EDGAR'pro

iy EDGAR Dnlire”

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

INSPIREMD, INC.

FORM S-1

(Securities Registration Statement)

Filed 09/24/12

321 COLUMBUS AVENUE

BOSTON, MA 02116

(857) 453-6553

0001433607

NSPR

3841 - Surgical and Medical Instruments and Apparatus
Medical Equipment & Supplies

Healthcare

12/31

Powere d By EDGA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

As filed with the Securities and Exchange Commissioon September 24, 2012
File No. 333-

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

FORM S-1

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

InspireMD, Inc.

(Exact name of registrant as specified in its @rart

Delaware 3841 26-212383¢
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4 Menorat Hamaor St.

Tel Aviv, Israel 67448
972-3-691-7691
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including area code, of agent for service)
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Rick A. Werner, Esqg. Yvan-Claude J. Pierre, Esq.
Haynes and Boone, LLP Jodi L. Lashin, Esq.
30 Rockefeller Plaza, 26th Floor Reed Smith LLP
New York, New York 10112 599 Lexington Avenue, 229 Floor
Tel. (212) 659-7300 New York, New York 10022
Fax (212) 884-8234 Tel. (212) 521-5400

Fax (212) 521-5450
Approximate date of commencement of proposed sale the public: As soon as practicable after the effective dathis Registration Statement.

If any of the securities being registered on tlasnfare to be offered on a delayed or continuogshmursuant to Rule 415 under the Securities At883 check
the following box.O




If this Form is filed to register additional secigs for an offering pursuant to Rule 462(b) unither Securities Act, please check the following box list the
Securities Act registration statement number ofethidier effective registration statement for taee offeringd

If this Form is a post-effective amendment filedguant to Rule 462(c) under the Securities Actckhibe following box and list the Securities Acgistration
statement number of the earlier effective regigtrastatement for the same offeririg.

If this Form is a post-effective amendment filedquant to Rule 462(d) under the Securities Actckhke following box and list the Securities Acyjistration
statement number of the earlier effective regigtrastatement for the same offeririg.

Indicate by check mark whether the registrantlear@e accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting comp&se the
definitions of “large accelerated filer,” “accelegd filer” and “smaller reporting company” in Ruleb-2 of the Exchange Act.
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CALCULATION OF REGISTRATION FEE

TITLE OF EACH
CLASS OF SECURITIES PROPOSED MAXIMUM AMOUNT OF
TO BE REGISTERED AGGREGATE OFFERING PRICE(1) REGISTRATION FEE
Common Stock, par value $0.0001 per share $46,000,000(2) $5,271.60

(1) Estimated solely for the purpose of calculatingrigistration fee pursuant to Rule 457(o) underSbeurities Act of 1933, as amend
(2) Includes shares of our common stock that the uniters have the option to purchase to cover ovatraknts, if any
The registrant hereby amends this registration statment on such date or dates as may be necessargléay its effective date until the registrant shalfile

a further amendment which specifically states that tfs registration statement shall thereafter becomeffective in accordance with section 8(a) of the Serties Act
of 1933 or until the registration statement shall Bcome effective on such date as the Commission agtipursuant to said section 8(a), may determine.




The information in this prospectus is not complet@nd may be changed. We may not sell these securitientil the registration statement filed with the ®curities
and Exchange Commission is effective. This prospert is not an offer to sell these securities andig not soliciting an offer to buy these securitieg any state
where the offer or sale is not permitted.

PROSPECTUS (Subject to Completion Dated September 24, 201

Common Stock

We are offering  shares of our common stock. @mmon stock is quoted on the OTC Bulletin Baamder the symbol “NSPR.” On September 21, 2012|a$te
reported sale price of our common stock was $2e2Spare. This does not reflect a one-for- ersw stock split that is expected to occur immedigtrior to the
effectiveness of the registration statement of Wiids prospectus is a part.

We have applied to list our shares of common stockhe Nasdaqg Capital Market under the symbol “NSPR

Our business and an investment in our common stodkvolve significant risks. These risks are descrilstunder the caption “Risk Factors” beginning on page 11
of this prospectus.

Neither the Securities and Exchange Commission nany state securities commission has approved or digproved of these securities or passed upon the acacy
or adequacy of this prospectus. Any representatioto the contrary is a criminal offense.

Per Share Total
Public offering price $ $
Underwriting discount (1) $ $
Proceeds, before expenses, to InspireMD, In $ $

(1) The underwriters will receive compensation in addito the discount. S¢*Underwriter” for a description of compensation payable to théeunwriters

The underwriters may also purchase up to an additio shares from us at the public offering @riess the underwriting discount, within 30 daysrf the date of this
prospectus to cover overallotments.

The underwriters expect to deliver the shares aggismyment in New York, New York on 120

Cowen and Company

JMP Securities

, 2012
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You should rely only on the information contained i this prospectus. We have not, and the underwriter have not, authorized any other person to providgou
with different information. If anyone provides you with different or inconsistent information, you shauld not rely on it. We are not, and the underwriters are not,
making an offer to sell these securities in any jusdiction where the offer or sale is not permittedYou should assume that the information appearingn this
prospectus is accurate only as of the date on theft cover of this prospectus. Our business, finanal condition, results of operations and prospectmay have

changed since that date.

Information contained on our website is not part ofthis prospectus.




PROSPECTUS SUMMARY

This summary provides an overview of selected indion contained elsewhere in this prospectus ames chot contain all of the information
you should consider before investing in our comstook. You should carefully read the prospectusthadegistration statement of which this
prospectus is a part in their entirety before irtirgg in our common stock, including the informataiecussed under "Risk Factors" beginning on
page 11 and our financial statements and notestbehat appear elsewhere in this prospectus. &d irsthis prospectus, unless the context otherwise
indicates, the terms "we," "our," "us," or "the Cpamy" for periods prior to the closing of our shamechange transactions on March 31, 2011 refer to
InspireMD Ltd., a private company incorporated untlee laws of the State of Israel that is now otiolly-owned subsidiary, and its subsidiary, taken
as a whole, and the terms “we,” “our,” "us," or "thCompany" for periods subsequent to the closirtgethare exchange transactions refer to
InspireMD, Inc., a Delaware corporation, and itshsidiaries, including InspireMD Ltd., taken as aclé

The Company
Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform technology, MGuard
™ ' MGuard provides embolic protection in stentimggedures by placing a micron mesh sleeve oveara.gDur initial products are marketed for use
mainly in patients with acute coronary syndromesably acute myocardial infarction (heart attaak)l saphenous vein graft coronary interventions
(bypass surgery). According to the TYPHOON STENAIt(New England Journal of Medicine, 2006) and #@S SVG Trial (Journal of the American
College of Cardiology, 2009), of patients with acuotyocardial infarction and saphenous vein grafbcary interventions, 7.5% to 44% experience
major adverse cardiac events, including cardiathdéaart attack and restenting of the artery. Weorming stenting procedures in patients with
acute coronary symptoms, interventional cardioksgace a difficult dilemma in choosing betweenebaretal stents, which have a high rate of restenosi
(formation of new blockages), and drug-eluting (#ooated) stents, which have a high rate of latenbosis (formation of clots months or years after
implantation), require administration of anti-platedrugs for at least one year post proceduremame costly than bare-metal stents and have additi
side effects. We believe that MGuard is a simplé seamless solution for these patients.

We also intend to apply our technology to develdgittonal products used for other vascular procesluspecifically carotid (the arteries that
supply blood to the brain) and peripheral (othéergs) procedures.

In October 2007, our first generation product, M@uard Coronary, received CE Mark approval fortiment of coronary arterial disease in the
European Union. CE Mark is a mandatory conformanagk on many products marketed in the European @o@anArea and certifies that a product has
met European Union consumer safety, health or enmiental requirements. We began shipping our ptaduzstomers in Europe in January 2008 and
have since expanded our global distribution networRoutheast Asia, India, Latin America and Israel

Our initial MGuard Coronary products incorporatesta@inless steel stent. We subsequently replaiggttinless steel platform with a more
advanced cobalt-chromium based platform, whichaferrto as the MGuard Prini¥ version of our MGuard Coronary. We believe the pdatform
will prove to be superior because cobalt-chromitiemts are generally known in the industry to previetter deliverability and possibly even a redurcti
in major adverse cardiac events.

The MGuard Prime version of the MGuard Coronargieed CE Mark approval in the European Union indber 2010 for improving luminal
diameter and providing embolic protection. We badigve can use and leverage the clinical trial tesaflour original stainless steel based MGuard
Coronary to market our new cobalt-chromium basedust@ Prime version of the MGuard Coronary.

Unless otherwise indicated, in this prospectugresfces to MGuard Coronary are to both our instiainless steel based MGuard Coronary and
our more current cobalt-chromium based MGuard Priersion of the MGuard Coronary, as applicable.




For the six months ended June 30, 2012, our tet@nue was approximately $2.1 million and our as$ lwas approximately $7.1 million. For
the year ended December 31, 2011, our total revermsepproximately $6.0 million and our net losswapproximately $14.7 million.

Recent Events

On June 1, 2012, our board of directors approvelteage in our fiscal year-end from December 3Lt B0, effective June 30, 2012. This
prospectus includes our financial results and dtifermation for the six month period from Janu&r2012 through June 30, 2012, which we refer to as
the “transition period.” Following the transitiomipod, we will file annual reports for each twelventh period ended June 30 of each year beginning
with the twelve month period ended June 30, 2013.

We anticipate that in the near term, Ofir Paz vaflign from his position as our chief executiveagff. Mr. Paz intends to remain in his position
while we conduct a thorough search for an appraprigplacement. We have retained a search firmdistan this process. Mr. Paz’s resignation réflec
our transition from a private medical device stgsteompany with a promising new technology to aliplybtraded company with a successfully tested,
commercialized, CE Mark approved product. Afterresignation, we anticipate that Mr. Paz will remane of our directors and maintain his
involvement with us, as necessary, on a consuliasis.

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andtegstzrtificate of incorporation to effect
a reverse stock split of our common stock at @ raftione-for-two to one-for-four, at any time priorour 2012 annual stockholders’ meeting, the £xac
ratio of the reverse stock split to be determingdhie board. As of the date of this prospectushae not effected the reverse stock split. We ohten
effectuate a one-for- reverse stock spligrger to comply with the listing requirements lo¢ tNasdaqg Capital Market. The reverse stock split i
expected to occur the day immediately following ¢fffectiveness of the registration statement oftWhhis prospectus is a part. Such reverse stditk sp
would immediately increase our stock price. In &ddj such reverse stock split would reduce thelmemof shares of common stock outstanding and
may affect the liquidity of our common stock.

Our Industry

According to Fact Sheet No. 310/June 2011 of theléMdealth Organization, approximately 7.3 millipeople worldwide died of coronary
heart disease in 2008. Physicians and patientsselagt from among a variety of treatments to addcesonary artery disease, including pharmaceutical
therapy, balloon angioplasty, stenting with bar¢aher drug-eluting stents, and coronary arteryasgpgraft procedures, with the selection often
depending upon the stage of the disease. A stentéxpandable “scaffold-like” device, usually doasted of a stainless steel material, that isriese
into an artery to expand the inside passage antbireblood flow.

According to the January 3, 2011 2011 MEDTECH OUTOproduced by the Bank of Montreal Investment BaglGroup, known as BMO
Capital Markets, after registering a compoundediahgrowth rate from 2002 to 2009 of approximateys, revenues from the global coronary stent
market is predicted to remain relatively constatihough in volume of stents the market is predit¢tecontinue to grow. The growth in volume is doe
the appeal for less invasive percutaneous cordngegvention procedures and advances in technatogpled with the increase in the elderly population
obesity rates and advances in technology.

Coronary artery disease is one of the leading caodeath worldwide. The treatment of coronargrartisease includes alternative treatment
methodologies, that is, coronary artery bypassiggbr angioplasty (percutaneous coronary intetieah with or without stenting. According to the
January 3, 2011 2011 MEDTECH OUTLOOK produced &yBIMO Capital Markets, the percutaneous coronagrention procedures involving
stents are increasingly being used to treat coyomaery diseases with an 88.3% penetration rag9@9.

Our Products and Applications

Below is a summary of our current products and petalunder development, and their intended apmicsit




MGuard- Coronary Applications

Our MGuard Coronary with a bio-stable mesh andptemned MGuard Coronary with a drug-eluting meghamed at the treatment of
coronary arterial disease.

MGuard Coronary with a bio-stable mesh.Our first MGuard product, the MGuard Coronary wathio-stable mesh, is comprised of our mesh
sleeve wrapped around a stainless steel bare-stetdl The current MGuard Prime version of our M@u2@oronary with a bio-stable mesh is comprised
of our mesh sleeve wrapped around a cobalt-chrorbiame-metal stent. In comparison to a conventibaeg-metal stent, we believe the MGuard
Coronary with a bio-stable mesh provides protectiom embolic showers. Results of clinical trialsthe MGuard Coronary stent, including the
MAGICAL, PISCIONE and MGuard international registifOS) clinical trials described below (see “Busi#s — Comparison of Clinical Trial Results
to Date with Results Achieved Using Bare Metal oud@Eluting Stents in the STEMI population” belowjdicate positive outcomes and safety
measures. The results of these clinical trialdHerMGuard Coronary stent suggest higher levetepérfusion (blood flow through the microcirculator
system, those blood vessels which are the onlpleisvith a microscope), and lower rates of 30 day A year major adverse cardiac events and high
levels of complete ST resolution (an indicationt th@art muscle activity has returned to normal@spared to the levels and rates of other baramet
and drug-eluting stents.

MGuard Coronary with a drug eluting bio-absorbable mesh. Based upon the clinical profile of MGuard Corgnare anticipate that the
MGuard Coronary with a drug-eluting bio-absorbahlesh will offer both the comparable myocardial hlgsade 3 levels and 30-day and 1-year major
adverse cardiac event rates as the MGuard Coraevitina bio-stable mesh, as described above, andnparative restenosis rate, which is the rate at
which patients experience formation of new blockaigetheir arteries, when compared to existing eFluging stents. This product is currently planned
but not yet under development. The bio-absorbgtolitMGuard Coronary with a drug eluting bio-absaiste mesh is intended to improve upon the bio-
absorbability of other drug-eluting stents, in tigii the large surface area of the mesh and thdl diameter of the fiber. We intend to study whettiee
protective sleeve on the MGuard Coronary with ayekluting bio-absorbable mesh can improve uniforstrithution of the applied drug to the vessel
wall for improved drug therapy management compé&emther drug-eluting stents, where the drug ifrihisted on the struts only. If this intended résul
is achieved with respect to the improved and unifdistribution of the applied drug to the vessellyhe total dosage of the medication potentially
could be reduced while increasing its efficacy. 04@l Coronary with a drug-eluting bio-absorbableimis expected to promote smooth and stable
endothelial cell growth and subsequent attachneetite lumen of the vessel wall, which is esseffibiatapid healing and recovery. In addition, we
believe bio-absorbable drug-eluting mesh may erthigleise of more effective drug therapies thateprdg cannot be effectively coated on a metal-based
stent due to their poor diffusion capabilities.cBese the drug-eluting bio-absorbable mesh willibeabsorbable, we anticipate that the mesh will
completely dissolve after four months, which weentpwill result in fewer of the chronic long termde effects that are associated with the presehce o
the drug.

MGuard — Carotid Applications

We intend to market our mesh sleeve coupled wiblfaexpandable stent (a stent that expands withalidon dilation pressure or need of an
inflation balloon) for use in carotid-applicatiofihis product is currently under developmemie believe that our MGuard design will provide
substantial advantages over existing therapie®atihg carotid artery stenosis (blockage or naimgwf the carotid arteries), like conventionalatat
stenting and endarterectomy (surgery to removekhafpe), given the superior embolic protection chamrstics witnessed in coronary arterial disease
applications. We intend that the embolic protectidihresult from the mesh sleeve, as it traps elirdtctheir source. In addition, we believe that
MGuard Carotid will provide post-procedure protentagainst embolic dislodgement, which can occunéualiately after a carotid stenting procedure and
is often a source of post-procedural strokes irbtian. Schofer, et al. (“Late cerebral embolizatafter emboli-protected carotid artery stentisgessed
by sequential diffusion-weighted magnetic resonamaging,” Journal of American College of Cardiology Cardiogakar Interventions Volume 1,

2008) have also shown that the majority of thedants of embolic showers associated with caroéidtstg occur immediately post-procedure.




MGuard — Peripheral Applications

We intend to market our mesh sleeve coupled wiblfaexpandable stent (a stent that expands withalidon dilation pressure or need of an
inflation balloon) for use in peripheral applicat® This product is currently under developméd®eripheral Artery Disease, also known as peripheral
vascular disease, is usually characterized bydheraulation of plaque in arteries in the legs, needmputation of affected joints or even deathew
untreated. Peripheral Artery Disease is treatdebeby trying to clear the artery of the blockageby implanting a stent in the affected areaustpthe
blockage out of the way of normal blood flow.

As in carotid procedures, peripheral procedureshaeacterized by the necessity of controlling eliotshowers both during and post-
procedure. Controlling embolic showers is so imgairin these indications that physicians oftenagsesred stents, at the risk of blocking branching
vessels, to ensure that emboli does not fall inéobioodstream. We believe that our MGuard desirprovide substantial advantages over existing
therapies in treating peripheral artery stenodciiage or narrowing of the peripheral arteries).

Product Development and Critical Milestones

Below is a list of the products described above @mdprojected critical milestones with respectéeh. As used below, “Q” stands for our fiscal
quarter. While we currently anticipate seekingrappl from the U.S. Food and Drug Administration & of our products in the future, we have only
outlined a timetable to seek U.S. Food and Drug idstration approval for our MGuard Coronary plushabio-stable mesh product in our current
business plan. The use of the term “to be detexdiim the table below with regard to certain mibeges indicates that the achievements of such
milestones is unable to be accurately predictesias milestones are too far in the future.

Start European FDA
Product Indication Development CE Mark Union Sales Approval U.S. Sales
MGuard Coronary Plus Bio-Stable Mesh Bypass/ 2005 Oct. 2007 Q1-2008 Q4-2015 2016
Coronary
MGuard Peripheral Plus Bio-Stable Mesh Peripheral  Q1-2011 Q4-2012 To be To be To be
Arteries determinec  determinec  determinec
MGuard Carotid Plus Bio-Stable Mesh Carotid Q1-2011 Q4-2012 To be To be To be
Arteries determinec  determinec  determinec
MGuard Coronary Plus Bio-Absorbable Dridiiting Mest Bypass/ To be To be To be To be To be

Coronary determinec determinec  determinec  determinec  determinec

With respect to MGuard Carotid with bio-stable mesh have determined that the expected commencesheates in the European Union
cannot be accurately predicted since we have deldngedevelopment of this product until additiohalding for its development is secured.

We anticipate that our MGuard Coronary with bidstamesh will be classified as a Class Ill meda=lice by the U.S. Food and Drug
Administration.




Growth Strategy

Our primary business objective is to utilize oungietary technology to become the industry stash@far treatment of acute coronary
syndromes and to provide a superior solution tactiemon acute problems caused by current stentoggegures, such as restenosis, embolic showers
and late thrombosis. We are pursuing the folloviboginess strategies in order to achieve this Ghgec

Successfully commercialize MGuard Coronary with bi-stable mesh We have begun commercialization of MGuard Corgnéth a
bio-stable mesh in Europe, Russia, Asia and LatireAca through our distributor network and we aggrassively pursuing additional
registrations and contracts in other countries sis;tCanada, South Korea, Belgium, the and cestaaller countries in Latin America.
the time we begin marketing this product in the.Uw& expect to have introduced the MGuard Corotesiynology to clinics and
interventional cardiologists around the world, am¢have fostered brand name recognition and wigespadoption of MGuard
Coronary. We plan to accomplish this by partigipgin national and international conferences, emtidg and sponsoring clinical trials,
publishing articles in scientific journals, holdifagal training sessions and conducting electraméclia campaign:

Successfully develop the next generation of MGuarstents. While we market our MGuard Coronary with bio-séatmesh, we intend to
develop the MGuard Coronary with a drug-eluting Ime¥/e are also working on our MGuard stents faipberal and carotid, for which
we expect to have CE Mark approval by the firstrtgreof 2013. In addition, we released our cobhlemium version of MGuard
Coronary, MGuard Prime, in 2010, which we anticgpatll replace the original stainless steel-basedion of MGuard Coronary over the
next few years

Continue to leverage MGuard technology to developdilitional applications for interventional cardiologists and vascular surgeons.

In addition to the applications described abovepeieve that we will eventually be able to utiliaer proprietary technology to address
imminent market needs for new product innovatiansignificantly improve patients’ care. We havetwsed intellectual property using our
mesh technology in the areas of brain aneurisratitg bifurcated blood vessels and a new concegistdl protective devices. We believe
these areas have large growth potential givenuirvigw, that present solutions are far from satigdry, and there is a significant demand
for better patient care. We believe that our patean be put into practice and that they will drdur growth at a later stac

Work with world -renowned physicians to build awareness and brand eegnition of MGuard portfolio of products. We intend to
work closely with leading cardiologists to evaluated ensure the efficacy and safety of our produdte intend that some of these
prominent physicians will serve on our Scientifidvsory Board, which is our advisory committee tadvises our board of directors, and
run clinical trials with the MGuard Coronary. Wdlibee these individuals, once convinced of the M@u@oronary’s appeal, will be
invaluable assets in facilitating the widespreadptidn of the stent. In addition, we plan to ldokhese cardiologists to generate and
publish scientific data on the use of our produats] to present their findings at various confeesrtbey attend. Dr. Gregg W. Stone,
director of Cardiovascular Research and EducatitineaCenter for Interventional Vascular TherapyNefv York Presbyterian
Hospital/Columbia University Medical Center and tiwedirector of Medical Research and Educationhat Tardiovascular Research
Foundation is the study chairman for the MASTERaITriDr. Donald Cutlip, Executive Director of Claal Investigation at the Harvard
Clinical Research Institute, will provide scientifeadership of the U.S. Food and Drug Administratrials and Dr. Stone will act as
principal investigator. On October 4, 2011, IneMD Ltd., our wholly-owned subsidiary, entered iatalinical trial services agreement
with Harvard Clinical Research Institute, Inc., guant to which Harvard Clinical Research Institirte, will conduct a study entitled
“MASTER Il - MGuard Stent System Clinical Trial Patients with Acute Myocardial Infarction” on owehalf. We will pay Harvard
Clinical Research Institute, Inc, Cardio Researstrielations (CRF), as a core laboratory, and MedPéssational, as our European
monitoring group, an estimated aggregate fee ofcegipately $15 million for conducting the study bgect to adjustment dependent upon
changes in the scope and nature of the study, lhasvether costs to be determined by the pai




Continue to protect and expand our portfolio of paents. Our patents and their protection are critical to success. We have filed nine
separate patent applications for our MGuard tedgyoin the U.S. (including one that is still in tRatent Cooperation Treaty international
phase) and corresponding patent applications im@arChina, Europe, Israel, India, and South Af\Wa believe these patents and patent
applications cover all of our existing productsd @an be useful for future technology. We intenddntinue patenting new technology a

is developed, and to actively pursue any infringetugon our patents. To date, we have secured tgatatection in each of the United
States, South Africa and China for one patent.“Business Intellectual Propert— Patent”).

Risks Associated with Our Business

Our ability to operate our business and achievegoats and strategies is subject to numerous askiiscussed more fully in the section titled
“Risk Factors,” including, without limitation:

our history of recurring losses and negative clshs from operating activities, significant fututtemmitments and the uncertainty
regarding the adequacy of our liquidity to pursue @mplete business objectivi

our ability to complete clinical trials as anticipd and obtain and maintain regulatory approval®fw products;
our ability to adequately protect our intellectpebperty

our dependence on a single manufacturing facitity aur ability to comply with stringent manufachgiquality standards and to increase
production as necessa

the risk that the data collected from our curremd planned clinical trials may not be sufficientdemonstrate that the MGuard technology
is an attractive alternative to other proceduresm@oducts

intense competition in our industry, with compeasitbaving substantially greater financial, techgdalal, research and development,
regulatory and clinical, manufacturing, marketimgl sales, distribution and personnel resourcesteado;

entry of new competitors and products and potetg@inological obsolescence of our prodt
loss of a key customer or suppl

technical problems with our research and produntispmtential product liability claim
adverse economic conditio

adverse federal, state and local government régojah the U.S., Europe or Isre

price increases for supplies and compon

inability to carry out research, development anchercialization plans; al

loss or retirement of key executives and researigmssts




Corporate and Other Information

We were organized in the State of Delaware on Febr9, 2008 as Saguaro Resources, Inc. to engabe acquisition, exploration and
development of natural resource properties. On M2ag; 2011, we changed our name from “Saguaro Ressunc.” to “InspireMD, Inc.”

Our principal executive offices are located at 4t Hamaor St., Tel Aviv, Israel 67448. Our phlene number is 972-3-691-7691. Our
website address is www.inspire-md.com. Informatonessed through our website is not incorporatiedthis prospectus and is not a part of this

prospectus.




The Offering

Common stock offered by the Compa

Common stock to be outstanding after this offer

Use of proceeds: We intend to use the net proceeds of this offetangupport the worldwic

commercialization of MGuard in acute myocardiahittion and pursue
FDA approval in the U.S., to redeem our convertd#bentures and for
general corporate purposes. See “Use of Procéadsiining on page 30
of this prospectus

Risk factors: You should carefully consider the information setli in this prospectus

and, in particular, the specific factors set fartlthe “Risk Factors”
section beginning on page 11 of this prospectusrbefeciding whether
not to invest in shares of our common stc

OTC Bulletin Board symbo NSPR

Proposed symbol and listing: We have applied for to list our shares of commaoulsbn the Nasdaq

Capital Market under the symt“NSPR”

The number of shares of common stock outstanditeg #fis offering is based on 68,511,911 sharestantling on September 21, 2012 and

excludes:

7,814,849 shares of common stock issuable upoexteise of currently outstanding warrants witheaarcise price of $1.80 per shi
2,550,000 shares of common stock issuable upoexteise of currently outstanding warrants witheaarcise price of $1.50 per shi
784,510 shares of common stock issuable upon eiee of currently outstanding warrants with aareise price of $1.23 per she
6,934,623hares of common stock issuable upon the conveddioar senior secured convertible debentures dud 8, 2014

13,637,133 shares of common stock issuable upoexireise of currently outstanding options withreise prices ranging from $0.001 to
$2.60 and having a weighted average exercise pfi$ 1.05 per share; ar

5,221,450 shares of common stock available foréuigssuance under our 2011 UMBRELLA Option F

Unless otherwise stated, all information contaimmettis prospectus:

assumes no exercise of the overallotment optiontgdato the underwriters; and

is not adjusted for the anticipated one-for reverse stock split that is expected to occur theithmediately following the effectiveness of
the registration statement of which this prospeidwspart.




Summary Consolidated Financial Data

The following summary consolidated financial ddtawd be read in conjunction with the consoliddiedncial statements and the related notes
thereto and the section entitled “Management’s @ison and Analysis of Financial Condition and Rssef Operations” included elsewhere in this
prospectus. The balance sheet data at June 30a2d1tPe statement of operations data for the sixths ended June 30, 2012 and each of the threg yea
ended December 31, 2011, 2010 and 2009 have begadirom the audited consolidated financial stegats for such years, included in this prospectus.

The discussion below does not give effect to theated one-for-  reverse stock split of oammon stock that is expected to occur the day
immediately following the effectiveness of the wgation statement of which this prospectus isra pa

Summary of Operations Data

Six Months Endec Year Ended December 31
June 30, 201: 2011 2010 2009
(amounts in thousands, except per share and percege data)
Revenue: $ 2,071 $ 6,00 $ 4,94¢ 3% 3,411
Cost of revenue $ 1377 $ 3,011 $ 2,69¢ $ 2,291
Gross profit (loss $ 694 $ 2,99: $ 2,25:  $ 1,12(
Gross margir 34% 5C% 46% 33%
Total operating expens: $ 785 % 16,72: $ 547: $ 3,837
Net loss $ (7,08) $ (14,665 $ (34200 $ (2,724
Net loss per shar basic and dilute: $ 010 $ 029 $ 0.0 $ (0.06)

Weighted average number of ordinary shares usednrputing net

loss per shar—basic and dilute: 68,176,88 61,439,70 49,234,52. 47,658,85
As adjusted(1) net loss per sh— basic and diluted (Unaudite

As adjusted(1) weighted average number of ordisaayes used

computing net loss per she basic and dilute(Unaudited)

(1) The unaudited as adjusted amounts give effect torexeipt of the net proceeds from the sale bynuthis offering, after deducting estima
underwriting discounts and commissions and estichatiering expenses payable by us and the applicati the net proceeds we will receive fi
this offering to redeem the convertible debentusesjescribed i“Use of Proceec”

Balance Sheet Data
June 30, 201:
Actual As adjusted(1

Cash and cash equivalel $ 10,28¢
Restricted cas $ 37
Working capital(2) $ 10,75¢
Total asset $ 16,01«
Long-term liabilities $ 7,07¢
Equity (capital deficiency $ 5,38¢

(1) The unaudited as adjusted amounts give effect torexeipt of the net proceeds from the sale bynuthis offering, after deducting estima
underwriting discounts and commissions and estichatiering expenses payable by us and the applicati the net proceeds we will receive fi
this offering to redeem the convertible debentusssjescribed i“Use of Proceec”




(2) Working capital is equal to the difference betwegtal current assets and total current liabilit
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RISK FACTORS

Investing in our common stock involves a high degferisk. You should carefully consider the ridkscribed below and all of the other informationfseth in
this prospectus before deciding to invest in shafesur common stock. If any of the events or dgeénts described below occur, our business, finhnondition or
results of operations could be negatively affectedhat case, the trading price of our common ktoauld decline, and you could lose all or partotir investment in our
common stock.

Risks Related to Our Business

The report of our independent registered public acnting firm contains an explanatory paragraph ae bur ability to continue as a going concern, whicould
prevent us from obtaining new financing on reasorakierms or at all.

Because we have had recurring losses and negatbeflows from operating activities and have sigaiit future commitments, substantial doubt exsggardinc
our ability to remain in operating at the same lewe are currently performing. Further, the repirKesselman & Kesselman C.P.A.s (Isr.), our iredefent registered
public accounting firm, with respect to our finaacstatements at June 30, 2012, December 31, 2@ll2@10, and for the six month period ended Jup@@D2 contains
an explanatory paragraph as to our potential iitgltd continue as a going concern. Additionallyistmay adversely affect our ability to obtain n@vancing on
reasonable terms or at all.

We have a history of net losses and may experi€fobgre losses.

To date, we have experienced net losses. A sulmtpottion of the expenses associated with ourufeoturing facilities are fixed in nature (i.e. pieciation)
and will reduce our operating margin until suchetjrf ever, as we are able to increase utilizatibour capacity through increased sales of ouryetsd The clinical trials
necessary to support our anticipated growth wilkkpensive and lengthy. In addition, our stratg@ggn will require a significant investment in ctai trials, product
development and sales and marketing programs, whahnot result in the accelerated revenue gromdhwe anticipate. Furthermore, we have signifi¢antre
commitments with respect to our convertible debexguSince we expect to continue incurring negatash flows from operations and in light of thegudial cash
expenditures that may be required to satisfy onwvedible debentures, there can be no assurance¢haill ever generate sufficient revenues to meegrofitable.

We expect to derive our revenue from sales of ouBlard stent products and other products we may diewe If we fail to generate revenue from this sa4r, our
results of operations and the value of our businessuld be materially and adversely affected.

We expect our revenue to be generated from salesrd¥iGuard stent products and other products weaeaelop. Future sales of these products, if asitybe
subject to the receipt of regulatory approvals emmmercial and market uncertainties that may bsideitour control. If we fail to generate such rewes, our results of
operations and the value of our business and siesuiould be materially and adversely affected.

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

Our ability to protect our products from unauthedzr infringing use by third parties depends stisdlly on our ability to obtain and maintain whiind
enforceable patents. Due to evolving legal stadgleglating to the patentability, validity and encfeability of patents covering medical devices phdrmaceutical
inventions and the scope of claims made under thamts, our ability to enforce patents is uncedad involves complex legal and factual questiofscordingly,
rights under any of our pending patents may notigeous with commercially meaningful protection ar products or afford a commercial advantagersgaiur
competitors or their competitive products or preess In addition, patents may not be issued froyrpanding or future patent applications owned bljcensed to us, at
moreover, patents that may be issued to us inutiveef may not be valid or enforceable. Furtheeneif valid and enforceable, our patents may natuféciently broad to
prevent others from marketing products like ouespite our patent rights.
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The validity of our patent claims depends, in pamtwhether prior art references exist that desavibrender obvious our inventions as of the filiiage of our
patent applications. We may not have identifidghabr art, such as U.S. and foreign patents diliphied applications or published scientific liter, that could adverse
affect the patentability of our pending patent agtions. For example, patent applications indh®. are maintained in confidence for up to 18 msatfter their filing. |
some cases, however, patent applications remafideotial in the U.S. Patent and Trademark Offioethe entire time prior to issuance as a U.S.ratBatent
applications filed in countries outside the U.2 mot typically published until at least 18 monfitwsn their first filing date. Similarly, publicatn of discoveries in the
scientific or patent literature often lags behictlial discoveries. Therefore, we cannot be cett@hwe were the first to invent, or the firstiite patent applications
relating to, our stent technologies. In the exkat a third party has also filed a U.S. patentiaegfion covering our stents or a similar inventiare may have to participe
in an adversarial proceeding, known as an intenfaredeclared by the U.S. Patent and Trademarketdi determine priority of invention in the U.B.is possible that w
may be unsuccessful in the interference, resuitirgloss of some portion or all of our positiorttie U.S. The laws of some foreign jurisdictiomsndt protect intellectu
property rights to the same degree as in the drffl many companies have encountered significaiitwlifes in protecting and defending such rigitsareign
jurisdictions. If we encounter such difficultiesare otherwise precluded from effectively protegtour intellectual property rights in foreign gaictions, our busine:
prospects could be substantially harmed.

We may initiate litigation to enforce our patemghis on any patents issued on pending patent agipls, which may prompt adversaries in such litogato
challenge the validity, scope or enforceabilityoaf patents. If a court decides that such patmetsiot valid, not enforceable or of a limited sope may not have the
right to stop others from using our inventions.s@leven if our patents are determined by a colsetvalid and enforceable, they may not be sefiity broad to prevent
others from marketing products similar to ours esigning around our patents, despite our patehts;ignor provide us with freedom to operate uninggoly the patent
rights of others.

We also rely on trade secret protection to pratectinterests in proprietary know-how and for psses for which patents are difficult to obtain ofoece. We
may not be able to protect our trade secrets adelgudn addition, we rely on non-disclosure andfidentiality agreements with employees, conststamd other parties
to protect, in part, trade secrets and other petgmy technology. These agreements may be breacttede may not have adequate remedies for angtorédoreover,
others may independently develop equivalent pregmyenformation, and third parties may otherwiséngaccess to our trade secrets and proprietaryliedge. Any
disclosure of confidential data into the public domor to third parties could allow competitordaarn our trade secrets and use the informati@ompetition against us.

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 be limited and our busgiss could be harmed.

We currently manufacture our MGuard stent at oailifees in Tel Aviv, Israel, and we have contratteith QualiMed Innovative Medizinprodukte GmbH, a
German manufacturer, to assist in productionhéfé were a disruption to our existing manufactufacility, we would have no other means of mantufaog our
MGuard stent until we were able to restore the rfenturing capability at our facility or developethative manufacturing facilities. If we were ukeato produce
sufficient quantities of our MGuard stent for useur current and planned clinical trials, or if @anufacturing process yields substandard stentsjevelopment and
commercialization efforts would be delayed.

We currently have limited resources, facilities @axgerience to commercially manufacture our prodaadidates. In order to produce our MGuard stetite
quantities that we anticipate will be required teghanticipated market demand, we will need toeiase, or “scale up,” the production process bguifstant factor over
the current level of production. There are tecainiballenges to scaling-up manufacturing capaeityg developing commercial-scale manufacturindifees will require
the investment of substantial funds and hiring @atdining additional management and technical perslovho have the necessary manufacturing experiee may not
successfully complete any required scale-up imal§i manner or at all. If unable to do so, we maibe able to produce our MGuard stent in sufficigiantities to meet
the requirements for the launch of the producbaneet future demand, if at all. If we develop abthin regulatory approval for our MGuard sterd are unable to
manufacture a sufficient supply of our MGuard stent revenues, business and financial prospeatidvize adversely affected and we may suffer rejautat harm,
which could further adversely affect our revenumssiness and financial prospects. In additiothefscaledip production process is not efficient or produstests that d
not meet quality and other standards, our futuosgmargins may decline. Also, our current andned personnel, systems, procedures and contrgisiatde adequate
to support our anticipated growth. If we are usablmanage our growth effectively, our businesgctcbe harmed.
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Additionally, any damage to or destruction of oet Aviv facilities or its equipment, prolonged pawmitage or contamination at our facility wouldrsfgcantly
impair our ability to produce MGuard stents.

Finally, the production of our MGuard stent mustucin a highly controlled, clean environment tanimize particles and other yield and quality-limgi
contaminants.In spite of stringent quality controls, weaknessgsrocess control or minute impurities in mateviaday cause a substantial percentage of defecibeiipts
in a lot. If we are unable to maintain stringenékify controls, or if contamination problems ariear clinical development and commercializatiofoe$ could be delaye
which would harm our business and results of operst

Clinical trials necessary to support a pre-markegi@roval application will be lengthy and expensivedawill require the enroliment of a large number gfatients,
and suitable patients may be difficult to identind recruit. Any such delay or failure of clinicatials could prevent us from commercializing outest products,
which would materially and adversely affect our gt of operations and the value of our business.

Clinical trials necessary to support a pre-markgiraval application to the U.S. Food and Drug Adstmation for our MGuard stent will be expensivel avill
require the enrollment of a large number of pasieahd suitable patients may be difficult to idignaind recruit, which may cause a delay in the tgrmeent and
commercialization of our product candidates. Chhirials supporting a pre-market approval apfilice for the Cypher stent developed by Johnsool&don and the
Taxus Express?2 stent developed by Boston Scie@iiporation, which were approved by the U.S. Faod Drug Administration and are currently marketedolved
patient populations of approximately 1,000 and @,38spectively, and a 12-month follow up perida.some trials, a greater number of patients alothger follow up
period may be required. The U.S. Food and Drug Adstration may require us to submit data on a greaimber of patients or for a longer follow-upipdrthan those
for pre-market approval applications for the Cypétent and the Taxus Express2 stent. Patientleraod in clinical trials and the ability to succksly complete patient
follow-up depends on many factors, including the of the patient population, the nature of tha protocol, the proximity of patients to clinicgites, the eligibility
criteria for the clinical trial and patient compize. For example, patients may be discouraged émmlling in our clinical trials if the trial protol requires them to
undergo extensive post-treatment procedures aviellp to assess the safety and efficacy of ourymisd or they may be persuaded to participate ftecnporaneous
clinical trials of competitive products. In adaditi, patients participating in our clinical trialayndie before completion of the trial or suffer atse medical events
unrelated to or related to our products. Delaysatient enroliment or failure of patients to cant to participate in a clinical trial may causdramrease in costs and
delays or result in the failure of the clinicabtri

In addition, the length of time required to comelelinical trials for pharmaceutical and medicatide products varies substantially according todbgree of
regulation and the type, complexity, novelty angitied use of a product, and can continue for atyears and cost millions of dollars. The comneenent and
completion of clinical trials for our products umaievelopment may be delayed by many factors, diotugovernmental or regulatory delays and changesgulatory
requirements, policy and guidelines or our inapidit the inability of any potential licensee to rafacture or obtain from third parties materialdfisignt for use in
preclinical studies and clinical trials.
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Physicians may not widely adopt the MGuard steniess they determine, based on experience, larga clinical data and published peer reviewed joal articles
that the use of the MGuard stent provides a safelaifective alternative to other existing treatmsrfor coronary artery disease.

We believe that physicians will not widely adop tdGuard stent unless they determine, based onierpe, longterm clinical data and published peer revie
journal articles, that the use of our MGuard st@otides a safe and effective alternative to oéhesting treatments for coronary artery diseasguding coronary arter
bypass grafting balloon angioplasty, bare-metaitstand other drug-eluting stents, provided by §ohr& Johnson, Boston Scientific Corporation, Medlit Inc., Abbott
Laboratories and others.

We cannot provide any assurance that the datactaiérom our current and planned clinical trialfl e sufficient to demonstrate that the MGuarehss are an
attractive alternative to other procedures. Iffaibto demonstrate safety and efficacy that ieast comparable to other drug-eluting stents ce-bzetal stents that have
received regulatory approval and that are availabhléhe market, our ability to successfully martket MGuard stent will be significantly limited. &w if the data collecte
from clinical studies or clinical experience indiegositive results, each physician’s actual exgmee with our MGuard stent will vary. Clinicalats conducted with the
MGuard Coronary stent have involved proceduresoperéd by physicians who are technically proficiend are high-volume stent users. Consequentli, sfairt-term
and long-term results reported in these clinidalgrmay be significantly more favorable than tgpiesults of practicing physicians, which couldjaévely affect rates of
adoptions of our products. We also believe thalipbed per-reviewed journal articles and recomraéinds and support by influential physicians regageour MGuard
Coronary stent will be important for market acceptaand adoption, and we cannot assure you thatilwveceive these recommendations and suppothatrsupportive
articles will be published.

In addition, currently, physicians consider drugtielg stents to be the industry standard for treatnof coronary artery disease. While we beliéna the
MGuard Coronary stent is a safe and effective rétigve, it is not a drug-eluting stent, which maythier hinder its support and adoption by physiian

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

Because our products are new and long-term succeasures have not been completely validated, regylagencies, including the U.S. Food and Drug
Administration, may take a significant amount ofi¢i in evaluating product approval applicationsr &ample, there are currently several methodsezsuring restenos
and we do not know which of these metrics, or coration of these metrics, will be considered appeadeby the U.S. Food and Drug Administration fealeating the
clinical efficacy of stents. Treatments may exhibfavorable measure using one of these metrid@anunfavorable measure using another metric. chiayge in the
accepted metrics may result in reconfiguratioraafj delays in, our clinical trials. Additionallwe have only limited experience in filing and proséng the applications
necessary to gain regulatory approvals, and oniceli, regulatory and quality assurance personmetarrently composed of only 9 employees. Assaltewe may
experience delays in connection with obtaining teiguy approvals for our products.

In addition, the products we and any potentialiszes license, develop, manufacture and marksuaject to complex regulatory requirements, paldityin
the U.S., Europe and Asia, which can be costlytané-consuming. There can be no assurance thhtappurovals will be granted on a timely basist @l& Furthermore,
there can be no assurance of continued compliaithealhregulatory requirements necessary for tlamufiacture, marketing and sale of the products Weffer in each
market where such products are expected to be@oltat products we have commercialized will comé to comply with applicable regulatory requireiserif a
government regulatory agency were to concludewieatvere not in compliance with applicable lawsegulations, the agency could institute proceediogtetain or seiz
our products, issue a recall, impose operatingicésns, enjoin future violations and assess @witl criminal penalties against us, our officersmployees and could
recommend criminal prosecution. Furthermore, ragpus may proceed to ban, or request the recphimareplacement or refund of the cost of, anyiceemanufactured «
sold by us. Furthermore, there can be no assuthatell necessary regulatory approvals will beaoted for the manufacture, marketing and saleninmarket of any
new product developed or that any potential licens# develop using our licensed technology.
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Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply viitongoing regulatory requirements, or if we expemige
unanticipated problems with our products, these gusts could be subject to restrictions or withdravileom the market.

Any product for which we obtain marketing approwethe U.S., along with the manufacturing procespest-approval clinical data and promotional atiés for
such product, will be subject to continual revievd geriodic inspections by the U.S. Food and Drdgnhistration and other regulatory bodies. Inipatar, we and our
suppliers will be required to comply with the UF&od and Drug Administration’s Quality System Regjion for the manufacture of our MGuard stent, Whiovers the
methods and documentation of the design, testimglyztion, control, quality assurance, labeling;ka@ing, storage and shipping of any product foictvlve obtain
marketing approval in the U.S. The U.S. Food anggDAdministration enforces the Quality System Ratyon through unannounced inspections. We andhorg-party
manufacturers and suppliers have not yet beenctepdy the U.S. Food and Drug Administration aritiivave to successfully complete such inspectioafore we
receive U.S. regulatory approval for our produdigilure by us or one of our suppliers to complthvgtatutes and regulations administered by the Eb8d and Drug
Administration and other regulatory bodies, orfeglto take adequate response to any observationls] result in, among other things, any of théofeing enforcement
actions:

« warning letters or untitled letters;

« fines and civil penalties;

« unanticipated expenditures;

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

« withdrawal or suspension of approval by the U.Sd~and Drug Administration or other regulatory lesi

o product recall or seizure;

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

« interruption of production;

« operating restrictions;

« injunctions; and

« criminal prosecution.

If any of these actions were to occur, it couldnhaur reputation and could cause our product saldrofitability to suffer. Furthermore, key cooment
suppliers may not currently be or may not contitiube in compliance with applicable regulatory riegments.

Even if regulatory approval of a product is graritethe U.S., the approval may be subject to litiites on the indicated uses for which the produay e
marketed. If the U.S. Food and Drug Administratitatermines that our promotional materials, trajron other activities constitutes promotion of amapproved use, it
could request that we cease or modify our traimingromotional materials or subject us to regulamforcement actions. It is also possible thaeofederal, state or
foreign enforcement authorities might take actfathey consider our training or other promotionaterials to constitute promotion of an unapprovee, which could
result in significant fines or penalties under otstatutory authorities, such as laws prohibitiagé claims for reimbursement.
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Moreover, any modification to a device that hagieed U.S. Food and Drug Administration approvak ttould significantly affect its safety or effaehess, or
that would constitute a major change in its intehdse, design or manufacture, requires a new appfimm the U.S. Food and Drug Administration.thé U.S. Food and
Drug Administration disagrees with any determinatiry us that new approval is not required, we mayeguired to cease marketing or to recall the fremtiproduct until
approval is obtained. In addition, we could alsshbject to significant regulatory fines or peealt

Additionally, we may be required to conduct cogthstmarket testing and surveillance to monitor thetyade efficacy of our products, and we will be reégd to
report adverse events and malfunctions relatedit@mducts. Later discovery of previously unkngewoblems with our products, including unanticigbselverse events
or adverse events of unanticipated severity oneegy, manufacturing problems, or failure to compith regulatory requirements, such as Quality &ysRegulation,
may result in restrictions on such products or nf@cturing processes, withdrawal of the productenftbe market, voluntary or mandatory recalls, firespension of
regulatory approvals, product seizures, injunctionghe imposition of civil or criminal penalties.

Further, healthcare laws and regulations may chaiggeficantly in the future. Any new healthcassvk or regulations may adversely affect our businds
review of our business by courts or regulatory arities may result in a determination that couldeadely affect our operations. In addition, theltreare regulatory
environment may change in a way that restrictsoparations.

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

We intend to market our products in internationafkets. In order to market our products in otloeeifyn jurisdictions, we must obtain separate ratguy
approvals from those obtained in the U.S. and Eardfhe approval procedure varies among countridsan involve additional testing, and the timeuregg to obtain
approval may differ from that required to obtain @&rk or U.S. Food and Drug Administration approvBbreign regulatory approval processes may irchltof the
risks associated with obtaining CE Mark or U.S. daad Drug Administration approval in addition ther risks. We may not obtain foreign regulatopprvals on a
timely basis, if at all. CE Mark does not ensyppraval by regulatory authorities in other courgri&Ve may not be able to file for regulatory appite and may not
receive necessary approvals to commercialize mdyats in certain markets.

