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

FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended: September 30, 201
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 333-162168

InspireMD, Inc.

(Exact name of registrant as specified in its @rart

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

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

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

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

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

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

Large accelerated file[d Accelerated fileld

Non-accelerated file Smaller reporting comparlxl
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExgfe Act). Yedd No

The number of shares of the registrant’'s commocks$0.0001 par value, outstanding as of NovembeRQ41: 65,278,946
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PART I - FINANCIAL INFORMATION

Table of Content

Item 1. Financial Statements
INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED BALANCE SHEETS
(Unaudited)
(U.S. dollars in thousands)
September 30 December 31
2011 2010
ASSETS
CURRENT ASSETS:
Cash and cash equivale $ 7,48t 63€
Restricted cas 40 25(
Accounts receivable
Trade 1,77¢ 852
Other 117 75
Prepaid expense 10:¢ 3
Inventory:
On hanc 1,90¢ 1,70¢
On consignment 10z 371
Total current asse 11,53( 3,891
PROPERTY, PLANT AND EQUIPMENT , net of accumulated depreciation and amortize 34¢ 282
OTHER NON-CURRENT ASSETS:
Deferred debt issuance co 5 15
Funds in respect of employees rights upon retirei 18¢ 167
Total other non-current assets 194 182
Total assets $ 12,07( 4 ,35¢

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




INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED BALANCE SHEETS
(Unaudited)
(U.S. dollars in thousands)

Table of Content

September 30 December 31
2011 2010
LIABILITIES AND EQUITY (CAPITAL DEFICIENCY)
CURRENT LIABILITIES:
Current maturities of lor-term loans $ 18c  $ 35¢
Accounts payable and accrua
Trade 562 1,10z
Other 2,331 1,50¢
Advanced payment from custom: 51€ 55¢
Loans from shareholde 2C
Deferred revenue 39¢
T o tal current liabilities 3,59¢ 3,944
LONG-TERM LIABILITIES:
Long term loar 75
Liability for employees rights upon retireme 257 20¢€
Convertible loar 1,04«
T otallong-term liabilities 257 1,32¢
COMMITMENTS AND CONTINGENT LIABILITIES  (note 10)
T ot al liabilities 3,85¢ 5,26¢
EQUITY (CAPITAL DEFICIENCY):
Common stock, par value $0.0001 per share; 125)00Ghares authorized; 65,278,946
shares issued and outstanding at September 30,a2@149,863,801 shares issued and
outstanding at December 31, 2( 6 5
Additional paic-in capital 36,61% 21,057
Accumulated defici (28,409 (21,976
T ot al equity (capital deficiency) 8,21t (914
T ot al liabilities and equity (capital deficigrc $ 12,07C $ 4,35¢

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




INSPIREMD, INC.

(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED STATEMENTS OF OPERATIONS

Table of Content

(Unaudited)
(U.S. dollars in thousands, except per share data)
3 months endec 9 months endec Year ended
September 3C September 3C December 31
2011 2010 2011 2010 2010

REVENUES $ 1,98 % 1,22: % 4712 % 4,22¢ % 4,94¢
COST OF REVENUES 801 561 2,34( 2,37 2,696
GROSS PROFIT 1,18¢ 662 2,37 1,851 2,25
OPERATING EXPENSES:

Research and developm 547 19¢€ 1,64( 96¢ 1,33¢

Selling and marketin 302 27¢ 1,343 91€ 1,23¢

General and administrati 2,48¢ 904 4,87 2,01¢ 2,898

Total operating expenses 3,33¢ 1,37¢ 7,864 3,901 5,472
LOSS FROM OPERATIONS (2,150 (717) (5,497 (2,050) (3,219
FINANCIAL EXPENSES, net 10¢ 121 89t 15C 154
LOSS BEFORE TAX EXPENSES (2,25%) (83¢) (6,387 (2,200) (3,379
TAX EXPENSES 25 9 45 39 47
NET LOSS $ (2,289 $ 847 $ (6,437) $ (2,239 $ (3,420
NET LOSS PER SHARE- basic

and diluted $ (0.0 $ (0.0 $ (0.1) % (0.0 % (0.09)
WEIGHTED AVERAGE

NUMBER OF ORDINARY

SHARES USED IN

COMPUTING NET LOSS PER

SHARE - basic and diluted 64,300,68 49,490,46 59,667,65 49,072,82 49,234,52¢

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CAPIT AL DEFICIENCY)
(Unaudited)
(U.S. dollars in thousands)

Ordinary shares

Total equity
Number of Additional paid-  Accumulated (capital
shares Par value in capital deficit deficiency)
BALANCE AT JANUARY 1, 2011 $ 49,863,80 $ 5 % 21,057 $ (21,97¢) $ (9149
CHANGES DURING 9 MONTHS OF 2011:
Net loss (6,4372) (6,437)
Employee and nc-employee sha-
based compensatic 4,83¢ 4,83¢
Issuance of ordinary shares, net of $
issuance cos! 896,65 * 80% 80t
Issuance of ordinary shares and warrar
net of $2,835 issuance cos 12,992,26 1 7,658 7,65¢
Exercise of option 1,000,001 * 1,50(C 1,50(C
Conversion of convertible loans 526,22! * 76¢ 76€
BALANCE AT SEPTEMBER 30, 2011 $ 6527894 $ 6 $ 36,617 $ (28,409 $ 8,21¢t
BALANCE AT JANUARY 1, 2010 $ 48,338,338 $ 5 % 17,21  $ (18,55¢) $ (1,339
CHANGES DURING 9 MONTHS OF 2010:
Net loss (2,239 (2,239
Employee and n-employee sha-basec
compensatiol 1,79¢ 1,79¢
Issuance of ordinary shares, net of
issuance cos 1,152,08! * 1,34t 1,34¢
BALANCE AT SEPTEMBER 30, 2010 $ 49,490,46 $ 5 $ 20,35 $ (20,79H) $ (437)
BALANCE AT JANUARY 1, 2010 $ 48,338,338 $ 5 % 17,21 % (18,55¢) $ (1,339
CHANGES DURING 2010:
Net loss (3,420 (3,420
Employee and n-employee sha-basec
compensatiol 1,64( 1,64(
Issuance of warrants, net of $23 issuan
costs 424 424
Issuance of ordinary shares, net of $97
issuance costs 1,525,42: * 1,781 1,781
BALANCE AT DECEMBER 31, 2010 $ 49,863,80 $ 5 % 21,057 $ (21,970 $ (914

* Represents an amount less than $1,000

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(U.S. dollars in thousands)

9 months endec Year ended
September 3C December 31
2011 2010 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (6,437 $ (2,239 % (3,420
Adjustments required to reconcile net loss to
cash used in operating activitit

Depreciation and amortization of property, plard aquipmen 52 85 91
Loss from sale of property, plant and equipr 15
Change in liability for employees right upon retirent 45 3 42
Financial expense 852 96 94
Shar«-based compensation expen 2,815 1,352 1,62(
Loss (Gains) on amounts funded in respes
employee rights upon retirement, | 7 38 (12)
Changes in operating asset and liability ite
Decrease (increase) in prepaid expel (100 28 36
Decrease (increase) in trade receiva (92€) 50¢ 337
Decrease (increase) in other receival (50 (35 9
Decrease in inventory on consignm 26¢ 82¢ 722
Increase in inventory on hal (201) (51¢) (75¢€)
Increase (decrease) in trade paya (541 (231 19¢
Decrease in deferred revent (39¢) (1,787 (1,577)
Increase (decrease) in other pay:
and advance payment from custon 74C (287) (91)
Net cash used in operating activities (3,857 (2,154 (2,710
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease in restricted ca 21C 52 52
Purchase of property, plant and equipn (98) (64) (81)
Proceeds from sale of property, plant and equip! 29
Amounts funded in respect of employee rights umtimament (21) (41) (17)
Net cash provided by (used in) investing activities 12C (53 (46)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of shares and warrantsf isstuance costs of $1,
and $25 in the nine months ended September 30, &9d. 2010,

respectively and $78 in the year ended Decembe2(®IlQ 10,56« 1,78¢ 2,24~
Exercise of option 1,50(
Repayment of convertible loz (1,000
Repayment of long term loz (281) (18¢) (281)
Proceeds from convertible loan at fair value thtopepfit or loss, net c
$60 issuance cos 1,07: 1,07:
Repayment of loans from shareholders (20)
Net cash provided by financing activities 10,76 2,674 3,03
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS (183) 13 (21
INCREASE IN CASH AND CASH EQUIVALENTS 6,84¢ 48C 26(
BALANCE OF CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE PERIOD 63€ 37¢€ 37¢€
BALANCE OF CASH AND CASH EQUIVALENTS
AT END OF THE PERIOD $ 7,48t % 85¢ $ 63€

(*) During the 9 month period ended September 30, 2
a. aconvertible loan in the amount of $668,000 wass/eded into shares of the Company's common s
b. 93,785 shares were issued in relation to servioagged.

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 STATEMENT?
(UNAUDITED)

NOTE 1 - DESCRIPTION OF BUSINESS

InspireMD, Inc., formerly Saguaro Resources, Iihe (‘Company”),a public company, is a Delaware corporation forme
February 29, 2008. On March 28, 2011, the Compgaiaynged its name to InspireMD, Inc.

On December 29, 2010, the Company entered intoaseSExchange Agreement (the “Exchange Agreemdayt'and among tt
Company and InspireMD Ltd., a limited company irpmmated under the laws of the State of Israel inl&A®05. Subsequent
the date of execution of the Exchange Agreememtestolders of InspireMD Ltd., holding 91.7% of litgD Ltd.’s issued ar
outstanding ordinary shares, executed a joindeth® Exchange Agreement and became parties thetie¢o “ipspireMC
Shareholders”) Pursuant to the Exchange Agreement, on March 311,20 InspireMD Ltd. Shareholders transferredatheil
ordinary shares in InspireMD Ltd. to the Companyekchange for 46,471,907 newly issued shares oframmstock of th
Company (the “Initial Share Exchange”). In additiche remaining holders of InspireMD Ltsl.brdinary shares separa
transferred all of their ordinary shares of Inspi2 Ltd. to the Company, in exchange for an aggregdt4,194,756 newly issu
shares of common stock of the Company (the “Folldgv Share Exchangednd, together with the Initial Share Exchange
“Share Exchange”). As a result of the Share ExghamspireMD Ltd. became a wholly owned subsidizrthe Company.

The Share Exchange is being accounted for as aseevecapitalization, equivalent to the issuancst@tk by InspireMD Ltd., fc
the net monetary assets of the Company. Acconginige historical financial statements of the Compaeflect the historic
operations and financial statements of InspireM. Lt

The Company, together with its subsidiaries, iseglical device company focusing on the developmedt@mmmercialization
its proprietary stent platform technology, MGuardMGuard™ provides embolic protection in stentimggedures by placing
micron mesh sleeve over a stent. The Commamytial products are marketed for use in patievith acute coronary syndrom
notably acute myocardial infarction (heart attaghyl saphenous vein graft coronary interventionpdby surgery). The Comp:
markets its products through distributers in in&iomal markets, mainly in Europe and Latin America

In addition, the Company operates in Germany thmatgywholly-owned subsidiary InspireMD GmbH, a German limitedbility
company incorporated in November 2007, where tha2my subcontracts the manufacturing of its stents.

The Company believes that it has sufficient castotatinue its operations into 2013. However, dejjgnon the operating rest
in 2011 and 2012, the Company may need to obtalitiadal cash in 2013 to continue to fund operation

NOTE 2 - BASIS OF PRESENTATION

The accompanying unaudited condensed consolidétaddial statements have been prepared on the basie as the anni
consolidated financial statements. In the opinibrmanagement, the financial statements reflecadjlistments, which inclu
only normal recurring adjustments, necessary taemefairly the financial position and results gfecations of the Compat
These consolidated financial statements and nbtr®to are unaudited and should be read in confumetith the InspireMI
Ltd.’s audited financial statements for the year endeceber 31, 2010. The balance sheet for Decemh&030D was derive
from InspireMD Ltd.'s audited financial statemefusthe year ended December 31, 2010. The restilbperations for the nir
months ended September 30, 2011 are not necessdiiptive of results that could be expected far éntire fiscal year.




Table of Content
INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT?
(UNAUDITED)

NOTE 3 - RECENTLY ADOPTED AND ISSUED ACCOUNTING PRO NOUNCMENTS

In October 2009, the FASB issued amendments ta¢heunting and disclosure for revenue recognifitrese amendment
effective for fiscal years beginning on or aftend5, 2010 (early adoption is permitted), modify triteria for recognizing
revenue in multiple element arrangements and req@mpanies to develop a best estimate of theggllice to separate
deliverables and allocate arrangement considerasorg the relative selling price method. Additibpahe amendments
eliminate the residual method for allocating aremgnt considerations. The adoption of the new gquiglaid not have a material
impact on the Company's consolidated financiakstants

In May 2011, the FASB issued amended guidance mutbdure requirements for fair value measuremefitese changes will |
effective January 1, 2012 on a prospective basidy Bpplication is not permitted. These amendmargsot expected to have a
material impact to the consolidated financial res!

NOTE 4 — DEFERRED REVENUE

As of September 30, 2011, there is no deferredwewén the balance sheet since, as of this daeaatk of returns can be reliably
estimated and is recorded based on historical eqper in “Accounts Payable and Accruals — Other.”

NOTE 5 - FACTORING OF RECEIVABLES

During the nine month period ended Septembe230], the Company entered into a factoring agreéamounting to $1.2
million with a certain banking institution on a nogcourse basis. The factoring of trade receivabteler this agreement was
accounted for as a sale. Under the terms of #tiwfing agreement, the Company transferred owipeddteligible trade
receivables without recourse to the banking instituin exchange for cash. Proceeds on the transfiected the face value of 1
account less a discount. The discount, amountirgj.2,000 during the nine month period ended Septe30, 2011 was
recorded t¢“financial expense- net” within the Condensed Consolidated Statements ofddipes.

