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

FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended: March 31, 201z
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: 000-54335

InspireMD, Inc.

(Exact name of registrant as specified in its @rart

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

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

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

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

Indicate by check mark whether the registrant liéssnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted fumtsto Rule 405 of Regulation S-T (8232.405 of dtiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). ¥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™ Accelerated fileix]

Non-accelerated file Smaller reporting compar
(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 commockst80.0001 par value, outstanding as of May 72268,178,947 .
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PART | - FINANCIAL INFORMATION
Iltem 1. Financial Statements
INSPIREMD, INC.
CONSOLIDATED BALANCE SHEETS
(Unaudited)

(U.S. dollars in thousands)

March 31, December 31

2012 2011
ASSETS
CURRENT ASSETS:
Cash and cash equivale $ 3,351 % 5,09¢
Restricted cas 39 91
Accounts receivable
Trade 2,04 2,28¢
Other 204 11€
Prepaid expense 89 72
Inventory:
On hanc 2,015 2,061
On consignmer 59 11C
Total current asse 7,801 9,83(
PROPERTY, PLANT AND EQUIPMENT , net of accumulated depreciation and amortize 46E 42C
OTHER NON-CURRENT ASSETS:
Funds in respect of employees rights upon retirei 23€ 21E
Deferred issuance costs 25
Total other non-current assets 261 21E
Total asset $ 8,527 $ 10,46¢

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




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

March 31, December 31

2012 2011
LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Current maturities of lor-term loans $ - 8 94
Accounts payable and accrue
Trade 338 814
Other 2,85¢ 2,217
Advanced payment from custom: 192 31¢€
Deferred revenues 25
Total current liabilities 3,40¢ 3,441
LONG-TERM LIABILITY -
Liability for employees rights upon retirement 317 27C
Total long-term liabilities 317 27C
COMMITMENTS AND CONTINGENT LIABILITIES (Note 8)-
Total liabilities 3,72¢ 3,711
EQUITY:
Common stock, par value $0.0001 per share; 129)00Ghares authorized; 68,178,946 shares
issued and outstanding at March 31, 2012 and Deeefi 2011 7 7
Additional paic-in capital 44,57¢ 43,38t
Accumulated deficit (39,78)) (36,64))
Total equity 4,80z 6,754
Total liabilities and equit $ 8527 $ 10,46¢

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




INSPIREMD, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(U.S. dollars in thousands, except per share data)

Three months endec

March 31,
2012 2011
REVENUES $ 1,13¢ $ 1,68¢
COST OF REVENUES 574 89¢
GROSS PROFIT 564 787
OPERATING EXPENSES:
Research and developm 1,34¢ 343
Selling and marketin 44k 42¢
General and administrative 1,89¢ 1,18¢
Total operating expenses 3,69( 1,95
LOSS FROM OPERATIONS (3,12¢) (2,170
FINANCIAL (INCOME) EXPENSES, net (11) 71E
LOSS BEFORE TAX EXPENSES (3,119 (1,88¢)
TAX EXPENSES 25 10
NET LOSS $ (3,140) $ (1,895
NET LOSS PER SHARE- basic and diluted $ (0.05) $ (0.0%)
WEIGHTED AVERAGE NUMBER OF SHARES OF COMMON STOCK U SED IN COMPUTING
NET LOSS PER SHARE -basic and diluted 68,178,94 50,798,90

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




INSPIREMD, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(U.S. dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments required to reconcile net loss to
cash used in operating activitit
Depreciation and amortization of property, plard aquipmen
Loss from sale of property, plant and equipm
Change in liability for employees right upon retirent
Financial expenses (incom
Shar«-based compensation expen
Gains on amounts funded in respec
employee rights upon retirement, |
Changes in operating asset and liability ite
Increase in prepaid expens
Decrease in trade receivab
Increase in other receivabl
Decrease in inventory on consignm
Decrease in inventory on ha
Decrease in trade payab
Increase (decrease) in deferred revel
Increase in other payabl
and advance payment from custon
Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in restricted c
Purchase of property, plant and equipn
Proceeds from sale of property, plant and equip!
Amounts funded in respect of employee rights umtimament
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of shares and warrantef iestuance costs of $5¢
Convertible loar
Repayment of long term loz
Repayment of loans from shareholders
Net cash provided by (used in) financing activities
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
BALANCE OF CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE PERIOD
BALANCE OF CASH AND CASH EQUIVALENTS
AT END OF THE PERIOD

SUPPLEMENTAL DISCLOSURE OF NON-CASH FINANCING ACTIV ITIES -
Conversion of convertible loan into sha
Purchasing of property, plant and equipment in aration of share based paym

3 months endec
March 31,

2012 2011

(3,140 $ (1,89%)

34 25
15

47 25
©) 654
1,18¢ 38¢
©)

(17) (26)
242 37C
(86) (18)
51 40
44 372
(481) (639)
25 (100)
517 42¢
(1,579 (361)
52 (92)
(79 (28)
29

(21) (11)
(48) (102)
9,46¢

10C

(94) (94)
(20)

(94) 9,45¢
(22 (12
(1,749 8,97¢
5,09/ 63€
3,351 $ 9,61t
$ 66¢

$ 62

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




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE 1 - DESCRIPTION OF BUSINESS

InspireMD, Inc. (the “Company”jvas originally formed as Saguaro Resources, In©dlaware on February 29, 2008.
March 28, 2011, the Company changed its name taorbdD, Inc.

On December 29, 2010, the Company entered intoaseIExchange Agreement (the “Exchange Agreemdayt’and amon
the Company and InspireMD Ltd., a limited compamgorporated under the laws of the State of IsraelApril
2005. Subsequent to the date of execution of tteh&hge Agreement, shareholders of InspireMD Ltaddihg 91.7% c
InspireMD Ltd.’s issued and outstanding ordinary shares execujeidder to the Exchange Agreement and becamees
thereto (the “InspireMD ShareholdersPursuant to the Exchange Agreement, on March 31,1,26he InspireMl
Shareholders transferred all of their ordinary shdan InspireMD Ltd. to the Company in exchange 461471,907 new
issued shares of common stock of the Company (thitidl Share Exchange”)in addition, the remaining holders
InspireMD Ltd.’s ordinary shares separately transferred all af tw&inary shares of InspireMD Ltd. to the Compan
exchange for an aggregate of 4,194,756 newly issiredes of common stock of the Company (tRellow Up Shar
Exchange” and, together with the Initial Share Exae, the “Share Exchange’As a result of the Share Exchar
InspireMD Ltd. became a wholly owned subsidiarytef Company.

The Share Exchange was accounted for as a reveragpitalization, equivalent to the issuance oflstpcinspireMD Ltd., fo
the net monetary assets of the Company. Accorgitigé historical financial statements of the Compeeflect the historic.
operations and financial statements of InspireM. Lt

The Company, together with its subsidiaries, iseglical device company focusing on the developmedtc@mmercializatic
of its proprietary stent platform technology, MGdi&. MGuard™ provides embolic protection in stegtprocedures
placing a micron mesh sleeve over a stent. The pgaowis initial products are marketed for use in patienith acutt
coronary syndromes, notably acute myocardial itii@nc (heart attack) and saphenous vein graft coyoiatervention
(bypass surgery). The Company markets its prodhotsigh distributors in international markets, niain Europe, Asia ar
Latin America.