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

The medical device market is highly competitivee Wmpete with many medical service companiesdarifs. and internationally in connection with ourrent
product and products under development. We faogettion from numerous pharmaceutical and biotetdgy companies in the therapeutics area, as wealbenpetitiol
from academic institutions, government agenciesrasélarch institutions. When we commercializegyaducts, we expect to face intense competitiomf@oprdis
Corporation, a subsidiary of Johnson & Johnsont@oScientific Corporation, Guidant, Medtronic, In&bbott Vascular Devices, Terumo and others. t\bsur currer
and potential competitors, including but not lindit® those listed above, have, and will continukawe, substantially greater financial, technolagjicesearch and
development, regulatory and clinical, manufacturimgrketing and sales, distribution and persoresurces than we do. There can be no assurariceehvll have
sufficient resources to successfully commerciadi@eproducts, if and when they are approved fag.sdhe worldwide market for stent products is abterized by
intensive development efforts and rapidly advant¢eanology. Our future success will depend largglon our ability to anticipate and keep pace \hthse
developments and advances. Current or future ctitmgecould develop alternative technologies, pieid or materials that are more effective, easieise or more
economical than what we or any potential licensaeetbp. If our technologies or products becomelglbs or uncompetitive, our related product sateslecensing
revenue would decrease. This would have a matatiadrse effect on our business, financial comdliéind results of operations.
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We may become subject to claims by much larger batter capitalized competitors seeking to invaliglaur right to our intellectual property.

Based on the prolific litigation that has occuriedhe stent industry and the fact that we may posempetitive threat to some large and well-céipéd
companies that own or control patents relatingeats and their use, manufacture and delivery, eliee that it is possible that one or more thiadties will assert a
patent infringement claim against the manufactuse, or sale of our MGuard stent based on one oe ofdhese patents. It is also possible that au#vasserting patent
infringement and related claims may have alread@nbited against us of which we are not aware.ufber of these patents are owned by very largenatiecapitalized
companies that are active participants in the stemket. As the number of competitors in the steatket grows, the possibility of patent infringerhby us, or a patent
infringement claim against us, increases.

These companies have maintained their positiohdémiarket by, among other things, establishindlé@ttial property rights relating to their produatsd
enforcing these rights aggressively against thainpetitors and new entrants into the market. Athe major companies in the stent and related atgskncluding Boston
Scientific Corporation, Johnson & Johnson and Madt, Inc., have been repeatedly involved in pdiégation relating to stents since at least 199he stent and relat
markets have experienced rapid technological chandebsolescence in the past, and our compeligwes strong incentives to stop or delay the intetida of new
products and technologies. We may pose a compettireat to many of the companies in the stentraladed markets. Accordingly, many of these comgmwill have a
strong incentive to take steps, through patemditon or otherwise, to prevent us from commerziadj our products.

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

We depend on outside suppliers for certain raw ri@se These raw materials or components may mays be available at our standards or on acceptahins,
if at all, and we may be unable to locate altemeasiuppliers or produce necessary materials or caers on our own.

Some of the components of our products are cuyr@ntivided by only one vendor, or a single-sourgeptier. We depend on QualiMed Innovative
Medizinprodukte GmbH, which manufactures the bofithe stent, MeKo Laserstrahl-Materialbearbeitumgthe laser cutting of the stent, Natec Medical. for the
supply of catheters and Biogeneral Inc. for therfitWe may have difficulty obtaining similar commits from other suppliers that are acceptableddtl$. Food and
Drug Administration or foreign regulatory authoegiif it becomes necessary.

If we have to switch to a replacement supplierwileface additional regulatory delays and the iniption of the manufacture and delivery of our M@l stent
for an extended period of time, which would delaynpletion of our clinical trials or commercializai of our products. In addition, we will be regdrto obtain prior
regulatory approval from the U.S. Food and Drug Adstration or foreign regulatory authorities teeudifferent suppliers or components that may naissafe or as
effective. As a result, regulatory approval of pupducts may not be received on a timely basat ail.

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 producteriperating our licensed technology, in clinicadtsi We
may also be exposed to product liability claimseobgn the sale of any such products following #eeipt of regulatory approval. Product liabilitgions could be
asserted directly by consumers, health-care prowioleothers. We have obtained product liabilityurance coverage; however such insurance mayawtip full
coverage for our future clinical trials, produaisbie sold, and other aspects of our business. I8téhave liability insurance for an ongoing cliditaal in
Europe. Insurance coverage is becoming increasegiensive and we may not be able to maintaireoticoverages, or expand our insurance coverageltale future
clinical trials or the sale of products incorpongtour licensed technology if marketing approvaibsained for such products, at a reasonable castsufficient amounts
to protect against losses due to product liabditwt all. A successful product liability claim series of claims brought against us could resylidgments, fines, damages
and liabilities that could have a material adve®ect on our business, financial condition andiltesof operations. We may incur significant exgemvestigating and
defending these claims, even if they do not readltbility. Moreover, even if no judgments, fsyledamages or liabilities are imposed on us, quutegion could suffer,
which could have a material adverse effect on osirtess, financial condition and results of opersti
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We may implement a product recall or voluntary matikwithdrawal due to product defects or product emttements and modifications, which would significéy
increase our costs.

The manufacturing and marketing of our MGuard speatlucts involves an inherent risk that our prasliay prove to be defective. In that event, we may
voluntarily implement a recall or market withdravealmay be required to do so by a regulatory aitthok recall of one of our products, or a simifgoduct manufacture
by another manufacturer, could impair sales ofofeelucts we market as a result of confusion cornegrie scope of the recall or as a result of gmage to our
reputation for quality and safety.

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

We depend on the expertise of our senior manageamehtesearch personnel, which would be diffiaulteplace. The loss of the services of any ofsemior
management could compromise our ability to ach@mweobjectives. Furthermore, recruiting and retajrqualified personnel will be crucial to futunecsess. There can
be no assurance that we will be able to attractratain necessary personnel on acceptable terras ¢fe competition among medical device, bioteahmgl
pharmaceutical and healthcare companies, univessitid non-profit research institutions for experéa management, scientists, researchers, salesakdting and
manufacturing personnel. If we are unable to efitr@tain and motivate our key personnel, our afp@ns may be jeopardized and our results of ojpgramay be
materially and adversely affected.

We are an international business, and we are exgbtevarious global and local risks that could hasematerial adverse effect on our financial conditi and
results of operations.

We operate globally and develop and manufacturdymts in our research and manufacturing facilitlesiultiple countries. Consequently, we face carpéga
and regulatory requirements in multiple jurisdioBpwhich may expose us to certain financial ahérmtisks. International sales and operationsabgect to a variety of
risks, including:

« foreign currency exchange rate fluctuations;

« greater difficulty in staffing and managing foreigperations;

« greater risk of uncollectible accounts;

« longer collection cycles;

« logistical and communications challenges;

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

« changes in labor conditions;

« burdens and costs of compliance with a varietyoéifn laws;

« political and economic instability;

« increases in duties and taxation;

. foreign tax laws and potential increased costsaatem with overlapping tax structures;

« greater difficulty in protecting intellectual prapg and

« general economic and political conditions in thieseign markets.
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International markets are also affected by econqréssure to contain reimbursement levels andhezak costs. Profitability from international optgsns may
be limited by risks and uncertainties related gigeal economic conditions, regulatory and reimborent approvals, competing products, infrastruatieseelopment,
intellectual property rights protection and ourliéto implement our overall business strategye #pect these risks will increase as we pursustoategy to expand
operations into new geographic markets. We mayunoteed in developing and implementing effectivkcies and strategies in each location where welaot
business. Any failure to do so may harm our bussineesults of operations and financial condition.

If we fail to obtain an adequate level of reimbursent for our products by third party payors, theneay be no commercially viable markets for our pradu
candidates or the markets may be much smaller tleespected.

The availability and levels of reimbursement by gmmental and other third party payors affect tlaeket for our product candidates. The efficacfetya
performance and cost-effectiveness of our prodaistiiclates and of any competing products will deteenthe availability and level of reimbursementeirRbursement
and healthcare payment systems in internationatetawrary significantly by country, and include fbbgbvernment sponsored healthcare and privateansar To obtain
reimbursement or pricing approval in some countrmesmay be required to produce clinical data, Wiy involve one or more clinical trials, that quares the cost-
effectiveness of our products to other availabéahies. We may not obtain international reimbwesgt or pricing approvals in a timely manner, it Our failure to
receive international reimbursement or pricing appfs would negatively impact market acceptanceuofproducts in the international markets in whiohise approvals
are sought.

We believe that future reimbursement may be sultgeicicreased restrictions both in the U.S. anidternational markets. There is increasing presbyre
governments worldwide to contain health care cogtimiting both the coverage and the level of reimsement for therapeutic products and by refusimgome cases, to
provide any coverage for products that have noh la@proved by the relevant regulatory agency. fédgegislation, regulation or reimbursement pobaié third party
payors may adversely affect the demand for ourymrtsdcurrently under development and limit ourigbtb sell our product candidates on a profitdidsis. In addition,
third party payors continually attempt to contairreduce the costs of healthcare by challengingtloes charged for healthcare products and sexvifeeimbursement
for our products is unavailable or limited in sca@peamount or if pricing is set at unsatisfactaydls, market acceptance of our products wouldripaired and future
revenues, if any, would be adversely affected.

In the U.S., our business could be significantly dadversely affected by recent healthcare reformisdtation and other administration and legislatiyeroposals.

The Patient Protection and Affordable Care Act Hidlth Care and Educational Reconciliation Actie U.S. were enacted into law in March 2010. Certai
provisions of these acts will not be effective donumber of years and there are many programsegpitements for which the details have not yet baky established ¢
consequences not fully understood, and it is uneldat the full impacts will be from the legislatio The legislation does levy a 2.3% excise tarlbb.S. medical devic
sales beginning in 2013. If we commence sales oMfuard Coronary stent in the U.S., this new taymaterially and adversely affect our businessraadits of
operations. The legislation also focuses on a murabMedicare provisions aimed at improving quyadihd decreasing costs. It is uncertain at thistpehat negative
unintended consequences these provisions will bay@atient access to new technologies. The Megliganvisions include value-based payment programssased
funding of comparative effectiveness research,gedinospital payments for avoidable readmissiodshaspital acquired conditions, and pilot programevaluate
alternative payment methodologies that promote cacedination (such as bundled physician and halsp&yments). Additionally, the provisions inclualeeduction in
the annual rate of inflation for hospitals startin@011 and the establishment of an independegmhpat advisory board to recommend ways of reduttiegate of growth
in Medicare spending. We cannot predict what healte programs and regulations will be ultimateiplemented at the federal or state level in the,bShe effect of
any future legislation or regulation. However, amanges that lower reimbursements for our productsduce medical procedure volumes could adweedéct our
business plan to introduce our products in the U.S.
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Our strategic business plan may not produce theeimded growth in revenue and operating income.

Our strategies include making significant investtaeén sales and marketing programs to achieve tevgnowth and margin improvement targets. If waexdb
achieve the expected benefits from these invessramitherwise fail to execute on our strategitidtives, we may not achieve the growth improvenveatare targeting
and our results of operations may be adverselyizie

In addition, as part of our strategy for growth, mvay make acquisitions and enter into strategiarales such as joint ventures and joint development
agreements. However, we may not be able to idestiitable acquisition candidates, complete actjoiis or integrate acquisitions successfully, andstrategic alliance
may not prove to be successful. In this regargusitions involve numerous risks, including difflies in the integration of the operations, tedbgies, services and
products of the acquired companies and the diveigionanagement’s attention from other business@wrs. Although our management will endeavor &leate the
risks inherent in any particular transaction, theae be no assurance that we will properly aseedthsuch risks. In addition, acquisitions cotddult in the incurrence of
substantial additional indebtedness and other esqzeor in potentially dilutive issuances of eqsitgurities. There can be no assurance that diféstencountered with
acquisitions will not have a material adverse dftecour business, financial condition and resoltsperations.

We may have violated Israeli securities law.

We may have violated section 15 of the Israeli 8tea Law of 1968. Section 15 of the Israeli S#@s Law of 1968 requires the filing of a prospecwith the
Israel Securities Authority and the delivery théreopurchasers in connection with an offer or sdleecurities to more than 35 parties during ahynbnth period. We
allegedly issued securities to more than 35 invegtaring certain 12-month periods, ending in Oetd®008. Our wholly-owned subsidiary, InspireMRiLta private
company incorporated under the laws of the Statsratl, applied for a naetion determination from the Israel Security Auttyoon February 14, 2011 in connection w
the foregoing. To date, the Israel Securities Atitia has not responded to InspireMD Ltd.'s appiima for no-action determination and we are unablpredict when a
response will be received. The maximum penalteviblating section 15 of the Israeli SecuritiesnLof 1968 are as follows: imprisonment of 5 yearBne of up to
approximately $317,000 to be paid by managemetiteotiolating company; and a fine of up to appraadety $1,590,000 to be paid by the violating conypamy of
which penalties could result in a material advexfect on our operations. We believe that it islit@ly that we will be subject to fines or otherralties on an individual
or company level.

Following the completion of this offering, we witieed to raise additional capital to meet our busisaequirements in the future and such capital rsig may be
costly or difficult to obtain and could dilute st&bolders’ ownership interests.

In order to fully realize all of our business oltjees, we will need to raise additional capitaldaling the completion of this offering, which magtrbe available
on reasonable terms or at all. For instance, Weneed to raise additional funds to accomplisa fibllowing:

« developing MGuard Carotid, MGuard Peripheral, M@u@pbronary with a drug eluting bio-absorbable mestt any additional products;
e pursuing growth opportunities, including more rapipansion;
« acquiring complementary businesses;

« making capital improvements to improve our infrasture;

20




« hiring qualified management and key employees;

« developing new services, programming or products;

« responding to competitive pressures;

« complying with regulatory requirements such asrgirg and registration; and

« maintaining compliance with applicable laws.

Any additional capital raised through the saleafiy or equity backed securities may dilute stagilers’ ownership percentages and could also resalt
decrease in the market value of our equity seestiti

The terms of any securities issued by us in futaygtal transactions may be more favorable to mmestors, and may include preferences, superianyoights
and the issuance of warrants or other derivaticaritées, which may have a further dilutive effectthe holders of any of our securities then ontiitey.

Furthermore, any additional debt or equity finagdinat we may need may not be available on terrmédble to us, or at all. If we are unable to obsch
additional financing on a timely basis, we may htveurtail our development activities and growtlins and/or be forced to sell assets, perhaps fawvarable terms,
which would have a material adverse effect on ausirkess, financial condition and results of operej and ultimately could be forced to discontinueoperations and
liquidate, in which event it is unlikely that stdulders would receive any distribution on theirrelsa Further, we may not be able to continue ajmgr# we do not
generate sufficient revenues from operations netasthy in business.

In addition, we may incur substantial costs in ping future capital financing, including investméginking fees, legal fees, accounting fees, seesitaw
compliance fees, printing and distribution expereses$ other costs. We may also be required to rezegion-cash expenses in connection with certorties we issue,
such as convertible notes and warrants, which magraely impact our financial condition.

Risks Related to Operating in Israel

We anticipate being subject to fluctuations in cemcy exchange rates because we expect a substgrdision of our revenues will be generated in Euraad U.S.
dollars, while a significant portion of our expensewill be incurred in New Israeli Shekels.

We expect a substantial portion of our revenuekheilgenerated in U.S. dollars and Euros, whilgaificant portion of our expenses, principallya#s and
related personnel expenses, is paid in New Is@lkels, or NIS. As a result, we are exposed toiskehat the rate of inflation in Israel will exed the rate of devaluati
of the NIS in relation to the Euro or the U.S. dallor that the timing of this devaluation will laghind inflation in Israel. Because inflation lilas effect of increasing the
dollar and Euro costs of our operations, it wotlerefore have an adverse effect on our dollar-nredsesults of operations. The value of the NI%ijregf the Euro, the
U.S. dollar, and other currencies may fluctuate iaraffected by, among other things, changes ael® political and economic conditions. Any sigeceint revaluation of
the NIS may materially and adversely affect ouhdéswns, revenues and financial condition. Flucimrad in the NIS exchange rate, or even the appearaiinstability in
such exchange rate, could adversely affect ouityabil operate our business.
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If there are significant shifts in the political, @nomic and military conditions in Israel and itsaighbors, it could have a material adverse effentaur busines:s
relationships and profitability.

Our principal executive offices and our key perssrare located in Israel. Our business is direafigcted by the political, economic and militarynddions in
Israel and its neighbors. Since the establishnietfiteoState of Israel in 1948, a number of armadflimts have occurred between Israel and its Araigimbors. A state of
hostility, varying in degree and intensity, hasseisecurity and economic problems in Israel. Altfiolsrael has entered into peace treaties witlpEgyd Jordan, and
various agreements with the Palestinian Authotitgre has been a marked increase in violence,wivést and hostility, including armed clasheswien the State of
Israel and the Palestinians, since September 20@0establishment in 2006 of a government in theaGatrip by representatives of the Hamas militaoug has created
heightened unrest and uncertainty in the regiomith2006, Israel engaged in an armed conflict witizbollah, a Shiite Islamist militia group based.ebanon, and in
June 2007, there was an escalation in violendegrGaza Strip. From December 2008 through Jan@09,2srael engaged in an armed conflict with Hgmésch
involved missile strikes against civilian targets/arious parts of Israel and negatively affectasitess conditions in Israel. Recent political sipds and social unrest in
various countries in the Middle East and north édrare affecting the political stability of thosmuatries. This instability may lead to deterioratwf the political
relationships that exist between Israel and thesatcies, and have raised new concerns regardgisein the region and the potential for armedftiot. Similar civil
unrest and political turbulence is currently ongpoim many countries in the region. The continuelitipal instability and hostilities between Israeld its neighbors and
any future armed conflict, terrorist activity orljical instability in the region could adverselffect our operations in Israel and adversely affeetmarket price of our
shares of common stock. In addition, several camtestrict doing business with Israel and Isre@thpanies have been and are today subjected nomio boycotts. Th
interruption or curtailment of trade between Israad its present trading partners could adverdéyteour business, financial condition and resaftsperations.

Our operations could be disrupted as a result oétbbligation of certain of our personnel residing israel to perform military service.

Many of our executive officers and key employeesde in Israel and may be required to perform ahmilgary reserve duty. Currently, all male adcitizens
and permanent residents of Israel under the adgé (dr older, depending on military rank), unlessrept, are obligated to perform up to an average8db 28 days of
military reserve duty annually and are subjectemg called to active duty at any time under emeegeircumstances. Our operations could be disdupyethe absence
for a significant period of one or more of our ofis or key employees due to military service. 8angh disruption could have a material adverse effeour business,
results of operations, prospectus and financiatlitimm.

We may not be able to enforce covenants not-to-ceteunder current Israeli law.

We have non-competition agreements with all ofemployees, all of which are governed by Israeli.[&hese agreements generally prohibit our emplofrees
competing with us or working for our competitors éoperiod of five years following termination deir employment. However, Israeli courts are relntto enforce non-
compete undertakings of former employees and iéatall, to enforce those provisions for relativbrief periods of time in restricted geographiaatas and only when
the employee has unique value specific to that eyepls business and not just regarding the pradessidevelopment of the employee. Any such inghbiibtenforce non-
compete covenants may cause us to lose any coimpetitvantage resulting from advantages providadtoy such confidential information.
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It may be difficult for investors in the U.S. to éorce any judgments obtained against us or any af directors or officers.

All of our assets are located outside the U.S.vaadlo not currently maintain a permanent placeusfriess within the U.S. In addition, three of oectors and
all of our officers are nationals and/or residesftsountries other than the U.S., and all or a sutigl portion of such persons’ assets are locatgside the U.S. As a
result, it may be difficult for investors to enferwithin the U.S. any judgments obtained againsiriay of our non-U.S. directors or officers, irdihg judgments
predicated upon the civil liability provisions dfet securities laws of the U.S. or any state thersdditionally, it may be difficult to assert U.Securities law claims in
actions originally instituted outside of the Unit8thtes. Israeli courts may refuse to hear a &@&urgies law claim because Israeli courts maybeothe most appropriate
forums in which to bring such a claim. Even if anakeli court agrees to hear a claim, it may deteerttiat the Israeli law, and not U.S. law, is aggdlie to the claim.
Further, if U.S. law is found to be applicable,tagr content of applicable U.S. law must be proasa fact, which can be a time-consuming and cpstigess, and certain
matters of procedure would still be governed bylsnaeli law. Consequently, you may be effectivelgvented from pursuing remedies under U.S. federdlistate
securities laws against us or any of our non-Uirgctbrs or officers.

Risks Related to Our Organization, Our Common Stockand This Offering
Purchasers in this offering will experience immedéand substantial dilution in the book value ofelr investment.

The public offering price of our common stock vii# substantially higher than the net tangible baalke per share of our common stock immediateklrafiis
offering. Therefore, if you purchase our commorekta this offering, you will incur an immediatelation of $  (or %) in net tangible booélwe per share from the
price you paid, based on an assumed public offgiiag of $  per share (which is not adjustarttiie anticipated one-for-  reverse stock gflour common stock
that is expected to occur the day immediately foiliy the effectiveness of the registration statenoémhich this prospectus is a partthe midpoint of the range set forth
on the cover page of this prospectus. The exeofisatstanding warrants and options may resuluither dilution of your investment, but only if theblic offering price
is greater than the per share exercise price &f wacrants and options. In addition, if we raisedsi by issuing additional shares or convertibleigges in the future, the
newly issued shares may further dilute your owniprstierest.

We may apply the proceeds of this offering to utfest ultimately do not improve our operating resslor increase the value of your investment.

We intend to use the net proceeds of this offetingupport the worldwide commercialization of MGdiar acute myocardial infarction and pursue FDArapgl
in the U.S., to redeem our convertible debentunekfar general corporate purposes. Depending oerakfactors, including the availability of alteteaources of capital
and the possibility that the execution or timingoaf business plans may change, management malyasgeproceeds in a manner different than originatended. These
proceeds could be applied in ways that do not ingur operating results or otherwise increasevéifige of your investment.
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We are subject to financial reporting and other neigements that place significant demands on our oesces.

On March 31, 2011, we became subject to reportimgadher obligations under the Securities Exchakggeof 1934, as amended, including the requiremehts
Section 404 of the Sarbanes-Oxley Act of 2002.i8ee04 requires us to conduct an annual manageassessment of the effectiveness of our internarals over
financial reporting and to obtain a report by awdependent auditors addressing these assessmieesg fEporting and other obligations place sigaificlemands on our
management, administrative, operational, interodltaand accounting resources. Any failure to nemeffective internal controls could have a maleadverse effect on
our business, operating results and stock priceeber, effective internal control is necessaryusito provide reliable financial reports and prevfeaud. If we cannot
provide reliable financial reports or prevent fraug may not be able to manage our business atieffly as we would if an effective control enviroant existed, and o
business and reputation with investors may be hdrme

There are inherent limitations in all control systes, and misstatements due to error or fraud mayurcand not be detected.

The ongoing internal control provisions of Sect#f of the Sarbanes-Oxley Act of 2002 require udéatify of material weaknesses in internal cohorcer
financial reporting, which is a process to providasonable assurance regarding the reliabilitynaftial reporting for external purposes in accoogawith accounting
principles generally accepted in the U.S. Our manamnt, including our chief executive officer ande¢tiinancial officer, does not expect that oueimal controls and
disclosure controls will prevent all errors andfedud. A control system, no matter how well comeeiand operated, can provide only reasonableabissilute, assurance
that the objectives of the control system are ineaddition, the design of a control system muBiece the fact that there are resource constraintsthe benefit of controls
must be relative to their costs. Because of therigtt limitations in all control systems, no evéia of controls can provide absolute assuranceataontrol issues and
instances of fraud, if any, in our company haventietected. These inherent limitations includeréadities that judgments in decision-making carfidodty and that
breakdowns can occur because of simple errors stek@s. Further, controls can be circumvented diyitual acts of some persons, by collusion of twanore persons,
or by management override of the controls. Thegifesf any system of controls is also based in paon certain assumptions about the likelihood tfrieievents, and
there can be no assurance that any design wilesdcin achieving its stated goals under all paaéftture conditions. Over time, a control may badequate because of
changes in conditions, such as growth of the compamcreased transaction volume, or the degremwipliance with the policies or procedures magudetate. Becaus
of inherent limitations in a cost-effective contsyistem, misstatements due to error or fraud mayrand not be detected.

In addition, discovery and disclosure of a matesiahkness, by definition, could have a materiakasky impact on our financial statements. Such aaroence
could discourage certain customers or suppliers floing business with us, cause downgrades inuturef debt ratings leading to higher borrowing s@std affect how
our stock trades. This could in turn negativelyeeffour ability to access public debt or equity kegs for capital.

Our stock price has been and may continue to beatitd, which could result in substantial losses fovestors.

The market price of our common stock has been sitikldly to continue to be highly volatile and cddluctuate widely in response to various factanany of
which are beyond our control, including the followyi

« technological innovations or new products and sesvby us or our competitors;

« additions or departures of key personnel;

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

« our ability to execute our business plan;

« operating results that fall below expectations;

« loss of any strategic relationship;
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e industry developments;
« economic and other external factors; and
« period-to-period fluctuations in our financial résu

In addition, the securities markets have from ttméme experienced significant price and volumetiations that are unrelated to the operatingopeidnce of
particular companies. These market fluctuations alsg significantly affect the market price of @@mmon stock.

There has been a limited market for our common ft@nd we cannot ensure investors that an active ksdrfor our common stock will be sustained.

There has been limited trading in our common stoak there can be no assurance that an activegratirket in our common stock will be maintainedelo
the illiquidity, the market price may not accurgtegflect our relative value. If our common staskhinly traded, a large block of shares tradedlead to a dramatic
fluctuation in the share price and investors maybmoable to liquidate their investment in us hbaht a price that reflects the value of the bass.

In addition, our common stock currently tradestoe ® TC Bulletin Board, which generally lacks thguldity, research coverage and institutional ingest
following of a national securities exchange like thYSE MKT, the New York Stock Exchange or the Nap@apital Market. While we have applied to list oammon
stock on the Nasdaq Capital Market, there can bessarance that trading of our common stock on matket will be sustained or desirable.

Delaware law and our corporate charter and bylawantain anti-takeover provisions that could delay discourage takeover attempts that stockholders may
consider favorable.

Our board of directors is authorized to issue shafgreferred stock in one or more series andtthé voting powers, preferences and other rights limitations
of the preferred stock. Accordingly, we may isshares of preferred stock with a preference ovecommon stock with respect to dividends or disttiitns on
liquidation or dissolution, or that may otherwisbvarsely affect the voting or other rights of thmders of common stock. Issuances of preferreckstepending upon tl
rights, preferences and designations of the pedestock, may have the effect of delaying, detgranpreventing a change of control, even if the@nge of control might
benefit our stockholders.

Offers or availability for sale of a substantial mber of shares of our common stock may cause thiegoof 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 and make it more difficor
us to raise funds through future offerings of comrstock. As of September 21, 2012, there were B3982 shares of our common stock issuable upondheersion of
our outstanding convertible debentures and theceseeof our outstanding warrants, all of which ewerently registered for resale. In addition, there 68,390,169 shares
of our common stock currently saleable under Rdle The availability of these shares of our comrsimek for resale in the public market has the p@ieto cause the
supply of our common stock to exceed investor deimtiereby decreasing the price of our common stock

In addition, the fact that our stockholders, wattsolders and debenture holders can sell subatamiounts of our common stock in the public mankgiether
or not sales have occurred or are occurring, codlde it more difficult for us to raise additionaldncing through the sale of equity or equityated securities in the futt
at a time and price that we deem reasonable oppppte.
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We do not expect to pay dividends in the future.a\esult, any return on investment may be limitedthe value of our common stock.

We do not anticipate paying cash dividends on ounroon stock in the foreseeable future. The paymedividends on our common stock will depend on our
earnings, financial condition and other businessemonomic factors as our board of directors masicter relevant. If we do not pay dividends, ounamn stock may t
less valuable because a return on an investmenirinommon stock will only occur if our stock prigppreciates.

Risks Related to our Convertible Debentures

Our obligations to the holders of our convertibledentures are secured by all of our assets, soeifdefault on those obligations, the convertible éaebure holders
could foreclose on our assets.

The holders of our convertible debentures havecargg interest in all of our assets and thosewfsubsidiaries. As a result, if we default under abligations tc
the convertible debenture holders, the convertibleenture holders could foreclose on their securigrests and liquidate some or all of these assgtich would harm
our business, financial condition and results afrapions.

Our convertible debentures and the associated si®s purchase agreement contain covenants thatlddimit our financing options and liquidity posibn, which
would limit our ability to grow our business.

The terms of our convertible debentures could magative consequences to us, such as:

« we may be unable to obtain additional financinfuted working capital, operating losses, capitalengitures or acquisitions on terms acceptable tornat
all;

« we may be unable to refinance our indebtednessramstacceptable to us, or at all; and
« we may be more vulnerable to economic downturndiamtiour ability to withstand competitive presssr

Additionally, covenants in our convertible debeptiand the associated securities purchase agreenparse operating and financial restrictions onTiese
restrictions prohibit or limit our ability, and thedbility of our subsidiaries, to, among other tling

« pay cash dividends to our stockholders;

« redeem, repurchase or otherwise acquire more tid@mainimis number of shares of our common stoakoonmon stock equivalents;
« incur additional indebtedness;

« 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 to meet the continueihgjst
requirements of such exchan

« cease making public filings under the Securitiestaxge Act of 1934, as amended;

« engage in transactions with affiliates; and

« amend our charter documents in a way that woulénzédly and adversely affect any holder of our cenible debentures.

These restrictions may limit our ability to obtadditional financing, withstand downturns in ousimgss or take advantage of business opporturiifieseover,
additional debt financing we may seek may contaims that include more restrictive covenants, negyire repayment on an accelerated schedule oimpose other

obligations that limit our ability to grow our busiss, acquire needed assets, or take other asteonmsght otherwise consider appropriate or desirabl
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The conversion of our convertible debentures ane@ #xercise of the warrants issued to the purchasgreur convertible debentures would have a dilwiimpact
on our existing stockholders.

As of September 21, 2012, there were 6,934,623staercommon stock underlying our convertible délress and 3,655,775 shares of common stock undgrlyi
warrants that were issued to purchasers and platteagents in connection with the issuance of thevedible debentures, for a total of 10,587,466ahaf common
stock (not adjusted for the anticipated one-forreverse stock split of our common stock thaxgected to occur the day immediately following éfifectiveness of the
registration statement of which this prospectusgrt) . If and when issued, these additional  shafe®smmon stock will equal approximately — %oofr then
outstanding shares of common stock (assuming ttlgbffering is completed using the midpoint of gree range set forth on the cover page of thispectus), and
would immediately dilute our current stockholdergerms of ownership percentage and voting powee.t€rms of the convertible debentures and relatedants contain
provisions that restrict the amount of shares ddratan receive upon conversion or exercise to% 8Bthe then outstanding number of shares of oomoon stock.
However, these restrictions do not prevent thedrslérom selling some of their holdings and thereindng additional shares. In this way, the hold=rsld sell more than
these limits while never holding more than the {&nAs a result, even with the restrictions, thiglars of these convertible debentures and war@ntkl ultimately
convert and exercise, and then sell, the full arh@suable upon conversion and exercise of theenitme debentures and warrants, respectively hitlvcase our curre
stockholders would suffer the full amount of dituti

The holders of our convertible debentures mightdigle to exert substantial influence over us in theent that Sol J. Barer, Ph.D. ceases to remain cbairman.

Under the terms of the securities purchase agretgpoesuant to which our convertible debentures wgetd, if Sol J. Barer, Ph.D. ceases to serve astmirman
due to Dr. Barer’s resignation following a mategdlverse change to the condition of Dr. Barer grraember of Dr. Barer’s immediate family or theevatr written
consent of independent stockholders, we would feired to appoint two persons to our board of dmexcdesignated by Genesis Capital Advisors LLE,itlvestment
advisor to our lead investors in the convertiblbatgure offering, and support the election of suefsons until the convertible debentures are ertgaid or converted in
full. In addition, in the event that Dr. Barer ceaso serve as our chairman for any other reasde thie convertible debentures are outstandingoitld be an event of
default under the convertible debentures, whicHccoesult in the acceleration of our convertibldeetures at the election of the holders of 60%efdutstanding
principal of the convertible debentures, an amdhat Genesis Capital Advisors LLC presently costréls a result, Genesis Capital Advisors LLC, srai$signs, have the
potential to exert substantial influence over oanagement and governance in the event Dr. Bareeséa serve as our chairman and they may exdrtisfigence in a
manner that is not consistent with the best interesour common stockholders.

We may default upon our obligations under our comtible debentures.

The holders of our convertible debentures may requs to redeem our convertible debentures aftasl@®c 5, 2013 or upon the occurrence of an eveat of
default under our convertible debentures for 112%he@then outstanding principal amount, plus efiraed interest. In the event that we are requweddeem some or all
of our convertible debentures, we may not havedefft resources to do so and we may have to s#aika@nal debt or equity financing to cover the tsosf redeeming ot
convertible debentures. Any additional debt or gafimancing that we may need may not be availabléerms favorable to us, or at all. Because oligations under our
convertible debentures are secured by a secutéyeist in substantially all of our assets and prtgse if we cannot repay our obligations under camvertible debentures,
the holders of our convertible debentures may letaiens against, and ultimately may foreclose upmh take possession of, substantially all of ouetssand properties.
In such an event, the holders of our convertiblgedéures would have control of us.
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Risks Related to Our Intended Reverse Stock Split

There can be no assurance that we will be able teetrall of the requirements for listing our commatock on any national securities exchange or to mte
continued listing standards of any national secué$ exchange after a reverse stock split.

Each national securities exchange has numerousl iisting requirements applicable to the listioigour common stock and its continued listing tlaéter. We
cannot assure you that our common stock will begied for listing on the Nasdaq Capital Marketmy ather national securities exchange followingriheerse stock
split or that we will maintain compliance with afl the requirements for our common stock to rentiated. Moreover, there can be no assurance teantrket price of
our common stock after the reverse stock split adjust to reflect the decrease in common stoc&tanding or that the market price following a reeestock split will
either exceed or remain in excess of the curremketbarice.

If the reverse stock split is implemented, the rkiwy per-share price may not attract institutionahvestors, investment funds or brokers and may satisfy the
investing guidelines of these investors or brokeasd consequently, the trading liquidity of commatock may not improve.

While we believe that a higher share price may lyelperate investor and broker interest in our comstock, the reverse stock split may not resuét ghare
price that will attract institutional investorsiovestment funds or satisfy the investing guidedinéinstitutional investors, investment funds mkers. A decline in the
market price of our common stock after the revetsek split may result in a greater percentageimethan would occur in the absence of the revatisek split. If the
reverse stock split is implemented and the markeé f our common stock declines, the percentagéire may be greater than would occur in the ad¥sefthe reverse
stock split. The market price of our common stacklso based on our performance and other fastbish are unrelated to the number of shares of comstock
outstanding.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains “forward-looking stateragnwhich include information relating to futureemts, future financial performance, strategieseetqtions,
competitive environment and regulation. Words sastmay,” “should,” “could,” “would,” “predicts,” potential,” “continue,” “expects,” “anticipates,fdture,” “intends,”
“plans,” “believes,” “estimates,” and similar expstons, as well as statements in future tensetifgéorward-looking statements. Forward-lookingt&ments should not
be read as a guarantee of future performance oltsesd will probably not be accurate indicatiosvhen such performance or results will be achde¥®rward-looking
statements are based on information we have wltese tstatements are made or our management’s gitlothétief as of that time with respect to futukeets, and are
subject to risks and uncertainties that could cagseal performance or results to differ materifgm those expressed in or suggested by the forleaking
statements. Important factors that could causk differences include, but are not limited to:

our history of recurring losses and negative clshs from operating activities, significant futtsemmitments and the uncertainty regarding the aatggof
our liquidity to pursue our complete business divjes;

our ability to complete clinical trials as anticipd and obtain and maintain regulatory approval®iw products;
our ability to adequately protect our intellectpebperty;

our dependence on a single manufacturing facitity @ur ability to comply with stringent manufachgiquality standards and to increase production as
necessary

the risk that the data collected from our currerd planned clinical trials may not be sufficientdemonstrate that the MGuard technology is ancitve
alternative to other procedures and prodt

intense competition in our industry, with compeattbaving substantially greater financial, techgalal, research and development, regulatory amitel,
manufacturing, marketing and sales, distributioth personnel resources than we

entry of new competitors and products and poteteinological obsolescence of our products;
loss of a key customer or supplier;

technical problems with our research and produatisptential product liability claims;

adverse economic conditions;

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

price increases for supplies and components;

inability to carry out research, development anchicrcialization plans; and

loss or retirement of key executives and researigmssts.

You should review carefully the section entitledsiRFactors” beginning on page 11 of this prospefbu a discussion of these and other risks tHater¢o our
business and investing in shares of our commork sidee forward-looking statements contained in thisspectus are expressly qualified in their etytiby this
cautionary statement. We do not undertake any afitig to publicly update any forward-looking statsrhto reflect events or circumstances after the da which any
such statement is made or to reflect the occurrehueanticipated events.
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USE OF PROCEEDS

We estimate that the net proceeds from the saleecfhares of common stock we are offering wilapproximately $40 million. If the underwriters fukxercise
the overallotment option, the total net proceedhefshares we sell will be approximately $46 mili“Net proceeds” is what we expect to receivergiaying the
underwriting discount and other expenses of therifg.

We intend to use the net proceeds as follows:

We expect to use approximately $24.1 million topsupthe worldwide commercialization of MGuard Caaoy in acute myocardial infarction. This is
expected to include expanding our manufacturingodipy, building our sales and marketing capaaitympleting clinical trials and obtaining necessary
government approvals, including FDA approval in th8.

We expect to use approximately $13.1 million toem our convertible debentures due April 5, 20IHclwbear interest at an annual rate of 8% and leay
redeemed commencing October 5, 2012 for a pricaléqu.12% of the amount of principal to be rede@mples all accrued but unpaid interest and other
amounts due thereunder. The proceeds from the dilrieedebentures were used to support the comalezaiion of MGuard Coronary, including sales and
marketing efforts, our MASTER Trial and FDA triaidas working capita

Any balance of the net proceeds will be used foregal corporate purposes, including the developroffitture products.

Investors are cautioned, however, that expenditmasvary substantially from these estimates. ltoreswill be relying on the judgment of our managerty whe
will have broad discretion regarding the applicatid the proceeds of this offering. The amountstaméhg of our actual expenditures will depend upomerous factors,
including the amount of cash generated by our dgjpers the amount of competition and other openaiidactors. We may find it necessary or advisablese portions of
the proceeds from this offering for other purposes.

From time to time, we evaluate these and otheofa@nd we anticipate continuing to make such edilos to determine if the existing allocation e$ources,
including the proceeds of this offering, is bein@imized. Circumstances that may give rise to angkan the use of proceeds include:

a change in development plan or strategy;
the addition of new products or applications;
technical delays;

delays or difficulties with our clinical trials;
negative results from our clinical trials;
failure to achieve sales as anticipated; and

the availability of other sources of cash includaagh flow from operations and new bank debt fimenparrangements, if any.

Until we use the net proceeds of this offering,wiinvest the funds in short-term, investmentdgainterest-bearing securities.
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MARKET FOR OUR COMMON STOCK

Our common stock has been quoted on the OTC BulBatard since April 11, 2011 under the symbol NSIPRor to that date, there was no active markeoto
common stock. The following table sets forth tightand low bid prices for our common stock for gegiods indicated, as reported by the OTC BullBoard. The
quotations reflect inter-dealer prices, withoutilethark-up, mark-down or commission, and may epresent actual transactions. The quotations dradjasted for the
anticipated one-for-  reverse stock split of common stock that is expected to occur the dayadiately following the effectiveness of the regitibn statement of
which this prospectus is a part.

Fiscal Year Ending June 30, 201 High Low
First Quarter (through September 21, 2C $ 2.5C $ 0.9¢€
Transition Period Ended June 30, 201: High Low
First Quartel $ 2.1t $ 1.1¢C
Second Quarte $ 1.85 $ 0.6C
Fiscal Year Ended December 31, 201 High Low
Second Quarte $ 2.8¢ $ 1.7¢8
Third Quartel $ 2.74 $ 1.8C
Fourth Quarte $ 2.5¢ $ 1.6C

The last reported sales price of our common stocthe OTC Bulletin Board on September 21, 2012, $2a85 per share. As of September 21, 2012, there w
approximately 183 holders of record of our commimtls

We intend to effectuate a one-for-  reverseksgplit, in order to comply with the listing regeiments of the Nasdaq Capital Market that is exguetd occur the
day immediately following the effectiveness of tigistration statement of which this prospectwsigrt. Such reverse stock split would immediatetyease our stock
price. In addition, such reverse stock split waeduce the number of shares of common stock oulistg@nd may affect the liquidity of our commoncito

DIVIDEND POLICY

In the past, we have not declared or paid casldelinds on our common stock, and we do not intepéyoany cash dividends on our common stock. Rater,
intend to retain future earnings, if any, to fuhd bperation and expansion of our business angefoeral corporate purposes.
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CAPITALIZATION

The following table summarizes our cash and casivatgnts, certain other items from our historicahsolidated balance sheet, and capitalizatiorf dsre 30,
2012:

« on an actual basis; and

« onan unaudited as adjusted basis, giving effeatitaeceipt of the net proceeds from the salesbiyn this offering, after deducting estimated umdéing
discounts and commissions and estimated offeripgrses payable by us and the application of thproeteeds we will receive from this offering to eedh
the convertible debentures, as describe“Use of Proceed”

The table below does not give effect to the anditgd one-for-  reverse stock split of our comrstock that is expected to occur the day immelgiddiowing
the effectiveness of the registration statementtath this prospectus is a part.

June 30, 201

Actual As Adjusted

Cash and cash equivalents 10,284
Convertible loan 5,018
Deferred debt issuance costs 961
Equity (capital deficiency):
Common stock, par value $0.0001 per share; 125)00Ghares
authorized; 68,160,161 and shares isanddutstanding
at June 30, 2012, actual and as adjusted, respht 7
Additional paic-in capital 49,101
Accumulated deficit (43,722)

Total equity (capital deficiency) 5,386
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DILUTION

The discussion below does not give effect to theated one-for-  reverse stock split of cammon stock that is expected to occur the day idiately
following the effectiveness of the registrationtstaent of which this prospectus is a part.

Our net tangible book value on June 30, 2012 wasoxpmately $5.4 million, or $0.08 per share. “Natgible book value” is total assets minus the sfim
liabilities and intangible assets. “Net tangibl@bkwalue per share” is net tangible book valued#idi by the total number of shares outstanding.

After giving effect to adjustments relating to tigering, our pro forma net tangible book valueJame 30, 2012, would have been $ , or Per share. The
adjustments made to determine pro forma net tamdpbbk value per share are the following:

« Anincrease in total assets to reflect the netgeds of the offering as described under “Use ofé&ads.”
« The addition of the number of shares offered by ginospectus to the number of shares outstanding.

The following table illustrates the pro forma irese in net tangible book value of $ per share hediilution (the difference between the offeringemper share
and net tangible book value per share) to new toves

Public offering price per sha

Net tangible book value per share as of June 3

Increase in net tangible book value per sharebattible to the offerin

Pro forma net tangible book value per share asmé 30, 2012 after giving effect to the offer
Dilution per share to new investors in the offer

0.0¢

LR R

The following table shows the difference betweeisteng stockholders and new investors with respethie number of shares purchased from us, the tota
consideration paid and the average price paidipees

Shares Purchasec Total Consideration
Number Percent Amount Percent Average Price Per Shar
Existing stockholders % $ % $
New investors % $ % $
Total % $ % $

The foregoing tables and calculations are baseti@number of shares of our common stock outstgrasmof June 30, 2012 and exclude:

. 7,814,849 shares of common stock issuable upoexteise of currently outstanding warrants witteaarcise price of $1.80 per share;
« 2,550,000 shares of common stock issuable upoexteise of currently outstanding warrants witteaarcise price of $1.50 per share;
« 1,014,510 shares of common stock issuable upoexteise of currently outstanding warrants witteaarcise price of $1.23 per share;

« 6,812,975 shares of common stock issuable upooatmeersion of our senior secured convertible delrestdue April 5, 2014.
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o 13,451,717 shares of common stock issuable upoextreise of currently outstanding options withreise prices ranging from $0.001 to $2.60 and haei
weighted average exercise price of $1.03 per shad

« 5,331,867 shares of common stock available foréuissuance under our 2011 UMBRELLA Option Plan.
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SELECTED FINANCIAL INFORMATION AND OTHER DATA

The following selected consolidated financial dgttauld be read in conjunction with the consoliddiedncial statements and the related notes theredahe
section entitled “Management’s Discussion and Asialpf Financial Condition and Results of Operatfdncluded elsewhere in this prospectus. The lealaheet data at
June 30, 2012 and December 31, 2011 and 2010 argdatement of operations data for the six montdg@ June 30, 2012 and each of the three yearsl @wz=mber
31, 2011, 2010 and 2009 have been derived froraubéed consolidated financial statements for swgars, included in this prospectus. The balancetdata at
December 31, 2009 has been derived from auditesbdidated financial statements not included in ghizsspectus. The balance sheet data at Decemb20@8 ,and 2007,
and the statement of operations data for eachedftb years ended December 31, 2008 and 2007 Hesrederived from our books and records.

The discussion below does not give effect to theated one-for-  reverse stock split of cammon stock that is expected to occur the day idiately
following the effectiveness of the registrationtstaent of which this prospectus is a part.

Summary of Operations Data

Six Months Year Ended December 31
Ended June 30
2012 2011 2010 2009 2008 2007
(in thousands, except per share and percentage da
Revenue: $ 2,071 $ 6,00 $ 4,94¢ $ 3,411 - -
Cost of revenue $ 1,371 $ 3,011 $ 2,69¢ $ 2,291 $ 404 $ 32¢
Gross profit (loss $ 694 $ 2,99: $ 2,25 $ 1,12( $ 409 $ (32¢)
Gross margir 34% 50% 4€% 33% 0 0
Total operating expens $ 7,85: $ 16,72: $ 5,47: $ 3,831 $ 5,627 $ 5,90¢
Net loss $ (7,08) $ (14,66 $ (34200 $ 2,729  $ (6,49) % (6,13%)
Net loss per share - basic
and dilutec $ 010 $ 029 $ 0.07) $ (0.0 $ 019 % (0.14)
Weighted average numb
of ordinary shares used i
computing net loss per
share- basic and dilute: 68,176,88 61,439,70 49,234,52 47,658,85 46,364,73 42,647,15
Balance Sheet Data
June 30, December 31,
2012 2011 2010 2009 2008 2007
(in thousands)
Cash and cash equivaler  $ 10,28« $ 5,094 $ 63€ $ 37€ $ 1,571 $ 2,717
Restricted cas $ 37 $ 91 $ 25(C $ 30z $ 30 $ 34
Working capital(1] $ 10,75¢ $ 6,38¢ $ (53 $ (1,289 $ 58¢ $ 2,62t
Total asset $ 16,01« $ 10,46t $ 4,35t $ 4,50¢ $ 4,44¢ $ 3,92
Long-term liabilities $ 7,07¢ $ 27C $ 1,32¢ $ 484 $ 89¢ $ 87
Equity (capital deficiency $ 5,38¢ $ 6,754 $ 919 3 (133) $ 134 $ 2,94¢

(1) Working capital is equal to the difference beén total current assets and total current liadmslit
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SELECTED QUARTERLY FINANCIAL DATA

The following selected quarterly consolidated untatifinancial data should be read in conjunctiaththe consolidated financial statements and ¢feted notes
thereto and the section entitled “Management’s ison and Analysis of Financial Condition and Resaf Operations” included elsewhere in this pextps. The
following table sets forth selected financial infation for the dates and periods indicated. Osulte for any of these periods are not necessadigative of the results
to be expected for the year ending June 30, 201@& @ny other future period.