The receivables sold pursuant to this factoringagrent are excluded from trade receivables on ¢mel€éhsed Consolidat:
Balance Sheets and are reflected as cash providepdrating activities on the Condensed Consoldti&tatements of Cash
Flows. The banking institution had no recoursthioCompan’s assets for failure of debtors to pay when

The related commissions on the sales of tracksivables sold under these factoring agreementsiating to $22,000 were
recorded t¢“financial expense- net” within the Condensed Consolidated Statements ofddipes.
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(UNAUDITED)

NOTE 6 - CERTAIN TRANSACTIONS

During the first quarter of 2011 and prior to tHeafe Exchange, InspireMD Ltd. raised approxima$890,000 and issue
approximately 803,000 ordinary shares through peiydacements

During the first quarter of 2011 and prior to tHeaf Exchange, InspireMD Ltd. granted 600,294 staptions to employees al
consultants at a cash exercise price of $1.23h@es The options had terms of four to ten ye

On January 4, 2011, InspireMD Ltd. entered intoavertible loan agreement with its distributer snalel (the“Lende”), in the
amount of $100,000 subject to the following coratis:

« the convertible loan did not bear annual inter

« inthe event of a share exchange or similar traisgdhe Lender would have, at its sole discrettbe option to conve
the loan into either (i) shares of the Companyscmn stock at a price of $1.23 per share ($10lateseto InspireMD
Ltd.), or (ii) the Compar’s product at a price of 400 euro per unit (whighresents the market price for the Lend

« inthe event that the Company did not close a siiahange or similar transaction by June 1, 201el| £nder had the
right to extend the loan and its terms for up t@dditional 6 months (as noted in Note 1, the ErgleaAgreement was
closed on March 31, 2011); a

« inno event was cash required to be repaid by tiragany.

On June 1, 2011, the Lender surrendered $100,00@ afonvertible loan in exchange for 81,161 shafe®mmon stock of th
Company.

On February 20, 2011, the Company received a t-ruling from the Israeli tax authorities accorditgsection 103 of the Isra¢
tax law, with regards to the Share Exchange. Adiogrto the tax pre-ruling, the exchange of sharesoptions of InspireMD
Ltd. For shares and options of the Company purstaettite Share Exchange will not result in an imragatax event for
InspireMD Ltd.’s former shareholders, but a defér@x event, subject to certain conditions as Hiped in the tax predling. The
main condition of the tax preding is a restriction on the exchanged sharesworyears from December 31, 2010 for shareho
holding over of 5%

In March 2011, the Company granted a new fixed &ie$40,000 to Bank Mizrah

Pursuant to the Exchange Agreement, the Compamnynessall of InspireMD Lt¢'s obligations under InspireMD L’s
outstanding stock options. Immediately prior te Share Exchange, InspireMD Ltd. had outstandiogksbptions to purchase an
aggregate of 937,256 ordinary shares, which oudgtgroptions became options to purchase an aggre§at 606,770 shares of
common stock of the Company after giving effedti® Share Exchange. In addition, three-year wesranpurchase up to
125,000 ordinary shares of InspireMD Ltd. at anreise price of $10 per share were assumed by thep@oy and converted into
warrants to purchase 1,014,500 shares of the Coy’s common stock at an exercise price of $1.23 pares

In connection with the closing of the Share Eawde, the Company sold 6,454,002 shares of its aonstock at a purchase price
of $1.50 per share and five-year warrants to pwehgp to 3,226,999 shares of common stock at acisgeprice of $1.80 per
share in a private placement to accredited invegtbe “Private Placement”). As part of the Priviatacement, certain holders of
the 8% convertible debentures, in an aggregateipahamount of $1,580,000 (the “Bridge Notes”)yrendered $667,596 of
outstanding principal and interest due under suitig® Notes in exchange for 445,064 shares of comstmck and warrants to
purchase an aggregate of 225,532 shares of comimci (he “Debt Conversions”). The number of sharesommon stock and
warrants issued in connection with the Debt Coriwassare included in the aggregate figures forRheate Placemen

10
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT?
(UNAUDITED)

NOTE 6 - CERTAIN TRANSACTIONS (continued)

As a result, the Company received aggregate casteeds of $9,013,404 in the Private Placemenadtition, as a result of tt
Debt Conversions, there was $1,000,000 of unpaitipal outstanding under the Bridge Notes, whiaswepaid by the
Company in May 2011

In connection with the Private Placement, the Camgpaid placement agent fees of approximately $8liDand issued five-year
warrants to purchase 373,740 shares of the Companyimon stock at an exercise price of $1.80 paesto the placement ag
for this Private Placement. The fair value of warants is $212,000.

In connection with the Share Exchange, the Compdsty entered into a stock escrow agreement witlaicestockholders
pursuant to which these stockholders depositedb16@2 shares of common stock held by them intcogscFhese shares will be
released to the Company for cancellation or sueetalan entity designated by the Company shoddthmpany have $10
million in consolidated revenue, as certified bg thompany’s independent auditors, during the fiestnonths following the
closing of the Private Placement, yet fail, aftgoad faith effort, to have the Company’s commatlktapproved for listing on a
national securities exchange. On the other haraljldlthe Company fail to record at least $10 millin consolidated revenue
during the first 12 months following the closingtb& Private Placement or have its common stotédien a national securities
exchange within 12 months following the closingtbe Private Placement, these escrowed sharessehadleased back to the
stockholders

The shares of the Company’s common stock issu#te InspireMD Ltd. shareholders in connectiothwine Exchange
Agreement and the shares of common stock issutek timvestors in the Private Placement were nastergd under the Securit
Act of 1933, as amended. These securities mapeoffered or sold in the U.S. absent registratioan applicable exemption
from the registration requirements. Certificategresenting these shares contain a legend sthgngstrictions applicable to st
shares

On March 31, 2011, the Company issued certanswtants five-year warrants to purchase up toggmegate of 2,500,000 shares
of common stock at an exercise price of $1.50 paresin consideration for consulting services egldb the Share Exchange,
which warrants have a fair value of $1,500,000e €hpenses related to the issuance of the wamestgcorded as share-based
compensation and treated as issuance ¢

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 pri¢l @0 per share, for an aggregate purchase prig#,000,000 in a private
placement.

On April 18, 2011, the Company issued 283,334 shafés common stock and five-year term warraatgurchase 141,667
shares of the Company’s common stock at an exepcise of $1.80 per share, for an aggregate puechese of $425,000 in a
private placement.

In connection with the above-referenced transastfoom April 18, 2011, the Company paid placemeara fees of
approximately $471,000 which were recorded as issei@osts and five-year term warrants to purch@g#08 shares of the
Company common stock at an exercise price of $ieB8Ghare to the placement agent in this privategohent. The fair value of
those warrants amounting to $67,000 is estimated) ke Black-Scholes valuation model.

On April 21, 2011, the Company issued 33,333 shaffés common stock, and fi-year term warrants to purchase 16,667 st

of the Company’s common stock at an exercise @i&1.80 per share, for an aggregate purchase @fi$80,000 in a private
placement

11
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INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(UNAUDITED)

NOTE 6 - CERTAIN TRANSACTIONS (continued)

During the nine month period ended September 301 2the Company entered into investor relationsattimg agreements (tt
“Consulting Agreements”) with investor relationaoanies (the “Advisors”) to provide investor reteis services. Pursuant to
the Consulting Agreements, in addition to montlegd in a range of $3,0- $15,000, the Company issued to the Advis

« aone-year warrant to purchase 81,161 shares ahoonstock of the Company at an exercise price &t per share,
valued at $21,00

« 50,000 restricted shares of the Com['s common stock, valued at $62,000, and &year warrant to purchase 50,C
shares of common stock of the Company at an exepeise of $1.50 per share, valued at $30,!

« 25,000 shares of the Compi's common stock, valued at $68,7

The Company recorded sh-based compensation expenses of $181,750 relathdge issuances, during the nine month pe
ended September 30, 20:

During the three month period ended June 301 20 Company granted 1,087,225 stock optionstgl@yees and consultants at
cash exercise prices of $1.23-$2.75 per share.optiens had terms of five years. In calculating thir value of options granted
under share-based remuneration arrangements thpa®gmised the following assumptions: dividend y@l@% and expected
term of 2.8\-5 years in each year; expected volatility of ¢-71%; and ris-free interest rate of 0.1¢-3.39%.

During the three month period ended September@®Dl,2he Company cancelled 200,000 stock optiommamployee that hac
cash exercise price of $2.75 per share, and inaegeh issued, to the same employee, 200,000 shiestsck options at cash
exercise prices of $1.93 per share. The optiodsatterm of five years, continuing from the oridigeant date. For accounting
purposes, the above mentioned transaction wagtreata modification to the original grant. Thé& Malue of the modification
was $36,000 and used the following assumptionsdelind yield of 0% and expected term of 3-4 yearsdoh year; expected
volatility of 67%-70%; and ris-free interest rate of 0.32-0.65%

In addition to the above mentioned stock optoemt, the Company granted an additional 95,00€ksbptions to employees and
consultants at cash exercise prices of $188&per share during the three month period eSagdember 30, 2011. In calculal
the fair value of options granted under share-baseudineration arrangements the Company used tlogvfoly assumptions:
dividend yield of 0% and expected term of 3-4 yéanmsach year; expected volatility of 67%-70%; aisét-free interest rate of
0.33%-0.68%.

On March 28, 2011, the board of directors and stoltlers of the Company adopted and approved tipérédD, Inc. 2011
UMBRELLA Option Plan (the “Umbrella Plan”). Und#re Umbrella Plan, the Company reserved 9,468,hfes of the
Company’s common stock as awards to the emplogeesultants, and service providers to the Companyita subsidiaries and
affiliates worldwide. At a special meeting of dtbolders of the Company held on October 31, 2014 stockholders approved
amendment to the Umbrella Plan to add an additibf&d1,900 shares of common stc

The Umbrella Plan currently consists of three congmas, the primary plan document that governsvedirds granted under tl
Umbrella Plan, and two appendices: (i) Appendixd@signated for the purpose of grants of stock optand restricted stock to
Israeli employees, consultants, officers and osleevice providers and other non-U.S. employeessudtants, and service
providers, and (ii) Appendix B, which is the 2011SUEquity Incentive Plan, designated for the peepof grants of stock options
and restricted stock awards to U.S. employees,uttamés, and service providers who are subjedteédt.S. income ta
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NOTE 6 - CERTAIN TRANSACTIONS (continued):

The Umbrella Plan is administered by the compeosatbmmittee of the board of directors. Unless teated earlier by the boa
of directors, the Umbrella Plan will expire on Mar27, 2021.

U.S. federal income tax consequences relatingedridmsactions described under the Umbrella Plsetrforth in Section 409,
which was added to the Internal Revenue Code 08,188 amended (the “Code”) and treasury regulatin@904 to regulate all
types of deferred compensation. If the requiremenSection 409A of the Code are not satisfiefered compensation and
earnings thereon will be subject to tax as it vgdtss an interest charge at the underpaymenptatel% and a 20% penalty
tax. Certain stock options and certain types sfrieted stock are subject to Section 409A of thd«&

Israel income tax consequences of awards of optioder the Umbrella Plan is general and does ngtogputo be
complete. Pursuant to the current Section 108efardinance, which came into effect on JanuaB003, options may be
granted through a trustee (i.e., Approved 102 @gdi@r not through a trustee (i.e., Unapproved @pfons).

On July 11, 2011, the board of directors of @mmpany appointed a new director, (“Director A”jtiwa term expiring at the
Company’s 2012 annual meeting of stockholdersolmection with his appointment, Director A was dgeahan option to
purchase 1,000,000 shares of the Company’s cominok at an exercise price of $1.50 per share,“@fhés0 Option”). The
$1.50 Option was exercisable immediately and expire September 30, 2011. In calculating the fdineaf options granted
under share-based remuneration arrangements thpabgmsed the following assumptions: dividend y@l@% and expected
term of 0.11 years in each year; expected volatlit53%; and ris-free interest rate of 0.17¢

In addition, in connection with his appointmentréitor A was granted an option to purchase 500sb@0es of common stock
an exercise price of $2.50 per share, the closiitg jpf the common stock on the date of grant {#250 Option”), subject to the
terms and conditions of the 2011 U.S. Equity InisenPlan, a sub-plan of the Company’s 2011 newddpilan approved on
March 28, 2011 (2011 Umbrella Option Plan”). TH2HD Option vests and becomes exercisable in #geal annual
installments beginning on the one-year anniversétiie date of grant, provided that in the eveat Director A is either (i) not
reelected as a director at the Company’s 2012 amneseting of stockholders, or (i) not nominated feelection as a director at
the Company’s 2012 annual meeting of stockholdbespption vests and becomes exercisable on tleeDiegctor A fails to be
reelected or nominated. The $2.50 Option has a ¢érb@ years from the date of grant. In calculatimg fair value of options
granted under share-based remuneration arrangether@mpany used the following assumptions: divitigield of 0% and
expected term of 5-6 years in each year; expected volatility of ¢-63%; and ris-free interest rate of 1.67-1.85%.

The fair value of the options granted to the al-mentioned new director, using the Bl-Scholes optio-pricing model wa:
approximately $1,700,00

On September 28, 2011, Director A, exercised thB@Option to purchase 1,000,000 shares of comrumk sresulting in gros
proceeds to the Company of $1,500,(
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NOTE 6 - CERTAIN TRANSACTIONS (continued):

On August 5, 2011 and effective August 8, 2011 Bbard appointed another two new direct Director E” and" Director C").
Director B was appointed for with a term expirirtglee Company’s 2012 annual meeting of stockholdatsDirector C was
appointed for a term expiring at the Company’s 2@t8ual meeting of stockholder. In connection wlitkir appointment, the
directors were each granted an option to purchasess of Common Stock at an exercise price of §ie9Share, the closing pr
of the Common Stock on the date of grant (the “819tions”). The grant to Director B was for 10@MGhares and is subject to
the terms and conditions of the 2011 U.S. Equitehtive Plan, a sub-plan of the Company’s 2011 WidoOption Plan. The
grant to Director C was for 25,000 shares and ligesti to the 2006 Employee Stock Option Plan, apah of the Company’s
2011 Umbrella Option Plan. The $1.95 Options vastsbecome exercisable in two equal annual instgismbeginning on the
one-year anniversary of the date of grant. In tiee®f Director B’s option, in the event that thesbtor B is either (i) not
reelected as a director at the Company’s 2012 amneting of stockholders, or (i) not nominated feelection as a director at
the Company’s 2012 annual meeting of stockholdbespption vests and becomes exercisable on teeodi@irector B’s failure
to be reelected or nominated. In the case of DireCts option, in the event that Director C is rigqd to resign from the Board
due to medical reasons, the option vests and bexerercisable on the date of Director C’s resigmeftdor medical reasons. The
$1.95 Options have terms of 10 years from the dbggant.

In calculating the fair value of options grantedler share-based remuneration arrangements thpay used the following
assumptions: dividend yield of 0% and expected tiB8+4 years in each year; expected volatilitypd¥%o-70%; and risk-free
interest rate of 0.45-0.78%.