In addition, the Company operates in Germany thnoizg wholly-owned subsidiary InspireMD GmbH, a German lim
liability company incorporated in November 2007 emhthe Company subcontracts the manufacturints sténts.

Funds available, together with the Companghticipated revenues and including the convertildbentures issued on A
5, 2012 (see note 10), are expected to fund thep@oys operations until at least the first quarter o120assuming tt
Companys MGuard for Acute ST Elevation Reperfusion TriMASTER Trial) is successful and as a result we #
significantly in sales and marketing. If the ComganMGuard for Acute ST Elevation Reperfusion TridIXSTER Trial) is
not as successful as anticipated and we scale dégunsion plans and general overhead, funds algildgether with tr
Company’s anticipated revenues, are expected td fhe Company operations through the end of 2013. Regardia
order to expand the breadth of the Company'esent business, we will need to raise furtlagital, through the sale
additional equity securities or debt. The Comparfiytare capital requirements and the adequacy®fQbmpanys availabl
funds will depend on many factors, including ther@any’s ability to successfully commercialize then@pany’s MGuard™
products, competing technological and market dgranmts, and the need to enter into collaboratidtis ether companies
acquire other companies or technologies to enhano®mplement the Comparsyproduct offerings. However, we may
unable to raise sufficient additional capital whea need it or raise capital on favorable terms. s of any securiti
issued by us in future financings may be more fallar to new investors, and may include preferersigserior voting righ
and the issuance of warrants or other derivaticersiges, which may have a further dilutive effectthe holders of any of t
Companys securities then outstanding. If we are unablebtain adequate funds on reasonable terms, webmagquired t
curtail operations significantly, possibly postpasrehalt the Compang’U.S. Food and Drug Administration clinical tra
obtain funds by entering into financing agreememtsinattractive terms.




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE 2 - BASIS OF PRESENTATION

The accompanying unaudited consolidated financiatements have been prepared on the same basiseaanhus

consolidated financial statements. In the opinibmanagement, the financial statements refledgjlistments, which inclu

only normal recurring adjustments, necessary tegnefairly the financial position and results peacations of the Compat

These consolidated financial statements and nbestb are unaudited and should be read in congumatith the Company’

audited financial statements for the year endeceBer 31, 2011, as found on the Company's AnnupbR@n Form 10-
K.The balance sheet for December 31, 2011 wasetfirom the Compang’audited financial statements for the year e

December 31, 2011. The results of operations ferttihee months ended March 31, 2012 are not nedgssaicative o

results that could be expected for the entire Figear.

NOTE 3 - RECENTLY ADOPTED AND ISSUED ACCOUNTING PRO NOUNCMENTS:

In May 2011, the FASB issued Accounting Standardsddate No. 201D4, Fair Value Measurement (Topic 8.
Amendments to Achieve Common Fair Value MeasureraadtDisclosure Requirements in U.S. GAAP and IFR8SU
2011-04"). ASU 201184 changes certain fair value measurement prirciphel clarifies the application of existing failue
measurement guidance. These amendments requiregantioer things, (1) the application of the highast best use a
valuation premise concepts, (2) measuring thevigite of an instrument classified in a reportingtgis shareholderséquity
and (3) disclosing quantitative information abdwe tinobservable inputs used within the Level 3anady.

For public entities, ASU 20104 is effective for interim and annual periods begig after December 15, 2011, o
prospective basis.

Effective January 1, 2012, the Company adoptetd 811904. The adoption of this accounting standards wgdat no
have a material impact on the Company’s consolidfitencial statements.

NOTE 4 - DEFERRED REVENUE:

The Companys revenue arrangements may contain delivery of fireelucts upon the achievement of sales targetsh
period, the Company estimates the amount of freelyats these distributors will be entitled basedruphe expecte
achievement of sales targets and defers a porticgvenues accordingly.

As of March 31, 2012 the Company deferred revenmeuating to $25,000 relating to free products &itto thes
distributors.

NOTE 5 - EQUITY:

On January 30, 2012, the Company appointed a neetdi “Director A”) to its board of directors. In connection with
appointment, the Company issued Director A an optiopurchase 100,000 shares of its common stoahk akercise price
$1.95 per share, which will vest ottgrd annually in 2013, 2014 and 2015 on the amsiany of the date of grant, provic
that if he is (i) not reelected as a director & @ompanys 2014 annual meeting of stockholders, or (ii) mominated fc
reelection as a director at the Compan2014 annual meeting of stockholders, the optiestsrand becomes exercisabli
the date of such failure to be reelected or noraihi




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

In valuing this option, the Company used the follogvassumptions: dividend yield of 0%; expectednterf 5.5-6.5 years i
each year; expected volatility of 58-60%; and fige interest rate of 1.01.26%. The option has a term of 10 years fron
date of grant, and the fair value of the optiomggd above, using the Black-Scholes optisitcing model, was approximat:
$106,000

On March 1, 2012, the Company granted an emplogeepéon to purchase 40,000 shares of common sibek exercis
price of $1.95 per share, which option vests ugendchievement of performance conditions as sehergrant date. Tl
option fair value amortization is recorded un“Research and developm” expenses

In addition, a distributer of the Company was gednén option to purchase 77,915 shares of comnuwk stt an exerci:
price of $1.23 per share. The fair value of thiare based compensation is to be recorded agairatues

In valuing the above option grants, the Companyl tlse following assumption dividend yield of 0%; expected term of -
6.5 years and 2 years, respectively; expectedilityladf 57-58% and 47%, respectively; and riskdrmterest rate of 1.03-
1.3% and 0.3%, respectively. The options have texfri® years and 2 years from the date of graspeaetively, and the f¢
values of the options granted above, using thekB&aholes optiorpricing model, were approximately $42,000 and $68,
respectively

The change in the Compasyequity during the first quarter of 2012, othearttthe net loss, is mainly attributable to s
based compensation in the amount of $1,188,

NOTE 6 - FAIR VALUE MEASURMENT:

a. The Company measures fair value and disclosesdhie measurements for financial assets and li@siliFair value
based on the price that would be received to sefisset or paid to transfer a liability in an ohgdéransaction betwet
market participants at the measurement ¢

The accounting standard establishes a fair valemlthy that prioritizes observable and unobseevaiputs used
measure fair value into three broad levels, whiehdeescribed below:

Level 1: Quoted prices (unadjusted) in active merkieat are accessible at the measurement dagésdets or liabilitie
The fair value hierarchy gives the highest priotityt evel 1 inputs.

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

Level 3: Unobservable inputs are used when littlen@ market data is available. The fair value higrg gives th
lowest priority to Level 3 inputs.

b. In determining fair value, the Company utilizesuatlon techniques that maximize the use of obsésvimputs an
minimize the use of unobservable inputs to therextessible and considers counterparty creditirisis assessment
fair value.

The carrying amounts of cash and cash equivali restricted cash, accounts receivable and accowysbfe an
accruals approximate their fair value either beeahgese amounts are presented at fair value otaltiee relativel
short-term maturities of such instruments. Theyiagramount of the Company’s other financial ldlegm assets al
other financial lon-term liabilities also approximate their fair vali




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 7 - INVENTORY ON HAND:

(UNAUDITED)
March 31, December 31
2012 2011
($ in thousands)

Finished good $ 537 $ 741
Work in proces! 1,32( 1,044
Raw materials and suppli 16C 27€
$ 2,017 $ 2,061

NOTE 8 - COMMITMENT AND CONTINGENT LIABILITIES:

a.