The discussion below does not give effect to themated one-for-  reverse stock split of cammon stock that is expected to occur the day idianely
following the effectiveness of the registrationtstaent of which this prospectus is a part.

Six Months Ended June 30, 201
Quarter Ended Quarter Ended June
March 31, 2012 30, 2012

(unaudited)
(in thousands, except per share and percentay

data)
Revenue: $ 1,13¢ $ 93z
Cost of revenue $ 574 $ 80:<
Gross profit (loss $ 564 $ 13C
Gross margit 5C% 14%
Total operating expens: $ 3,69( $ 4,162
Net loss $ 3140 % (3,94))
Basic and diluted loss per common sk $ 0.0 $ (0.06)
Basic and diluted common shares outstan 68,178,94 68,174,81
Fiscal Year Ended December 31, 201
First Quarter Second Quarter Third Quarter Fourth Quarter
(unaudited)
(in thousands, except per share and percentage da
Revenue: $ 1,68¢ $ 1,04( $ 1,98¢ $ 1,29:
Cost of revenue $ 89¢ $ 64C $ 801 $ 671
Gross profit (loss $ 787 $ 40C $ 1,18t $ 621
Gross margir 47% 38% 60% 48%
Total operating expens: $ 1,957 $ 2,57 $ 3,33t $ 8,85¢
Net loss $ (18%) $ (2,259  $ (2,28 % (8,237
Basic and diluted loss per common sk $ 0.03)) $ 0.0 $ 0.09 $ (0.12)
Basic and diluted common shares outstan 50,798,90 63,934,26 64,300,68 66,697,42.
Fiscal Year Ended December 31, 201
First Quarter Second Quarter Third Quarter Fourth Quarter
(unaudited)
(in thousands, except per share and percentage da
Revenue: $ 2,097 $ 90¢ $ 1,22 $ 721
Cost of revenue $ 1,337 $ 47¢ $ 561 $ 31¢
Gross profit (loss $ 76C $ 42¢ $ 662 $ 40z
Gross margir 36% 47% 54% 56%
Total operating expens $ 1,404 $ 1,11¢ $ 1,37¢ $ 1,571
Net loss $ (7299 % (663 % 847y % (1,18))
Basic and diluted loss per common sk $ (0.01) $ 0.0) $ 0.09 $ (0.02)
Basic and diluted common shares outstan 48,595,24 49,113,46 49,490,46 49,680,21
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and anslg&financial condition and results of operatiansconjunction with the “Selected Financial Infoation and
Other Data,” “Selected Quarterly Financial Data” ahour consolidated financial statements and thatezl notes included elsewhere in this prospectuaddition to
historical information, the following discussiondaanalysis includes forwarkboking information that involves risks, uncerta@stand assumptions. Our actual results
the timing of events could differ materially frono$e anticipated by these forward-looking statesiasta result of many factors, including thoseussed under “Risk
Factor<” and elsewhere in this prospectus. See "Speci& IRegarding Forward-Looking Statements" includiséwhere in this prospectus.

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietdgnsplatform technology, MGuard. MGuard provides
embolic protection in stenting procedures by plg@micron mesh sleeve over a stent. Our initiatlpcts are marketed for use mainly in patients athite coronary
syndromes, notably acute myocardial infarction fhatiack) and saphenous vein graft coronary ietetions (bypass surgery).

On March 31, 2011, we completed a series of sharieamge transactions pursuant to which we acquailleaf the capital stock of InspireMD Ltd., a conmga
formed under the laws of the State of Israel, ichexge for an aggregate of 50,666,663 shares afasnmon stock. As a result of these share exchmagsactions,
InspireMD Ltd. became our wholly-owned subsidiamg, discontinued our former business and succeedi tbusiness of InspireMD Ltd. as our sole lihbusiness.

The share exchange transactions were accounted forecapitalization. InspireMD Ltd. is the acquiior accounting purposes and we are the acquastpany.
Accordingly, the historical financial statementegnted and the discussion of financial conditimhr@sults of operations herein are those of le$fiy Ltd., retroactivel
restated for, and giving effect to, the numbertafres received in the share exchange transactindsjo not include the historical financial resolt®ur former business.
The accumulated earnings of InspireMD Ltd. were atsrried forward after the share exchange traiwsecand earnings per share have been retroactestgted to give
effect to the recapitalization for all periods mmeted. Operations reported for periods prior tosthere exchange transactions are those of InspiretdD

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andtegstertificate of incorporation to effect a reveessock
split of our common stock at a ratio of one-for-tt@oone-for-four, at any time prior to our 2012 aahstockholders’ meeting, the exact ratio of #neerse stock split to be
determined by the board. We intend to effectuaireafor- reverse stock split, in order to complyhithe listing requirements of Nasdaqg Capital Marseich reverse
stock split would immediately increase our stodkearin addition, such reverse stock split woulduee the number of shares of common stock outstgratid may affect
the liquidity of our common stock. The reverse ktsplit is expected to occur the day immediateljof@ing the effectiveness of the registration ste¢at of which this
prospectus is a part.

Critical Accounting Policies
Use of estimates
The preparation of financial statements in conftymiith generally accepted accounting principlethia U.S. requires management to make estimateg usi
assumptions that affect the reported amounts etsssd liabilities, the disclosure of contingesgets and liabilities at the date of the finansiatements and the reported

amounts of sales and expenses during the repqréinigds. Actual results could differ from thoserestes.

As applicable to these consolidated financial stetets, the most significant estimates and assungptilate to inventory write-off, provisions fotums, legal
contingencies, estimation of the fair value of shaased compensation and estimation of the fairevaf warrants.
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Functional currency

The currency of the primary economic environmenwirich our operations are conducted is the U.Sad¢i$” or “dollar”). Accordingly, the functionaturrency
of us and of our subsidiaries is the dollar.

The dollar figures are determined as follows: temtions and balances originally denominated inadslare presented in their original amounts. Ba&amt
foreign currencies are translated into dollars gisiistorical and current exchange rates for nonetey and monetary balances, respectively. Thdtimgtranslation
gains or losses are recorded as financial inconexense, as appropriate. For transactions reflestihe statements of operations in foreign cuwies) the exchange ra
at transaction dates are used. Depreciation antgelsan inventories and other changes deriving fnommonetary items are based on historical exchaaigs.

Fair value measurement

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

In determining fair value, we use various valuamproaches, including market, income and/or qugtaaches. Hierarchy for inputs is used in meagueir
value that maximizes the use of observable inputisnainimizes the use of unobservable inputs byiraguthat the most observable inputs be used vevailable.
Observable inputs are inputs that market particgpauould use in pricing the asset or liability deyped based on market data obtained from sourdepéndent of us.
Unobservable inputs are inputs that reflect ounmggions about the assumptions market participantdd use in pricing the asset or liability deveddpbased on the best
information available in the circumstances. Thedrehy is broken down into three levels based erréfiability of inputs.

Concentration of credit risk and allowance for dotfl accounts

Financial instruments that may potentially subjecto a concentration of credit risk consist ohc@sish equivalents and restricted cash, whickepesited in
major financial institutions in the U.S., Israebda@ermany, and trade accounts receivable. Our tredeunts receivable are derived from revenuesddrom customers
from various countries. We perform ongoing credldlaations of our customers’ financial conditiordagenerally, require no collateral from our custosn We also have
a credit insurance policy for some of our custom#fe maintain an allowance for doubtful accounteieable based upon the expected ability to cotleetccounts
receivable. We review our allowance for doubtfut@mts quarterly by assessing individual accoustteivable and all other balances based on hist@atiaction
experience and an economic risk assessment. |etegrdine that a specific customer is unable to riteéinancial obligations to us, we provide aroalance for credit
losses to reduce the receivable to the amount anagement reasonably believes will be collectednifigate risks, we deposit cash and cash equitaleith high credit
quality financial institutions. Provisions for dd@ld debts are netted against “Accounts receivatzde.”

Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated ataWwer of cost (cost is determined on a “first-imsfiout” basis)
or market value. Our inventories generally havienitéd shelf life and are subject to impairmentteesy approach their expiration dates. We regulevigluate the carrying
value of our inventories and when, in our opiniattors indicate that impairment has occurred, staldish a reserve against the inventories’ cagryalue. Our
determination that a valuation reserve might beired, in addition to the quantification of suclseeve, requires us to utilize significant judgmeithough we make
every effort to ensure the accuracy of forecasfsitofe product demand, any significant unanti@gadecreases in demand could have a material iropabte carrying
value of our inventories and reported operatingltesWith respect to inventory on consignment, ‘6&&venue recognition” below.
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Revenue recognition

Revenue is recognized when delivery has occurréderce of an arrangement exists, title and risksrawards for the products are transferred t@tistomer,
collection is reasonably assured and product retcan be reliably estimated. When product retuamsbe reliably estimated a provision is recordedell on historical
experience, and deducted from revenues. The poovfsr sales returns and related costs are includ&8iccounts payable and accruals - Other” und&urrent liabilities”
and “Inventory on consignment,” respectively.

When returns cannot be reliably estimated, bottedl revenues and costs are deferred, and preserded“Deferred revenues” and “Inventory on consignt,”
respectively.

As of June 30, 2012, there are no deferred reverlezd to sales for which the rate of return care reliably estimated.

Our revenue arrangements may contain deliveryeaf firoducts upon the achievement of sales tafgath period, we estimate the amount of free prachact
which these distributors will be entitled based ugie expected achievement of sales targets aed agfortion of revenues accordingly.

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

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

Employee option awards are classified as equityrdsvand accounted for using the grant-date fairevatethod. The fair value of share-based awarestimated
using the Black-Scholes valuation model, whichxigemsed over the requisite service period, nestifnated forfeitures. We estimate forfeitures basedistorical
experience and anticipated future conditions.

We elected to recognize compensation expense fardswith only service conditions that have gradesting schedules using the accelerated multipierop
approach.

We account for equity instruments issued to thadyservice providers (non-employees) by recordhirggfair value of the options granted using anooppricing
model, at each reporting period, until rewardsvaged in full. The expense is recognized ovendsing period using the accelerated multiple opéipproach. The
expense relates to options granted to third pamyice providers with respect to successful inveistivoductions that are recorded at their fairueain equity, as issuance
costs.

In addition, certain of our share-based awardpar®ormance based, i.e., the vesting of these andepdends upon achieving certain goals. We estithate
expected pre-vesting award probability, i.e., tkeeeted likelihood that the performance conditiaiibe achieved, and only recognize expense fos¢hshares expected
to vest.

Uncertain tax and value added tax positions

We follow a two-step approach to recognizing andsoeing uncertain tax and value added tax positibne first step is to evaluate the tax and vatlged tax
position for recognition by determining if the whtgf available evidence indicates that it is mideely than not that the position will be sustainedaudit. The second
step is to measure the tax and value added taxXibas¢he largest amount that is more than 50%7&9, respectively, likely of being realized updtinoate settlement.
Such liabilities are classified as long-term, usléee liability is expected to be resolved withirelve months from the balance sheet date. Ourydito include interest
and penalties related to unrecognized tax bengfitsn financial expenses.
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Results of Operations
Six Month Period Ended June 30, 2012 Comparedtte Six Month Period Ended June 30, 2011

Revenue. For the six month period ended June 30, 201a| tevenue decreased approximately $0.6 millior2400%, to approximately $2.1 million from
approximately $2.7 million during the same perio@011. The $0.6 million decrease was attributéble decrease in sales volume, as described mityéélow. The
following is an explanation of the approximately.&énillion decrease in revenue broken down by iéémtwo components, a decrease in gross reveniaspodximately
$0.5 million and a net decrease in deferred reveneeognized of approximately $0.1 million.

For the six month period ended June 30, 2012, ¢wteds revenue decreased by approximately $0.®milbr 19.6%, to approximately $2.0 million from
approximately $2.5 million during the same perio@011. This decrease in total gross revenuesdgoninantly sales volume based, with decreased galeme
accounting for approximately $340,000, or approxetyal3.0%, and price decreases to our repeathistrs accounting for the remaining approximat&1$0,000, or
approximately 6.0%. With respect to individual kets, this decrease in gross revenue was maimipwtible to the fact that we did not have anysabeour distributor i
India during the six month period ended June 3®26@mpared to sales of approximately $1.2 miltmthis distributor during the same period in 204 Hecrease of
approximately $0.2 million of gross revenue front distributor in Spain, a decrease of approxima$élyl million of gross revenue from our distribuitoArgentina, a
decrease of approximately $0.1 million of grosseerexe from our distributor in France and a decredspproximately $0.1 million of gross revenue froor distributor in
Israel. These decreases were partially offset ipemease of approximately $0.5 million of grosgerues from our distributor in Russia, an increzsgpproximately $0..
million of gross revenue from our distributor iall, an increase of approximately $0.2 million oégs revenue from our distributor in Germany, amgase of
approximately $0.1 million of gross revenue front distributor in Poland, and an increase of apprately $0.1 million of gross revenue from our disitor in Mexico,
and an increase of approximately $0.1 million froam remaining distributors, all due to higher salelsimes to these distributors.

For the six month period ended June 30, 2012, efericbd revenue recognized decreased by approxin®g@el million, or 66.8%, to approximately $0.1lioin
from approximately $0.2 million during the sameipérin 2011. This decrease was almost entirelyssabdume based, partially offset by approximatedyl$million in
price increases to our repeat distributors. Therdedl revenue recognized during the six month degimled June 30, 2012 was comprised primarily pfagmately $0.1
million of revenue that we deferred from a shipmtenindia in the first six months of 2011. Our deferred revenue for the six month period endee JB@n 2011
consisted of approximately $0.1 million of deferrestenue from our distributor in India, offset lBcognized revenue of approximately $0.1 milliomfrour distributors
in Israel, approximately $0.1 million from our dibutor in Brazil, and approximately $0.1 milliorofm other distributors.

Gross Profit. For the six month period ended June 30, 201Zsgpoofit (revenue less cost of revenues) decredk&do, or approximately $0.5 million, to
approximately $0.7 million from approximately $Xr@llion during the same period in 2011. Gross nmadgcreased from 43.5% in the six month period éddee 30,
2011 to 33.5% in the six month period ended JunB02. In addition to our decrease in sales, thegry reason for the decrease in gross profit avasite-off of
approximately $0.4 million of slow moving inventomyhich accounted for approximately 89.7% of therdase mentioned above. We were able to partififgithese
decreases with reduced production cost per stargrdby economies of scale. For the six month peeioded June 30, 2012, our average selling pricstpet recognized
in revenue was $584, and we recognized the s@ébdB stents, compared to an average price of fédstent and 5,040 stents recognized in revenubdasame period
in 2011. Our cost of goods sold per stent incré&sen an average of $305 per stent recognizeevianue for the six month period ended June 30, 9ah average of
$388 per stent for the same period in 2012.

Research and Development ExpenseFor the six month period ended June 30, 2012areband development expense increased 138.5%pomamately $1.!
million, to approximately $2.6 million, from apprioxately $1.1 million during the same period in 20The increase in cost resulted primarily from leigblinical trial
expenses of approximately $1.2 million, attribuéamainly to the MGuard for Acute ST Elevation Répsion Trial (MASTER Trial) (approximately $0.7 rhdn), the
U.S. Food and Drug Administration clinical triap@oximately $0.3 million) and the MGuard Carotlthical trial (approximately $0.2 million), an inease of
approximately $0.1 million in salaries, approxinigatg0.1 million in share-based compensation and@pmately $0.1 million in miscellaneous expendessearch and
development expense as a percentage of reveneagect to 125.9% for the six month period ended 30n2012 from 40.1% in the same period in 2011.
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Selling and Marketing Expense. For the six month period ended June 30, 201Bngelind marketing expense increased 19.2%, omappately $0.2 million,
to approximately $1.2 million, from approximatel$.® million during the same period in 2011. Ther@ase in selling and marketing expense resulietapty from
approximately $0.2 million of additional salariesdeapproximately $0.1 million of additional shar@sbd compensation principally for newly hired saesonnel in
connection with the expansion of our sales acésitivorldwide, and approximately $0.2 million in adising expenses. This increase was partiallyeotfy a decrease of
approximately $0.1 million of commissions pertagimainly to our first time shipment of approximat&fL.2 million to our distributor in India duringe six month perio
ended June 30, 2011 (no such sale occurred irathe period of 2012), approximately $0.1 milliorshrare-based compensation to consultants and appatety $0.1
million in miscellaneous expenses. Selling and reting expense as a percentage of revenue increa602% for the six month period ended June 302Zfbm 38.3%
in the same period in 2011.

General and Administrative Expense. For the six month period ended June 30, 2012m¢and administrative expense increased 67.3%pmoximately
$1.6 million, to approximately $4.0 million from $2million during the same period in 2011. The @aze resulted primarily from an increase in shaset compensation
of $1.2 million, predominately related to directasmpensation, an increase of approximately $dI2om in rent expense related to our move to a hesgtion to support
our expanding sales activities, an increase ofapmately $0.1 million in audit fees to accommodatel comply with the reporting requirements of Sleeurities and
Exchange Commission, approximately $0.1 millioteigal fees, related primarily to compliance witk tieporting requirements of the Securities and Engk
Commission, approximately $0.1 million of fees ptmctonsultants that was also related primarilgdmpliance with the reporting requirements of teelities and
Exchange Commission, and approximately $0.3 milliomiscellaneous expenses. This increase wasfhanifset by a decrease of approximately $0.4iomilin
litigation expenses. General and administrativeeasp as a percentage of revenue increased to 19818 six month period ended June 30, 2012 f831i7% in the
same period in 2011.

Financial Expenses (Income). For the six month period ended June 30, 201anfiral expense decreased 113.9%, or approximadedyrfillion, to
approximately $0.1 million of financial income frod®.8 million of financial expense during the sameeiod in 2011. The decrease in expense resultedply from
approximately $1.3 million of financial income fratime revaluation of warrants pertaining to our aatible debentures, partially offset by approxinhad.2 million of
amortization expense pertaining to the same coimedebentures and their related issuance costeirix month period ended June 30, 2012, as cadpa a one-time
financial expense recording of approximately $0iflion in the first six month period of 2011 pentaig to the revaluation of an outstanding convéatiban at fair value
prior to redemption and approximately $0.2 millfon the favorable impact of exchange rate diffeesnfor the six month period ended June 30, 20thrfEial expense i
a percentage of revenue was 28.9% for the six mpettiod ended June 30, 2011, compared to 5.3%andial income for the same period in 2012.

Tax Expenses. Tax expense remained relatively flat at $32,@0Gte six month period ended June 30, 2012, apaced to $20,000 during the same period in
2011.

Net Loss. Our net loss increased by approximately $2.9ianijlor 70.7%, to $7.1 million for the six monthrjpel ended June 30, 2012, from $4.2 million during
the same period in 2011. The increase in net Emdted primarily from an increase in operatingenges of approximately $3.3 million (see aboveefglanation) and a
decrease of approximately $0.5 million in grosdipfsee above for explanation). This increase peasially offset by a decrease in financial expsn&ecome) of
approximately $0.9 million (see above for explama)i
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Twelve Months Ended December 31, 2011 Comparedvtelfe Months Ended December 31, 2010

Revenue. For the twelve months ended December 31, 2014l ievenue increased approximately $1.1 milliar2 b.3%, to approximately $6.0 million from
approximately $4.9 million during the same perino@010. The $1.1 million increase was attributaislearily to an increase in sales volume, as dbsdrimore fully
below. The following is an explanation of the appneately $1.1 million increase in revenue brokewddy its main two components, an increase in gregsnues of
approximately $2.5 million offset by a net decreesdeferred revenues of approximately $1.4 million

For the twelve months ended December 31, 2011,dotas revenue increased by approximately $2.Bamjlor 77.6%, to approximately $5.7 million from
approximately $3.2 million during the same perio@010. This increase in total gross revenue wedgminantly sales volume based, with increasezssallume
accounting for approximately $2.3 million, or apgirately 72.5%, and price increases accountingHeremaining approximately $0.2 million, or apgmately
5.1%. In general, we focused on opening new maykeich as India, and also increasing sales itiximarkets by presenting clinical data at confees and individual
presentations to doctors about the merits of MG@amnary. With respect to individual marketsstimcrease in gross revenue is mainly attributabtee first time
shipment of approximately $1.2 million to our distitor in India during the twelve months ended Deber 31, 2011, an increase of approximately $0ldomiof gross
revenue from our new distributor in Russia, aneéase of approximately $0.4 million of gross revefiam our distributor in Israel, an increase of @pimately $0.3
million of gross revenue from our distributor ine&il, an increase of approximately $0.2 milliongobss revenue from our distributor in Spain, amease of
approximately $0.2 million of gross revenue front distributor in Argentina, an increase of approaiely $0.1 million of gross revenue from our distitior in South
Africa, an increase of approximately $0.1 millidhgooss revenue from our new distributor in Ukraiae increase of approximately $0.1 million of grosvenue from our
new distributor in the Netherlands and an incredsmproximately $0.1 million of gross revenue froor distributor in Mexico. This increase was jadlyt offset by a
decrease of approximately $0.2 million in grossrele from our distributor in Germany, a decreasgppfoximately $0.2 million in gross revenue frouor distributor in
Pakistan, a decrease of approximately $0.2 mifliom our distributor in Poland, a decrease of apipnately $0.1 million in gross revenue from ourtdizutor in Italy,
and a decrease of approximately $0.1 million irsgn@venue to our distributor in France, all dulteer sales volume to these distributors. We atspped and
recognized gross revenue for approximately $0.2animore from our remaining distributors during ttwelve months ended December 31, 2011, as cothpathe
same period in 2010.

For the twelve months ended December 31, 201-deafetred revenue recognized decreased by appradirigt.4 million, or 83.8%, to approximately $0.3
million from approximately $1.7 million during treame period in 2010. The key driver of this de@emas a decrease in the volume of revenue defer2dl1 compare
to the volume of revenue deferred to 2010, accagrfor approximately $1.3 million or approximaté.5%, with the remaining approximately $0.1 mitli@r 9.3%,
being driven by price decreases in the revenuemeféo 2011 compared to the revenue deferred 16.2Revenue recognition out of deferred incomelbssl of an impax
in 2011 as compared to 2010 due to the fact thateferred mainly shipments in 2008 and 2009 thaewecognized in 2010. In 2010, only a small setustomers had a
large portion of their revenues deferred until 2011

For the twelve months ended December 31, 2011neudeferred revenue consisted of approximatelg 80llion attributable to our distributor in Israel
approximately $0.1 million to our distributor in &il, and approximately $0.1 million to our distribr in Poland, offset by approximately $0.1 miflideferred for a
shipment to our distributor in India. Our distribuin Israel had a contractual right to returnpaltchases to us within 18 months of the purchate Baie to our inability
to accurately estimate the amount of future retuatisales to this distributor were deferred uthtis 18 month return period elapsed. On May 9120@ur distributor in
Israel agreed to revoke its previous rights torrepurchases, resulting in all future sales beinglf The deferred revenue of approximately $0.Bionirecognized during
the twelve months period ended December 31, 20dduated for all previous purchases by the distabthat the distributor no longer had a contractigiit to return and
were not yet recognized as revenues. Our distnibntBrazil has a contractual right to return alkghases for up to six months from the delivenedBlue to our inability
to accurately estimate the amount of future retbgneur distributor in Brazil, all sales made tovigre also deferred until the six month returnqeelapsed. The deferred
revenue of approximately $0.1 million recognizediniy the twelve months period ended December 311 2@counted for purchases made in December 2@1@vére
not returned by the Brazilian distributor and weog yet recognized as revenues. In 2011, it waildddhat due to lack of actual returns from theAlian distributor,
despite the clause in its contract, we will no lendefer revenue pertaining to current shipments.dstributor in India made its first purchase2Bil1. Because of our
inexperience with this distributor, management dedito defer a portion of the shipment to 2012,mibeould better determine if a portion of it wde returned.
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For the twelve months ended December 31, 2010jefetred revenue recognized of approximately $ilfomwas comprised mainly of shipments from 2008
and 2009 to our distributor in Poland of approxieiat1.3 million, to our distributor in Brazil oparoximately $0.3 million, and to our distributor $ri Lanka of
approximately $0.1 million. For the twelve montimled December 31, 2010, our distributor in Polandject to our sole discretion, had the right tamreour
products. Because we were unable to develop estmar the level of returns, the $1.3 million wodf shipments made to the distributor in Polarad the recorded as
deferred revenues were only recognized duringwieéve months ended December 31, 2010 as revense®tad above, our distributor in Brazil has a @mttal right to
return all purchases for up to six months fromdbkvery date. As also noted above, due to ourilitbo accurately estimate the rate of returntbig distributor, all sales
made to it were also deferred until the six moetium period elapsed. The deferred revenue of appately $0.3 million recognized during the twelvenths period
ended December 31, 2010 accounted for purchases im&kcember 2009 that were not returned and n@rget recognized as revenues.

Gross Profit. For the twelve months ended December 31, 20bksgorofit increased 32.8%, or approximately $0illian, to approximately $3.0 million from
approximately $2.3 million during the same perio@010. Gross margin increased from 45.5% inwedve months ended December 31, 2010 to 49.9%einvhlve
months ended December 31, 2011. In addition to@ease in sales, we were able to improve oursguasfit because of reduced production cost pert skeven by
reduction in price per unit from our subcontra@od economies of scale. For the twelve months eBeéegmber 31, 2011, our average selling price feert secognized i
revenue was $571, and we recognized the sale 523@tents, compared to an average price of $608t@et and 8,171 stents recognized in revenuthéosame period i
2010. Our cost of goods sold per stent decreasetdn average of $330 per stent recognized imievéor the twelve months ended December 31, 2020 average of
$286 per stent for the same period in 2011. Thkdriprice per stent for the twelve months endeceBer 31, 2010 was effected by the price of stoitsin 2008 and
2009 to one of our European distributors in Eurbemvthe Euro was much stronger than the U.S. daltaan average price of $997 when translated o dbllars.

Research and Development ExpenseFor the twelve months ended December 31, 20$&areh and development expense increased 84.9%bparximately
$1.2 million, to approximately $2.5 million from pximately $1.3 million during the same perio®®10. The increase in cost resulted primarily flagher clinical tria
expenses of approximately $1.2 million, attribuéatmainly to the U.S. Food and Drug Administratidinical trial (approximately $0.9 million) and tiGuard for Acute
ST Elevation Reperfusion Trial (MASTER Trial) (apgimately $0.3 million), and an increase of appneaiely $0.3 million in salaries, offset by an apgpneately $0.2
million reduction in miscellaneous expenses andgproximately $0.1 million reduction in share-basethpensation. Research and development expemspeasentage
of revenue increased to 41.2% for the twelve moattged December 31, 2011 from 27.0% in the samedpef 2010.

Selling and Marketing Expense. For the twelve months ended December 31, 201lingsand marketing expense increased 59.6%, orcappately $0.7
million, to approximately $2.0 million, from apprioxately $1.3 million during the same period in 20Ihe increase in selling and marketing expenselted primarily
from approximately $0.3 million of additional saks and approximately $0.4 of share-based compensatncipally for newly hired sales personnetonnection with
the expansion of our sales activities worldwidej approximately $0.1 million of commissions peragnmainly to our first time shipment of approxirelgt$1.2 million
to our distributor in India. This increase was fadist offset by a decrease of approximately $0.1liom in advertising expenses. Selling and markggrpense as a
percentage of revenue increased to 32.9% in 2@ #5.0% in 2010.

General and Administrative Expense. For the twelve months ended December 31, 20tfergband administrative expense increased 3236%,
approximately $9.4 million, to approximately $12n8lion from $2.9 million during the same period2010. The increase resulted primarily from andase in share-
based compensation of $7.5 million, which predoneilyapertains to directors’ compensation, an insesaf approximately $0.5 million in salary expen&hse to an
increase in employee infrastructure to accommoaiatecomply with the reporting requirements of tiee8ities and Exchange Commission), an increase/@stor
related activities of approximately $0.5 millioru@to us having been a publicly reporting compamynd the twelve months ended December 31, 201tIndtuduring the
same period in 2010), an increase of approxim&®@I§g million in litigation expenses (primarily dt@a provision for our potential loss related tihieatened lawsuit frol
a finder claiming a future success fee and comuonissior assistance in finding our distributor ira&t), approximately $0.3 million in legal feesdalrelated primarily to
compliance with the reporting requirements of teeBities and Exchange Commission), and approxign&@&2 million in audit fees to accommodate anthpty with the
reporting requirements of the Securities and Exgea@ommission. This increase was partially offses lecrease of approximately $0.1 million in milsceous
expenses. General and administrative expense e@sanpage of revenue increased to 204.4% in 2@ §8.6% in 2010.

43




Financial Expenses (Income). For the twelve months ended December 31, 20danéial expense increased 506.5%, or approxim&@8 million, to
approximately $1.0 million from $0.2 million duririge same period in 2010. The increase in experssdted primarily from a one-time financial expenseording of
approximately $0.6 million in the first quarter2311 pertaining to the revaluation of an outstagdionvertible loan at fair value prior to redemptand approximately
$0.2 million for the favorable impact of exchangeerdifferences for the twelve months ended Dece®be2010 that did not occur during the twelve therended
December 31, 2011. Financial expense as a pereeafagvenue increased from 3.1% in 2010, to 15r62011.

Tax Expenses. Tax expense remained relatively flat at $2,00GHe twelve months ended December 31, 2011, apa@d to $47,000 during the same peric
2010.

Net Loss. Our net loss increased by approximately $11.8anilor 328.8%, to $14.7 million for the twelve nths ended December 31, 2011 from $3.4 million
during the same period in 2010. The increase iasstresulted primarily from an increase in ofrgaéxpenses of approximately $11.2 million (seevatfor
explanation) and an increase of approximately $@ilBon in financial expenses (income) (see abaweeikplanation). This increase was partially offsgtan increase in
gross profit of approximately $0.7 million (see abdor explanation).

Twelve Months Ended December 31, 2010 Comparedvtelfe Months Ended December 31, 2009

RevenuesFor the twelve months ended December 31, 2010,rtanue increased approximately $1.5 million4dr1%, to approximately $4.9 million from
approximately $3.4 million in 2009. The $1.5 mitliincrease in revenue was primarily attributablandancrease in the amount of net deferred reveragegnized during
2010.

For a description of the revenue deferred to 28&6,“Twelve months ended December 31, 2011 compautecelve months ended December 31, 2010” above.

For the twelve months ended December 31, 2009jefetred revenue of approximately $0.1 million wamprised mainly of shipments made in 2009 but
deferred and recognized in 2010 to our distribirtdBrazil in the amount of approximately $0.4 nailli to our distributor in Poland in the amount 6fZsmillion and to ou
distributor in Israel in the amount of $0.2 milliasffset by shipments made in 2008 but deferredrandgnized in revenue in 2009 from our distributoitaly in the
amount of $0.5 million, and from our distributor@yprus in the amount of $0.2 million. Because 20@8 our first year of sales and we were unabéetarately estima
the amount of future returns of our products, ellenues from shipments made in 2008 were defengdezognized in 2009. The deferred revenue fan dtributor
recognized during the twelve month period endedebder 31, 2009 accounted for the purchases matie imelve month period ended December 31, 20Q8xbee not
returned by either distributor and were not yebggized as revenues. See alSwélve months ended December 31, 2011 comparedeioe months ended December
2010” above for the reasons why such revenue wiasrdd and/or recognized for certain of the distiilos listed above.

Total gross revenue for the twelve months endeceBéer 31, 2010 remained relatively flat in comparit the twelve months ended December 31, 2009,
increasing by approximately $46,000. This incremae predominantly sales volume based, with incibaakes volume accounting for approximately $263,@fset by
price decreases in the amount of $217,000. The&serin sales volume was evenly distributed amangistributors. The decrease in prices were dwitgpenetration
newly opened markets, namely Brazil, Slovakia agdrGs in 2010, which required reduced prices aspaved to 2009.
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Gross Profit. For the twelve months ended December 31, 2010sgnasit (revenue less cost of revenues) incred®dd?%, or approximately $1.1 million, to
approximately $2.2 million from approximately $1rillion during the same period in 2010. Our grogggin percentage for the twelve months ended Deee8th 2010
increased to 45.5% of revenues, compared to 321 8#glthe same period in 2009. In addition to améase in sales, we were able to improve our gnaxfg because of
reduced production cost per stent driven by reduadti price per unit from our subcontractor andregnies of scale. For the twelve months ended Deee3th 2010, our
average selling price per stent recognized in regemas $606, and we recognized the sale of 8, Entsstcompared to an average price of $577 petr ateh5,910 stents
recognized in revenue for the same period in 2008.cost of goods sold per stent decreased froavarage of $380 per stent recognized in revenuthéotwelve montr
ended December 31, 2009 to an average of $33Qgerfer the same period in 2010. The higher ppieestent for the twelve months ended Decembe2@®I) was
affected by the price of stents sold in 2008 an@P2@ one of our Europeans distributors in Eurosmitne Euro was much stronger than the U.S. daitaan average pric
of $997 when translated to U.S. dollars.

Research and Development ExpensEor the twelve months ended December 31, 2010aresend development expense remained relativeiafl
approximately $1.3 million as compared to the saemod in 2009. Research and development expers@asentage of revenue decreased to 27.0% infa@h089.0%
in 2009.

Selling and Marketing Expense For the twelve months ended December 31, 2010ngelhd marketing expense increased by approxign&eP million, or
18.8%, to approximately $1.2 million from approxielg $1.0 million during the same period in 2008eTincrease in cost resulted primarily from anease of
approximately $0.2 million in advertising expens®slling and marketing expense as a percentagevehue decreased to 25.0% in 2010 from 30.5% i8.200

General and Administrative ExpenseFor the twelve months ended December 31, 2010 rgkeard administrative expense increased approrignét.4
million, or 97.5%, to approximately $2.9 milliorofn approximately $1.5 million during the same pefiio 2009. The increase resulted primarily fromiramease in share-
based compensation of approximately $0.7 millidnafoich approximately $0.5 million related to emydes and $0.2 million related to directors), amease of
approximately $0.2 million in audit fees (as weganed for the transition from generally acceptezbaating principles in Israel to the U.S.), an gase of $0.1 million in
salary expenses, and an increase of approximabedyrfiillion in other expenses (due to our overgfiansion). General and administrative expensepasaentage of
revenue increased to 58.6% in 2010 from 43.0% 0920

Financial Expenses (Income). For the twelve months ended December 31, 20d8né&ial expense increased to approximately $0.[lomifrom income of
$4,000 for the same period in 2009. The increasxjense resulted primarily from a one-time finahizicome recording of $0.3 million in 2009 periamto the
cancellation of the conversion feature of a conblerioan that was repaid in the same year. Firzmoipense as a percentage of revenue increa8et¥toin 2010,
compared to financial income as a percent of ree@iu.2% in 2009.

Tax ExpensesTax expense remained flat at $47,000 for the tweleaths ended December 31, 2010 and 2009. Our sepdor income taxes reflect primarily
the tax liability due to potential tax exposure.

Net Loss.Our net loss increased by approximately $0.7 nmijlior 25.6%, to approximately $3.4 million in 2066m approximately $2.7 million during the same
period in 2009. The increase in net loss resultedaily from an increase in operating expenseapgroximately $1.6 million (see above for explamatiand an increase
of approximately $0.2 million in financial expengese above for explanation). This increase wasafigroffset by an increase in gross profit of egppmately $1.1
million (see above for explanation).
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Liquidity and Capital Resources
Six Month Period Ended June 30, 2012 Compared te tix Month Period Ended June 30, 2011

Since our formation, we have had recurring lossesreegative cash flows from operating activitied have significant future commitments. For therabnths
ended June 30, 2012, we had losses of approximgielymillion and negative cash flows from opemgtictivities of approximately $4.4 million. We tmlie that our
working capital as of June 30, 2012 of approxima$dl0.8 million should enable us to continue fuigdine negative cash flows from operating activitiatil October
2013, when our convertible debentures are suljegtrion-contingent redemption option that couldimrequs to make a payment of approximately $1318anj including
accrued interest. Since we expect to continue fimgynegative cash flows from operations and ihtligf the potential cash requirement in connectvith our convertible
debentures, there is substantial doubt about dlityetb continue operating as a going concern.

Based on our financial position as of June 30, 20E2will need to raise further capital at someifatpoint in time, through the sale of additiongliiéy securities
or debt. Our future capital requirements and trexjaecy of our available funds will depend on maamtdrs, including our ability to successfully contoialize our
MGuard products, our development of future prodacts competing technological and market developsaétdwever, we may be unable to raise sufficieditazhal
capital when we require it or upon terms favordoblas. In addition, the terms of any securitiesisgeie in future financings may be more favorableew investors and
may include preferences, superior voting rights medssuance of warrants or other derivative seesywhich may have a further dilutive effecttbe holders of any of
our securities then outstanding. If we are unablebtain adequate funds on reasonable terms, weedt to curtail operations significantly, inclodipossibly postponin
or halting our U.S. Food and Drug Administratiomidal trials or entering into financing agreementth unattractive terms.

General. At June 30, 2012, we had cash and cash equivaléafsproximately $10.3 million, as compared to $8i0ion at June 30, 2011. The increase is
attributable primarily to the issuance of seniarwsed convertible debentures and warrants on Ap012. We have historically met our cash needsitfth a combinatio
of issuance of new shares, borrowing activities salds. Our cash requirements are generally fatymtadevelopment, clinical trials, marketing antksactivities, financ
and administrative cost, capital expenditures astbgal working capital.

Cash used in our operating activities was approtaip&4.4 million for the six month period endedcdB80, 2012, and approximately $1.8 million for aene
period in 2011. The principal reasons for the uszgssh in our operating activities for the sixnttoperiod ended June 30, 2012 included a nebibapproximately $7.1
million and approximately $1.3 million in non-cafihiancial income related to the revaluation of vaats pertaining to our convertible debentures ety approximately
$1.9 million in non-cash share-based compensatipproximately $1.0 million in non-cash financiapexse related to our convertible debentures, adserin working
capital of approximately $0.9 million (driven prinilg from a decrease in our accounts receivableppiroximately $0.5 million due to our decreasediles and an increa
of approximately $0.5 million in other payables daeccruals recorded pertaining to the MGuardNaute ST Elevation Reperfusion Trial (MASTER Triahd the U.S.
Food and Drug Administration clinical trial) andpmpximately $0.2 million of all other adjustments.

Cash used by our investing activities was approteiga0.2 million during the six month period endrthe 30, 2012, compared to approximately $0.Jiomill
during the same period in 2011. The principal redso the increase in cash used in investing a@widuring 2012 was the purchase of approxim&elg million of new
equipment.

Cash flow generated from financing activities wppraximately $9.8 million for the six month periedded June 30, 2012, and $9.4 million for the spen®d ir
2011. The principal source of cash flow from finugcactivities during 2012 was the proceeds fromamnvertible debentures and warrants issued or Bp2012 of
approximately $9.9 million, offset by the repaymeht long-term loan in the amount of approximatklyl million. The principal source of cash flowrn financing
activities during the six month period ended Jube2®11 was the private placement conducted inucatipn with the share exchange transactions orciviat, 2011 and
other private equity issuances prior to and aftershare exchange transactions in the aggregatenamioapproximately $10.6 million, offset by thepayment of a
convertible loan in the amount of approximatelydhillion and the partial repayment of a long-tdoan in the amount of approximately $0.2 million.

As of June 30, 2012, our current assets exceedeehntliabilities by a multiple of 4.1. Current assincreased approximately $4.5 million duringshemonth
period ended June 30, 2012, mainly due to caseddism the convertible debenture and warrant wifeon April 5, 2012, and current liabilities ineeed by
approximately $0.1 million during the same periad.a result, our working capital surplus increasgdpproximately $4.4 million to approximately $8@nillion during
the six month period ended June 30, 2012.
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Long-Term Loan. Prior to June 30, 2012, we had a long-term loaghénamount of approximately $0.1 million bearintenest at the three month U.S. Dollar
LIBOR rate plus 4% per annum. The loan was payiabégght quarterly installments during a periodtufee years that began in April 2010. Accordingi®loan
agreement, in case of an “exit transaction” (defiae certain merger or sale transactions, or &alipublic offering), we were required to pay ketbank an additional
$0.25 million if the sum received in the transactigas higher than $100 million. The loan was rejraidanuary 2012.

Sales of Stock/Issuance of Debt and Securitig=or the six month period ended June 30, 2012, steeib senior secured convertible debentures du¢ H@014
in the original aggregate principal amount of $02,728 and five-year warrants to purchase an agtgexf 3,343,465 shares of our common stock akarcise price of
$1.80 per share in exchange for aggregate grosegus of $11.0 million, with corresponding net jpreds of approximately $9.9 million. The convertib&bentures were
issued with a 6% original issuance discount, be@rést at an annual rate of 8% and are convegtid@y time into shares of common stock at amairebnversion price
of $1.75 per share. Upon conversion of the corvlertdebentures, investors will receive a converpi@mium equal to 8% per annum, with a limit of 1&%the term of
the convertible debentures, of the principal amdaihg converted. In addition, the investors mayune us to redeem the convertible debenturesyatiare after October
5, 2013 (18 months after the date of issuance)1@e6 of the then outstanding principal amount, pliaccrued interest, and we may prepay the coibledebentures
after six months for 112% of the then outstandinggipal amount, plus all accrued interest. In aaetion with this financing, we paid placement adees of $848,750
and issued placement agents warrants to purch&sgl®lshares of common stock, with terms ident#he warrants issued to the investors.

Twelve Months Ended December 31, 2011 Comparedvtelfe Months Ended December 31, 2010

General. At December 31, 2011, we had cash and cash eqofgadéapproximately $5.1 million, as compared @c6dmillion at December 31, 2010. The incre
was primarily attributable to the private placememducted in conjunction with the share exchargeskctions on March 31, 2011 and other privatéyegsuances pric
to and after the share exchange transactions.

Cash used in our operating activities was approtalp&6.0 million for the twelve months ended Debem31, 2011, and approximately $2.7 million fag game
period in 2010. The principal reasons for the uszgssh in our operating activities for the twelaenths ended December 31, 2011 included a nebfagsproximately
$14.7 million and a decrease in working capitahpproximately $2.0 million, offset by approximat&9.6 million in non-cash share-based compensation,
approximately $0.9 million in non-cash financiapexses related to the revaluation of a convertilsle and approximately $0.2 million of all othefjudments.

Cash provided by our investing activities was agjmnately $13,000 during the twelve months endedebsmer 31, 2011, compared to approximately $46,600 o
cash used by investing activities during the saered in 2010. The principal reason for the deaeéasash flow from investing activities during 20d/as a decrease in
restricted cash of approximately $160,000, offsethe purchase of approximately $140,000 of newufarturing equipment.

Cash flow generated from financing activities wppraximately $10.7 million for the twelve monthsded December 31, 2011, and $3.0 million for theesam
period in 2010. The principal reason for the inseegn cash flow from financing activities duringl20was the private placement conducted in conjanatiith the share
exchange transactions on March 31, 2011 and othete equity issuances and exercise of optiore poi and after the share exchange transactiotheinggregate
amount of approximately $12.1 million, offset by trepayment of a convertible loan in the amourgpgfroximately $1.0 million and the partial repaytneina long-term
loan in the amount of approximately $0.4 million.

As of December 31, 2011, our current assets exdemgeent liabilities by a multiple of 2.8. Curreagsets increased approximately $5.9 million dugdgl,
mainly due to cash raised from the private placamen2011, while current liabilities decreasedragpnately $0.5 million during the same period. &sesult, our
working capital surplus increased by approximagdy4 million to approximately $6.3 million durinhe twelve months ended December 31, 2011.
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Long-Term Loan. As of December 31, 2011, we had a long-term lodstanding in the amount of approximately $0.1 millbearing interest at the three month
U.S. Dollar LIBOR rate plus 4% per annum. See ‘18bnth period ended June 30, 2012 compared to sittmperiod ended June 30, 2011 — Long-Term Loan.”

Convertible Loans.Prior to December 31, 2011, we had convertibledaartstanding with an aggregate principal amoutgtanding of approximately $1.58
million that bore interest at the rate of 8% pemam. Following the share exchange transactions arcM31, 2011, $580,000 plus accrued interest gctetvénto shares of
our common stock and warrants to purchase shamsra@ommon stock. The remaining principal in theoant of $1.0 million, plus all accrued interesgsarepaid on
May 15, 2011.

Sales of StockFor the twelve months ended December 31, 2011ssued an aggregate of 12,315,145 shares of comwanand warrants to purchase
6,709,073 shares of common stock for gross procefegisproximately $13.7 million and correspondirgy proceeds of approximately $12.1 million.

Twelve Months Ended December 31, 2010 ComparedvtelVe Months Ended December 31, 2009
General. At December 31, 2010, we had cash and cash eqofgadéapproximately $0.6 million, as compared @o4dmillion at December 31, 2009.

Cash used in our operating activities was approtain&2.7 million for the twelve months ended Debem31, 2010, and approximately $1.5 million foz game
period in 2009. The principal reasons for the iaseein cash used in operations in 2010 includest &8s of approximately $3.4 million, a decreasapproximately $1.6
million in deferred revenues offset by approximatel.6 million of non-cash share-based compensatipense, an increase of approximately $0.4 millioother
working capital and $0.3 million of other non-casfjustments.

Cash used in investing activities was approximesdi,000 for the twelve months ended December @10 2nd approximately $0.3 million for the sameqzbr
in 2009. The principal reasons for the decreasah flow from investing activities included approately $81,000 for plant and equipment purchastseioby a decreas
of approximately $52,000 in restricted cash.

Cash flow generated from financing activities wppraximately $3.0 million for the twelve months eddDecember 31, 2010, and approximately $0.7 miliow
the same period in 2009. The principal reasongh®increase in cash flow from financing activitteging 2010 were the issuance of approximatel@ #dillion in new
shares and the issuance of convertible loans abappately $1.5 million, offset by the repaymenteolong-term loan in the amount of approximately3$@illion.

As of December 31, 2010, current assets were appabely equal with our current liabilities. Curreagsets decreased approximately $0.2 million dutieg
twelve months ended December 31, 2010 while culi@nitities decreased by approximately $1.5 milliduring the same period. As a result, our worldapital
deficiency decreased by approximately $1.2 miltiompproximately $53,000 during the twelve monthdezl December 31, 2010.

