreement.

If Mr. Paz’s employment is terminated for any reason othen floa cause, as a senior executive under Israeli ke will also be entitled to severa
payments equal to the total amount that has beastfrilgoted to and accumulated in his severance payiugd. The total amount accumulated in his sewe
payment fund as of December 31, 2011 was $1,198qjasted for conversion from New Israeli Shekel§/tS. Dollars.

We are entitled to terminate Mr. Paz’s employmemnidiately at any time for “causedq such term is defined in the agreement and thelisSeveranc
Payment Act 1963), upon which, after meeting cartaguirements under the applicable law and relseaeli Labor court requirements, we believe we tdlve nc
further obligation to compensate Mr. Paz and Mr. Wéiznot be entitled to the amount that has beemtiibuted to and accumulated in his severance payifund.

Also, upon termination of Mr. Paz’s employment &mry reason, we will compensate him for all unusachtion days accrued.

Chief Financial Officer, Secretary and TreasureBubject to certain conditions, either party to employment agreement with Mr. Shore may terneirtiad
employment agreement without “cause” (as such ferdefined in Mr. Shora’ employment agreement with us) upon at least $8 geor notice to the other pa
or, in the event of a major change of control imte of the ownership of shares of our common stckur intellectual property, upon at least 180 dayiol
notice. During such notice period, we will con#nto compensate Mr. Shore according to his employmgmeement and Mr. Shore will be obligated to mw# tc
discharge and perform all of his duties and obiayest under his employment agreement, and to cotpeiith us and use his best efforts to assist thighintegratio
of any persons that we have delegated to assum8Hdres responsibilities. We believe that this arrangetméth Mr. Shore will assist us in achieving a sessfu
transition upon Mr. Shore’s departure. In additiaipon termination without “causeye have the right to pay Mr. Shore a lump paymemresenting h
compensation for the notice period and terminateSfore’s employment immediately.
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If we terminate Mr. Shore’s employment without oaullr. Shore will be entitled, under Israeli law,geverance payments equal to his last mergalar
multiplied by the number of years Mr. Shore has bemployed with us. In order to finance this obliga, we make monthly contributions equal to 8.38/Mr.
Shore’s salary to a severance payment fund. Tlaédmount accumulated in Mr. Shaseeverance payment fund as of December 31, 20858474, as adjust
for conversion from New Israeli Shekels to U.S. IBiid. However, if Mr. Shore’ employment is terminated without cause, on adcofia disability or upon h
death, as of December 31, 2011, Mr. Shore woule: teen entitled to receive $10,967 in severancersdaeli law, thereby requiring us to pay Mr. SheR,49:
in addition to releasing the $8,474 in Mr. Sherséverance payment fund. On the other hand, goir$o his employment agreement, Mr. Shore is edittib the tot:
amount contributed to and accumulated in his sewergpayment fund in the event of the terminatiomisfemployment as a result of his voluntary reafgm. Ir
addition, Mr. Shore would be entitled to receive hill severance payment under Israeli law, incigdihe total amount contributed to and accumulatetis
severance payment fund, if he retires from our caomyat or after age 67.

We are entitled to terminate Mr. Shore’s employniemhediately at any time for “causedq such term is defined in the agreement and theliSeveranc
Payment Act 1963), upon which, after meeting cartaguirements under the applicable law and relseaéli Labor court requirements, we believe we tdlve nc
further obligation to compensate Mr. Shore.

In addition, pursuant to Mr. Shoseeémployment agreement, in the event of a changerdfol of our company, the majority of share®of common stoc
or our intellectual property that results in thentanation of Mr. Shores employment within one year of such change ofrobrthe stock options granted to Mr. Sk
in accordance with the terms of his employment @gent that were unvested will vest immediately upach termination. Furthermore, pursuant to terorgaine:
in Mr. Shores stock option award agreement, in the event dfamge of control of our company, the stock optigremted to Mr. Shore that were unvested will
immediately upon such change of control if sucltlstoptions are not assumed or substituted by thévéng company.

Also, upon termination of Mr. Shore’s employment &my reason, we will compensate him for all unusachtion days accrued.

President. Pursuant to Dr. Holzer’'s consultancy agreenzemnt, we anticipate, our new employment agreemetft . Holzer,we possess the right
terminate his employment without “cause” (as swrntis defined in the agreement) upon at leastdB8@ prior notice to Dr. HolzerDuring such notice period, \
will continue to compensate Dr. Holzer accordinghte agreement and Dr. Holzeiill be obligated to continue to discharge and gerf all of his duties ar
obligations under the agreement, and to cooperdteus and use his best efforts to assist withitiegration of any persons that we have delegateassumeDr.
Holzer 's responsibilities. We believe that thisaagement will assist us in achieving a succedsamisition upon Dr. Holzers’ departure. Dr. Holzer is entitlec
terminate his employment with us in the event thatdo not fulfill our undertakings under our agresm upon at least 30 days prior notice to us,nduwhich time
we may cure the breach. During such notice pengal will continue to compensate Dr. Holzer accogdin his agreement and Dr. Holzer will be obligate
continue to discharge and perform all of his dutied obligations under the agreement.

If Dr. Holzer’'s employment is terminated for any reason othem fba cause, as a senior executive under Israeli fee will also be entitled to severa
payments equal to the total amount that has bestfrilsoted to and accumulated in his severance payiiumd. The total amount accumulated in his sewe
payment fund as of December 31, 2011 was $1,198qjasted for conversion from New Israeli Shekel§/tS. Dollars.

We are entitled to terminate Dr. Holzer's employtiemmediately at any time for “causedq such term is defined in the agreement and thelisSeveranc
Payment Act 1963), upon which, after meeting cartaguirements under the applicable law and relseaeli Labor court requirements, we believe we tdlve nc
further obligation to compensate Dr. Holzer &rd Holzer will not be entitled to the amount thets been contributed to and accumulated in hisraege payme!
fund.
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Also, upon termination of Dr. Holzer's employmeat &iny reason, we will compensate him for all uduggcation days accrued.

Senior Vice President of Research and DevelopmedtGhief Technical Officer of InspireMD LtdSubject to certain conditions, either party to
employment agreement with Mr. Bar may terminateetimployment agreement without “cause” (as such terdefined in Mr. Bais employment agreement with
upon at least 60 days prior written notice to thieeo party. During such notice period, we will tone to compensate Mr. Bar according to his empiey
agreement and Mr. Bar will be obligated to contitméischarge and perform all of his duties andgaliions under his employment agreement, and tpeade witl
us and use his best efforts to assist with thegiateon of any persons that we have delegated sonas Mr. Bars responsibilities. We believe that our sever
arrangement with Mr. Bar will assist us in achigyim successful transition upon Mr. Bar's departureaddition, upon termination without “causeyé have th
right to pay Mr. Bar a lump payment representirggdompensation for the notice period and termiNateBar’'s employment immediately.

If Mr. Bar's employment is terminated without caus. Bar will also be entitled under Israeli law $everance payments equal to his last merghlar
multiplied by the number of years Mr. Bar has beemployed with us. In order to finance this obligaf we make monthly contributions equal to 8.33%Mo. Bar’s
salary each month to a severance payment fund.tofakkamount accumulated in his severance payfuedtas of December 31, 2011 was $57,870, as adjds!
conversion from New Israeli Shekels to U.S. Dollafowever, if Mr. Bars employment was terminated without cause, on attamfua disability or upon his dea
as of December 31, 2011, Mr. Bar would be entitledetceive $65,278 in severance under Israeli laereby requiring us to pay Mr. Bar $7,408, in additic
releasing the $57,870 in his severance payment fuimdddition, Mr. Bar would be entitled to receikis full severance payment under Israeli lawiuidiag the tote
amount contributed to and accumulated in his sener@ayment fund, if he retires from our compangradfter age 67.

We are entitled to terminate Mr. Bar's employmentriediately at any time for “causedq such term is defined in the agreement and thelisSeveranc
Payment Act 1963), upon which, after meeting certaguirements under the applicable law and relseaéli Labor court requirements, we believe we hdive n
further obligation to compensate Mr. Bar.

In addition, pursuant to terms contained in Mr.’Bastock option award agreement, in the event dfamge of control of our company, the stock opt

granted to Mr. Bar that were unvested will vest igdiately upon such change of control if such stopkions are not assumed or substituted by the \sng
company. Also, upon termination of Mr. Bar's empteent for any reason, we will compensate him fbualsed vacation days accrued.
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Vice President of Sales of InspireMD Lt8ubject to certain conditions, either party to comsultancy agreement with Ms. Paz may terminaeagreemel
without “cause” &s such term is defined in her consultancy agreBropon at least 30 days prior written notice te thher party. During such notice period, we
continue to compensate Ms. Paz according to hesuttamcy agreement and Ms. Paz will be obligatedaiotinue to discharge and perform all of her dutec
obligations under her consultancy agreement, armbdperate with us and use her best efforts tstaagh the integration of any persons that we hdelegated 1
assume Ms. Paz’s responsibilities. We believe thatseverance arrangement with Ms. Paz will assisin achieving a successful transition upon Mg'Pa
departure. Ms. Paz is entitled to terminate hepleyment with us in the event that we do not fublilir undertakings under our agreement, upon at B&days pric
notice to us, during which time we may cure theabhe During such notice period, we will continoecompensate Ms. Paz according to her agreemenlanBa:
will be obligated to continue to discharge and gerf all of his duties and obligations under thecagnent.

In addition, pursuant to terms contained in Ms.’Ba&tock option award agreement, in the event dfamge of control of our company, the stock opt
granted to Ms. Paz that were unvested will vest éaieitely upon such change of control if such stopkons are not assumed or substituted by the \sng

company.

We are entitled to terminate Ms. Pe@mployment immediately at any time for any reasgon which we believe we will have no furtherightion tc
compensate Ms. Paz under her consultancy agreemksmaeli law, except as provided above.

The following tables show, as of December 31, 2@biential payments to our named executive offiéersarious scenarios involving a resignation,
termination, change of control, retirement, deatHisability, using, where applicable, the closprice of our common stock of $2.18 (as reportedhenOTC
Bulletin Board as of December 30, 2011). Compeéosamounts to be paid in non-U.S. currency haentmnverted into U.S. dollars using 3.821 NISdmlar,
which was the exchange rate as of December 31,.2011

Termination
Not for
Voluntary Cause in
Resignatior Connection
Upon Termination with a Change of
Breach By Voluntary Termination Not for Change of Control (No
Type of Event Us Resignatior for Cause Cause Death Disability Control Termination)
Ofir Paz
Employment agreement
payments $ 20,62FD) $ 123,75 — $ 123,75 — — $ 123,75 —
Severance paymer®) $ 1,19¢ $ 1,19¢ — $ 1,19¢ $ 1,19¢ $ 1,19¢ $ 1,19¢ —
Accrued vacation payments
@) $ 5633 $ 5633 $ 56,33t $ 56,33¢ $ 56,33¢ $ 56,33 $ 56,33¢ —
Value of accelerated
options — — — — — — — —
Craig Shore
Employment agreement
payments $ 12,710 $ 12,716 — 3 12,714) — — 3 76,3142 —
Severance paymer $ 8,47/8) $ 8,4746) — 10,961 $ 10,960 $ 10,961M $ 10,961 —
Accrued vacation paymen
@) $ 7498 $ 749 3% 7,498 $ 749 % 7,49 % 7498 % 7,49t —
Value of accelerated
options — — — — — $231,307.9® $ 231,307.9O)
Asher Holzer
Employment agreement
payments $ 20,89D $ 125,37(@ — $ 125,37 — — $ 125,37 —
Severance paymer®) $ 1,19¢  $ 1,19¢ — $ 1,19¢ $ 1,19¢ $ 1,19¢ $ 1,19¢ —
Accrued vacation payments
@) $ 51022 $ 51020 $ 51,02: $ 51,022 $ 51,02z $ 51,02 $ 51,02: —
Value of accelerated
options — — — — — — — —
Eli Bar
Employment agreement
payments $ 25,6740¢ 2567410 — 3 25,67410) — — 3 25,67410) —
Severance paymer — — — $ 65,27¢0 $  6527¢N $  6527(N $ 65,2747 —
Accrued vacation paymen
@) $ 36720 $ 36,72( $ 36,72( $ 36,72 $ 36,72( $ 36,72( $ 36,72( —
Value of accelerated
options — — — — — $ 751,731 $ 751,731
Sara Paz
Consultancy agreement
payments $ 13,85 $ 13,8509 — 3 13,8549 — — % 13,8509 —
Severance paymer — — — — — — — —
Accrued vacation paymen — — — — — — — —
Value of accelerated
options — — — — — — $ 2483504 % 248,3514)
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(1) Represents total compensation for 30 days, durimghwe are permitted to cure our breach of theagent. During such notice period, we will contirta
compensate the officer according to his agreenmmhtize officer will be obligated to continue toahsrge and perform all of his duties and obligatiander the
agreement. The officer would also have the optiboterminate his employment voluntarily and remaith us for 180 days, during which time we will ¢owe to
compensate the officer according to his agreemenhttze officer will be obligated to continue toatigrge and perform all of his duties and obligationder the
agreement.

@R epresents total compensation for 180 days, duvhigh time we will continue to compensate theasfiaccording to his agreement and the officer lvll
obligated to continue to discharge and perfornofaliis duties and obligations under the agreement.

() Represents the total amount that has been corgdlatand accumulated in his severance payment fund
@) Pursuant to Israeli law, the value of a vacatiopidaequal to gross salary divided by 22 workingsiger month.

() Represents total compensation for 30 days, durinighwtime we will continue to compensate the offiaecording to his or her agreement and the offidébe
obligated to continue to discharge and perfornofaliis or her duties and obligations under the exgrent.

®) Represents the total amount that has been corgdtiatand accumulated in his severance payment fare paid pursuant to his employment agreement.

(") Represents the total amount to be paid under Ideaein the event of termination not for causdcukated based upon the officemnonthly salary as of Decemt
30, 2011, multiplied by his years of employmenthais.

(8) Represents the vesting of options to purchase 823%Kares of our common stock, multiplied by tHéedénce between the exercise price of $1.23 aedlsing
price of our common stock of $2.18 (as reportethenOTC Bulletin Board as of December 30, 2011)ctvishall occur upon termination of Mr. Shore’s
employment within one year of a change of control.

©) Assumes that such stock options are not assumsabstituted by the surviving company and represiietyesting of options to purchase 243,482 shafrear
common stock, multiplied by the difference betwéemexercise price of $1.23 and the closing prfaeuo common stock of $2.18 (as reported on the GUlletin
Board as of December 30, 2011).

(10) Represents total compensation for 60 days, durinighwtime we will continue to compensate the offiaecording to his agreement and the officer well b
obligated to continue to discharge and perfornofaliis duties and obligations under the agreement.

(1) Assumes that such stock options are not assumasbstituted by the surviving company and represtire sum of the vesting of options to purchast3&8
shares of our common stock, multiplied by the défee between the exercise price of $0.001 andltistng price of our common stock of $2.18 (as regggbon the
OTC Bulletin Board as of December 30, 2011), theting of options to purchase 40,580 shares of oomaon stock, multiplied by the difference betweles t
exercise price of $1.23 and the closing price afammmon stock of $2.18 and the vesting of optimngurchase 200,000 shares of our common stockipiedi by
the difference between the exercise price of $&r@8the closing price of our common stock of $2.18.

(12) Assumes that such stock options are not assumagbstituted by the surviving company and represtie vesting of options to purchase 365,225 shafreur

common stock, multiplied by the difference betwéemexercise price of $1.50 and the closing prfaeuo common stock of $2.18 (as reported on the GUlletin
Board as of December 30, 2011).
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Director Compensation

The following table shows information concerning tlirectors of InspireMD Ltd., other than Ofir Ram Asher Holzer, through March 31, 2011.

Fees Earned ol All Other Compensation
Paid in Cash Option Awards(1) %) Total
Name $) ($) $)
David Ivry(2) 4,269 - - 4,269
Robert Fischell(2 5,292 - - 5,292
Fellice Pelled (2 4,716 - - 4,716
Q) The amounts in this column reflect the dodlarounts recognized for financial statement repgpiarposes with respect to the year ended Dece&iher

2010, in accordance with FASB ASC Topic 718. Failue is based on the Black-Scholes option pricing@husing the fair value of the underlying
shares at the measurement date. For additionaldism of the valuation assumptions used in deténgistock-based compensation and the grant date

fair value for stock options, see “Management’s D&ston and Analysis of Financial Condition and Rssaf Operation — Critical Accounting

Policies—Share-Based Compensation” and Note 2—fifogimt Accounting Policies” and Note 11—*Share-Bd<Compensation” of the Notes to the
Consolidated Financial Statements for Two Yearserdecember 31, 2010 and Note 7—Fair Value Measeménof the Notes to the Condensed

Consolidated Financial Statements for the Nine imoenhded September 30, 2011 included herein.

2) Each of David Ivry, Robert Fischell and Fedlieelled resigned as directors of InspireMD, LtdMarch 31, 2011. Pursuant to the terms of the tbret
vested options, the vested options expired thiatyscafter the directors’ resignations. Howevergannection with their resignation, we granted Mrylv
and Mr. Pelled replacement options. As of Decen3fie2011, the following directors owned the follognumber of outstanding options to purchase

common stock: David Ivry (162,322) and Fellice P&l(162,322)
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Through March 31, 2011, other than Mr. Paz andHoizer, we previously paid each director $330 peetimg for each board meeting attended and $1,230
for each quarter served on the board of directors.

The following table shows information concerning directors other than Mr. Paz and Dr. Holzer, dgrthe fiscal year ended December 31, 2011.

Fees Earned ot All Other
Paid in Cash Option Awards(1) Compensation Total
Name ($) Stock Awards ($) ($) ($) ($)
Sol J. Barer, Ph.C - 5,655,000(2 4,783,65¢ - 10,438,65¢
Paul Stuke - - 111,344 - 111,344
Eyal Weinsteir - - 27,836 - 27,836
2) The amounts in this column reflect the dodlarounts recognized for financial statement repgpiarposes with respect to the year ended Dece&iher

2010, in accordance with FASB ASC Topic 718. Failue is based on the Black-Scholes option pricieg@husing the fair value of the underlying
shares at the measurement date. For additionalsdimmn of the valuation assumptions used in detengistock-based compensation and the grant date
fair value for stock options, see “Management’s Déston and Analysis of Financial Condition and Rtssaf Operation — Critical Accounting
Policies—Share-Based Compensation” and Note 2—fifégmt Accounting Policies” and Note 11—"“Share-Bd<Compensation” of the Notes to the
Consolidated Financial Statements for Two Yearsaandecember 31, 2010 and Note 7—Fair Value Measeménof the Notes to the Condensed
Consolidated Financial Statements for the Nine imoenhded September 30, 2011 included herein.

2) On November 16, 2011, in connection with lpp@ntment as chairman of our board of directors,jsgsued Dr. Barer 2,900,000 shares of our common
stock, all of which were immediately vested. The fnarket value was $1.95 per shi

We do not currently provide cash compensation todinectors for acting as such, although we maga the future. We reimburse our directors for
reasonable expenses incurred in connection with $bevice as directors. In addition, in 2011, wade the following option grants to the followinigedtors. Each
grant was made under the InspireMD, Inc. 2011 UMBRAOption Plan, unless otherwise noted.