Commitment

In March 2010, the Company entered into a lieeagreement to use a stent design (“MGuard P& Pursuant t
the agreement, the licensor is entitled to recedyalty payments of 7% of net sales outside thetddnStates and, f
sales within the United States, royalty paymentfoisws: 7% of net sales for the first $10,000,08f0net sales at
10% of net sales for net sales exceeding $10,000

Litigation

The Company is a party to various claims arisinghi& ordinary course of its operations in the aggte amount «
$10,000. The Company has not recorded an expefstedeo damages in connection with these mattecsus
management, after considering the views of itsllegansel as well as other factors, is of the apirthat a loss to tl
Company is neither probable nor in an amount ogeaof loss that is estimabl

In February 2011, representatives of a third partiicated that they intend to seek damages fromQbmpany i
connection with certain finders’ fees that theyirolare owed to them. The claimant&mand was for approximat
$1 million. The claimantsinost recent settlement demand, conveyed in Apfill2@as for a total of $250,000 in ¢
and 250,000 shares of the company common stoclaley no lawsuit has been filed and the Companybtaccrue
an expense in connection with this matter because€Cbmpanys management, after considering the views of gal
counsel as well as other factors, is of the opinfat a loss to the Company is neither probableim@n amount ¢
range of loss that is estimable.

In November 2010, a former senior employee subthitelaim against the Company in the total amo@i$4&0,00!
and options to purchase 2,029,025 shares of thep&oy’s common stock at an exercise price of $0.001 Iparesir
the Magistrates Court in Tel Aviv, claiming unpaid back wages awnmissions. The fair value of those options
valued using the Blackcholes valuation model at $2.5 million as of tkeigd he claimed to be entitled to the opti
As of March 31, 2012, a provision of $100,000 wadluded in the Company's financial statements. Companys
management, after considering the views of itsllegansel as well as other factors, is of the agiran additional lo:
to the Company is neither probable nor in an amounénge of loss that is estimak

10




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

In November 2010, an alleged founder and formeallagvisor of the Company submitted a claim agahmsiCompan
for options to purchase 496,056 shares of the Cagipa&ommon stock at an exercise price of $0.001 Iparesin th
Magistrate’s Court in Tel Aviv. The fair value dfdse options was estimated using the Bl&chkeles valuation moc
at $134,000 as of thegrant date. It was during 2005 and 2006 that thm@any first became aware of the events
gave rise to this litigation. Also, during thisng, the Company had discussions with the plaintifisan informe
basis. The Company’ management, after considering the views of itmlleounsel as well as other factors,
recorded a shareased compensation expense of $134,000 in 200@&spect of services allegedly provided in 2z
and 2006

In November 2010, a former legal advisor of the @any submitted in the Magistr’s Court in Tel Aviv a clair
against the Company in the total amount of $53,808 to an alleged breach of employment promisevalt durin
2005 and 2006 that the Company first became awdtea@vents that gave rise to this litigation.sé\during this tim
the Company had discussions with the plaintiff onirformal basis. The Companysanagement, after consider
the views of its legal counsel as well as othetdia; has recorded a provision of $53,000 recond@d06.

With respect to the two claims against the Compsutymitted by an alleged founder and former legaisaa of the
Company in November 2010 described above, folloveingediation meeting held in January 2012, thegsareache
the following settlement agreement: (i) the pldfinthall be the owner of options to purchase 188,&hares «
common stock of the Company and withdraw its clfomthe remaining 301,272 options; and (ii) the Qxamy woul
withdraw its counterclaim against the plaintifh January 2012, the District Court in Tel Aviv apped the aforesa
settlement and corresponding judgment was givethéyourt. Following the aforementioned meetintyl ve Januar
2012, the parties reached a settlement agreementdireg to which the plaintiff would withdraw itdagm in its
entirety. A motion to approve such settlement filagl with the Labor Court in Tel Aviv in Januar@22. Followin
the settlement agreement, as of December 31, 20d provision in the amount of $53,000 was reversed

In February 2011, a finder submitted a claim agaims Company in the amount of $327,000 in the Igiagi¢ s Cour
in Tel Aviv, claiming a future success fee and cdssion for assistance in finding the Company'sridhistor ir
Brazil. The Compang management, after considering the views of igglleounsel as well as other factors,
recorded a provision of $327,000 in the financtatesments in the first quarter of 2011. The relagpense has be
recorded to “General and administrativithin the condensed consolidated statements ofatipes. On October
2011, the Company filed a counter claim againspthtiff in the amount of $29,00:

In August 2011, a former senior employee submittethe Regional Labor Court in Tel Aviv a claim ag the
Company for (i) a compensation of $118,000; anyl giideclaratory ruling that he is entitled to eise!t86,96
options to purchase shares of the Compaiegmmon stock at an exercise price of $0.001 Ipgres After consultir
with its legal advisor, the Company is unable t®eas the probable outcome of this cle

In November 2011, a previous finder of InspireMDIL{the" Subsidiar”) submitted to the Magister Court in Tel A
a claim against the Company, the Subsidiary andCitiapanys president and CEO for a declaratory ruling thad
entitled to convert options to purchase 13,65tefS$ubsidiarys ordinary shares at an exercise price of $3.65Ipan
into options to purchase 110,785 shares of the @ogip common stock at an exercise price of $0.45 pareskand t
convert options to purchase 4,816 of the SubsitBapydinary shares at an exercise price of $10 peresinto optior
to purchase 39,087 shares of the Compmiegmmon stock at an exercise price of $1.23 pareshAfter consultin
with its legal advisor, the Company is unable teess the probable outcome of this cle

In December 2011, a statement of claim againsCthpany was submitted by an alleged employee regabB4,35
options to purchase the Compasighares. The Company filed its defense in thée @ March 11, 2012. On May
2012, the Company and the alleged employee ageeesfear the case to mediation. A second hearirthigicase we
set for July 9, 2012. After considering the viewst® legal counsel as well as other factors, tloen@any is unable
assess the probable outcome of this cl

11




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
c. Fixed Lien

As of December 31, 2011, the Company had fixeds|$91,000 to Bank Mizrahi and Bank Leumi in cection witt
the Compan’s credit cards

In February 2012, Bank Leumi approved the reledsefixed lien in the amount of $52,0C
NOTE 9 - ENTITY WIDE DISCLOSURE:
The Company operates in one reportable segment.
Disaggregated financial data is provided belowoliewWs:

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

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

3 months endec

March 31,
2012 2011
Mexico $ 21¢ $ 30
Germany 15C 40
Poland 144 55
Netherland: 122 -
India 12C 1,08:
Other 382 47¢€
$ 1,13¢ $ 1,68¢

The following is a summary of revenues by principastomers:

3 months endec

March 31,
2012 2011
Customer A 19% 2%
Customer E 13% 2%
Customer C 13% 3%
Customer C 11% 0%
Customer E 11% 64%

All tangible long lived assets are located in I&r

12




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE 10 - SUBSEQUENT EVENTS:

On April 5, 2012, the Company issued senior secuw@uvertible debentures due April 5, 2014 in thigioal aggregal
principal amount of $11,702,128 and fiyear warrants to purchase an aggregate of 3,343f&®s of our common stocl
an exercise price of $1.80 per share in a priviegment transaction (the “Private Placemeirt"gxchange for aggreg;
gross proceeds of $11,000,000. The debenturesissred with a 6% original contractual issuancealist, bear interest
an annual rate of 8% and are convertible at ang fimto shares of common stock at an initial conearprice of $1.75 pi
share. Furthermore, the number of convertible sh&gesubject to a premium adjustment, as stipuléiethe convertibl
debenture agreement. In addition, the investors ragyire us to redeem the debentures commencingdlhs (or earli¢
upon the occurrence in the event of default, gsukitted in the convertible debentures agreememtl12% of the the
outstanding principal amount, plus all accruedrigge and the Company may prepay the debenturemeaning six montt
following their issuance date for 112% of the thmnstanding principal amount, plus all accruedregge In addition, tt
Company may force conversion of the debenturesruretéain terms stipulated in the agreements.