Newly Adopted Accounting Guidance

In May 2011, the Financial Accounting StandardsrBassued Accounting Standards Update No. 201F8#,Value Measurement (Topic 820): Amendments to
Achieve Common Fair Value Measurement and Disclo&equirements in U.S. GAAP and IFRSs (“ASU 2011:04SU 2011-04 changes certain fair value
measurement principles and clarifies the applicatibexisting fair value measurement guidance. &l@sendments include, among others, (1) the apiplicaf the
highest and best use and valuation premise cond@ptsieasuring the fair value of an instrumenssified in a reporting entity’s shareholders’ egaihd (3) disclosing
quantitative information about the unobservablaitapused within the Level 3 hierarchy. Effectivauary 1, 2012, we adopted ASU 2011-04. The adopmtidhis
accounting standards update did not have a matewpct on our consolidated financial statements.
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Factors That May Affect Future Operations

We believe that our future operating results walhtinue to be subject to quarterly variations bagszh a wide variety of factors, including the déyal nature of
the ordering patterns of our distributors, timirffigegulatory approvals, the implementation of vasighases of our clinical trials and manufactusgffgiencies due to the
learning curve of utilizing new materials and egugnt. Our operating results could also be impabyed weakening of the Euro and strengthening of\tbe Israeli
Shekel, or NIS, both against the U.S. dollar. lyasither economic conditions we cannot foresee afi@ct customer demand, such as individual courgimbursement
policies pertaining to our products.

Tabular Disclosure of Contractual Obligations
The following table summarizes our outstanding mttial obligations as of June 30, 2012:

Payments Due By Perioc
(in thousands)

More
than
Less than 1-3 3-5 5

Contractual Obligations Total 1 year years years years
Convertible loar® $ 14,74 3 702 $ 14,04: 0 0
Operating lease obligatiol? $ 91z % 402 $ 51C 0 0
Accounts Payable $ 1,98¢ $ 1,98¢ $ 0 0 0
Total $ 17,64 $ 3,08¢ $ 14 55! $ — $ —

(1) Our convertible loan obligations as of JuneZW,2 consisted of senior secured convertible debesissued to certain investors on April 5, 2Dilthe aggregate
amount of $11.7 million. Our convertible debentusesr interest at the rate of 8% per annum andareertible at any time into shares of common sttckn
initial conversion price of $1.75 per share. The&laws of our convertible debentures may requireousdeem our convertible debentures at any p@mhanths
after the date of issuance for 112% of the outstangrincipal amount

(2) Our operating lease obligations consist ofi¢iase for our offices and manufacturing faciliiieS el Aviv, Israel and the leases for the majoafyour company
cars.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
We are exposed to market risk related to fluctuatio interest rates and in foreign currency exgeaates.
Interest Rate Exposure

Our exposure to market risk relates primarily torstterm investments, including funds classifieccash equivalents. As of June 30, 2012, all exitesis were
invested in time deposits and other highly liquiddstments, therefore our interest rate exposuretisonsidered to be material.

Foreign Currency Exchange Rate Exposure
Our foreign currency exchange rate exposure coesino evolve as we grow internationally. Our expesa foreign currency transaction gains and losstése
result of certain revenues and expenses being daated in currencies other than the U.S. dollamarily the Euro and the New Israeli Shekel. Wendb currently

engage in hedging or similar transactions to redliese risks. Fluctuations in currency exchangesrepuld impact our results of operations, findrmisition, and cash
flows.
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BUSINESS
History

We were organized in the State of Delaware on Febr9, 2008 as Saguaro Resources, Inc. to engabe acquisition, exploration and developmentaitiral
resource properties. On March 28, 2011, we changedame from “Saguaro Resources, Inc.” to “IndgiBe Inc.”

On March 31, 2011, we completed a series of sharieamge transactions pursuant to which we issuedhhreholders of InspireMD Ltd. 50,666,663 shafes
common stock in exchange for all of InspireMD Lsdssued and outstanding ordinary shares, restiitittge former shareholders of InspireMD Ltd. haolgla controlling
interest in us and InspireMD Ltd. becoming our vijnrewned subsidiary. In addition, all options, warts or other securities convertible into or exsble for ordinary
shares of InspireMD Ltd. were exchanged for optievesrants or other securities convertible int@rercisable for shares of our common stock.

Immediately following the share exchange transastiove transferred all of our pre-share exchangeatipg assets and liabilities to our whotlyned subsidiar
Saguaro Holdings, Inc., a Delaware corporation, teanasferred all of Saguaro Holdings, Inc.’s outdiag capital stock to Lynn Briggs, our then-méjpstockholder and
our former president, chief executive officer, éHieancial officer, secretary-treasurer and sateator, in exchange for the cancellation of 7,800, shares of our
common stock held by Ms. Briggs.

After the share exchange transactions and thetttivesof our pre-share exchange operating asseltsiabilities, we succeeded to the business giiteMD Ltd.
as our sole line of business, and all of our thememnt officers and directors resigned and weréosg by some of the officers and directors of imeyD Ltd.

On June 1, 2012, our board of directors approveltbage in our fiscal year-end from December 31te B0, effective June 30, 2012.
Overview

We are a medical device company focusing on theldpment and commercialization of our proprietdgnsplatform technology, MGuard. MGuard provides
embolic protection in stenting procedures by plg@micronet mesh sleeve over a stent (see phatodpelow of an MGuard stent). Our initial produate marketed for
use mainly in patients with acute coronary syndmmetably acute myocardial infarction (heart &fand saphenous vein graft coronary intervent{bgpass surgery).
According to the TYPHOON STEMI trial (New Englanduinal of Medicine, 2006) and the SOS SVG Triau¢dal of the American College of Cardiology, 2008),
patients with acute myocardial infarction and sayolus vein graft coronary interventions, 7.5% to 4&¥€perience major adverse cardiac events, incluchndiac death,
heart attack and restenting of the artery. Whefopming stenting procedures in patients with a@ae®nary symptoms, interventional cardiologistefadifficult
dilemma in choosing, with the aim of ensuring adeqrotection from distal embolization (the diglethent of particles from the artery wall that réesiri blood clot),
between bare-metal stents, which have a high fatestenosis (formation of new blockages), and erluting (drug-coated) stents, which have a higé o late
thrombosis (formation of clots months or yearsraftglantation), require administration of anti{elket drugs for at least one year post proceduesmnare costly than
bare-metal stents and have additional side effétts.believe that MGuard is a simple and seamlelssisn for these patients. For the six monthseehdune 30, 2012,
our total revenue was approximately $2.1 milliod anr net loss was approximately $7.1 million. @ year ended December 31, 2011, our total revease
approximately $6.0 million and our net loss wasragjmately $14.7 million.

50




MGuard Sleeve — Microscopic View

We intend to study our MGuard technology for usa broad range of coronary related situations ircikvhomplex lesions are required and intend to seehake
it an industry standard for treatment of acute narg syndromes. We believe that patients will biéfiefm a cost-effective alternative which we bebewill prove to have
a superior clinical efficacy and safety profilethather stent technologies. We believe that withdGuard technology, we are well positioned to eyeeais a key player
the global stent market.

We also intend to apply our technology to develdgitonal products used for other vascular procesluspecifically carotid (the arteries that sugpod to the
brain) and peripheral (other arteries) procedures.

In October 2007, our first generation product, M@uard Coronary, received CE Mark approval fortiment of coronary arterial disease in the Europésaion.
CE Mark is a mandatory conformance mark on mangycts marketed in the European Economic Area artiies that a product has met European Union comesu
safety, health or environmental requirements. Wgaheshipping our product to customers in Europiamuary 2008 and have since expanded our glokigbdison
network to Southeast Asia, India, Latin America ¢srdel.

Our initial MGuard Coronary product incorporatestainless steel stent. We replaced this staintes$ glatform with a more advanced cobalt-chromhased
platform, which we refer to as the MGuard Primesi@r of the MGuard Coronary. We believe the nevfpten will prove to be superior because cobalt-chitom stents
are generally known in the industry to provide &etteliverability and possibly even a reductiomiajor adverse cardiac events. In particular, adogrth Jabara, et al.
(“A Third Generation Ultra-thin Strut Cobalt Chrami Stent: Histopathological Evaluation in Porcired@ary Arteries,” Eurolntervention, November 2Q3@)e to its
greater density, cobalt-chromium enables the coatn of stents that have both thinner strutssindlar radial strength as stainless steel, wihhtcker struts. In turn,
Jabara, et al. found that the reduced thickne#fseo§truts provides more flexibility and lower csivgy profiles, thereby reducing the inflammatorgpense and neointimal
thickening, potentially lowering restenosis an@jé&vessel revascularization rates.

The MGuard Prime version of the MGuard Coronargieed CE Mark approval in the European Union indbet 2010 for improving luminal diameter and
providing embolic protection. We believe we can asd leverage the clinical trial results of ouigoral stainless steel based MGuard Coronary to etanir new cobalt-
chromium based MGuard Prime version of the MGuastb@ary.

However, we face a number of challenges to thééurgrowth of our MGuard Coronary and other plankiéliard products. For example, we face competition
from numerous pharmaceutical and biotechnology @mgs in the therapeutics area, as well as corigrefiom academic institutions, government agenaresresearch
institutions. Most of our current and potential gmtitors have, and will continue to have, subsé#dgtgreater financial, technological, research dadelopment,
regulatory and clinical, manufacturing, marketimgl @ales, distribution and personnel resourceswigado. In addition, none of our products is cutiseapproved by the
U.S. Food and Drug Administration. Clinical trizlecessary to support a pre-market approval apjlicat the U.S. Food and Drug Administration for MGuard
products will be expensive and will require theadiiment of a large number of patients, and suitglaligents may be difficult to identify and recrwithich may cause a
delay in the development and commercializationwfproduct candidates. Furthermore, our rightsutoitellectual property with respect to our progucould be
challenged. Based on the prolific litigation thastoccurred in the stent industry and the factwiatay pose a competitive threat to some largeasatidcapitalized
companies that own or control patents relatingeats and their use, manufacture and delivery, eliee that it is possible that one or more thiadties will assert a
patent infringement claim against the manufactuse, or sale of our MGuard products based on ongooe of these patents. Additionally, there is argjrpreference to
use drug-eluting stents in some countries. Ovetastedecade, there has been an increasing tentteneg drug-eluting stents in percutaneous coyangrvention (PCl),
commonly known as angioplasty (a therapeutic progetb treat narrowed coronary arteries of thettfeand in patients with heart disease), with agesate of drug-
eluting stents in PCI approaching 70-80% in somentiies, even though drug-eluting stents do notesfdthrombus management in acute myocardial tidarcAlso, the
use of other bare-metal stents is preferred oveusle of MGuard products in certain circumstansesh as when placing the stent at the entran@de kide branches,
known as “jailing large side branches.”
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Unless otherwise indicated, in this prospectugregfces to MGuard Coronary are to both our ingtiainless steel based MGuard Coronary and our owsrent
cobalt-chromium based MGuard Prime version of tt@udrd Coronary, as applicable.

Business Segment and Geographic Areas

For financial information about our one operatimgl aeportable segment and geographic areas, cefbtanagement’s Discussion and Analysis of Financia
Condition and Results of Operations” and Note Ehtity Wide Disclosures” to our consolidated finemstatements included elsewhere in this prosgectu

Our Industry

According to Fact Sheet No. 310/June 2011 of theldMdealth Organization, approximately 7.3 millipaople worldwide died of coronary heart diseasz0id8.
Physicians and patients may select from amongiatyaf treatments to address coronary artery diseiacluding pharmaceutical therapy, balloon aplgisty, stenting
with bare metal or drugiuting stents, and coronary artery bypass graftguures, with the selection often depending uperstage of the disease. A stent is an expar
“scaffold-like” device, usually constructed of aisess steel material, that is inserted into &rarto expand the inside passage and improve Hload

According to the January 3, 2011 2011 MEDTECH OUTOproduced by BMO Capital Markets, after registgra compounded annual growth rate from 2002
to 2009 of approximately 13%, revenues from théal@oronary stent market is predicted to remdatikely constant, although in volume of stents itharket is
predicted to continue to grow. The growth in voluimidue to the appeal for less invasive percutasmieotonary intervention procedures and advanceshmology
coupled with the increase in the elderly populatmvesity rates and advances in technology.

Coronary artery disease is one of the leading caodeath worldwide. The treatment of coronargrgrtisease includes alternative treatment metlogikes, tha
is, coronary artery bypass grafting or angiopldpgrcutaneous coronary intervention) with or withstenting. According to the January 3, 2011 20 HDMIECH
OUTLOOK produced by the BMO Capital Markets, thegoganeous coronary intervention procedures inmghgtents are increasingly being used to treatneoyoartery
diseases with an 88.3% penetration rate in 2009.

Our Products

The MGuard stent is an embolic protection devicgeldaon a protective sleeve, which is constructédban ultra-thin polymer mesh and wrapped arcined
stent. The protective sleeve is comprised of aanidevel fiber-knitted mesh, engineered in an optigeometric configuration and designed for utnilestbility while
retaining strength characteristics of the fiberemat (see illustration below). The sleeve expaseEmlessly when the stent is deployed, withouttffg the structural
integrity of the stent, and can be securely mountedny type of stent.
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MGuard Deployed in Artery

The protective sleeve is designed to provide séeérdcal benefits:
« the mesh diffuses the pressure and the impactmbgment exerted by the stent on the arterial watl reduces the injury to the vessel;
« the protective sleeve reduces plaque dislodgemrmehbicks debris from entering the bloodstreamrdpand post procedure (called embolic showers);

« in future products, when drug coated, the meskpse&ed to deliver better coverage and uniform diisgibution on the arterial wall and thereforegudially
reduce the dosage of the active ingredient wherpeoad to approved dr-eluting stents on the market; a

« the protective sleeve maintains the standardscohaentional stent and therefore should requitie lio no additional training by physicians.
MGuard — Coronary Applications

Our MGuard Coronary with a bio-stable mesh andptamned MGuard Coronary with a drug-eluting meghamed at the treatment of coronary arterial disea

MGuard Coronary with a bio-stable mesh.

Our first MGuard product, the MGuard Coronary wathio-stable mesh, is comprised of our mesh sleeapped around a stainless steel bare-metal Steet.
current MGuard Prime version of our MGuard Coronaith a bio-stable mesh is comprised of our mesbw# wrapped around a cobalt-chromium bare-megat.dn
comparison to a conventional bare-metal stent, elieve the MGuard Coronary with a bio-stable mestvides protection from embolic showers. Resultsliviical trials
on the MGuard Coronary stent, including the MAGIGAISCIONE and MGuard international registry (iMQ8hical trials described below (see “Business —
Comparison of Clinical Trial Results to Date witkhdrilts Achieved Using Bare Metal or Drug-Elutingr8s in the STEMI population” below), indicate fiv& outcomes
and safety measures. The results of these clitiadd for the MGuard Coronary stent suggest hidéeels of reperfusion, lower rates of 30 day anar major adverse
cardiac events, and high levels of complete STluéso, as compared to the levels and rates ofrdihee-metal and drug-eluting stents. MGuard Carpdamonstrated
high levels of complete ST resolution (occurrenc61% of patients in the MAGICAL study and 90% atipnts in the PISCIONE study for the MGuard Corgreent)
and lower rates of 30 day and 1 year major adveasdiac events (2.4% and 5.9%, respectively, feliGuard Coronary stent), as compared to the laralsrates of
other bare-metal and drug-eluting stents, as regday Svilaas, et. al. (“Thrombus Aspiration durigmary Percutaneous Coronary Interventidwgfv England Journal
Medicine , Volume 358, 2008). As reported in thedgtby Svilaas, et. al., complete ST resolutioruo in 44.2% of patients with a bare-metal st 56.6% of
patients with a bare-metal stent preceded by anatigm procedure, and the 30 day and 1 year nagjuerse cardiac event rates were 9.4% and 20.3¢ectvely, for
patients with a bare-metal stent and 6.8% and 16ré8pectively, for patients with a bare-metal spgaceded by an aspiration procedure. Furthermeselts from a
recent HORIZONS-AMI trial demonstrated that 1 yeeajor adverse cardiac event rates were 10.9% faria with drug eluting stents. Complete ST resoluis the
evidence of a quick and adequate disappearante @ithologic ST elevation in the patient’s elezdrdiogram, which is the clear marker of STEMI. Taster and more
complete the resolution is, the better recoverthefmyocardium and the better prognosis for theepatViaar et. al. (Cardiac death and reinfarcadter 1 year in the
Thrombus Aspiration during Percutaneous coronasriention in Acute myocardial infarction Study (PAS): a 1-year follow-up study, Lancet 2008; 37413-20)
reported that a higher completeST resolution cateslwith lower mortality and/or reinfarction ratemong affected patients (cardiac mortality wag/4lfdr patients with
complete ST resolution compared to 15.3% for p&ierith no ST resolution).
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MGuard Coronary with a drug eluting bio-absorbable mesh. Based upon the clinical profile of MGuard Corgnave anticipate that the MGuard Coronary
with a drug-eluting bio-absorbable mesh will offeith the comparable reperfusion levels and 30-ddylayear major adverse cardiac event rates dél@ward Coronary
with a bio-stable mesh, as described above, andnparative restenosis rate, which is the rate athybatients experience formation of new blockageheir arteries,
when compared to existing drug-eluting stents.snoduct is currently planned, but not yet underetbpment. The bio-absorbability of MGuard Corgnaith a drug
eluting bio-absorbable mesh is intended to imprgwen the bio-absorbability of other drug-elutingrgs, in light of the large surface area of thehmaesd the small
diameter of the fiber. We intend to study whetlner protective sleeve on the MGuard Coronary withugy-eluting bio-absorbable mesh can improve umifdistribution
of the applied drug to the vessel wall for improwedg therapy management compared to other drugiglstents, where the drug is distributed on th&s only. If this
intended result is achieved with respect to therawgd and uniform distribution of the applied ditoghe vessel wall, the total dosage of the meitiogiotentially could
be reduced while increasing its efficacy. MGuardddary with a drug-eluting bio-absorbable meshxjseeted to promote smooth and stable endotheliagimevth and
subsequent attachment to the lumen of the vesdgwach is essential for rapid healing and reagvén addition, we believe bio-absorbable drugtiely mesh may
enable the use of more effective drug therapiesptiesently cannot be effectively coated on a medsked stent due to their poor diffusion capabditiBecause the drug-
eluting bio-absorbable mesh will be bio-absorbabke anticipate that the mesh will completely digeafter four months, which we expect will resalfewer of the
chronic long term side effects that are associaiéuthe presence of the drug.

MGuard — Carotid Applications

We intend to market our mesh sleeve coupled wihlieexpandable stent (a stent that expands withoutdralllilation pressure or need of an inflation batlofor
use in carotid-applications. This product is cutlseander development.We believe that our MGuard design will provide gabsial advantages over existing therapies in
treating carotid artery stenosis (blockage or nairg of the carotid arteries), like conventionatatal stenting and endarterectomy (surgery to resvidockage), given the
superior embolic protection characteristics witeesis coronary arterial disease applications i higk patient populations. We intend that the elicharotection will
result from the mesh sleeve, as it traps embaheit source. In addition, we believe that MGuaeddiid will provide post-procedure protection agaiembolic
dislodgement, which can occur immediately aftea@tid stenting procedure and is often a sourqeosf-procedural strokes in the brain. Schofeal.gt'Late cerebral
embolization after emboli-protected carotid artetignting assessed by sequential diffusion-weigiagnetic resonance imagindgurnal of American College of
Cardiology Cardiovascular Interventiond/olume 1, 2008) have also shown that the majafitthe incidents of embolic showers associatetl wétrotid stenting occur
immediately post-procedure.

MGuard — Peripheral Applications

We intend to market our mesh sleeve coupled wihlieexpandable stent (a stent that expands withoutdralllilation pressure or need of an inflation batlofor
use in peripheral applications. This product isently under developmentPeripheral Artery Disease, also known as peripherstular disease, is usually characterized
by the accumulation of plaque in arteries in thgs)eneed for amputation of affected joints or edeath, when untreated. Peripheral Artery Diseaseated either by
trying to clear the artery of the blockage, or Implanting a stent in the affected area to pustblbekage out of the way of normal blood flow.

As in carotid procedures, peripheral procedureshaeacterized by the necessity of controlling elictshowers both during and post-procedure. Colitigpl
embolic showers is so important in these indicatithrat physicians often use covered stents, atgk@f blocking branching vessels, to ensure émaboli does not fall
into the bloodstream. We believe that our MGuagsigh will provide substantial advantages overtexggherapies in treating peripheral artery stén¢isockage or
narrowing of the peripheral arteries).
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Product Development and Critical Milestones

Below is a list of the products described above @mdprojected critical milestones with respecéamh. As used below, “Q” stands for our fiscalrtpra While
we currently anticipate seeking approval from th8.UFood and Drug Administration for all of our guets in the future, we have only outlined a tirb&tdo seek U.S.
Food and Drug Administration approval for our MGdiforonary plus with bio-stable mesh product in@urent business plan. The use of the term “tddiermined’in
the table below with regard to certain milestomeBdates that the achievements of such milest@esable to be accurately predicted as such milestare too far in the
future.

Start European FDA
Product Indication Development  CE Mark Union Sales  Approval U.S. Sales
MGuard Coronary Plus Bio-Stable Mesh Bypass/ 2005 Oct. 2007 Q1-2008 Q4-2015 2016
Coronary
MGuard Peripheral Plus Bio-Stable Mesh Peripheral Q1-2011 Q4-2012 To be To be To be
Arteries determinec determinec determinec
MGuard Carotid Plus Bio-Stable Mesh Carotid Q1-2011 Q4-2012 To be To be To be
Arteries determinec determinec determinec
MGuard Coronary Plus Bio-Absorbable Drug-Elutingstie Bypass/ To be To be To be To be To be
Coronary determinec determinec determinec determinec determinec

With respect to MGuard Carotid with bio-stable mesh have determined that the expected commencesheates in the European Union cannot be accyratel
predicted since we have delayed the developmetisoproduct until additional funding for its despment is secured.

We anticipate that our MGuard Coronary with bios#amesh will be classified as a Class |ll meddmlice by the U.S. Food and Drug Administration.
Pre-Clinical Studies

We performed laboratory and animal testing prissubmitting an application for CE Mark approval éar MGuard Coronary with bio-stable mesh. We also
performed all CE Mark-required mechanical testifthe stent. We conducted pre-clinical animall$re Harvard and MIT Biomedical Engineering CeB&ET lab in
July 2006 and August 2007. In these animal triadsaverage, the performance of the MGuard Corowithybio-stable mesh was comparable with the perémce of

control bare-metal stents. Analysis also indicdked in these animal trials, the mesh producedi$eof inflammation comparable with those levelsdorced by standard
bare-metal stents. No human trials were condwesguirt of these pre-clinical trials.
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The table below describes our completed and plapredlinical trials. The use of the term “To baateined”in the table below with regard to milestone dai
our pre-clinical studies indicates that we haveymbtdecided when to schedule such milestones.

Stent
Product Platform Approval Requirement Start of Study End of Study
MGuard Coronary Bare-Metal Stent Plus Bio-Stable |CE Mark (European Union + R4Q4-2006 Q3-2007
Mesh of World)

Drug-Eluting Mesh (Bare-Metal |CE Mark (European Union + R{To be determined
Stent Plus Dru-Eluting Mesh) of World)

FDA (U.S.) To be determine To be determine
Cobalt-Chromium Stent Plus Bio- |[FDA Q2-2011 Q2-2012

Stable Mesh

To be determined

MGuard Peripheral/Carotid |Self-Expanding System Plus MesllCE Mark (European Union + R{Q3 2012

Q12013
of World)

With respect to the preclinical studies for MGu@uatonary with a drug eluting bio-absorbable mels ttials have been indefinitely suspended dueito o
determination to focus our time and resources bardtials at this time.

With respect to the preclinical studies for MGuBetipheral/Carotid, the start of study of the &ipending System Plus Mesh trial has been delayad dur
previously announced target due to a delay in eceipt of anticipated funding.
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Clinical Trials

The table below describes our completed and plankeidal trials. The use of the term “To be detared” in the table below with regard to milestatzes in

our clinical trials indicates that we have not getided when to schedule such milestones. Allstolee dates set forth in the table below are ostr éstimates based upon

the current status of each clinical trial.

Stent Clinical Follow-up Study Status
Product  Platform Trial Sites Requirement  Objective
No. of Start End End of
Patients |Enrollment |Enroliment [Study
n Study to
Bare-Metal Stent Plus Bi
'\c"G“ard Stable Germany — two sites 12 months ~ [cvaluate safetyand |, 042006  [04-2007  |Q2-2008
oronary  fu: - performance of MGuar
system
Brazil — one site 12 months 30 Q4-2007 Q1-2008 Q2-2009
Poland— four sites 3 years 60 Q2-2008 Q3-2008 Q2-2009
International MGuard Up to
Observational Study - 12 months 1 %00 Q1-2008 Q4-2013 Q4-2013
worldwide - 50 sites '
Israeli MGuard Observational
Study- Israel- 8 sites 6 months Up to 100|Q2-2008 Q3-2011 Q3-2012
Master randomized control tri
9 countries, 50 centers in Sol 12 months 433 Q2-2011 Q2-2012 Q2-2013
lAmerica, Europe and Isra
Brazil Observational Study 25/, b o Up to 500|Q3-2010 Tobe Tobe
sites determinec |determinec
Pilot study to
. evaluate safety and
El?tpc‘)fsbugy - 70sites, US.anh 5 honths  [performance of 1100 |01-2013  |02-2014  |03-2015
= MGuard system for FD
approval
12 months Pilot study to
Drug-Eluting Stent (Bare{ . evaluate safety and
Metal Stent + Drug ElutinSOUth AR performance of 500 1o be - [io be q [io be q
Mesh) and Europe — 10 sites MGuard system for FD determined |determined |determined
and CE Mark approvi
. 12 months To be To be To be
U.S. - 50 sites 2,000 determinec |determinec |determinec
Rest of World as an 12 months to 3 gxglggitglm%?fg% cifila00 To be To be To be
Observational Study lyears and etlicacy P determined |determined |determined
|indications
Study Status
Stent Clinical Follow-up No. of Start End
Product Platform Trial Sites Requirement Objective Patients Enrollment Enrollment End of Study
Pilot study to
- " evaluate safety and
MPC;; L;iarr?eral geggsépfﬁg;% Eglrgh STgbizﬁgg 12 months performance of MGuard system for|50 To be To be To be
P y P CE Mark approval determined |determined [determined
Evaluation of safety and efficacy fo
Self-Expanding  |Rest of World as a specific indications post-marketing
MGuard Svstem + Mesh  lredistry stud 9 months 150 To be To be To be
Carotid y gistry y determined |determined [determined
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Each of the patient numbers and study dates gétifothe tables above are management’s best dstishshe timing and scope of each referenced téaitual
dates and patient numbers may vary depending amaer of factors, including, without limitation gdback from reviewing regulatory authorities, uig@pated delays
by us, regulatory authorities or third party cootoas, actual funding for the trials at the timetrédl initiation and initial trial results.

The MGuard Coronary clinical trials for the drugHahg stent have been delayed from our previoushoanced target due to a delay in our receipt b€ipated
funding.

With respect to the MGuard Peripheral clinicalltfta the self-expanding system plus mesh, the si@e has been delayed from our previously anredistart
date due to a delay in our receipt of anticipatediing.

With respect to the MGuard Carotid clinical triaf the self-expanding system plus mesh, the nuwifgeatients has been decreased due to feedbackliem
clinical trial leaders that a smaller patient p@pigin would be sufficient for this clinical trial.

Completed Clinical Trials for MGuard Coronary Bar&4etal Stent Plus Bio-Stable Mesh

As shown in the table above, we have completecttblirical trials with respect to our MGuard Corpnwith bio-stable mesh. Our first study, condadcae two
centers in Germany, included 41 patients with eitfa@henous vein graft coronary interventions diveaoronary lesions treatable by a stenting plaoe (blockages
where no bypass procedure was performed). The Mi3Daronary rate of device success, meaning tim stes successfully deployed in the target lesias 100% and
the rate of procedural success, meaning there neeneajor adverse cardiac events prior to hospisghdirge, was 95.1%. At six months, only one pati2.5% of
participants) had major myocardial infarction (QWMhd 19.5% of participants had target vessel mitaszation (an invasive procedure required dua $tenosis in the
same vessel treated in the study). This data stgpptisuard Coronary’s safety in the treatment oh\grafts and native coronary legions.

Our 2007 study in Brazil included 30 patients wherevcandidates for a percutaneous coronary inteovetangioplasty) due to narrowing of a nativear@ry
artery or a bypass graft. In all patients, thetsteas successfully deployed with perfect blood flpavameters (the blood flow parameter is a measnmeof how fast the
blood flows in the arteries and the micro circ@atsystem in the heart). There were no major careNants at the time of the followp 30 days after the deployment of
stents.

The MAGICAL study, which was conduct in Poland,lirded 60 patients with acute ST-segment elevatipocardial infarction (the most severe form of arhea
attack, referred to as “STEMI”). The purpose & gudy was to evaluate the clinical performanckelGuard Coronary with bigtable mesh when used in STEMI patie
where percutaneous coronary intervention is thmany line of therapy. Perfect blood flow in théeay was achieved in 90% of patients, perfect blitod into the heart
muscle was achieved in 73% of patients and compésteration of electrocardiogram normality wasiewbd in 61% of patients. The total major adverseliac events
rate during the six-month period following the dgphent of the stents was 0% and after a threepe@od was 10.5%.

Ongoing Clinical Trials for MGuard Coronary Bare-Mt&l Stent Plus Bio-Stable Mesh

Our ongoing observation study in Europe is an apgrstry launched in the first fiscal quarter oD20 This registry is expected to enroll up to D,@atients and
is aimed at evaluating the performance of MGuartb@ary with bio-stable mesh in a “real world” popiibn. To date, the primary countries to join atestia, Czech
Republic and Hungary. The primary endpoint that tegistry will evaluate is the occurrence of madverse cardiac events at six months followindalepent of the
stent, and the clinical followp will continue for a period of up to one year patient. As of September 1, 2012, 548 patiente®prospective 1,000 have been enrolle
19 sites.

Our ongoing observational study in Israel is anmopgistry launched in the fourth fiscal quarte2009. This registry is expected to enroll up®0 1
patients. The purpose of this study is to suploadl Israeli regulatory approval. The primary eoitp that this registry will evaluate is the ocamce of major adverse
cardiac events at 30 days following deploymenhefgtent, and the clinical follow-up will be conteet at six months following deployment of the stéxg September 1,
2012, 86 patients of the prospective 100 have beesiled.
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In the third fiscal quarter of 2010, we launcheBrazilian registry to run in 25 Brazilian sites agwroll 500 patients. The primary endpoint thas tieigistry will
evaluate is the occurrence of major adverse camliants at six months following the deploymenthef stent, and the clinical follow-up will contine a period of up to
one year per patient. As of September 1, 201pa®iénts of the prospective 500 have been enrolled.

In the second quarter of 2011, we began the MGigardcute ST Elevation Reperfusion Trial (MASTERiAT, a prospective, randomized study in Europeyts
America and Israel to compare the MGuard Corontaytsvith commercially-approved bare-metal and ezliding stents in achieving better myocardial régson (the
restoration of blood flow) in primary angioplasty the treatment of acute STEMI. The MASTER Triatalled 433 subjects, 50% of whom were treated aittMGuard
Coronary stent and 50% of whom were treated witbramercially-approved bare-metal or drug-elutirenstThe study was designed to evaluate the MGDardnary
embolic protection stent compared to commerciaflpraved bare metal or drug-eluting stents in haack patients undergoing primary percutaneousnzoy
intervention. On August 17, 2012, we were advised the MASTER Trial demonstrated a positive outedar the MGuard Coronary in treating acute STENiew
compared to commercially-approved bare metal og-@duting stents. We expect detailed results ofthey will be released in October 2012.

Comparison of Clinical Trial Results to Date with Results Achieved Using Bare Metal or Drug-Eluting Stnts in the STEMI Population From Non-Comparative
Study and Pooled Data.

We conducted a meta-analysis of data from fouiadirtrials in which MGuard Coronary was used:

« The MAGICAL study, a single arm study in which &ute ST-segment elevation myocardial infarctibe (host severe form of a heart attack, referresto
STEMI) patients with less than 12 hours symptonebmgere enrolled, as reported in “Mesh CoveredtSte8T-segment Elevation Myocardial Infarction” in
Eurolnterventior, 2010;

« the PISCIONE study, a single arm study in which S0&EMI patients were enrolled, as reported in “Nbelhtre Experience with MGuard Net Protective
Stent in S-elevation Myocardial Infarction: Safety, Feasililiand Impact on Myocardial Reperfus” in Catheter Cardiovasc Intel, 2009;

- the IMOS study, a Registry on MGuard Coronary usthé “real-world” population, from a study whossta was not published; and

« the Jain study, which looks at a small group oS8FEMI patients, as reported in “Prevention of Thboars Embolization during Primary Percutaneous
Intervention Using a Novel Mesh Covered £" in Catheter Cardiovasc Inter, 2009.

Our meta-analysis included data from the followinagls:

« The CADILLAC (Controlled Abciximab and Device Inu@mtion to Lower Late Angioplasty Complicationsydy, which found that primary stent
implantation is a preferred strategy for the treaitrof acute myocardial infarction, as reportetiArProspective, Multicenter, International RandordiZeial
Comparing Four Reperfusion Strategies in Acute Mydial Infarction: Principal Report of the Conteall Abciximab and Device Investigation to Lower Late
Angioplasty Complications (CADILLAC" Trial in Journal of American College of Cardiolo, 2001,

« The EXPORT trial which was a randomized open-laelly whose primary endpoint was to evaluate flewrovement in AMI patients using either
conventional stenting or aspiration followed bynsitey, as reported in “Systematic Primary Aspimatio Acute Myocardial Percutaneous Intervention: A
Multicentre Randomised Controlled Trial of the Erpaspiration Cathet( in Eurolnterventior, 2008;

« The EXPIRA trial which was a single-center studyed to explore pre-treatment with manual thrombegtas compared to conventional stenting, as
reported in “Thrombus Aspiration During Primary 8@aneous Coronary Intervention Improves Myocamigerfusion and Reduces Infarct Size: The
EXPIRA (Thrombectomy with Export Catheter in Infarelated Artery During Primary Percutaneous Corgiiatervention) Prospective, Randomized Trial”
in Journal of American College of Cardiolo, 2009;
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- The REMEDIA trial, whose objective was to assessstiifety and efficacy of the EXPORT catheter foorifbus aspiration in STEMI patients, as reported in
“Manual Thrombus-Aspiration Improves Myocardial Refpsion: The Randomized Evaluation of the Effédlechanical Reduction of Distal Embolization
by Thrombu-Aspiration in Primary and Rescue Angioplasty (REMEPTrial” in Journal of American College of Cardiolo, 2005;

« The Horizons-AMI (Harmonizing Outcomes with RevdaciZatiON and Stents in Acute MI), which is thedast randomized trial which compared DES to
BMS in MI patients, as reported in “Paclitaxel-Hhgt Stents Versus Bare-Metal Stents in Acute Mydieinfarction” inNew England Journal of Medicine
2009; and

« The TAPAS Trial which showed that thrombus asparatiefore stenting benefits Ml patients, as repbineéThrombus Aspiration During Primary
Percutaneous Coronary Interven” in New England Journal of Medicir, 2009.

The non-randomized, pooled data analysis of MG@am@nary outcomes in STEMI population show comparadites of thrombolysis in myocardial infarction
(TIMI) 3 flow with no significant difference of theistorical control as compared to MGuard Coror(88/5% and 91.7%, respectively), while the ratesipbcardial blusl
grade score 3 (37.3% for the historical control 8h®% for MGuard Coronary) and ST segment resmiaf 0% (53.6% for the historical control and 79 fo¥oMGuard
Coronary) are significantly better with the MGu&dronary. MGuard Coronary also appears consistentberior at the 30 days major adverse cardiacté8et?o for the
historical control and 2.4% for MGuard Coronaryyidnyear major adverse cardiac event (13.3% fohisterical control and 5.9% for MGuard Coronargjlpoints. The
data appears in the following tables.

NAME OF STUDY

MAGICAL PISCIONE iMOS Jain Average

Number of Patient 60 100 203 51 414 (Total)
Thrombolysis in myocardial infarctior-1,% 0 0 1.2 0 0.6
[Thrombolysis in myocardial infarction 3, 90 85 93.5 100 91.7
Myocardial blush grade-1,% 3.3 0 — — 1.2
Myocardial blush grade 3,' 73 90 80 — 81.6

ST segment resolution>70%, 61 90 — — 79.1

ST segment resolution>50%, 88 — 85.4 96 87.6

30 day major adverse cardiac even 0 2.2 3.2 — 2.4

6 month major adverse cardiac event 0 4.5 6.0 — 4.6

1 year major adverse cardiac event — 5.6 6.0 6.0 5.9

1 year target vessel revascularizai — 2.3 2.3 6.0 2.8
IAcute Binary Resteonosis 6M, — — 19.0* — 19.0

[THREE YEAR FOLLOW UP STUDIES
NAME OF STUDY

MAGICAL PISCIONE iMOS Jain Average
Number of Patient 57 out of 6C 89 — — —
Cardiac death at 3 7% 2.2% — — —
Non Cardiac death at 3 1.8% 6.8% — — —
Re-MI at 3Y 0% 7.9% — — —
TLR at 3Y 1.8% Not Reportec — — —
TVR at 3Y Include TLF 3.6% 4.5% — — —
Stroke 1.8% Not Reportec — — —
Stent thrombosis Definite / Probal 0% 2.2% — — —
MACE (Cardiac death, F-MI, TLR) 8.8% 10.1% — — —
MACCE (All death, target vessel MI, TVR, Strok 10.5% Not Reportec — — —
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. Horizons{Horizons Historical Level of
Trial CADILLAC TAPAS |TAPAYEXPORTEXPORTEXPIRA EXPIRA|REMEDIA|REMEDIA| - IMGuard..~ ..
AMI AMI compariso Significanc

Group At? é&?&;b BMS DES ;2;?25; control| control TA control ;:L?P;Egr ;2;?:;?3; control | Average|Averagd
Number of 5124 414
Patients 524 749 2257 535 536 129 120 87 88 50 49 (total) | (total)
Thrombolysis in
myocardial — — — — — 3.9 2.4 11 0 — — 2.1 0.6
infarction (-1,%
Thrombolysis in
myocardial 96.9 87.6 89.8 86 82.5 76.9 82 — — — — 88.5 91.7
infarction 3,%
Myocardial blush) g 7 — — 171 | 263 | 316 | 276 | 402 | 114 32 55.1 35.2 1.2 *
grade \-1,%
Myocardial blush -
grade 3.% 17.4 — — 457 32.2 25.4 35.8 — — — — 37.3 81.6
ST segment
resolution>70% 9 62 — — 56.6 44.2 — — 39.1 63.6 58 36.7 53.6 79.1
ST segment
resolution>50%,9 _ _ _ _ _ e < _ _ _ _ e ik
30 day major
adverse cardiac 4.4 — — 6.8 9.4 — — — — 10 10.2 8.4 2.4 *x
event,%
6 month major
adverse cardiac 10.2 — — — — — — — — — — 10.2 4.6
events,%
1 year major
adverse cardiac — 13.1 10.9 16.6 20.3 — — — — — — 13.3 5.9 *
events,%
Acute Binary
Resteonosis 6 20.8 — — — — — — — — — — 20.8 19.0
month,%
1 year target
vessel — 7.4 4.6 12.9 11.2 — — — — — — — —
revascularizatiol
Acute Binary
Resteonosis 1 — 21 8.3 — — — — — — — — 115 —
year,%

Future Clinical Trials for MGuard Coronary

We anticipate that additional studies will be cortéd to meet registration requirements in key agesitparticularly the U.S. We have currently beigg about
$15 million for the U.S. Food and Drug Administaatitrial, which amount may change based on thé @iesign of the study that is approved by the B&d and Drug
Administration. We expect that post-marketinglériaill be conducted to further evaluate the sataty efficacy of the MGuard Coronary with bio-sebiesh in specific
indications. These trials will be designed to lftatie market acceptance and expand the use qrtahict.

We also plan to conduct a large clinical studyWJo. Food and Drug Administration approval in th&UWe expect that this study will be a prospective
multicenter, randomized clinical trial. Its primasbjective will be to compare the safety and tHeativeness of the MGuard Coronary stent in thatinent of de novo
stenotic lesions in coronary arteries in patiemdargoing primary revascularization (a surgicakcpdure for the provision of a new, additional, egmented blood supply
to the heart) due to acute myocardial infarctiothwurrently approved bare metal stents and drutingl stents. We expect total enroliment of apprately 1,100
subjects, at up to 70 sites throughout the U.S.Eamdpe. The combined primary endpoint of this gtisdntended to demonstrate the MGuard Coronamt'st superiority
in the occurrence of myocardial reperfusion, whicheasured by restoration of ST segment resolatigneater than 70%, and its non-inferiority ie thccurrence of
target vessel failure (a composite endpoint of ie@rdeath, reoccurrence of a heart attack andehd for a future invasive procedure to correctawing of the coronary
artery), as compared to other stents. This studypected to start in the first quarter of 2013] te enrollment phase is expected to last 18 nsoltte expect that
subjects will be followed for 12 months with asseests at 30 days, 6 months and 12 months, witrographic subgroup analysis occurring after thé idonth. This
plan is tentative, and is subject to change toamwnfwith U.S. Food and Drug Administration regwas and requirements.

61




In other countries outside of the U.S., we belithat we generally will be able to rely upon the KBrk approval of the product, as well as the rasoitthe U.S.
Food and Drug Administration trial and MASTER Tralorder to obtain local approvals.

Growth Strategy

Our primary business objective is to utilize oungmietary technology to become the industry stash@iar treatment of acute coronary syndromes arptdweide a superior
solution to the common acute problems caused hggustenting procedures, such as restenosis, enghaiwers and late thrombosis. We are pursuiaddtowing
business strategies in order to achieve this abgect

«  Successfully commercialize MGuard Coronary with bi-stable mesh We have begun commercialization of MGuard Corgnéth a bio-stable mesh in
Europe, Russia, Asia and Latin America throughdistributor network and we are aggressively purgaidditional registrations and contracts in other
countries such as Canada, South Korea, Belgiumcamadin smaller countries in Latin America. Bg time we begin marketing this product in the Uu&,
expect to have introduced the MGuard Coronary telclyy to clinics and interventional cardiologistsand the world, and to have fostered brand name
recognition and widespread adoption of MGuard CargnWe plan to accomplish this by participatinghational and international conferences, conducting
and sponsoring clinical trials, publishing articiescientific journals, holding local training s&ns and conducting electronic media campai

« Successfully develop the next generation of MGuarstents. While we market our MGuard Coronary with bio-$éaimesh, we intend to develop the
MGuard Coronary with a drug-eluting mesh. We dse aorking on our MGuard stents for peripheral aadbtid, for which we expect to have CE Mark
approval by the first quarter of 2013. In additiare released our cobalt-chromium version of MGu@odonary, MGuard Prime, in 2010, which we
anticipate will replace the original stainless btsed version of MGuard Coronary over the newtyears.

« Continue to leverage MGuard technology to developdalitional applications for interventional cardiologists and vascular surgeons.In addition to the
applications described above, we believe that Wieewentually be able to utilize our proprietargheology to address imminent market needs for new
product innovations to significantly improve pat®rcare. We have secured intellectual propertygieur mesh technology in the areas of brain asevr
treating bifurcated blood vessels and a new conufeghistal protective devices. We believe thesaahave large growth potential given, in our vithat
present solutions are far from satisfactory, amdets a significant demand for better patient.cak believe that our patents can be put intotfpaand tha
they will drive our growth at a later sta¢
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«  Work with world -renowned physicians to build awareness and brand cegnition of MGuard portfolio of products. We intend to work closely with
leading cardiologists to evaluate and ensure tfieaefy and safety of our products. We intend gmahe of these prominent physicians will serve an ou
Scientific Advisory Board, which is our advisorymmittee that advises our board of directors, amdctinical trials with the MGuard Coronary stemile
believe these individuals, once convinced of theudr@ Coronary stent’s appeal, will be invaluablsetsin facilitating the widespread adoption of the
stent. In addition, we plan to look to these calaliists to generate and publish scientific datéhenuse of our products, and to present theiirigglat
various conferences they attend. Dr. Gregg W.&tdimector of Cardiovascular Research and Edutatidhe Center for Interventional Vascular Therapy
New York Presbyterian Hospital/Columbia Universifedical Center and the -director of Medical Research and Education at Thadiovascular Research
Foundation is the study chairman for the MASTERaITriDr. Donald Cutlip, Executive Director of Claal Investigation at the Harvard Clinical Research
Institute, will provide scientific leadership ofethJ.S. Food and Drug Administration trials and Stoone will act as principal investigator. On Oa&p#,
2011, InspireMD Ltd., our wholly-owned subsidiaentered into a clinical trial services agreemenhwarvard Clinical Research Institute, Inc., parsito
which Harvard Clinical Research Institute, Inc.lwdnduct a study entitled “MASTER Il - MGuard St&8ystem Clinical Trial in Patients with Acute
Myocardial Infarction” on our behalf. We will payafvard Clinical Research Institute, Inc., Cardic&ach Foundations (CRF), as a core laboratory, and
MedPass International, as our European monitoniogm an estimated aggregate fee of approximatdyndillion for conducting the study, subject to
adjustment dependent upon changes in the scopeatine of the study, as well as other costs todberchined by the partie

« Continue to protect and expand our portfolio of paents. Our patents and their protection are critical to success. We have filed nine separate patents
for our MGuard technology in Canada, China, Eurdgmael, India, South Africa and the U.S. We badi¢hese patents cover all of our existing produastsl
can be useful for future technology. We intenddatinue patenting new technology as it is devalppad to actively pursue any infringement upon our
patents. To date, we have secured patent prateatieach of the U.S., South Africa and China foe patent. See “Business — Intellectual Property —
Patent”).

As noted above, we previously filed patents for @uard technology in China, as part of our intehdeowth strategy. However, upon further consitienaof
the cost and resources required to achieve patetgqgtion in China, we elected to prioritize ourguit of growth opportunities in other countrieslaas such, have ceased
our growth efforts in China for the current timeipd. We intend to reevaluate our strategy towaaamercialization of our MGuard technology in Ghin the future.

Competition

The stent industry is highly competitive. The baretal stent and the drug-eluting stent markethénU.S. and Europe are dominated by Abbott Laboes,
Boston Scientific Corporation, Johnson & Johnsod liedtronic, Inc. Due to ongoing consolidationtie industry, there are high barriers to entry foak manufacturers
in both the European and the U.S. markets. Howevebelieve that the European market is somewloa¢ fnagmented, and small competitors appear atgain market
share with greater ease.