Shares Subject tc Fair Market Value on
Name Options Exercise Price Vesting Schedule Expiration Grant Date
Sol J. Barer, Ph.D. 1,000,000(1)(2) $1.50 Fully vested upon grant. September 30, 2011( $1,000,255
500,000(2) $2.50 One-half annually in 2012 an July 11, 2021 $709,997

2013 on the anniversary of tr
date of grant, provided that if
Dr. Barer is (i) not reelected ¢
a director at our 2012 annual
meeting of stockholders, or (i
not nominated for reelection i
a director at our 2012 annual
meeting of stockholders, the
option vests and becomes
exercisable on the date of su
failure to be reelected or
nominated.
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1,450,000(1)(4)

725,000(1)

725,000(1)(4)

$1.95

$1.95

$1.95

In substantially equal monthl
installments (with any
fractional shares vesting on t
last vesting date) on the last
business day of each calend:
month over a two year perioc
from the date of grant, with tr
first installment vesting on
November 30, 2011, provide
that Dr. Barer is still providing
services to us in some capac
as of each such vesting date.

Upon the date we becor
listed on a registered nationa
securities exchange (such as
New York Stock Exchangt
NASDAQ Stock Market, or th
NYSE Amex), provided the
such listing occurs on or befc
December 31, 2012, and
provided further that Dr. Bare
is still providing services to u:
in some capacity as of such
vesting date.

Upon the date that we receiv:
research coverage from at le.
two investment banks that
ranked in the top 20 investme
banks in terms of underwritin
as of their most recently
completed fiscal year, and/or
leading analysts, as ranked k
either the Wall Street Journal
the Financial Times, Zacks
Investment Research or
Institutional Investor, provide:
that we receive such coverag
on or before December 31,
2012, and, provided further tt
Dr. Barer is still providing
services to us in some capac
as of such vesting date.
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November 16, 202

$1,536,703

$768,352
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Paul Stuka

Eyal Weinstein

100,000(2)

25,000(2)

$1.95

$1.95

(3) This option was exercised in full by Dr. Bacer September 28, 2011.

One-third afigun 2012, August 8, 2021
2013 and 2014 on the
anniversary of the date of gre
provided that if Mr. Stuka is (i)
not reelected as a director at
our 2012 annual meeting of
stockholders, or (ii) not
nominated for reelection as a
director at our 2012 annual
meeting of stockholders, the
option vests and becomes
exercisable on the date of such
failure to be reelected or
nominated.

One-third annually in 2012,  August 8, 2021
2013 and 2014 on the

anniversary of the date of gre

provided that if Mr. Weinstein

is required to resign from the

board due to medical reason:

the option vests and become

exercisable on the date of Mr

Weinstein’s resignation for

medical reasons.

(1) This option was issued outside the InspireMiz, P011 UMBRELLA Option Plan.

(2) This option was granted in connection with dipgointment of this person to our board of dirextor

(4) This option was granted to Dr. Barer in coniwectvith his appointment as chairman of our bodrdiectors on November 16, 2011.

$111,344

$27,836

In addition to the foregoing, on November 16, 20hlconnection with his appointment as chairmanwfboard of directors, we issued Dr. Barer 2,900,0

shares of our common stock, all of which were imiaiety vested.
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In addition to the foregoing, on January 30, 204 2Z;onnection his appointment to our board of dives; we issued James Barry, Ph.D. an option to
purchase 100,000 shares of our common stock, whiltkiest one-third annually in 2013, 2014 and 2@t6the anniversary of the date of grant, provithed if Dr.
Barry is (i) not reelected as a director at our28hnual meeting of stockholders, or (ii) not noaéa for reelection as a director at our 2014 ahmesting of
stockholders, the option vests and becomes exbteisa the date of such failure to be reelectedooninated.

Directors’ and Officers’ Liability Insurance

We currently have directors’ and officers’ liabjlinsurance insuring our directors and officersimgidiability for acts or omissions in their cajiés as
directors or officers, subject to certain exclusioBuch insurance also insures us against lodseh we may incur in indemnifying our officers adilectors. In
addition, we have entered into indemnification agnents with key officers and directors and suclqes shall also have indemnification rights unggliaable
laws, and our certificate of incorporation and mga

Compensation Committee Interlocks and Insider Parttipation

During the fiscal year ended December 31, 2011, MeS¢uka and Weinstein and Dr. Barer served orcompensation committee. We established our
compensation committee during the fiscal year efdiecember 31, 2011. Prior to that, we did not lmeempensation committee and during such perifid @z,
our chief executive officer, and Asher Holzer, puesident and former chairman, participated intdghtions of the board of directors concerning atiee officer
compensation. None of our executive officers quttyeserves, or in the past year has served, asmabar of the board of directors or compensationmaiitae of an
entity that has one or more executive officersisgren our board of directors or compensation cotte®i

Compensation Committee Report

The compensation committee has reviewed and disdiube Compensation Discussion and Analysis wigmtiembers of our management and, based on
such review and discussions, the compensation ctieemecommended to the board of directors tha€Cttrapensation Discussion and Analysis be includetis
Annual Report on Form 10-K.

COMPENSATION COMMITTEE
Eyal Weinstein, Chairma
Paul Stuke
Sol J. Bare
Iltem 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Mattet
The following table sets forth information with pext to the beneficial ownership of our commonlstae of March 7, 2012 by:
« each person known by us to beneficially own moaath.0% of our common stock;
« each of our directors;
« each of the named executive officers; and
« all of our directors and executive officers as augr.

The percentages of common stock beneficially owaredeported on the basis of regulations of thei®@zs and Exchange Commission governing the
determination of beneficial ownership of securitidader the rules of the Securities and Exchangar@igsion, a person is deemed to be a beneficiabowha
security if that person has or shares voting powhich includes the power to vote or to directWioéing of the security, or investment power, whicbtludes the
power to dispose of or to direct the dispositionthaf security. Except as indicated in the footadtethis table, each beneficial owner named irtdbée below has

sole voting and sole investment power with resgeeetl shares beneficially owned and each pessaddress is c/o InspireMD, Inc., 3 Menorat Hang&tarTel Aviv,
Israel 67448. As of March 7, 2012, we had 68,148 $hares outstanding.
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Number of

Shares Percentage
Beneficially Beneficially
Name of Beneficial Ownet Owned(1) Owned(1)
5% Owners
Yuli Ofer (2) 4,518,30: 6.€%
Officers and Director:
Ofir Paz 10,385,49(3) 15.2%
Asher Holzer, Ph.C 10,300,43(4) 15.1%
Eli Bar 1,068,61(5) 1.5%
Craig Shore 121,74(6) 0.2%
Sara Pa; 10,385,49(3) 15.2%
Sol J. Barer, Ph.D. (i 4,262,50(8) 6.2%
James Barry, Ph.D. (! 0 0
Paul Stuka (10 2,000,001(11) 2.%%
Eyal Weinstein (12 0 0
All directors and executive officers as a groupédsons 28,138,78 39.9%

*  Represents ownership of less than one per

(1) Shares of common stock beneficially owned and ¢éspective percentages of beneficial ownership ofroon stock assumes the exercise of all options;ant
and other securities convertible into common stoekeficially owned by such person or entity curseakercisable or exercisable within 60 days of Marg
2012. Shares issuable pursuant to the exercigedK sptions and warrants exercisable within 60stae deemed outstanding and held by the holdewabf
options or warrants for computing the percentageuttanding common stock beneficially owned byhsperson, but are not deemed outstanding for camgp
the percentage of outstanding common stock beaéji@wned by any other persc

(2) Mr. Ofer's address is 36 Hamesila Street, Herzeliya, Is

(3) This amount includes options to purchase 42 shares of common stock that are currently esabté within 60 days of March 7, 2012. This amalogs not
include 372,528 shares of common stock that Mr.fgragently holds as trustee for a family trust.. Waz does not have either voting power or dispesftowel
over these shares and disclaims all beneficial ostmig therein. Ofir Paz and Sara Paz share vatinginvestment power with respect to all sharesrted by
either Mr. Paz or Ms. Pa

(4) This amount does not include 58,923 share®wfmon stock that Dr. Holzer presently holds astée for a family trust. Dr. Holzer does not haitber voting
power or dispositive power over these shares asaadins all beneficial ownership there

(5) Represents options that are currently exercisabéxercisable within 60 days of March 7, 20
(6) Represents options that are currently exercisabéxercisable within 60 days of March 7, 20
(7) Dr. Bare’'s address is 67 Park Place East, Suite 675, MomistNJ 07960

(8) Comprised of (i) 3,900,000 shares of commoglsand (ii) options to purchase 362,500 share®ofmon stock that are currently exercisable or@sable
within 60 days of March 7, 201

(9) Dr. Barry's address is 35 Jackson Circle, Marlborough, M&ssastts 01752
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(20) Mr. Stuké's address is c/o Osiris Partners, LLC, 1 Libertya8g, £ Floor, Boston, MA 0210¢

(12) Paul Stuka is the principal and managing memb@sifis Investment Partners, L.P., and, as suchbéasficial ownership of the (i) 1,333,333 sharke

common stock and (ii) currently exercisable waantpurchase 666,667 shares of common stock lyelkbis Investment Partners, L.

12) Mr. Weinsteir's address is c/o Leorlex Ltd., P.O. Box 15067 Matdaifa, Israel 319C
Equity Compensation Plan Information

Equity Compensation Plan Information

The following table provides certain informationadDecember 31, 2011 with respect to our equitpgensation plans under which our equity securities

are authorized for issuance:

Number of
securities to be Weighted-
issued upon average
exercise of exercise price
outstanding of outstanding
options, options,
warrants and warrants and
rights rights
Plan Category (@) (b)
Equity compensatioplans approved bsecurity holder: 8,663,41 $ 0.8¢
Equity compensatioplans not approveby security holder 3,858,58(1) $ 1.5¢
Total 12,521,99 $ 1.07

(1) Comprised of awards made to individuals outsidelnspireMD, Inc. 2011 UMBRELLA Option Plan, assdribed below:

« Options issued to certain providers of finder segsi from May 2005 through December 2010, we isspidns to purchase an aggregate of 299,394 share:

Number of
securities
remaining
available for
future issuance
under equity
compensation
plans
(excluding
securities
reflected in
column (a))
(c)
6,336,58!
0
6,336,58!

of common stock to seven different finders whosissi in raising funds for us. The exercise pric#hese options range from par value to $1.23. sath

options are all fully vested. These options expeeveen April 2012 through June 20

« Options issued to a consultant: in May 2006, waadsoptions to purchase 334,545 shares of comnock 81 a consultant. The exercise price of these
options was $0.19. We believe these options hapiesl, but they are included above because sugination is currently under legal dispu

« Options issued to former directors: in August 204é issued options to purchase an aggregate 06824hares of common stock to David Ivry and Ee

Pelled. Both Mr. Ivry and Mr. Peled resigned agdiors of InspireMD Ltd. on March 31, 2011. Pursuarthe terms of the directors’ vested options, the

vested options expired thirty days after the doegtresignations. However, in connection with thresignation, we granted Mr. Ivry and Mr. Pelledlea
replacement options to purchase 162,322 sharesnoion stock. The exercise price of these optio84.i83 and they expire on December 31, 2!
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« Options issued to current director: in NovemberZ2@te issued options to purchase an aggregat®00 000 shares of common stock to Sol J. Barer, the
chairman of our board of directors. For a desiipbf these options, please ¢ltem 11. Executive Compensat—Director Compensatio”

Item 13. Certain Relationships and Related Transaains, and Director Independence.

On March 31, 2011, in connection with our sharehexge transactions with the former shareholdehsspfireMD Ltd. and succession to InspireMD Ltd.’s
business as our sole line of business, we trarsfelt of our preshare exchange operating assets and liabilitiSatmaro Holdings, Inc., a Delaware corporation
our wholly owned subsidiary. Immediately after thisnsfer, we transferred all of Saguaro Holdings,’s outstanding capital stock to Lynn Briggsr tuen-
majority stockholder and our former president, £hieecutive officer, chief financial officer, setaey-treasurer and sole director, in exchangeterdancellation of
7,500,000 shares of our common stock held by MigigBr

In accordance with the Company’s audit committegrten, the audit committee is required to apprdiveelated party transactions. In general, theitaud
committee will review any proposed transaction tiegt been identified as a related party transactiater Iltem 404 of Regulation S-K, which meansaadaction,
arrangement or relationship in which we and angteel party are participants in which the amountived exceeds $120,000. A related party includes irector,
director nominee or executive officer of us, (ii3ecurity holder known to be an owner of more th#nof our voting securities, (iii) an immediate fignmember of
the foregoing or (iv) a corporation or other entitywhich any of the foregoing persons is an exgeuprincipal or similar control person or in whisuch person h:
a 5% or greater beneficial ownership interest.

The share exchange transactions were not apprgvedriaudit committee, because such committee baglat been formed.
Director Independence

The board of directors has determined that DrseBand Barry and Messrs. Stuka and Weinstein gdtisfrequirement for independence set out in 8ecti
5605(a)(2) of the Nasdaq Stock Market Rules antlgheh of these directors has no material relatipngith us (other than being a director and/otozlsholder). It
making its independence determinations, the bolditectors sought to identify and analyze alltod facts and circumstances relating to any relatignbetween a
director, his immediate family or affiliates andramompany and our affiliates and did not rely otegarical standards other than those containeldeiiNiasdaq rule
referenced above.

Item 14. Principal Accountant Fees and Services.

The fees billed for professional services provitteds by Kesselman & Kesselman, Certified Publicdumtants (“Kesselman”), a member of
PricewaterhouseCoopers International Limited, fierfiscal year ended December 31, 2011 and 201@esibed below.

Audit Fees

Kesselman billed the Company audit fees in the egafe amount of $205,000 for the year ended Dece®ihe@011 and $132,000 for the year ended
December 31, 2010. These fees relate to the aluditraannual financial statements, the review afiaterim quarterly financial statements and, il 20Sarbanes-
Oxley compliance work.
Audit-Related Fees

Kesselman billed the Company audit-related fee¢heéraggregate amount of $106,300 for the year ebéedmber 31, 2011. These fees relate to our

Registration Statement initially filed on June 2611, amendments thereto and documentation of gseseand controls related to Sarbanes-Oxley conuglia
Kesselman did not bill the Company for any audi&ted fees for the year ended December 31, 2010.
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Tax Fees

Kesselman billed the Company tax fees in the agdeesgmount of $26,000 for the year ended Decenthe2®L1 and $29,000 for the year ended December
31, 2010. These fees relate to professional ssviendered for tax compliance, tax advice angl@ning.

All Other Fees

Kesselman billed the Company other fees in theegggge amount of $0 for the year ended Decembe2(®1, and $31,675 for the year ended December 31,
2010. These fees relate to review of unauditedqgmma financial statements and to due diligenceoinnection with the share exchange transactions.

For the fiscal year ended December 31, 2010 anddhen of the fiscal year ended December 31, 20dr to our formation of the audit committee, the
board of directors considered the audit fees, anethted fees, tax fees and other fees paid t@oewuntants, as disclosed above, and determineththpayment of
such fees was compatible with maintaining the irtejence of the accountants. Our audit committeeapproves all auditing services, internal contetdted
services and permitted non-audit services (inclgidire fees and terms thereof) to be performeddduour independent auditor, except for de minimais-audit
services that are approved by the audit committiee fo the completion of the audit. The audit coittee may form and delegate authority to subcoreest
consisting of one or more members when appropritkjding the authority to grant pre-approvalsaatlit and permitted non-audit services, provided tiecisions
of such subcommittee to grant pre-approvals isguiesl to the full audit committee at its next sealied meeting.

PART IV
Iltem 15. Exhibits and Financial Statement Schedules
Documents filed as part of report:

1. Financial Statements

The following financial statements are includedeter

Report of Kesselman & Kesselman, Independent RagidtPublic Accounting Firm

Consolidated Balance Sheets as of December 31,201 2010

Consolidated Statements of Operations for the YEaded December 31, 2011, 2010 and 2009

Consolidated Statements of Changes in Equity (@epiéficiency) for the Years Ended December 31,12@0D10 and 2009
Consolidated Statements of Cash Flows for the YEaded December 31, 2011, 2010 and 2009

Notes to Consolidated Financial Statements

2. Financial Statement Schedules

None
3. Exhibits

See Index to Exhibit

81




SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be signedson it
behalf by the undersigned, thereunto duly authdrize

INSPIREMD, INC.

Date: March 13, 2012 By: /s/ Ofir Paz
Ofir Paz
Chief Executive Office

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf of the registra
and in the capacities and on the dates indicated.

Signature Title Date
/s Ofir Paz Chief Executive Officer and Direct: March 13, 201.
Ofir Paz (principal executive officer)
/s/ Asher Holze President and Director March 13, 2012
Asher Holzer
/sl Craig Short Chief Financial Officer, Secretary and Treasurer March 13, 2012
Craig Shore (principal financial and accounting officer)
/s/ Sol J. Bare Chairman of the Board of Directors March 13, 2012
Sol J. Barer
/sl James Barr Director March 13, 2012
James Barry
/s/ Paul Stuki Director March 13, 2012
Paul Stuka
/sl Eyal Weinsteil Director March 13, 201:

Eyal Weinstein
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Index to Exhibits

Exhibit No. Description

2.1 Share Exchange Agreement, dated as of Desre?8h 2010, by and among InspireMD Ltd., Saguasdrrces, Inc., and the Shareholders of
InspireMD Ltd. that are signatory thereto (incorgedaby reference to Exhibit 10.1 to Saguaro Ressyrnic. Current Report on Form 8-K
filed with the Securities and Exchange Commissiodanuary 5, 201

2.2 Amendment to Share Exchange Agreement, dated Fgt2da2011 (incorporated by reference to Exhilit t» Current Report on Forn-K
filed with the Securities and Exchange Commissioi\pril 6, 2011)

2.3 Second Amendment to Share Exchange Agreement, Netech 25, 2011 (incorporated by reference to ExI2il8 to Current Report on For
8-K filed with the Securities and Exchange Commissiampril 6, 2011}

3.1 Amended and Restated Certificate of Incapon (incorporated by reference to Exhibit 3. Cuarrent Report on Form 8-K filed with the
Securities and Exchange Commission on April 1, 2!