In consideration for serving as placement agemtthio Private Placement, the placement agents isgued an aggregate ¢

fee of $848,750 and warrants to purchase 312,3afeshof common stock. The placement agent wareast&lentical to tt
warrants issued to investors.

13




Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations should E&ad in conjunction with tt
accompanying condensed consolidated financial statgs and related notes included elsewhere inQbisrterly Report on Form 10-Q.

Unless the context requires otherwise, referenoethis Form 10-Q to the “Company,” “InspireMD,” “wg “our” and “us” for
periods prior to the closing of our share exchatgmsactions on March 31, 2011 refer to InspireMBl.l_a privately held Israeli limite
company that is now our wholly-owned subsidiamyd aeferences to the “Company,” “InspireMD,” “we,™our” and “us” for period:
subsequent to the closing of our share exchangesae@ions on March 31, 2011 refer to InspireMD,.Jre& Delaware corporation, and
subsidiaries.

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains “foraooking statementsyvhich include information relating to future everftgture
financial performance, strategies, expectationsyp:titive environment and regulation. Words sucHrmay,” “should,” “could,” “would,”
“predicts,” “potential,” “continue,” “expects,” “dicipates,” “future,” “intends,” “plans,” “believe’s “estimates,”and similar expressions,
well as statements in future tense, identify fovimoking statements. Forwaldeking statements should not be read as a guarafitiiture
performance or results and will probably not beugate indications of when such performance or teswill be achieved. Forwardoking
statements are based on information we have wlose tstatements are made or our managemgaotd faith belief as of that time with res)
to future events, and are subject to risks andrtmiogies that could cause actual performance sultgto differ materially from those expres
in or suggested by the forward-looking statemehtgortant factors that could cause such differsrinelude, but are not limited to:

. adverse economic conditions and/omiséecompetition;

. loss of a key customer or supplier;

. entry of new competitors and products;

. adverse federal, state and local gawemnt regulation, in the U.S., Europe or Israel;

. failure to adequately protect our ilgefual property;

. inadequate capital;

. technological obsolescence of our potstu

. technical problems with our researctl products;

. price increases for supplies and corepts)

. inability to carry out research, deystent and commercialization plans;

. loss or retirement of key executived egsearch scientists and other specific risks; and
. the uncertainty regarding the adequafayur liquidity to pursue our complete businesgotives.

For a discussion of these and other risks thater¢taour business and investing in shares of oormeon stock, you should careft
review the risks and uncertainties described utfteeheading “Part Il — Item 1A. Risk Factoesid elsewhere in this Quarterly Report on F
10-Q and in our Annual Report on Form 10-K for ylear ended December 31, 2011 (the “2011 10-&ri) those described from time to t
in our future reports filed with the Securities dixthange Commission. The forwdobking statements contained in this Quarterly Repc
Form 10Q are expressly qualified in their entirety by thautionary statement. We do not undertake anygatitin to publicly update a
forwarddooking statement to reflect events or circumstarefter the date on which any such statement issroado reflect the occurrence
unanticipated events.
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Overview

We are a medical device company focusing on theldpment and commercialization of our proprietaigns platform technolog
MGuard™. MGuard™ provides embolic protection iarging procedures by placing a micron mesh sle@ee a stent. Our initial produs
are marketed for use mainly in patients with aagmnary syndromes, notably acute myocardial inif@nc(heart attack) and saphenous
graft coronary interventions (bypass surgery).

On March 31, 2011, we completed a series of sharhamge transactions pursuant to which we acqutedf the capital stock
InspireMD Ltd., a company formed under the lawgstef State of Israel, in exchange for an aggreght)®66,663 shares of our comn
stock. As a result of these share exchange traomactinspireMD Ltd. became our wholtywned subsidiary, we discontinued our for
business and succeeded to the business of InspitaM@s our sole line of business.

The share exchange transactions were accountesb farrecapitalization. InspireMD Ltd. is the acquior accounting purposes ¢
we are the acquired company. Accordingly, theohisal financial statements presented and the d&on of financial condition and results
operations herein are those of InspireMD Ltd., cattively restated for, and giving effect to, thember of shares received in the s
exchange transactions, and do not include theridatdinancial results of our former business.eTdccumulated earnings of InspireMD |
were also carried forward after the share exchdragesactions and earnings per share have beeracttely restated to give effect to
recapitalization for all periods presented. Operet reported for periods prior to the share exgeamansactions are those of InspireMD Ltd.

Recent Events

On April 5, 2012, we issued senior secured condlertdlebentures due April 5, 2014 in the originafjragate principal amount
$11,702,128 and fivgear warrants to purchase an aggregate of 3,3434&®s of our common stock at an exercise priGd &0 per share
exchange for aggregate gross proceeds of $11,0D00%e convertible debentures were issued wit®@ogiginal issuance discount, b
interest at an annual rate of 8% and are converéibany time into shares of common stock at arlirdonversion price of $1.75 per share
converting the convertible debentures, investor$ neceive a conversion premium equal to 8%, peruam of the principal amount bei
converted. In addition, the investors may requiseta redeem the convertible debentures after 18tmsdior 112% of the then outstand
principal amount, plus all accrued interest, andmay prepay the convertible debentures after sinthwofor 112% of the then outstanc
principal amount, plus all accrued interest. Inregtion with this financing, we paid placement adees of $848,750 and issued placer
agents warrants to purchase 312,310 shares of coratook, with terms identical to the warrants isstethe investors.

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andteestaertificate of incorporatic
to effect a reverse stock split of our common statck ratio of one-for-two to one-for-four, at anye prior to our 2012 annual stockholders’
meeting, the exact ratio of the reverse stock $pliie determined by the board. As of the datthisfreport, we have not effected the rev
stock split and, as such, the information with eztgo our common stock in this report and the agEanying financial statements and rel;
notes does not give effect to any reverse stodk $pladdition, pursuant to the securities purehagreement under which the conver
debentures that we issued on April 5, 2012 were, soitil April 5, 2013, we are not permitted toezffuate any reverse stock splits withou
prior written consent of the holders of at leas¥66f the outstanding principal amount of the cotilér debentures other than for purpose
qualifying for initial listing on a national secties exchange or meeting the continued listing ireguents of such exchange.