In the future, we believe that physicians will lomknext-generation stent technology to competh wiisting therapies. These new technologieslikély
include bio-absorbable stents, stents that ar@risable for different lesion lengths, stents floatis on treating bifurcated lesions, and stents superior polymer and
drug coatings. Some of the companies developimgstents are The Sorin Group, Xtent, Inc., CinvanthG, OrbusNeich, Biotronik SE & Co. KG, Svelte dleal
Systems, Inc., Reva Inc. and Stentys SA, among®thEo address current issues with drug-elutiegtst The Sorin Group and Cinvention AG have deacstents that
do not require a polymer coating for drug delivehgreby expanding the types of drugs that carskd on their respective stents. OrbusNeich ha®ssield the problem
differently, developing a stent coated with anlamdly designed to eliminate the need for any druglatXtent, Inc. has been concentrating on atgteat can be
customized to fit different sized lesions, so asltminate the need for multiple stents in a singlecedure. Biotronik SE & Co. KG is currently @&ping bio-absorbable
stent technologies, and Abbott Laboratories isesly developing a bio-absorbable drug-eluting tst@fhese are just a few of the many companies wgro improve
stenting procedures in the future as the portfoliavailable stent technologies rapidly increas&s the market moves towards next-generation stgnéchnologies,
minimally invasive procedures should become moaiecéfe, driving the growth of the market in theute. We plan to continue our research and dewedop efforts in
order to be at the forefront of the acute myocéidfarction solutions.
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According to the January 3, 2011 2011 MEDTECH OUTOproduced by the BMO Capital Markets, the worldevstent market is dominated by four major
players, with a combined total market share of axipnately 96%. Within the bare metal stent market drug-eluting stent market, the top four compsihiave
approximately 92% and 98% of the market share gasgely. These four companies are Abbott LaborespiBoston Scientific Corporation, Johnson & Jaimand
Medtronic, Inc. To date, our sales are not sigaiit enough to register in market share. As swoh of the challenges we face to the further gravitGuard is the
competition from numerous pharmaceutical and blotelbgy companies in the therapeutics area, asasalbmpetition from academic institutions, goveentragencies
and research institutions. Most of our current potgntial competitors, including but not limitedthose listed above, have, and will continue teehaubstantially greater
financial, technological, research and developnregflatory and clinical, manufacturing, marketargl sales, distribution and personnel resourceswieado.

In addition to the challenges from our competitors,face challenges related specifically to oudpats. None of our products is currently approbvedhe U.S.
Food and Drug Administration. Clinical trials nesary to support a pre-market approval applicatidhe U.S. Food and Drug Administration for our ied products
will be expensive and will require the enrolimeftaidarge number of patients, and suitable patiereg be difficult to identify and recruit, which mmaause a delay in the
development and commercialization of our producidédates. Furthermore, our rights to our intellatproperty with respect to our products could¢hballenged. Based
on the prolific litigation that has occurred in thtent industry and the fact that we may pose gpetitive threat to some large and well-capitalizechpanies that own or
control patents relating to stents and their usmufacture and delivery, we believe that it is faeshat one or more third parties will asseriaéept infringement claim
against the manufacture, use or sale of our MGparducts based on one or more of these patents.

We note that an additional challenge facing oudpots comes from drug-eluting stents. Over thedastde, there has been an increasing tendensg trug-
eluting stents in percutaneous coronary intervanRCl), with a usage rate of drug-eluting stentBCI approaching 70-80% in some countries, eveuagh drug-eluting
stents do not address thrombus management in myateardial infarction. A recent HORIZONS-AMI trighat compared drug-eluting stents to baretal stents in STEN
patients failed to show any benefit of drug-elutatgnts as compared to bare-metal stents withdegasafety (death, nefarction, stroke, or stent thrombosis), but shod'
the 1 year target vessel revascularization (TLR) far drug-eluting stent patients was only 4.6%¢campared to 7.4% for patients with bare-metaitstéHowever, based
on data from over 350 patients across three clitiizds, the TLR rate for MGuard Coronary was 2.8%his data is comprised of: (i) a TLR rate 0of%.8r a 100-patient
study, as reported in “Multicentre Experience wituard Net Protective Stent in ST-elevation Myodéarthfarction: Safety, Feasibility, and Impact klyocardial
Reperfusion” inCatheter Cardiovasc Intery2009; (ii) a TLR rate of 2.3% for a sub-group268 STEMI patients from the International MGuards@tvational Study; and
(iii) a TLR rate of 6.0% for a group of 51 heartaak patients, as reported in “Prevention of ThramBmbolization during Primary Percutaneous Intetiee Using a
Novel Mesh Covered Ste” in Catheter Cardiovasc Intery2009).

Another challenge facing the MGuard products i$ gi@cing the stent at the entrance to large sidadhes, known as jailing large side branchesptis n
recommended with the MGuard Coronary stent, bectnegse is a risk of thrombosis. Jailing requiresttieed to cross the stent with guidewire and tateran opening
with the balloon to allow proper flow, which can &ehieved with lower risk by using other bare-metehts.

Research and Development Expenses

During each of the six months ended June 30, 28 2le twelve months ended December 31, 2011, a6d@009, we spent approximately $2.6 million, $2.5
million, $1.3 million and $1.3 million, respectiyelon research and development.

Sales and Marketing
Sales and Marketing
In October 2007, MGuard Coronary with a bio-stahlesh received CE Mark approval in the European tjraad shortly thereafter was commercially launched

in Europe through local distributors. We are atsnegotiations with additional distributors in Bpe, Asia and Latin America and are currently sglbur MGuard
Coronary with a bio-stable mesh in more than 3thties.
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Until U.S. Food and Drug Administration approvaloeir MGuard Coronary with a bio-stable mesh, whighare targeting for 2015, we plan to focus our
marketing efforts primarily on Europe, Asia andihadmerica. Within Europe, we have focused on retgkvith established healthcare reimbursement fooal
governments such as Russia, Italy, Germany, Fr&m®ce, Austria, Hungary, Poland, Slovenia, CEspublic and Slovakia.

In addition to utilizing local and regional distuitor networks, we are using international tradeashand industry conferences to gain market expcsotebrand
recognition. We plan to work with leading physitao enhance our marketing efforts. As salesmelincreases, we may engage in direct sales iaicgeographic
markets.

Product Positioning

The MGuard Coronary has initially penetrated thekaiby entering market segments with indicatidra present high risks of embolic dislodgementahbigt
acute myocardial infarction and saphenous veirt g@bnary interventions. The market penetratiothefMGuard Coronary in 2011 was minimal, with ks@es in the
twelve months ended December 31, 2011 of approrimn&6 million representing less than 1% of thaltsales of the acute myocardial infarction sohgimarket and tk
market penetration for the six months ended Jup@@I2 was also minimal, with total sales in thersbnths ended June 30, 2012 of approximately S@&libn
representing less than 1% of the total sales o&tiute myocardial infarction solutions market.

When performing stenting procedures in patients widute coronary symptoms, interventional cardistsgace a difficult dilemma in choosing betweeamned
metal stents, which have a high rate of restenasis drug-eluting stents, which have a high ratetef stent thrombosis, require administrationrdgf-platelet drugs for at
least one year post procedure and are more cbstiyliare-metal stents. We are marketing our prattechnology, MGuard Coronary, as a superior as effective
solution to these currently unmet needs of intetieeal cardiologists. We believe our MGuard Comyrtachnology is clinically superior to bare-medténts because it
provides embolic protection during and post-procediWe believe our MGuard Coronary technologylirsaally superior to drug-eluting stents, due t®lbwer stent
thrombosis rate and protection from embolic showderring and post-procedure.

In addition to the advantages of the MGuard Corpteehnology that we believe to exist, the MGuaaoidbary technology maintains the deliverabilitygssing
profile, and dilatation pressure of a conventisstaht, and interventional cardiologists do not havendergo any training before utilizing the produ

Insurance Reimbursement

In most countries, a significant portion of a patie medical expenses is covered by third-partyopsy Third-party payors can include both governnfiended
insurance programs and private insurance prograiftsle each payor develops and maintains its owe@ge and reimbursement policies, the vast mgjofipayors
have similarly established policies. All of the M&d products sold to date have been designedaietet in such a way as to facilitate the utilmatf existing
reimbursement codes, and we intend to continues$ad and label our products in a manner consistéhtthis goal.

While most countries have established reimbursew@ates for stenting procedures, certain countrigg maquire additional clinical data before recogmgz
coverage and reimbursement for the MGuard prodhrdts order to obtain a higher reimbursement pricethese situations, we intend to complete tlygired clinical
studies to obtain reimbursement approval in coestwhere it makes economic sense to do so.

In the U.S., once the MGuard Coronary with bio-&abesh is approved by the U.S. Food and Drug Adtnation, it will be eligible for reimbursemenbfn the
Centers for Medicare and Medicaid Services, whafiesas a benchmark for all reimbursement codelsileihere is no guarantee these codes will nohgbaver time,
we believe that the MGuard Coronary will be eligiliér reimbursement through both governmental healt agencies and most private insurance agendies U.S.
once it is approved by the U.S. Food and Drug Adstriation.
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Intellectual Property
Patents

We have filed nine patent applications in the Wigluding one that is still in the Patent CooperafTreaty international phase) covering aspectsuoMGuard
technology. We have filed corresponding patentiappbns in Canada, China, Europe, Israel, Indd®outh Africa, for an aggregate total of 35 patemtd pending
applications. These patents cover percutaneouapheknitted stent jackets, stent and filter asdm®hin vivo filter assembly, optimized stent jatk stent apparatuses
treatment via body lumens and methods of use, afgrdaratuses for treatment via body lumens andodstof manufacture and use, and stent apparatusgsdtment of
body lumens, among others. In lay terms, thesenpmgenerally cover three parts of our producesntiesh sleeve, with and without a drug, the prododtthe delivery
mechanism of the stent. On October 27, 2010, atarp application pertaining to “stent apparatusreatment via body lumens and method of use”t8Africa patent
application 2007/10751, was issued as South Afratent 2007/10751. On October 25, 2011, our patgpifcation pertaining to “in vivo filter assembjyJ.S. patent
application 11/582,354, was issued as U.S. PateaB&23. On June 13, 2012, our patent applicg@taining to “filter assemblies”, China patenpkgation
Z1.200780046659.9, was issued as China patent ZLE2WD16659.9. None of the other patents has beenegrémdate. We believe these patents, once issukdover
all of our existing products and be useful for fettechnology. We also believe that the patentbawe filed, in particular those covering the usa knitted micron-level
mesh sleeve over a stent for various indicatiomldvcreate a significant barrier for another compseeking to use similar technology.

To date, we are not aware of other companies tna patent rights to a micron fiber, releasablétédifiber sleeve over a stent. However, largette funded
competitors own patents relating to the use of sltogreat restenosis, stent architecture, cath&gateliver stents, and stent manufacturing amdirmg processes as well
general delivery mechanism patents like rapid emghaStent manufacturers have historically engagsaynificant litigation, and we could be subjéziclaims of
infringement of intellectual property from one oora competitors. Although we believe that any stleims would be un-founded, such litigation wouidedtt attention
and resources away from the development of MGuards Other manufacturers may also challengetkebectual property that we own, or may own ie foture. We
may be forced into litigation to uphold the validdf the claims in our patent portfolio, an uncertand costly process.

Trademarks

We use the InspireMD and MGuard trademarks. We hegistered these trademarks in Europe. The tradesnaae renewable indefinitely, so long as we curi
to use the mark in Europe and make the approfiiaigs when required.

Government Regulation

The manufacture and sale of our products are sutgji@egulation by numerous governmental autha;itiincipally the European Union CE Mark, the Ur8od
and Drug Administration and other correspondin@ifpm agencies.

Sales of medical devices outside the U.S. are sutgjdoreign regulatory requirements that varyelydfrom country to country. These laws and redotet range
from simple product registration requirements imsaountries to complex clearance and productiotrels in others. As a result, the processes ane fieriods required
to obtain foreign marketing approval may be longreshorter than those necessary to obtain U.S. Boddrug Administration market authorization. Téd#fferences
may affect the efficiency and timeliness of inteim@al market introduction of our products. For nwies in the European Union, medical devices mlisgilay a CE Mark
before they may be imported or sold. In orderkitam and maintain the CE Mark, we must comply wlith Medical Device Directive 93/42/EEC and passiral and
annual facilities audit inspections to ISO 134&msdards by an European Union inspection agencyh&Ve obtained ISO 13485 quality system certificatiad the
products we currently distribute into the Europekmion display the required CE Mark. In order to ntain certification, we are required to pass anfaglities audit
inspections conducted by European Union inspectors.
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As noted below, we currently have distribution &gnents for our products with distributors in thiédwing countries: Italy, Germany, Austria, Czech®blic,
Slovakia, France, Slovenia, Greece, Cyprus, Pot@gain, Poland, Hungary, Estonia, Lithuania, iheaUnited Kingdom, Holland, Russia, Latvia, Bta@hile, Costa
Rica, Mexico, Argentina, Colombia, India, Sri Lani@outh Africa, Pakistan, Israel, Uruguay, Veneaukkland, Belarus and Egypt. We are subject t@gonental
regulation in each of these countries and we ar@ewnitted to sell all of our products in eachta#se countries. While each of the European Uniember countries
accepts the CE Mark as its sole requirement foketenrg approval, some of these countries still hequs to take additional steps in order to gaimbeirsement rights for
our products. Furthermore, while we believe thaheaf the above-listed countries that is not a mamalh the European Union accepts the CE Mark gwiitsary
requirement for marketing approval, each such eguetjuires additional regulatory requirementsffioal marketing approval of the MGuard Prime vensad the MGuar
Coronary. Additionally, in Canada, we are requit@gass annual facilities audit inspections permrhy Canadian inspectors. Furthermore, we aremwtlyrtargeting
additional countries in Europe, Asia, and Latin Aice We believe that each country that we areetimg also accepts the CE Mark as its primary reguent for
marketing approval. We intend that the resulthefMASTER Trial will satisfy any additional goveremtal regulatory requirements in each of the céesiiwhere we
currently distribute our products and in any coiestthat we are currently targeting for expansibowever, even if all governmental regulatory regmients are satisfied
in each such country, we anticipate that obtaimmagketing approval in each country could take asde three months or as many as twelve monthstadile nature of
the approval process in each individual countrgluding typical wait times for application processiand review, as discussed in greater detail helow

The MGuard Prime version of the MGuard Coronargieed CE Mark approval in the European Union indber 2010 and marketing approval in Israel in
September 2011. We are currently seeking markejipgoval for the MGuard Prime version of the MGu@atonary in Brazil, Malaysia, Mexico, Russia, Sarb
Singapore, Argentina, India, Sri Lanka, PakistasutB Korea, Ukraine, Belarus and Canada. We angséat on seeking marketing approval in these camirecause we
believe that these countries represent the stroogesrtunities for us to grow with respect to eates. We have determined that other countrieshtter organized and
capitalized healthcare systems may not preseffiteusame opportunities for growth due to the lacksef of stents in treatment of cardiac episodedemsdadvantageous
healthcare reimbursement policies, among othepreadVhile each of the countries in which we aekgg marketing approval for the MGuard Prime ansof the
MGuard Coronary accepts the CE Mark as its primagyirement for marketing approval and does natirecany additional tests, each country does regome
additional regulatory requirements for marketingrapal. More specifically, for the approval procass/lalaysia, we need to submit an applicationrémulatory approve
which we anticipate will be granted in three monfhsr the approval process in Mexico, we need borsuan application for regulatory approval, whigh anticipate will
be granted in twelve months. For the approval mede Serbia, we need to submit an applicatiomegulatory approval, which we anticipate will beugted in four
months. For the approval process in Singapore,eeel to submit an application for regulatory appkowhich we anticipate will be granted in ten mantRor the
approval process in Argentina, we need to submétplication for regulatory approval, which we aigtate will be granted in approximately twelve nfentFor the
approval process in India, we need to submit aticgifon for regulatory approval, which we antidipavill be granted in November or December 2012.tRe approval
process in Sri Lanka, we need to submit an apicdor regulatory approval, which we anticipatdlwe granted in six to twelve months. For the appl process in
Pakistan, we need to submit an application for letguy approval, which we anticipate will be grahta six to twelve months. For the approval prodasSouth Korea, w
need to submit an application for regulatory apptowhich we anticipate will be granted in two y&dfor the approval process in Ukraine, we neetibonit an
application for regulatory approval, which we aigtite will be granted in six months. For the appiqrocess in Belarus, we need to submit an agjgitéor regulatory
approval, which we anticipate will be granted ix sionths. For the approval process in Canada, we teesubmit an application for regulatory approwalich we
anticipate will be granted in twelve months. Ireksl; where we received marketing approval in Sepézra011, we will be subject to annual renewalwfmarketing
approval. Regulators in Israel may request additidocumentation or other materials and resulstudies from medical device manufacturers suctsaspart of the
renewal process. Generally, however, the annualwahof marketing approval is given automaticatlgrring a material change in circumstances or tesal Russia, we
received market approval in February 2012. In Clle received market approval for our previousritigtor in December 2010. We have terminated olationship with
our previous distributor in Chile and once we ey a relationship with a new distributor, we M€ required to submit a new application for regaly approval in
Chile, which we anticipate will be granted twelvemths after our submission for approval.
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For the approval process in Brazil, we must comyty Brazilian Good Manufacturing Practice, or GMality system requirements. ANVISA, Brazil's
regulatory agency, must conduct an inspection@htlanufacturing of the MGuard Prime version of’M@uard Coronary to determine compliance with Br&iiP
regulations. Upon successful completion of antaddiVISA will then issue the GMP certificate nesasy to register a medical device in Brazil. Oneereceive the
necessary GMP certificate, we can apply for regmjaaipproval. We anticipate that the approval pssan Brazil will take between one and two years.

Please refer to the table below setting forth th@ravals and sales for original stainless steetthidGuard Coronary and the cobalt-chromium basedid4G
Prime version of the MGuard Coronary on a coungricbuntry basis.

Approvals and Sales of the Original MGuard Coronaryand the MGuard Prime version of the MGuard Coronary on a Country-by-Country Basis

Original |Original MGuard . Original Original MGuard .
Countries MGguard MGguard Prime l\s/lglagsard Prime Countries MGguard MGguard Prime gg::rd Prime
IApproval|Sales IApproval IApproval Sales IApproval

IArgentina Y Y N N Italy Y Y Y Y
IAustria Y Y Y Y Latvia Y Y Y Y
Brazil Y Y N N Lithuania [Y Y Y N
Chile N(1) Y N N Malaysia [N N N N
Colombia Y Y N N Mexico Y Y N N
Costa Rice Y Y N N Pakistar |Y Y N N
Cyprus Y Y Y N Poland Y Y Y Y
Czech Rej Y Y Y N Portugal |Y Y Y N
UK Y N Y N Russia Y Y Y Y
Estonia Y Y Y Y Serbia N N N N
France Y Y Y Y Singapore |N Y (2) N N
Germany Y Y Y Y Slovakia |Y Y Y N
Greece Y Y Y Y Slovenia |Y Y Y Y
Holland South

(Netherlands Y Y Y Y IAfrica Y Y N N
Hungary Y Y Y Y Spain Y Y Y Y
India Y Y N N Sri Lanka |Y Y N N
Israel Y Y Y Y Ukraine Y Y N N

(1) We terminated our relationship with our prewalistributor in Chile and we will be required totain regulatory approval upon our selection oéw mlistributor
in Chile.

(2) Attime the sales were made, we satisfied ¢igeilatory requirements in Singapore. The regulatequirements in Singapore were subsequently clicage we
no longer meet these requiremel

In the U.S., the medical devices that will be matidred and sold by us will be subject to laws r@miilations administered by the U.S. Food and Drug
Administration, including regulations concerning frerequisites to commercial marketing, the condficlinical investigations, compliance with thei&ity System
Regulation and labeling. We anticipate that ouruidfs Coronary with bio-stable mesh product willctessified as a Class 11l medical device by the. B&d and Drug
Administration.
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A manufacturer may seek market authorization foea medical device through the rigorous Premarksrdval application process, which requires the.U.S
Food and Drug Administration to determine thatdeeice is safe and effective for the purposes deen

We will also be required to register with the UF®od and Drug Administration as a medical devicaufacturer. As such, our manufacturing facilitia e
subject to U.S. Food and Drug Administration insjmes for compliance with Quality System Regulatidhese regulations will require that we manufeemur products
and maintain our documents in a prescribed manitemaspect to design, manufacturing, testing amlity control activities. As a medical device méaaiurer, we will
further be required to comply with U.S. Food andidpAdministration requirements regarding the rapgrof adverse events associated with the userofedical
devices, as well as product malfunctions that wdilely cause or contribute to death or seriouampjf the malfunction were to recur. U.S. Food &g Administration
regulations also govern product labeling and pribhilnanufacturer from marketing a medical devareunapproved applications. If the U.S. Food andgDr
Administration believes that a manufacturer isinatompliance with the law, it can institute enfemeent proceedings to detain or seize productsg iasecall, enjoin
future violations and assess civil and criminalgiges against the manufacturer, its officers amgleyees.

Customers

Our customer base is varied. We began shippingmduct to customers in Europe in January 2008haweé since expanded our global distribution netvor
Southeast Asia, India, Latin America and Israel. the six months ended June 30, 2012, 75% of aamge was generated in Europe, 8% of our revengegemerated in
Central America, 6% of our revenue was generat&birth America, 6% of our revenue was generatégia with the remaining 5% of our revenue generatdtie rest
of the world.

Our major customers in the six months ended Jup2@®I® were Bosti Trading Ltd., a distributor ire tRussian Federation that accounted for 22% of our
revenues, Euromed Deutschland GmbH, a distribnt@edrmany that accounted for 14% of our revenuwsd Kardia Srl, a distributor in Italy that accouhfer 9% of our
revenues. Our agreement with Bosti Trading Ltdntg®osti Trading Ltd. the right to be the exclesdistributor of MGuard products in the Russiandfation until May
2014, subject to the achievement of certain ordaimums. Under our agreement with Bosti Trading.Rbsti Trading Ltd. is required to purchase 3,5@hts from us
in 2012, 6,000 stents in 2013 and 4,000 stentseritst six months of 2014, at a price per stér&6d Euros, for total minimum order values of Y@®O0 Euros, 3,360,0(
Euros and 2,240,000 Euros, respectively. Our ageaemith Euromed Deutschland GmbH grants Euromaddsaland GmbH the right to be the exclusive distor of
MGuard products in Germany until May 2013, witharder minimums currently in place. Our agreemertih \Wiardia Srl grants Kardia Srl the right to be éxelusive
distributor of MGuard products in Italy until Augu&013, with no order minimums currently in place.

Our major customers in the twelve months ended bee 31, 2011 were Kirloskar Technologies (P) Laddjstributor in India that accounted for 18% aof o
revenues, Tzamal Jacobsohn Ltd., a distributosriael that accounted for 12% of our revenues, aashl Distribuciones Tecnicas SA, a distributorpaif that accounted
for 9% of our revenues. Our agreement with Kirerskechnologies (P) Ltd. grants Kirloskar Techn@sdP) Ltd. the right to be the exclusive disttdrof MGuard
products in India until May 2013, subject to acleient of certain order minimums. Under our agregméth Kirloskar Technologies (P) Ltd., Kirlosk&echnologies
(P) Ltd. was required to purchase 15,000 stents fre in 2011 and is required to purchase 20,00@ssfeom us in 2012, at a price per stent of $800total minimum
order values of $9,000,000 in 2011 and $12,000i0@D12, respectively. Kirloskar Technologies I[®). will also be eligible to receive free stergpresenting 15% or
20% of the total value of stents purchased, depgnaibon the annual volume of the purchases ofteats Although Kirloskar Technologies (P) Ltdd diot achieve its
order minimum for 2011, we did not terminate eitbar agreement with Kirloskar Technologies (P) ladKirloskar Technologies (P) Ltd.’s right to beetexclusive
distributor of MGuard products in India. Our agremt with Tzamal Jacobsohn Ltd. grants Tzamal JasubLtd. the right to be the exclusive distribut@uard
products in Israel until December 2012, subjectdbievement of certain order minimums. Under gueament with Tzamal Jacobsohn Ltd., Tzamal Ja¢wbktd. must
achieve at least 85% of the following order mininsurh,400 stents during the twelve months endingckl8d, 2012 and 1,600 stents during the twelve hsoehding
March 31, 2013, at a price per stent, per an @@ement, of 400 Euros, for total minimum ordeueal of 560,000 Euros and 640,000 Euros, respegtiiedamal
Jacobsohn Ltd. will be granted options to purct®&$é&6 shares of our common stock for each $100r068les upon achievement of the order minimumania
Jacobsohn Ltd. did not meet its order minimum lier twvelve months ended March 31, 2012 and, acagigdino options were granted to Tzamal Jacobsotnurider this
agreement, however, we did not terminate eithemagueement with Tzamal Jacobsohn Ltd. or Tzamalhkahn Ltd.’s right to be the exclusive distribubdMGuard
products in Israel. Our agreement with Izasa bistiones Tecnicas SA grants Izasa Distribuciorexmitas SA the right to be the exclusive distribafdViGuard
products in Spain until May 2012, subject to achieent of certain order minimums. Under our agregméth Izasa Distribuciones Tecnicas SA, Izasdribigciones
Tecnicas SA was required to purchase 4,000 stemts s in 2011, at a price per stent of 700 Eumrsa total minimum order value of 2,800,000 Euro2011. Izasa
Distribuciones Tecnicas SA did not achieve its ordaimum for 2011, however, we did not terminatber our agreement with Izasa Distribuciones TeasiSA or Izas
Distribuciones Tecnicas SA’s right to be the exigleslistributor of MGuard products in Spain. Ird@@n, pursuant to an amendment to our agreeméhtlrasa
Distribuciones Tecnicas SA, Izasa Distribucionesni@as SA, through its subsidiaries, was requiogplrchase 500 MGuard Prime stents from us atca per stent of
700 Euros in February 2011. Izasa Distribucionesnicas SA met its purchase requirement in Febr2@tyt and received a bonus of 100 free stentsalBéstribuciones
Tecnicas SA also agreed to partner with us in dysto be conducted in Spain entitled MGuard Primplémentation in STEMI (acute myocardial infarctigith ST
elevation). In addition, other current significanistomers are in Germany, Argentina, and Brazil.
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Our major customer in 2010 was Hand-Prod Sp. ZaRyplish distributor, that accounted for 29% of mvenues. We have an agreement with Hand-Prod Sp
0.0 that grants Hand-Prod Sp. Z 0.0 the right tthkeeexclusive distributor of MGuard products ifdal until December 2012, subject to achievemeedfin order
minimums. Under our agreement with Hand-Prod Sp.aZ Hand-Prod Sp. Z 0.0 was required to purchg2®0 stents from us in 2010, 1,500 stents fronm 2911 and
2,500 stents from us in 2012, at a price per steA00 Euro, for total minimum order values of 50@) Euro in 2010, 600,000 Euro in 2011 and 1,0@D®@ro in 2012,
respectively. Hand-Prodwill Sp. Z 0.0 was eligitdeeceive 278 free stents in 2010, 300 free st@n2011 and 500 free stents in 2012 upon achiemeof the respective
purchase minimums described above. Hand-Prod $m did not achieve its order minimum for 2010, keer, we agreed to provide them with a pro-ratauarhof free
stents, based on the amount of stents they purdhids@d-Prod Sp. Z 0.0 did not achieve its orderimmiim for 2011 and therefore did not receive aeg ftents in 2011,
but will be eligible to receive 500 free stent2012 if it achieves the minimum order values fattpear. Although Hand-Prod Sp. Z 0.0 did not eeiits order
minimum for 2010 or 2011, we did not terminate eitbur agreement with Hand-Prod Sp. Z 0.0 or HamdBp. Z 0.0’s right to be the exclusive distrdoutf MGuard
products in Poland. In addition, in 2011, we geantland-Prod Sp. Z 0.0 an option to purchase 48&B8fes of our common stock as considerationgassistance in
promoting our business in Poland. In May 2012, HRnall Sp. Z 0.0 sent us a termination notice, &ffedecember 2012, that notified us that it wond be renewing
its exclusive distribution agreement due to an wizgional restructuring.

Manufacturing and Suppliers

We manufacture our stainless steel MGuard steatighir a combination of outsourcing and assemblyabwn facility. Third parties in Germany manufaetthe
base stent and catheter materials, and we addroprigtary mesh sleeve to the stent. Our curredusive product supplier is QualiMed Innovative Nzdprodukte
GmbH. QualiMed Innovative Medizinprodukte GmbH ispecialized German stent manufacturer that elg@aiishes and crimps the stent onto a balloon tatltleat
creates the base for our stainless steel MGuantss®ualiMed Innovative Medizinprodukte GmbH hgsegd to take responsibility for verifying and daliing the entire
stent system by performing the necessary benclanelsbiocompatibility testing. During the productiprocess, QualiMed Innovative Medizinprodukte GmgH
responsible for integrating the mesh covered stithtthe delivery system, sterilization, packagargl labeling. Our manufacturing agreement with @ed Innovative
Medizinprodukte GmbH expires in September 2017esmbkarlier terminated by either party in the eeéibreach of material terms of the agreementjdiation of the
other party, our failure to receive requested petslfor more than 60 days, a substantiated inteké@roperty claim is brought against the othetypar the development
agreement between the parties is terminated. Hrifacturing agreement provides for a rebate pmdhat rewards us for increases in sales of owtymis. Our
proprietary mesh sleeve is supplied by Biogenémal, a San Diego, California-based specialty p@ymanufacturer for medical and engineering apitina. Natec
Medical Ltd. supplies us with catheters that hegate the base for our MGuard stents. Our agreewigdnNatec Medical Ltd., which may be terminatadeither party
upon six months’ notice, calls for non-binding mmim orders and discounted catheters upon reackmgjrc purchasing thresholds.
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Our MGuard Prime cobalt-chromium stent was desidne8velte Medical Systems Inc. We have an agraemith Svelte Medical Systems Inc. that grantaus
non-exclusive, worldwide license for production arsg of the MGuard Prime cobalt-chromium stenttierlife of the stent’s patent, subject to theieatermination of
the agreement upon the bankruptcy of either partii@uncured default by either party under anyematprovision of the agreement. Our royalty payits to Svelte
Medical Systems Inc. are determined by the salksn® of MGuard Prime stents. We will pay a royalfy/% for all product sales outside of the U.S,dor products
sales within the U.S., a rate of 7% for the firs0$nillion of sales and a rate of 10% for all sagseeding $10 million. We will also share witheBg Medical Systems
Inc. in the cost of obtaining the CE Mark approweth their costs not to exceed $85,000, and tt& Bood and Drug Administration approval, with trests not to
exceed $200,000. We have mutual indemnificatioigatibns with Svelte Medical Systems Inc. for amynédges suffered as a result of third party acti@sed upon
breaches of representations and warranties oathed to perform certain covenants in the liceageement, and Svelte Medical Systems Inc. witl aildemnify us for
any damages suffered as a result of third paripebased upon intellectual property or desigimdaagainst the MGuard Prime cobalt-chromium stent.

Our MGuard Prime cobalt-chromium stent is being ufactured and supplied by MeKo Laserstrahl-Matbsatbeitung. Our agreement with MeKo Laserstrahl-
Materialbearbeitung for the production of electodighed L605 bare metal stents for MGuard Primariced on a per-stent basis, subject to the qyantistents
ordered. The complete assembly process for MGRande, including knitting and securing the sleewéhe stent and the crimping of the sleeve stertb@balloon
catheter, is done at our Israel manufacturing stace MGuard Prime has been assembled, it iS@esterilization in Germany and then back to Isfaefinal packaging

Each MGuard stent is manufactured from two mainmaments, the stent and the mesh polymer. Theistemde out of stainless steel or cobalt chromi&oth
of these materials are readily available and weliagedhem in the open market. The mesh is made frolyethylene terephthalate (PET). This matesakadily available
in the market as well, because it is used for nmaaglical applications. In the event that our sigsptan no longer supply this material in fiber fome would need to
qualify another supplier, which could take sevenahths. In addition, in order to retain the appiaf the CE Mark, we are required to perform paidaudits of the
quality control systems of our key suppliers ineartb insure that their products meet our predeterthspecifications.

Distributors

We currently have exclusive distribution agreeméot®ur CE Mark-approved MGuard Coronary with btable mesh with medical product distributors based
Italy, Germany, Austria, Czech Republic, Slovakimnce, Slovenia, Greece, Cyprus, Portugal, SPailand, Hungary, Estonia, Lithuania, Ukraine, Ushikéngdom,
Holland, Russia, Latvia, Brazil, Chile, Costa Rib&Xico, Argentina, Colombia, India, Sri Lanka, $voifrica, Pakistan, Belarus, Croatia, Ireland &srdel. We are
currently in discussions with multiple distributisompanies in Europe, Asia, and Latin America.

Current and future agreements with distributogsuséite that while we are responsible for trainimgviding marketing guidance, marketing materiatsj
technical guidance, distributors will be resporssitor carrying out local registration, marketingidties and sales. In addition, in most casdssalks costs, including
sales representatives, incentive programs, andetiagktrials, will be borne by the distributor. dbr current agreements, distributors purchasessteorh us at a fixed
price. Our current agreements with distributorsfarea term of approximately three years and autmally renew for an additional three years uniesxglified by either

party.
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Employees

As of September 21, 2012, we had 66 full-time erygds. Our employees are not party to any collediargaining agreements. We consider our relatidtis
our employees to be good. We believe that our éusuccess will depend, in part, on our continueglityato attract, hire and retain qualified persehn

Properties

Our headquarters are located in Tel Aviv, Isradlere we currently have a 1,000 square meter dificifity and a 420 square meter manufacturing itgdhat
employs 26 manufacturing personnel and has thecitgga manufacture and assemble 5,000 stents patimshould we hire more employees. We believedbacurrent
facility is sufficient to meet anticipated futurerdand by adding additional shifts to our curreotpiction schedule.

Legal Proceedings

From time to time, we may be involved in litigatithat arises through the normal course of busiessf the date of this filing, we are not a padyany materie
litigation nor are we aware of any such threatesrggending litigation.

There are no material proceedings in which anyuofdirectors, officers or affiliates or any regrst@ or beneficial shareholder of more than 5% efammmon
stock is an adverse party or has a material intexbgerse to our interest.
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MANAGEMENT

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

Name Age Position(s)

Ofir Paz 46 Chief Executive Officer and Direct:

Craig Shore 51 Chief Financial Officer, Secretary and Treast

Eli Bar 47  Senior Vice President of Research and DevelopnmehtChief Technical Officer of InspireMD Lt
Robert Ratin 50 Vice President of Sales and Marketing of InspireMb.
Sol J. Barer, Ph.l 65 Chairman of the Board of Directc

James Barry, Ph. 53 Director

Asher Holzer, Ph.I 62 Director

James J. Loughli 69 Director

Paul Stuke 57 Director

Eyal Weinsteir 57 Director

Our directors hold office until the earlier of thdeath, resignation or removal by stockholdersril their successors have been qualified. Owatars are
divided into three classes. Sol J. Barer, Ph.@.Rawl Stuka are our class 1 directors, with tleems of office to expire at our 2012 annual megtihstockholders. Ash
Holzer, Ph.D. and Eyal Weinstein are our clasg@ctiors, with their terms of office to expire ar @13 annual meeting of stockholders. Ofir Pameks Barry, Ph.D. ar
James J. Loughlin are our class 3 directors, vahir terms of office to expire at our 2014 annuakting of stockholders. At each annual meetingtatkholders,
commencing with the 2012 annual meeting, directtested to succeed those directors whose termseesipall be elected for a term of office to expit¢he third
succeeding annual meeting of stockholders aftér éfection, with each director to hold office drtis or her successor shall have been duly eleméddjualified.

Our officers hold office until the earlier of theleath, resignation or removal by our board ofa@es or until their successors have been selettesl serve at
the pleasure of our board of directors.

Executive Officers and Directors

Ofir Paz has served as our chief executive officer andectbr since March 31, 2011. In addition, Mr. Paz $erved as the chief executive officer and a ttirec
of InspireMD Ltd. since May 2005. From April 200@rough July 2002, Mr. Paz headed the Microsoft TatfBrm Group in Israel. In this capacity, Mr. Raanaged the
overall activities of Microsoft TV Access Channalr@er, a server-based solution for delivering extéve services and Microsoft Windows-based corttedigital cable
set-top boxes. Mr. Paz joined Microsoft in Ap@l@® when it acquired Peach Networks, which he fedrehd served as its chief executive officer. Mz ®as
responsible for designing Peach Networksginal system architecture, taking it from protidesign to product viability, and then managind ading the company up
and after its acquisition, which was valued at apjpnately $100 million at the time of such acqusit Mr. Paz currently serves on the board of diecof A. S. Paz
Investment and Management Ltd., S.P. Market Windienaz! Ltd. and Cell Buddy Network Ltd. Mr. Paeeived a B.Sc. in Electrical Engineering, grachgatum
laude, and a M.Sc. from Tel Aviv University. Mr.Zaqualifications to serve on the board includegrior experience in successfully establishing laading technology
companies in Israel. In addition, as chief exe®utfficer, Mr. Paz’s position on the board enswemity of vision between the broader goals oungany and our day-to-
day operations.

Craig Shorehas served as our chief financial officer, secyesad treasurer since March 31, 2011. In addisame November 10, 2010, Mr. Shore has served as
InspireMD Ltd.’s vice president of business develemt. From February 2008 through June 2009, MrréSkerved as chief financial officer of World GroDppital Ltd.
and Nepco Star Ltd., both publicly traded companieshe Tel Aviv Stock Exchange, based in Tel AVsrael. From March 2006 until February 2008, Mo served ¢
the chief financial officer of Cellnets Solutiongll, a provider of advanced cellular public telephgolutions for low to middle income populatiorfgleveloping
countries based in Azur, Israel. Mr. Shore has @geyears of experience in financial managemettierlJ.S., Europe and Israel. His experience indudgsing capital
both in the private and public markets. Mr. Shadgated with honors and received a B.Sc. in Fieden Pennsylvania State University and an M.Brém George
Washington University.
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Eli Bar has served as InspireMD Ltd.’s senior vice predidénesearch and development and chief technitiako since February 2011. Prior to that, he edrv
as InspireMD Ltd.’s vice president of research dadelopment since October 2006 and engineering gearsince June 2005. Mr. Bar has over 15 yeapg®ance in
medical device product development. Mr. Bar has &ggerience building a complete research and dpwent structure, managing teams from the idea dtagn
advanced marketable product. He has been involvbdmany medical device projects over the yearstasldeveloped a synthetic vascular graft for fedremd coronary
artery replacement, a covered stent and a fullyantpble ventricular assist device. Mr. Bar hasertban nine filed device and method patents artthlenitiated two
medical device projects. Mr. Bar is also a directoBlue Surgical Ltd., a medical device compangdthin Israel. Mr. Bar graduated from New Havenvdrsity in
Connecticut with a B.Sc. in Mechanical Engineering.

Robert Ratini has served as InspireMD Ltd.’s vice president tdsand marketing in a full-time capacity sinceeJdn2012 and served in a part-time capacity
from March 27, 2012 until May 31, 2012. From A@011 through March 26, 2012, Mr. Ratini served asisiness consultant and the vice president ohbasi
development for Easy Med Services, Inc. in Gen8watzerland, which focuses on telemedicine softwaoelucts, Stentys SA in Paris, France, which fesu self-
expanding coronary stents, and Parvulus SA in Lo8aytzerland, which concentrates on intra annléart valve repair rings. From October 2009 throlarch 2011,
Mr. Ratini served as the director of marketing@busneich Medical, which produces and sells imetional cardiology products, and from October 2606ugh
September 2009, Mr. Ratini served as vice presigiefial marketing and EMEA sales for Biosensorermtional, Switzerland, where he established bajlsales and
marketing department and led the launch of theNBadrix drug eluting stent. Mr. Ratini has exterspardiology and vascular experience and has wark#ee medical
information technology industry since 1989. MrtiRiegraduated from the University of Applied Saes in Bienne, Switzerland with a Master of Comp8tience.

Sol J. Barer, Ph.D. has served as a director since July 11, 2011 amdéraed as our chairman since November 16, 20l Bdber has over 30 years of
experience with publicly traded biotechnology comipa. In 1980, when Dr. Barer was with Celanesee&efi Company, he formed the biotechnology groapwias
subsequently spun out to form Celgene CorporaBonBarer spent 18 years leading Celgene Corparatsopresident, chief operating officer and chiefoitive officer,
culminating with his tenure as Celgene Corporai@Xecutive chairman and chairman beginning in R236 until his retirement in June 2011. Dr. Basealso a director
of Cerecor, Inc., Edge Therapeutics, Inc., Medgeritc., ContraFect Corporation, Amicus Therapasuyficc. and Aegerion Pharmaceuticals, Inc. andeseag a senior
advisor to a number of other biotechnology comparide. Barer received a Ph.D. in organic chemifstygn Rutgers University. Dr. Barer brings to theakd significant
scientific and executive leadership experiencéél.S. biotechnology industry and prior servicdt@nboard of directors of other publicly-held Hiapmaceutical
companies, as well as a unique perspective onesienbethods of growth for a biotechnology company.

James Barry, Ph.D.has served as a director since January 30, 20L2Bdiry has served as executive vice presidenchief operating officer at Arsenal
Medical Inc., a medical device company focusedomalltherapy, since September 2011. Dr. Barry ladésals his own consulting firm, Convergent Biomab@&roup
LLC, advising medtech companies on product devetopstrategy, regulatory challenges and fundngisiuntil June 2010, he was senior vice presidamporate
technology development at Boston Scientific Corpora where he was in charge of the corporate rebeend development and pre-clinical sciences fonst Dr. Barry
joined Boston Scientific in 1992 and oversaw ife§ in the identification and development of drdgvice and biological systems for applicationgimplantable an:
catheter-based delivery systems. He currently sesmea number of advisory boards including the &@@lof Biomedical Engineering at Yale Universitie College of
Sciences at University of Massachusetts-Lowell, thedVlassachusetts Life Science Center. Dr. Batgived his Ph.D. in Biochemistry from the Universf
Massachusettsowell and holds a B.A. degree in Chemistry froninBAnselm College. Dr. Barry brings to the boaker 20 years of experience in leadership rolgke
medical device industry and significant medicahtemlogy experience, in particular with respectti@iventional cardiology products.
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Asher Holzer, PhD.,has served as our director since March 31, 2011HBlzer served as our president from March 3112@1til June 1, 2012 and served as
chairman from March 31, 2011 until November 16, 20h addition, Dr. Holzer served as the presidemt chairman of the board of InspireMD Ltd. fromrih@007 until
June 1, 2012. Previously, Dr. Holzer founded AdadMal Ltd., an investment firm specializing in read device startups, and served as its chief ekexofficer from
2002 through 2004. Dr. Holzer currently servestantioard of directors of Adar Medical Ltd., O.SIH.The Israeli Society of Occupational Safety anebkth Ltd.,
Theracoat Ltd. (where he serves as chairman dighed), 2to3D Ltd., and S.P. Market Windows CyprDs. Holzer earned his PhD in Applied Physics fritra Hebrew
University. Dr. Holzer is also an inventor anddex of numerous patents. Dr. Holzer brings tolba@rd his more than 25 years of experience in ashcamedical
devices, as well as expertise covering a wide rahgetivities, including product development, aa studies, regulatory affairs, market introdantand the financial
aspects of the stent business.

James J. Loughlinhas served as our director since September 19, 2r12 oughlin served as the National Director lo§ tPharmaceuticals Practice at KPMG
LLP, and a five-year term as member of the boardireictors of KPMG LLP. Additionally, Mr. Loughliserved as Chairman of the Pension and Investmenn@tee of
the KPMG LLP board from 1995 through 2001. He alsored as Partner in charge of Human Resourcegn@iraof the Personnel and Professional Development
Committee, Secretary and Trustee of the Peat Marlatindation and a member of the Pension, OperatidgStrategic Planning Committees. In addition, Mughlin
has served as a member of the board of directd@elofene Corporation, a global biopharmaceuticalgany focused on novel therapies for the treatmkcancer and
inflammatory diseases, since 2006, including agetza of the audit committee since June 2008 amember of the compensation committee since Jung. 200
Loughlin served as a member of the board of dirsatd Alfacell Corporation, a biopharmaceutical gamy primarily focused on therapeutic drugs fortteatment of
cancer and other pathological conditions, until28@f8d Datascope Corp., a medical device comparggengin the interventional cardiology and radiolozgrdiovascular
and vascular surgery, and critical care fieldsil January 2009. Mr. Loughlin brings to the boarsl ¥aluable experiences as National Director ofRharmaceuticals
Practice at KPMG LLP, an extensive background goanting and financial reporting, qualifying himas audit committee financial expert, and priov&er on the boar
of directors of other publicly-held biopharmaceaticompanies.

Paul Stukahas served as a director since August 8, 2011.Sika has served as the managing member of @sirieers, LLC, an investment fund, since
2000. Prior to forming Osiris Partners, LLC, Mtulga, with 30 years of experience in the investniethistry, was a managing director of Longwood &, managing
small cap institutional accounts. In 1995, Mr.kgtjpined State Street Research and Managemenamager of its Market Neutral and Mid Cap Growth éurFrom
1986 to 1994, Mr. Stuka served as the general @aatinStuka Associates, where he managed a U.8dhbiagestment partnership. Mr. Stuka began hisecanel980 as an
analyst at Fidelity Management and Research. Aanalyst, Mr. Stuka followed a wide array of indiestrincluding healthcare, energy, transportatiod, ladging and
gaming. Early in his career he became the assiptatfblio manager for three Fidelity Funds, inéhglthe Select Healthcare Fund which was recograzettie top
performing fund in the U.S. for the five-year periending December 31, 1985. Mr. Stukgualifications to serve on the board includeshasificant strategic and busint
insight from his years of experience investinghia healthcare industry.

Eyal Weinsteinhas served as a director since August 8, 2011.Wéinstein is the chief executive officer of LEOREXI., a company developing and markei
Dermo Cosmetic products. From 2001 to 2007, Mr.n&teiin worked as manager-partner of C.1.G., an@mdnand accounting consultancy, consulting fodieg Israeli
banks, including Bank Leumi, Bank Hapoalim, Isr&ikcount Bank and Bank Hamizrachi. From 2000 t912te was manager-partner of Exseed, a ventuiakchmd
that invested in early-stage companies. BeginmrPP6, Mr. Weinstein was a partner and foundéhénestablishment of three high-tech companiesakat ultimately
sold, two to Microsoft Corporation. Mr. Weinsteiaroently serves on the board of directors of ceitiy Network Ltd. Mr. Weinstein brings to the baéis considerable
management and business experience as an execlusigeeral companies and investment funds in Israel

Family Relationships

We have no family relationships amongst our dinecamd executive officers.
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Transition Plan

We anticipate that in the near term, Ofir Paz reilign from his position as our chief executiveagif. Mr. Paz intends to remain in his position le&le conduct
a thorough search for an appropriate replacemeath&Ve retained a search firm to assist in thisge®. Mr. Paz resignation reflects our transition from a prévatedica
device start-up company with a promising new te@bgoto a publicly traded company with a succesdgfigisted, commercialized, CE Mark approved prodétter his
resignation, we anticipate that Mr. Paz will remaive of our directors and maintain his involvemeith us, as necessary, on a consulting basis.

Agreements with Executive Officers
Ofir Paz

On April 1, 2005, InspireMD Ltd. entered into angoyment agreement with Ofir Paz to serve as ledpd Ltd.’s chief executive officer. Such employment
agreement was subsequently amended on Octobe®8 a2@ March 28, 2011. Pursuant to this employragreement, as amended, Mr. Paz was entitled tan¢hiyo
gross salary of $15,367. Mr. Paz was also entttezbrtain social and fringe benefits as set fortthe employment agreement, which totaled 25%ofloss salary, as
well as a company car. Mr. Paz was also entitlesdfunimum bonus equivalent to three monthly gesary payments based on achievement of objecivéshe
approval of the board of directors. Mr. Paz wagikle to receive stock options pursuant to thisagrent following its six month anniversary, subjedboard approval. If
Mr. Paz’s employment was terminated with or withcatise, he was entitled to at least six mornthisr notice and would have been paid his saladyahsocial and fring
benefits in full during such notice period.