3.2 Amended and Restated Bylaws (incorporatextfgrence to Exhibit 3.2 to Current Report on F&HK filed with the Securities and Exchange
Commission on April 1, 2011

10.1+ Amended and Restated 2011 Umbrella Oftlan (incorporated by reference to Exhibit 10.Ctorent Report on Form 8-K filed with the
Securities and Exchange Commission on Novembed 41 ):

10.2+ Form of Stock Option Award Agreement (inErated by reference to Exhibit 10.2 to Currenpéteon Form 8-K filed with the Securities and
Exchange Commission on April 6, 201

10.3 Agreement of Conveyance, Transfer and Assent of Assets and Assumption of Obligations, dia® of March 31, 2011 (incorporated by
reference to Exhibit 10.3 to Current Report on F8-K filed with the Securities and Exchange Commissiampril 6, 2011}

104 Stock Purchase Agreement, by and betwesgireMD, Inc. and Lynn Briggs, dated as of March 3111 (incorporated by reference to Exhibit
10.4 to Current Report on Forr-K filed with the Securities and Exchange Commisgiampril 6, 2011’

10.5 Securities Purchase Agreement, dated as of MarcB@®1L, by and among InspireMD, Inc. and certaircpasers set forth therein (incorpore
by reference to Exhibit 10.5 to Amendment No. Registration Statement on Form S-1 filed with tlee8ities and Exchange Commission on
August 26, 2011

10.6 Form of $1.80 Warrant (incorporated by mefiee to Exhibit 10.6 to Current Report on Form 8kd with the Securities and Exchange
Commission on April 6, 2011

10.7 Form of $1.23 Warrant (incorporated by mefiee to Exhibit 10.7 to Current Report on Form 8kd with the Securities and Exchange
Commission on April 6, 2011

10.8 $1,250,000 Convertible Debenture, dateg 20) 2010, by and between InspireMD Ltd. and GenAsset Opportunity Fund, L.P.
(incorporated by reference to Exhibit 10.8 to Cotfeeport on Form-K filed with the Securities and Exchange CommissiarApril 6, 2011)

10.9 Unprotected Leasing Agreement, dated Fepi2@, 2007, by and between Block 7093 Parcel 16&@any Ltd. Private Company 510583156

and InspireMD Ltd. (incorporated by reference ahibit 10.9 to Current Report on Form 8-K filed lwvihe Securities and Exchange
Commission on April 6, 2011
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10.10

10.11

10.12

10.13

10.14+

10.15+

10.16+

10.17+

10.18+

10.19+

10.20+

10.21+

10.22+

Securities Purchase Agreement, dated &sy®2, 2010, by and among InspireMD Ltd. andaierpurchasers set forth therein (incorporated
by reference to Exhibit 10.10 to Amendment No. Ragistration Statement on Form S-1 filed with 8seurities and Exchange Commission
on August 26, 2011

Manufacturing Agreement, by and betweepitabID Ltd. and QualiMed Innovative MedizinprodukéenbH, dated as of September 11, 2007
(incorporated by reference to Exhibit 10.11 to Achaent No. 1 to Registration Statement on Form Bed fvith the Securities and Exchange
Commission on August 26, 201

Development Agreement, by and betweenriglgiD Ltd. and QualiMed Innovative Medizinprodukte 8hh dated as of January 15, 2007
(incorporated by reference to Exhibit 10.12 to Achaent No. 1 to Registration Statement on Form Bed fvith the Securities and Exchange
Commission on August 26, 201

License Agreement, by and between Svelte Medicale®ys, Inc. and InspireMD Ltd., dated as of March2Dd0 (incorporated by referenct
Exhibit 10.5 to Amendment No. 1 to Registrationt&taent on Form S-1 filed with the Securities andlange Commission on August 26,
2011)

Agreement, by and between InspireMD Lidl @fir Paz, dated as of April 1, 2005 (incorpodaby reference to Exhibit 10.14 to Current
Report on Form -K filed with the Securities and Exchange CommissiarApril 6, 2011)

Amendment to the Employment Agreemengity between InspireMD Ltd. and Ofir Paz, datedfa@ctober 1, 2008 (incorporated by
reference to Exhibit 10.15 to Current Report omi&-K filed with the Securities and Exchange CommissiarApril 6, 2011)

Second Amendment to the Employment Agesenby and between InspireMD Ltd. and Ofir Pazedas of March 28, 2011 (incorporated by
reference to Exhibit 10.16 to Current Report omi&-K filed with the Securities and Exchange CommissiarApril 6, 2011)

Personal Employment Agreement, by anddxt InspireMD Ltd. and Asher Holzer, dated as pfilAl, 2005 (incorporated by reference to
Exhibit 10.17 to Current Report on Forr-K filed with the Securities and Exchange Commissiarpril 6, 2011,

Amendment to the Employment Agreemengriy between InspireMD Ltd. and Asher Holzer, datedf March 28, 2011 (incorporated by
reference to Exhibit 10.18 to Current Report omi&-K filed with the Securities and Exchange CommissiarApril 6, 2011)

Personal Employment Agreement, by and betweenriigd Ltd. and Eli Bar, dated as of June 26, 2008diporated by reference to Exhi
10.19 to Current Report on Forr-K filed with the Securities and Exchange Commissiampril 6, 2011,

Employment Agreement, by and betweeniies{D Ltd. and Bary Oren, dated as of August 25,20Acorporated by reference to Exhibit
10.20 to Current Report on Forr-K filed with the Securities and Exchange Commissiampril 6, 2011,

Employment Agreement, by and between InspireMD &tdi Craig Shore, dated as of November 28, 2010r{ocated by reference to Exhi
10.21 to Current Report on Forr-K filed with the Securities and Exchange Commissiampril 6, 2011,

Form of Indemnity Agreement between Ired@D, Inc. and each of the directors and execuiffieers thereof (incorporated by reference to

Exhibit 10.22 to Amendment No. 1 to Registratioat8tment on Form S-1 filed with the Securities ardiange Commission on August 26,
2011)
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10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30+

10.31+

10.32+

10.33

10.34

10.35

Agreement with Bank Mizrahi Tefahot LTDr 1 loan to InspireMD Ltd. in the original prineipamount of $750,000 (incorporated by
reference to Exhibit 10.23 to Current Report omi&-K filed with the Securities and Exchange CommissiarApril 6, 2011)

Securities Purchase Agreement, dated Apridfl8, 2011, by and among InspireMD, Inc. ardtain purchasers set forth therein (incorporated
by reference to Exhibit 10.1 to Current Report onnfr &-K filed with the Securities and Exchange Commissiampril 22, 2011

Form of Warrant (incorporated by referetocExhibit 10.2 to Current Report on Form 8-K dilerith the Securities and Exchange Commission
on April 22, 2011

Agreement by and between InspireMD Ltd. and MeKoeladaterial Processing, dated as of April 15, 2Q@6orporated by reference
Exhibit 10.26 to Amendment No. 1 to Registratioat8tment on Form S-1 filed with the Securities ardiange Commission on August 26,
2011)

Agreement by and between InspireMD Ltd. ldatec Medical Ltd, dated as of September 23, Z0@®rporated by reference to Exhibit 10.27
to Amendment No. 1 to Registration Statement omF§€-1 filed with the Securities and Exchange CommissiorAugust 26, 2011

Exclusive Distribution Agreement by andns®en InspireMD Ltd. and Hand-Prod Sp. Z 0.0, daedf December 10, 2007 (incorporated by
reference to Exhibit 10.28 to Amendment No. 3 tgiBation Statement on Form S-1 filed with the B#ies and Exchange Commission on
October 12, 2011

Factoring Agreement by and between InspireMD Litl Bank Mizrahi Tefahot Ltd., dated as of Februg2yZ011 (incorporated by referer
to Exhibit 10.29 to Amendment No. 1 to Registrat&tatement on Form S-1 filed with the Securitied BRchange Commission on August 26,
2011)

$1.50 Nonqualified Stock Option Agreemelated as of July 11, 2011, by and between Insfixeinc. and Sol J. Barer, Ph.D. (Incorporated
by reference to Exhibit 10.1 to Current Report omnfr &-K filed with the Securities and Exchange Commissianjuly 15, 2011

Consultancy Agreement, dated as of Aprd011, by and between InspireMD Ltd. and Ofir Bazorporated by reference to Exhibit 10.34 to
Amendment No. 2 to Registration Statement on Fc-1 filed with the Securities and Exchange CommissioiSeptember 21, 201

Consultancy Agreement, dated as of A®jl2011, by and between InspireMD Ltd. and Ashelzer (incorporated by reference to Exhibit
10.35 to Amendment No. 2 to Registration Stateroarfeorm -1 filed with the Securities and Exchange CommissiorSeptember 21, 201

Exclusive Distribution Agreement by andieen InspireMD GmbH. and IZASA Distribuciones Teas SA, dated as of May 20, 2009
(incorporated by reference to Exhibit 10.36 to Achaent No. 3 to Registration Statement on Form Bed fvith the Securities and Exchange
Commission on October 12, 201

Amendment to the Distribution Agreementbyg between InspireMD GmbH. and IZASA Distribu@srTecnicas SA, dated as of February
2011 (incorporated by reference to Exhibit 10.3Ameendment No. 3 to Registration Statement on F8+infiled with the Securities and
Exchange Commission on October 12, 2C

Exclusive Distribution Agreement by andn@en InspireMD Ltd. and Tzamal-Jacobsohn Ltd.edas of December 24, 2008 (incorporated by

reference to Exhibit 10.38 to Amendment No. 3 tgiBation Statement on Form S-1 filed with theB#ies and Exchange Commission on
October 12, 2011
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10.36

10.37+

10.38+

10.39

10.40

10.41+

10.42+

10.43*

10.44*

211

31.1*

31.2*

32.1*

32.2*

101*

* Filed herewith.

Exclusive Distribution Agreement by anda®en InspireMD Ltd. and Kirloskar Technologies [®)., dated as of May 13, 2010 (incorporated
by reference to Exhibit 10.39 to Amendment No. Ragistration Statement on Form S-1 filed with 8seurities and Exchange Commission
on October 12, 201

Consultancy Agreement by and betweernire Ltd. and Sara Paz, dated as of May 6, 200&ofiporated by reference to Exhibit 10.40 to
Amendment No. 3 to Registration Statement on Fc-1 filed with the Securities and Exchange CommissioOctober 12, 201:

Consultancy Agreement by and betweernire Ltd. and Sara Paz Management and Marketing dated as of September 1, 2011
(incorporated by reference to Exhibit 10.41 to Achaent No. 3 to Registration Statement on Form Bedl fvith the Securities and Exchange
Commission on October 12, 201

Clinical Trial Services Agreement, date®aOctober 4, 2011, by and between InspireMD atdi Harvard Clinical Research Institute, Inc.
(Incorporated by reference to Exhibit 10.1 to Catiieeport on Form 8-K filed with the Securities d&xthange Commission on October 11,
2011)

Letter Agreement by and between InspireMd and Tzamal-Jacobsohn Ltd., dated as of May B1 Zibcorporated by reference to Exhibit
10.43 to Amendment No. 4 to Registration Stateroarfeorm -1 filed with the Securities and Exchange CommissioiDecember 1, 201

Stock Award Agreement, dated as of Novamils, 2011, by and between InspireMD, Inc. andJS8arer, Ph.D. (Incorporated by reference to
Exhibit 10.1 to Current Report on Forr-K filed with the Securities and Exchange CommissiarNovember 18, 201:

Nonqualified Stock Option Agreement, dated as ofé&ber 16, 2011, by and between InspireMD, Inc. @old). Barer, Ph.D. (Incorporat
by reference to Exhibit 10.2 to Current Report onnfr &-K filed with the Securities and Exchange CommissiarNovember 18, 201:

Amendment No. 1 to Securities Purchasee@gent, dated as of June 21, 2011, by and amepgéMD, Inc. and the purchasers that are
signatory theretc

Amendment No. 2 to Securities Purchasee@gent, dated as of November 14, 2011, by and giimspireMD, Inc. and the purchasers that are
signatory theretc

List of Subsidiaries (incorporated by refere to Exhibit 21.1 to Current Report on Form 8ld with the Securities and Exchange
Commission on April 6, 2011

Certification of Chief Executive Officer Pursuant$ection 302 of Sarbar-Oxley Act of 200z
Certification of Chief Financial Officer Pursuant$ection 302 of Sarbar-Oxley Act of 2002

Certification of Chief Executive OfficeuPsuant to Section 18 U.S.C. Section 1350, as Agtbpursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

Certification of Chief Financial OfficeuPsuant to Section 18 U.S.C. Section 1350, as Agtbpursuant to Section 906 of the Sarbanes-Oxley
Act of 2002

The following materials from the Companysnual Report on Form 10-K for the year ended Dewer 31, 2011, formatted in XBRL
(eXtensible Business Reporting Language), (i) Cbdated Balance Sheets, (ii) Consolidated Statesneh©perations, (iii) Consolidated
Statements of Changes in Equity (Capital Deficign@y) Consolidated Statements of Cash Flows, @pthe Notes to the Consolidated
Financial Statemen

** Pursuant to Rule 406T of Regulation S-T, theehaictive Data Files on Exhibit 101 hereto are deknw filed or part of a registration statemenpaspectus for
purposes of Sections 11 or 12 of the Securitiesof&933, as amended, are deemed not filed forqeap of Section 18 of the Securities and Excharg@e1934,
as amended, and otherwise are not subject toitiabilder those sections.

+ Management contract or compensatory plan or geraent.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders of
InspireMD Inc.

We have audited the accompanying consolidated balaheets of InspireMD Inc. (theCobmpany”) and its subsidiaries as of December 31, 2011 atf,2hd th
related consolidated statements of operations,gdwim equity (capital deficency) and cash flowsedach of the years in the thrgear period ended December
2011. We also have audited the Company’s intecnatrol over financial reporting as of December 2Q11, based on criteria established in Internattd -
Integrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissibe (tCOSO ). The Companys Board of Directors ai
management are responsible for these financiakratatts, for maintaining effective internal contmler financial reporting and for the assessmenthe
effectiveness of internal control over financiapoeting, included in the accompaningManagement's Report on Internal Control Over Finah®eporting”
appearing under Item 9(A). Our responsibility isetgress an opinion on these financial statemerdsaa opinion on the Compasyinternal control over financ
reporting based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaiioUnited States). Those standards requirevibatlar
and perform the audits to obtain reasonable asserabout whether the financial statements aredfemeaterial misstatement and whether effectiverirgecontro
over financial reporting was maintained in all metlerespects. Our audits of the financial statetséncluded examining, on a test basis, evidenpparting th:
amounts and disclosures in the financial statemessessing the accounting principles used andfisamt estimates made by management, and evagyatie
overall financial statement presentation. Our tatlinternal control over financial reporting inded obtaining an understanding of internal conts@r financie
reporting, assessing the risk that a material weskexists, and testing and evaluating the desidgroperating effectiveness of internal control base the assess
risk. Our audits also included performing sucheotprocedures as we considered necessary in thiengtances. We believe that our audits provideaaanabl
basis for our opinions.

A companys internal control over financial reporting is @pess designed to provide reasonable assurancealiregséhe reliability of financial reporting ande
preparation of financial statements for externajppges in accordance with generally accepted aticguprinciples. A companyg’ internal control over financ
reporting includes those policies and procedurast i) pertain to the maintenance of records timateasonable detail, accurately and fairly reftbe transactior
and dispositions of the assets of the company;pfidvide reasonable assurance that transactionseaoeded as necessary to permit preparation aéia
statements in accordance with generally accepteduating principles and that receipts and expenetitwf the company are being made only in accoelavith
authorizations of management and directors of thepany; and (iii) provide reasonable assurancerdéays prevention or timely detection of unauthod
acquisition, use or disposition of the company'sesss that could have a material effect on the firdrstatements.

Because of its inherent limitations, internal cohtover financial reporting may not prevent or détenisstatements. Also, projections of any evabmaif
effectiveness to future periods are subject tariglethat controls may become inadequate becaushasfges in conditions or that the degree of canpg with th
policies or procedures may deteriorate.

In our opinion, the financial statements referredbove present fairly, in all material respedts, financial position of the Company as of DecenBfer2011 an
2010, and the results of its operations, changesyinty (capital deficiency) and its cash flows &ach of the years in the thrgear period ended December
2011, in conformity with accounting principles gesiy accepted in the United States of AmericascAin our opinion, the Company maintained, in aditenia
respects, effective internal control over financegorting as of December 31, 2011, based on erigstablished in Internal Controlntegrated Framework issued
the COSO.

Tel Aviv, Israel /s/ Kesselman & Kesselm:
March 13, 201: Certified Public Accountants (Ist
A member of PricewaterhouseCoopers Internatiornaitieid
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED BALANCE SHEETS
(US dollars in thousands)

December 31

2011 2010
ASSETS
CURRENT ASSETS:
Cash and cash equivalel $ 5,09 $ 63€
Restricted cas 91 25C
Accounts receivable
Trade 2,28¢ 852
Other 11¢€ 75
Prepaid expense 72 3
Inventory:
On hanc 2,061 1,70¢
On consignment 11C 371
Total current assets 9,83( 3,891
PROPERTY, PLANT AND EQUIPMENT , net 42C 282
NON-CURRENT ASSETS:
Deferred debt issuance co 15
Fund in respect of employee rights upon retiren 21E 167
Total non-current assets 21E 182
Total assets $ 10,46 $ 4,35¢

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED BALANCE SHEETS
(US dollars in thousands)

December 31

2011 2010
LIABILITIES AND EQUITY (CAPITAL DEFICIENCY)
CURRENT LIABILITIES:
Current maturities of lor-term loan $ 9 % 35E
Accounts payable and accrua
Trade 814 1,10¢
Other 2,217 1,50¢
Advanced payment from custom 31€ 55¢
Loans from shareholde 20
Deferred revenue 39¢
Total current liabilities 3,441 3,94/
LONG-TERM LIABILITIES:
Long term loar 75
Liability for employees rights upon retireme 27C 20€
Convertible loan 1,04¢
Total long-term liabilities 27C 1,32t
COMMITMENTS AND CONTINGENT LIABILITIES  (Note 9)
Total liabilities 3,711 5,26¢
EQUITY (CAPITAL DEFICIENCY)
Common stock, par value $0.0001 per share; 128)00Ghares authorized; 68,178,946 and 49,863,80¢eslEsued al
outstanding at December 31, 2011 and 2010, respéc 7 5
Additional paic-in capital 43,38¢ 21,057
Accumulated deficit (36,647) (21,976
Total equity (capital deficiency) 6,754 (914)
Total liabilities and equity (less capital deficog) $ 10,46 $ 4,35k

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED STATEMENTS OF OPERATIONS
(US dollars in thousands, except per share data)

Year ended December 3.