The fair value of the options granted to the al-mentioned new directors, using the Bl-Scholes optio-pricing model i<
approximately $118,00!

In addition, on August 5, 2011, 324,644 stock amtisvere granted to former directors at a cash eseepice of $1.23 per sha
replacing 324,644 stock options held by formeratoes that expired during the second quarter ofl20lhe options had terms of
five years. In calculating the fair value of optiogranted under share-based remuneration arrangetherCompany used the
following assumptions: dividend yield of 0% and egfed term of 5 years in each year; expected libtadf 62%; and risk-free
interest rate of 1.23%

The fair value of the options granted to the al-mentioned former directors, using the Bl-Scholes optio-pricing model i<
approximately $445,00(

On July 20, 2011, Mizrahi Tefahot Bank approvedréiease of a fixed lien in the amount of $300,088llowing the approva
$300,000 of Restricted Cash was classified to eashcash equivalent

NOTE 7 - FAIR VALUE MEASUREMENT:
a. The Company measures fair value and disclosesdaie measurements for financial assets and liegsiliFair value i:
based on the price that would be received to sediszet or paid to transfer a liability in an olgéransaction between

market participants at the measurement ¢

The accounting standard establishes a fair valerlthy that prioritizes observable and unobseevaiputs used to
measure fair value into three broad levels, whiehdescribed below:
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NOTE 7 - FAIR VALUE MEASUREMENT (continued):

Level 1: Quoted prices (unadjusted) in active migrkieat are accessible at the measurement datésgets or liabilities. Tt
fair value hierarchy gives the highest priority evel 1 inputs.

Level 2: Observable prices that are based on inmttguoted on active markets, but corroboratethbyket data.

Level 3: Unobservable inputs are used when littleamarket data is available. The fair value hignmga gives the lowest
priority to Level 3 inputs.

b. In determining fair value, the Company utilizesualon techniques that maximize the use of obségviaputs anc
minimize the use of unobservable inputs to therexessible and considers counterparty creditirisis assessment of fair
value. In determining fair value, the Company mé§ valuation techniques that maximize the usdséwable inputs and
minimize the use of unobservable inputs to therexessible and considers counterparty creditirists assessment of fair
value.

The convertible loan was recorded at a fair vafu®1¢044 as of December 31, 2010, then subsequemtigasured at fa
value with the increase in fair value of $624 imfgld in the Consolidated Statements of Operatiows Brch 31, 2011.
This security was measured at fair value on a rewubasis and classified in the "Significant Unedysble inputs
(Level 3)" category

C. The carrying amounts of cash and cash equivalaot®unts receivable, accounts payable and othewexttiabilities
approximate their fair value either because theseuats are presented at fair value or due to tlagively short-term
maturities of such instruments. The carrying amaiithe Group's other financial long-term asset$ @ther financial long-
term liabilities approximate their fair valu

NOTE 8 - INVENTORY ON HAND:

September 31 December 31
2011 2010

(% in thousands)

Finished good $ 445 $ 957
Work in procest 1,22z 573
Raw materials and suppli 23€ 174

$ 1,908 $ 1,70<

NOTE 9 - RELATED PARTIES TRANSACTIONS

In July 2010, the Company'’s board of directors appd new agreements for the Company’s PresidenC&®@. The agreements
were approved at the Company’s shareholders meietibigrch 2011, and are effective from April 1, 201

Pursuant to these agreements, the above mentigredtives are entitled to a set monthly fee, a$ ageh minimum bonus. If
their employment is terminated without cause, theyentitled to at least six months’ prior notioel avill be paid their monthly
fee during such notice period. If their employmisrterminated without cause, they will also bettadito certain severance
payments equal to the total amount that has bestnilcoted to and accumulated in their severancengay funds. No further
contributions are provided for by these agreements.
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NOTE 10 - COMMITMENT AND CONTINGENT LIABILITIES:

a.

Commitment

In March 2010, the Company entered into a lieeagreement to use a stent design (“MGuard Primeliysuant to the
agreement, the licensor is entitled to receive ltgymyments of 7% of net sales outside the Un8&des and, for sales
within the United States, royalty payments as feflo7% of net sales for the first $10,000,000 dfsades and 10% of net
sales for net sales exceeding $10,000,000. Thep@oyrbegan manufacturing the MGuard Prime duriegdlirth quarter
of 2010 and began selling the MGuard Prime in ifs¢ uarter of 2011

Litigation

The Company is a party to various claims arigéintie ordinary course of its operations in thgragate amount of
$10,000. The Company has not recorded an expefaed to damages in connection with these mdierause
management, after considering the views of itsllegansel as well as other factors, is of the apirthat a loss to the
Company is neither probable nor is an amount ggeaf loss that is estimabl

In February 2011, representatives of a third phatye indicated that they intend to seek damages tihe Company in
connection with certain finders’ fees that theyiralare owed to them. The claimants’ demand wasp@roximately $1
million. The claimants’ most recent settlement dedyaonveyed in April 2011, was for a total of $Z8D in cash and
250,000 shares of the company common stock. Tq datleawsuit has been filed and the Company hascmued an
expense in connection with this matter becaus€tmpany’s management, after considering the viehits ¢egal counsel
as well as other factors, is of the opinion a tosthe Company is neither probable nor is an amourdnge of loss that is
estimable.

In March 2009, a service provider submitted a clagainst the Company in the amount of $150,008érMagistrate’s
Court in Tel Aviv, claiming a success fee for assise in locating potential investors and lendeth vespect to a loan
agreement entered into with a bank. On April X012 the Company received a court ruling directrggCompany to pay
the service provider an amount of $105,000. Sirth parties had claims against the court rulingy ttenegotiated and on
June 5, 2011, signed a settlement agreement angaaivhich the Company shall pay $96,000 and sésille 18,785
shares of common stock valued at $51,000.

The Company has recorded an expense of $14%08 nine months ended September 30, 2011.eXpenses have
been recorded t*General and administrati” within the Condensed Consolidated Statements of&dipas.

In November 2010, a former senior employee subthételaim against the Company in the total amo@8480,000 ant
options to purchase 2,029,025 shares of the Comaiaauy exercise price of $0.001 per share in thgistiate’s Court in
Tel Aviv, claiming unpaid back wages and commissidrhe fair value of those options was valued usliegBlackScholes
valuation model at $2.5 million as of the periodch@med to be entitled to the options. The Comfmmanagement after
considering the views of its legal counsel as waslbther factors has recorded a provision of $20i@@he financial
statements in 2009 and is of the opinion an adwifitoss to the Company is neither probable naniamount or range of
loss that is estimabli

16




Table of Content
INSPIREMD, INC.
(FORMERLY SAGUARO RESOURCES, INC.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT?
(UNAUDITED)

NOTE 10 - COMMITMENT AND CONTINGENT LIABILITIES  (continued)
b. Litigation

In November 2010, a former alleged founder a&gal advisor of the Company submitted a claim agdive Company for
options to purchase 496,056 shares of the Compeany exercise price of $0.001 per share in the Meage’s Court in Tel
Aviv. The fair value of those options was estimatsihg the Black-Scholes valuation model at $133 &9 of the grant
date. It was during 2005 and 2006 that the Comiastybecame aware of the events that gave riseigditigation. Also,
during this time, the Company had discussions thiéhplaintiffs on an informal basis. The Companyanagement, after
considering the views of its legal counsel as wslbther factors, has recorded a share-based ceatmnexpense of
$134,000 recorded in the year ended December 85, 20 respect of services allegedly provided i6%2and 200€

In November 2010, a former legal advisor of @@mpany submitted in the Magistrate’s Court in Aeiv a claim against
the Company in the total amount of $53,000 dueliceach of employment promise. It was during 2808 2006 that the
Company first became aware of the events that gageo this litigation. Also during this time glCompany had
discussions with the plaintiff on an informal basithe Company’s management, after consideringithes of its legal
counsel as well as other factors, has recordedasion in the amounting to $53,000 recorded inytbar ended December
31, 2006. The Company, based upon the opiniots é¢gal counsel has recorded a provision of $%Bdlidcated to the
year ended December 31, 20

In February 2011, a finder submitted a claimimgfdhe Company in the amount of $327,000 in ttegigtrate’s Court in
Tel Aviv, claiming a future success fee and comiuis$or assistance in finding the Company's disitel in Brazil. The
Company’s management, after considering the vidvits éegal counsel as well as other factors, legsrmed a provision of
$327,000 in the financial statements in the firsirter of 2011. The related expense has beended¢do “General and
administrative” within the Condensed Consolidatéaté&Snents of Operations. On October 5, 2011, tragany filed a
counter claim against the plaintiff in the amouh$29,000.

In August 2011, a former senior employee submitbeithe Regional Labor Court in Tel Aviv a claim ags the
Company for (i) a compensation of $118,000; anfda(ileclaratory ruling that he is entitled to eis¥el86,966 options to
purchase the Company’s shares of common stock exencise price of $0.001 per option. After cotieglwith its legal
advisor the Company is unable to assess the pmbaltome of this clain

NOTE 11 - TAXES ON INCOME
Amendment of the Law for the Encouragement of Capdl Investments, 1959
The Law for Encouragement of Capital Investmer@§9l(the “Law”) was amended as part of the Econdpoiicy Law for the
years 2011-2012, which was passed in the Knedsetgtaeli parliament) on December 29, 2010 (tmeeiadment”). The
amendment became effective January 1, 2011.
The amendment sets alternative benefit tracksamttes currently in place under the provisiondefltaw, as follows: investme
grants track designed for enterprises located iomal development zone A and two new tax bendgfitsks (preferred enterprise

and a special preferred enterprise), which profadepplication of a unified tax rate to all prefedt income of the company, as
defined in the amendment.
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NOTE 11 - TAXES ON INCOME (continued):

The tax rates at company level, under the Law:

Years Development Zone A Other Areas in Israel
"Preferred enterprise
20112012 10% 15%
201:-2014 7% 12.5%
2015 and thereafte 6% 12%
"Special Preferred Enterpris
commencing 201 5% 8%

The benefits granted to the preferred enterpriskdevunlimited in time, unlike the benefits gradtto special preferred
enterprises, which will be limited for a period1df years. The benefits shall be granted to compaha will qualify under criter
set in the amendment; for the most part, thoser@ifire similar to the criteria that were sethia law prior to its amendment.

Under the transitional provisions of the amendmamympany will be allowed to continue and enjay tidx benefits available
under the Law prior to its amendment until the ehthe period of benefits, as defined in the Lalwe Tompany will be allowed
set the "year of election” no later than tax ye@t2 provided that the minimum qualifying investrheammenced not later than
the end of 2010. On each year during the peridebakfits, the Company will be able to opt for égation of the amendment,
thereby making available to itself the tax ratealasve. A company may not revoke it election faulegation of the Amendment.

In accordance with income taxes (Topic 740) thesuessament of current and deferred tax liabilitied assets is based on

provisions of the enacted tax law at balance shatet The amendment was "enacted” at the firsteuaf 2011 and did not have
an impact on the Company’s consolidated finandatkesnents.
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NOTE 12 - ENTITY WIDE DISCLOSURE
The Company operates in one reportable segment.
Disaggregated financial data is provided belowotiews:

(1) Revenues by geographic area and
(2) Revenues from principal customers.

Revenues are attributed to geographic areas baséuedocation of the customers. The following istemmary of revenues
geographic areas:

3 months endec 9 months endec Year ended
September 3C September 3C December 3.
2011 2010 2011 2010 2010
($ in thousands)

Israel $ 124 % 10¢ % 47¢ % 10€ % 11¢
Spain 23z 12z 522 30¢ 342
Germany 11¢ 42¢ 257 467 497
India - - 1,08: - -
Brazil 204 - 31z 36C 36C
Poland - - 74 1,44¢ 1,44¢
Argentina 234 60 353 11& 15C
Other 1,072 504 1,631 1,428 2,034
$ 1,98¢ $ 1,227 $ 471: $ 4,22¢  $ 4,94¢

By principal customers:

3 months endec 9 months endec Year ended
September 3C September 3C December 3
2011 2010 2011 2010 2010

Customer A 6% 9% 10% 3% 2%
Customer B 12% 10% 11% 7% 7%
Customer C 6% 35% 5% 11% 10%
Customer C - - 23% - -
Customer E 10% - 7% 9% 7%
Customer F - - 2% 34% 29%
Customer C 12% 5% 7% 3% 3%

All tangible long lived assets are located in I&r

NOTE 13 - SUBSEQUENT EVENTS

On October 31, 2011, the stockholders approveadtigorization of the board of directors, in itsadétion, to amend the Amended
Restated Certificate of Incorporation of the Comptmeffect a reverse stock split of the Compargsmon stock at a ratio of one-for-two to
one-for-four, such ratio to be determined by thard®f directors (the “Reverse Stock Split”), whigproval will allow the board of directors
to effect the Reverse Stock Split any time priothte Company’s annual meeting of stockholders 220
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NOTE 13 - SUBSEQUENT EVENTS(continued)

On October 31, 2011, the stockholders approvearttendment of the Umbrella Plan to increase the eambshares of the
Company’s common stock available for issuance @nisto awards under the Umbrella Plan by 5,5319@0es to a total of 15,000,000
shares, which would provide an incentive to atteanxt retain employees, consultants, and servicades.

On November 13th, 2011, a previous finder opireMD Ltd. (the "Subsidiary") submitted to the dister Court in Tel Aviv a
claim against the Company , the Subsidiary andCibrapany’s President and CEO for a declaratoryguinat it is entitled to convert 13,650
options to purchase the Subsidiary’s ordinaryeshan an exercise price of USD3.67 per optioa 10,785 of the Company's common
stock at an exercise price of $0.45 per optiod,tanconvert 4,816 options to purchase the Sufsiti ordinary shares in an exercise price of
USD10 per option into 39,087 of common stock aéxercise price of $1.23 per option. The statdrofolaims in such proceedings was
served to the Company today, the 14th of Novenftigr]l. After consulting with its legal advisor ashgk to the lack of time to review all the
materials related to this claim the Company is lmédbassess the probable outcome of this claim .