On April 1, 2011, in order to obtain more favoratag treatment in Israel, the employment agreeméhtMr. Paz was terminated and InspireMD Ltd. eate
into a consultancy agreement with A.S. Paz Manageared Investment Ltd., an entity wholly-owned by. ®az, through which Mr. Paz was retained to sasve
InspireMD Ltd.’s chief executive officer. Pursudatthis consultancy agreement, Mr. Paz was entitdeimonthly consultancy fee of $21,563. Mr. Pas wlso entitled to
a minimum bonus equivalent to three monthly gredarg payments based on achievement of objectivéshe approval of the board of directors. The atiaacy
agreement also contains certain confidentialityy-nompetition and non-solicitation requirementsNbr Paz. If Mr. Paz's employment was terminatethaiit cause, he
was entitled to at least six months’ prior notioel avould have been paid his consultancy fee dwsuud notice period.

At the request of the compensation committee, Mz &greed, effective as of December 1, 2011, tobgensated as an employee, rather than as a @orisoh
substantially the same terms as the consultan@eaggnt. Since December 1, 2011, Mr. Paz has bestied as an employee of ours and has receivesathe level of
compensationice., base salary and benefits) as was mandated uisdesrsultancy agreement. We have otherwise cothplith the terms of the consulting agreement.

For a description of certain severance and penmgments to which Mr. Paz was and will be entitieder his agreements, see “Executive Compensation—
Potential Payments Upon Termination or Change oftod”

Craig Shore

On November 28, 2010, InspireMD Ltd. entered inteeeployment agreement with Craig Shore to sertasgreMD Ltd.’s vice president of business
development. Pursuant to the employment agreevEnShore was entitled to a monthly gross salar$&750, which amount increased to $10,200 uposwomation
of our share exchange transactions on March 313, 2a8dl which further increased to $10,620 as of JuB011. Mr. Shore is also entitled to certainalognd fringe
benefits as set forth in the employment agreenidr@.employment agreement also contains certaindamtfality, non-competition and non-solicitaticeguirements for
Mr. Shore. Mr. Shore is also entitled to, and reedj a grant of options to purchase 45,000 resttiotdinary shares of InspireMD Ltd. which wereemted into options
to purchase 365,223 shares of our common stoakfoly the consummation of our share exchange tcéiosa on March 31, 2011; such options shall fubhgt if Mr.
Shore’s employment is terminated in connection witthange of control. If Mr. Shore’s employmerteisninated without cause, Mr. Shore shall be etitb at least 30
days’ prior notice and shall be paid his salarfuihand all social and fringe benefits during suitice period. If a major change of control ofdimeMD Ltd. occurs, Mr.
Shore will be entitled to at least 180 days’ prigitten notice and shall be paid his salary in &l all social and fringe benefits during suchagoperiod. If Mr. Shore is
terminated for cause, he is not entitled to anyceot
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For a description of certain severance and pemsgments to which Mr. Shore is entitled under hiplyment agreement, see “Executive Compensation—
Potential Payments Upon Termination or Change oft@bd”

Eli Bar

On June 26, 2005, InspireMD Ltd. entered into aplegment agreement with Eli Bar to serve as IndpDel.td.’s engineering manager. Pursuant to this
employment agreement, Mr. Bar is entitled to a thiyngross salary of $8,750, which amount incredeeblL0,620 as of July 1, 2011. Mr. Bar is alsatket to certain
social and fringe benefits as set forth in the eyplent agreement including a company car. The @ynmnt agreement also contains certain confidétytialon-
competition and non-solicitation requirements far. Bar. If Mr. Bar’'s employment is terminated, with without cause, he is entitled to at least 6gstprior notice and
shall be paid his salary in full and all social dridge benefits during such notice period.

For a description of certain severance and persgments to which Mr. Bar is entitled under his &ayment agreement, see “Executive Compensation—
Potential Payments Upon Termination or Change oftbd”

Robert Ratini

On March 27, 2012, InspireMD Ltd. entered into asidtancy agreement with Robert Ratini to servinggireMD Ltd.’s vice-president of sales and
marketing. Until May 31, 2012, Mr. Ratini providedrvices on a part-time basis and, beginning ae 142012, he has served as the full-time vicsigeat of sales and
marketing. Mr. Ratini is entitled to receive $2M)Qoer month in consideration for his services,clvhias paid on a pro-rata basis for the hours hr&egountil May 31,
2012, and is also entitled to receive a monthlyspha payment of $7,000 from June 1, 2012 to Deegrh, 2012. Mr. Ratini is eligible to receive ioais performance-
based commissions, which are dependent upon teéslef/revenue generated by his sales activitye ddnsultancy agreement also contains certainaemtglity, non-
competition and non-solicitation requirements far. Ratini. The consultancy agreement has no tetioimaate, but may be terminated without causenspiteMD Ltd.

(i) upon 30 day prior written notice if such notisesubmitted between June 1, 2012 and August@2;2r (ii) upon 90 day prior written notice ifcunotice is submitted
after September 1, 2012. If Mr. Ratini is termirtbter cause, he is not entitled to any notice.

Asher Holzer

On April 1, 2005, InspireMD Ltd. entered into angayment agreement with Asher Holzer, Ph.D. to esexrs InspireMD Ltd.’s president. Such employment
agreement was subsequently amended on March 28, RQisuant to this employment agreement, as ardeBdeHolzer was entitled to a monthly gross sat#r
$15,367. Dr. Holzer was also entitled to certaicialcand fringe benefits as set forth in the emplent agreement, which totaled 25% of his gross\sada well as a
company car. Dr. Holzer was also entitled to a mimn bonus equivalent to three monthly gross sadagmnents based on achievement of objectives anapiveval of
the board of directors. Dr. Holzer was eligible¢ceive stock options pursuant to this agreemélowfing its six month anniversary, subject to boagpproval. If Dr.
Holzer's employment was terminated with or withoatise, he was entitled to at least six monthst pridice and would have been paid his salary ansbalal and fringe
benefits in full during such notice period.

On April 29, 2011, effective April 1, 2011, in ord® obtain more favorable tax treatment in Isrded, employment agreement with Dr. Holzer was teat@d an:
InspireMD Ltd. entered into a consultancy agreemetit OSH-IL, the Israeli Society Ltd., an entityhally-owned by Dr. Holzer, through which Dr. Holagas retained
to serve as InspireMD Ltd.’s president. Pursuarhi® consultancy agreement, Dr. Holzer was entiibea monthly consultancy fee of $21,563. Dr. ldolwas also
entitled to a minimum bonus equivalent to three thiyrgross salary payments based on achievemesiije€tives and the approval of the board of dinectdhe
consultancy agreement also contained certain cemtfigity, non-competition and non-solicitation vég@ments for Dr. Holzer. If Dr. Holzer's employntemas terminated
without cause, he was entitled to at least six imgrgrior notice and would have been paid his cliasay fee during such notice period.
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At the request of the compensation committee, gffeas of December 1, 2011, Dr. Holzer agreecettréated as an employee for purposes of paying Dr.
Holzer's salary and benefits rather than as a dtargwnder Dr. Holzer’s consultancy agreement.

On June 1, 2012, Dr. Holzer, OSH-IL, the Israelki8ty of Occupational Health and Safety Ltd. angpireMD Ltd. entered into a separation agreemeat an
release, pursuant to which, among other thingsgohnsultancy agreement, dated as of April 29, 2B§&nd between InspireMD Ltd. and OSH-IL the I§rSeciety Ltd.
was terminated and Dr. Holzer resigned as presaehdirector of InspireMD Ltd. and president afpireMD, Inc. As part of the separation agreem@ntHolzer agreed
to release us, InspireMD Ltd., and Inspire MD Gnfobin any and all claims, rights or demands aridinogn or related to the previous agreement, theicela between th

parties or the termination thereof.

On June 1, 2012, we entered into a consulting aggaewith Dr. Holzer, which terminates on Novem®@y 2012, pursuant to which Dr. Holzer will provide
with consulting services in exchange for monthlymants of $20,337. As part of the consulting agremDr. Holzer released us and our affiliates fiaomg and all claim
other than those related to Dr. Holzer's positismahareholder. Under this consulting agreementi8izer is not entitled to any additional bergfitther than benefit
plans or programs that we provide to our direcsoréong as Dr. Holzer remains on our board of dinec

For a description of certain severance and pensgments to which Dr. Holzer was and will be eatitunder his agreements, see “Executive Compensatio
Potential Payments Upon Termination or Change oftobd”
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The Compensation Discussion and Analysis discubgegrinciples underlying our executive compensagolicies and decisions for our named executive
officers. It provides qualitative information redarg the manner in which compensation is earnedunynamed executive officers and places in corttextiata presented
in the tables that follow. In addition, we addréss compensation paid or awarded during the sixthsoended June 30, 2012 and the fiscal year endedriber 31, 2011
to our named executive officers: Ofir Paz, our thieecutive officer (principal executive officefraig Shore, our chief financial officer, secretand treasurer (principal
financial and accounting officer), Asher Holzer,Ph our former president, Eli Bar, the senior vixesident of research and development and chikhieal officer of
InspireMD Ltd., and Sara Paz, the former vice miesi of sales of InspireMD Ltd.

We formed a compensation committee on Septembe@1l,. Prior to that date, all compensation denssfor Mr. Paz and Dr. Holzer were made by our thad
directors. Mr. Paz was responsible for the exeeutvmpensation packages of Messrs. Shore and BavisnPaz. Because of the potential conflict ofiest, Dr. Holzer
and Mr. Shore also reviewed and approved Mr. Réatision with respect to Ms. PazZiompensation before it was implemented. The ntioc@mpensation package of
Paz and the compensation package of Dr. Holzer histretirement were determined before our shachange transactions on March 31, 2011, when lesfir Ltd. was
a private Israeli company. In accordance with lIstae, their compensation was submitted to andrapgd by the stockholders of InspireMD Ltd. on keby 28, 2011.
Our board of directors also reviewed and approved3¥lore’s compensation package after the shateaege transactions.

Going forward, the compensation committee of owartaf directors will review at least annually afetermine the executive compensation packages foPik
including approving any grants of stock options. Flaz will remain responsible for making recomméioda to our compensation committee with respethéocexecutive
compensation packages for Messrs. Shore and Rauding any grants of stock options. The compeasatommittee performed its annual review of namesteative
officer compensation in February 2012.

In considering compensation for our named executffieers prior to 2012, the board of directorg@élupon the officer’'s performance and contributiomur
development and achievements. We did not engageyifiormal benchmarking or conduct or obtain amynfal surveys of executive compensation at peer emieg. We
also considered general compensation trends.

During the compensation committee’s review of nameekutive officer compensation for 2012, the congagion committee retained the services of a
compensation consultant. The consultant providegpart that included formal benchmarking of our edrexecutive officers’ compensation against thabatpanies
selected by the consultant and approved by our eosgiion committee. The peer group was comprisdé &f.S.-based public medical devices companies@andsrael-
based public medical device and biopharmaceutmalpanies that were determined to have a compababieess and financial profile to us, in termsesfenue,
employee size and/or market value:

Antares Pharm Atricure Bacterin International Holdinc
BioLase Technolog Cardica Cerus

Conceptus Cutera Cytori Therapeutic

D Medical Industrie: Palomar Medical Technologit Pluristem Therapeutic
PROLOR Biotect Protalix BioTherapeutic SEQUENOM

STAAR Surgical Stereotaxis SurModics

Uroplasty Vision-Science:

The compensation consultant’s report and recommimdgprimarily called for increases in named exeewfficer compensation. However, in light of our
current financial position, our long-term and skerm goals, the fact that many of our named exeeuwfficers received salary increases in 2011thedsignificant equity
ownership of many of our named executive officére,compensation committee determined to take twdyactions with respect to increases in nameduwgkecofficer
compensation in 2012, in the form of a stock opgeent to Mr. Shore, on the terms and for the neastescribed under “Named Executive Officer Comatos —
Compensation of Chief Financial Officer, Secretang Treasurer” below and a cash bonus to Mr. Bahé amount and for the reason described unden&daExecutive
Officer Compensation — Compensation of Senior \Aoesident of Research and Development and Chigfrileal Officer of InspireMD Ltd.” below. The compsation
committee did not determine to target our overathpensation packages, or elements of our compengadickages, to fall within a certain percentilehaf comparator
group above, although the compensation committgedatermine to do so in the future.
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We have entered into agreements with all of ourethexecutive officers. These agreements are sumadaunder “Executive Officers and Directors —
Agreements with Executive OfficeraMir. Paz and Dr. Holzer were compensated pursuartrieultancy agreements beginning on April 1, 20dwever, at the request
the compensation committee, Mr. Paz and Dr. Haeeeed, effective as of December 1, 2011, to bepeosated as employees rather than consultant® Berember 1,
2011, Mr. Paz has been, and from December 1, 26tllthis resignation, Dr. Holzer was, treated agarployee of ours and received the same level mpemsation {.e.,
base salary and benefits) as each would have Imti€lectto under his consultancy agreement. We twaiverwise complied with the terms of the consulyaagreements.

Philosophy of Compensation

The goals of our compensation policy are to enthatexecutive compensation rewards managemehgfping us achieve our financial goals (increasdess
profitability, etc.) and meet our clinical trial lestones and aligns management’s overall goal®bjettives with those of our stockholders. To aghithese goals, our
compensation committee and board of directors #&ims

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

« relate compensation to our overall performanceijrtividual officer’s performance and our assesdneéthe officer’s future potential;
« reward our officers fairly for their role in ourldevements; and

« align executives’ objectives with the objectivestifckholders by granting equity awards to encaaimgcutive stock ownership.

We have determined that in order to best meet thiejgetives, our executive compensation progranuishialance fixed and bonus compensation, as welhah
and equity compensation, as discussed below. iatty;, there has been no pre-established polidgigret for the allocation between either cashrargcash or short-
term and long-term incentive compensation for ougcetive officers. We intend in the future to siliecommendations from our compensation conswdtesith respect to
the balance of fixed and bonus compensation foegacutive officers.

Components of Compensation

The principal components of compensation for oune executive officers are base salary/consultieg,fequity based grants, personal benefits angigiées
and, potentially in the future, cash bonuses.

Base Salary/Consulting Feeshe primary component of compensation for our namextutive officers is base salary (or consultieesffor our named execut
officers who are employed pursuant to consultamggements). Base salary levels for our named eixecofficers have historically been determined lbaggon an
evaluation of a number of factors, including théiwidual officer’s level of responsibility, lengtimd depth of experience and our assessment offtberts future potentic
with our company, performance and, to the exteatlable, general compensation levels of similaifyated executives and general compensation tréitteugh our
employment and consultancy agreements with our daecutive officers set forth a fixed base salsajaries have been reviewed periodically and abdnghen
deemed appropriate, by oral or written amendmetité@pplicable officer's agreement. For 2011, weegally increased the base salaries of our execafficers, in part
as a reflection of us becoming a publicly tradechpany in the U.S. and the accompanying increasgabresibilities for our executive officers. PriorAgril 1, 2011, Ms.
Paz was compensated on an hourly basis, baseéb@udourly consulting fee. In 2012, the compeimsatommittee determined not to make any changéstbase
salaries of our named executive officers.
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In the future, the compensation committee intendgview each named executive officer’s base s@angulting fee on an annual basis. In additiothéfactors
described above, in setting base salary, the cosagien committee intends to consider the recommt@rdaof our compensation consultants and moredbdata
regarding the compensation levels of similarly aiéal executives.

Equity Based Grants.An additional principal component of our compermapolicy for named executive officers consistg@nts under the InspireMD, Inc.
2011 UMBRELLA Option Plan. Under this plan, amoriger awards, executive officers may be grantecksbptions. Since its formation, the compensatiommittee of
the board of directors has administered the gm@asvards under the InspireMD, Inc. 2011 UMBRELLAt@n Plan, and prior to its formation, the boafdlioectors
administered such awards. We believe that equityesship of our company by our named executive effiavill further align the interests of our exeeatofficers with
those of our stockholders.

Prior to 2012, all equity incentive awards were madher (i) in accordance with negotiated terntga¢h in our employment or consultancy agreemeatttevels
deemed necessary to attract or retain the execaititiee time of such negotiations and determinkitigainto account the recipient’s overall compemsapackage and the
goal of aligning such executive’s interest withttbour stockholders, or (ii) at the discretiontioé board of directors or the compensation conemittithout reference to
any formal targets or objectives, when deemed apjat@ in connection with extraordinary effortsresults or necessary in order to retain the exeeli light of the
executive’s overall compensation package.

During its 2012 compensation review, the compeosatommittee determined to make only one equitgritize award, to Mr. Shore, on the terms and fer th
reasons described under “Named Executive Officen@msation — Compensation of Chief Financial OffiG&ecretary and Treasurer” below.

Our compensation committee intends to considenduwiur annual compensation review whether to grguoity incentive awards to our named executivecef,
and the terms of any such awards, including whetheet any performance targets or other objecthv&ibjective criteria related to the final granvesting of such
awards. The compensation committee will also retaénflexibility to make additional grants througiidhe year if deemed necessary or appropriatedierdo retain our
named executive officers or reward extraordinafgref or achievements.

Personal Benefits and PerquisiteCertain of our named executive officers are emtitieadditional personal benefits in accordancé witat we believe to be
customary practice and law in Israel, includingtabutions towards pension and vocational studiesl§, annual recreational allowances, a companaaiaily food
allowance and a company phone. We believe thesgfiteeare commonly provided to executives in Israatl we therefore believe that it is necessary$ao provide
these benefits in order to attract and retain saperanagement personnel.

Cash BonusUntil 2012, we had never paid cash bonuses toxeouwives; however, our consultancy agreements MittPaz and Dr. Holzer provided for cash
bonuses to be paid at the discretion of our bo&directors in an amount not less than three moistidary. We believe that cash bonus paymentsrasppropriate means
to reward significant achievement and contributmuis by an executive officer, especially for doffis that already hold significant equity positiaomsur company.
Therefore, going forward, cash bonuses may becomera significant component of our compensationcgdbr executive officers.

During its 2012 compensation review, the compeosatommittee determined to make a cash bonus ateakdy. Bar, in the amount and for the reason dbedr

under “Named Executive Officer Compensation — Camspéion of Senior Vice President of Research angeldpment and Chief Technical Officer of InspireNLRI.”
below.
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We intend to consider the amount of cash bonusethett of our named executive officers should bitleshto receive in connection with our annual cemgatior
review, taking into account each executive’s tomhpensation package, the recommendations of eopegsation consultant, and any more formal datahtein
regarding the compensation levels of similarlyatiéal executives. We will also consider in connectidth such review whether to designate certaiarfoial or
operational metrics or other objective or subjectviteria in determining the final amounts of saetards.

Compensation of Named Executive Officers

Compensation of Chief Executive OfficerDuring the six months ended June 30, 2012, Mr.$@tal compensation was $153,597. In 2011, Mr'shatal
compensation was $247,039, as compared to $21: 166l compensation in 2010. Mr. Paz'’s total cemgation was comprised of (i) salary payments fbmoember 1,
2011 through June 30, 2012, (ii) consulting feed parsuant to the consultancy agreement InspirdMDentered into with A.S. Paz Management anddtment Ltd., a
entity wholly-owned by Mr. Paz, through which MaPwas retained to serve as InspireMD Ltd.’s chigfcutive officer from April 1, 2011 through Noveent80, 2011,
(iii) salary payments from January 1, 2011 throdgrch 31, 2011, and (iv) benefits and perquisiéssmore fully discussed below. For the six montided June 30,
2012, Mr. Paz’s salary compensation was $121,322011, Mr. Pa® salary compensation was $42,425 under his em@oyagreement, $122,970 under the consult
agreement with A.S. Paz Management and Investntenghd $15,371 as an employee in December 204 &, tfital of $180,766, as compared to $89,197 uhider
employment agreement and $78,491 under a consylggieement that was in effect prior to his emplegtragreement, for a total of $167,688, in 201@ldtermining
the compensation for Mr. Paz in 2011, our boardigctors evaluated our corporate and organizat@me@omplishments in 2010, as well as Mr. Paz'sviddal
accomplishments. Mr. Paz’s 2011 compensation wasiatreased in anticipation of us becoming a plbtraded company in the U.S. and the additiohéibations that
would entail for our chief executive officer. MraPs compensation package for 2011 was determiefddour share exchange transactions on MarcB®1,, when
InspireMD Ltd. was a private Israeli company. lc@eclance with Israeli law, his compensation wasrstibd to and approved by the stockholders of medpD Ltd. on
February 28, 2011. The compensation committee miéied that no changes were needed to Mr. Paz’s ensgpion package during 2012.

Mr. Paz also received various benefits as bothaaied employee and a consultant, many of whidheeiare required by Israeli law or we believe argt@amarily
provided to Israeli executives. These benefitsuidet contributions to his pension and vocationaliss funds, an annual recreation payment, a coyngam a cell-phone
and a daily food allowance. For the six months dnlime 30, 2012, Mr. Paz's benefits compensatian$82,270. In 2011, Mr. Paz's benefits compensaticough
payments made to him as an employee and throughgrag made to A.S. Paz Management and Investménivias $66,273, as compared to $51,472 in 2010bGand
of directors and compensation committee determihatdequity based compensation would be inapprapfie Mr. Paz in 2011 and 2012, in light of hisremt equity
holdings in our company.

Compensation of Chief Financial Officer, Secretaryand Treasurer. Mr. Shore was initially hired as InspireMD Ltd.’&ce president of business development
and became our chief financial officer, secretany treasurer on March 31, 2011. During the six meended June 30, 2012, Mr. Shore’s total compiemsags
$234,396. In 2011, Mr. Shore’s total compensatias %419,433, as compared to $13,162 in total cosgpien in 2010, which represented compensation fpaid the
commencement of Mr. Shore’s employment on Nover@ade010. Mr. Shore’s total compensation was coseprof salary payments under his employment agneeme
with us, option grants under the InspireMD, IncL2QMBRELLA Option Plan, as more fully discussedobe and benefits and perquisites, as more fubgdssed beloy
For the six months ended June 30, 2012, Mr. Sheed&y compensation was $76,717. In 2011, Mr. Se@nnual salary was $118,333, as compared td $992010.
Pursuant to his employment agreement with us, Mor&s monthly salary was automatically increasednd) 2011, upon the consummation of our share axgé
transactions. Upon Mr. Paz's recommendation, Mor8ls salary was further increased as of July 1128y an additional $838 per month on July 1, 204 Hetermining
to make such additional increase, Mr. Paz consitiéve corporate and organizational accomplishmainesir company since Mr. Shore joined us, his molsuch
accomplishments, his general performance, his asa@ responsibilities as chief financial officke tesire to ensure that his compensation is highgh to retain his
services and the desire to make his compensatimsistent with what we pay to our other senior ekiges. Mr. Paz recommended, and the compensatiomitbee
agreed, that no changes were needed to Mr. Sheaipensation package during 2012 other than therogtant described below.
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Mr. Shore also received various benefits, many luttv either are required by Israeli law or we bedi@re customarily provided to Israeli executivesluding
contributions to his pension and vocational studliesls, an annual recreation payment, a companycampany cell phone, and a daily food allowakce the six
months ended June 30, 2012, Mr. Shore’s benefitpeasation was $18,180. In 2011, Mr. Shore’s benefimpensation was $35,280, as compared to $8$)251L0.

On February 27, 2011, Mr. Shore was granted optisaiscurrently represent the right to acquireaip@5,223 shares of our common stock at an exepcise of
$1.23 per share. This award was part of the inialkage negotiated with Mr. Shore in connectiath Wwis hiring in November 2010. The number of skdece which such
award was exercisable and the exercise price wagimally set forth in Mr. Shore’ employment agreement and related to shares miféhdD Ltd. The per share price w
determined based on the price at which InspireM@ had most recently raised capital. The option egawerted into an option to acquire the currembbber of shares at
the current exercise price through the share exgghtlansactions. The options vest on an annuas basr three years. The options had a fair mardetevof $260,554 as
of February 27, 2011. In determining to grant Miof® a significant portion of his compensationhie form of options, our board of directors belieteat it was
important to give Mr. Shore an equity interest ¢ Broviding Mr. Shore with an equity stake waswad by our board as important, as Mr. Shore preshodid not hold
any such stake in us, as opposed to Mr. Paz anddzer. In determining the number of shares toravta Mr. Shore, Mr. Paz and our board of directanssidered the
need to provide Mr. Shore with a compensation pgelthat was sufficient to attract him to accept leympent with us, given that his base salary wagebetl to be
relatively low for his position, and the desireptovide Mr. Shore with an equity position in oungeany that was significant enough to align his cfdyes with those of
our stockholders and allow Mr. Shore to share infoture on financial growth and the benefits af #hare exchange and us becoming a U.S. publicaiomp

On May 20, 2011, Mr. Shore was awarded a warraptitohase 3,000 shares of our common stock atensisz price of $1.80 per share as a bonus payfioent
his work performed in connection with our shareretge transactions. The warrant had a fair makdeewvof $5,266 and vested immediately. The awarslgixen in
recognition of Mr. Shore’s extraordinary effortéated to our private placement transaction on M&th2011.

On May 25, 2012, Mr. Shore was granted optionstuae up to 300,000 shares of our common stoek axercise price of $0.80 per share. The optiessan
an annual basis over three years. The options feid market value of $139,499 as of May 25, 2012 award was given in recognition of Mr. Shorestpcontributions,
to increase Mr. Shore’s equity stake in us in otddurther align Mr. Shore’ objectives with those of our stockholders anavahim to share in our future financial gro
and to compensate for Mr. Shore’s relatively lovasafor his position.

Compensation of Senior Vice President of Researcimd Development and Chief Technical Officer of InspieMD Ltd. During the six months ended June 30,
2012, Mr. Bar’s total compensation was $112,4320mh1, Mr. Bar’s total compensation was $350,384;anpared to $942,689 in total compensation ir020t. Bar's
total compensation was comprised of salary paymarder his employment agreement with us, a cashdawarded in 2012, as more fully discussed bebptipn grant:
under the InspireMD, Inc. 2011 UMBRELLA Option PJas more fully discussed below, and benefits ardusites, as more fully discussed below. Foisthenonths
ended June 30, 2012, Mr. Bar’s salary compensatas$77,100. In 2011, Mr. Bar’s annual salary we22$760, as compared to $91,684 in 2010. In deteéngithe
compensation for Mr. Bar in 2011, Mr. Paz evaludteticorporate and organizational accomplishmefntsiocompany in 2010, particularly with respecthie
development of our products, as well as Mr. Barhividual achievements and contributions to sudoaplishments. Mr. Bar's increase in salary du@2fdl reflected
his significant contributions to our success in@0dnd our desire to retain him going forward. 2id1 salary was increased to the level it had be&wugust 2008, prior
to salary reductions throughout the company. Me feeommended, and the compensation committeedigret no changes were needed to Mr. Bar’'s congpiens
package during 2012 other than the cash bonusibeddrelow.
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Mr. Bar received a cash bonus of $12,850 in redamnfor his efforts in achieving the successfuinpietion of enrollment of our MASTER Trial durinige six
months ended June 30, 2012. The amount of the heasigqual to an additional month of salary plusadenefits for Mr. Bar.

Mr. Bar also received various benefits, many ofahheither are required by Israeli law or we beliave customarily provided to Israeli executives|uding
contributions to his pension and vocational stufliesls, an annual recreation payment, a companyaa@mpany cell phone, and a daily food allowabeeing the six
months ended June 30, 2012, Mr. Bar’s benefits emrsgtion was $22,482. In 2011, Mr. Bar's benefitegensation was $42,459, as compared to $32,426,1i0.

On June 1, 2011, Mr. Bar was awarded options taieegp to 200,000 shares of common stock at arcieseeprice of $2.75 per share as a bonus payroehis
significant contributions to our company. In deterimg to make such award, Mr. Paz considered Mr'sBzontinued exemplary performance and contrimsito the
clinical development of our product and the degireontinue to retain his services and keep hispgasation consistent with what we pay to our ofieeior executives.
We determined that granting Mr. Bar more of an gauiterest would further increase his opportuniyshare in our future financial success and dligrobjectives with
those of our stockholders. The options vest onmamual basis over a three year period. The optiadsahfair market value of $268,381 as of June 112The exercise
price was the fair market value of our common stmckhe date of grant. On August 31, 2011, we dittéhese options and reissued an option to psecB80,000 shar
of common stock at an exercise price of $1.93 bezaur board of directors determined that the $&x&scise price was too far out of the money taeaehthe
compensatory and incentive purposes of the optibims.exercise price of the new option was therfairket value of our common stock on the date afitgfehe fair value
of the 200,000 options as of August 31, 2011 wa5HT’S5.

Mr. Bar also received two option awards in July @0The first award currently represents the righa¢quire up to 608,707 shares of our common stbek
exercise price of $0.001 per share. The numbehares for which such award was exercisable andxéeise price originally related to shares of iregyD Ltd. The per
share price was set at $0.01 per share. The optisrconverted into an option to acquire the cumember of shares at the current exercise pricaigir the share
exchange transactions. The second award curregttgsents the right to acquire up to 81,161 shafresr common stock at an exercise price of $1&3spare. The
number of shares for which such award was exereisainl the exercise price also originally relatedttares of InspireMD Ltd. The per share price determined based
on the price at which InspireMD Ltd. had most rd@beraised capital. The option was converted imaation to acquire the current number of sharéseaturrent
exercise price through the share exchange transactoth awards were made in recognition of Mr'8eontributions to our corporate and organizadlachievements.
The first award was related to Mr. Bar’s performapeer the long-term of his tenure with us anduodesire to grant Mr. Bar an equity stake that @t be at risk. In
particular, in determining to make this award, tleard of directors took into account the fact tfratn September 2008 to April 2009, Mr. Bar accdeveral salary
reductions, which resulted in his monthly salaringeeduced from approximately $10,133 to approxélya$7,387. Mr. Bar's salary remained approximatd,387 per
month until August 2010, at which time his monthgtary was increased to $8,000. Furthermore, oarchof directors decided that recognizing Mr. Bafferts and
sacrifices through an equity award was the mostapiate form of compensation, as it would alswedo give Mr. Bar an additional equity interesui Providing Mr.
Bar with an increased equity stake was viewed lboard as important, as Mr. Bar’s existing optiarese deemed a very small stake in comparisonaiohtbld by Mr.
Paz and Dr. Holzer. The second award was intensi@dhaore traditional annual incentive award anateel primarily to Mr. Bar's performance in 2010 and desire to
grant Mr. Bar traditional options whose value wofllcttuate depending on the performance of our comstock. Both option awards vest one-twelfth qeréyt
commencing with the quarter in which they were ¢genThe first award had a fair market value of @80 as of July 25, 2010. The second award had anfirket value
of $68,509 as of July 31, 2010.
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Compensation of Former President.During the six months ended June 30, 2012, Drzétts total compensation was $189,290. In 2011 Hbizer's total
compensation was $245,406, as compared to $2056&l compensation in 2010. Dr. Holzer’s totalmpensation was comprised of (i) consulting feed parsuant to
the consultancy agreement InspireMD Ltd. enteréalwith OSHIL, The Israeli Society Ltd., an entityolly-owned by Dr. Holzer, through which Dr. Holzer watainec
to serve as InspireMD Ltd.’s president from Jun2Q,2 through June 30, 2012, (ii) salary paymeas fDecember 1, 2011 through May 31, 2012, (iipsudting fees
paid pursuant to the consultancy agreement Insirékd. entered into with OSHIL, The Israeli Sociét. from April 1, 2011 through November 30, 201i%) salary
payments from January 1, 2011 through March 311284d (v) benefits and perquisites, as more flifgussed below. For the six months ended Jun203@, Dr.
Holzer's salary compensation was $139,654 as arogeg, which includes a payout of his unused vaoaliays of $36,010, and $14,474 under the consyltagreement
with OSHIL, The Israeli Society Ltd., for a totefl $154,128. In 2011, Dr. Holzer’s salary compermsatvas $42,425 under his employment agreement, $1@2inder the
consultancy agreement with OSHIL, The Israeli Stydigd., and $15,371 as an employee in Decembet 20t a total of $180,766, as compared to $89ir@¥er his
employment agreement and $74,791 under a consylegieement that was in effect prior to his emplegtragreement, for a total of $163,988, in 201@ldtermining
the compensation for Dr. Holzer in 2011, our baafrdirectors evaluated our corporate and orgarmatiaccomplishments in 2010, as well as Dr. H&zedividual
accomplishments and contributions to our accompiesfits. Our board of directors determined that areamse in compensation for Dr. Holzer was apprépita2011, in
part, in anticipation of us becoming a U.S. pullithded company in 2011 and the increased redpbtiss that would result for our president. Drolder’'s compensation
package for 2011 was determined before the shatemege transactions, when InspireMD Ltd. was agpeivsraeli company. In accordance with Israeli, lais
compensation was submitted to and approved byttio&t®olders of InspireMD Ltd. on February 28, 20Tlhe compensation committee determined that noggsawere
needed to Dr. Holzer's compensation package dutsng012 compensation review.

Dr. Holzer also received various benefits as bathlaried employee and a consultant, many of weiitter are required by Israeli law or we believe ar
customarily provided to Israeli executives. Thesedits included contributions to his pension andational studies funds, an annual recreation paymaecompany car
and cell phone, and a daily food allowance. Forsikenonths ended June 30, 2012, Dr. Holzer's besnedmpensation through payments made to him asaloyee and
through payments made to OSHIL, The Israeli Sodi¢dy was $35,163. In 2011, Dr. Holzer’s benefitsnpensation through payments made to him as anogemhand
through payments made to OSHIL, The Israeli Sodiédy was $64,640, as compared to $45,604 in 2010.board of directors and compensation commiteterchined
that equity based compensation would be inapprapfia Dr. Holzer in 2011 and 2012, in light of leisrrent equity holdings in our company.

Compensation of Former Vice President of Sales of$pireMD Ltd. During the six months ended June 30, 2012, Ms.sRafal compensation was $83,569. |
2011, Ms. Paz’s total compensation was $782,016pampared to $77,603 in total compensation in 20%.Paz’s total compensation was comprised gigi)ments for
consulting fees under a consultancy agreementriig) Ltd. entered into with Ms. Paz which termirsaten March 31, 2011 and provided for the paymerat fated
hourly consulting fee of $45 for services providedsrael and a fixed daily consulting fee of $460services provided outside of Israel, and (@yments for consulting
fees under a consultancy agreement InspireMD LIrtbred into with Sara Paz Management and Markétidgan entity whollyewned by Ms. Paz, through which Ms. |
was retained to serve as InspireMD Ltd.’s vice jexst of sales from April 1, 2011 until its termiimen on June 30, 2012, (iii) an option grant unither InspireMD, Inc.
2011 UMBRELLA Option Plan, as more fully discusdgrdow, and (iv) benefits and perquisites, as mollg fliscussed below. Ms. Paz’'s payments undecbaesultancy
agreements were $89,819 during the six months ehdeel 30, 2012. Ms. Paz’s payments under her dansyl agreements were $112,136 in 2011, as compared
$77,603 in 2010. In determining the compensatioMs. Paz in 2011, Mr. Paz evaluated our corpaaatkorganizational achievements in 2010, with siqudar
emphasis on our sales growth, to which Ms. Paz'&wontributed, her contributions and perceivedifetpotential on a full-time basis and the compgoisgaid to
similarly situated executives within our company. Bolzer and Mr. Shore approved Mr. Paz’s deteatiim with respect to Ms. Paz's compensation. Mz P
recommended, and the compensation committee agtegdio changes were needed to Ms. Paz's compemgatckage during 2012.

In conjunction with InspireMD Ltd. entering intodftonsultancy agreement with Sara Paz ManagemeérNarketing Ltd, we commenced paying Ms. Paz the
benefits required by Israeli law and comparablesfiento our other executives. As such, pursuatiiécconsultancy agreement, in 2011 and 2012, kisréteived
various benefits, including contributions to hengien and vocational studies funds, an annual atiorepayment, a company car, a company cell phrameéa daily food
allowance. During the six months ended June 302 20I5. Paz’s benefits compensation was $24,752011, Ms. Paz’s benefits compensation was $30,473.
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In addition, in recognition of Ms. Paz’'s contrilaris to our corporate and organizational achievesnar010, particularly with respect to the incezhsales of
our products, in June 2011, our board of direchwvarded Ms. Paz options to acquire up to 365,2a8eshof common stock at an exercise price of $des&hare. The
options vest on a monthly basis over a three yeaog. The options had a fair market value of $88%,as of June 1, 2011. The amount was determiitadeference to
the award made to Mr. Shore during 2011, for anm@pmately equal number of shares. The exerciseeprias the fair market value of our common stockherdate of
grant. We did not consider the Black-Scholes vauabf the grant prior to making it. We did takéarmccount the desire to provide Ms. Paz with arntggposition in our
company, separate from that of her husband, thatdifarther align her objectives with those of stwckholders and allow her to share in our futurarfcial growth.

Impact of Tax Laws

Deductibility of Executive Compensation.Generally, under U.S. law, a company may not dedoictpensation of more than $1,000,000 that is fwa&h
individual employed by the company who, on the tist of the taxable year, either is the compansitscipal executive officer or an individual whoasnong the three
highest compensated officers for the taxable yete( than the principal executive officer or tmimpipal financial officer). The $1,000,000 limitah on deductions does
not apply to certain types of compensation, incigdjualified performance-based compensation, ahdagplies to compensation paid by a publicly-tderporation
(and not compensation paid by non-corporate eslitRecause the compensation deducted in the &k.8ath individual to whom this rule applies hagdrically been
less than $1,000,000 per year, we do not belieaethie $1,000,000 limitation will affect us in thear future. If the deductibility of executive coemsation becomes a
significant issue, our compensation plans and @slimay be modified to maximize deductibility ifraaompensation committee and we determine that actibn is in ou
best interests.

Impact of Israeli Tax Law. The awards granted to employees pursuant to Sebfipof the Tax Ordinance under the InspireMD, B&11 UMBRELLA Option
Plan may be designated by us as approved optiaies time capital gains alternative, or as approyibies under the ordinary income tax alternative.

To qualify for the capital gains alternative, carteequirements must be met, including registratibthe options in the name of a trustee. Eactoaptind any
shares of common stock acquired upon the exertige @ption, must be held by the trustee for aggecommencing on the date of grant and deposittinist with the
trustee and ending 24 months thereafter.

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

Under the InspireMD, Inc. 2011 UMBRELLA Option PJame may also grant to employees options purswe8ettion 102(b)(3) of the Israeli Tax Ordinancat
are not required to be held in trust by a trustéds alternative, while facilitating immediate egise of vested options and sale of the underlyirages, will subject the
optionee to the marginal income tax rate of up%4s well as payments to the National Insuransttiiie and health tax on the date of the salb@&hares or options.
Under the InspireMD, Inc. 2011 UMBRELLA Option Plame may also grant to non-employees options patsoaSection 3(1) of the Israeli Tax Ordinance ddnthat
section, the income tax on the benefit arisindieodptionee upon the exercise of options and therece of common stock is generally due at the éihexercise of the
options.

Allotment of these options may be subject to teofrthe tax ruling that has been obtained by Indpide_td. from the Israeli tax authorities accorditegSection
103 of the Israeli tax ordinance, with regard t® share exchange transactions. According to thpriaxuling, the exchange of shares and optiorissgireMD Ltd. for
shares and options of our company pursuant tohtaeexchange transactions will not result in amédiate tax event for InspireMD Ltd.’s former shaiglers, but a
deferred tax event, subject to certain conditiastgulated in the tax pre-ruling. The main codibf the tax pre-ruling is a restriction on thelkanged shares for two
years from December 31, 2010 for shareholders hgldver of 5% of our outstanding shares of comntocks
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Termination Payments

Our agreements with Messrs. Paz, Bar and Shoréseanli law provide, and our agreements with Drlzdoand Ms. Paz provided, for payments and other
compensation in the event of termination under@eitircumstances, as more fully described undeethtive Compensation — Potential Payments Upomibation or
Change of Control.” These provisions are compride@ notice periods of varying length prior tdeamination without cause (180 days for Mr. Paz BndHolzer, 30
days in general and 180 days following certain glean control events for Mr. Shore, 60 days for Biar and 30 days for Ms. Paz), (ii) severance paysas required by
Israeli law, (iii) vesting of Mr. Shore’s, optiongon his termination in connection with a changeasftrol and (iv) vesting of Mr. Shore’s, Mr. Badsad Ms. Pa® options
automatically upon a change of control if such lstoptions are not assumed or substituted by thexsng company. We believe that having these priowis in our
agreements with our officers enables our officefotus solely on the performance of their jobphyiding them with security in the event of cemtégrminations of
employment. With respect to the notice provisiams,believe that these provide us with a mechanisensure a successful transition if we have tcapbne of our
named executive officers. In addition, we have fmes these benefits to our officers because wewelit is necessary for retention purposes, tadttwell qualified and
talented executives and, in the case of severamgagnts, to comply with Israeli law. In exchangetf@se protections, our officers have agreed todumd by certain
restrictive covenants, including confidentialitgmcompetition and non-solicitation provisions.

Risk Considerations in our Compensation Programs

Our compensation committee believes that risksnarisom our policies and practices for compengpémployees are not reasonably likely to have @naht
adverse effect on us and do not encourage riskdakat is reasonably likely to have a materialeage effect on us. Our compensation committee\edi¢hat the
structure of our executive compensation prograngatiés risks by avoiding any named executive offptacing undue emphasis on any particular perfogeanetric at
the expense of other aspects of our business.

Summary Compensation Table
The table below sets forth, for the transition perended June 30, 2012 and the fiscal years endeeniber 31, 2011, 2010 and 2009, the compensatioec by

Ofir Paz, our chief executive officer, Craig Shavar chief financial officer, secretary and trea@suEli Bar, InspireMD Ltd.’s senior vice presideritresearch and
development and chief technical officer, Asher tdo]2h.D., our former president, and Sara Pazjri#g® Ltd.’s former vice president of sales.

Option All Other
Salary Bonus Awards($) Compensatior Total

Name and Principal Position Year(*) [C]E)] %)) (2 [E]E)] %))

Ofir Paz(3)

Chief Executive Office 201z 121,32 - - 32,27((4) 153,59
2011 57,79¢ - - 189,24(4) 247,03!
201cC 89,197 - - 129,96:(4) 219,16(
200¢ 76,52¢ - - 129,9044) 206,43

Craig Shore

Chief Financial Officer, Secretary and Treasu 2012 76,717 - 139,49¢ 18,18((5) 234,39t
2011 118,33! - 260,55: 40,54¢(5) 419,43:
201cC 9,91 - - 3,25((5) 13,16%(6)

Eli Bar

Senior Vice President, Research and Development a

Chief Technical Officer of InspireMD Lt 201z 77,10( 12,85( - 22,484(8) 112,43.
2011 122,76( - 185,1747) 42,45¢8) 350,39:
201cC 91,68 - 818,50 32,49((8) 942,68!
200¢ 86,97 - - 38,58%(8) 125,55¢

Asher Holzer, Ph.D.(3)

Former Presiden 201z 139,65 - - 49,637(9) 189,29:
2011 57,79¢ - - 187,61((9) 245,40t
201cC 89,197 - - 120,3949) 209,59:
200¢ 73,52¢ - - 109,0549) 182,58(

Sara Paz

Former Vice President of Sales of InspireMD L 2012 - - - 83,56410) 83,56
2011 - - 639,40 142,60410) 782,01t
201cC - - - 77,60410) 77,60¢
200¢ - - - 59,19(10) 59,19°
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2012 refers to our transition period from Januathrbugh June 30, 2012. Years 2009 to 2011 refeut@nnual reporting periods for those ye

Compensation amounts received in non-U.S. nayr@ave been converted into U.S. dollars usingtiezage exchange rate for the applicable yeae avkrage
exchange rate for 2012 was 3.80 NIS per dollaratfezage exchange rate for 2011 was 3.5781 NI€gikr, the average exchange rate for 2010 was38.RB8S per
dollar and the average exchange rate for 2009 v@#28 NIS per dollal

The amounts in this column reflect the dollaroaints recognized for financial statement reporingposes with respect to the six months ended 3002012 and the
years ended December 31, 2009, 2010 and 2011¢candance with FASB ASC Topic 718. Fair value isduhsn the BlaclScholes option pricing model using the
value of the underlying shares at the measurensaat Bor additional discussion of the valuatioruergstions used in determining stock-based compemsatid the
grant date fair value for stock options, see “Mamagnt’s Discussion and Analysis of Financial Cdondiand Results of Operation — Critical AccountPglicies—
Share-Based Compensation” and Note 2—"Significactointing Policies” and Note 10—“Equity (Capitalf@éency)” of the Notes to the Consolidated Finahci
Statements for the Six Months Ended June 30, 20diaded herein

Both Mr. Paz and Dr. Holzer are directors but dbreoeive any additional compensation for theivises as director:

Mr. Paz's other compensation consisted of $67j6 consulting salary and $72,297 in benefit20A9, $78,491 in consulting salary and $51,47 Zimfiits in 2010
and $122,970 in consulting salary and $66,273 iefits in 2011 and consisted solely of benefit20d2. In each of 2009, 2010, 2011 and 2012, Mr'sRamnefits
included our contributions to his severance, pemsiocational studies and disability funds, an @hmecreation payment, a company car and cell prame: a daily
food allowance. In 2012, the «~related benefits for Mr. Paz were valued at $12,

Mr. Shore’s other compensation consisted sal&lyenefits in 2010 and 2012 and consisted of @amaaward valued at $5,266 and $35,280 in beniefig011. In
each of 2010, 2011 and 2012, Mr. Shore’s benefiiided our contributions to his severance, pensiocational studies and disability funds, an ahneereation
payment, a company car and cell phone, and a ity allowance

Mr. Shore’s total compensation in 2010 représgtamounts paid beginning on November 24, 20H0d#te of the commencement of Mr. Shore’s employnwéh
us.

On June 1, 2011, Mr. Bar was awarded optioractpire up to 200,000 shares of common stock akartise price of $2.75 per share as a bonus payforehis
contributions to our company in 2010. The optibad a fair market value of $268,381. In August 2044 cancelled the option to purchase 200,000 shudre
common stock that were awarded to Mr. Bar in JWiEl2and reissued an option to purchase 200,00@sbacommon stock at an exercise price of $1.83uee our
board of directors determined that the $2.75 egerprice was too far out of the money to achieeectimpensatory and incentive purposes of the aptiofhe new
options had a fair market value of $185,1
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(8) Mr. Bar's other compensation in 2009, 2010, 2@fhd 2012 consisted solely of benefits, including contributions to his severance, pension, vonatistudies and
disability funds, an annual recreation paymenpmamany car and cell phone, and a daily food allmee

(9) Dr. Holzer's other compensation consisted &,880 in consulting salary and $54,014 in ben&fi®009, $74,791 in consulting salary and $45,80denefits in
2010, $122,970 in consulting salary and $64,64feimefits in 2011 and $14,474 in consulting salay $35,163 in benefits in 2012. In each of 2009,2@011 and
2012, Dr. Holzer's benefits included our contriloa to his severance, pension, vocational studgieslsability funds, an annual recreation paymamtympany car
and cell phone, and a daily food allowar

(10)Ms. Paz’s other compensation consisted of $59,AZbmsulting salary in 2009, $77,603 in consulgatary in 2010, $112,136 in consulting salary ab@d,473 in
benefits in 2011 and $60,000 in consulting salay $23,569 in benefits in 2012. In each of 2011202, Ms. Paz's benefits included our contribugitmher
severance, pension, vocational studies and digahilds, an annual recreation payment, a compangmrd cell phone, and a daily food allowar

2012 and 2011 Grants of Plan-Based Awards

The following table sets forth information regamgligrants of plan-based awards to our named execatficers in the six months ended June 30, 2012:

Option
Awards: Exercise or Grant Date
Number of Base Price of Fair Value
Securities Option of
Grant Underlying Awards Options Option
Name Date (#) ($/Sh) Awards ($)
Ofir Paz
Chief Executive Office - - - -
Craig Shore
Chief Financial Officer, Secretary and Treasu 5/25/201. 300,00((1) 0.8C 139,49¢
Eli Bar (2)

Senior Vice President, Research and DevelopmenCaunef

Technical Officer of InspireMD Ltc = = - -
Asher Holzer, Ph.D.