2011 2010 2009
REVENUES $ 6,00¢ $ 4,94¢ 3 3,411
COST OF REVENUES 3,011 2,69¢ 2,291
GROSS PROFIT 2,99: 2,25¢ 1,12(
OPERATING EXPENSES:
Research and developme 2,47¢ 1,33¢ 1,33(
Selling and marketin 1,97: 1,23¢ 1,04(C
General and administrative (including $8,542, $88% of share based compensation for the yee
ended December 31, 2011, 2010 and 2009, respsptivel 12,27t 2,89¢ 1,467
Total operating expenses 16,72: 5,472 3,837
LOSS FROM OPERATIONS (13,729 (3,219 (2,719
FINANCIAL EXPENSES (INCOME), net 934 154 (40)
LOSS BEFORE TAX EXPENSES (14,669 (3,379 (2,677)
TAX EXPENSES 2 47 47
NET LOSS $ (14,66 $ (3,420 $ (2,729
NET LOSS PER SHARE- basic and diluted $ (0.29 $ (0.0 $ (0.06)
WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES USED IN COMPUTING NET
LOSS PER SHARE -basic and diluted 61,439,70 49,234,52 47,658,85

The accompanying notes are an integral part of theonsolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CAPIT AL DEFICIENCY)

BALANCE AT JANUARY 1, 2009
CHANGES DURING 2009:
Net loss
Exercise of options by employe
Employee and non-employee share-based compensatior
expense:
Redemption of beneficial conversion feature of aotible
loan
Issuance of ordinary shares, net of $44 issuanste co
BALANCE AT DECEMBER 31, 2009
CHANGES DURING 2010:
Net loss
Employee and non-employee share-based compensatior
expense:
Issuance of warrants, net of $23 issuance ¢
Issuance of ordinary shares, net of $97 issuansts
BALANCE AT DECEMBER 31, 2010
CHANGES DURING 2011:
Net loss
Employee and non-employee share-based compensatior
expense:
Issuance of shares and warrants, net of $2,838rissucost
Issuance of ordinary shares, net of $185 issuansts
Exercise of options by employ:
Conversion of convertible loa
BALANCE AT DECEMBER 31, 2011

* Represents an amount less than $1

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

INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)

Ordinary shares

Total equity
Number of Additional paid-  Accumulated (capital
shares Par value in capital deficit deficiency)
US dollars in thousanc

47,061,93 $ 5 $ 1596 $ (15,839 134
(2,729 (2,729

458,72: * * *
594 594
(30¢) (308

817,72: * 96% 96%
48,338,38 5 17,21: (18,55¢) (1,339
(3,420 (3,420

1,64( 1,64(

424 424

1,525,42. * 1,781 1,781
49,863,80 5 21,05° (21,97¢) (919
(14,665 (14,66%)

2,993,78! 1 11,60¢ 11,60¢
12,992,26 1 7,657 7,654
802,86t * 80¢ 80¢
1,000,001 * 1,50( 1,50(
526,22! * 76€ 76€
68,178,94 $ 7 $ 43,38t $ (36,647) 6,75¢
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(US dollars in thousands)

Year ended December 3.

2011 2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (14,66%) $ (3,420 $ (2,729
Adjustments required to reconcile net loss to mshcused in operating activitie
Depreciation of property, plant and equipm 89 91 89
Loss from sale of property, plant and equiprr 15
Change in liability for employees right upon retirent 58 42 42
Financial expenses (incom 897 94 (229)
Shar-based compensation expen 9,59( 1,62C 562
Loss (gains) on amounts funded in respect of engelaights upon retirement, r 8 (12) (20)
Changes in operating asset and liability ite
Decrease (increase) in prepaid expel (69) 36 32
Decrease (increase) in trade receiva (1,439 337 (96¢9)
Decrease (increase) in other receival (50) 9 27)
Decrease in inventory on consignm 261 722 33C
Increase in inventory on hal (357) (758) (241)
Increase (decrease) in trade paya (377 19€ 612
Decrease in deferred revent (39§ (1,577 (507)
Increase (decrease) in other payable and advayregnt from customers 421 (91) 1,554
Net cash used in operating activities (6,009) (2,710 (1,545
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in restricted ¢ 15¢ 52 (272)
Purchase of property, plant and equipmn (139 (81) (34)
Proceeds from sale of property, plant and equipt 41 4
Amounts funded in respect of employee rights ugimement, net (48) (17) (44)
Net cash provided (used) in investing activities 13 (46) (34€)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of shares and warrantsf rssiuance costs of $1,014, $78 and $11 in th:
years ended December 31, 2011, 2010 and 2009 ctespg 10,56+ 2,24¢F 97¢
Exercise of option 1,50C
Proceeds from lor-term loan, net of $41 issuance cc 41¢
Proceeds from convertible loan at fair value thiopgofit or lossnet of $60 issuance cos 1,07:
Repayment of long term lo¢ (375) (281)
Repayment of loans from sharehold (20) (20)
Repayment of convertible loans (1,000 (72C)
Net cash provided by financing activities 10,66¢ 3,037 655
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS (227) (21) 41
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 4,45¢ 26C (1,195
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F YEAR 63€ 37€ 1,571
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF YEAR $ 509 $ 63€ $ 37€
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Taxes on income paid $ 37 $ 56 $ -
Interest paid $ 24 % 30 $ 88

SUPPLEMENTAL DISCLOSURE OF NON-CASH FINANCING ACTIVITIES -

Receivables on account of shares $ - $ - $ 20
Conversion of convertible loan into shares $ 668 $ - 3 -
Purchasing of property, plant and equipment init@ttl in consideration of share based paym $ 144 $ - $ =

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - DESCRIPTION OF BUSINESS

InspireMD, Inc., formerly Saguaro Resources, Inter¢after - the “Company”g public company, is a Delaware corporation forraed-ebruary 2!
2008. On March 28, 2011, the Company changeditsento InspireMD, Inc.

On December 29, 2010, the Company entered intoaseSExchange Agreement (hereafter - the “Exchangreément”)by and among the Compe
and InspireMD Ltd., a limited company incorporateader the laws of the State of Israel in April 20@ubsequent to the date of execution o
Exchange Agreement, shareholders of InspireMD,, ldlding 91.7% of InspireMD Ltds'issued and outstanding ordinary shares, exeevj@dder t(
the Exchange Agreement and became parties thdretedfter - the “InspireMD ShareholdersPursuant to the Exchange Agreement, on Marc
2011, the InspireMD Shareholders transferred athefr ordinary shares in InspireMD Ltd. to the Guany in exchange for 46,471,907 newly ist
shares of common stock of the Company (hereaftee “Initial Share Exchange”). In addition, then@ning holders of InspireMD Ltds’ ordinan
shares separately transferred all of their ordirdrgres of InspireMD Ltd. to the Company, in exdefor an aggregate of 4,194,756 newly is:
shares of common stock of the Company (hereaftée -“Follow Up Share Exchange” and, together whk tnitial Share Exchange, th&Hare
Exchange”). As a result of the Share ExchangeitesD Ltd. became a wholly owned subsidiary of @@mpany.

The Share Exchange is being accounted for as aseevecapitalization, equivalent to the issuancetofk by InspireMD Ltd., for the net monet
assets of the Company. Accordingly, the historfazncial statements of the Company reflect thstdnical operations and financial statement
InspireMD Ltd.

The Company, together with its subsidiaries, isalical device company focusing on the developmadt@mmercialization of its proprietary st
platform technology, MGuard™. MGuard™ provides efitbprotection in stenting procedures by placingnecron mesh sleeve over a stent.
Companys initial products are marketed for use in patiemith acute coronary syndromes, notably acute mybahinfarction (heart attack) a
saphenous vein graft coronary interventions (bygasgery). The Company markets its products thnaligtributors in international markets, mainl
Europe and Latin America.

In addition, the Company operates in Germany thndtggwholly-owned subsidiary InspireMD GmbH, a German limitedbility company incorporate
in November 2007, where the Company subcontraetsndgnufacturing of its stents.

Management of the Company believes that funds @lailat December 31, 2011, together with anticipatash flows, will fund the Compary’
operations through the second quarter of 2013.€Rftar, to fund operations or to expand the breafithe Companys present business, it will neec
raise further capital, through the sale of addaiagquity securities or otherwise. Future capiagluirements and the adequacy of its availablesuvit
depend on manfactors, including its ability to successfully corarialize its MGuardTM products, competing techigadal and market developmer
and the need to enter into collaborations with ott@mpanies or acquire other companies or techigdop enhance or complement its pro
offerings. However, the Company may be unable igeraufficient additional capital when needed @aseaapital on favorable terms. The terms of
securities issued by the Company in future finaggimay be more favorable to new investors, and imelyde preferences, superior voting rights
the issuance of warrants or other derivative séesriwhich may have a further dilutive effect bie hiolders of any of our securities then outstamdif
we are unable to obtain adequate funds on reasomalths, we may be required to curtail operatiagsificantly, possibly postpone or halt our
Food and Drug Administration clinical trial or obtdunds by entering into financing agreements pattractive terms.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES:
a. Accounting principles

The consolidated financial statements are preparadcordance with accounting principles generatlyepted in the United States (hereafter - “US
GAAP").

b. Use of estimate:
The preparation of financial statements in conftymiith US GAAP requires management to make esgsasing assumptions that affect the
reported amounts of assets and liabilities, thelassire of contingent assets and liabilities atdate of the financial statements and the reported
amounts of sales and expenses during the repgérgds. Actual results could differ from thoserastes.
As applicable to these consolidated financial statets, the most significant estimates and assumgptiglate to revenue recognition including
provision for returns, legal contingencies, estiorabf the fair value of share-based compensatimhestimation of the fair value of a convertible
loan.

c. Functional currency

The currency of the primary economic environmenwiich the operations of the Company and its sudsed are conducted is the US dollar
(hereafter - “$” or “dollar”). Accordingly, the fictional currency of the Company and of the subsiels is the dollar.

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

d. Principles of consolidation

The consolidated financial statements include ttomants of the Company and of its subsidiariegrb@mpany transactions and balances, have
been eliminated upon consolidation.

e. Cash and cash equivalent:

The Company considers all highly liquid investmemthich include short-term bank deposits, (up te¢hmonths from date of deposit), that are
not restricted as to withdrawal or use, to be @glivalents.

f. Restricted cash

The Company maintains certain cash amounts resdrae$ to withdrawal or use, related to long-teramland credit cards. Restricted cash is
denominated in US dollars and New Israel Shekekgfeer - “NIS”).
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued):

g.

Concentration of credit risk and allowance for douliful accounts

Financial instruments that may potentially subjeet Company to a concentration of credit risk cstingi cash, cash equivalents and restricted cash,
which are deposited in major financial institutiongJnited States of America (hereafter - “US”yael and Germany, and trade accounts
receivable. The Company’s trade accounts receiwatglelerived from revenues earned from customens frarious countries. The Company
performs ongoing credit evaluations of its custahfnancial condition and, generally, requiresaudlateral from its customers. The Company

also has a credit insurance policy for some ofutstomers. The Company maintains an allowancedobtul accounts receivable based upon the
expected ability to collect the accounts receivablee Company reviews its allowance for doubtfudamts quarterly by assessing individual
accounts receivable and all other balances basédstorical collection experience and an econornisic assessment. If the Company determines
that a specific customer is unable to meet itsnfoie obligations to the Company, the Company piesian allowance for credit losses to reduce
the receivable to the amount management reasohabgves will be collected. To mitigate risks then@pany deposits cash and cash equivalents
with high credit quality financial institutions.

Provisions for doubtful debts are netted againstic@unts receivable-trade.”
Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated alotver of cost (cost is determined on a “first-in,
first-out” basis) or market value. The Company‘gentories generally have a limited shelf life anel subject to impairment as they approach their
expiration dates. The Company regularly evaludtesarrying value of the Company’s inventories ahen, in the Company’s opinion, factors
indicate that impairment has occurred, the Commmtgblishes a reserve against the inventoriesyicgrvalue. The Company’s determination that
a valuation reserve might be required, in additmthe quantification of such reserve, requires agement to utilize significant judgment. To date,
inventory adjustments have not been material.espect to inventory on consignment, see Note 2(k).

Property, plant and equipment

Property, plant and equipment are stated at cespfraccumulated depreciation and amortizatiomprBaation is calculated using the straight-line
method over the estimated useful lives of the eelassets: over three years for computers and elhetronic equipment, five years for vehicles
and seven to fifteen years for office furniture @ggiipment, and machinery and equipment (mainlgsegears). Leasehold improvements are
amortized on a straight-line basis over the terheflease, which is shorter than the estimatedlithe improvements.

Impairment of property, plant and equipment

The Company reviews its property, plant and equigrf@ impairment whenever events or changes kuanstances indicate that the carrying
amount of the assets may not be recoverable. uheof the expected future cash flows (undiscauatel without interest charges) of the
Property, plant and equipment is less than the/iceyramount of such assets, an impairment loss dvbelrecognized, and the assets would be
written down to their estimated fair values.

To date, the Company has not recorded any impairoterges relating to its property, plant and eoépt.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued):
k. Revenue recognitior
Revenue is recognized when delivery has occurrgderce of an arrangement exists, title and risidsrawards for the products are transferred to
the customer, collection is reasonably assuredadmah product returns can be reliably estimated. Mfireduct returns can be reliably estimated a
provision is recorded, based on historical expegeand deducted from revenues. The provisiondl@ssreturns and related costs are included in
“Accounts payable and accruals - other” under “enttiabilities”, and “Inventory on consignment&spectively.

When returns cannot be reliably estimated, botitedl revenues and costs are deferred, and preserded"Deferred revenues" and "Inventory on
consignment”, respectively.

As of December 31, 2011, there is no deferred neeém the balance sheet since, as of this dateatheof returns can be reliably estimated.
The Company’s revenue arrangements may containettglof free products upon the achievement of salegets. Each period, the Company
estimates the amount of free products these digtnib will be entitled based upon the expectedeastment of sales targets and deferrers a portion
of revenues accordingly.
The Company recognizes revenue net of value adde@/AT).

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

m. Share-based compensatiol
Employee option awards are classified as equityrdsvand accounted for using the grant-date fainevatethod. The fair value of share-based
awards is estimated using the Black-Scholes valnatiodel, which is expensed over the requisiteiceeriod, net of estimated forfeitures. The

Company estimates forfeitures based on historiga¢eence and anticipated future conditions.

The Company elected to recognize compensation eggeor awards with only service conditions thatehgraded vesting schedules using the
accelerated multiple option approach.

F-12




INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued):

The Company accounts for equity instruments is$oehlird party service providers (non-employeeg)rdrording the fair value of the options
granted using an option pricing model, at eachnt@mpperiod, until rewards are vested in full. Té¥ense is recognized over the vesting period
using the accelerated multiple option approach.

However, when the expense relates to options giantthird parties as consideration for introdudimgestors to the Company, (hereafter -
“Finder's services”) the expense is recorded daitssalue in Equity, as issuance costs.

In addition, certain share-based awards of the Gmyare performance based and dependent upon exghrtain goals. In respect to these
awards the company estimates the expected ptewyesvard probability that the performance comdisi will be achieved. The Company only
recognizes expense for the shares which are experiest.

n. Uncertain tax positions

The Company follows a two-step approach to recaggiand measuring uncertain tax positions. The $i=p is to evaluate the tax position for
recognition by determining if the weight of availevidence indicates that it is more likely tham that the position will be sustained on audit. If
under the first step a tax provision is assessée tmore likely than not of being sustained on seltond step is applied, under which the tax
benefit is measured as the largest amount thaodie than 50% likely of being realized upon ultimsgégtlement. Such liabilities are classified as
long-term, unless the liability is expected to bsalved within twelve months from the balance skeét. The Company’s policy is to include
interest and penalties related to unrecognizedbégvefits within financial expenses.

0. Deferred Income taxes

Deferred taxes are determined utilizing the “aaset liability” method based on the estimated futaseeffects of differences between the financial
accounting and tax bases of assets and liabilitieler the applicable tax laws, and on tax ratesipated to be in effect when the deferred taxes
are expected to be paid or realized. The Compasssass realization of deferred income tax assdi{sbased on all available evidence, concludes
whether it is more likely than not that the netedefd income tax assets will be realized. A vabratillowance is provided for the amount of
deferred income tax assets not considered to lieabke.

The Company may incur additional tax liability lretevent of intercompany dividend distributionsitsysubsidiary. Such additional tax liability in
respect of these foreign subsidiaries has not pemrided for in these financial statements asthésCompany’s policy to permanently reinvest the
subsidiaries’ earnings and to consider distributigdends only when this can be facilitated in mection with a specific tax opportunity that may
arise.

Taxes which would apply in the event of disposaheestments in the foreign subsidiary have nonltaken into account in computing the
deferred taxes, as it is the Company’s intentiohdiol, and not to realize, this investment.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued):

p.

Advertising

Costs related to advertising and promotion of potslare charged to sales and marketing expensewased. Advertising expenses for the years
ended December 31, 2011, 2010 and 2009 were $460,&hd $275 thousand, respectively.

Net loss per share

Basic and diluted net loss per share is computedivigting the net loss for the year by the weighawdrage number of ordinary shares outstanding
during the year. The calculation of diluted neslpgr share excludes potential ordinary shareseasftect is anti-dilutive. Potential ordinary sesr
are comprised of incremental ordinary shares idsugion the exercise of share options, warrantangertible loans.

For the years ended December 31, 2011, 2010 arj 20@utstanding options, warrants and convestiban have been excluded from the
calculation of the diluted loss per share sincé tféect was anti-dilutive. The total number oflorary shares related to outstanding options,
warrants and convertible loans excluded from theutations of diluted loss per share were 21,626,85502,111 and 5,877,388 for the years
ended December 31, 2011, 2010 and 2009, respsctivel

Segment reporting
The Company has one operating and reportable ségmen
Factoring of receivables

During the years ended December 31, 2011 and 20&@ompany entered into factoring agreements atmguto $1,200 and $942 thousand,
respectively with certain banking institutions onan-recourse basis. The factoring of trade retd@gunder these agreements were accounted for
as sales. Under the terms of these factoring agretsmthe Company transferred ownership of eliditalde receivables without recourse to the
respective banking institutions in exchange fohc&soceeds on the transfers reflect the face \@ltiee account less a discount. The discounts,
amounting to $12 and $37 thousand during the yerdied December 31, 2011 and 2010, respectively rgeceded to “Financial expenses - net”
within the Consolidated Statements of Operations.

The receivables sold pursuant to these factoringesments are excluded from trade receivables o€ timsolidated Balance Sheets and are
reflected as cash provided by operating activilieshe Consolidated Statements of Cash Flows. @hkibg institution had no recourse to the
Company'’s assets for failure of debtors to pay wihes

The related commissions on the sales of tradevalskss sold under these factoring agreements annguiat $23 and $4 thousand during the years
ended December 31, 2011 and 2010, respectively igeceded to “Financial expenses — net” within @@ solidated Statements of Operations.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued):

t.

Fair value measurement:

The Company measures fair value and disclosesdaie measurements for financial assets and liggdsiliFair value is based on the price that
would be received to sell an asset or paid to fearssliability in an orderly transaction betweearnket participants at the measurement date.

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

Level 1: Quoted prices (unadjusted) in active miarkieat are accessible at the measurement dagésgets or liabilities. The fair value hierarchy
gives the highest priority to Level 1 inputs.

Level 2: Observable prices that are based on inmitsuoted on active markets, but corroboratethhyket data.
Level 3: Unobservable inputs are used when litttecmarket data is available. The fair value highg gives the lowest priority to Level 3 inputs.

In determining fair value, the Company utilizesuatlon techniques that maximize the use of obséevaputs and minimize the use of
unobservable inputs to the extent possible andiderscounterparty credit risk in its assessmeifidiofvalue.

Recently issued accounting guidance not yet adopt:
Fair Value Measurement

In May 2011, the FASB issued Accounting Standarddate No. 2011-04, Fair Value Measurement (Top@)8&mendments to Achieve
Common Fair Value Measurement and Disclosure Remeinés in US GAAP and IFRSs (hereafter - “ASU 2041x0ASU 2011-04 changes
certain fair value measurement principles and fatarihe application of existing fair value measoeat guidance. These amendments include,
among others, (1) the application of the highestlz@st use and valuation premise concepts, (2)uriagshe fair value of an instrument classified
in a reporting entity’s shareholders’ equity anfld®closing quantitative information about the hgervable inputs used within the Level 3
hierarchy.