Critical Accounting Policies

A critical accounting policy is one that is bothgartant to the portrayal of our financial conditiand results of operation and requ
managemen$ most difficult, subjective or complex judgmerdften as a result of the need to make estimatest dbe effect of matters that
inherently uncertain. Our critical accounting pas are more fully described in Note 2 of the Ndtethe Consolidated Financial Statem
included in our 2011 10-K and are disclosed in Menagemens Discussion and Analysis of Financial Conditioml &esults of Operatio
section of our 2011 10-K. There have not beenraaterial changes to such critical accounting pedicGince December 31, 2011.

The currency of the primary economic environment vithiich our operations are conducted is the U.Slado(*$” or
“dollar”). Accordingly, the functional currency of and of our subsidiaries is the dollar.
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Results of Operations
Three Months Ended March 31, 2012 Compared to Thieeths Ended March 31, 2011

Revenues. For the three months ended March 31, 2012, tmtabnue decreased approximately $0.6 million, Br5%, tc
approximately $1.1 million from approximately $1n7illion during the same period in 2011. The $0.6lion decrease was attributa
primarily to a decrease in volume, as describedenfdly below. The following is an explanation et approximately $0.6 million decreas
revenue broken down by its main two componentse@eaéase in gross revenues of approximately $0.fomibffset by a net increase
deferred revenues of approximately $0.1 million.

For the three months ended March 31, 2012, totgrevenue decreased by approximately $0.6 milioi37.4%, to approximate
$1.1 million from approximately $1.7 million duriripe same period in 2011. This decrease is predomiinvolume based, accounting
approximately $0.6 million or approximately 38.0%ith price increases partially offsetting this de=ase by approximately $8,000,
approximately 0.6%. With respect to individual kegs, this decrease in gross revenue is mainlypathble to the fact that we did not have
sales to our distributor in India during the fitlstee months of 2012, as opposed to sales of ajppatedy $1.2 million to this distributor duri
the first three months of 2011. This $1.2 millioecdease due to the absence of any India shipmaritgydhe first three months of 2012\
partially offset by an increase in gross revenuesifshipments made to other countries of approx@m&0.6 million, consisting of an increi
of approximately $0.2 million in gross revenue froor distributor in Mexico, an increase of approately $0.1 million in gross revenue fr
our distributor in the Poland, an increase of apipnately $0.1 million in gross revenue from ourtdisutor in the Netherlands, an increas
approximately $0.1 million in gross revenue front distributor in Germany and an increase of appnaely $0.1 million in gross rever
from our distributor in Israel.

In general, we focused on increasing sales iniagisharkets during the three months ended Marcl2312 by presenting clinical di
at conferences and individual presentations toatsabout the merits of MGuafdf .

Net deferred revenue recognized during the threstinscended March 31, 2012 increased by approxign&tell million, or 905.9%,
approximately $0.1 million from approximately $1000during the same period in 2011. This increass almost entirely volume bas
partially offset by $3,000 attributable to priceieases. The deferred revenue recognized durenhtee months ended March 31, 2012
comprised of $120,000 of revenue that we deferreth fthe shipment to India in the first three montfi2011, discussed in the paragr
above. In contrast, our net deferred revenue fertihee months ended March 31, 2011 consisted mroajmately $0.1 million of deferrt
revenue from our distributor in India, as offsetregognized revenue of approximately $0.1 millidtnilautable to our distributors in Israel ¢
Poland, resulting in approximately $10,000 of nefledred revenue for the period. We did not defgr rawenue during the three months er
March 31, 2012.

Gross Profit. For the three months ended March 31, 2012, gpwsfit (revenue less cost of revenues) decreas:d% o
approximately $0.2 million, to approximately $0.@limn from approximately $0.8 million during theuse period in 2011. The key drive
the decrease in gross profit was our decreasetiremenues of approximately $0.6 million descrilabdve, partially offset by an increase in
average selling price of our stents. For the thmeaths ended March 31, 2012, our average sellifag rer stent recognized in revenue
$591, and we recognized the sale of 1,924 steotspared to an average price of $543 per stent Al 3tents recognized in revenue fol
same period in 2011. Our cost of goods sold pamtsiemained relatively flat at an average of apipnately $290 per stent recognizec
revenue for the three months ended March 31, 284 2pmpared to the same period in 2011. Gross margieased from 46.7% in the th
months ended March 31, 2011 to 49.6% in the threeths ended March 31, 2012.

Research and Development Expenseor the three months ended March 31, 2012, relseand development expense incre
293.3%, or approximately $1.0 million, to approxtelg $1.4 million from approximately $0.4 millionudng the same period in 2011. ~
increase in cost resulted primarily from highenidal trial expenses of approximately $0.8 milliattributable mainly to the U.S. Food
Drug Administration clinical trial (approximately0% million) and the MGuard for Acute ST Elevation Reperfusion Trial (MASTERidly
(approximately $0.4 million), partially offset by decrease in other clinical trial expenses of apprately $0.1 million. In addition to tl
increase in clinical trial expenses, there wasnaneiase of approximately $0.1 million in salariesl an increase of approximately $0.1 mil
in share based compensation due to us hiring additiclinical trial personnel, partially offset lapn approximately $0.million reduction i
miscellaneous expenses. Research and developnpsnisexas a percentage of revenue increased to%d I8c5he three months ended Me
31, 2012 from 20.3% in the same period in 2011.
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Selling and Marketing ExpenseFor the three months ended March 31, 2012,ngelind marketing expense increased 4.0¢
approximately $15,000, to approximately $445,000mf approximately $430,000 during the same peno@0dl11l. The increase in selling
marketing expense resulted primarily from approxehae$140,000 of additional salaries and approxéilya$100,000 of additional share ba
compensation of predominately newly hired salesganel as we expanded our sales activities workelwithis increase was partially offset
a decrease of approximately $140,000 of commisgjorsarily resulting from the first time shipmeoit $1.2 million to our distributor in Ind
during the three months ending March 31 2011, ssudsed above), approximately $70,000 in advegtiskpenses and approximately $15
in miscellaneous expenses. Selling and marketipgrese as a percentage of revenue increased to 3920842 from 25.4% in 2011.

General and Administrative Expense-or the three months ended March 31, 2012, gérerd administrative expense incre:
59.9%, or approximately $0.7 million, to approxielgt$1.9 million from approximately $1.2 million dog the same period in 2011. T
increase resulted primarily from an increase inrashlbbased compensation of $0.8 million (which premhately pertains to directors’
compensation), an increase of approximately $0lllomiin salary expenses (due to an increase inleyep infrastructure to accommodate
comply with Securities and Exchange Commission datesls and reporting), an increase of approximaélyl million in audit fees (
accommodate and comply with Securities and Exch@uyemission standards and reporting), an increbapmroximately $0.1 million in re
expense (resulting from us moving to a new locaiioorder to support our expanding sales actijiteesd an increase of approximately ¢
million in miscellaneous expenses. This increase paatially offset by a decrease of approximatély$nillion in litigation expenses and $
million in travel expenses. General and administea¢xpense as a percentage of revenue incread€ 1% in 2012 from 70.3% in 2011.