20




Table of Content
Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

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

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

Forward-Looking Statements

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

« adverse economic conditions and/or intense coniqetit

o loss of a key customer or suppli

« entry of new competitors and produc

- adverse federal, state and local government ragnlah the U.S., Europe or Israel;

» failure to adequately protect our intellectual pdp;

« inadequate capital;

« technological obsolescence of our produ

- technical problems with our research and products;

» price increases for supplies and compone

« inability to carry out research, development anchiceercialization plans;

« loss or retirement of key executives and reseasigmtsts and other specific risks; and
« the uncertainty regarding the adequacy of our difjyito pursue our complete business objecti

You should review carefully “Part 1l — Item 1A. Ri§actors” of this Form 10-Q for a discussion &g and other risks that relate to
our business and investing in shares of our comstaek.
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Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform technology,
MGuard™. MGuard™ provides embolic protection ierging procedures by placing a micron mesh slegee & stent. Our initial products
are marketed for use mainly in patients with acat®nary syndromes, notably acute myocardial itii@ngheart attack) and saphenous vein
graft coronary interventions (bypass surgery).

On March 31, 2011, we completed a series of sharieamge transactions pursuant to which we acquailiesf the capital stock of
InspireMD Ltd., a company formed under the lawshef State of Israel, in exchange for an aggredd®®,666,663 shares of our common
stock. As a result of these share exchange traasactnspireMD Ltd. became our wholly-owned sukzsig, we discontinued our former
business and succeeded to the business of InspitaM@s our sole line of business.

The share exchange transactions are being accoiontad a recapitalization. InspireMD Ltd. is #aequirer for accounting purposes
and we are the acquired company. Accordinglyhil®rical financial statements presented and ibeudsion of financial condition and res
of operations herein are those of InspireMD Ltetraactively restated for, and giving effect tee ttumber of shares received in the share
exchange transactions, and do not include therfdatdinancial results of our former business.eTatcumulated earnings of InspireMD Ltd.
were also carried forward after the share exchémagesactions and earnings per share have beeactualy restated to give effect to the
recapitalization for all periods presented. Operet reported for periods prior to the share exgeamansactions are those of InspireMD Ltd.

Recent Events

At the special meeting of our stockholders heldbatober 31, 2011, our stockholders approved theoaization of the board of
directors, in its discretion, to amend our Amendad Restated Certificate of Incorporation to effecéverse stock split of our common stoc
a ratio of one-for-two to one-for-four, such ratiiobe determined by the board (the “Reverse Stpdk's which approval will allow the board
of directors to effect the Reverse Stock Split ame prior to our annual meeting of stockholder2@i2.

On October 4, 2011, InspireMD Ltd., our wholly-owingubsidiary, entered into a clinical trial sergie@reement with Harvard
Clinical Research Institute, Inc. (“Harvard”), puasit to which Harvard will conduct a study entitfddiGuard Stent System Clinical Trial in
Patients with Acute Myocardial Infarction” on oushmlf. We will pay Harvard an estimated fee of $8,456 for conducting the study, subject
to adjustment dependent upon changes in the sempeadure of the study, which is expected to Idsn®nths, as well as other costs to be
determined by the parties.

Critical Accounting Policies

Use of estimates

The preparation of financial statements in conftymiith U.S. GAAP requires management to make egttimand assumptions that
affect the reported amounts of assets and liasligind disclosure of contingent assets and ligsilét the date of the financial statements and

the reported amounts of sales and expenses dlwengporting periods. Actual results could diffemh those estimates.

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

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

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

Fair value measurement

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

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

Concentration of credit risk and allowance for dotfhl accounts

Financial instruments that may potentially subjexto a concentration of credit risk consist ohcasish equivalents and restricted
cash which are deposited in major financial intititus in Germany and Israel, and trade accountsvable. Our trade accounts receivable are
derived from revenues earned from customers frofiows countries. We perform ongoing credit evabret of our customers’ financial
condition and, generally, require no collaterahfrour customers. We also have a credit insuraatieyfor some of our customers. We
maintain an allowance for doubtful accounts redglizdased upon the expected ability to colleciitmounts receivable. We review our
allowance for doubtful accounts quarterly by assgsimdividual accounts receivable and all othdahaes based on historical collection
experience and an economic risk assessment. dietezmine that a specific customer is unable totibeé&nancial obligations to us, we
provide an allowance for credit losses to redueerdteivable to the amount our management reasohalives will be collected. To mitigate
risks, we deposit cash and cash equivalents with triedit quality financial institutions. Provismfor doubtful debts are netted against
“Accounts receivable-trade.”

Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated alotiver of cost (cost is determined on
a “first-in, first-out” basis) or market value. Oumventories generally have a limited shelf lifalare subject to impairment as they approach
their expiration dates. We regularly evaluate taeying value of our inventories and when, in opin@n, factors indicate that impairment has
occurred, we establish a reserve against the inviest carrying value. Our determination that ausaion reserve might be required, in addition
to the quantification of such reserve, requiretougtilize significant judgment. Although we mageery effort to ensure the accuracy of
forecasts of future product demand, any signifieargnticipated decreases in demand could haveexrialampact on the carrying value of ¢
inventories and reported operating results. To,datentory adjustments have not been materiakes$pect to inventory 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 risksrawards for the products are
transferred to the customer, collection is reashynassured and when product returns can be reliedtiynated. When product returns can be
reliably estimated a provision is recorded, basetistorical experience, and deducted from salbe.provision for sales returns and related
costs are included in “Accounts payable and acsru@ther” under “current liabilities”, and “Inveary on consignment”, respectively.

When returns cannot be reliably estimated, botkemaes and related direct costs are eliminatedeaproducts are deemed
unsold. Accordingly, both related revenues andscase deferred, and presented under “Deferrechtmg® and “Inventory on consignment”,
respectively.

We recognize revenue net of value added tax (VAT).

Research and development costs

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

Employee option awards are classified as equity@svand accounted for using the grant-date fairesatethod. The fair value of
share-based awards is estimated using the Blactlk&chaluation model, which is expensed over theisgte service period, net of estimated
forfeitures. We estimate forfeitures based ornohisal experience and anticipated future conditions

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

We account for equity instruments issued to thadypservice providers (non-employees) by recordiregfair value of the options
granted using an option pricing model, at eachnt@ppperiod, until rewards are vested in full. eTéxpense is recognized over the vesting
period using the accelerated multiple option apghnoalrhe expense relates to options granted td fgarty service providers with respect to
successful investor introductions that are recoatetieir fair value in equity, as issuance costs.

Uncertain tax and VAT positions

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

Results of Operations
Three months Ended September 30, 2011 Compardu¢e Tonths Ended September 30, 2010

Revenues For the three months ended September 30, 2@14l, tevenue increased approximately $0.8 million,62.4%, t
approximately $2.0 million from approximately $Irifllion during the same period in 2010. The $0.8iom increase was due to an increas
volume of approximately $0.7 million, or approxiralgt 55.9%, and by an increase of prices of appratéty $0.1 million, or approximate

6.5%. The following is an explanation of the appmeately $0.8 million increase in revenue broken dooy its main two components,
increase in gross revenues of approximately $1l@mbffset by a net decrease in deferred revemepproximately $0.2 million.
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For the three months ended September 30, 2011, dotss revenue increased by approximately $0.9iomjl or 87.8%, t
approximately $2.0 million as compared to approxefya$1.1 million during the same period in 20Ithis increase in total gross revenu
predominantly volume based, accounting for appraxaly $0.8 million or approximately 80.3%, and aorease of prices of approximal
$0.1 million, or approximately 7.5%. In generak focused on opening new markets, such as RusditharUkraine, and also increasing s
in existing markets by presenting clinical datacabferences and individual presentations to docibeut the merits of MGuartM . With
respect to individual markets, this increase irsgnevenue is mainly attributable to an increasappfoximately $0.2 million of gross revel
from our distributor in Brazil, an increase of apgmately $0.2 million of gross revenue from oustdbutor in Argentina, an increase
approximately $0.1 million of gross revenue front naw distributor in Russia, an increase of apprately $0.1 million of gross revenue fr
our new distributor in the Ukraine, an increaseapproximately $0.1 million of gross revenue front distributor in Mexico, an increase
approximately $0.1 million of gross revenue fronr distributor in Italy, an increase of approximst&0.1 million of gross revenue from «
distributor in Spain and an increase of approxitya$®.1 million of gross revenue from our distribuin Israel. This increase was parti
offset by a decrease of approximately $0.3 milliorgross revenue from our distributor in Germany @andecrease of approximately §
million from our distributor in Romania. We alsoigbed and recognized gross revenue for approxim&®B million more from our remaini
distributors during the three months ended Septe®®e2011, as compared to the same period in 2010.

For the three months ended September 30, 201 Hefietred revenue recognized during the period dseck by approximately $(
million, or 102.1%, to approximately $(4,000) amdrm approximately $0.2 million during the same pdrin 2010. The decrease was voli
based. Revenue recognition out of deferred incoatkléss of an impact in 2011 as compared to 20&Qtalthe fact that we deferred ma
shipments in 2008 and 2009 that were recogniz&di®. In 2010, no customers had revenues defentidhe three months ended Septen
30, 2011.

For the three months ended September 30, 201Ineiudeferred revenue of $(4,000) consisted of anprovision for sales retu
included in "accounts payable and accruather." For the three months ended September(ID), et deferred revenue of approximately
million was comprised mainly of shipments from 2G0& 2009 to our distributor in Israel of approxietg $0.1 million and our distributor
Poland of approximately $50,000.

Gross Profit. For the three months ended September 30, 20t&s grofit (revenue less cost of revenues) ineapproximate
79.0%, or approximately $0.5 million, to approxielgt$1.2 million from approximately $0.7 million dog the same period in 2010. Gr
margin increased from 54.1% in the three monthee®@eptember 30, 2010 to 59.7% in the three mamttled September 30, 2011. We\
able to improve our gross margin because of redpeeduction cost per stent driven by economiescafes as well as an increase in ave
price per stent. For the three months ended SémeB0, 2011, our average selling price per stecognized in revenue was $624, anc
recognized the sale of 3,186 stents, compared swvarage price of $577 per stent and 2,120 stentgynized in revenue for the same peric
2010. The higher average price per stent for tineet months ended September 30, 2011 was drivesalbg of MGuard Prime, which v
launched in 2011 and is priced on average $171 mensus the average price of MGuard per stent.d0st of goods sold per stent decrei
from an average of $265 per stent recognized iameg for the three months ended September 30, 120410 average of $251 per stent for
same period in 2011.

Research and Development Expendeor the three months ended September 30, 2@%&arch and development expense incr
179.1% to approximately $0.5 million from approxtedg $0.2 million during the same period in 201@eTincrease in cost resulted prime
from higher clinical trial expenses of approximst&D.2 million, attributable mainly to the U.S. Eband Drug Administration clinical tri
(approximately $0.1 million) and the MGuard for Ae\ST Elevation Reperfusion Trial (MASTER Trialpaoximately $0.1 million), and i
increase in R&D related salaries of approximatedy2$million relating to the above mentioned clihistudies. Research and developr
expense as a percentage of revenue increasedbid 23t the three months ended September 30, 2011 16.0% in the same period of 2010.

Selling and Marketing ExpenseFor the three months ended September 30, 2@llihgsand marketing expense increased 8.2
approximately $0.3 million, from approximately $8.tillion during the same period in 2010. The @age in cost resulted primarily fr
approximately $0.16 million of additional salarexsd share based compensation of predominately revelgl sales personnel as we expant
sales activities worldwide. This increase was pHytioffset by a decrease of approximately $0.liamlin advertising, travel and other rels
expenses. Selling and marketing expense as a pageeof revenue decreased from 22.8% in 2010 @245 2011.

25




Table of Content

General and Administrative Expenséd-or the three months ended September 30, 2@hkrgl and administrative expense incre
175.0% to approximately $2.5 million from $0.9 nafi during the same period in 2010. The increasmst resulted primarily from an incre
in share based compensation of $1.3 million, wipdominately pertains to directoc®mpensation, approximately $0.2 million in legzé:
related primarily to compliance with Securities d&xthange Commission standards, an increase istimveelated activities of approximat
$0.1 million due to us having been public during three months ended September 30, 2011, but mivigdilne same period in 2010, anc
increase of $0.1 million in miscellaneous expenskEss increase was partially offset by a decra#sapproximately $0.1 in audit and rele
expenses. General and administrative expense eseanage of revenue increased to 125.2% in 2@ #3.9% in 2010.

Financial Expense Financial expense remained relatively flat aO&%000 for the three months ended September 301,28
compared to $121,000 during the same period in 2@ financial expenses reflect primarily changesxchange rates, as well as inte
related expenses. Financial expense as a pereenitagvenue decreased to 5.4% in 2011, from 9rD2010.

Tax Expense Tax expense remained relatively flat at $25,f200he three months ended September 30, 201lgrapared to $9,0(
during the same period in 2010. Our expenses fumire taxes reflect primarily the tax liability dieepotential tax exposure.

Net Loss Our net loss increased by approximately $1.%ianil or 169.5%, to $2.3 million for the three msitended September
2011 from $0.8 million during the same period in@0The increase in net loss resulted primarilynfran increase in operating expense
approximately $2.0 million (see above for explamas) and is partially offset by an increase of agpnately $0.5 million in gross profit (s
above for explanation).

Nine months Ended September 30, 2011 Comparedtomibnths Ended September 30, 2

Revenues For the nine months ended September 30, 2014| tevenue increased approximately $0.5 million,14.4%, t
approximately $4.7 million from approximately $4r#2llion during the same period in 2010. The $0.8iom increase was due to an increas
volume of approximately $0.6 million or approximigté4.2%, offset by an approximately $0.1 millioecdease, or approximately 2.7%, du
price decreases. The following is an explanationthef approximately $0.5 million increase in reveriweken down by its main tv
components, an increase in gross revenues of apptely $2.0 million offset by a net decrease ifieded revenues of approximately ¢
million.