For public entities, the amendments are effedtvénterim and annual periods beginning after &aber 15, 2011 on a prospective basis. For

nonpublic entities, the amendments are effedtvannual periods beginning after December 15124e Company will adopt ASU 2011-04
on January 1, 2012. The Company does not expeSt) 2011-04 to have a material effect on its codsddid financial statements.
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NOTE 3 - FAIR VALUE MEASURMENT

a. The convertible loan (Note 6a) was initially receddat a fair value of $1,133 thousand, and subselyuemeasured at fair value, with a decreas
fair value of $89 thousand, which is included ie fitofit and loss as of December 31, 2010. Du?idgl it was subsequently remeasured at fair
value, with the increase in fair value of $624 ut#d in the Consolidated Statements of Operatismg Becember 31, 2011. This security was
measured at fair value on a recurring basis arssifiad in the "Significant Unobservable inputseylel 3) category

b. The carrying amounts of cash and cash equivalaat®unts receivable, accounts payable and otlcenext liabilities approximate their fair value
either because these amounts are presented aalfiadr or due to the relatively short-term matusitié such instruments. The carrying amount of the
Compan'’s other financial lon-term assets and other financial I-term liabilities approximate their fair valu

NOTE 4 - PROPERTY, PLANT AND EQUIPMENT:

a. Composition of assets, grouped by major classifioat is as follows

December 31
2011 2010
($ in thousands)

Cost:
Vehicles $ - % 44
Computer equipmer 123 75
Office furniture and equipmel 56 54
Machinery and equipme 597 41€
Leasehold improvements 47 47
823 63€
Less - accumulated depreciation and amortization (403%) (354)
Net carrying amour $ 42C $ 282

b. Depreciation and amortization expenses totaledospately $89, $91 and $89 thousand for the yeaded December 31, 2011, 2010 and 2009,
respectively
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NOTE 5 - LIABILITY FOR EMPLOYEES RIGHT UPON RETIREM ENT

Israeli labor law generally requires paymens@ferance pay upon dismissal of an employee or tggorination of employment in certain other
circumstances

Pursuant to section 14 of the Israeli Sever&@uwmpensation Act, 1963, some of the Company's eyapkoare entitled to monthly deposits, at a rate of
8.33% of their monthly salary, made in their nanihwnsurance companies. Payments in accordanéesedtion 14 relieve the Company from any
future severance payments in respect of these e

The severance pay liability of the Company forriet of its employees, which reflects the undistedrmmount of the liability, is based upon

number of years of service and the latest monthlgrg. The severance pay liability is partly cadby insurance policies and by regular depositis wi
recognized severance payment funds. The Companymigynake withdrawals from the amounts fundedtfier purpose of paying severance pay. The
severance pay expenses were $155, $11$78thousand in the years ended December 31, 2011, 281009, respectivel

Defined contribution plan expenses were $190, &% $82 in the years ended December 31, 2010, 204 2009, respectively. Gain (loss) on amounts
funded in respect of employee rights upon retirenaaled to $(8), $11 and $10 thousand for theseaded December 31, 2011, 2010 and 2009,
respectively

The Company expects contribution plan expeiin 2012 to be approximately $323 thousar
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NOTE 6 - CONVERTIBLE LOANS

a.

In July 2010, InspireMD Ltd. entered into a Setiesi Purchase Agreement, pursuant to which InspiréDissued (i) 8% Senior Convertible
Debentures in the principal amount of $1.58 mill{bereafter - the "Debentures") and (i) three yearrants to purchase up to 1,014,513 shares of
common stock at an exercise price of $1.23 penestas adjusted for the Share Exchange) (heredftee Warrants") in exchange for aggregate gross
proceeds of $1.58 million (hereafter, the “Conu@etiDebenture Transaction”). The Debentures accintedest at the annual rate of 8% and were
payable on the later of (i) two months followinge@t by InspireMD Ltd. of a tax ruling from therdgli Tax Authority that the issuance of sharea of
US “shell company” in exchange for securities Hgjdshareholders and option holders of InspireMD. ktduld constitute a deferred tax event for
InspireMD Ltd and/or its security holders or (iietkix month anniversary of the issuance of the belves (the “Original Maturity Date”); provided
however, that so long as the Company was not iauliefinder the Debentures, InspireMD Ltd. had thbtrto extend the maturity date of the
Debentures to nine months following the Original Méy Date (the“ Second Maturity Da”).

If InspireMD Ltd. completed a qualified finangitin connection with a reverse merger prior to@hginal Maturity Date, or the Second Maturity Date
if applicable, the holders of the Debentures hadagption to convert the Debentures into share®wincon stock of the surviving corporation at $1.50
per share or be repaid in ca

In addition, provided that there was not an ¢wémefault, if InspireMD Ltd. completed a finangifor at least $3 million prior to the Second Métur
Date, the Debentures would automatically convea ardinary shares of InspireMD Ltd. at a 15% disunto the pricing of the new financin

Finally, if an event of default had not occurradd any Debenture was not previously converthvfing the Second Maturity Date, such Debenture
would automatically convert into ordinary sharesrspireMD Ltd. (i) if InspireMD Ltd. completed @afncing for at least $3 million prior to the one
year anniversary of the Second Maturity Date &% Hiscount to the pricing of the new financindigror if InspireMD Ltd. did not complete a
financing for at least $3 million prior to the opear anniversary of the Second Maturity Date, & |$dr ordinary shart

Upon an event of default under the Debentuheshblders had the right to demand payment ohah tunpaid principal and accrued but unpaid interes
under the Debenture

The Company elected to apply the fair value optiegarding the debentures in accordance with T8p&c(i.e. the Debenture will be measured at each
balance sheet date at fair value and the changtsfair value will be recorded in profit and 19sSee Note 3.

The proceeds from the Convertible Debenture Trdisawere allocated to the Debentures at theirfaiue with the residual proceeds ascribed to the
Warrants as follows:

Debenture at fair value - $1,133 thousand.

Warrants - $447 thousand, net of $23 thousand tdir@esaction costs.

The issuance of the Warrants was recorded in thielitlonal paid-in capital,” net of $23 thousandedir transaction costs allocated to the Warrants.
On March 31, 2011, holders of the Debentures sdemerd $667,596 of outstanding principal and intedlee under such Debentures in exchange for
shares of common stock and warrants as part dEtimepany’s private placement on such date ( hereafie “Debt Conversions’gs described in No

10.

As a result of the Debt Conversions, there was Biomof unpaid principal outstanding under theld®atures on March 31, 2011, which was repaid by
the Company in May 2011, plus all accrued intetiesteon.

On January 4, 2011, InspireMD Ltd. entered intmavertible loan agreement with its distributotsrael ( h ereafter - the “Lender”), in the amoaht
$100 thousand subject to the following conditic

« the convertible loan did not bear annual interest;
« inthe event of a share exchange or similar traiwadhe Lender would have, at its sole discrettbe option to convert the loan into either (i)
shares of the Company’s common stock at a pridd &3 per share ($10 as relates to InspireMD L&d.fii) the Company’s product at a price

of 400 euro per unit (which represents the markieedor the Lender)

« inthe event that the Company did not close a siechange or similar transaction by June 1, 2031} ender had the right to extend the loan
and its terms for up to an additional 6 monthsn@ted in Note 1, the Exchange Agreement was closddarch 31, 2011); ar

« in no event was cash required to be repaid by tragany.
On June 1, 2011, the Lender surrendered $100 thdwsfahe convertible loan in exchange for 81,164res of common stock of the Compa
In April 2008, InspireMD Ltd. entered into a contilele loan agreement with certain lenders. Under éigreement the lenders were issued convertible
notes in the aggregate principal amount of $720shnd, bearing annual interest of 10%, in exch&mg®720 thousand. While the notes did not bear a
maturity date, they were repayable on demand upavant of default. The notes were convertible ngttane, into ordinary shares of InspireMD Ltd
the option of the holders.
The notes were automatically convertible into oadynshares of InspireMD Ltd. if InspireMD Ltd. cotefed a financing that resulted in at least $1

million (hereafter - “qualified financing”), at tHewer conversion price of: (i) $1.48; or (ii) asdount of 30% on the price per share in such Qedlif
Financing.
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NOTE 6 - CONVERTIBLE LOANS (continued):

The notes were also automatically convertible ortinary shares of InspireMD Ltd. upon an initiabfia offering (hereafter — “IPO”) or upon a
consolidation, merger or sale of all assets oreshaf InspireMD Ltd. (hereafter - “exit transactiprat the lower conversion price of: (i) $1.48; or
(i) a discount of 20% on the price per share ichsexit transaction.

In accordance with ASC 470-20, “Debt with Convensamd Other Options”, the Company determined thmreeficial conversion feature existed
at the issuance date of these notes, totaling $80&and. Because these notes do not have a stdmtption date (except on an event of default),
and may be converted by the holder at any timebé&meficial conversion feature was recognized inmatety on the issuance date as a financial
expense, in the consolidated statements of opagtio

In March 2009 (hereafter - “the Redemption Dat#igse convertible notes were fully repaid (printgrad accrued interest) due to a breach of the
covenants by InspireMD Ltd. InspireMD Ltd. allocatbé proceeds paid between the portion relatedeogtiemption of the beneficial conversion
feature and that related to the convertible loasel on the guidance stipulated in ASC 470-20.0drapany measured the portion allocated to the
beneficial conversion feature based on the intimaiue of the conversion feature at the extinguisht date, which amounted to $308 thousand
(which equals the original beneficial conversioattge since the price of InspireMD Ltd.’s shareglmissuance date and the Redemption Date
was the same). Accordingly, the difference betwtberamount allocated to the beneficial converseaiure plus the loan's carrying amount, and
the cash paid, was recognized as financial incontled consolidated statements of operations.
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NOTE 7 - LONG-TERM LOAN
In January 2009, InspireMD Ltd. signed a loan agreet with Mizrahi Tefahot Bank.
According to the agreement InspireMD Ltd. is eatitto receive the following:

a. Aloan (hereafte- the“First Loar”) amounting to $750 thousand, bearing annual intégestrterly paid) equal to Libor + 4%. The loapayable
in eight quarterly installments beginning April ZD.

b. An additional loan (hereaft- the“Second Loa”) amounting to $750 thousand was to be receivedteo than August 3, 2009 and was subje
certain terms. InspireMD Ltd. did not meet the sfi@terms and therefore was not able to receieesticond loar

c. A credit line amounting to $500 thousand for theppse of financing export shipments. The credi kivas not utilized by the Compar
In addition, according to the loan agreement, iieydD Ltd. has an obligation to pay an additionab@2housand in the following events:
a. Liquidity Event of at least $100 million (as stipted in the agreement)

b. IPO in which the Company's valuation is at lea€iGdillion.

InspireMD Ltd. granted to the bank a floating ligrath of its assets, as well as a fixed lien ofitlintellectual property and rights of future pasnts

from the Company’s clients. InspireMD Ltd. also guitied to maintain in its bank account a minimun$a60 thousand in order to support an
estimated cash burn rate of 3 months of activigebleon average monthly cash flow in the precedimpBths. This amount was recorded in the
consolidated balance sheet under “Restricted castNovember 2010 InspireMD Ltd. was asked by thel pursuant to its loan agreement, to grant a
fixed lien to the bank in the amount of $300 thawsthat would replace the $250 thousand of restticash since the actual cash burn rate was higher
than the cash amount maintained in the Companyik bacount. The bank effectuated the transactidlaimuary 2011.

In March 2012, following the complete repaymenttaf loan, Mizrahi Tefahot Bank approved the relexdbe floating lien.

On July 20, 2011, Mizrahi Tefahot Bank approvedrélease of a fixed lien in the amount of $300 gamd. Following the approval, $300 thousand of
restricted cash was classified to cash and cashagnts.

On February 2009 InspireMD Ltd. received the Hisan and according to the loan agreement issue@234rdinary shares to the bank.
Subsequently, InspireMD Ltd.has estimated the falue of the First Loan, the Second Loan, the cigditand the 234,814 ordinary shares issued to
the bank using the following assumptions:

1. Discount rate of 25.13% per year calculated bygigitmar-Z score mode
2. Probability of realizing the second lo- 40%
3. Probability of realizing the credit lir- 80%

The relative fair value of each component basethervaluation report is as follows:

The First Loar- $540 thousan

The Second Loan optic- $20 thousan:

The credit line- $59 thousan:

The 234,814 ordinary shares issued to the |- $290 thousan:

PR

The First Loan was subsequently measured at aradrtiast on the basis of the effective interest otkthver the loan period.
The Second Loan option and the credit line have lbeeorded in the consolidated financial statementBinancial expenses” during 2009.
The 234,814 ordinary shares were recorded as egeityrding to their fair market value at the time.

Direct transaction costs of $41 thousand are rexbabs deferred debt issuance costs in the Contadidgalance Sheet and amortized over the
Loan period.

As of December 31, 2011 the contractual maturitthefFirst Loan is $94 thousand which was paicaimudry 2012.
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NOTE 8 - RELATED PARTIES TRANSACTIONS:

a.

In January 2009, InspireMD Ltd. signed a sub-leggeement with a company controlled by the Comigastyareholders, for a period of 12.5
months, for a monthly rent payment of $1 thousam@010, the rent period was extended for an amithii year, and the rent payments increase
10%. In 2011, the rent period was extended fordatiti@nal year

On May 6, 2008, InspireMD Ltd. entered into a cdt@wcy agreement (hereaft- the*2008 Consultancy Agreem¢’) for marketing services wit
a member of the immediate family of the CEO. Punst@athe 2008 Consultancy Agreement, InspireMD btid a fixed hourly fee of $45 (154
NIS) in Israel and a fixed daily fee of $400 wheaveling abroad with respect to the consultingises. On September 1, 2011, effective Apri
2011, the 2008 Consultancy Agreement was termiratednspireMD Ltd. entered into a new consultaagseement pursuant to which the
controlling shareholder would be retained to setw¢he Company’s vice president of sales. Purdoahe agreement, she would be entitled to a
monthly consultancy fee of $12,500 from April 1,120through June 30, 2011 and is entitled to a myrdnsultancy fee of $15,500 thereafter.
The 2011 Consultancy Agreement has no terminatite, dhut may be terminated without cause by Insirétd. upon 30 days’ notice, and may
be terminated with cause by InspireMD Ltd. immedigtepon the occurrence of certain events, suchl@®ach of fiduciary duties owed to the
Company.

During 2007, InspireMD Ltd. received a loan of $46usand from its controlling shareholders. Halfref loan was paid during 2009, and the
second half was paid during 20:

On April 1, 2005, InspireMD Ltd. entered into emyinent agreements with the Company’s presidentlem@€ompany’s CEO (both are
shareholders). Such employment agreements werecudastly amended on October 1, 2008 (in the catfieedompany’s CEO) and March 28,
2011 (in the case of the both the president an€C#®). Pursuant to these employment agreemensnasded on March 28, 2011, each officer
was entitled to a monthly gross salary of $15,¥h officer was also entitled to certain socia &imge benefits as set forth in the employment
agreements, which totaled 25% of their gross satayvell as a company car. Each officer was alsitler] to a minimum bonus equivalent to tr
monthly gross salary payments based on achieveofi@hjectives and board of directors’ approval. liEafficer was eligible to receive stock
options pursuant to his agreement following itsrabnth anniversary, subject to board approvaluthsofficer's employment was terminated with
or without cause, he was entitled to at least ixttms’ prior notice, and would have been paid hlary and all social and fringe benefits in full
during such notice period.

On April 1, 2011, the employment agreement withheafcthe Company's president and CEO was termiretddhe Company entered into a
consultancy agreement with each of the Compang'sigent and CEO for a monthly consulting fee of,%82 for each officer.

At the request of the compensation committee, edthe Company's CEO and president agreed, efieativof December 1, 2011, to terminate his
consultancy agreement, be compensated as an era@ageenter into a new employment agreement onastizly the same terms as each
officer's consultancy agreeme

During the second half of 2008, InspireMD Ltd. desed the salaries for most of its employees dtigeteconomic slowdown. InspireMD Ltd.
also decreased the salaries of the president a Tleir salaries were decreased 25%, and an addit?5% was accrued and recorded in
“Accounts payable-trade.” The accrued amounts \idhg paid as of the December 31, 2010.

In September 2009, the 25% decrease in salariesiloed above was cancelle
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f. InspireMD Ltd. entered into a new license agreemene a unique stent design developed by an Aaredompany own by a former director of
InspireMD Ltd. (hereafte- “ MGuard Prim”). See Note9b.

g. Certain directors of the Company were granted optio purchase shares of the Com|'s common stock, see Note :
h. Balances with related partie

December 31
2011 2010
($ in thousands)

Current liabilities:

Trade payabl $ 2 $ 3
Other accounts payak $ 22 % 121
Loans from shareholde $ 20

i . Transactions with related partie

Year ended December 3.
2011 2010 2009
($ in thousands)

Expenses
Share based compensat $ 821z $ 23 % -
Salaries and related expen $ 147 $ 241 % 152
Consulting fee $ 445 3 22¢€ 3 194
Financial expense $ 1
Rent income $ (16) $ 15 $ (13)
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NOTE 9 - COMMITMENTS AND CONTINGENT LIABILITIES:
a. Lease commitments:

1) The Company leases its current premises for a ghéeginning February, 2007 and ending February2Z

The Company signed an agreement in December 20&4de its future premises for a period beginnarquary 2012, and ending Decen
2014.

“Rent expenseincluded in the Statement of Operations totaled@pmately $119, $131 and $126 thousand for thesyeaded Decemkt
31, 2011, 2010 and 2009, respectively.

As of December 31, 2011, the aggregate future mininkease obligations of office rent under rzamcelable operating leases agreen
were as follows:

($ in thousands

Year Ended December 3

2012 $ 26&
2013 25C
2014 25C

s 76

2) The Company leases the motor vehicles unde-cancelable operating lease agreeme

As of December 31, 2011, the aggregate future minimlease obligations for motor vehicles under paneelable operating lea
agreements were as follows:

($ in thousands

2012 $ 38
2013 37
2014 17

$ 93

b. License Agreement:
In March 2010, the Company entered into a neanlse agreement to use a unique stent design geddy an American company owned by a
former director of InspireMD Ltd. (hereafter — “MGuaPrime”). According to the agreement, the liceris@ntitled to receive 7% royalties for
sales outside the US and inside the US as foll@¥sroyalties for the first $10 million of net sal@sd 10% royalties of net sales exceeding the
$10 million. The Company began manufacturing theld@ Prime during the last quarter of 20

C. Fixed Lien

As of December 31, 2011 the Company had fixed l@nsunting to $91 thousand to Bank Mizrahi and Blasmi in connection with the
Company'’s credit cards.
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NOTE 9 - COMMITMENTS AND CONTINGENT LIABILITIES  (continued):

d.

Litigation:

The Company is a party to various claims arisintheordinary course of its operations in the aggte amount of $10 thousand. The Company
has not recorded an expense related to damagesmection with these matters because managematcahsidering the views of its legal
counsel as well as other factors, is of the opiniai a loss to the Company is neither probablasian amount or range of loss that is estimable.