Financial (Income) ExpensesFor the three months ended March 31, 2012, éiahrexpense decreased 101.5%, or approxin
$0.7 million, to approximately $11,000 net finardiacome from $0.7 million net financial expenseridg the same period in 2011. 7
decrease in expense resulted primarily from atone-financial expense of approximately $0.6 millio the first quarter of 2011 pertaining
the revaluation of an outstanding convertible laarfair value prior to redemption and a decreasep@roximately $0.1 million of all oth
financial expenses, as offset by approximately @a,of financial income derived primarily from faable exchange rate conversic
Financial (income) expense, as a percentage ohuevdecreased from financial expense of 42.4% 11 2 financial income of 1.0% in 20:

Tax Expenses Tax expense remained relatively flat at $25,800he three months ended March 31, 2012, as coedpa $10,00
during the same period in 2011. Our expensesfmme taxes reflect primarily the tax liability dicepotential tax exposure.

Net Loss Our net loss increased by approximately $1.2%onil or 65.7%, to $3.1 million for the three mositanded March 31, 20
from $1.9 million during the same period in 201heTincrease in net loss resulted primarily fromirerease in operating expense:
approximately $1.7 million (see above for explamafiand a decrease of approximately $0.2 milliogrivss profit (see above for explanati
This increase was partially offset by a decreadmancial expenses of approximately $0.7 millise€ above for explanation).

Liquidity and Capital Resources
Three Months Ended March 31, 2012 Compared to Thteeths Ended March 31, 2011

General. At March 31, 2012, we had cash and cash equitsalef approximately $3.4 million, as compared &1$million as ¢
December 31, 2011. The decrease is attributabfeapiy to our net loss. We have historically met eash needs through a combinatio
issuance of new shares, borrowing activities amess®ur cash requirements are generally for prodeeelopment, clinical trials, marketi
and sales activities, finance and administrative,azapital expenditures and general working chpita

Cash used in our operating activities was approteipe1.6 million for the three months ended Ma8dh 2012, and approximat
$0.4 million for the same period in 2011. The pial reasons for the usage of cash in our opeyataiivities for the three months en
March 31, 2012 include a net loss of approxima$dyl million, offset by approximately $1.2 millian noncash share based compenss
and an increase in working capital of approximagh3 million.

Cash used in our investing activities was approxiya$50,000 during the three months ended March 28112, compared
approximately $100,000 of cash used in investirteyiéies during the same period in 2011. The ppatreason for the decrease in cash
from investing activities during 2012 was the pash of approximately $80,000 of new manufacturimg@ment and the funding of emplo
retirement funds of approximately $20,000, offsgaldecrease in restricted cash of approximatelyChi.
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Cash used in financing activities was approxima$€lyl million for the three months ended March 2112, compared to $9.5 milli
generated from financing activities for the samaaqakin 2011. The principal reason for the chavgas the repayment of a lotgrm loan il
the amount of approximately $0.1 million during theee months ended March 31, 2012. In contrasingd the three months ended March
2011, we completed a private placement financiad issulted in net proceeds to us of $9.5 million.

As of March 31, 2012, our current assets exceedeert liabilities by a multiple of 2.3. Currentsass decreased approximately ¢
million during the first three months of 2012, migidue to cash used in operations, and currentlitieb remained relatively flat during t
same period. As a result, our working capital susplecreased by approximately $2.0 million to apipnately $4.4 million during the thr
months ended March 31, 2012.

Credit Facilities. Prior to March 31, 2012, we had a long term laéth an aggregate principal amount outstandingppiraximatel
$750,000 bearing interest at the three month UdlabLIBOR rate plus 4% per annum. The loan wagapée in eight quarterly installme
during a period of three years that began in A2810. The loan was repaid on January 31, 2012.

We believe that funds available as of May 7, 2@&@g8ether with our anticipated revenues, are exgdetctéund our operations until
least the first quarter of 2013, assuming our M@U#rfor Acute ST Elevation Reperfusion Trial (MASTERAI is successful and, as a res
we invest significantly in sales and marketing. téoer, if our MGuard™ for Acute ST Elevation Reperfusion Trial (MASTERid) is not a
successful as anticipated and we scale back expamptans and general overhead, funds availablef dday 7, 2012, together with ¢
anticipated revenues, are expected to fund ouratipes through the end of 2013. Thereafter, or fieefloen to expand the breadth of our pre
business, we will need to raise further capitaiptigh the sale of additional equity securities threowise. Our future capital requirements
the adequacy of our available funds will dependmamy factors, including our ability to successfudymmercialize our MGuar& products
competing technological and market developmenis th@ need to enter into collaborations with ott@npanies or acquire other companie
technologies to enhance or complement our prodifetiogs. However, we may be unable to raise sigficadditional capital when we nee
or raise capital on favorable terms. The termsmngyf securities issued by us in future financings rbaymore favorable to new investors,
may include preferences, superior voting rights #redissuance of warrants or other derivative seesy which may have a further dilut
effect on the holders of any of our securities tioetstanding. If we are unable to obtain adeqfiatels on reasonable terms, we ma
required to curtail operations significantly, pdégipostpone or halt our U.S. Food and Drug Adntiatson clinical trial or obtain funds |
entering into financing agreements on unattradevms.

Off Balance Sheet Arrangements

We have no ofbalance sheet transactions, arrangements, obligafiocluding contingent obligations), or otherat&nships witl
unconsolidated entities or other persons that havenay have, a material effect on our financiahditon, changes in financial conditit
revenues or expenses, results of operations, liguichpital expenditures or capital resources.

Recently Issued Accounting Pronouncements

In May 2011, the Financial Accounting Standards fdasued Accounting Standards Update No. 204 1Fair Value Measureme¢
(Topic 820): Amendments to Achieve Common Fair \éalleasurement and Disclosure Requirements in UAA\RGand IFRSs (“ASU 2011-
04"). ASU 2011604 changes certain fair value measurement prireihel clarifies the application of existing faitt@measurement guidan
These amendments require, among other thingshélapplication of the highest and best use andatialupremise concepts, (2) measuring
fair value of an instrument classified in a repugtientity’s shareholderstquity and (3) disclosing quantitative informatiabout th
unobservable inputs used within the Level 3 hidraré-or public entities, ASU 20104 is effective for interim and annual periods begic
after December 15, 2011, on a prospective basis.nBopublic entities, the amendments are effectoreannual periods beginning al
December 15, 2011. Effective January 1, 2012, weptedl ASU 201134. The adoption of this accounting standards wpda not have
material impact on our consolidated financial stegats.
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Factors That May Affect Future Operations

We believe that our future operating results wilhtinue to be subject to quarterly variations baspedn a wide variety of facto
including the cyclical nature of the ordering patteof our distributors, timing of regulatory appats, the implementation of various phase
our clinical trials and manufacturing efficiencigge to the learning curve of utilizing new matesiahd equipment. Our operating results c
also be impacted by a weakening of the Euro arehgthening of the New Israeli Shekel, or NIS, bagainst the U.S. dollar. Lastly, ot
economic conditions we cannot foresee may affestocner demand, such as individual country reimbues# policies pertaining to ¢
products.
Contractual Obligations and Commitments

During the three months ended March 31, 2012, tivere no material changes to our contractual otiiga and commitments.
Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

We are exposed to market risk related to fluctuastio interest rates and in foreign currency exgbeanates.
Interest Rate Exposure

Our exposure to market risk relates primarily torsterm investments, including funds classified aheguivalents. As of March :
2012, all excess funds were invested in time dépasid other highly liquid investments, therefoue interest rate exposure is not consider:
be material.
Foreign Currency Exchange Rate Exposure