For the nine months ended September 30, 2011, tptads revenue increased by approximately $2.0iamjllor 85.3%, t
approximately $4.4 million from approximately $2rillion during the same period in 2010. This irage in total gross revenue
predominantly volume based, accounting for appratély $2.0 million or approximately 87.3%, with qe&i decreases accounting for
remaining approximately $45,000, or approximate§92 In general, we focused on opening new mayriseish as India, and also increa:
sales in existing markets by presenting clinicahds conferences and individual presentation®tiats about the merits of MGuald . With
respect to individual markets, this increase irsgn@venue is mainly attributable to the first tishgpment of approximately $1.2 million to
distributor in India during the first nine month§ 2011, an increase of approximately $0.3 millidngeoss revenue from our distributor
Argentina, an increase of approximately $0.2 millaf gross revenue from our distributor in Braaih increase of approximately $0.2 mill
of gross revenue from our distributor in Spain,imerease of approximately $0.2 million of grossemewe from our distributor in Israel,
increase of approximately $0.1 million of grossemewe from our new distributor in Russia, an inceeafsapproximately $0.1 million of grc
revenue from our new distributor in the Ukraine,imerease of approximately $0.1 million of grosgenreue from our distributor in Mexico a
approximately $0.1 million of gross revenue front oew distributor in the Netherlands. This inceeags partially offset by a decreas:
approximately $0.4 million in gross revenue fronr distributor in Poland, a decrease of approxinya$€l.2 million in gross revenue from «
distributor in Germany, a decrease of approxima$@y2 million from our distributor in Pakistan, aadiecrease of approximately $0.1 mil
in gross revenue to our distributor in Kazakhsi&fe. also shipped and recognized gross revenue foogimately $0.4 million more from o
remaining distributors during the nine months en8egtember 30, 2011, as compared to the same peradd 0.
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For the nine months ended September 30, 2011, afetrdd revenue recognized during the period deerthy approximately $1
million, or 81.0%, to approximately $0.4 millionofn approximately $1.9 million during the same pério 2010. The key driver of tt
decrease was volume based, accounting for appréedyril.4 million or approximately 77.4%, with themaining approximately $0.1 millic
or 3.6%, being driven by price decreases. Reveacegnition out of deferred income had less of apaich in 2011 as compared to 2010 dt
the fact that we deferred mainly shipments in 2868 2009 that were recognized in 2010. In 2010y arsmall set of customers had a
portion of their revenues deferred until 2011.

For the nine months ended September 30, 2011, etudaferred revenue consisted of approximately $llion attributable to ot
distributor in Israel, approximately $0.1 millioo bur distributor in Brazil, approximately $0.1 hwh to our distributor in Poland, a
approximately $0.05 million to our distributor italy, offset by approximately $0.1 million deferrfat a shipment to our distributor in Inc
Our distributor in Israel had a contractual rightreturn all purchases to us within 18 months ef purchase date. Due to our inabilit
accurately estimate the amount of future returthsades to this distributor were deferred untiktl8 month return period elapsed. On Mg
2011, our distributor in Israel agreed to revoleptevious rights to return purchases, resultinglirfuture sales being final. The defet
revenue of approximately $0.2 million recognizedinly the nine months period ended September 30, 26&ounted for all previous purche
by the distributor that the distributor no longadha contractual right to return and were not gebgnized as revenues. Our distributor in B
has a contractual right to return all purchasesifoto six months from the delivery date. Due to ioability to accurately estimate the amc
of future returns by our distributor in Brazil, ahles made to it were also deferred until thensdnth return period elapsed. The defe
revenue of approximately $0.1 million recognizediny the nine months period ended September 301 2@tounted for purchases mad
December 2010 that were not returned by the Beardistributor and were not yet recognized as regen

For the first nine months of 2010, net deferrecereie of approximately $1.9 million was comprisedniyaof shipments from 20(
and 2009 to our distributor in Poland of approxietath1.3 million, to our distributor in Brazil ofparoximately $0.4 million, to our distribut
in Sri Lanka of approximately $0.1 million and apgmately $0.1 million to miscellaneous distribigoFor the nine months ended Septer
30, 2010, our distributor in Poland, subject to eate discretion, had the right to return our pridu Because we were unable to dev
estimates for the level of returns, the $1.3 millisorth of shipments made to the distributor indpdl that we recorded as deferred reve
was only recognized during the first nine month2@10 as revenues. As noted above, our distribntBrazil has a contractual right to ret
all purchases for up to six months from the dejivgaite. As also noted above, due to our inabitita¢curately estimate the rate of return by
distributor, all sales made to it were also deféuratil the six month return period elapsed. Thieded revenue of approximately $0.4 mill
recognized during the nine months period endedeamr 30, 2010 accounted for purchases made innEre2009 that were not returt
and were not yet recognized as revenues.

Gross Profit. For the nine months ended September 30, 20Iksgorofit (revenue less cost of revenues) incok@81%, ¢
approximately $0.5 million, to approximately $2.4llion from approximately $1.9 million during thease period in 2010. Gross mai
increased from 43.8% in the nine months ended SdEe 30, 2010 to 50.3% in the nine months endedeBeyer 30, 2011. In addition to
increase in sales, we were able to improve oursgnoasrgin because of reduced production cost pat dtezen by economies of scale. For
nine months ended September 30, 2011, our aveedigeggprice per stent recognized in revenue wa&)$and we recognized the sale of 8
stents, compared to an average price of $643 pat and 6,566 stents recognized in revenue fosdinee period in 2010. Our cost of gc
sold per stent decreased from an average of $36&gm recognized in revenue for the nine montitked September 30, 2010 to an avera
$283 per stent for the same period in 2011. Thkériprice per stent for the nine months endedeBgper 30, 2010 was affected by the
of stents sold in 2008 and 2009 to one of our Eemog distributors in Euros when the Euro was maicinger than the U.S. dollar, at
average price of $997 when translated to U.S. dolla
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Research and Development Expendeor the nine months ended September 30, 20%&areh and development expense incre
69.2% to approximately $1.6 million from approximlgt$1.0 million during the same period in 2010eTihcrease in cost resulted prims
from higher clinical trial expenses of approximst&D.8 million, attributable mainly to the U.S. Eband Drug Administration clinical tri
(approximately $0.6 million) and the MGuard for AelST Elevation Reperfusion Trial (MASTER Trialpfaoximately $0.2 million), offs
by approximately $0.2 million reduction in misceléous expenses. Research and development expeageaentage of revenue increase
34.8% for the nine months ended September 30, #0r1.22.9% in the same period of 2010.

Selling and Marketing ExpenseFor the nine months ended September 30, 201lihgsand marketing expense increased 47.1
approximately $1.3 million, from approximately $0vdllion during the same period in 2010. The ire in selling and marketing expe
resulted primarily from approximately $0.2 milliarf additional salaries and approximately $0.3 afretbased compensation of predomini
newly hired sales personnel as we expand our satésties worldwide, and approximately $0.1 milli@f commissions pertaining mainly
our first time shipment of approximately $1.2 nailii to our distributor in India. This increase waartially offset by a decrease
approximately $0.1 million in advertising, and acdmse of approximately $0.1 million in miscellangeexpenses. Selling and marke
expense as a percentage of revenue increasedfh 282011 from 21.7% in 2010.

General and Administrative Expensd-or the nine months ended September 30, 20Xkrgkeand administrative expense incre
141.9% to approximately $4.9 million from $2.0 rati during the same period in 2010. The increasmst resulted primarily from an incre
in share based compensation of $1.1 million whigdpminately pertains to director®mpensation, an increase of approximately $0.4am
in salary expenses (due to an increase in employesstructure to accommodate and comply with Séearand Exchange Commiss
standards and reporting), an increase in invesfiatad activities of approximately $0.4 million &to us having been a publicly repor
company during the nine months ended Septembe2(&,, but not during the same period in 2010),nanease of approximately $0.5 mill
in litigation expenses (primarily due to a provisifor our potential loss regarding a threatenedstatMrom a finder claiming a future succ
fee and commissions for assistance in finding dstridutor in Brazil), and approximately $0.3 nlfi in legal fees (also related primarily
compliance with Securities and Exchange Commisstandards), and approximately $0.2 million increiasmiscellaneous expenses. Ger
and administrative expense as a percentage ofuevienreased to 103.5% in 2011 from 47.7% in 2010.

Financial Expenses For the nine months ended September 30, 20th&ndial expense increased 496.7% to approximatel§
million from $0.2 million during the same period #010. The increase in expense resulted primardynfa oneime financial expen:
recording of approximately $0.6 million in the figuarter of 2011 pertaining to the revaluatioranfoutstanding convertible loan at fair vi
prior to redemption and approximately $0.2 millimm the favorable impact of exchange rate diffeemnfor the nine months ended Septer
30, 2010 that did not occur during the nine momthded September 30, 2011. This increase was Ipaditset by a decrease of approxima
$0.1 million in miscellaneous expenses. Finaneiglense as a percentage of revenue increased f56mid 2010, to 19.0% in 2011.

Tax Expenses Tax expense remained relatively flat at $45,f20Q@he nine months ended September 30, 2011, rapa@d to $39,0(
during the same period in 2010. Our expenses fumre taxes reflect primarily the tax liability dieepotential tax exposure.

Net Loss Our net loss increased by approximately $4.2ionil or 187.3%, to $6.4 million for the nine mostended September
2011 from $2.2 million during the same period in@0The increase in net loss resulted primarilynfran increase in operating expense
approximately $4.0 million (see above for explamas) and an increase of approximately $0.7 miliioriinancial expenses (see above
explanation). This increase was partially offseanyincrease in gross profit of approximately $@ibion.
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Liquidity and Capital Resources
Nine months Ended September 30, 2011 Comparedtomibnths Ended September 30, 2

General. At September 30, 2011, we had cash and cashagnts of approximately $7.5 million, as compai@&0.6 million at
December 31, 2010. The increase is attributablagily to the private placement conducted in coafiom with the share exchange
transactions on March 31, 2011 and other privatgtydgssuances prior to and after the share exahémagsactions. We have historically met
our cash needs through a combination of issuannewfshares, borrowing activities and sales. Osin caquirements are generally for product
development, clinical trials, marketing and saletdvdies, finance and administrative cost, capiégbenditures and general working capital.

Cash used in our operating activities was approtéin&3.9 million for the nine months ended Septen80, 2011, and approximat
$2.2 million for the same period in 2010. The pijral reasons for the usage of cash in our opeyatitivities for the nine months ended
September 30, 2011 include a net loss of approxin&6.4 million, and a decrease in working captfadpproximately $1.2 million, offset by
approximately $2.8 million in non-cash share basmdpensation, and approximately $0.9 million in foash financial expenses related to the
revaluation of a convertible loan.

Cash flow generated from investing activities wpgraximately $0.1 million during the nine monthsled September 30, 2011,
compared to approximately $0.1 million of cash ulsgdhvesting activities during the same perio@@10. The principal reason for the
increase in cash flow from investing activities veadecrease in restricted cash of approximatel® gdlion.

Cash flow generated from financing activities wppraximately $10.8 million for the nine months edd&&eptember 30, 2011, and
$2.7 million for the same period in 2010. The piral reason for the increase in cash flow fronaficing activities during 2011 was the pri\
placement conducted in conjunction with the shachange transactions on March 31, 2011 and otliatprequity issuances and exercise of
options prior to and after the share exchange acims in the aggregate amount of approximateB Bmillion, offset by the repayment of t
non-converted portion of a convertible loan in #meount of approximately $1.0 million and the panteggayment of a long-term loan in the
amount of approximately $0.3 million.

As of September 30, 2011, our current assets erdesdtrent liabilities by a multiple of 3.2. Curtessets increased approximately
$7.6 million during 2011, mainly due to cash raiémun the private placements in 2011, while curiettilities decreased approximately $0.3
million during the same period. As a result, ourkirng capital surplus increased by approximately$8illion to approximately $7.9 million
during the nine months ended September 30, 2011.

Credit Facilities. As of September 30, 2011, we had a long term loghe amount of approximately $0.2 million beagrinterest ¢
the three month U.S. Dollar LIBOR rate plus 4% aenum. The loan is payable in eight quarterly iimstents during a period of three ye
that began in April 2010 and ends in January 204&ording to the loan agreement, in case of afit teansaction,"we will be required to pz
to the bank an additional $0.25 million if the sueceived in a “liquidity event” or the value of tetempany in an “IPO’ls higher than $1(
million.

Convertible Loans Prior to September 30, 2011, we had a convertibhn with an aggregate principal amount outstandii
approximately $1.58 million that bore 8% intereBbllowing the share exchange transactions on M&th2011, $580,000 plus accr
interest converted into shares of our common stddie remaining principle in the amount of $1.0limil was repaid on May 15, 2011.

Sales of Stock For the nine months ended September 30, 201lssued an aggregate of 9,415,145 shares of constogk an
warrants to purchase 6,709,073 shares of commaok &io gross proceeds of approximately $12.0 nrillio
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Off Balance Sheet Arrangements

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

Recent Accounting Pronouncements

In October 2009, the Financial Accounting Stand&dard (“FASB”)issued amendments to the accounting and disclésurevenue
recognition. These amendments, effective for figealrs beginning on or after June 15, 2010 (eadpton is permitted), modify the criteria
for recognizing revenue in multiple element arrangats and require companies to develop a bestastiofi the selling price to separate
deliverables and allocate arrangement considerasorg the relative selling price method. Addititywethe amendments eliminate the residual
method for allocating arrangement considerations.dd& not expect the standard to have materialtadfeour consolidated financial
statements.

In January 2010, the FASB updated the “Fair Vallmadirements Disclosured/ore specifically, this update will require (a) antity
to disclose separately the amounts of significeamdfers in and out of Levels 1 and 2 fair valuasueements and to describe the reasons for
the transfers; and (b) information about purchas&les, issuances and settlements to be preseqmadhtely (i.e. present the activity on a gross
basis rather than net) in the reconciliation far falue measurements using significant unobseevatguts (Level 3 inputs). This update
clarifies existing disclosure requirements for el of disaggregation used for classes of asgetdiabilities measured at fair value, and
require disclosures about the valuation technigunekinputs used to measure fair value for bothrrergand nonrecurring fair value
measurements using Level 2 and Level 3 inputs. WHishecome effective as of the first interim orraual reporting period beginning after
December 15, 2009, except for the gross presentafithe Level 3 roll forward information, which fiequired for annual reporting periods
beginning after December 15, 2010 and for inteeporting periods within those years. The adoptiohe new guidance did not have a
material impact on our consolidated financial stegats.

In May 2011, the FASB issued amended guidance aatbdure requirements for fair value measurementese amendments are
expected to have a material impact to our consi@aiinancial results. These changes will be efffeclanuary 1, 2012 on a prospective basis.
Early application is not permitted.

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

As of September 30, 2011, we conducted an evahjatioder the supervision and participation of manaent including our chief
executive officer and chief financial officer, tiet effectiveness of our disclosure controls andguiares (as defined in Rule 13a-15(e) and
Rule 15d-15(e) of the Securities Exchange Act &41%s amended). There are inherent limitatiorikeceffectiveness of any system of
disclosure controls and procedures. Accordinglgnesffective disclosure controls and proceduresocayprovide reasonable assurance of
achieving their control objectives.

Based upon this evaluation, our chief executiveceffand chief financial officer concluded that @iisclosure controls and procedures
are effective at the reasonable assurance leva Ssptember 30, 2011.