Former Presiden - - - -
Sara Paz

Vice President of Sales of InspireMD L - = - -

(1) On May 25, 2012, Mr. Shore was granted opttorecquire up to 300,000 shares of our common sibek exercise price of $0.80 per share. The optiest on an
annual basis over three years. The options hai méaket value of $139,499 as of May 25, 2012 &lwvard was given in recognition of Mr. Shore’stpas
contributions, to increase Mr. Shore’s equity stekes in order to further align Mr. Shore’s objeets with those of our stockholders and allow hinstare in our
future financial growth and to compensate for Mio&'s relatively low salary for his positio

89




The following table sets forth information regamgligrants of plan-based awards to our named execafficers in the fiscal year ended December 31,120

Option

Awards: Exercise or Grant Date

Number of Base Price of Fair Value

Securities Option of

Grant Underlying Awards Options Option

Name Date (#) ($/Sh) Awards ($)
Ofir Paz
Chief Executive Office - - - -
Craig Shore 2/27/201: 365,22 1.2t 260,54«
Chief Financial Officer, Secretary and Treasu 5/20/201: 3,00((1) 1.8C 5,26¢
Eli Bar(2) 6/1/201: 200,00( 2.7 268,38:
Senior Vice President, Research and DevelopmenCaunef
Technical Officer of InspireMD Ltc 8/31/201: 200,00( 1.9¢ 185,17
Asher Holzer, Ph.D.
Former Presiden - - - -
Sara Paz(3)
Vice President of Sales of InspireMD L 6/1/201: 365,22! 1.5C 639,40°

(1) On May 20, 2011, Mr. Shore was awarded a watapurchase 3,000 shares of our common stock ekercise price of $1.80 per share as a bonusguatyfor his
work performed in connection with our share excleaingnsactions. The warrant had a fair market vafi&5,266 and vested immediately. The award wasngin
recognition of Mr. Shor's extraordinary efforts related to our private ptaent transaction on March 31, 20

(2) On June 1, 2011, Mr. Bar was awarded optioractpire up to 200,000 shares of common stock akarcise price of $2.75 per share as a bonus payforehis
contributions to our company in 2010. The optioad h fair market value of $268,381. In August 2044 cancelled the option to purchase 200,000 sludiresmmor
stock that were awarded to Mr. Bar in June 2011raissued an option to purchase 200,000 shareznmihon stock at an exercise price of $1.93 becausbaard of
directors determined that the $2.75 exercise pr® too far out of the money to achieve the comgeng and incentive purposes of the options. Téssilted in a
change in fair market value to $185,1

(3) On March 27, 2012, Ms. Paz ceased to be aruéxefficer upon the appointment of Robert Rasisiour new head of sales and marketing, but hgsaerily
retained her title as vice president of sz
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Outstanding Equity Awards at June 30, 2012

The following table shows information concerningxercised options outstanding as of June 30, 201@4ch of our named executive officers. Theeenar
outstanding stock awards with our named execulfffiecos.

Number of securities ~ Number of securities

underlying underlying Option exercise price ~ Option expiration
unexercised options unexercised options

Name (#) exercisable (#) unexercisable (%) date
Ofir Paz - - - -
Craig Shore 121,74: 243,48(1) 1.2¢ 2/27/202:
- 300,00((2) 0.8C 5/25/202.
Eli Bar 243,48: - 0.001 10/28/2011
365,22 - 0.001 12/29/2011
405,80« 202,9043) 0.001 7/22/202!
54,10° 27,0543) 1.2¢ 7128/202!
66,66 133,33(4) 1.9¢ 5/23/201!
Asher Holzer, Ph.C - - - -
Sara Pa 121,74. 243,48(5) 1.5C 6/1/201¢

(1) These options were granted in February 2011 artdavesially, with 1/3 vesting on November 23, 20dyember 23, 2012 and November 23, 2(
(2) These options were granted on May 25, 2012 andavestally, with 1/3 vesting on May 25, 2013, May 2614 and May 25, 201

(3) These options were granted in July 2010 and vesteplly over three years, commencing with the eurant which they were grante

(4) These options were granted in August 2011 andarestally, with 1/3 vesting on May 23, 2012, May 2813 and May 23, 201

(5) These options were granted in June 2011 and vesgiiy, with 1/3 vesting on April 8, 2012, April 2013 and April 8, 201+«

Option Exercises and Stock Vested

There were no stock options exercised by our naemedutive officers during the six months ended Bhe2012 or the fiscal year ended December 311.201
2011 UMBRELLA Option Plan

On March 28, 2011, our board of directors and stolders adopted and approved the InspireMD, Int120MBRELLA Option Plan, which was subsequently
amended on October 31, 2011. Under the Inspireld®,2011 UMBRELLA Option Plan, we have reserve¢ddDB,000 shares of our common stock as award®to th
employees, consultants, and service providersdpil@MD, Inc. and its subsidiaries and affiliatesridwide.

The InspireMD, Inc. 2011 UMBRELLA Option Plan cuntl consists of three components, the primary placument that governs all awards granted under the
InspireMD, Inc. 2011 UMBRELLA Option Plan, and twppendices: (i) Appendix A, designated for the pagpof grants of stock options and restricted savestrds to
Israeli employees, consultants, officers and osleevice providers and other nehS. employees, consultants, and service proviae(ii) Appendix B, which is the 20:
U.S. Equity Incentive Plan, designated for the pagpof grants of stock options and restricted saverds to U.S. employees, consultants, and sepvaséders who are
subject to the U.S. income tax.

The purpose of the InspireMD, Inc. 2011 UMBRELLA®@p Plan is to provide an incentive to attract agtdin employees, officers, consultants, directansl
service providers whose services are consideredild, to encourage a sense of proprietorship@atinulate an active interest of such personsimdevelopment and

financial success. The InspireMD, Inc. 2011 UMBRBLOption Plan is administered by our compensatommittee. Unless terminated earlier by the bo&udirectors,
the InspireMD, Inc. 2011 UMBRELLA Option Plan wékpire on March 27, 2021.
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Potential Payments Upon Termination or Change of Cuatrol

Our agreements with Messrs. Paz, Bar and Shoré{d@zer and Ms. Paz as well as Israeli law profaepayments and other compensation in the evethteif
termination or a change of control of us underaiertircumstances, as described below.

Chief Executive Officer. Pursuant to Mr. Paz’s consultancy agreement,agsgss the right to terminate his employment withcause” (as such term is
defined in the agreement) upon at least 180 dags potice to Mr. Paz. During such notice perio@ will continue to compensate Mr. Paz accordingisoagreement and
Mr. Paz will be obligated to continue to dischaagel perform all of his duties and obligations urttieragreement, and to cooperate with us and sdeebt efforts to
assist with the integration of any persons thahewe delegated to assume Mr. Paz’s responsibilitlés believe that this arrangement will assisinueschieving a
successful transition upon Mr. Paz’s departure. Réiz is entitled to terminate his employment wighin the event that we do not fulfill our undertegs under our
agreement, upon at least 30 days prior notice tduring which time we may cure the breach. Dusngh notice period, we will continue to compendatePaz
according to his agreement and Mr. Paz will begattéd to continue to discharge and perform alli®fties and obligations under the agreement.

If Mr. Paz's employment is terminated for any reasther than for cause, as a senior executive usteeli law, he will also be entitled to severapegments
equal to the total amount that has been contribisteshd accumulated in his severance payment fLimeltotal amount accumulated in his severance pat/fued as of
June 30, 2012 was $86,408, as adjusted for colvefisim New Israeli Shekels to U.S. Dollars.

We are entitled to terminate Mr. Paz's employmemhediately at any time for “cause” (as such termeiined in the agreement and the Israeli Severance
Payment Act 1963), upon which, after meeting centaguirements under the applicable law and relsea¢li Labor court requirements, we believe we halve no furthe
obligation to compensate Mr. Paz and Mr. Paz vatllve entitled to the amount that has been contbto and accumulated in his severance paymedt fun

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

Chief Financial Officer, Secretary and Treasurer. Subject to certain conditions, either party to @mployment agreement with Mr. Shore may termitiate
employment agreement without “cause” (as such temefined in Mr. Shore’s employment agreement wihupon at least 30 days prior notice to thergtiaety or, in
the event of a major change of control in termghefownership of shares of our common stock oiniretlectual property, upon at least 180 days pmitice. During suc
notice period, we will continue to compensate Mrof® according to his employment agreement andSkiore will be obligated to continue to discharge perform all o
his duties and obligations under his employmen¢agent, and to cooperate with us and use his fiegsdo assist with the integration of any perstimat we have
delegated to assume Mr. Shore’s responsibiliti¥e. believe that this arrangement with Mr. Shoré askist us in achieving a successful transitioonudr. Shore’s
departure. In addition, upon termination withoc&tise,” we have the right to pay Mr. Shore a lusynpent representing his compensation for the npéc®d and
terminate Mr. Shore’s employment immediately.

If we terminate Mr. Shore’s employment without oauglr. Shore will be entitled, under Israeli law,severance payments equal to his last month’sysala
multiplied by the number of years Mr. Shore hasbemployed with us. In order to finance this oatign, we make monthly contributions equal to 8.33r. Shore’s
salary to a severance payment fund. The total atreecumulated in Mr. Shore’s severance paymert asnof June 30, 2012 was $14,165 as adjustetidaranversion
from New Israeli Shekels to U.S. Dollars. HowevEMr. Shore’s employment is terminated withoutisa, on account of a disability or upon his deashof June 30,
2012, Mr. Shore would have been entitled to rec8&498 in severance under Israeli law, therebyireng us to pay Mr. Shore $1,333 , in additionrateasing the
$14,165 in Mr. Shore’s severance payment fund.th@rother hand, pursuant to his employment agregiinShore is entitled to the total amount cdnited to and
accumulated in his severance payment fund in tkatexf the termination of his employment as a ttesfulhis voluntary resignation. In addition, Mh@&e would be
entitled to receive his full severance payment umshaeli law, including the total amount contriedtto and accumulated in his severance payment fulnel retires from
our company at or after age 67.

We are entitled to terminate Mr. Shore’s employmemhediately at any time for “cause” (as such t&smefined in the agreement and the Israeli Seeeran

Payment Act 1963), upon which, after meeting centaguirements under the applicable law and relsea¢li Labor court requirements, we believe we halve no furthe
obligation to compensate Mr. Shore.
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In addition, pursuant to Mr. Shore’s employmenteagnent, in the event of a change of control ofommpany, the majority of shares of our common stwodur
intellectual property that results in the termioatdf Mr. Shore’s employment within one year oftsgbange of control, the stock options granted toSfore in
accordance with the terms of his employment agreethat were unvested will vest immediately upochstermination. Furthermore, pursuant to termdaioad in Mr.
Shore’s stock option award agreement, in the evkatchange of control of our company, the stodioos granted to Mr. Shore that were unvestedweidit immediately
upon such change of control if such stock optioesmat assumed or substituted by the surviving comwp

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

Senior Vice President of Research and Developmenié Chief Technical Officer of InspireMD Ltd. Subject to certain conditions, either party to ou
employment agreement with Mr. Bar may terminateetimployment agreement without “cause” (as such temefined in Mr. Bar's employment agreement wigf) upon
at least 60 days prior written notice to the ofety. During such notice period, we will continmecompensate Mr. Bar according to his employragnéement and Mr.
Bar will be obligated to continue to discharge aedorm all of his duties and obligations underdrsgployment agreement, and to cooperate with usisadhis best
efforts to assist with the integration of any pesthat we have delegated to assume Mr. Bar's nsgpibities. We believe that our severance arrarg# with Mr. Bar
will assist us in achieving a successful transitipon Mr. Bar's departure. In addition, upon taration without “cause,” we have the right to pay. Bar a lump payment
representing his compensation for the notice paaimtiterminate Mr. Bar's employment immediately.

If Mr. Bar's employment is terminated without caukt. Bar will also be entitled under Israeli lasvgeverance payments equal to his last month’sysala
multiplied by the number of years Mr. Bar has bemployed with us. In order to finance this obligaf we make monthly contributions equal to 8.33%Mo. Bar's
salary each month to a severance payment fund.tofileamount accumulated in his severance payfoedtas of June 30, 2012 was $63,450, as adjustezbfiversion
from New Israeli Shekels to U.S. dollars. HoweveMr. Bar's employment was terminated without sauon account of a disability or upon his deaghpfalune 30,
2012, Mr. Bar would be entitled to receive $68,898everance under Israeli law, thereby requirisgoupay Mr. Bar $4,947, in addition to releasing $63,450 in his
severance payment fund. In addition, Mr. Bar wdddcentitled to receive his full severance paynoeder Israeli law, including the total amount cdnited to and
accumulated in his severance payment fund, if tieesefrom our company at or after age 67.

We are entitled to terminate Mr. Bar's employmentriediately at any time for “cause” (as such termeiined in the agreement and the Israeli Severance
Payment Act 1963), upon which, after meeting centaguirements under the applicable law and relsea¢li Labor court requirements, we believe we halve no furthe
obligation to compensate Mr. Bar.

In addition, pursuant to terms contained in Mr.’Batock option award agreement, in the event dfaage of control of our company, the stock optigreited t«
Mr. Bar that were unvested will vest immediatelynpsuch change of control if such stock optionsnateassumed or substituted by the surviving compaiso, upon
termination of Mr. Bar's employment for any reasae, will compensate him for all unused vacationdagcrued.

Former President. Pursuant to Dr. Holzer’s consultancy agreement watldated June 1, 2012, both Dr. Holzer and wegssshe right to terminate the
consultancy agreement for any reason or for ncoreapon at least 15 days prior notice to otheryp@tiring such notice period, we will continue tangpensate Dr.
Holzer his consulting fees according to his agre@raad Dr. Holzer will be obligated to continuedischarge and perform all of his duties and obiiget under the
agreement. In the event we terminate the consudtjngement without “causedq such term is defined in the agreement), we phglDr. Holzer his consulting fees for
entire term of the consulting agreement, which teates November 30, 2012. Upon termination of thesalting agreement, we believe that we will hagdurther
obligation to compensate Dr. Holzer and Dr. Holzél not be entitled to any additional compensatiother than as set forth above.
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Former Vice President of Sales of InspireMD Ltd.Subject to certain conditions, either party to comsultancy agreement with Ms. Paz may terminate th
agreement without “cause” (as such term is defindter consultancy agreement) upon at least 30 piagswritten notice to the other party. Duringch notice period,
we will continue to compensate Ms. Paz accordingetoconsultancy agreement and Ms. Paz will begat#d to continue to discharge and perform allesfduties and
obligations under her consultancy agreement, addperate with us and use her best efforts tatasgth the integration of any persons that we hdelegated to assume
Ms. Paz’s responsibilities. We believe that owesance arrangement with Ms. Paz will assist wchieving a successful transition upon Ms. Pazmdere. Ms. Paz is
entitled to terminate her employment with us inélent that we do not fulfill our undertakings undar agreement, upon at least 30 days prior ntbices, during which
time we may cure the breach. During such noticgewe will continue to compensate Ms. Paz adogrtb her agreement and Ms. Paz will be obligatecbntinue to
discharge and perform all of his duties and obiigest under the agreement.

In addition, pursuant to terms contained in Ms.' Batck option award agreement, in the event dfaage of control of our company, the stock optigranted ti
Ms. Paz that were unvested will vest immediatelgrupuch change of control if such stock optionsnateassumed or substituted by the surviving compan

We are entitled to terminate Ms. Paz’'s employmemhediately at any time for any reason, upon whiehbelieve we will have no further obligation to
compensate Ms. Paz under her consultancy agreemestaeli law, except as provided above.

The following table shows, as of June 30, 2012epiaal payments to our named executive officers/éoious scenarios involving a resignation, terriomg
change of control, retirement, death or disabilitying, where applicable, the closing price of cammon stock of $1.06 (as reported on the OTC BnlRoard as of June
29, 2012). Compensation amounts to be paid inth&-currency have been converted into U.S. dollansg 3.923 NIS per dollar, which was the exchaiage as of Jur
30, 2012.

Termination
Not for
Voluntary Cause in
Resignation Connection
Upon Termination with a Change of
Breach By Voluntary Termination Not for Change of Control (No
Type of Event Us Resignation for Cause Cause Death Disability Control Termination
Ofir Paz
Employment agreement
payments $ 19,8741) $ 19,8741) — $ 119,234(2) — — $ 119,23¢(2) —
Severance payments( $ 86,40¢ $ 86,40¢ — $ 86,40¢ $ 86,40¢ $ 86,40¢ $ 86,40¢ —
Accrued vacation payments(  $ 61,527 $ 61,527 $ 61,527 $ 61,527 $ 61,527 $ 61,527 $ 61,527 —
Value of accelerated optiol — — — — — — — —
Craig Shore
Employment agreement
payments $ 12,365) $ 12,364(5) — $ 12,364(5) — — $ 74,2152) =
Severance paymer $ 14,1656) $ 14,164(6) — $ 15,49¢7) $ 15,49¢7) $ 15,49¢7) $ 15,49¢7) —
Accrued vacation payments( $ 12,24: $ 12,24: $ 12,24: $ 12,24: $ 12,24: $ 12,24: $ 12,24: —
Value of accelerated optiol — — — — — $ 78,00((8) $ 78,00((9)
Eli Bar
Employment agreement
payments $ 24,94410) $ 24,94(10) — $ 24,94(10) — — $ 24,94410) —
Severance paymer — — — $ 68,39(7) $ 68,39(7) $ 68,39(7) $ 68,391(7) —
Accrued vacation payments( $ 40,59: $ 40,59: $ 40,59: $ 40,59: $ 40,59: $ 40,59: $ 40,59: —
Value of accelerated optiol — — — = = $ 214,8711) $ 214,87411)

Asher Holzer
Employment agreement
payments $ 10,16412) $ 10,16412) $ 10,16412) $ 101,68(13) — — $ 101,68(13) —
Severance payments( — — — — —
Accrued vacation payments( — — — — = = — —
Value of accelerated optiol — — — — — — —

Sara Paz
Consultancy agreement
payments $ 13,495) $ 13,495) $ — $ 13,494(5) — — $ 13,494(5) —
Severance paymer — — — = = — — —_
Accrued vacation paymen — — — — — — — —
Value of accelerated optiol — — — — — = — —
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@)

@

(©)
4)
(©)

(6)
@)

®)

9)

Represents total compensation for 30 daysndwihich time we will continue to compensate thiicef according to his agreement and the officék va obligated to
continue to discharge and perform all of his dugied obligations under the agreement. In the evemtaterial breach by us, we are permitted to curebreach of tr
agreement during the 30 day notice per

Represents total compensation for 180 daysnguvhich time we will continue to compensate tfilicer according to his agreement and the officér lve obligated
to continue to discharge and perform all of hisetiaind obligations under the agreem

Represents the total amount that has been corgdhiatand accumulated in his severance payment
Pursuant to Israeli law, the value of a vacatioyidaequal to gross salary divided by 22 workingsdper month

Represents total compensation for 30 daysndwshich time we will continue to compensate thiicef according to his or her agreement and theaffwill be
obligated to continue to discharge and perfornofafiis or her duties and obligations under the exgent.

Represents the total amount that has been corgdhiatand accumulated in his severance payment fare paid pursuant to his employment agreen

Represents the total amount to be paid undaelidaw in the event of termination not for causalculated based upon the offieemonthly salary as of June 30, 2C
multiplied by his years of employment with |

Represents the vesting of options to purch@8¢080 shares of our common stock, multiplied leydtiference between the exercise price of $0.&fltha closing
price of our common stock of $1.06 (as reportedhenOTC Bulletin Board as of June 29, 2012), whikhll occur upon termination of Mr. Shore’s empleyr
within one year of a change of contr

Assumes that such stock options are not assems&abstituted by the surviving company and regmessthe vesting of options to purchase 300,00€estaf our
common stock, multiplied by the difference betw#enexercise price of $0.81 and the closing prfaauo common stock of $1.06 (as reported on the Guiletin
Board as of June 29, 201

(10)Represents total compensation for 60 days, durimghwtime we will continue to compensate the offiaecording to his agreement and the officer welldbligated to

continue to discharge and perform all of his dudied obligations under the agreem:

(11)Assumes that such stock options are not assumsabstituted by the surviving company and represetsum of the vesting of options to purchase @2 shares «

our common stock, multiplied by the difference betw the exercise price of $0.001 and the closiiog f our common stock of $1.06 (as reported enQA C
Bulletin Board as of June 29, 201

(12)Represents total compensation for 15 days, durimghwtime we will continue to compensate the offiaecording to his agreement and the officer welldbligated to

continue to discharge and perform all of his dudied obligations under the agreem:

(13)Represents total compensation for the remaind#reoferm of Dr. Holz¢' s consulting agreement, which terminates Novembe312.
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Director Compensation

The following table shows information concerning directors other than Mr. Paz and Dr. Holzer, nigithe six months ended June 30, 2012.

Fees Earned ol All Other
Paid in Cash Stock Awards Option Awards(1) Compensation Total
Name $) (%) $) $) $)
Sol J. Barer, Ph.C - - 215,0442) - 215,04«
James Barry, Ph.L - - 129,69! - 129,69!
Paul Stuke - - 23,32! - 23,32!
Eyal Weinsteir - - 23,32: - 23,32

@)

@

The amounts in this column reflect the dollaroaints recognized for financial statement reporingposes with respect to the six months ended 3002012, in
accordance with FASB ASC Topic 718. Fair valuedsda on the Black-Scholes option pricing modelgittire fair value of the underlying shares at thesneement
date. For additional discussion of the valuatiocsuasgptions used in determining stock-based compensand the grant date fair value for stock opticee
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operation — Critical Acnting Policies—Share-Based Compensation” and Nete 2
“Significant Accounting Policies” and Note 10—"EgyuiCapital Deficiency)” of the Notes to the Coridated Financial Statements for the Six Months Entlene
30, 2012 included herei

This includes the fair market value of Mr. Bseption described in the table below as wel$2381,721 recognized as a result of a change imfarpgance condition
to the vesting of options to purchase 1,450,000eshaf our common stock. An option to purchase @@ shares was originally scheduled to vest uper#te we
become listed on a registered national securiieeange (such as the New York Stock Exchange, NAQ3#ock Market, or the NYSE Amex), provided thathsu
listing occurs on or before June 30, 2013, andideal/further that Dr. Barer is still providing sems to us in some capacity as of such vesting dat®ption to
purchase 750,000 shares was originally scheduledsibupon the date that we receive research apeéram at least two investment banks that ranketie top 20
investment banks in terms of underwritings as efrtmost recently completed fiscal year, and/odileg analysts, as ranked by either the Wall St¥eatnal, the
Financial Times, Zacks Investment Research ortuigthal Investor, provided that we receive suchecage on or before June 30, 2013, and, providedeuthat Dr.
Barer is still providing services to us in someamty as of such vesting date. On June 18, 20E2cdimpensation committee extended these Decemb2032
deadlines to June 30, 20:

We do not currently provide cash compensation tadirectors for acting as such, although we maga the future. We reimburse our directors fasmable

expenses incurred in connection with their seragelirectors. In addition, during the six monthdedl June 30, 2012, we made the following opti@migrto the
following directors. Each grant was made underispireMD, Inc. 2011 UMBRELLA Option Plan, unlestherwise noted.
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Shares Subject tc Fair Market Value on
Name Options Grant Date Exercise Price Vesting Schedule Expiration Grant Date
One-third annually in 2013, 2014 and 2015 on the
anniversary of the date of grant, provided thatEare!
is providing services to us or our subsidiaries or
Sol J. Barer, Ph.C 50,00((1) June 18, 201 $ 0.7¢ affiliates on the applicable vesting de June 18,20z $ 23,32¢
One-third annually in 2013, 2014 and 2015 on the
anniversary of the date of grant, provided th&rif
Barry is (i) not reelected as a director at our201
annual meeting of stockholders, or (ii) not nomemiat
for reelection as a director at our 2014 annualtinge
of stockholders, the option vests and becomes
exercisable on the date of such failure to be ctetkol
James Barry, Ph.L 100,00((2)  January 30,201 $ 1.9¢  nominated January 30,20: $ 106,37:
One-third annually in 2013, 2014 and 2015 on the
anniversary of the date of grant, provided thatEarry
is providing services to us or our subsidiaries or
50,00((1) June 18, 201 $ 0.7¢ affiliates on the applicable vesting de June 18,20z $ 23,32¢
One-third annually in 2013, 2014 and 2015 on the
anniversary of the date of grant, provided that Mr.
Stuka is providing services to us or our subsid&adr
Paul Stuke 50,00((1) June 18, 201 $ 0.7¢ affiliates on the applicable vesting de June 18,20z $ 23,32¢
One-third annually in 2013, 2014 and 2015 on the
anniversary of the date of grant, provided that Mr.
Weinstein is providing services to us or our suiasies
Eyal Weinsteir 50,00((1) June 18, 201 $ 0.7¢ or affiliates on the applicable vesting d¢ June 18,20z $ 23,32¢

(1) This option was granted as the dire’s 2012 annual director compensati
(2) This option was granted in connection with the apipeent of this person to our board of directt

In connection with the appointment of James J. Ibtingo our board of directors effective Septembgr2012, Mr. Loughlin was granted an option tochase
100,000 shares of our common stock at an exercice @f $2.25 per share, the closing price of mmmon stock on September 21, 2012, the date of,gabject to the
terms and conditions of the 2011 UMBRELLA Optiomi?l The option vests and becomes exercisableée #gual annual installments beginning on the eme-y
anniversary of the date of grant, provided thahaevent that Mr. Loughlin is either (i) not reztked as a director at our 2014 annual meetingooksblders, or (i) not
nominated for reelection as a director at our 28&dual meeting of stockholders, the option veststeatomes exercisable on the date of Mr. Loughfailare to be
reelected or nominated. The option has a term gfel®s from the date of grant.

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

Fees Earned o1 All Other
Paid in Cash Stock Awards Option Awards(1) Compensation Total
Name &) &) €] €] €]
Sol J. Barer, Ph.C - 5,655,000 (2 4,783,65! - 10,438,65
Paul Stuke - - 111,34« - 111,34«
Eyal Weinsteir - - 27,83¢ - 27,83¢
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(1) The amounts in this column reflect the dollaroaints recognized for financial statement reportingposes with respect to the year ended Decenih@031, in
accordance with FASB ASC Topic 718. Fair valuedsda on the Black-Scholes option pricing modelgitiire fair value of the underlying shares at thasneement

date. For additional discussion of the valuatiocsuasgptions used in determining stock-based compensand the grant date fair value for stock opticee
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operation—Critical AccangtPolicies—Share-based compensation” and Note 2—

“Significant Accounting Policies” and Note 10—"EdguiCapital Deficiency)—Share Based Compensatidrthe Notes to the Consolidated Financial Statement

included herein

(2) On November 16, 2011, in connection with hip@ptment as chairman of our board of directorsjsgaed Dr. Barer 2,900,000 shares of our commuoksall of
which were immediately vested. The fair market galas $1.95 per shai

During 2011, we made the following option grantstte following directors. Each grant was made utide InspireMD, Inc. 2011 UMBRELLA Option Plan,

unless otherwise noted.

Shares Subject tc
Name Options Grant Date

Exercise Price

Vesting Schedule

Expiration

Fair Market

Value on Grant

Date

July 11,
Sol J. Barer, Ph.C 1,000,00(1)(2) 2011

July 11,
500,00((2) 2011

November
1,450,00(1)(4) 16, 2011

November
725,00(1)(4) 16, 2011

November
725,00((1)(4) 16, 2011

August 8,
Paul Stuke 100,00((2) 2011

August 8,
Eyal Weinsteir 25,00((2) 2011

$

1.5C

1595

1.9t

1.9¢

1.9t

1595

Fully vested upon gran

One-half annually in 2012 and 2013 on the annivgreathe
date of grant, provided that if Dr. Barer is (itmeelected as
director at our 2012 annual meeting of stockholdergii) not
nominated for reelection as a director at our 28d2ual
meeting of stockholders, the option vests and besom
exercisable on the date of such failure to be ctetkor
nominated

In substantially equal monthly installments (withya
fractional shares vesting on the last vesting datethe last
business day of each calendar month over a twoperaod
from the date of grant, with the first installmemisting on
November 30, 2011, provided that Dr. Barer is gtifividing
services to us in some capacity as of each su¢mgetate.
Upon the date we become listed on a registeredmadti
securities exchange (such as the New York Stock&hge,
NASDAQ Stock Market, or the NYSE Amex), providea@th
such listing occurs on or before June 30, 2013 pradided
further that Dr. Barer is still providing servicesus in some
capacity as of such vesting date.

Upon the date that we receive research coveragedtdeast
two investment banks that ranked in the top 20stment
banks in terms of underwritings as of their mosergly
completed fiscal year, and/or leading analystsaaked by
either the Wall Street Journal, the Financial Tin#scks
Investment Research or Institutional Investor, fed that
we receive such coverage on or before June 30, 203
provided further that Dr. Barer is still providisgrvices to u:
in some capacity as of such vesting date.

Onethird annually in 2012, 2013 and 2014 on the amsing
of the date of grant, provided that if Mr. Stuk&i)snot
reelected as a director at our 2012 annual meefing
stockholders, or (i) not nominated for reelectama directol
at our 2012 annual meeting of stockholders, thooptests
and becomes exercisable on the date of such faduve
reelected or nominate

Onethird annually in 2012, 2013 and 2014 on the amsag
of the date of grant, provided that if Mr. Weinstés requirec
to resign from the board due to medical reasomrspfition
vests and becomes exercisable on the date of Minstéin’s
resignation for medical reasol
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September 30, 20(3)

July 11, 202

November 16, 20z

November 16, 20z

November 16, 20z

August 8, 202

August 8, 202

$

1,000,25!

709,99

1,536,70:

768,35:

768,35:

111,34«

27,83¢




(1) This option was issued outside the InspireMD, B@11 UMBRELLA Option Plan

(2) This option was granted in connection with the apimeent of this person to our board of directt

(3) This option was exercised in full by Dr. Barer agp&mber 28, 201.

(4) This option was granted to Dr. Barer in connectigth his appointment as chairman of our board céators on November 16, 201

(5) Pursuant to the terms of the initial grant, thedestones were required to be achieved by DeceBibe2012. On June 18, 2012, the compensation cdeerektende
this deadline to June 30, 20:

Directors’ and Officers’ Liability Insurance

We currently have directors’ and officers’ liabjlinsurance insuring our directors and officersigfdiability for acts or omissions in their cajiées as directors
or officers, subject to certain exclusions. Sutdurance also insures us against losses which wenmar in indemnifying our officers and director addition, we have
entered into indemnification agreements with keicefs and directors and such persons shall alge imalemnification rights under applicable lawsy aur certificate of
incorporation and bylaws.
Code of Ethics

We have adopted a code of ethics and business cotid applies to our officers, directors and eayipks, including our principal executive officedasrincipal
accounting officer, which is posted on our webaite/ww.inspire-md.com. We intend to disclose futaneendments to certain provisions of the codela€stor waivers
of such provisions granted to executive officerd dimectors, on this website within five busineaysifollowing the date of such amendment or waiver.
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Director Independence

The board of directors has determined that DrseBamnd Barry and Messrs. Loughlin, Stuka and Weinstatisfy the requirement for independence seinou
Section 5605(a)(2) of the Nasdaq Stock Market Ratesthat each of these directors has no matetaionship with us (other than being a directal/ana
stockholder). In making its independence detertiing, the board of directors sought to identifd amalyze all of the facts and circumstances redat any relationship
between a director, his immediate family or affémand our company and our affiliates and didrelgton categorical standards other than thoseagued in the Nasdaq
rule referenced above.

Board Committees

Our board of directors has established an audintitiee, a nominating and corporate governance ctteenénd a compensation committee, each of whishite
composition and responsibilities described below.

Audit Committee. Our audit committee is currently comprised of Meskoughlin, Stuka and Weinstein and Dr. Barerhesfovhom our board has determined
to be financially literate and qualify as an indegent director under Section 5605(a)(2) of thegolethe Nasdaq Stock Market. Mr. Loughlin is thaieman of our audit
committee and qualifies as a financial expert,efgdd in Item 407(d)(5)(ii) of Regulation S-K. Thadit committee’s duties are to recommend to @ard of directors
the engagement of independent auditors to audiioamcial statements and to review our accourging auditing principles. The audit committee wéliew the scope,
timing and fees for the annual audit and the resaflaudit examinations performed by the internaitors and independent public accountants, inolyheir
recommendations to improve the system of accouminginternal controls.

Nominating and Corporate Governance Committee. Our nominating and corporate governance commistearrently comprised of Messrs. Stuka and
Weinstein and Dr. Barer, each of whom qualify agna@iependent director under Section 5605(a)(2hefrules of the Nasdaq Stock Market. Mr. Stukhéschairman of
our nominating and corporate governance commitfd® nominating and corporate governance comniiiergifies and recommends to our board of diredtodividuals
qualified to be director nominees. In addition, tleeninating and corporate governance committeemeuends to our board of directors the members aablrohn of eac
board committee who will periodically review andess our code of business conduct and ethics armbqporate governance guidelines. The nominatirdjcorporate
governance committee also makes recommendatiorchéorges to our code of business conduct and ethitsur corporate governance guidelines to ourcbofa
directors, reviews any other matters related tocouporate governance and oversees the evaludtmur doard of directors and our management.

Compensation Committee Our compensation committee is currently comprisedessrs. Stuka and Weinstein and Dr. Barer, e&gthom qualify as an
independent director under Section 5605(a)(2) efrthes of the Nasdaq Stock Market. Mr. Stuka ésdhairman of our compensation committee. The cosgt®n
committee reviews and approves our salary and lisempeficies, including compensation of executiVicers and directors. The compensation committee administers
our stock option plans and recommends and appgreess of stock options under such plans.

Compensation Committee Interlocks and Insider Parttipation

During the transition period ended June 30, 201Ptha fiscal year ended December 31, 2011, MeStuka and Weinstein and Dr. Barer served on our
compensation committee. We established our conapienscommittee during the fiscal year ended Deaarli, 2011. Prior to that, we did not have a campgon
committee and during such period, Ofir Paz, ouefcbkecutive officer, and Asher Holzer, our presidind former chairman, participated in deliberziof the board of
directors concerning executive officer compensatitone of our executive officers currently senasduring the transition period ended June 30, 2¥1tPe fiscal year
ended December 31, 2011 served, as a member bb#rd of directors or compensation committee of@mtjty that has one or more executive officersisgron our
board of directors or compensation committee.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information with pext to the beneficial ownership of our commonlstag of September 21, 2012 by:

« each person known by us to beneficially own moeaat5.0% of our common stock;

« each of our directors;

« each of the named executive officers; and

« all of our directors and executive officers as augr.

The percentages of common stock beneficially onaredeported on the basis of regulations of thei®ezs and Exchange Commission governing the
determination of beneficial ownership of securitidader the rules of the Securities and Exchanger@ission, a person is deemed to be a beneficiakoaina security if
that person has or shares voting power, which degdithe power to vote or to direct the voting @f slecurity, or investment power, which includesgbeer to dispose of
or to direct the disposition of the security. Excaep indicated in the footnotes to this table, daameficial owner named in the table below has sotig and sole

investment power with respect to all shares beiadifjoowned and each person’s address is c/o lest, Inc., 4 Menorat Hamaor St., Tel Aviv, Isra@l@8. As of
September 21, 2012, we had 68,511,911 shares mnditsga

Number of
Shares Percentage

Beneficially Beneficially
Name of Beneficial Owner Owned(1) Owned(1)
5% Owners
Yuli Ofer (2) 4,518,30. 6.€%
Genesis Capital Advisors LLC(: 7,795,40(4) 10.2%
Ayer Capital Management, LP( 6,738,01(6) 9.4%
Officers and Director:
Ofir Paz 10,415,92(7) 15.2%
Asher Holzer, Ph.C 10,300,43(8) 15.%
Eli Bar 1,126,10(9) 1.6%
Craig Shore 124,749) *
Sara Pa: 10,415,92(7) 15.2%
Sol J. Barer, Ph.C 4,625,00(10) 6.7%
James Barry, Ph.[ 0 -
James J. Loughli 0 -
Paul Stuka(11 2,033,33(12) 2.%%
Eyal Weinstein(13 8,33%(14) *
All directors and executive officers as a group &@sons 28,633,87 40.1%

(*) Represents ownership of less than one per

(1) Shares of common stock beneficially owned &edréspective percentages of beneficial ownershipmmon stock assumes the exercise of all optiwas;ants and
other securities convertible into common stock fieradly owned by such person or entity currentieecisable or exercisable within 60 days of Sep&m2ii, 2012.
Shares issuable pursuant to the exercise of sfotobns, warrants and other securities exercisaiitdm60 days are deemed outstanding and held dydfder of suc
options, warrants or other securities for computirgpercentage of outstanding common stock beak§iowned by such person, but are not deemedandsg for
computing the percentage of outstanding commorkdieneficially owned by any other pers:
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@)
©)
4)

®)
(6)

@)

Mr. Ofer's address is 36 Hamesila Street, Herzeliya, Is
Genesis Capital Advisors LL's address is 1212 Avenue of the Americas, 19thrFidew York, New York 1003€

Comprised of (i) 395,137 shares of common stsskable upon the exercise of a warrant held byaHUNnding LLC, (ii) 819,546 shares of common stisckiable
upon the conversion of a convertible debenture hglHUG Funding LLC, (iii) 1,276,596 shares of coomrstock issuable upon the exercise of a warrddtte
Genesis Opportunity Fund L.P., (iv) 2,647,765 shafecommon stock issuable upon the conversioncofn@ertible debenture held by Genesis Opportuftyd L.P.
(v) 1,115,518 shares of common stock issuable tippexercise of warrants held by Genesis Asset ity Fund L.P., (vi) 1,260,841 shares of comrstotk
issuable upon the conversion of a convertible deiverneld by Genesis Asset Opportunity Fund L), 100,000 shares of common stock held direcyly3enesis
Asset Opportunity Fund L.P. and (viii) 180,000 sisaof common stock held directly by Genesis LifeeSee Fund LP. Genesis Capital Advisors LLC is the
investment adviser to Genesis Opportunity Fund,lGenesis Asset Opportunity Fund L.P. and Genefgs3cience Fund LP, and, as such, may be deemed to
beneficially own securities owned by each of Gen&@pportunity Fund L.P., Genesis Asset Opporturityd L.P. and Genesis Life Science Fund LP. Eacheuiesi
Capital Advisors LLC and HUG Funding LLC are cofiigd by Daniel Saks, Ethan Benovitz and Jaime Hantnand, as such, Genesis Capital Advisors LLC lbeay
deemed to beneficially own securities held by HU@ding LLC. In addition, each of Daniel Saks, Etf@novitz and Jaime Hartman have shared voting and
dispositive power over the securities held by HU@®ding LLC, Genesis Opportunity Fund L.P., Gen@ésiset Opportunity Fund L.P. and Genesis Life S@drend
LP. Each of the convertible debentures and wartaglts by HUG Funding LLC, Genesis Opportunity Funi. and Genesis Asset Opportunity Fund L.P. have
contractual provisions limiting conversion and to the extent such conversion or exercise dvoalise the holder, together with its affiliatesnr@mbers of a
“group”, to beneficially own a number of sharescofmmon stock that would exceed 4.99% or 9.99% otleen outstanding shares of common stock folloveingh
conversion or exercise. The shares and percentagership of our outstanding shares indicated irtdbé& above as beneficially owned by Genesis @apilvisors
LLC do not give effect to these limitatior

Ayer Capital Management, I's address is 230 California Street, Suite 600,F3ancisco, CA 9411

Comprised of (i) 989,818 shares of common stsskable upon the exercise of a warrant held byr Bapital Partners Master Fund, L.P., (ii) 2,062,8hares of
common stock issuable upon the conversion of aexithe debenture held by Ayer Capital Partnerstitalsund, L.P., (i) 19,605 shares of common stgskiable
upon the exercise of a warrant held by Ayer Capitatners Kestrel Fund, LP, (iv) 40,662 shareoairoon stock issuable upon the conversion of a atible
debenture held by Ayer Capital Partners Kestredi-uR, (v) 54,407 shares of common stock issuapienihe exercise of warrants held by Epworth-Ayapi@l,
(vi) 112,845 shares of common stock issuable uperconversion of a convertible debenture held bydEfh-Ayer Capital, and (vii) based on a sched @6 filed
with the Securities and Exchange Commission onebeiper 24, 2012 by Ayer Capital Management, LP endffiliates, 3,467,711 shares of common stock
beneficially owned by Ayer Capital Management, BEM Capital Partners, LLC and Jay Venkatesan. ikestment advisor for each of Ayer Capital Partners
Master Fund, L.P., Ayer Capital Partners Kestreld; P and Epworth-Ayer Capital is Ayer Capital Mgement, LP, of which Jay Venkatesan serves asgimna
member. Jay Venkatesan also serves as managinganefmdCM Partners, LLC. Jay Venkatesan may theeebe deemed to beneficially own the shares of comm
stock held by Ayer Capital Partners Master Fun®, LAyer Capital Partners Kestrel Fund, LP, Epwaler Capital, Ayer Capital Management, LP and ACkp&al
Partners, LLC, as he holds or shares voting ambdisve power over such shares. Each of the cébledebentures and warrants held by Ayer Capitatners
Master Fund, L.P., Ayer Capital Partners Kestreld;uP and Epworth-Ayer Capital have contractualgions limiting conversion and exercise to theeaksuch
conversion or exercise would cause the holder thegevith its affiliates or members of a “groupd, heneficially own a number of shares of commoulstbat would
exceed 4.99% or 9.99% of our then outstanding shafreommon stock following such conversion or eisar. The shares and percentage ownership of astaoding
shares indicated in the table above as benefiaatyed by Ayer Capital Management, LP do not gifect to these limitations

This amount includes options to purchase 121shares of common stock that are held by Sara®fazaz’s wife, that are currently exercisablehivi 60 days of
September 21, 2012. This amount does not inclid@e528 shares of common stock that Mr. Paz preshottls as trustee for a family trust. Mr. Pazsipet have
either voting power or dispositive power over thesares and disclaims all beneficial ownershipeimer Ofir Paz and Sara Paz, as husband and wdee soting and
investment power with respect to all shares repdsteMr. Paz or Ms. Paz. On March 27, 2012, Mg é&ased to be an executive offic
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(8) This amount does not include 58,923 shareswincon stock that Dr. Holzer presently holds astéeigor a family trust. Dr. Holzer does not haither voting power
or dispositive power over these shares and disslaiitbeneficial ownership there

(9) Represents options that are currently exercisabtdercisable within 60 days of September 21, 2

(10)Comprised of (i) 3,900,000 shares of common stock(d) options to purchase 725,000 shares of comstock that are currently exercisable or exerdésafthin 60
days of September 21, 20:

(11)Mr. Stuké's address is c/o Osiris Partners, LLC, 1 Libertyé8g, 5th Floor, Boston, MA 021C

(12)Mr. Stuka is the principal and managing member sifi® Investment Partners, L.P., and, as suchbéasficial ownership of the (i) 1,333,333 sharesafimon stoc
and (i) currently exercisable warrants to purché®@,667 shares of common stock held by Osirisdtment Partners, L.P. In addition, Mr. Stuka imdlisally holds
an option to purchase 33,333 shares of common #hathks currently exercisable or exercisable witB0 days of September 21, 20

(13)Mr. Weinsteir's address is c/o Leorlex Ltd., P.O. Box 15067 Matdaifa, Israel 319C
(14)Represents options that are currently exercisabtdercisable within 60 days of September 21, 2
CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

On March 31, 2011, in connection with our sharenexge transactions with the former shareholdehssglireMD Ltd. and succession to InspireMD Ltd.’s
business as our sole line of business, we trarsfeti of our pre-share exchange operating aseet$iabilities to Saguaro Holdings, Inc., a Delagvaorporation and our
wholly owned subsidiary. Immediately after thisniséer, we transferred all of Saguaro Holdings, $neutstanding capital stock to Lynn Briggs, ougrttmajority
stockholder and our former president, chief exeeutifficer, chief financial officer, secretary-teemer and sole director, in exchange for the céatomh of 7,500,000
shares of our common stock held by Ms. Briggs.

In accordance with our audit committee charter ah@it committee is required to approve all relgiatty transactions. In general, the audit committél review
any proposed transaction that has been identifedralated party transaction under Item 404 ofuRgign S-K, which means a transaction, arrangemerglationship in
which we and any related party are participantshich the amount involved exceeds $120,000. A edl@arty includes (i) a director, director nomie@xecutive office
of us, (ii) a security holder known to be an owaemore than 5% of our voting securities, (iii) iammediate family member of the foregoing or (iWa@poration or other
entity in which any of the foregoing persons iseaecutive, principal or similar control person mmhich such person has a 5% or greater benefigiakrship interest.

The share exchange transactions were not apprgvedrtaudit committee, because such committee baglat been formed.
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DESCRIPTION OF CAPITAL STOCK

The discussion below does not give effect to theated one-for-  reverse stock split of cammon stock that is expected to occur the day idiately
following the effectiveness of the registrationtstaent of which this prospectus is a part.

We have authorized 130,000,000 shares of capiekspar value $0.0001 per share, of which 125@@are shares of common stock and 5,000,000 aressh
of “blank check”preferred stock. On September 21, 2012, there 6&£11,911 shares of common stock issued and odtstaand no shares of preferred stock issuet
outstanding.

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andtesstertificate of incorporation to effect a reveessock
split of our common stock at a ratio of one-for-tt@oone-for-four, at any time prior to our 2012 aahstockholders’ meeting, the exact ratio of #neerse stock split to be
determined by the board. As of the date of thispectus, we have not effected the reverse stoitk 8@ intend to effectuate a one-for- reesstock split, in order to
comply with the listing requirements of Nasdaq @ap¥larket. The reverse stock split is expecteddeour the day immediately following the effectivea®f the
registration statement of which this prospectus [igurt.

Pursuant to the securities purchase agreement wideh the convertible debentures that we issuednil 5, 2012 were sold, until April 5, 2013, weeanot
permitted to effectuate any reverse stock splitheuit the prior written consent of the holders tdeast 60% of the outstanding principal amourthefconvertible
debentures other than for purposes of qualifyimgrfitial listing on a national securities excharggemeeting the continued listing requirementsuzfsexchange. The
intended reverse stock split described above willraquire the written consent of the convertitddehture holders.

Common Stock

The holders of our common stock are entitled towte per share. Our certificate of incorporatioes not provide for cumulative voting. Our direstare
divided into three classes. At each annual meetirgjockholders, directors elected to succeed tHosetors whose terms expire are elected forra tdroffice to expire €
the third succeeding annual meeting of stockholdées their election. The holders of our commartktare entitled to receive ratably such dividerfdsny, as may be
declared by our board of directors out of legallgiable funds; however, the current policy of board of directors is to retain earnings, if amy,dperations and growth.
Upon liquidation, dissolution or winding-up, theléders of our common stock are entitled to shar@bigtin all assets that are legally available fistribution. The holders
of our common stock have no preemptive, subscriptiedemption or conversion rights. The rightsfgnences and privileges of holders of our commonkstre subject
to, and may be adversely affected by, the rightb@holders of any series of preferred stock, Wwhiay be designated solely by action of our bo&directors and issued
in the future.