In February 2011, representatives of a third pgdycated that they intend to seek damages fronCtimapany in connection with certain finders’
fees that they claim are owed to them. The claisialgmand was for approximately $1 million. Theimlants’ most recent settlement demand,
conveyed in April 2011, was for a total of $250ukand in cash and 250,000 shares of the companyoorstock. To date, no lawsuit has been
filed and the Company has not accrued an expensanimection with this matter because the Compamgsagement, after considering the views
of its legal counsel as well as other factorsfithe opinion a loss to the Company is neither pbdé nor is an amount or range of loss that is
estimable.

In March 2009, a service provider submitted a clagainst the Company in the amount of $150 thougatite Magistrate’s Court in Tel Aviv,
claiming a success fee for assistance in locatotgrial investors and lenders with respect tcaa lagreement entered into with a bank. On April
11, 2011, the Company received a court ruling tingche Company to pay the service provider anwarhof $105 thousand. Since both parties
had claims against the court ruling, they renegediand on June 5, 2011, signed a settlement agréexocording to which the Company paid $96
thousand and issued 18,785 shares of common sébe&d/at $51 thousand. The Company has recordedmense of $147 thousand for the year
ended December 31, 2011 in “General and administ’atvithin the Consolidated Statements of Operaio

In November 2010, a former senior employee subthételaim against the Company in the total amo@f#80 thousand and options to purchase
2,029,025 shares of the Company at an exercise pfi$0.001 per share in the Magistrate’s CoutiteéhAviv, claiming unpaid back wages and
commissions. The fair value of those options wdsedusing the Black-Scholes valuation model ab $2illion as of the period he claimed to be
entitled to the options. The Company’s managemieat eonsidering the views of its legal counsehadl as other factors has recorded a provision
of $20 thousand in the financial statements in 28@®is of the opinion an additional loss to thenPany is neither probable nor is an amount or
range of loss that is estimable.

In November 2010, a former alleged founder andlladaisor of the Company submitted a claim agaimstCompany for options to purchase
496,056 shares of the Company at an exercise @fi$8.001 per share in the Magistrate’s Court inA&l. The fair value of those options was
estimated using the Black-Scholes valuation mot$lL84 thousand as of the grant date. It was du#005 and 2006 that the Company first
became aware of the events that gave rise toitiigiation. Also, during this time, the Company hdidcussions with the plaintiffs on an informal
basis. The Company’s management, after considémmgiews of its legal counsel as well as othetdes, has recorded a share-based
compensation expense of $134 thousand recordée ipetar ended December 31, 2006, in respect oicssrallegedly provided in 2005 and 2006.
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NOTE 9 - COMMITMENTS AND CONTINGENT LIABILITIES  (continued):

In November 2010, a former legal advisor of the @any submitted in the Magistrate’s Court in Tel\Agi claim against the Company in the total
amount of $53 thousand due to a breach of employpremise. It was during 2005 and 2006 that then@any first became aware of the events
that gave rise to this litigation. Also duringghime, the Company had discussions with the ptaor an informal basis. The Company’s
management, after considering the views of itsllegansel as well as other factors, has recordaasion in the amounting to $53 thousand
recorded in the year ended December 31, 2006.Thep@oy, based upon the opinion of its legal couhaslrecorded a provision of $53 thousand
allocated to the year ended December 31, 2006.

In regards to the two claims against the Compabynstied by a former alleged founder and legal antvis the Company, in November 2010,
described above, following a mediation meeting eldanuary 2012, the parties reached the followetjement agreement: (i) the plaintiff shall
be the owner of options to purchase 194,786 sttdreesmmon stock of the Company and withdraw iténeléor the remaining 301,272 options;

and (ii) the Company would withdraw its countensiagainst the plaintiff. In January 2012, the BéstCourt in Tel Aviv approved the aforesaid
settlement and a corresponding judgment was giyehdcourt. Following the aforementioned meetiedd in January 2012, the parties reached a
settlement agreement according to which the pfaiwbuld withdraw its claim in its entirety. A mionh to approve such settlement was filed with
the Labor Court in Tel Aviv in January 2012. Foliog the settlement agreement, as of December 311,,20e provision in the amount of $53
thousand was reversed.

In February 2011, a finder submitted a claim agaims Company in the amount of $327 thousand irMhgistrate’s Court in Tel Aviv, claiming a
future success fee and commission for assistanfedimg the Company's distributor in Brazil. TBempany’s management, after considering the
views of its legal counsel as well as other fagtbes recorded a provision of $327 thousand iffitiecial statements in 2011. The related
expense has been recorded to “General and adrainistrwithin the Consolidated Statements of Ogerat. On October 5, 2011, the Company
filed a counter claim against the plaintiff in tamount of $29 thousand.

In August 2011, a former senior employee submitbeithe Regional Labor Court in Tel Aviv a claim aga the Company for (i) a compensation
of $118 thousand; and (ii) a declaratory rulingt thevis entitled to exercise 486,966 options tapase the Company’s shares of common stock at
an exercise price of $0.001 per option. After cdtimsy with its legal advisor the Company is unatideassess the probable outcome of this claim.

In November 2011, a previous finder of InspireMD Lthereafter - the “Subsidiary”) submitted to Magister Court in Tel Aviv a claim against
the Company, the Subsidiary and the Company’s éasand CEO for a declaratory ruling that it iiteed to convert 13,650 options to purchase
the Subsidiary’s ordinary shares in an exerciseepof $3.67 per option into 110,785 of the Compangmmon stock at an exercise price of $0.45
per option, and to convert 4,816 options to puretthe Subsidiary’s ordinary shares in an exeraige pf $10 per option into 39,087 of common
stock at an exercise price of $1.23 per optione’Afbnsulting with its legal advisor the Companuyngble to assess the probable outcome of this
claim.

In December 2011, a statement of claim agains€tmpany submitted by an alleged employee, regaf®dg357 options to purchase the

Company's shares. The Company filed its defensi@srcase on March 11, 2012. After consulting theews of its legal counsel as well as other
factors, the Company is unable to assess the pibatcome of this claim.
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NOTE 10 — EQUITY (CAPITAL DEFICIENCY)

a.

Share capital

As of December 31, 2011 the Company has authofi3&¢D00,000 shares of capital stock, par valueORL@er share, of which 125,000,000 are
shares of common stock and 5,000,000 are shafetaok check” preferred stock.

Share exchange and private placement agreements aslare issuance

As noted in Note 1 above, in connection with thar8lExchange, the Company issued 50,666,663 shiitsscommon stock in exchange for
6,242,754 ordinary shares of InspireMD Ltd., whiepresented all of InspireMD Ltd.’s outstanding slsaresulting in InspireMD Ltd. became a
wholly owned subsidiary of the Company.

In connection with the Share Exchange, the Campdso assumed all of InspireMD Ltd.’s obligatiansder InspireMD Ltd.’s outstanding stock
options. Immediately prior to the Share ExchamggpireMD Ltd. had outstanding stock options toghase an aggregate of 937,256 ordinary
shares, which outstanding options became optiopsrithase an aggregate of 7,606,770 shares of coratack of the Company after giving effi
to the Share Exchange. In addition, three-yearamés to purchase up to 125,000 ordinary sharésspfreMD Ltd. at an exercise price of $10 per
share were assumed by the Company and converted/artants to purchase 1,014,500 shares of the @oy'gpcommon stock at an exercise pi
of $1.23 per shart

In connection with the closing of the Share Exclearige Company sold 6,454,002 shares of its constamk at a purchase price of $1.50 per s
and five-year warrants to purchase up to 3,226s9@9es of common stock at an exercise price 00§ie8 share in a private placement to
accredited investors (tt Private Placeme”).

As part of the Private Placement, certain hadgrthe Debentures surrendered $667,596 of oulstaiprincipal and interest due under such
Debentures in exchange for 445,064 shares of constomk and warrants to purchase an aggregate g5225hares of common stock (the “Debt
Conversions”). The number of shares of common samckwarrants issued in connection with the Debitv@csions are included in the aggregate
figures for the Private Placement. As a result,Gbenpany received aggregate cash proceeds of $8@1LB the Private Placeme

In connection with the Share Exchange, the Campdso entered into a stock escrow agreementaeittain stockholders, pursuant to which these
stockholders deposited 1,015,622 shares of commoeck Beld by them and warrants to purchase 8325@@es of common stock into escrow.
These shares and warrants were to be released @otinpany for cancellation or surrender to anedgssignated by the Company should the
Company have $10 million in consolidated revense;atified by the Company’s independent auditdusing the first 12 months following the
closing of the Private Placement, yet fail, aftggoad faith effort, to have the Company’s commarcktapproved for listing on a national securities
exchange. If the Company failed to record at I8a8tmillion in consolidated revenue during thetfit2 months following the closing of the Priv
Placement or have its common stock listed on @natisecurities exchange within 12 months followting closing on the Private Placement, these
escrowed shares were to be released back to ttiehstders
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As it appeared unlikely that the Company woulds$ptihe revenue threshold set forth above, on Ndneari6, 2011, the Company's board of
directors approved the release of the 1,015,62&skd common stock and warrants to purchase 88%béres of common stock then held in
escrow in order to immediately increase the Comjsamyblic float.

In connection with the Share Exchange, the Compssued certain consultants five-year warrants tohmse up to an aggregate of 2,500,000
shares of common stock at an exercise price of0§ieb share in consideration for consulting ses/iedated to the Share Exchange, which
warrants have a fair value of $1.5 million. The exges related to the issuance of the warranteaoceded as shafgased compensation and tree
as issuance costs.

In connection with the Private Placement, the Camypzaid placement agent fees of approximately $860sand and issued five-year warrants to
purchase 373,740 shares of the Company’s commak at@n exercise price of $1.80 per share to kbeement agent for this Private
Placement. The fair value of the warrants is $b2isand.

During the first quarter of 2011 and prior to tHea& Exchange, InspireMD Ltd. raised approxima#890 thousand and issued approximately
803,000 ordinary shares through private placements.

On April 18, 2011, the Company issued 666,667 shafés common stock and five-year warrants tachase 333,333 shares of the Company’s
common stock at an exercise price of $1.80 peresiiar an aggregate purchase price of $1.0 miiliom private placement.

On April 18, 2011, the Company issued 283,334 shafés common stock and five-year term warraatsurchase 141,667 shares of the
Company’s common stock at an exercise price of(bfie8 share, for an aggregate purchase price & $#fisand in a private placement.

In connection with the above-referenced transastfoom April 18, 2011, the Company paid placemeyard fees of approximately $471 thousand
which were recorded as issuance costs and fivetgearwarrants to purchase 57,000 shares of thep@oyncommon stock at an exercise price of
$1.80 per share to the placement agent in thiefmiplacement. The fair value of those warrantsuantiing to $67 thousand is estimated using the
Black-Scholes valuation model.

On April 21, 2011, the Company issued 33,333 shafrés common stock, and five-year term warrantpurchase 16,667 shares of the Company’
common stock at an exercise price of $1.80 pereshiar an aggregate purchase price of $50 thouiseagbrivate placement.

On October 31, 2011, the stockholders approveaditieorization of the board of directors, in itsadétion, to amend the Amended and Restated
Certificate of Incorporation of the Company to effa reverse stock split of the Company’s commonlsat a ratio of one-for-two to one-for-four,
such ratio to be determined by the board of dimscfioereafter - the “Reverse Stock Split”), whigipeoval will allow the board of directors to
effect the Reverse Stock Split any time prior t® @ompany’s annual meeting of stockholders in 2012.

As of December 31, 2011, the Company had yet ecethe Reverse Stock Split.
c. Share Based Compensatio
1) On March 28, 2011, the board of directors and stolddrs of the Company adopted and approved therédp, Inc. 2011 UMBRELL/
Option Plan (the “Umbrella Plan”). Under the UnllaéPlan, the Company reserved 9,468,100 sharéiseo€ompanys common stock :
awards to the employees, consultants, and serviceders to the Company and its subsidiaries arfidiaéés worldwide. At a speci

meeting of stockholders of the Company held on Bat®1, 2011, the stockholders approved an amerdiméine Umbrella Plan to add
additional 5,531,900 shares of common stock tda & 15,000,000 share
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The Umbrella Plan currently consists of three congmis, the primary plan document that governswadirds granted under the Umbr
Plan, and two appendices: (i) Appendix A, desigdte the purpose of grants of stock options arsdricted stock to Israeli employe
consultants, officers and other service provideid @ther norldS employees, consultants, and service provides(i§ Appendix B, whicl
is the 2011 US Equity Incentive Plan, designatedttie purpose of grants of stock options and st stock awards to US employ¢
consultants, and service providers who are subjettte US income tax.

The Umbrella Plan is administered by the compeosatommittee of the board of directors. Unless teated earlier by the board
directors, the Umbrella Plan will expire on March 2021.

US federal income tax consequences relating tdrémsactions described under the Umbrella Plarsetréorth in Section 409A, which w
added to the Internal Revenue Code of 1986, as @edefhereafter - the “Codegnd treasury regulations in 2004 to regulate gesyo
deferred compensation. If the requirements ofi8e@09A of the Code are not satisfied, deferremipensation and earnings thereon wil
subject to tax as it vests, plus an interest chatghe underpayment rate plus 1% and a 20% peteadtyCertain stock options and cer
types of restricted stock are subject to Sectid46f the Code.

Israel income tax consequences of awards of optiodsr the Umbrella Plan is general and does ngtgouto be complete. Pursuant to
current Section 102 of the Ordinance, which cante @ffect on January 1, 2003, options may be gdatiteough a trustee (i.e., Approy
102 Options) or not through a trustee (i.e., Unaped 102 Options).

2)  As of December 31, 2011, the Company had resenid504 ordinary shares for issuance under thesplehe following table summariz
information about warrants and share options toleyees:
2011 2010 2009

Number of Weighted Number of Weighted Number of Weighted

warrants and average warrants and average warrants and average
options exercise price options exercise Price options exercise Price
Outstanding¢- beginning of yea 3,5602,09° $ 0.6¢ 2,057,430 $ 0.65 2,447,160 $ 0.5¢
Granted* 6,292,411 1.9z 1,785,54. 0.62 227,25 0.7¢
Forfeited (723,489 1.6¢ (340,87¢) 0.6t (158,269 0.8t
Exercised (1,000,000) 15 - - (458,723) -
Outstanding - end of year 8,071,02. $ 1.4 3,502,09 $ 0.6¢ 2,057,43( $ 0.6E
Exercisable at the end of the year 2,868,46. $ 0.71 2,204,531 $ 0.74 1,034,128 $ 0.3
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The following table summarizes information aboutnaats and share options to non-employees:

2011 2010 2009

Number of Weighted Number of Weighted Number of Weighted

warrants and average warrants and average warrants and average
options exercise price options exercise Price options exercise Price
Outstanding- beginning of yea 4,697,600 $ 0.3¢ 3,739,990 $ 0.2 3,382,14. $ 0.1
Granted* 3,963,32: 1.4¢ 1,079,441 1.21 357,76t 1.07
Forfeited (258,909 0.62 (121,74 = = =
Exercised - - - - - -
Outstanding - end of year 8,402,02: $ 0.9¢ 4,697,600 $ 0.3¢ 3,739,90i $ 0.2
Exercisable at the end of the year 8,199,85! $ 0.9¢ 463558 $ 0.4 3,439,94. $ 0.12

* Including 1,450,000 and 97,394 options with pemfance conditions to employees and non-employespectively, see Note 2m.
The following table provides additional informatiabout all warrants and options outstanding andogsable:
Outstanding as of December 31, 201
Weighted
average

Warrants and remaining Warrants and

Options contractual life Options

Exercise price outstanding (years) exercisable

0-0.001 3,545,78: 5.0¢ 3,205,92:
0.01 - - -
0.183 205,01: 3.64 205,01:
0.188 334,54! 4.2t 334,54!
0.45 - - -
0.655 149,86¢ - 149,86¢
0.99 584,35’ 6.2€ 584,35’
1.23 3,855,04: 4.6C 3,381,601
15 3,175,26: 4.1¢ 2,581,16:
1.725 14,60¢ 7.0C 14,60¢
1.75 81,16 4.4z -
1.8 490,40° 4.2¢ 490,40°
1.93 255,00( 4.4¢ -
1.95 3,227,001 9.8¢ 120,83¢
2.00 40,00( 4.67 -
21 10,00( 10 -
25 500,00( 9.5¢ -
2.6 5,00( 4.4¢ -
16,473,04 5.8C 11,068,32

The weighted average of the remaining contracitebf total vested and exercisable warrants arttog for the year ended December
2011 is 4.41 years.

The aggregate intrinsic value of the total outstagdvarrants and options as of December 31, 201116433 thousand. The aggret
intrinsic value of the total exercisable warranid aptions as of December 31, 2011 is $14,179 thulis

The total intrinsic value of options exercised dgrthe year ended December 31, 2011 was $800 thduli® options were exercised dui
the years ended December 31, 2010 and 2009.

The total cash received from a director as a rafudtock option exercise for the year ended De@mdi, 2011 was $1,500 thousand.
Note 10i.
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The weighted average fair value of warrants aniboptgranted was approximately $0.89, $0.82 an@iébfar the years ended Decembet
2011, 2010 and 2009, respectively. The weightedaameefair value of warrants and options granted asténated by using the Black-

Scholes option-pricing model.

3) The following table sets forth the assumptions thate used in determining the fair value of optigmanted to employees for the ye
ended December 31, 2011, 2010 and 2!

Year ended December 3.

2011 2010 2009
Expected life 0.17-6.5 year 5.25-6 year: 5.54-6 year:
Risk-free interest rate 0.03%-2.7%% 1.7%-2.65% 1.7%-2.4%%
Volatility 55%-71% 79%-80% 75%-79%
Dividend yield 0% 0% 0%

The following table sets forth the assumptions thate used in determining the fair value of warsaantd options granted to nemployee
for the years ended December 31, 2011, 2010 an@: 200

Year ended December 3.

2011 2010 2009
Expected life 1-10 year 9.7-10 year 9-10 year
Risk-free interest rate 1.02%-3.3<% 2.65%-3.01% 3.4%-3.5%
Volatility 53%-62% 87% 86%-91%
Dividend yield 0% 0% 0%

The expected term for most of the options grantgldin vanilla was determined using the simplifiedthod, which takes into considerat
the option’s contractual life and the vesting pési¢for non-employees the expected term is equdemptions contractual life), since t
Company does not have sufficient historical exerdiata to provide a reasonable basis upon whiebtimate expected term.