Changes in Internal Control over Financial Reportirng

There were no changes in our internal control dwancial reporting during the first quarter thaaterially affected, or are reasonably
likely to materially affect, our internal controber financial reporting.
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PART Il - OTHER INFORMATION
Iltem 1A. Risk Factors

There are numerous and varied risks, known and envkinthat may prevent us from achieving our godeu should carefully consider the
risks described below and the financial and otimolimation included in this Form 10-Q, and our amed registration statement on Form S-
1/A filed with the Securities and Exchange Comiorissn October 12, 2011, as may be amended. |battye following risks, or any other
risks not described below, actually occur, it kly that our business, financial condition, andéperating results could be materially
adversely affected, and actual outcomes may vatgnmdy from those included in this Form 10-Q.

Risks Related to Our Business

We expect to derive our revenue from sales of ouBivard ™ stent products and other products we may develtpve fail to generate
revenue from this source, our results of operatioasd the value of our business would be materiaiyd adversely affected.

We expect our revenue to be generated from salesrdflGuard™ stent products and other products ag develop. Future sales of
these products, if any, will be subject to the igtcef regulatory approvals and commercial and retwncertainties that may be outside our
control. If we fail to generate such revenues,results of operations and the value of our busia@sl securities could be materially and
adversely affected.

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

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

The validity of our patent claims depends, in pantwhether prior art references exist that desasibrender obvious our inventions
of the filing date of our patent applications. Viay not have identified all prior art, such as W&d foreign patents or published applications
or published scientific literature, that could ahedy affect the patentability of our pending pat@pplications. For example, patent
applications in the U.S. are maintained in confaefor up to 18 months after their filing. In son@ses, however, patent applications remain
confidential in the U.S. Patent and Trademark @ffar the entire time prior to issuance as a Uafemt. Patent applications filed in countries
outside the U.S. are not typically published uatileast 18 months from their first filing dateim8arly, publication of discoveries in the
scientific or patent literature often lags behitual discoveries. Therefore, we cannot be cettaibhwe were the first to invent, or the first to
file patent applications relating to, our stentitealogies. In the event that a third party hae éiled a U.S. patent application covering our
stents or a similar invention, we may have to pgoéite in an adversarial proceeding, known as tanfarence, declared by the U.S. Patent and
Trademark Office to determine priority of inventionthe U.S. It is possible that we may be unsssitg in the interference, resulting in a loss
of some portion or all of our position in the U.Bhe laws of some foreign jurisdictions do not paottintellectual property rights to the same
degree as in the U.S., and many companies haveietered significant difficulties in protecting addfending such rights in foreign
jurisdictions. If we encounter such difficultiesare otherwise precluded from effectively protegtour intellectual property rights in forei
jurisdictions, our business prospects could betankiglly harmed
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We may initiate litigation to enforce our paterghis on any patents issued on pending patent apipls, which may prompt
adversaries in such litigation to challenge thedigi, scope or enforceability of our patents.al€ourt decides that such patents are not valid,
not enforceable or of a limited scope, we may rerthe right to stop others from using our invamgi Also, even if our patents are
determined by a court to be valid and enforcedahky may not be sufficiently broad to prevent oshfieom marketing products similar to ours
or designing around our patents, despite our paigms, nor provide us with freedom to operatamymeded by the patent rights of others.

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

We have a history of net losses and may experignbgre losses

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

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

We currently manufacture our MGuard™ stent at aailities in Tel Aviv, Israel, and we have contetiwith QualiMed Innovative
Medizinprodukte GmbH, a German manufacturer, tisags production. If there were a disruption tr @xisting manufacturing facility, we
would have no other means of manufacturing our MGUastent until we were able to restore the martufagy capability at our facility or
develop alternative manufacturing facilities. & were unable to produce sufficient quantitieswofMGuard™ stent for use in our current and
planned clinical trials, or if our manufacturingopess yields substandard stents, our developmedrt@anmercialization efforts would be
delayed.

We currently have limited resources, facilities axgerience to commercially manufacture our prodactdidates. In order to prodi
our MGuard™ stent in the quantities that we anétapwill be required to meet anticipated market aed) we will need to increase, or “scale
up,” the production process by a significant facteer the current level of production. There ahhical challenges to scaling-up
manufacturing capacity, and developing commeraialesmanufacturing facilities will require the irstment of substantial funds and hiring
and retaining additional management and technieagnnel who have the necessary manufacturing iexger We may not successfully
complete any required scale-up in a timely mannat all. If unable to do so, we may not be ablproduce our MGuard™ stent in sufficient
guantities to meet the requirements for the lawfahe product or to meet future demand, if at #llwe develop and obtain regulatory
approval for our MGuard™ stent and are unable toufecture a sufficient supply of our MGuard™ stentr revenues, business and financial
prospects would be adversely affected. In addiifathe scaledip production process is not efficient or produstesits that do not meet qua
and other standards, our future gross margins reejng. Also, our current and planned persontystesns, procedures and controls may not
be adequate to support our anticipated growthvelfire unable to manage our growth effectively,bmsiness could be harmed.
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Additionally, any damage to or destruction of oel Aviv facilities or its equipment, prolonged pawmitage or contamination at our
facility would significantly impair our ability tproduce MGuard™ stents.

Finally, the production of our MGuard™ stent mustur in a highly controlled, clean environment tmimize particles and other
yield and qualit-limiting contaminants. In spite of stringent gtiatontrols, weaknesses in process control or eifmapurities in materials
may cause a substantial percentage of defectivdupt® in a lot. If we are unable to maintain gfent quality controls, or if contamination
problems arise, our clinical development and conemézation efforts could be delayed, which woulttin our business and results of
operations.

Clinical trials necessary to support a prearket approval application will be lengthy and expsive and will require the enrollment of a lar
number of patients, and suitable patients may b#idilt to identify and recruit. Any such delay diailure of clinical trials could prevent us
from commercializing our stent products, which walimaterially and adversely affect our results ofayptions and the value of oL
business.

Clinical trials necessary to support a pnarket approval application to the U.S. Food andgDkdministration for our MGuard™ ste
will be expensive and will require the enrollmehtadarge number of patients, and suitable patieratg be difficult to identify and recruit,
which may cause a delay in the development and ecialization of our product candidates. Clinitéls supporting a pre-market approval
applications for the Cypher stent developed by dohr& Johnson and the Taxus Express2 stent devkelmpBoston Scientific Corporation,
which were approved by the U.S. Food and Drug Adstristion and are currently marketed, involved grattpopulations of approximately
1,000 and 1,300, respectively, and a 12-monthyiollp period. In some trials, a greater numberatfemts and a longer follow up period may
be required. The U.S. Food and Drug Administratiaay require us to submit data on a greater numtygateents or for a longer follow-up
period than those for pmaarket approval applications for the Cypher stk e Taxus Express2 stent. Patient enrollmedlinical trials an
the ability to successfully complete patient folloyy depends on many factors, including the sizé@fatient population, the nature of the
protocol, the proximity of patients to clinicales, the eligibility criteria for the clinical tri@nd patient compliance. For example, patients may
be discouraged from enrolling in our clinical tsidl the trial protocol requires them to undergte@sive post-treatment procedures or follopv-
to assess the safety and efficacy of our prodocthey may be persuaded to participate in conteam@mus clinical trials of competitive
products. In addition, patients participating ur clinical trials may die before completion of til or suffer adverse medical events unrel
to or related to our products. Delays in patiewb#ment or failure of patients to continue tof@pate in a clinical trial may cause an increase
in costs and delays or result in the failure ofcdlieical trial.

In addition, the length of time required to comelelinical trials for pharmaceutical and medicalide products varies substantially
according to the degree of regulation and the tgpmplexity, novelty and intended use of a prodant] can continue for several years and
millions of dollars. The commencement and comptetf clinical trials for our products under deyaieent may be delayed by many factors,
including governmental or regulatory delays andhges in regulatory requirements, policy and guigdior our inability or the inability of a1
potential licensee to manufacture or obtain froidtparties materials sufficient for use in preal studies and clinical trials.

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

We believe that physicians will not widely adope tGuard™ stent unless they determine, based ogriexge, long-term clinical
data and published peer reviewed journal artithest,the use of our MGuard™ stent provides a safieeffective alternative to other existing
treatments for coronary artery disease, includmgieary artery bypass grafting balloon angioplastyre-metal stents and other drug-eluting
stents, provided by Johnson & Johnson, Boston 8fiee@orporation, Medtronic Inc., Abbott Laborates and others.
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We cannot provide any assurance that the datectedlédrom our current and planned clinical triaif e sufficient to demonstrate
that the MGuard™ stents are an attractive alteredt other procedures. If we fail to demonsteatiety and efficacy that is at least
comparable to other drug-eluting stents or bareahsténts that have received regulatory approvalthat are available on the market, our
ability to successfully market the MGuard™ stent e significantly limited. Even if the data cetited from clinical studies or clinical
experience indicate positive results, each physigsiactual experience with our MGuard™ stent waty. Clinical trials conducted with the
MGuard™ stent have involved procedures performeghysicians who are technically proficient and lsigh-volume stent
users. Consequently, both short-term and long-tesults reported in these clinical trials may igmi§icantly more favorable than typical
results of practicing physicians, which could negdy affect rates of adoptions of our productse Wso believe that published peer-reviewed
journal articles and recommendations and suppoitflyential physicians regarding our MGuard™ steiit be important for marke
acceptance and adoption, and we cannot assurdgbwe will receive these recommendations and stpmothat supportive articles will be
published.

In addition, currently, physicians consider drugtielg stents to be the industry standard for treatnof coronary artery
disease. While we believe that the MGuard™ steatsafe and effective alternative, it is not ayeleluting stent, which may further hinder its
support and adoption by physicians.

Our products are based on a new technology, andharee only limited experience in regulatory affairghich may affect our ability or the
time required to navigate complex regulatory regeinents and obtain necessary regulatory approvdlsuch approvals are received at
all. Regulatory delays or denials may increase @asts, cause us to lose revenue and materially addersely affect our results of
operations and the value of our business.

Because our products are new and long-term suaceasures have not been completely validated, regylagencies, including the
U.S. Food and Drug Administration, may take a gigant amount of time in evaluating product appia@aplications. For example, there are
currently several methods of measuring restenaslsage do not know which of these metrics, or coratian of these metrics, will be
considered appropriate by the U.S. Food and DrugiAidtration for evaluating the clinical efficacy stents. Treatments may exhibit a
favorable measure using one of these metrics anthfavorable measure using another metric. Anyghan the accepted metrics may result
in reconfiguration of, and delays in, our clinit@hls. Additionally, we have only limited expemiee in filing and prosecuting the applications
necessary to gain regulatory approvals, and oniceli, regulatory and quality assurance personmetarrently composed of only 3
employees. As aresult, we may experience a legglatory process in connection with obtaining tatury approvals for our products.

In addition, the products we and any potentialigees license, develop, manufacture and marksuaject to complex regulatory
requirements, particularly in the U.S., Europe Asdh, which can be costly and tineensuming. There can be no assurance that sucbvaty
will be granted on a timely basis, if at all. Fhetmore, there can be no assurance of continuegdlizome with all regulatory requirements
necessary for the manufacture, marketing and sdle@roducts we will offer in each market wheuets products are expected to be sold, or
that products we have commercialized will contitmeomply with applicable regulatory requiremenifsa government regulatory agency w
to conclude that we were not in compliance withligpple laws or regulations, the agency could togti proceedings to detain or seize our
products, issue a recall, impose operating rektrist enjoin future violations and assess civil anichinal penalties against us, our officers or
employees and could recommend criminal prosecutimthermore, regulators may proceed to ban,qurast the recall, repair, replacemen
refund of the cost of, any device manufacturedott by us. Furthermore, there can be no assuithat@ll necessary regulatory approvals
be obtained for the manufacture, marketing andisad@y market of any new product developed or &émgt potential licensee will 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 witongoing regulatory requirements, or
we experience unanticipated problems with our prati these products could be subject to restricsiam withdrawal from the market.

Any product for which we obtain marketing approiwathe U.S., along with the manufacturing procespest-approval clinical data
and promotional activities for such product, wil ubject to continual review and periodic inspediby the U.S. Food and Drug
Administration and other regulatory bodies. Intjgaitar, we and our suppliers will be required tomply with the U.S. Food and Drug
Administration’s Quality System Regulation for thianufacture of our MGuard™ stent, which coversnigghods and documentation of the
design, testing, production, control, quality aasge, labeling, packaging, storage and shippirangfproduct for which we obtain marketing
approval in the U.S. The U.S. Food and Drug Adstiation enforces the Quality System Regulationuh unannounced inspections. We
and our third-party manufacturers and supplierehat yet been inspected by the U.S. Food and Bdmginistration and will have to
successfully complete such inspections before weive U.S. regulatory approval for our productsilife by us or one of our suppliers to
comply with statutes and regulations administenethke U.S. Food and Drug Administration and otlegyulatory bodies, or failure to take
adequate response to any observations, could iasalhong other things, any of the following erfEment actions:

warning letters or untitled letter

« fines and civil penalties

« unanticipated expenditures;

« delays in approving, or refusal to approve, our pid;

« withdrawal or suspension of approval by the U.Sd=and Drug Administration or other regulatory ke
« product recall or seizur

- orders for physician notification or device repaéplacement or refund,

« interruption of production

e Operating restrictions;

e injunctions; and

« criminal prosecutior

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

Even if regulatory approval of a product is granitethe U.S., the approval may be subject to litiates on the indicated uses for
which the product may be marketed. If the U.S.drand Drug Administration determines that our préormal materials, training or other
activities constitutes promotion of an unapprovsd, it could request that we cease or modify ainitng or promotional materials or subject
us to regulatory enforcement actions. It is algssjble that other federal, state or foreign erdiorent authorities might take action if they

consider our training or other promotional material constitute promotion of an unapproved useclhbould result in significant fines or
penalties under other statutory authorities, suclaas prohibiting false claims for reimbursement.
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Moreover, any modification to a device that hagieed U.S. Food and Drug Administration approvat ttould significantly affect it
safety or effectiveness, or that would constituteagor change in its intended use, design or mahufa, requires a new approval from the L
Food and Drug Administration. If the U.S. Food &vdig Administration disagrees with any determioatby us that new approval is not
required, we may be required to cease marketirig tecall the modified product until approval ig@ibed. In addition, we could also be
subject to significant regulatory fines or penaitie

Additionally, we may be required to conduct cogtbst-market testing and surveillance to monitordafety or efficacy of our
products, and we will be required to report advengents and malfunctions related to our produttger discovery of previously unknown
problems with our products, including unanticipaseiderse events or adverse events of unanticigatestity or frequency, manufacturing
problems, or failure to comply with regulatory r@gments, such as Quality System Regulation, mayltré restrictions on such products or
manufacturing processes, withdrawal of the prodfrots the market, voluntary or mandatory recalise$, suspension of regulatory approvals,
product seizures, injunctions or the impositiortiofl or criminal penalties.