Our foreign currency exchange rate exposure coasinio evolve as we grow internationally. Our expesto foreign currenc
transaction gains and losses is the result of icert&enues and expenses being denominated inncigseother than the U.S. dollar, prima
the Euro and the New lIsraeli Shekel. We do noterily engage in hedging or similar transactionsetduce these risks. Fluctuations
currency exchange rates could impact our resultgefations, financial position, and cash flows.
Item 4. Controls and Procedures
Management’'s Conclusions Regarding Effectiveness Blisclosure Controls and Procedures

As of March 31, 2012, we conducted an evaluatiomen the supervision and participation of managenmeeiuding our chie
executive officer and chief financial officer, dfet effectiveness of our disclosure controls ana¢ulares (as defined in Rule 1B&e) an
Rule 15di5(e) of the Securities Exchange Act of 1934, agratad). There are inherent limitations to the ¢iffeaess of any system
disclosure controls and procedures. Accordinglenegffective disclosure controls and proceduresardy provide reasonable assuranc
achieving their control objectives.

Based upon this evaluation, our chief executiveceffand chief financial officer concluded that alisclosure controls and procedt
are effective at the reasonable assurance lewalarch 31, 2012.

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 reasone
likely to materially affect, our internal controber financial reporting.

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

From time to time, we may be involved in litigatithmat arises through the normal course of busin@ssof the date of this filing, v
are not a party to any material litigation nor aeeaware of any such threatened or pending litgagxcept for the matters described below.
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On November 2, 2010, Eric Ben Mayor, a former seaioployee of InspireMD Ltd., filed suit in Regidriaabor Court in Tel Aviv
claiming illegal termination of employment and vars amounts in connection with his terminationjuding allegations that he is owed sal
payments to pension fund, vacation pay, sick daggerance pay, commission for revenues and otpestgf funds. In total, Mr. Mayor
seeking $428,000, additional compensation for mgiddack wages, and options to purchase 2,029,02feslof our common stock at
exercise price of $0.001 per share. We have éledtice in Regional Labor Court indicating that ffarties have rejected a court proposs
mediation and a second preliminary hearing was dellovember 3, 2011. We received an extensiom the court to file motions regard
the disclosure procedure between the parties dumié 20, 2012. No further hearing date has been se

Other than as set forth above, there are no mhtgnaeedings in which any of our directors, offcer affiliates or any registered
beneficial shareholder of more than 5% of our comistock is an adverse party or has a materialdésterdverse to our interest.

Item 1A. Risk Factors

Investing in our common stock involves a high degoérisk. The significant factors known to us thatild materially adversely aff
our business, financial condition, or operatingutssare set forth in Item 1A to our 2011 KOThe information below sets forth additional |
factors or risk factors that have had material gearsince the 2011 10-K, and should be read iruoectipn with Item 1A of the 2011 1R- If
any of the risks set forth in the 2011 K®r below, or any other risks not described belagtpally occur, it is likely that our businessdncia
condition, and/or operating results could be matigradversely affected. In such case, the traginge and market value of our common s
could decline and you may lose part or all of yiowestment in our common stock.

We will need to raise additional capital to meetrdausiness requirements in the future and such cabiraising may be costly or difficult 1
obtain and could dilute current stockholders’ owrsip interests.

We will need to raise additional capital in theufiet, which may not be available on reasonable temas all. At May 7, 2012, we h
cash on hand of approximately $11.8 million andeetthat such funds, together with our income, bdlinsufficient to fully realize all of o
business objectives. For instance, we will needige additional funds to accomplish the following
° pursuing growth opportunities, including moreidagxpansion;
° acquiring complementary business
e  making capital improvements to improve our infrasture;
° hiring qualified management and key employees;
° developing new services, programming or products;

e  responding to competitive pressur

° complying with regulatory requirements such asrigieg and registration; ar

maintaining compliance with applicable lav

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

The terms of any securities issued by us in futapital transactions may be more favorable to newestors, and may inclu
preferences, superior voting rights and the issmariovarrants or other derivative securities, whicly have a further dilutive effect on
holders of any of our securities then outstanding.

Furthermore, any additional debt or equity finagcihat we may need may not be available on termsréble to us, or at all. If v
are unable to obtain such additional financing dmely basis, we may have to curtail our developtreetivities and growth plans and/or
forced to sell assets, perhaps on unfavorable temmish would have a material adverse effect ontusiness, financial condition and result
operations, and ultimately could be forced to diditme our operations and liquidate, in which evierig unlikely that stockholders wot
receive any distribution on their shares. Furtlvez, may not be able to continue operating if wendb generate sufficient revenues fi
operations needed to stay in business.
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In addition, we may incur substantial costs in pimg future capital financing, including investmelanking fees, legal fe:
accounting fees, securities law compliance fedsfipg and distribution expenses and other cog{e may also be required to recognize non-
cash expenses in connection with certain secustesssue, such as convertible notes and warramiish may adversely impact our finan
condition.

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

Sales of a significant number of shares of our comstock in the public market could harm the magkéte of our common stock a
make it more difficult for us to raise funds thrbufyiture offerings of common stock. 414,942 shafesur common stock are currently fre
tradable pursuant to an effective registrationestent and approximately 59,278,947 shares of omnuan stock are currently saleable ui
Rule 144 under the Securities Act of 1933, as aménthe availability of these shares of our commimck for resale in the public market
the potential to cause the supply of our commoaoksto exceed investor demand, thereby decreasengribe of our common stock.

The ability of our stockholders to sell substantiahounts of our common stock in the public marleaild create a circumstar
commonly referred to as an “overhangfiich could cause the market price of our commoaoksto fall. The existence of an overhang, whe
or not sales have occurred or are occurring, caldd make it more difficult for us to raise additéd financing through the sale of equity
equity-related securities in the future at a timd price that we deem reasonable or appropriate.

Our obligations to the holders of our senior secdreonvertible debentures are secured by all of @ssets, so if we default on thc
obligations, the convertible debenture holders codibreclose on our assets.

The holders of our senior secured convertible dielvtes have a security interest in all of our asaatsthose of our subsidiaries. £
result, if we default under our obligations to thelders of our senior secured convertible debesjutiee holders of our senior sect
convertible debentures could foreclose on theiusgcinterests and liquidate some or all of thessets, which would harm our busin
financial condition and results of operations.

Our senior secured convertible debentures and thesaciated securities purchase agreement containecawnts that could limit ou
financing options and liquidity position, which wdd limit our ability to grow our business

The terms of our senior secured convertible delestcould have negative consequences to us, such as

. we may be unable to obtain additional financingfuad working capital, operating losses, capital endiitures ¢
acquisitions on terms acceptable to us, or a

. we may be unable to refinance our indebtednessramstacceptable to us, or at all; ¢
. we may be more vulnerable to economic downturndliamited in our ability to withstand competitivegasures.