The Company estimates its forfeiture rate basedsoemployment termination history, and will contento evaluate the adequacy of
forfeiture rate based on analysis of employee twendehavior, and other factors (for nemployees the forfeiture rate is nil). The an
risk free rates are based on the yield rates af eeapon nonndex linked US Federal Reserve treasury bond#sthe exercise price a
the share price are in US Dollar terms. The Comimexpected volatility is derived from historicallatiities of companies in compara
stages as well as companies in the industry. Eamhp@nys historical volatility is weighted based on cartdactors and combined
produce a single volatility factor used by the Camp
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4) As of December 31, 2011, the total unrecogghicompensation cost on employee and non-empkigek options, related to unvested stock-
based compensation amounted to approximately $4H@¥%and. This cost is expected to be recognized @ weightedaverage period
approximately 1.78 years. This expected cost doednlude the impact of any future st-based compensation awar
The following table summarizes the allocation datshare-based compensation expense in the cdasaldi statements of operations:

Year ended December 3

2011 2010 2009
($ in thousands)
Cost of revenue $ 35C % 16C $ 49
Research and developme 267 53€ 35€
Sales and marketir 431 55 92
General and administrative 8,54: 86¢ 65
$ 9,59 $ 1,62 $ 562

The Company recorded an amount of $1,955, $20 aadi®usand of share based compensation in thé@ddipaidin capital in the yea
ended December 31, 2011, 2010 and 2009, respsctivel

The Company recorded an amount of $62 thousantiaeshased compensation as part of the fixed ass#ie year ended December
2011.

5) On July 11, 2011, the board of directorshef Company appointed Mr. Sol J. Barer as a neectlir, (hereafter - “Director A”)ith a tern
expiring at the Compang’2012 annual meeting of stockholders. In conneatigh his appointment, Director A was granted gtian tc
purchase 1,000,000 shares of the Company’s commogk at an exercise price of $1.50 per share, éfine- the “$1.50 Option”).The
$1.50 Option was exercisable immediately until 8eyier 30, 2011. In calculating the fair value ofiaps granted under shabase:
remuneration arrangements the Company used thenvall) assumptions: dividend yield of 0% and exp&drm of 0.11 year; expeci
volatility of 53%; and ris-free interest rate of 0.17¢

In addition, in connection with his appointmentréitor A was granted an option to purchase 500sb@@es of common stock at an exel
price of $2.50 per share, the closing price ofdgbemon stock on the date of grant (hereafter “$250 Option”),subject to the terms a
conditions of the 2011 US Equity Incentive Plasua-plan of the Company2011 new Option Plan approved on March 28, 28&iegfte

- “2011 Umbrella Option Plan”). The $2.50 Optioests and becomes exercisable in three equal amatallments beginning on the one-
year anniversary of the date of grant, provided ithahe event that Director A is either (i) notlected as a director at the Compan301:
annual meeting of stockholders, or (ii) not nomémbfor reelection as a director at the Compara012 annual meeting of stockholders
option vests and becomes exercisable on the dagetDi A fails to be reelected or nominated. Th&&@2ption has a term of 10 years fi
the date of grant. In calculating the fair valueapitions granted under share-basethuneration arrangements the Company use
following assumptions: dividend yield of 0% and egfed term of 5.5-6 years in each year; expectéatiity of 62%-63%; and riskree
interest rate of 1.67%-1.85%.
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6)

The fair value of the options granted to the abmestioned new director, using the Black-Scholesoogpricing model, was approximatt
$1.7 million.

On September 28, 2011, Director A exercised thBDption to purchase 1,000,000 shares of commamk stesulting in gross proceed:
the Company of $1.5 million.

On November 16, 2011 the Compasyoard of directors approved the appointment oé@or A as the chairman of the board of direc
In connection with his appointment as chairmarheftboard of directors, the Company issued Dire&t8r900,000 shares of common st
and 2,900,000 stock options to purchase shareowin@n Stock at an exercise price of $1.95 per shiaeeclosing price of the Comm
Stock on the date of grant. The fair value of thev& granted shares is approximately $5.7 milliod will be recorded as an expense ir
financial statements ended December 31, 2011.ltuleding the fair value of options granted undeargbased remuneration arrangem:
the Company used the following assumptions: dividgield of 0% and expected term of 5.5 years irhgaar; expected volatility of 61.6'
and riskfree interest rate of 1.07%. The options have tesfrif) years from the date of grant, and the vggtnms are as follows: tranche
vests and become exercisable in twenty four equaitity installments, tranches B and Qests and become exercisable upon me
certain performance conditions. The fair valuehef dptions granted above, using the Black-Schqd&smpricing model was approximate
$3.1 million.

On August 5, 2011 and effective August 8120the Board appointed another two new directbesegafter - “Director B” and Directoi
C”). Director B was appointed for with a term expg at the Companyg’' 2012 annual meeting of stockholders and DireCtaras appointe
for a term expiring at the Compasy2013 annual meeting of stockholder. In connectiith their appointment, the directors were ¢
granted an option to purchase shares of Commork &toan exercise price of $1.95 per share, therggsrice of the Common Stock on
date of grant (hereafter - the “$1.95 Option3He grant to Director B was for 100,000 sharesiarstibject to the terms and conditions of
2011 US Equity Incentive Plan, a sub-plan of thenBanys 2011 Umbrella Option Plan. The grant to Dire@owas for 25,000 shares ¢
is subject to the 2006 Employee Stock Option Péasub-plan of the Comparsy2011 Umbrella Option Plan. The $1.95 Optionss/asi
become exercisable in two equal annual installmbatgnning on the one-year anniversary of the dagrant. In the case of Director 8’
option, in the event that the Director B is eit(igmot reelected as a director at the Comparg012 annual meeting of stockholders, o
not nominated for reelection as a director at tbenfanys 2012 annual meeting of stockholders, the optasisrand becomes exercisabl
the date of Director B’s failure to be reelectednominated. In the case of Directors@ption, in the event that Director C is requite
resign from the Board due to medical reasons, tli®m vests and becomes exercisable on the ddbéreftor C's resignation for medic
reasons. The $1.95 Options have terms of 10 yearsthe date of gran
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In calculating the fair value of options grantedlensharesased remuneration arrangements, the Company hieddlbbwing assumption
dividend yield of 0% and expected term of 3-4 yeamsach year; expected volatility of 67%-70%; aisét-free interest rate of 0.45%78%

The fair value of the options granted to the abaestioned new directors, using the Black-Scholgmpgpricing model, is approximate
$118,000.

In addition, on August 5, 2011, 324,644 stock amgiovere granted to former directors at a cash esemrice of $1.23 per share replac
324,644 stock options held by former directors tgbired during the second quarter of 2011. Thioop had terms of five years.
calculating the fair value of options granted undkarebased remuneration arrangements the Company usefbltbwing assumption
dividend yield of 0% and expected term of 5 yeargected volatility of 62%; and risk-free intereatie of 1.23%.

The fair value of the options granted to the abmestioned former directors, using the Black-Scholesonpricing model is approximate
$445,000.

7) During 2011, the Company entered into inmeselations consulting agreements (hereafter -“@ansulting Agreements™yith investo
relations companies (hereafter - the “Advisots’provide investor relations services. Pursuarihé Consulting Agreements, in additiol
monthly fees in a range of $3,0- $15,000, the Company issued to the Advis

« aone-year warrant to purchase 81,161 shares afhoonstock of the Company at an exercise price &3fer share, valued at
$21,000

« 50,000 restricted shares of the Comf's common stock, valued at $62,000, and e-year warrant to purchase 50,000 share
common stock of the Company at an exercise pri &0 per share, valued at $30,C

« 25,000 shares of the Company’s common stock, vat&68,750.

The Company recorded share-based compensationsegeh$181,750 related to these issuances.
NOTE 11 - TAXES ON INCOME
a. Tax laws applicable to the Company and its subsidiges
Taxation in the United States

InspireMD Inc. is taxed under US tax laws.

Taxation in Israel
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InspireMD Ltd. is taxed under the Israeli income ¢adinance.

On December 6, 2011, the “Tax Burden Distributi@wf’ Legislation Amendment (2011) was publishedhia Official Gazette. Under this law,
the previously approved gradual decrease in theotate tax rate was cancelled. The Corporate taxwal increase to 25% beginning 2012.

Taxation in Germany

InspireMD GmbH is taxed according to the tax law&grmany. Accordingly, the applicable tax ratesamgorate tax rate of 15.825% and trade
tax rate of 15%.

F-34




INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 11 - TAXES ON INCOME (continued):
b. Tax rate applicable to the Company
Amendment of the Law for the Encouragement of Capil Investments, 1959

The Israeli Law for Encouragement of Capital Inmestits, 1959 (hereafter - the “law”) was amendepaasof the Economic Policy Law for the
years 2011-2012, which was passed in the Knedeetgtaeli parliament) on December 29, 2010 (h&geathe “amendment”). The amendment

becomes effective as from January 1, 2011.

The amendment sets alternative benefit tracksamites currently in place under the provisiondefltaw, as follows: investment grants track
designed for enterprises located in national dgareknt zone A and two new tax benefits tracks (prefeenterprise and a special preferred
enterprise), which provide for application of afied tax rate to all preferred income of the compas defined in the amendment.

The tax rates at company level, under the law:

Development Other Areas in

Years Zone A Israel
"Preferred enterprise
2011-2012 10% 15%
20132014 7% 12.5%
2015 and thereafts 6% 12%
"Special Preferred Enterpris
5% 8%

commencing 201

The benefits granted to the preferred enterprisédevunlimited in time, unlike the benefits gradtto special preferred enterprises, which will be
limited for a period of 10 years. The benefits bhalgranted to companies that will qualify undetecia set in the amendment; for the most part,
those criteria are similar to the criteria that vset in the law prior to its amendment.
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Under the transitional provisions of the amendmantisraeli company will be allowed to continue amjby the tax benefits available under the
law prior to its amendment until the end of theigetof benefits, as defined in the law. The compaiiybe allowed to set the "year of election" no
later than tax year 2012, provided that the miningquralifying investment commenced not later thanetheé of 2010. On each year during the
period of benefits, the company will be able to faptapplication of the amendment, thereby makivajlable to itself the tax rates as above.
Company's opting for application of the amendmsitrecoverable.

Measurement of results for tax purposes under the Income Tax (Inflationary Adjustments Law), 1985 (“Inflationary
Adjustments Law”), in Israel

Pursuant to the Israel Income Tax Law (Adjustmémtdnflation), 1985 (hereinafter - the Adjustmeh&w), the results for tax purposes have been
measured through 2007 on a real basis, based ogeta the Israel Consumer Price Index. The Comjsataxed under this law.

Under the Israel Income Tax Law (Adjustments fdtation) (Amendment No. 20), 2008 (hereinaftere timendment), the provisions of the
Adjustments Law will no longer apply to the Companyhe 2008 tax year and thereafter, and therefbeeresults of the Company will be
measured for tax purposes in nominal terms. Thendment includes a number of transition provisiegarding the end of application of the
Adjustments Law, which applied to the company tigtothe end of the 2007 tax year.

c. Carry forward tax losses
As of December 31, 2011, InspireMD Ltd. had a retycforward tax loss of approximately $19 millidgnder Israeli tax laws, the carry forward
tax losses of the InspireMD Ltd. can be utilizedsfinitely. InspireMD GmbH had a net carry forwaaa loss of approximately $10 thousand.
Under German tax laws, the carry forward tax losdebe subsidiary can be utilized indefinitelysjrireMD, Inc. had a net carry forward tax loss
of approximately $500 thousand.

d. Tax assessment
The Company and its subsidiaries have not beessesgdor tax purposes since incorporation.

e. The components of loss before income taxes are afidws:

Year ended December 3
2011 2010 2009
($ in thousands)

Profit (loss) before taxes on incon

InspireMD, Inc. $ (7,029 $ - $ -
InspireMD Ltd. (7,636 (3,115 (2,624
InspireMD GmbH 2 (25€) (53)

$ (14,669 $ (3,379 $ (2,677%)

Current taxes on income

The tax expenses in the amount of $2, $47 and I$diFsand for the years ended December 31, 2011, 204 @009, respectively, are in respes
non-US operations.

Following is a reconciliation of the theoreticak expense, assuming all income is taxed at thelaetax rates applicable to the company in Israel
(see c. above), and the actual tax expense:
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Year ended December 3

2011 2010 2009
($ in thousands)

Loss before taxes on income, as reported irstatements of operatio $ 14,66 $ 337 $ 2,671

Theoretical tax benef (4,985 (1,14% (910)

Increase in tax benefit resulting from permanefiedénces 594 431 92
Increase in taxes on income resulting from the adatpn of deferred taxes at a rate which is défifer

from the theoretical rat (11€) 62 24

Increase (decrease) in uncertain tax posit- net (53) 30 30

Decrease in theoretical tax benefit resulting farsidiaries different tax ra 1,38t 304 214

Change in corporate tax rates, see c al (545) - 481

Change in valuation allowance 3,722 367 11€

$ 2 $ 47 $ 47

As of December 31, 2011, 2010 and 2009, the Comgatermines that it was more likely than not that benefit of the operating losses would
not be realized and consequently, management abectithat full valuation allowance should be estigld regarding the Company's deferred tax
assets.

The changes in the valuation allowance for thegyeaded December 31, 2011 and 2010:

Year ended December 3

2011 2010
($ in thousands)
Balance at the beginning of the y: $ 3,19 $ 2,82¢
Changes during the ye 3,722 367
Balance at the end of the ye $ 6,91¢ $ 3,19¢

f.  Accounting for Uncertain Tax position
Following is a reconciliation of the total amounfs¢he Company's unrecognized tax benefits dutiegyears ended December 31, 2011 and 2010:

December 31

2011 2010
(% in thousands)

Balance at beginning of ye $ 60 $ 30
Increase in unrecognized tax bene

as a result of tax positions taken during the 30
Decrease in unrecognized tax bene

as a result of tax positions taken during a prieary (60)

Balance at end of year $ - $ 60
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 11 - TAXES ON INCOME (continued):

All of the above amounts of unrecognized tax besefiould affect the effective tax rate if recognize

A summary of open tax years by major jurisdictisipresented below:

Jurisdiction Years
us 200¢-2011
Israel 200¢-2011
Germany 200¢-2011

g. Deferred income tax:

December 31

2011 2010
(% in thousands)

Shor-term :
Allowance for doubtful accoun $ 37 $ 36
Provision for vacation and recreation pay 69 38
10€ 74

Long-term :
R&D expense:! 522 531

Share based compensat 27€

Carry forward tax losse 6,00(C 2,58
Accrued severance pay, net 14 9
6,81 3,122
Less-valuation allowanci (6,91%) (3,19¢)
$ - $ -
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 12 - SUPPLEMENTARY FINANCIAL STATEMENT INFORMA TION:
Balance sheets:

December 31
2011 2010
($ in thousands)

a. Accounts receivable:
1) Trade:
Open account $ 2,42¢ $ 99¢
Allowance for doubtful accoun (142) (14€)
$ 2,28.  $ 852
2) Other:
Due to government institutior $ 68 $ 56*
Advance payments to supplie 32
Fund in respect of employee right upon retiren 8
Other 18 11
$ 11€  $ 75
* The amount was subsequently paid in January 2011.
b. Inventories:
December 31
2011 2010
($ in thousands)
Finished good $ 741 % 957
Work in proces: 1,044 573
Raw materials and supplies 27€ 174
$ 2,061 $ 1,704
c. Inventory on consignment

The changes in inventory on consignment duringytes ended December 31, 2011 and 2010 are aw$ollo

As of December 31, 2011 and 2010 Inventory on ggmsent included an amount of $110 thousand and $8¥isand, respectively related to
products sales for which product returns couldb®teliably estimated with the remainder relatmg@roducts sales for which returns were relie

estimated.
Year ended December 3.
2011 2010
($ in thousands

Balance at beginning of ye $ 3711 $ 1,09:
Costs of revenues deferred during the \ 11C 32€
Costs of revenues recognized during the year (377) (1,04¢)
Balance at end of year $ 11C  $ 371
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INSPIREMD, INC.

(FORMERLY SAGUARO RESOURCES, INC.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 12 - SUPPLEMENTARY FINANCIAL STATEMENT INFORMA TION (continued):

d.

e.

Accounts payable and accruals - others:

Employees and employee institutic
Accrued vacation and recreation

Accrued expense
Due to government institutior

Liability for employees rights upon retireme

Provision for return:
Taxes payable

Deferred revenues

Balance at beginning of ye
Revenue deferred during the y«

Revenue recognized during the y

Balance at end of ye

Statements of Operation:

f.

Financial expenses (income), net:

Bank commission
Interest income
Exchange rate differenci
Interest expens
Redemption of benefici:

conversion feature of convertible loan
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The changes in deferred revenues during the yeaedeDecember 31, 2011 and 2010 are as follows:

December 31

2011 2010
($ in thousands)
$ 37€  $ 37t
271 147
1,267 632
3 10C
7
231 15C
69 98
$ 2217 $ 1,50¢
Year ended December 3
2011 2010
($ in thousands)
$ 39¢ $ 1,97¢
32C
(39¢) (1,897)
$ - $ 39¢

Year ended December 3.

2011 2010 2009
($ in thousands)

63 $ 83 $ 18
(36) (1) (1)
177 (33 30
73C 10& 221

(308)
934 $ 154 $ (40)




INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 13 - ENTITY WIDE DISCLOSURES
The Company operates in one operating segment.
Disaggregated financial data is provided belowoiiss:

(1) Revenues by geographic area and
(2) Revenues from principal customers.

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

Year ended December 3.
2011 2010 2009
($ in thousands)

India $ 1,08: $ - $ -
Israel 73C 11¢ -
Italy 313 39C 66€
Cyprus 60 7 337
Pakistar 5 192 477
Poland 268 1,44¢ -
Other 3,54¢ 2,794 1,92¢

$ 6,00¢ $ 494¢ 3 3,411

By principal customers:
Year ended December 3.
2011 2010 2009

Customer A 18% -% -%
Customer E 12% 2% -%
Customer C 5% 8% 20%
Customer C 1% -% 10%
Customer E -% 4% 14%
Customer F 4% 2% -%

NOTE 14 - SUBSEQUENT EVENTS:

All tangible long lived assets are located in I&r

On January 30, 2012, the Company appointed a neetdr (hereafte- “Director C”) to our board of directors. In connection to hip@ptment, we
issued Director D an option to purchase 100,00@eshaf our common stock, which will vest one-tharthually in 2013, 2014 and 2015 on the
anniversary of the date of grant, provided thaisi@ not reelected as a director at our 2014 ahmeeting of stockholders, or (ii) not nominated f

reelection as a director at our 2014 annual meetirggockholders, the option vests and become<isadrle on the date of such failure to be reelected
nominated

The Company used the following assumptions:ddind yield of 0% and expected term of 5.5-6.5 yemesach year; expected volatility of 58-60%; and
risk-free interest rate of 1.01-1.26%. The optibage terms of 10 years from the date of grant,thadair value of the options granted above, utirg
Black-Scholes optio-pricing model was approximately $106 thouse
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

In March 1, 2012, the Company granted an emplopeeaadistributer 40,000 and 77,915 options witlfgremance conditions, respective
As to the above grants, the Company used thewirig assumptions: dividend yield of 0%; expécterm of 5.5-6.5 years and 2 years in each year,

respectively; expected volatility of 57-58% and 4#&spectively; and risk-free interest rate of 1103% and 0.3%, respectively. The options have serm
of 10 years and 2 years from the date of granpetsrely, and the fair value of the options grambove, using the Black-Scholes option-pricing elod

was approximately $42 thousand and $68 thousaspectively.