Further, healthcare laws and regulations may chamgeficantly in the future. Any new healthcagevs or regulations may adversely
affect our business. A review of our businessdoyrts or regulatory authorities may result in eed@ination that could adversely affect our
operations. In addition, the healthcare regulatsryironment may change in a way that restrictsoperations.

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

We intend to market our products in internationarkets. In order to market our products in otleeeifyn jurisdictions, we must
obtain separate regulatory approvals from thosaioéd in the U.S. and Europe. The approval pragedaries among countries and can
involve additional testing, and the time requiredbtain approval may differ from that requirecbtmain CE Mark or U.S. Food and Drug
Administration approval. Foreign regulatory apmbprocesses may include all of the risks assatiatth obtaining CE Mark or U.S. Food
and Drug Administration approval in addition to ethisks. We may not obtain foreign regulatoryrappls on a timely basis, if at all. CE
Mark does not ensure approval by regulatory autiesrin other countries. We may not be able ®ffil requlatory approvals and may not
receive necessary approvals to commercialize mdyuats in certain markets.

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

The medical device market is highly competitive e Wdmpete with many medical service companiesaritls. and internationally in
connection with our current product and productdanrdevelopment. We face competition from numephesmaceutical and biotechnology
companies in the therapeutics area, as well as etitiop from academic institutions, government ages and research institutions. When we
commercialize our products, we expect to face sgarompetition from Cordis Corporation, a subsid@rJohnson & Johnson, Boston
Scientific Corporation, Guidant, Medtronic, Incbiott Vascular Devices, Terumo and others. Mostusfcurrent and potential competitors,
including but not limited to those listed aboveyéaand will continue to have, substantially greéiteancial, technological, research and
development, regulatory and clinical, manufacturimgrketing and sales, distribution and persoresdurces than we do. There can be no
assurance that we will have sufficient resourcesutwessfully commercialize our products, if anéwthey are approved for sale. The
worldwide market for stent products is charactetilg intensive development efforts and rapidly ambitag technology. Our future success
will depend largely upon our ability to anticipated keep pace with those developments and adva@esent or future competitors could
develop alternative technologies, products or niedtethat are more effective, easier to use or memnomical than what we or any potential
licensee develop. If our technologies or prodbetsome obsolete or uncompetitive, our related proslales and licensing revenue would
decrease. This would have a material adverseteaffeour business, financial condition and resoiitsperations.
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We may become subject to claims by much larger hatter capitalized competitors seeking to invaligl@tur 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-capitalized companies that own or conpaikents relating to stents and their use, manukaetud delivery, we believe that it is
possible that one or more third parties will asagstitent infringement claim against the manufagtuse or sale of our MGuard™ stent based
on one or more of these patents. Itis also plesHilat a lawsuit asserting patent infringement im@tated claims may have already been filed
against us of which we are not aware. A numbéhede patents are owned by very large and weltalgggd companies that are active
participants in the stent market. As the numberoofipetitors in the stent market grows, the polsilaf patent infringement by us, or a patent
infringement claim against us, increases.

These companies have maintained their positiohémtarket by, among other things, establishingdleédtial property rights relating
to their products and enforcing these rights agively against their competitors and new entramtts the market. All of the major companies
in the stent and related markets, including BoSoientific Corporation, Johnson & Johnson and Medt, Inc., have been repeatedly invol
in patent litigation relating to stents since asie1997. The stent and related markets have iexged rapid technological change and
obsolescence in the past, and our competitors $taweg incentives to stop or delay the introductibnew products and technologies. We
pose a competitive threat to many of the companiéise stent and related markets. Accordingly, ynafithese companies will have a strong
incentive to take steps, through patent litigatootherwise, to prevent us from commercializing products.

If we fail to maintain or establish satisfactory agements with suppliers, we may not be able to obtaaterials that are necessary to deve
our products.

We depend on outside suppliers for certain raw rizdée These raw materials or components may Ingtyes be available at our
standards or on acceptable terms, if at all, andha be unable to locate alternative suppliersrodgce necessary materials or components or
our own.

Some of the components of our products are cuyr@ntlvided by only one vendor, or a single-sounggpéier. We depend on
QualiMed Innovative Medizinprodukte GmbH, which méarctures the body of the stent, MeKo Laserstrabhtdvialbearbeitung for the laser
cutting of the stent, Natec Medical Ltd. for th@ply of catheters and Biogeneral Inc. for the fil&e may have difficulty obtaining similar
components from other suppliers that are acceptalilee U.S. Food and Drug Administration or forerggulatory authorities if it becomes
necessary.

If we have to switch to a replacement supplier wileface additional regulatory delays and the intgtion of the manufacture and
delivery of our MGuard™ stent for an extended pebtime, which would delay completion of our atial trials or commercialization of our
products. In addition, we will be required to dbtparior regulatory approval from the U.S. Food @vig Administration or foreign regulatory
authorities to use different suppliers or composéinat may not be as safe or as effective. Aswatreegulatory approval of our products may
not be received on a timely basis or at all.

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

We may be exposed to product liability claims basedhe use of any of our products, or productsriparating our licensed
technology, in clinical trials. We may also be eged to product liability claims based on the séleny such products following the receipt of
regulatory approval. Product liability claims cddde asserted directly by consumers, heedtte providers or others. We have obtained prt
liability insurance coverage; however such insueamay not provide full coverage for our future iai trials, products to be sold, and other
aspects of our business. We also have liabil#yiance for our ongoing clinical trial in Europ@surance coverage is becoming increasingly
expensive and we may not be able to maintain cuc@rerages, or expand our insurance coveragehada future clinical trials or the sale of
products incorporating our licensed technology d@rketing approval is obtained for such products, masonable cost or in sufficient amounts
to protect against losses due to product liabdityt all. A successful product liability claim series of claims brought against us could result
in judgments, fines, damages and liabilities tloatld have a material adverse effect on our busjriessicial condition and results of
operations. We may incur significant expense itigaing and defending these claims, even if theydt result in liability. Moreover, even if
no judgments, fines, damages or liabilities aredsgul on us, our reputation could suffer, which ddwdlve a material adverse effect on our
business, financial condition and results of openat
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We may implement a product recall or voluntary matkwithdrawal due to product defects or product emtements and modifications,
which would significantly increase our costs.

The manufacturing and marketing of our MGuard ™ tspeaducts involves an inherent risk that our peidumay prove to be
defective. In that event, we may voluntarily impkmha recall or market withdrawal or may be reqliedo so by a regulatory authority. A
recall of one of our products, or a similar prodongtnufactured by another manufacturer, could imgeies of the products we market as a
result of confusion concerning the scope of thaltex as a result of the damage to our reputdtiomguality and safety.

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

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

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

We operate globally and develop and manufacturduymts in our research and manufacturing facilitlesiultiple
countries. Consequently, we face complex legalragdlatory requirements in multiple jurisdictiomghich may expose us to certain financial
and other risks. International sales and operatise 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@gtioes, including export license requirementsidraarriers, tariffs and tax law
« changes in labor conditions;

« burdensand costs of compliance with a variety of foreigws;

« political and economic instability;
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« increases in duties and taxation;

- foreign tax laws and potential increased costsdaatanl with overlapping tax structure
« greater difficulty in protecting intellectual prapg and

« general economic and political conditions in thieseign markets

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

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

The availability and levels of reimbursement by gmmental and other third party payors affect tlaeket for our product
candidates. The efficacy, safety, performancecastieffectiveness of our product candidates and ofcamgpeting products will determine
availability and level of reimbursement. Reimbungait and healthcare payment systems in internatinaekets vary significantly by country,
and include both government sponsored healthcat@@vate insurance. To obtain reimbursement wirgy approval in some countries, we
may be required to produce clinical data, which nm&plve one or more clinical trials, that compattes cost-effectiveness of our products to
other available therapies. We may not obtain irg8onal reimbursement or pricing approvals imgety manner, if at all. Our failure to
receive international reimbursement or pricing appls would negatively impact market acceptanceunfproducts in the international mark
in which those approvals are sought.

We believe that future reimbursement may be sulbjeicicreased restrictions both in the U.S. anidtiernational markets. There is
increasing pressure by governments worldwide tdaiorhealth care costs by limiting both the coveragd the level of reimbursement for
therapeutic products and by refusing, in some ¢asggsovide any coverage for products that haweoren approved by the relevant regulatory
agency. Future legislation, regulation or reimburent policies of third party payors may adversélgct the demand for our products
currently under development and limit our abilidysell our product candidates on a profitable bakisaddition, third party payors continually
attempt to contain or reduce the costs of healthbgrchallenging the prices charged for healthpavducts and services. If reimbursement for
our products is unavailable or limited in scopewrount or if pricing is set at unsatisfactory lsy@harket acceptance of our products would be
impaired and future revenues, if any, would be esblg affected.

In the U.S., our business could be significantly diadversely affected by recent healthcare reformistation and other administration an
legislative proposals.

The Patient Protection and Affordable Care Act Eiedlth Care and Educational Reconciliation Acthie U.S. were enacted into law
in March 2010. Certain provisions of these act$ mat be effective for a number of years and tregeemany programs and requirements for
which the details have not yet been fully estalglisbr consequences not fully understood, anduim@dear what the full impacts will be from
the legislation. The legislation does levy a 2.8%6ise tax on all U.S. medical device sales begmim 2013. If we commence sales of our
MGuard™ stent in the U.S., this new tax may mallgrand adversely affect our business and restileperations. The legislation also focu
on a number of Medicare provisions aimed at imprg\juality and decreasing costs. It is uncertathia point what negative unintended
consequences these provisions will have on patieress to new technologies. The Medicare prowsiociude value-based payment
programs, increased funding of comparative effectdss research, reduced hospital payments foraeideadmissions and hospital acquired
conditions, and pilot programs to evaluate altevegbayment methodologies that promote care coatidin (such as bundled physician and
hospital payments). Additionally, the provisionslude a reduction in the annual rate of inflafionhospitals starting in 2011 and the
establishment of an independent payment advisoaydhim recommend ways of reducing the rate of gnawiMedicare spending. We cannot
predict what healthcare programs and regulatiofidowiultimately implemented at the federal orsfatvel in the U.S., or the effect of any
future legislation or regulation. However, any mpes that lower reimbursements for our producteduce medical procedure volumes could
adversely affect our business and results of ojoersat
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Our strategic business plan may not produce theeimled growth in revenue and operating income.

Our strategies include making significant investteen sales and marketing programs to achieve tegnowth and margin
improvement targets. If we do not achieve the etguebenefits from these investments or othervdgied execute on our strategic initiatives,
we may not achieve the growth improvement we agetang and our results of operations may be adleedfected.

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

We may have violated Israeli securities law.

We may have violated section 15 of the Israeli @gcuaw of 1968. Section 15 to the Israeli Setyukiaw of 1968 requires the filing
of a prospectus with the Israel Security Authosibd the delivery thereof to purchasers in conneatith an offer or sale of securities to more
than 35 parties during any 12 month period. Wegaltlly issued securities to more than 35 investorisig certain 12nonth periods, ending
October 2008. Our wholly-owned subsidiary, InsiiEeLtd, a private company incorporated under theslaf the State of Israel, applied for a
no-action determination from the Israel Securitythfauity on February 14, 2011 in connection with theegoing. To date, the Israel Security
Authority has not responded to InspireMD Ltd.’s kgagion for no-action determination and we arehlado predict when a response will be
received. The maximum penalties for violating mecil5 of the Israeli Security Law of 1968 are @lofvs: imprisonment of 5 years; a fine of
up to approximately $317,000 to be paid by managewiethe violating company; and a fine of up t@agximately $1,590,000 to be paid by
the violating company, any of which penalties coddsult in a material adverse effect on our openati

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

We will need to raise additional capital in theuiwt, which may not be available on reasonable temas all. We recently raised
approximately $10,500,000 and expect that suchegms, together with our income, will be insuffidiém fully realize all of our business
objectives. For instance, we will need to raisditamhal funds to accomplish the following:

e  pursuing growth opportunities, including more rapighansion

° acquiring complementary businesses;

° making capital improvements to improve our infrasture;
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° hiring qualified management and key employees;
° developing new services, programming or products;
° responding to competitive pressur
e  complying with regulatory requirements such asnigiag and registration; at
° maintaining compliance with applicable lav

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

The terms of any securities issued by us in futaygtal transactions may be more favorable to mastors, and may include
preferences, superior voting rights and the issei@fievarrants or other derivative securities, whitdly have a further dilutive effect on the
holders of any of our securities then outstanding.

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

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

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

All of our assets are located outside the U.S.veadlo not currently maintain a permanent placeusiriess within the U.S. In
addition, most of our directors and all of our offis are nationals and/or residents of countriesrahan the U.S., and all or a substantial
portion of such persons’ assets are located outs&®.S. As a result, it may be difficult for irsters to enforce within the U.S. any judgments
obtained against us or any of our non-U.S. dirsctorofficers, including judgments predicated ugfencivil liability provisions of the
securities laws of the U.S. or any state thereohgequently, you may be effectively prevented fparsuing remedies under U.S. federal and
state securities laws against us or any of ourd@h-directors or officers.

Risks Related to Our Organization and Our Common Stck

We are subject to financial reporting and other neigements for which our accounting, internal audand other management systems and
resources may not be adequately prepared.

On March 31, 2011, we became subject to reportimbodher obligations under the Securities Exchakgeof 1934, as amended,
including the requirements of Section 404 of theb8aes-Oxley Act. Section 404 will require us tadoct an annual management assessment
of the effectiveness of our internal controls dfieancial reporting and to obtain a report by cutépendent auditors addressing these
assessments. These reporting and other obligatidindace significant demands on our managemaethiaistrative, operational, internal au
and accounting resources. We are presently upgradinsystems; implementing financial and managémemtrols, reporting systems and
procedures; implementing an internal audit functeomd we have hired additional accounting, inteenalit and finance staff. If we are unable
to accomplish these objectives in a timely andatiffe fashion, our ability to comply with our fineial reporting requirements and other rules
that apply to reporting companies could be impaifedy failure to maintain effective internal cons@ould have a material adverse effect on
our business, operating results and stock priceebler, effective internal control is necessaryusto provide reliable financial reports and
prevent fraud. If we cannot provide reliable fingh reports or prevent fraud, we may not be ableénage our business as effectively as we
would if an effective control environment existathd our business and reputation with investors loealygarmed.
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Because we became public by means (‘reverse merger,” we may not be able to attract itéention of major brokerage firms.