Additionally, covenants in our senior secured cotibke debentures and the associated securitiehpse agreement impose operz
and financial restrictions on us. These restridiprohibit or limit our ability, and the ability @fur subsidiaries, to, among other things:

. pay cash dividends to our stockholde¢

. redeem outstanding securities;

. incur additional indebtednes

. permit liens on assets or conduct sales of assets;

. effectuate stock splits until April 5, 2013, exc@ptonnection with an initial listing on a natids&curities exchange or

meet the continued listing requirements of suctharge;
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. cease making public filings under the SecuritiesHaxge Act of 1934, as amended; and
. engage in transactions with affiliate

These restrictions may limit our ability to obtamdditional financing, withstand downturns in oursimess or take advantage
business opportunities. Moreover, additional detsrfcing we may seek may contain terms that inctadee restrictive covenants, may req
repayment on an accelerated schedule or may ingibse obligations that limit our ability to grow obusiness, acquire needed assets, o
other actions we might otherwise consider apprépa desirable.

The conversion of our senior securamnvertible debentures and the exercise of the aats issued to the purchasers of our senior seci
convertible debentures would have a dilutive impaatour existing stockholders.

There are currently 6,686,930 shares of commorksataderlying our senior secured convertible debestand 3,655,775 shares
common stock underlying warrants that were issoepurchasers and placement agents in connectidnthét issuance of the senior sec
convertible debentures, for a total of 10,342, 7#ras of common stock. When issued, these additldna42,705 shares of common stock
equal approximately 13% of our then outstandingeshaf common stock, and would immediately dilute current stockholders in terms
ownership percentage and voting power. The termthefsenior secured convertible debentures antecelsarrants contain provisions t
restrict the amount of shares a holder can reagiom conversion or exercise to 4.99% of the theatanding number of shares of our comi
stock. However, these restrictions do not prevhatholders from selling some of their holdings #meh receiving additional shares. In
way, the holders could sell more than these limtile never holding more than the limits. As a teseven with the restrictions, the holder:
these senior secured convertible debentures andhmtarcould ultimately convert and exercise, arghtkell, the full amount issuable u
conversion and exercise of the senior secured ctibleedebentures warrants, respectively, in whiake our current stockholders would st
the full amount of dilution.

The holders of our senior secured convertible deheas might be able to exert substantial influenoger us in the event that Sol J. Bar
Ph.D. ceases to remain our chairma

Under the terms of the securities purchase agreepuesuant to which our senior secured convertilelbentures were sold, if So
Barer, Ph.D. ceases to serve as our chairman dbe ®arers resignation following a material adverse chamgié¢ condition of Dr. Barer
any member of Dr. Bares’immediate family or the vote or written consehindependent stockholders, we would be requiredpyoint twt
persons to our board of directors designated byeGsrCapital Advisors LLC, the investment advisootr lead investors in the senior sec
convertible debenture offering, and support thée®n of such persons until the senior securet/edible debentures are either repai
converted in full. In addition, in the event that. Barer ceases to serve as our chairman for angraeason while the senior sect
convertible debentures are outstanding, it wouldtevent of default under the senior secured atibleedebentures, which could result in
acceleration of our senior secured convertible delves at the election of the holders of 60% ofdhtstanding principal of the senior sect
convertible debentures, an amount that Genesist&@akilvisors LLC presently controls. As a resulier@sis Capital Advisors LLC, or
assigns, have the potential to exert substantfhleince over our management and governance inubet ®r. Barer ceases to serve as
chairman and they may exert such influence in amaathat is not consistent with the best interebtsur common stockholders.

Item 6. Exhibits

See Index to Exhibits.

22




SIGNATURES

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

INSPIREMD, INC.

Date: May 7, 201 By: /s/Ofir Paz
Name: Ofir Paz
Title:  Chief Executive Office

By: /s/Craig Shore
Name: Craig Shore

Title:  Chief Financial Officer, Secretary and
Treasure
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EXHIBIT INDEX

Exhibit No. Description

2.1 Share Exchange Agreement, dated as of Decemb@020, by and among InspireMD Ltd., Saguaro Resayioe., and th
Shareholders of InspireMD Ltd. that are signattwréto (incorporated by reference to Exhibit 18. 5aguaro Resources,
Inc. Current Report on Forn-K filed with the Securities and Exchange CommissionJanuary 5, 201

2.2 Amendment to Share Exchange Agreement, dated Fgti2da2011 (incorporated by reference to Exhili2tt? Current
Report on Form -K filed with the Securities and Exchange Commissiampril 6, 2011

2.3 Second Amendment to Share Exchange Agreement, Netegh 25, 2011 (incorporated by reference to Eix[2il3 to
Current Report on Formr-K filed with the Securities and Exchange CommissiarApril 6, 2011

3.1 Amended and Restated Certificate of Incorporatinaafporated by reference to Exhibit 3.1 to Curf@aport on Form 8-K
filed with the Securities and Exchange Commissiompril 1, 2011)

3.2 Amended and Restated Bylaws (incorporated by reéeréo Exhibit 3.2 to Current Report on Form 8-lédiwith the
Securities and Exchange Commission on April 1, 2!

10.1+ Consultancy Agreement, dated March 27, 2012, bybetieen InspireMD Ltd. and Robert Ratini (incogted by referenc
to Exhibit 10.1 to Current Report on Fori-K filed with the Securities and Exchange CommissiarApril 2, 2012

31.1* Certification of Principal Executive Officer pursudo Section 302 of the Sarba-Oxley Act of 2002

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

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

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

101** The following materials from the Company’s QuasteRleport on Form 10-Q for the quarter ended Marth2®12,

formatted in XBRL (eXtensible Business Reportingigaage), (i) Consolidated Balance Sheets, (ii) Cltsted Statemen
of Operations, (iii) Consolidated Statements of I@es in Equity (Capital Deficiency), (iv) Consolidd Statements of Cash
Flows, and (v) the Notes to the Consolidated Firsr&tatement

* Filed herewith.

** Pursuant to Rule 406T of Regulation S-T, theehatctive Data Files on Exhibit 101 hereto are dekbnw filed or part of a registration
statement or prospectus for purposes of Sectioms 12 of the Securities Act of 1933, as amendezldaemed not filed for purposes of Sec
18 of the Securities and Exchange Act of 1934 nasraled, and otherwise are not subject to liahilitgier those sections.

+ Management contract or compensatory plan or geraent.



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

May 7, 2012 /sl 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

May 7, 2012 /sl Craig Shore

Craig Shore
Chief Financial Office




Exhibit 32.1

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

This certification is furnished solely pursuanSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-@f)the quarter ended March 31, 2012 of InspireMig, (the “Company”). |, Ofir Paz,
the Chief Executive Officer of the Company, certifiat, based on my knowledge:

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

of the Company as of and for the periods coveretigreport.

Date: May 7, 201. By: /sl Ofir Paz
Name: Ofir Paz
Title:  Chief Executive Office

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



Exhibit 32.2

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

This certification is furnished solely pursuanSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-@f)the quarter ended March 31, 2012 of InspireMig, (the “Company”). I, Craig
Shore, the Chief Financial Officer and Principalaficial Officer of the Company, certify that, basedmy knowledge:

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

of the Company as of and for the periods coveretigreport.

Date: May 7, 201. By: /sl Craig Shore
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 (satiens (a) and (b) of Section 1350, Chapter 6Bittdé 18, United States Code) and,
accordingly, is not being filed as part of the FArerQ for purposes of Section 18 of the Securleshange Act of 1934, as amended, and is
not incorporated by reference into any filing of Bompany, whether made before or after the datheegardless of any general
incorporation language in such filing.