In February 2012, Leumi Bank approved the reledsefixed lien in the amount of $53 thousa
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Exhibit 10.43

AMENDMENT NO. 1

to

SECURITIES PURCHASE AGREEMENT

This AMENDMENT NO. 1 (the “Amendment’), dated as of June 21, 2011 to that certain SEJUES PURCHASE AGREEMENT (the Agreement’),
dated as of March 31, 2011, by and between InsfixeMc., a Delaware corporation (theCompany”), and the purchasers identified on the signature paméhe
Agreement (the Purchasers’).

WITNESSETH:

WHEREAS, the Company and the Purchasers desirmém@ the Agreement as set forth below; and

WHEREAS, the Agreement may be amended by a writtsinument signed by the Company and the Purchasdding at least fiftysne percent (51%)
interest of the Shares (as defined in the Agreeneeristanding.

NOW, THEREFORE, in consideration of the premised arutual covenants and obligations hereinaftefa#h, the parties hereto, intending legally tc
bound, hereby agree as follows:

1.

The definition of “Exempt Issuance”Section 1.1 of the Agreement is hereby amenddéd entirety to read as follows:

“ “Exempt Issuance” means the issuance of (a) sheff€ommon Stock or options to employees, officeosisultants or directors
of the Company pursuant to the Stock Option Plaamiamount not to exceed 15,000,000 shares of Con8taxk in the
aggregate (subject to appropriate adjustmentsripistock dividend, stock split, stock combinaticeclassification or similar
transaction after the Closing Date), (b) securitipsn the exercise or exchange of or conversi@angfSecurities issued
hereunder, (c) securities exercisable or exchargéabor convertible into shares of Common Stagued and outstanding on
the date of this Agreement and listed on Scheddl@}R provided that such securities have not lz@eended since the date of
this Agreement to increase the number of such g&slor to decrease the exercise price, excharige pr conversion price of
such securities, (d) securities issued (other tbanash) in connection with a synergistic mergequisition, or consolidation of
all or substantially all of the assets, securitiebusiness division of another entity, and (e)anst to purchase up to an aggregate
of 486,966 shares of Common Stock at an exercise pf $1.23 (subject to appropriate adjustmentsifty stock dividend, stock
split, stock combination, reclassification or sianitransaction after the Closing Date) to Davig/\Robert Fischell and Fellice
Pelled (and the shares of Common Stock issuable epercise), which options shall be fully vested ahall expire on December
31, 2014.”




2. Section 4.10(b) of the Agreement ikebg amended in its entirety to read as follows:

“Until twelve (12) months after the Closing DatleetCompany shall not increase the number of steuatable for issue under
the Stock Option Plan, amend the Stock Option Riprice any outstanding stock options (exceptfipropriate adjustments for
any stock dividend, stock split, stock combinatigglassification or similar transaction after @lesing Date), nor issue any
options or shares under the Stock Option Plan thatithe aggregate number of shares to be purchigsegtions so issued or
shares so issued shall not exceed 15,000,000 sbfaBesnmon Stock in the aggregate (subject to gpate adjustments for any
stock dividend, stock split, stock combination,lassification or similar transaction after the @hgsDate) nor grant any options
with an exercise price lower than the fair markatre of the Common Stock on the date of grant, gxwéh respect to (i) options
that the Company or any of its Subsidiaries ardrectually obligated to issue on the date hereaf latver price, which are
described on Schedule 4.10i) options the Company shall grant to Sol Basrconsideration for his duties as a director(@nd
options to purchase up to an aggregate of 486 ,88@s of Common Stock at an exercise price of $@ject to appropriate
adjustments for any stock dividend, stock spliicktcombination, reclassification or similar tractéan after the Closing Date) to
David Ivry, Robert Fischell and Fellice Pelled (ahd shares of Common Stock issuable upon exereiigh options shall be
fully vested and shall expire on December 31, 2014.

3. Except as modified and amended heatliof the terms and conditions of the Agreemdratilsemain in full force and effect.

4, This Amendment shall be governed by eonstrued in accordance with the laws of theeSt&tNew York without application of the conflict
laws provisions thereof.

[Signature pages follow]




IN WITNESS WHEREOF, this Amendment is executed entkred into effective as of the date first writtdrove.
COMPANY :
INSPIREMD, INC.
By: /s/ Craig Shor:

Name: Craig Shor
Title: Chief Financial Office

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
SIGNATURE PAGE FOR PURCHASER FOLLOWS]

[SIGNATURE PAGE TO AMENDMENT NO. 1 TO SECURITIEREHASE AGREEMENT]




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 1]

Name of Purchase American European Insurance Compi
Signature of Authorized Signatory of Purchaser: /sl Steve Kleir

Name of Authorized Signator Steve Klein

Title of Authorized Signatory: Treasure|

Number of Share: 200,000




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 1]

Name of Purchase Osiris Investment Partners, |
Signature of Authorized Signatory of Purchaser: /s/ Paul Stuki

Name of Authorized Signator Paul Stuke

Title of Authorized Signatory: Principal and Managing Memb

Number of Share: 1,333,334




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 1]

Name of Purchase

Signature of Authorized Signatory of Purchaser:
Name of Authorized Signator

Title of Authorized Signatory:

Number of Share:

Platinum Partners Value Arbitrage Master Fund

/sl Joseph Finestot

Joseph Finestor

Associate

2,000,00C




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 1]

Name of Purchase

Signature of Authorized Signatory of Purchaser: /sl Bernard Fuch

Name of Authorized Signator Bernard Fuch

Title of Authorized Signatory:

Number of Share: 66,667




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 1]

Name of Purchase Alpha Capital Anstal
Signature of Authorized Signatory of Purchaser: /sl Konrad Ackerman
Name of Authorized Signator Konrad Ackermani
Title of Authorized Signatory: Director

Number of Share: 666,667




Exhibit 10.44
AMENDMENT NO. 2
to
SECURITIES PURCHASE AGREEMENT

This AMENDMENT NO. 2 to Securities Purchase Agreemghe “ Amendment”), dated as of November 14, 2011, is entered into r lzetwee

InspireMD, Inc., a Delaware corporation (th€bmpany”), and the purchasers (thePurchasers”) identified on the signature pages to the Agreen@ntefine
below).

WITNESSETH:

WHEREAS, the Company and the Purchasers have migyi@ntered into that certain Securities Agreemeated as of March 31, 2011 and amende
that certain Amendment No. 1 to Securities Purciageement, dated as of June 21, 2011 (as furtimended, modified and supplemented from time to titme
Agreement”);

WHEREAS, the Agreement may be amended by a writtsinument signed by the Company and the Purchasdding at least fiftyne percent (51%)
interest of the Shares (as defined in the Agreehwnstanding; and

WHEREAS, the Company and the Purchasers desinmém@ the Agreement as set forth below.

NOW, THEREFORE, in consideration of the premised arutual covenants and obligations hereinaftefa#h, the parties hereto, intending legally tc
bound, hereby agree as follows:

1. The definition of “Exempt Issuance”Section 1.1 of the Agreement is hereby amendéd entirety to read as follows:

“ “Exempt Issuance” means the issuance of (a) shaf€ommon Stock or options to employees, officeasisultants or directors of the Company
pursuant to the Stock Option Plan in an amounttoogéxceed 15,000,000 shares of Common Stock inagggegate (subject to appropriate
adjustments for any stock dividend, stock splitcktcombination, reclassification or similar tractsan after the Closing Date), (b) securities upon
the exercise or exchange of or conversion of ammy®ées issued hereunder, (c) securities exert@sabexchangeable for or convertible into shares
of Common Stock issued and outstanding on the afatieis Agreement and listed on Schedule 3.1(g)violed that such securities have not been
amended since the date of this Agreement to inertes number of such securities or to decreasexteeise price, exchange price or conversion
price of such securities, (d) securities issuetigiothan for cash) in connection with a synergistierger, acquisition, or consolidation of all or
substantially all of the assets, securities or ess division of another entity, (e) options toghase up to an aggregate of 486,966 shares of
Common Stock at an exercise price of $1.23 (subjectppropriate adjustments for any stock dividesthck split, stock combination,
reclassification or similar transaction after thiesing Date) to David Ivry, Robert Fischell and Ifeel Pelled (and the shares of Common Stock
issuable upon exercise), which options shall by ftested and shall expire on December 31, 201d (Brup to 5,800,000 shares of Common Stock
or options to purchase up to 5,800,000 shares ofif@an Stock, or a combination thereof, for issuaasecompensation to current and future
members of the Board of Directors.”




2. Section 4.9 of the Agreement is heraimgnded in its entirety to read as follows:

“ Listing of Common Stock The Company hereby agrees to use best effonsaiatain the listing or quotation of the Common ckt@n the
Trading Market on which it is currently listed, andncurrently with the Closing, the Company shalblg to list or quote all of the Shares and
Warrant Shares on such Trading Market and promgebure the listing of all of the Shares and War&imares on such Trading Market. The
Company further agrees, if the Company appliesaeehithe Common Stock traded on any other Tradingkdédait will then include in such
application all of the Shares and Warrant Shaned véll take such other action as is necessanatese all of the Shares and Warrant Shares to be
listed or quoted on such other Trading Market asmptly as possible. The Company will then takeaation necessary to continue the listing or
quotation and trading of its Common Stock on a Tgdarket until at least three years after thesig Date and will comply in all respects with
the Company'’s reporting, filing and other obligasounder the bylaws or rules of the Trading Maiketeast until three years after the Closing
Date. The Company undertakes to obtain a listihthe Common Stock on a Trading Market other thzen ® TC Bulletin Board on or before
December 31, 2012. Upon the attainment of sucimdgisthe OTC Bulletin Board shall not thereaftersb&rading Market. In the event the Company
fails to obtain such listing on or before Decem®&y 2012 (a “Listing Default”), the Company shalbmptly, but not later than January 10, 2013,
issue and deliver to each Purchaser additionakshefrCommon Stock (“Additional Listing Shares”)an amount equal to ten percent (10%) of the
Shares acquired by each such Purchaser on then@Ibsite. The Additional Listing Shares will be deshissued pursuant to this Agreement and
the holder of the Additional Listing Shares is geghall of the rights and benefits of the Holdetted Shares.”

3. Section 4.10(b) of the Agreement irebg amended in its entirety to read as follows:

“Until twelve (12) months after the Closing DateetCompany shall not increase the number of sheraigable for issue under the Stock Option
Plan, amend the Stock Option Plan, reprice anytauiing stock options (except for appropriate adjests for any stock dividend, stock split,
stock combination, reclassification or similar santion after the Closing Date), nor issue anyomgtior shares under the Stock Option Plan such
that the aggregate number of shares to be purchgseptions so issued or shares so issued shadixoeted 15,000,000 shares of Common Stock in
the aggregate (subject to appropriate adjustmentarfy stock dividend, stock split, stock combioafireclassification or similar transaction after
the Closing Date) nor grant any options with anreise price lower than the fair market value of @@mmon Stock on the date of grant, except
with respect to (i) options that the Company or ahits Subsidiaries are contractually obligatedssue on the date hereof at a lower price, which
are described on Schedule 4,1(@) up to 5,800,000 shares of Common Stock dioms to purchase up to 5,800,000 shares of Confbtock, or a
combination thereof, that the Company may issugrant as compensation, at its discretion, to ctirmad future members of the Board of Directors
and (iii) options to purchase up to an aggrega#86f966 shares of Common Stock at an exercise pfi§1.23 (subject to appropriate adjustments
for any stock dividend, stock split, stock combioaf reclassification or similar transaction aftee Closing Date) issued to David Ivry, Robert
Fischell and Fellice Pelled (and the shares of Comi8tock issuable upon exercise), which optiondl &feafully vested and shall expire on
December 31, 2014.”




4, Except as modified and amended heatliof the terms and conditions of the Agreemdratilsemain in full force and effect.

5. This Amendment shall be governed by eonstrued in accordance with the laws of theeSt&tNew York without application of the conflict
laws provisions thereof.

[Signature pages follow]




IN WITNESS WHEREOF, this Amendment is executed entkred into effective as of the date first writtdrove.
COMPANY :
INSPIREMD, INC.
By: /s/ Craig Shor:

Name: Craig Shor
Title: Chief Financial Office

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
SIGNATURE PAGE FOR PURCHASER FOLLOWS]

[SIGNATURE PAGE TO AMENDMENT NO. 2 TO SECURITIEREHASE AGREEMENT]




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 2]

Name of Purchase

Signature of Authorized Signatory of Purchaser:
Name of Authorized Signator

Title of Authorized Signatory:

Number of Share:

Harborview Value Master Fund L

/sl Richard Rosenblul

Richard Rosenblur

Richard Rosenblum as General Partner of Harbondidwisors LLC

366,667




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 2]

Name of Purchase The Corbran LLC
Signature of Authorized Signatory of Purchaser: /sl Richard Rosenblui
Name of Authorized Signator Richard Rosenblur
Title of Authorized Signatory: MP

Number of Share: 166,667




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 2]

Name of Purchase David Stefansk:

Signature of Authorized Signatory of Purchaser: /s/ David Stefansk

Name of Authorized Signator

Title of Authorized Signatory:

Number of Share: 166,667




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 2]

Name of Purchase Endicott Management Partners, LI
Signature of Authorized Signatory of Purchaser: /sl Kenneth L. Londone

Name of Authorized Signator Kenneth L. Londone

Title of Authorized Signatory: Managing Partne

Number of Share: 167,666




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO. 2]

Name of Purchase Platinum Partners Value Arbitrage Fund L
Signature of Authorized Signatory of Purchaser: /sl Joan Janczews

Name of Authorized Signator Joan Janczews

Title of Authorized Signatory: COO

Number of Share: 2,000,00C




[PURCHASER SIGNATURE PAGES TO AMENDMENT NO.

Name of Purchase

Signature of Authorized Signatory of Purchaser:
Name of Authorized Signator

Title of Authorized Signatory:

Number of Share:

Osiris Investment Partners, |

2]

/sl Paul Stuki

Paul Stuke

Principal and Managing Memb

1,333,33¢




Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O RULE 13a-14(a)

I, Ofir Paz, certify that:

1. I have reviewed this Annual Report on Forn-K of InspireMD, Inc. (the“registran”);

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to make the
statements made, in light of the circumstances uwtéeh such statements were made, not misleaditigraspect to the period covered by this
report;

3. Based on my knowledge, the financial statésyend other financial information included imstheport, fairly present in all material respettis

financial condition, results of operations and ctsWs of the registrant as of, and for, the pesipdesented in this repo

4, The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) artriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15
() for the registrant and hav

a) Designed such disclosure controls and proesg or caused such disclosure controls and puoesdo be designed under our supervision,
to ensure that material information relating to tlgistrant, including its consolidated subsidisrie made known to us by others within
those entities, particularly during the period ihigh this report is being prepare

b) Designed such internal control over finahm@@orting, or caused such internal control owearicial reporting to be designed under our
supervision, to provide reasonable assurance riggtioe reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principle

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation; i

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant’'s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registré's internal control over financial reporting; &

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent et@tuaf internal control over financial reporting, the
registran’s auditors and the audit committee of the regi¢'s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and materialak@esses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refgmahcial information; an

b) Any fraud, whether or not material, thatolwes management or other employees who have #isagri role in the registrant’s internal
control over financial reporting

Date: March 13, 201
By: /s/ Ofir Paz
Name:Ofir Paz
Chief Executive Officer (Principal Executive Offige




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O RULE 13a-14(a)

I, Craig Shore, certify that:

1.

2.

I have reviewed this Annual Report on Forn-K of InspireMD, Inc. (the“registran”);

Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to make the
statements made, in light of the circumstances uwtéeh such statements were made, not misleaditigraspect to the period covered by this
report;

Based on my knowledge, the financial statésyend other financial information included imstheport, fairly present in all material respettis
financial condition, results of operations and ctsWs of the registrant as of, and for, the pesipdesented in this repo

The registrant’s other certifying officerdahare responsible for establishing and maintgmisclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) artriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15
() for the registrant and hav

a) Designed such disclosure controls and proesg or caused such disclosure controls and puoesdo be designed under our supervision,
to ensure that material information relating to tlgistrant, including its consolidated subsidisrie made known to us by others within
those entities, particularly during the period ihigh this report is being prepare

b) Designed such internal control over finahm@@orting, or caused such internal control owearicial reporting to be designed under our
supervision, to provide reasonable assurance riggtioe reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principle

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation; i

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant’'s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably likely
to materially affect, the registré's internal control over financial reporting; &

The registrant’s other certifying officerdahhave disclosed, based on our most recent et@tuaf internal control over financial reporting, the
registran’s auditors and the audit committee of the regi¢'s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and materialak@esses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refgmahcial information; an

b) Any fraud, whether or not material, thatolwes management or other employees who have #isagri role in the registrant’s internal
control over financial reporting

Date: March 13, 201

By: /s/ Craig Short
Name:Craig Shore
Title: Chief Financial Officer (Principal Financial Offige




Exhibit 32.1
CERTIFICATION FURNISHED PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002
This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies the Annual Report om R6-K

(the “Form 10-K”) for the year ended December 3112 of InspireMD, Inc. (the “Company”). |, Ofir Pahe Chief Executive Officer of the Company, dgrthat,
based on my knowledge:

2) The Form 1-K fully complies with the requirements of Sectiad(d) or Section 15(d) of the Securities Exchangeohd 934; anc

) The information contained in the Form 10-Krffapresents, in all material respects, the finahcondition and results of operations of the Conypas of
and for the periods covered in this rep

Date: March 13, 2012

By: /s/ Ofir Paz
Name:Ofir Paz
Title: Chief Executive Officer (Principal Executive Offige

The foregoing certification is being furnished asexhibit to the Form 10-K pursuant to Item 601832)(of Regulation S-K and Section 906 of the Saglsan
Oxley Act of 2002 (subsections (a) and (b) of Serti350, Chapter 63 of Title 18, United States Gaahel, accordingly, is not being filed as parthef Form 10-K
for purposes of Section 18 of the Securities Exgkaict of 1934, as amended, and is not incorpotaye@ference into any filing of the Company, whegtimade
before or after the date hereof, regardless ofgemeral incorporation language in such filing.



Exhibit 32.2

CERTIFICATION FURNISHED PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies the Annual Report om R6-K
(the “Form 10-K”) for the year ended December 311 Rof InspireMD, Inc. (the “Company”). |, Craig &e, the Chief Financial Officer of the Companytite
that, based on my knowledge:

2) The Form 1-K fully complies with the requirements of Sectiad(d) or Section 15(d) of the Securities Exchangeohd 934; anc

3) The information contained in the Form 10-Krffapresents, in all material respects, the finahcondition and results of operations of the Conypas of
and for the periods covered in this rep

Date: March 13, 2012

By: /s/ Craig Shor

Name:Craig Shore
Title: Chief Financial Officer (Principal Financial Offige

The foregoing certification is being furnished asexhibit to the Form 10-K pursuant to Item 601832)(of Regulation S-K and Section 906 of the Saglsan
Oxley Act of 2002 (subsections (a) and (b) of Serti350, Chapter 63 of Title 18, United States Gaahel, accordingly, is not being filed as parthef Form 10-K
for purposes of Section 18 of the Securities Exgkaict of 1934, as amended, and is not incorpotaye@ference into any filing of the Company, whegtimade
before or after the date hereof, regardless ofgemeral incorporation language in such fili