There may be risks associated with us becominggttisbugh a “reverse merger” with a shell compahki$hough the shell company
did not have recent or past operations or assetsvarperformed a due diligence review of the stethpany, there can be no assurance th:
will not be exposed to undisclosed liabilities iéag from the prior operations of the shell compa8ecurities analysts of major brokerage
firms and securities institutions may also not jslevcoverage of us because there were no brad@iers who sold our stock in a public offe
that would be incentivized to follow or recommehé purchase of our common stock. The absence bfregsearch coverage could limit
investor interest in our common stock, resultinglécreased liquidity. No assurance can be givanetablished brokerage firms will, in the
future, want to cover our securities or conduct segondary offerings or other financings on ouratfeh
Our stock price may be volatile after this offering/hich could result in substantial losses for irsters.

The market price of our common stock is likely #sotighly volatile and could fluctuate widely in pesmse to various factors, many of
which are beyond our control, including the followi

« technological innovations or new products and sesvby us or our competitol
« additions or departures of key personnel;

« sales of our common stock, particularly under agistration statement for the purposes of sellmgaher securities
including management shar:

« limited availability of freel-tradable” unrestricte” shares of our common stock to satisfy purchasergia®ed demanc
« our ability to execute our business plan;

« oOperating results that fall below expectatic

« loss of any strategic relationship;

« industry development:

« economic and other external factors; and

o perioc-to-period fluctuations in our financial resul

In addition, the securities markets have from ttméme experienced significant price and volumetilations that are unrelated to the
operating performance of particular companies. &mearket fluctuations may also significantly afféred market price of our common stock.
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We are subject to penny stock rules which will make shares of our common stock more difficult tells

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

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

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

Our shares of common stock are thinly traded. Buehe illiquidity, the market price may not acataly reflect our relativ
value. There can be no assurance that there svitlrbactive market for our shares of common stitblerenow or in the future. Because
common stock is so thinly traded, a large bloclstodires traded can lead to a dramatic fluctuatiadhenshare price and investors may nc
able to liquidate their investment in us at albkor price that reflects the value of the businksaddition, our common stock currently trade
the OTC Bulletin Board, which generally lacks thguldity, research coverage and institutional ineegollowing of a national securiti
exchange like the NYSE Amex, the New York Stock lamge or the Nasdaq Stock Market. While we intentist our common stock or
national securities exchange once we satisfy tiialitisting standards for such an exchange, weenily do not, and may not ever, satisfy ¢
initial listing standards.

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

Our board of directors is authorized to issue shafgreferred stock in one or more series anitthé voting powers, preferences
and other rights and limitations of the preferramtk. Accordingly, we may issue shares of prefegt®ck with a preference over our common
stock with respect to dividends or distributionsligmidation or dissolution, or that may otherwesdversely affect the voting or other rights of
the holders of common stock. Issuances of prefesteck, depending upon the rights, preferenceslasijnations of the preferred stock, may
have the effect of delaying, deterring or prevemainchange of control, even if that change of @dmhight benefit our stockholders.

Offers or availability for sale of a substantial mber 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 mapkete of our common stock a
make it more difficult for us to raise funds thrduigiture offerings of common stock. Upon the effeamtess of the registration statement of
which this prospectus forms a part, 414,942 shafresir common stock will become freely tradableattdition, an additional approximately
58,278,977 shares of our common stock will becoateable under Rule 144 following April 6, 2012. these shares and as additional shares
of our common stock become available for resatbépublic market, the supply of our common stodkincrease, which could decrease the
price of our common stock.
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In addition, if our stockholders sell substansimlounts of our common stock in the public markpgruthe expiration of any statutory
holding period under Rule 144, upon the expiratblock-up periods applicable to outstanding shavesipon the exercise of outstanding
options or warrants, it could create a circumstanmsamonly referred to as an “overhang” and in &oditon of which the market price of our
common stock could fall. The existence of an oveghavhether or not sales have occurred or are goguicould also make it more difficult
for us to raise additional financing through thie<d equity or equityrelated securities in the future at a time andeptiat we deem reasona
or appropriate.

We do not expect to pay dividends in the future.gAesult, any return on investment may be limitedthe 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 coieditand other business and economic factors abaand of directors may consider relevant.
If we do not pay dividends, our common stock mayelss valuable because a return on an investmentriocommon stock will only occur if
our stock price appreciates.

Risks Related to Our Intended Reverse Stock Split

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

The Nasdaqg Capital Market has numerous initiahlistequirements applicable to the listing of oamenon stock and its continued
listing thereafter. While we believe we currentlgehthese standards, other than the minimum big peiquirement of more than $4.00 per
share, we cannot assure you that our common stiickenaccepted for listing on the Nasdaq Capitalrkét following the reverse stock split
that we will maintain compliance with all of thegrtérements for our common stock to remain listedrdbver, there can be no assurance that
the market price of our common stock after the reatock split will adjust to reflect the decreaseommon stock outstanding or that the
market price following a reverse stock split wilher exceed or remain in excess of the currenketarice.

If the reverse stock split is implemented, the rigy per-share price may not attract institutional inves®rinvestment funds or brokers and
may not satisfy the investing guidelines of theagestors or brokers, and consequently, the tradiiggiidity of common stock may not
improve.

While we believe that a higher share price may kelperate investor and broker interest in our comstock, the reverse stock split
may not result in a share price that will attradtitutional investors or investment funds or $gtike investing guidelines of institutional
investors, investment funds or brokers. A decliméhe market price of our common stock after theerge stock split may result in a greater
percentage decline than would occur in the absehte reverse stock split. If the reverse stodk gpimplemented and the market price of
our common stock declines, the percentage declmeba greater than would occur in the absenceeofeterse stock split. The market pric
our common stock is also based on our performandether factors, which are unrelated to the nunobshares of common stock
outstanding.

Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

On April 18, 2011, we consummated a private placem#th an investor pursuant to which we sold 668,8hares of our common
stock and a five-year warrant to purchase up to38Bshares of common stock at an exercise prigd.80 per share for aggregate cash
proceeds of $1,000,000. The securities sold indfiexing were not registered under the Securiessof 1933, as amended, or the securities
laws of any state, and were offered and sold iameke on the exemption from registration underSbeurities Act of 1933, as amended,
provided by Section 4(2) and Regulation D (Rule)a@&der the Securities Act of 1933, as amendeds ifiviestor was an accredited investor
(as defined by Rule 501 under the Securities Adt9¥3, as amended) at the time of the private place.
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On April 18, 2011, we consummated a private placeméth two accredited investors (as defined byeRa01 under the Securities ,
of 1933, as amended), pursuant to which we solg3383shares of our common stock and a five-yearamaito purchase 141,667 shares of our
common stock at an exercise price of $1.80 peresliar aggregate cash proceeds of $425,000. Theises sold in this offering were not
registered under the Securities Act of 1933, asnaleé, or the securities laws of any state, and weeed and sold in reliance on the
exemption from registration under the Securities #c1933, as amended, provided by Section 4(2)Regllation D (Rule 506) under the
Securities Act of 1933, as amended.

On April 18, 2011, upon the consummation of thevabdescribed April 18, 2011 private placementsjssaed a five-year warrant to
purchase up to 57,000 shares of common stock exentise price of $1.80 per share to Palladium t8badvisors, LLC, our placement agent
in the April 18, 2011 private placements. The watrnaas not registered under the Securities Act931 as amended, or the securities laws of
any state, and was offered and sold in reliancéherexemption from registration afforded by Sect¢®) and Regulation D (Rule 506) under
the Securities Act of 1933, as amended, and casreBpg provisions of state securities laws, whigrept transactions by an issuer not
involving a public offering. Palladium Capital Adwars, LLC was an accredited investor (as defineRig 501 under the Securities Act of
1933, as amended) at the time of the private placém

On April 21, 2011, we consummated a private placeméth Mr. Reinder Hogeboom pursuant to which wkl$33,333 shares of our
common stock and a fivgear warrant to purchase 16,667 shares of our caomatozk at an exercise price of $1.80 per sharegdgregate cas
proceeds of $50,000. The securities sold in tHsriofg were not registered under the SecuritiesoAdi933, as amended, or the securities laws
of any state, and were offered and sold in reliarcéhe exemption from registration under the SéesrAct of 1933, as amended, provided by
Regulation S under the Securities Act of 1933, masraded. Reinder Hogeboom was not a “U.S. persanth@ term is defined in Rule 902 of
Regulation S) at the time of the private placement.

On January 4, 2011, we entered into a convertda@a hgreement with our distributer in Israel, ia #mount of $100,000. On June 1,
2011, we issued 81,161 shares of common stoclettetider upon conversion of the note. These desuviere not registered under the
Securities Act of 1933, as amended, or the seearidiws of any state, and were offered and saldliance on the exemption from registration
under the Securities Act of 1933, as amended, geavby Regulation S under the Securities Act 0f31@3 amended. The lender was not a
“U.S. person” (as that term is defined in Rule ®®Regulation S) at the time of the issuance.

Iltem 6. Exhibits

(@) Exhibits
Exhibit No. Description
10.1 $1.50 Nonqualified Stock Option Agreement, datedfakuly 11, 2011, by and between InspireMD, Imad ol J. Barel

Ph.D. (Incorporated by reference to Exhibit 10.Ctorent Report on Form 8-K filed with the Seceastand Exchange
Commission on July 15, 201

10.2 $2.50 Nonqualified Stock Option Agreementedas of July 11, 2011, by and between InspireMDb, and Sol J. Barer,
Ph.D. (Incorporated by reference to Exhibit 10.Ztorent Report on Form 8-K filed with the Secastand Exchange
Commission on July 15, 201

10.3 $1.95 Nonqualified Stock Option Agreement, datedfasugust 5, 2011, by and between InspireMD, brud Paul Stuk
(Incorporated by reference to Exhibit 10.1 to Caotfeeport on Form & filed with the Securities and Exchange Commis
on August 11, 2011

10.4 $1.95 Nonqualified Stock Option Agreementedas of August 5, 2011, by and between InspireMB,and Eyal

Weinstein (Incorporated by reference to Exhibi21i®. Current Report on Form 8-K filed with the Seéittes and Exchange
Commission on August 11, 201
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Clinical Trial Services Agreement, dated B®ctober 4, 2011, by and between InspireMD Ltdl bfarvard Clinical
Research Institute, Inc. (Incorporated by refergndexhibit 10.1 to Current Report on FornK&iled with the Securities at
Exchange Commission on October 11, 2C
Consultancy Agreement by and between InspireMD atdl Sara Paz Management and Marketing Ltd., Getexd
September 1, 2011 (Incorporated by reference tobix10.41 to Amendment No. 4 to Registration &ta¢nt on Form S-1
filed with the Securities and Exchange CommissinrOatober 12, 2011

Amended and Restated InspireMD, Inc. 2011 UMBREL®DQption Plan (Incorporated by reference to Exhibitllto Curren
Report on Form -K filed with the Securities and Exchange CommisgsiarNovember 4, 201:

Certification of Principal Executive Officer pursut@o Section 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002
Certification of Principal Executive Officer pursudo Section 906 of the Sarba-Oxley Act of 2002

Certification of Chief Financial Officer pursuat $ection 906 of the Sarba-Oxley Act of 2002
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SIGNATURES

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

INSPIREMD, INC.

Date: November 14, 201 By: /s/ Ofir Paz

Name: Ofir Paz
Title:  Chief Executive Office

By: /s/ Craig Short
Name: Craig Shore

Title:  Chief Financial Officer, Secretary and
Treasure
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EXHIBIT 31.1

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

I, Ofir Paz, certify that:
1. I have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or om#téde a material fa
necessary to make the statements made, in lighedfircumstances under which such statements wade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statémemd other financial information included instiéport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented
in this report;

4. The registrar’s other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Ed)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a. designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stipularly during the period in which this repateing prepared;

b. designed such internal control over finang@glorting, or caused such internal control oveariicial reporting to be
designed under our supervision, to provide readersdsurance regarding the reliability of financégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbi report ou
conclusions about the effectiveness of the dise®santrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; and

d. disclosed in this report any change in thggsteant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrees financial reporting;
and

5. The registrant’s other certifying officeré@a)d | have disclosed, based on our most receni&iah of internal control over
financial reporting, to the registrant’s auditor&lahe audit committee of the registrant’s boardicéctors (or persons performing
the equivalent functions):

a. all significant deficiencies and material weaknsssghe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; and

b. any fraud, whether or not material, that iree management or other employees who have disamtirole in the
registran’s internal control over financial reportir

November 14, 201 s/ Ofir Paz

Ofir Paz
Chief Executive Office




EXHIBIT 31.2

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

I, Craig Shore, certify that:
1. I have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or om#téde a material fa
necessary to make the statements made, in lighedfircumstances under which such statements wade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statémemd other financial information included instiéport, fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented
in this report;

4. The registrar’s other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Ed)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a. designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stipularly during the period in which this repateing prepared;

b. designed such internal control over finang@glorting, or caused such internal control oveariicial reporting to be
designed under our supervision, to provide readersdsurance regarding the reliability of financégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbi report ou
conclusions about the effectiveness of the dise®santrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; and

d. disclosed in this report any change in thggsteant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrees financial reporting;
and

5. The registrant’s other certifying officeré@a)d | have disclosed, based on our most receni&iah of internal control over
financial reporting, to the registrant’s auditor&lahe audit committee of the registrant’s boardicéctors (or persons performing
the equivalent functions):

a. all significant deficiencies and material weaknsssghe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; and

b. any fraud, whether or not material, that iree management or other employees who have disamtirole in the
registran’s internal control over financial reportir

November 14, 201 /sl Craig Shori

Craig Shore
Chief Financial Office




Exhibit 32.1

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

This certification is furnished solely pursuanSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-@f)the quarter ended September 30, 2011 of lektlr, Inc. (the “Company”). I, Ofir
Paz, the Chief Executive Officer of the Companytifyethat, based on my knowledge:

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

of the Company as of and for the periods coveretigreport.

Date: November 14, 201 By: /s! Ofir Paz

Name: Ofir Paz
Title:  Chief Executive Office

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



Exhibit 32.2

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

This certification is furnished solely pursuanSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-@%)the quarter ended September 30, 2011 of lebtd, Inc. (the “Company”). |, Craig
Shore, the Chief Financial Officer and Principalaficial Officer of the Company, certify that, basedmy knowledge:

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

of the Company as of and for the periods coveretigreport.

Date: November 14, 201 By: /sl Craig Shori

Name: Craig Shore
Title: Chief Financial Office

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