Preferred Stock
The board of directors is authorized, subject tplanitations prescribed by law, without furthertear action by the stockholders, to issue fronettmtime
shares of preferred stock in one or more seriesh Bach series of preferred stock shall have suatber of shares, designations, preferences, vptmgrs,

qualifications, and special or relative rights avileges as shall be determined by the board modibrs, which may include, among others, divideghits, voting rights,
liquidation preferences, conversion rights and ipgtive rights.
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Warrants
April 2012 $1.80 Warrants

On April 5, 2012, we issued certain investors wats@o purchase an aggregate of 3,343,465 shams ebmmon stock at an exercise price of $1.8Gpare.
We are prohibited from effecting the exercise of anch warrant to the extent that as a result cti &xercise the holder of the exercised warran¢fi@ally owns more
than 4.99% in the aggregate of the issued andamdtg shares of our common stock calculated imatelgi after giving effect to the issuance of sharfesur common
stock upon the exercise of the warrant (subjeantincrease, upon at least 61 days’ notice by dkaeh of such warrant to us, of up to 9.99%). Tlerants contain
provisions that protect their holders against luby adjustment of the purchase price in ceraients such as stock dividends, stock splits amer aimilar events. If
there is no effective registration statement regisg, or no current prospectus available for résale of the shares of common stock underlyingvreants within 60
days of the issuance of the warrants, the holdesaah warrants have the right to exercise the amsrby means of a cashless exercise. The waasntdso subject to a
“most favored nation” adjustment pursuant to whiohthe event that we issue or are deemed to sswed certain securities with terms that are sopgrithose of the
holders of the warrants, except with respect to@se price and warrant coverage, the terms of suplerior issuance shall automatically be incorgarinto the warrants.
In addition, upon the occurrence of a transactimoliving a change of control that is (i) an alllcésansaction, (ii) a “Rule 13e-3 transaction” afinked in Rule 13e-3
under the Securities Exchange Act of 1934, as as@rat (iii) involving a person or entity not traben a national securities exchange, the holdetiseofvarrants will
have the right, among others, to have the warrapisrchased for a purchase price in cash equhétBlack-Scholes value (as calculated pursuarteteviarrants) of the
then unexercised portion of the warrants. If wkiile warrants are outstanding, we issue any evidericedebtedness, assets, rights or warrantshiscsibe for or purcha
any security of the company, then any holder ofwtherants shall, upon exercise, have the righttpme the same securities as if it had exercisedvarrants immediate
before the date on which a record is taken for glistnibution, or, if no such record is taken, ttage as of which the record holders of shares wingon stock are to be
determined for the participation in such distribati The warrants expire on April 5, 2017.

April 2012 Placement Agent Warrants

As consideration for serving as our placement ag@ntonnection with certain private placementsApnl 5, 2012, we issued Palladium Capital AdvisdrLC a
five-year warrant to purchase up to 159,574 shafreesmmon stock at an exercise price of $1.80 pares Oppenheimer & Co. Inc. a five-year warraniuchase up to
113,070 shares of common stock at an exercise pfi$2.80 per share and JMP Securities LLC a figarywarrant to purchase up to 39,666 shares of amstock at an
exercise price of $1.80 per share. The terms atherrants are identical to the April 2012 $1.88rk&ints described above.

March 2011 $1.80 Warrants

On March 31, 2011 and on April 18, 2011, we isstextiain investors fivgrear warrants to purchase up to an aggregate 60,332 shares of common stock ai
exercise price of $1.80 per share. We are prokilfitem effecting the exercise of any such warrarthe extent that as a result of such exercisadlder of the exercised
warrant beneficially owns more than 4.99% in thgragate of the issued and outstanding shares afamnmon stock calculated immediately after giviffee to the
issuance of shares of our common stock upon theiegeof the warrant. The warrants contain provisithat protect their holders against dilution djstment of the
purchase price in certain events such as stocHetids, stock splits and other similar events. #rat time after the one year anniversary of thgioal issuance date of
such warrants there is no effective registratiateshent registering, or no current prospectus ahigilfor, the resale of the shares of common stoderlying the warrant
then the holders of such warrants have the righkacise the warrants by means of a cashlessisxehe addition, if (i) the volume-weighted aveeggrice of our
common stock for 20 consecutive trading days Isast 250% of the exercise price of the warraii)sthe 20-day average daily trading volume of oammon stock has
been at least 175,000 shares; (iii) a registrattatement providing for the resale of the commonlsissuable upon exercise of the warrants is gé¥feand (iv) the
common stock is listed for trading on a nationausities exchange, then we may require each hatdexercise all or a portion of its warrant purduarthe terms
described above within seven business days follgwhe delivery of a notice of acceleration. Any raat that is not exercised as aforesaid shall exquitomatically at the
end of such seven-day period.
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April 2011 $1.80 Warrants

On April 18 and April 21, 2011, we issued certaimgstors five-year warrants to purchase up to gneggite of 158,334 shares of common stock at arcisge
price of $1.80 per share. We are prohibited frofeatihg the exercise of any such warrant to themhat as a result of such exercise the holdtreoéxercised warrant
beneficially owns more than 4.99% in the aggregatae issued and outstanding shares of our constamk calculated immediately after giving effecthe issuance of
shares of our common stock upon the exercise ovlteant. The warrants contain provisions thatgebtheir holders against dilution by adjustmenthef purchase price
in certain events such as stock dividends, stolits smd other similar events. In addition, ifffile volume-weighted average price of our commoakstor 20 consecutive
trading days is at least 250% of the exercise midhe warrants; (ii) the 20-day average dailyliing volume of our common stock has been at I€&5{000 shares; and
(iii) a registration statement providing for thesaé of the common stock issuable upon exercisieeofvarrants is effective, then we may require dasttier to exercise all
or a portion of its warrant pursuant to the terrasalibed above within three business days followlgdelivery of a notice of acceleration. Any veartrthat is not
exercised as aforesaid shall expire automaticalligeaend of such three-day period.

March 2011 Placement Agent Warrant

As consideration for serving as our placement ageconnection with certain private placements,isseied Palladium Capital Advisors, LLC a five-yearrant
to purchase up to 430,740 shares of common stomk exercise price of $1.80 per share. The ternisi@fvarrant are identical to the March 2011 $M&rrants
described above.

Employee Warrants

On March 31, 2011, for work performed in connectigth the share exchange transactions and as lmmmigensation, we issued Craig Shore, our chieh@irz
officer, secretary and treasurer, a five-year warta purchase up to 3,000 shares of common stoek exercise price of $1.80 per share. The tefrtti©warrant are
identical to the April 2011 $1.80 Warrants desatilabove.

Consultant Warrants

In connection with our March 31, 2011 private plaeat, we issued to Hermitage Capital Managemertnaultant, a five-year warrant to purchase up66®
shares of common stock at an exercise price ofd§ie8 share, in consideration for consulting sewid he terms of this warrant are identical toApel 2011 $1.80
Warrants described above.

In consideration for financial consulting service® issued to The Benchmark Company, LLC, a coastjla five-year warrant to purchase up to 50,0@0es of
common stock at an exercise price of $1.50 peresfidre terms of this warrant are identical to tipil®2011 $1.80 Warrants described above, excegttttie exercise prit
for this warrant is $1.50 per share.

On March 31, 2011, we issued certain consultamésyfear warrants to purchase up to an aggreg&g00,000 shares of common stock at an exercise pfi
$1.50 per share. The terms of these warrants artiéal to the March 2011 $1.80 Warrants descréd@le, except that the exercise price for theseants is $1.50 per
share.

$1.23 Warrants

In connection with our share exchange transactonglarch 31, 2011, we issued certain investorsamsrto purchase up to an aggregate of 1,014,50@sbf
our common stock at an exercise price of $1.23pare. These warrants may be exercised any tinoe leefore July 20, 2013 and were issued in exchéomg@arrants to
purchase up to 125,000 ordinary shares of InspirdDat an exercise price of $10 per share. Wepehibited from effecting the exercise of any sugrrant to the
extent that as a result of such exercise the halfitre exercised warrant beneficially owns mo@ntB.99% in the aggregate of the issued and odisigshares of our
common stock calculated immediately after givinigetfto the issuance of shares of our common sipck the exercise of the warrant. The warrantsatomrovisions
that protect their holders against dilution by attjuent of the purchase price in certain events agatock dividends, stock splits and other singlamts. If at any time
there is no effective registration statement regisg), or no current prospectus available for résale of the shares of common stock underlyingvdreants, then the
holders of such warrants have the right to exerttisevarrants by means of a cashless exerciselditian, if at any time following the one year avisary of the original
issuance date of the warrants, (i) our common swt&ted for trading on a national securitieshege, (ii) the closing sales price of our comnmtoglksfor 15 consecutiv
trading days is at least 165% of the exercise pidhe warrants; (iii) the 15 day average daifding volume of our common stock has been at [Ez%000 shares and
(iv) a registration statement providing for thealesof the common stock issuable upon exerciseeoiarrants is effective, then we may require éaebstor to exercise
all or a portion of its warrant pursuant to therterdescribed above at any time upon at least @igalays prior written notice. Any warrant thanhis exercised as
aforesaid shall expire automatically at the enthef15-day notice period.
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Convertible Debentures

On April 5, 2012, we issued senior secured conertiebentures to certain accredited investorsdrotiginal aggregate principal amount of $11,722,dnd at
an original issue discount of 6%. The convertilddehtures mature on April 5, 2014, or such eadli¢e as required or permitted by the convertibleedeures, upon whic
date the entire outstanding principal balance aydoaitstanding fees or interest will be due andapéyin full. The convertible debentures bear igent the rate of 8%
per annum, payable quarterly beginning on July0122 which rate is increased to 12% upon and duhagccurrence of an event of default. In addjtitbe convertible
debentures are convertible at the option of thddrslinto shares of our common stock at an inttalversion price of $1.75 per share, subject tasijent for stock split
fundamental transactions or similar events. Upawveosion of the convertible debentures, investalisreceive a conversion premium equal to 8% pemem, with a limit
of 12% for the term of the convertible debentuaéshe principal amount being converted. The cotibier debentures provide that no conversion masnhde if, after
giving effect to the conversion, the holder theneofild own in excess of 4.99% of our outstandingnewn stock (subject to an increase, upon at leadbgs’ notice by
the holder of such warrant to us, of up to 9.99%#. may also force conversion of the convertibleeshébres if, amongst other things, the closing idegpon our common
stock equals or exceeds 165% of the conversioe fwictwenty consecutive trading days, the minindaily trading volume for such period is $1,100,08000f the share
of common stock underlying the convertible debesgiduring such period are either registered faleesith the Securities and Exchange Commissiagligible for sale
pursuant to Rule 144 and there is no existing eskdéefault or event which, with the passage oftion the giving of notice, would constitute an evafndefault during
such period.

Commencing 18 months following the original issuadate of the convertible debentures, the investang require us to redeem all or a portion of thievertible
debentures, for a price equal to 112% of the amofiptincipal to be redeemed plus all accrued Imgiaid interest and other amounts due under theectble debentures.

Commencing 6 months following the original issuadaé of the convertible debentures, we may redskar a portion of the convertible debenturesdqrice
equal to 112% of the amount of principal to be egded plus all accrued but unpaid interest and athrerunts due under the convertible debentures.

The convertible debentures are senior indebtedmeshe holders of the convertible debentures hasexurity interest in all of our assets and thodsmir
subsidiaries.

Registration Rights

On April 5, 2012, in connection with our privatapément of convertible debentures and warrantgniered into a registration rights agreement vti¢h t
purchasers pursuant to which we agreed to proedaia registration rights with respect to the camnrstock issuable upon conversion of the convertilebentures and
exercise of the warrants. Specifically, we agreefilé a registration statement with the Securitied Exchange Commission covering the resale ofdh@mon stock
issuable upon conversion of the convertible debrestand exercise of the warrants on or before May@12 and to cause such registration statemdre tieclared
effective by the Securities and Exchange Commissioar before July 9, 2012 in the event that tlygsteation statement is not reviewed by the Seiesrdnd Exchange
Commission and by August 8, 2012 in the eventttiaregistration statement is reviewed by the Seesiand Exchange Commission and the Securitid€Eachange
Commission issues comments.
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If (i) the registration statement was not filedMgy 21, 2012, (ii) the registration statement wasdeclared effective by the Securities and Excbabgmmissiol
by July 9, 2012 in the case of a no review, (i tegistration statement was not declared effedtwthe Securities and Exchange Commission by $a@2012 in the
case of a review by the Securities and Exchangen@ssion pursuant to which the Securities and Exgea@ommission issues comments or (iv) the registratatement
ceases to remain continuously effective for moamtBO consecutive calendar days or more than aegafg of 60 calendar days during any 12-monttogeatter its first
effective date, then we are subject to liquidatechdge payments to the holders of the securitiesisdhe private placement in an amount equal tcoi%e aggregate
purchase price paid by such purchasers per mordblisiguency. Notwithstanding the foregoing, (& thaximum aggregate liquidated damages due uneeegstration
rights agreement shall be 6% of the aggregate paechrice paid by the purchasers, and (ii) if aayigl amount of liquidated damages remains unfmidhore than seve
days, we shall pay interest of 18% per annum, &ggmaily, on such unpaid amount.

The registration statement required as describedeatvas filed on May 17, 2012 and declared effectim May 30, 2012. Pursuant to the registrationtsig
agreement, we must maintain the effectivenesseofafistration statement from the effective datdl thre date on which all securities registeredeumttie registration
statement have been sold, or are otherwise alle swld pursuant to Rule 144 without volume or neasuf-sale restrictions, subject to the our right to sispor defer th
use of the registration statement in certain events

Lock-up Agreements

On September , 2012, in connection with thigmfilg, we, our executive officers, directors andaia of our other stockholders agreed, subjecettain
exceptions, not to offer, sell, contract to selinaunce any intention to sell, pledge or othenaispose of, enter into any swap or other agreethantransfers, in whole
in part, the economic consequence of ownershigicdctly or indirectly,or file with the Securitiegsxd Exchange Commission a registration statemeatgnthe Securities
Act of 1933, as amended, relating to, any commocksbr securities convertible into or exchangeablexercisable for any common stock without thermpwiritten
consent of Cowen and Company, LLC, for a period8 days after the date of the pricing of the afiferThe 180-day restricted period will be autorelty extended if
(i) during the last 17 days of the 180-day restdgperiod we issue an earnings release or mateed or a material event relating to us occursi)oprfor to the expiration
of the 180-day restricted period, we announceuleaill release earnings results or become awaentfaterial news or a material event will occurinigithe 16-day
period beginning on the last day of the 180-dajriced period, in either of which case the resiits described above will continue to apply utité expiration of the 18-
day period beginning on the issuance of the easnialgase or the occurrence of the material newsaberial event.

Delaware Anti-Takeover Law and Provisions of our Ceificate of Incorporation and Bylaws
Delaware Anti-Takeover Law

We are subject to Section 203 of the Delaware Gé@arporation Law. Section 203 generally prohibitsublic Delaware corporation from engaging in a
“business combination” with an “interested stockleo! for a period of three years after the datéheftransaction in which the person became anestted stockholder,
unless:

« prior to the date of the transaction, the boardifctors of the corporation approved either thgitess combination or the transaction which reduitehe
stockholder becoming an interested stockhol

« the interested stockholder owned at least 85%eof/tting stock of the corporation outstanding atttme the transaction commenced, excluding foppses
of determining the number of shares outstandingh@res owned by persons who are directors andf#iisers and (ii) shares owned by employee stdakg
in which employee participants do not have thetrigtdetermine confidentially whether shares heloject to the plan will be tendered in a tender or
exchange offer; c

« onor subsequent to the date of the transactierhtisiness combination is approved by the boardatitbrized at an annual or special meeting of
stockholders, and not by written consent, by tlienadtive vote of at least 66 2/3% of the outstaigdvoting stock which is not owned by the interdste
stockholder
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Section 203 defines a business combination to declu

« any merger or consolidation involving the corparatand the interested stockholder;

« any sale, transfer, pledge or other dispositiomliving the interested stockholder of 10% or mor¢hefassets of the corporation;

« subject to exceptions, any transaction that resuliise issuance or transfer by the corporatioanyf stock of the corporation to the interestedidtoler; or

« the receipt by the interested stockholder of theefieof any loans, advances, guarantees, pledgether financial benefits provided by or througke t
corporation

In general, Section 203 defines an interested ktadker as any entity or person beneficially ownls§6 or more of the outstanding voting stock of¢bgporatior
and any entity or person affiliated with, or coffitrg, or controlled by, the entity or person. Tieem “owner” is broadly defined to include any pershat, individually,
with or through that person’s affiliates or asstesaamong other things, beneficially owns thelstoc has the right to acquire the stock, whetherat the right is
immediately exercisable, under any agreement oenstahding or upon the exercise of warrants ooaptor otherwise or has the right to vote the stoaker any
agreement or understanding, or has an agreementerstanding with the beneficial owner of the lstime the purpose of acquiring, holding, votingdisposing of the
stock.

The restrictions in Section 203 do not apply tgpooations that have elected, in the manner provid&ection 203, not to be subject to Section 20Be
Delaware General Corporation Law or, with certaioeptions, which do not have a class of votinglstbat is listed on a national securities exchamgauthorized for
quotation on the Nasdaq Stock Market or held obredy more than 2,000 stockholders. Our certifiagtincorporation and bylaws do not opt out oft®ec203.

Section 203 could delay or prohibit mergers or ptakeover or change in control attempts with respeus and, accordingly, may discourage attetgpéequire
us even though such a transaction may offer ogkbtilders the opportunity to sell their stock atrige above the prevailing market price.

Certificate of Incorporation and Bylaws
Provisions of our certificate of incorporation amdaws may delay or discourage transactions inmghén actual or potential change in our contrat@nge in
our management, including transactions in whickldtolders might otherwise receive a premium foirtbleares, or transactions that our stockholdeghttherwise
deem to be in their best interests. Therefore gtipesvisions could adversely affect the price af@ammon stock. Among other things, our certificafténcorporation and
bylaws:

« permit our board of directors to issue up to 5,000,shares of preferred stock, without furtheraachby the stockholders, with any rights, prefersreed
privileges as they may designate, including thbtrig approve an acquisition or other change irtrogir

« provide that the authorized number of directors tmayghanged only by resolution of the board ofdoes;

« provide that all vacancies, including newly cread@ectorships, may, except as otherwise requiyeld, be filled by the affirmative vote of a majgrof
directors then in office, even if less than a quor

« divide our board of directors into three classath wach class serving staggered three-year terms;

« do not provide for cumulative voting rights (themef allowing the holders of a majority of the stsaoé common stock entitled to vote in any electbn
directors to elect all of the directors standingdtection, if they should so choos
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« provide that special meetings of our stockholdeay ive called only by our board of directors; and

« set forth an advance notice procedure with regatté nomination, other than by or at the directbour board of directors, of candidates for etechs
directors and with regard to business to be brobgfdre a meeting of stockholde

Transfer Agent and Registrar
The transfer agent and registrar for our commocksi®Action Stock Transfer Corp.
Listing

The shares of our common stock are currently quotetthe OTC Bulletin Board. We have applied for lieng of our common stock on the Nasdaq Capital
Market under the symbol “NSPR.”
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MATERIAL U.S. FEDERAL INCOME AND ESTATE TAX CONSIDE RATIONS FOR NON-U.S. HOLDERS

The following is a general discussion of the maldd.S. federal income and estate tax consequeéa@ron-U.S. holder of the acquisition, ownersing
disposition of our common stock. For purposes i discussion, a non-U.S. holder is any benefmiher of our common stock that is not for U.S. fatiencome tax
purposes any of the following:

« anindividual citizen or resident of the U.S.;

« acorporation (or other entity treated as a comgmrdor U.S. federal income tax purposes) createorganized in the United States or under the lafithe
United States or any state or the District of Cddian

« apartnership (or other entity treated as a pastigifor U.S. federal income tax purposes);
« an estate whose income is subject to U.S. fedecahie tax regardless of its source; or

« atrust (i) the administration of which is subjexthe primary supervision of a U.S. court and \uhias one or more U.S. persons who have the atythori
control all substantial decisions of the trustigrnvhich has made a valid election to be treated &.S. persol

If a partnership (or an entity treated as a pastmniprfor U.S. federal income tax purposes) holdscommon stock, the tax treatment of a partnehéngartnership
will generally depend on the status of the paramet upon the activities of the partnership. Acawgti, we urge partnerships that hold our commonksemd partners in
such partnerships to consult their own tax advisegsrding the tax treatment of acquiring and lmgdiur common stock.

This discussion assumes that a non-U.S. holdehwaitl our common stock issued pursuant to the ioffess a capital asset (generally, property held fo
investment). This discussion does not addresspécts of U.S. federal income taxation or any aspefcstate, local or non-U.S. taxation, nor deesnsider any U.S.
federal income tax considerations that may be agleto non-U.S. holders which may be subject taigp&eatment under U.S. federal income tax landpding, without
limitation, U.S. expatriates, controlled foreigrrgorations, passive foreign investment companiesijrance companies, tax-exempt or governmentah@a#ons, dealers
in securities or currency, banks or other finanitiatitutions, and investors that hold our commimtls as part of a hedge, straddle or conversiarséetion. Furthermore,
the following discussion is based on current piiovis of the Internal Revenue Code of 1986, as aste(ttie “Code”), and Treasury Regulations and athtnative and
judicial interpretations thereof, all as in effect the date hereof, and all of which are subjectinge, possibly with retroactive effe

We urge each prospective investor to consult atisor regarding the U.S. federal, state, locdlrzan-U.S. income and other tax consequences ofraug,
holding and disposing of shares of our common stock

Dividends

If we pay dividends on our common stock, those paywill constitute dividends for U.S. tax purppse the extent paid from our current or accumadlate
earnings and profits, as determined under U.Sré¢decome tax principles. To the extent thosedbwids exceed our current and accumulated earniggrafits, the
dividends will constitute a return of capital anil first reduce a holder’s adjusted tax basistindkommon stock, but not below zero, and thenlvéltreated as gain from
the sale of the common stock (see “— Gain on Disipasof Common Stock”).

Any dividend paid out of earnings and profits toam-U.S. holder of our common stock generally Wélsubject to U.S. withholding tax either at a @ft80% of

the gross amount of the dividend or such lower aatenay be specified by an applicable tax treatyeEeive the benefit of a reduced treaty ratera.S. holder
generally must provide us (or another relevant hatding agent) with an Internal Revenue ServicR$'1) Form W-8BEN certifying qualification for theduced rate.
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A non-U.S. holder eligible for a reduced rate of U.S efed withholding tax pursuant to an applicable imedtax treaty may obtain a refund of any excessuais
withheld by timely filing an appropriate claim foefund with the IRS.

Dividends received by a non-U.S. holder that afectif’ely connected with a U.S. trade or busines®locted by the non-U.S. holder will be exempt fisuwoh
withholding tax. To obtain this exemption, the rdr$. holder must provide us (or another relevathhalding agent) with an IRS Form W-8ECI propergytdying such
exemption. Such effectively connected dividend$aaigh not subject to withholding tax, generallyl e subject to U.S. federal income tax on a nevime basis at the
same graduated U.S. tax rates generally applitalileS. persons, net of certain deductions andtsreslibject to any applicable tax treaty providatigerwise. In addition
to the income tax described above, dividends receby corporate non-U.S. holders that are effelgtivennected with a U.S. trade or business of tiparate non-U.S.
holder may be subject to a branch profits taxrate of 30% or such lower rate as may be spedifjedn applicable tax treaty.

Gain on Disposition of Common Stock
A non-U.S. holder generally will not be subjectids. federal income tax on any gain realized upensale or other disposition of our common stodkss

- the gain is effectively connected with a U.S. tradéusiness of the non-U.S. holder and, if requing an applicable tax treaty, is attributable td.§.
permanent establishment maintained by sucl-U.S. holder

« the non-U.S. holder is an individual who is presarihe United States for a period or periods agatiag 183 days or more during the calendar yeahich
the sale or disposition occurs and certain othaditions are met; ¢

- we are or have been a U.S. real property holdimgazation (‘USRPHC”) for U.S. federal income taxposes and the non-U.S. holder holds or has held,
directly or indirectly, at any time within the sher of the five-year period preceding the dispositdr the non-U.S. holder’s holding period, morant5% of
our common stock. Generally, a corporation is a te8l property holding corporation if the fair rket value of its U.S. real property interests esjaal
exceeds 50% of the sum of the fair market valuiésoforldwide real property interests and its otagsets used or held for use in a trade or busiliess are
or have been a “USRPHC” at any time during thequiridescribed above and our common stock is nata®g traded on an established securities market,
then the gain recognized on the sale or other dipp of our common stock by a non-U.S. holder lddae subject to U.S. federal income tax regardbéss
the nor-U.S. holde’s ownership percentac

In the case of a non-U.S. holder described initiseullet point immediately above, the gain vibi# subject to U.S. federal income tax on a netmebasis
generally in the same manner as if the non-U.Sldralere a U.S. person as defined under the Cadiesgian applicable income tax treaty providesrotise), and a non-
U.S. holder that is a foreign corporation may bigjesct to an additional branch profits tax equaB®6 of its effectively connected earnings and psdditributable to such
gain (or at such lower rate as may be specifiedrbgpplicable income tax treaty). In the case dhdividual non-U.S. holder described in the secbaliiet point
immediately above, except as otherwise providedrbgpplicable income tax treaty, the gain, whicly maoffset by certain U.S.-source capital lossél§pe subject to a
flat 30% tax.

We believe we are not and do not anticipate becgmitdSRPHC for U.S. federal income tax purposesaiivever, we are or become a USRPHC, so longras ou
common stock is considered to be regularly tradedroestablished securities market, only a non-kbfler who actually or constructively holds orch@t any time
during the shorter of the five year period endinglee date of disposition or the non-U.S. holdaokling period) more than 5% of our common stock vé subject to
U.S. federal income tax, under the third bullenpéinmediately above, on the disposition of our owon stock. You should consult your own advisor dlboel
consequences that could result if we are, or becartksSRPHC.
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Backup Withholding and Information Reporting

Generally, we must report annually to the IRS tm@ant of dividends paid to each non-U.S. holded, twe amount, if any, of tax withheld with respecthose
dividends. A similar report is sent to each non-U&8der. These information reporting requiremeagigly even if withholding was not required. Purdutartax treaties or
other agreements, the IRS may make its reportsadmito tax authorities in the recipient’s countfyresidence.

Payments of dividends to a non-U.S. holder mayugest to backup withholding (at a rate of 28% tlylo 2012) unless the non-U.S. holder establishes an
exemption, for example, by properly certifyingritsn-U.S. status on an IRS Form W-8BEN or anothpr@piate version of IRS Form W-8. Notwithstandthg
foregoing, backup withholding also may apply if have actual knowledge, or reason to know, thab#émeficial owner is a U.S. person that is not angx recipient.

Payments of the proceeds from sale or other digppdiy a non-U.S. holder of our common stock @fdmutside the United States by or through a goreifice
of a broker generally will not be subject to infation reporting or backup withholding. However amhation reporting will apply to those paymentthié broker does not
have documentary evidence that the holder is alh&-holder, an exemption is not otherwise establisand the broker has certain relationships thigHJnited States.

Payments of the proceeds from a sale or other sitépo by a non-U.S. holder of our common stocleetiéd by or through a U.S. office of a broker gathgmwill
be subject to information reporting and backup hdafding (at a rate of 28% through 2012) unlessitre-U.S. holder establishes an exemption, for exany properly
certifying its non-U.S. status on an IRS Form W-8B& another appropriate version of IRS Form W-8tWthstanding the foregoing, information reportiaugd backup
withholding also may apply if the broker has ackradwledge, or reason to know, that the holderlis® person that is not an exempt recipient.

Backup withholding is not an additional tax. Rathbe U.S. income tax liability of persons subjecbackup withholding will be reduced by the amoofiiax
withheld. If withholding results in an overpaymerfitaxes, a refund may be obtained, provided thetréquired information is timely furnished to tRS.

Additional Withholding Requirements

Recently enacted legislation would impose a 30%livalding tax on any dividend payments on our comstonk made to a foreign financial institution @nn
financial foreign entity (including, in some casafien such foreign financial institution or entisyacting as an intermediary), and on the grossgaws of the sale or otf
disposition of our common stock, unless (i) in tase of a foreign financial institution, such ington enters into an agreement with the U.S. gowent to withhold on
certain payments, and to collect and provide tdit& tax authorities substantial information relilag U.S. account holders of such institution (whiccludes certain
equity and debt holders of such institution, ad @aglcertain account holders that are foreigniestivith U.S. owners), (ii) in the case of a rferancial foreign entity, suc
entity certifies that it does not have any subsiait.S. owners or provides the withholding ageithva certification identifying the direct and imel¢t substantial U.S.
owners of the entity, or (iii) the foreign finankiastitution or non-financial foreign entity otheise qualifies for an exemption from these rules.

Although this legislation currently applies to pagmts made after December 31, 2012, the TreasurthendRS have issued administrative guidance inidigaha
they plan to issue Treasury Regulations providiveg withholding will only apply to payments of diinds made on or after January 1, 2014 and to pagroégross
proceeds from a sale or other disposition mader @fter January 1, 2015. Proposed Treasury Regakatiave been issued which, if finalized, wouldfconthe extensio
of the effective dates for withholding. N@hS. holders should consult with their own tax advs regarding the possible implications of thggdiation on an investment
our common stock.

113




Estate Tax

Our common stock owned or treated as owned bydinidual who is not a citizen or resident of theSU(as specifically defined for U.S. federal estate
purposes) at the time of death will be includililiehie individual's gross estate for U.S. federghtestax purposes and may be subject to U.S. fedstiate tax unless an
applicable estate tax treaty provides otherwise.
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UNDERWRITING

We and the underwriters for the offering named Wetave entered into an underwriting agreement reiipect to the common stock being offered. Sulbjettte
terms and conditions of the underwriting agreemeath underwriter has severally agreed to purcheaseus the number of shares of our common stotfoséh opposite
its name below. Cowen and Company, LLC and JMP i8&=LLC are the representatives of the undepssit

Number of
Underwriter Shares
Cowen and Company, LL
JMP Securities LLC
Total

The underwriting agreement provides that the obbga of the underwriters are conditional and maydrminated at their discretion based on theessaent of
the state of the financial markets. The obligatiohthe underwriters may also be terminated uperottcurrence of the events specified in the undéngragreement. The
underwriters have agreed, severally and not jaimdlyurchase all of the shares sold under therwrdimg agreement if any of these shares are @asget), other than those
shares covered by the overallotment option desgtilséow. If an underwriter defaults, the undenmgtagreement provides that the purchase commitroéite non-
defaulting underwriters may be increased or theenmdting agreement may be terminated.

We have agreed to indemnify the underwriters agaipscified liabilities, including liabilities undéhe Securities Act of 1933, and to contribut@ayments the
underwriters may be required to make in respecttife

The underwriters are offering the shares, subgeptior sale, when, as and if issued to and acddptehem, subject to approval of legal mattershgjr counsel
and other conditions specified in the underwritiggeement. The underwriters reserve the right thdraw, cancel or modify offers to the public andgject orders in
whole or in part.

Overallotment Option to Purchase Additional SharesWe have granted to the underwriters an option tohmase up to additional shares of commockst
at the public offering price, less the underwritgfigcount. This option is exercisable for a pewd@0 days. The underwriters may exercise thisoopgolely for the
purpose of covering overallotments, if any, madednnection with the sale of common stock offerecthy. To the extent that the underwriters exetttiseoption, the
underwriters will purchase additional shares fr@mruapproximately the same proportion as showthertable above.

Discounts and CommissionsThe following table shows the public offering priceaderwriting discount and proceeds, before exgets us. These amounts are
shown assuming both no exercise and full exerdisieeounderwriters’ option to purchase additiorteres.

We estimate that the total expenses of the offegrgluding underwriting discount and expense reirsement, will be approximately $  and are péyay us.
We have also agreed to pay the reasonable outaifepaosts of the underwriters up to $75,000, aedinderwriters’ outside legal fees and expensde $f100,000.

Total
Without With
Over- Over-
Per Share Allotment Allotment

Public offering price
Underwriting discoun
Proceeds, before expenses, to InspireMD,
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The underwriters propose to offer the shares ofrsomstock to the public at the public offering priet forth on the cover of this prospectus. Ttdenariters
may offer the shares of common stock to securitezders at the public offering price less a corioessot in excess of $  per share. The undégvgrimay allow, and the
dealers may reallow, a discount not in excessr$share to other dealers. If all of the sharesat sold at the public offering price, the undéers may change the
offering price and other selling terms.

Discretionary Accounts. The underwriters do not intend to confirm salethe shares to any accounts over which they hasgzetionary authority.
We have applied for the quotation of our commomwlstin the Nasdaq Capital Market under the symiSPR”.

Stabilization. In connection with this offering, the underwrgenay engage in stabilizing transactions, overakott transactions, syndicate covering transactions,
penalty bids and purchases to cover positionseddat short sales.

« Stabilizing transactions permit bids to purchasee$ of common stock so long as the stabilizing Hm not exceed a specified maximum, and are edgage
for the purpose of preventing or retarding a declimthe market price of the common stock whiledffering is in progres:

« Overallotment transactions involve sales by theemwdters of shares of common stock in excess@htimber of shares the underwriters are obligated t
purchase. This creates a syndicate short posittochamay be either a covered short position orkedahort position. In a covered short positior, iimbe
of shares overallotted by the underwriters is metiter than the number of shares that they mayhpseecin the overallotment option. In a naked shasttion
the number of shares involved is greater than timeher of shares in the overallotment option. Theemwriters may close out any short position by esarg
their overallotment option and/or purchasing shareéhe open marke

« Syndicate covering transactions involve purchasesmmon stock in the open market after the distidn has been completed in order to cover synelicat
short positions. In determining the source of shémeclose out the short position, the underwritghsconsider, among other things, the price ddirgs
available for purchase in the open market as coeapaith the price at which they may purchase shiaresigh exercise of the overallotment optionh# t
underwriters sell more shares than could be coveyezkercise of the overallotment option and, tfeess have a naked short position, the positionlman
closed out only by buying shares in the open maketaked short position is more likely to be ceehif the underwriters are concerned that aftemimpgi
there could be downward pressure on the priceeo$kiares in the open market that could adverstdgtahvestors who purchase in the offeri

« Penalty bids permit the representatives to reckaselling concession from a syndicate member wheremmon stock originally sold by that syndicate
member is purchased in stabilizing or syndicateedog transactions to cover syndicate short possti

These stabilizing transactions, syndicate covetriagsactions and penalty bids may have the effectising or maintaining the market price of ountoon stock
or preventing or retarding a decline in the magkéte of our common stock. As a result, the prite.d common stock in the open market may be higfen it would
otherwise be in the absence of these transactimither we nor the underwriters make any repregentar prediction as to the effect that the tratisas described abor
may have on the price of our common stock. Theses#ctions may be effected on the Nasdaqg Capiteke¥jan the over-the-counter market or otherwise, &
commenced, may be discontinued at any time.

Passive Market Makingln connection with this offering, underwritersdeselling group members may engage in passive mar&king transactions in our
common stock on the Nasdaq Capital Market in acowd with Rule 103 of Regulation M under the S¢i@srExchange Act of 1934, as amended, during iagheefore
the commencement of offers or sales of common stadkextending through the completion of the distion. A passive market maker must display itsdtid price not
in excess of the highest independent bid of thairsty. However, if all independent bids are lowebelow the passive market maker’s bid, that bidtnthen be lowered
when specified purchase limits are exceeded.
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Lock-Up AgreementsPursuant to certain “lock-up” agreements, wer executive officers, directors and certain of otirer stockholders agreed, subject to
certain exceptions, not to offer, sell, contracseéd, announce any intention to sell, pledge bentise dispose of, enter into any swap or othezeagent that transfers, in
whole or in part, the economic consequence of osimipof, directly or indirectly, or file with theeBurities and Exchange Commission a registratiateistent under the
Securities Act of 1933, as amended, relating tg,c&mmon stock or securities convertible into actengeable or exercisable for any common stockoattthe prior
written consent of Cowen and Company, LLC, for aqubof 180 days after the date of the pricingh# bffering. The 180-day restricted period willdagomatically
extended if (i) during the last 17 days of the t8@-restricted period we issue an earnings releas®terial news or a material event relating toerurs or (ii) prior to
the expiration of the 180-day restricted period,ameounce that we will release earnings resultleoome aware that material news or a material evidlmtccur during
the 16-day period beginning on the last day ofli®@-day restricted period, in either of which cteerestrictions described above will continuegplg until the
expiration of the 18-day period beginning on treu@nce of the earnings release or the occurrertbe ofiaterial news or material event.

This lock-up provision applies to common stock &mdecurities convertible into or exchangeablexer@sable for or repayable with common stockldba
applies to common stock owned now or acquired layehe person executing the agreement or for witielperson executing the agreement later acaeggower of
disposition. The exceptions permit us, among difiegs and subject to restrictions, to: (a) issommon stock or options pursuant to employee bepkfits, (b) issue
common stock upon exercise of outstanding optiongasrants, (c) issue securities in connection aithuisitions or similar transactions or (d) fémistration statements
on Form S-8. The exceptions permit parties to beK-up” agreements, among other things and sttitje restrictions, to: (a) participate in tendiersolving the
acquisition of a majority of our stock, (b) pangate in transfers or exchanges involving commoaokstw securities convertible into common stocka@rmake certain gift:
In addition, the lock-up provision will not restrisroker-dealers from engaging in market making sindlar activities conducted in the ordinary caud$ their business.

Electronic Offer, Sale and Distribution of Shares prospectus in electronic format may be madéla@ve on the websites maintained by one or mothef
underwriters or selling group members, if any, ipgoating in this offering and one or more of thederwriters participating in this offering may dibtite prospectuses
electronically. The representatives may agreeltzatle a number of shares to underwriters anchgelfioup members for sale to their online brokemgunt holders.
Internet distributions will be allocated by the endriters and selling group members that will makernet distributions on the same basis as otf@rations. Other than
the prospectus in electronic format, the informmabm these websites is not part of this prospemttise registration statement of which this prospeéorms a part, has r
been approved or endorsed by us or any undenimites capacity as underwriter, and should notdded upon by investors.

Other RelationshipsCertain of the underwriters and their affiliates/e provided, and may in the future provide, wsimvestment banking, commercial bank
and other financial services for us and our affisafor which they are received, and may in theriuteceive, customary fees.
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LEGAL MATTERS

Haynes and Boone, LLP, New York, New York, has pdsgon the validity of the shares of our commaulsbffered by us under this prospectus. The
underwriters are being represented by Reed Smifh New York, New York, in connection with the offey.

EXPERTS

The financial statements as of June 30, 2012, DeeeB1, 2011 and 2010 and for each of the six nsoetidled June 30, 2012 and three years in the pemibed
December 31, 2012 included in this prospectus baea so included in reliance on the report (whimhtains an explanatory paragraph relating to oilityato continue a:
a going concern as described in Note 1 to the isdustatements) of Kesselman & Kesselman C.Pa&msember firm of PricewaterhouseCoopers Internatibmited, ar
independent registered public accounting firm, giva the authority of said firm as experts in aadiand accounting.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the Securities and Exchange Casion a registration statement on Form S-1, tagetlith any amendments and related exhibits, utiger
Securities Act of 1933, as amended, with respeotitacshares of common stock offered by this prassed he registration statement contains additiorfatrmation about
us.

We file annual, quarterly and current reports, gretatements and other information with the Selmsriand Exchange Commission under the Securitiebdbge
Act of 1934, as amended. Our Securities and Exeah@uagnmission filings are available to the publiewothe Internet at the Securities and Exchange dssion’s
website at http://www.sec.gov. You may also readl @py any document we file at the Securities axechBnge Commission’s public reference room locatetD0 F
Street, N.E., Washington, D.C. 20549. Please balSecurities and Exchange Commission at 1-800-&¥0-for further information on the public referemooms and
their copy charges. In addition, through our wehdittp://www.inspire-md.com, you can access ed@itrcopies of documents we file with the Secusibed Exchange
Commission. Information on our website is not ipmated by reference in this prospectus. Accetisoge electronic filings is available as soon agfixable after filing
with the Securities and Exchange Commission. Yoy aiso request a copy of those filings, excludirbileits, from us at no cost. Any such request sthtvel addressed
us at: 4 Menorat Hamaor St., Tel Aviv, Israel 67448ention: Craig Shore, Chief Financial Officer.
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Report of Independent Registered Public Accountindrirm

To the shareholders of
InspireMD, Inc.

In our opinion, the accompanying consolidated bedasheets and the related consolidated statemieopei@tions, changes in equity (capital deficigranyd cash flows
present fairly, in all material respects, the ficiahposition of InspireMD, Inc. (the “Company”) éiits subsidiaries at June 30, 2012, December(@ll] and 2010, and the
results of its operations and its cash flows fershx month period ended June 30, 2012 and for efttte three years in the period ended Decemhe2(®l1, in

conformity with accounting principles generally apted in the United States of America. These firdstatements are the responsibility of the Comgfsamanagement.
Our responsibility is to express an opinion on ¢hisancial statements based on our audits. Weuwmded our audits of these statements in accordaitbehe standards
of the Public Company Accounting Oversight Boardifeld States). Those standards require that wegsldrperform the audit to obtain reasonable assarabout
whether the financial statements are free of malterisstatement. An audit includes examining, ¢esabasis, evidence supporting the amounts astbdiges in the
financial statements, assessing the accountingiphes used and significant estimates made by neamnagt, and evaluating the overall financial statgrpeesentation.
We believe that our audits provide a reasonablis basour opinion.

The accompanying consolidated financial statemiesnge been prepared assuming that the Companyamitirtie as a going concern. As discussed in Nadette
consolidated financial statements, the Companyhhdsecurring losses, negative cash flows fromatpey activities and has significant future comnatits that raise
substantial doubt about its ability to continueaaming concern. Managemenplans in regard to these matters are also descibNote 1. The financial statements do
include any adjustments that might result fromdbtome of this uncertainty.

Tel Aviv, Israel /sl Kesselman & Kesselm:

September 11, 2012 Certified Public Accountants (Isr.)
A member of PricewaterhouseCoopers Internationaited
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ASSETS

CURRENT ASSETS:
Cash and cash equivalel
Restricted cas
Accounts receivable

Trade
Other
Prepaid expenst
Inventory:
On hanc
On consignment
Total current assets

PROPERTY, PLANT AND EQUIPMENT , net

NON-CURRENT ASSETS:
Deferred debt issuance co

Fund in respect of employee rights upon retirement

Total non-current assets
Total assets

INSPIREMD, INC.

CONSOLIDATED BALANCE SHEETS
(U.S. dollars in thousands)

June 30 December 31

2012 2011 2010
$ 10,28¢ $ 5092 $ 63€
37 91 25C
1,82¢ 2,28¢ 852
264 11¢€ 75
93 72 3
1,744 2,061 1,704
63 11C 371
14,30¢ 9,83( 3,891
462 42C 282
961 15
282 21E 167
1,247 21t 182
$ 16,01+ $ 10,46 $ 4,35k

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

CONSOLIDATED BALANCE SHEETS
(U.S. dollars in thousands)

June 30 December 31
2012 2011 2010
LIABILITIES AND EQUITY (CAPITAL DEFICIENCY)
CURRENT LIABILITIES:
Current maturities of lor-term loan $ 94 $ 35E
Accounts payable and accruz
Trade $ 441 814 1,10¢
Other 2,92¢ 2,213 1,50¢
Advanced payment from custome 174 31€ 55¢
Loans from shareholde 20
Deferred revenues 10 39¢
Total current liabilities 3,55( 3,441 3,94¢
LONG-TERM LIABILITIES:
Long-term loan 75
Liability for employees rights upon retireme 354 27C 20€
Convertible loan: 5,01¢ 1,044
Contingently redeemable warrants 1,70¢
Total long-term liabilities 7,07¢ 27C 1,32
COMMITMENTS AND CONTINGENT LIABILITIES  (Note 9)
Total liabilities 10,62¢ 3,711 5,26¢
EQUITY (CAPITAL DEFICIENCY)
Common stock, par value $0.0001 per share; 125)00Ghares authorized; 68,160,161,
68,178,946 and 49,863,801 shares issued and aditsgeat June 30, 2012 and Decembe
31, 2011 and 2010, respectiv 7 7 5
Additional paic-in capital 49,10: 43,38¢ 21,057
Accumulated deficit (43,729 (36,647 (21,976
Total equity (capital deficiency) 5,38¢ 6,754 (914
Total liabilities and equity (less capital deficagh $ 16,01« $ 10,465 $ 4,35t

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(U.S. dollars in thousands, except per share data)

6 month period ende( Year ended December 3
June 30, 201: 2011 2010 2009
REVENUES $ 2,071 $ 6,00¢ $ 4,94¢ $ 3,411
COST OF REVENUES 1,37i 3,011 2,69¢ 2,291
GROSS PROFIT 694 2,997 2,25¢ 1,12(
OPERATING EXPENSES:

Research and developm 2,607 2,47¢ 1,33¢ 1,33(
Selling and marketin 1,24¢ 1,97: 1,23¢ 1,04C
General and administrative (including $1,454, $8,%869 and $65 of share-based
compensation for the six month period ended Jup@@D2 and the years ended
December 31, 2011, 2010 and 2009, respectively) 3,99¢ 12,27¢ 2,89¢ 1,467
Total operating expenses 7,852 16,72 5,472 3,831
LOSS FROM OPERATIONS (7,15%) (13,729 (3,219 (2,719)
FINANCIAL EXPENSES (INCOME), net (109) 934 154 (40)
LOSS BEFORE TAX EXPENSES (7,049) (14,669 (3,379 (2,677)
TAX EXPENSES 2 47 47
NET LOSS $ (7,08) $ (14,669 $ (3,420 $ (2,729)
NET LOSS PER SHARE- basic and diluted $ (010 $ (029 $ (0.07 $ (0.06)
WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES USED IN
COMPUTING NET LOSS PER SHARE - basic and diluted 68,176,88 61,439,70 49,234,52 47,658,85

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

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CAPIT AL DEFICIENCY)

BALANCE AT JANUARY 1, 2009
CHANGES DURING 2009:
Net loss
Exercise of options by employe
Employee and nc-employee sha-based compensation expen
Redemption of beneficial conversion feature of @otible loan
Issuance of ordinary shares, net of $44 issuangte co
BALANCE AT DECEMBER 31, 2009

CHANGES DURING 2010:
Net loss
Employee and nc-employee sha-based compensation expen
Issuance of warrants, net of $23 issuance «
Issuance of ordinary shares, net of $97 issuansts co
BALANCE AT DECEMBER 31, 2010

CHANGES DURING 2011:
Net loss
Employee and nc-employee sha-based compensation expen
Issuance of shares and warrants, net of $2,83&nssLcost
Issuance of ordinary shares, net of $185 issuansts
Exercise of options by employ:
Conversion of convertible loans

BALANCE AT DECEMBER 31, 2011

CHANGES DURING THE 6 MONTH PERIOD ENDED JUNE
30, 2012:
Net loss
Employee and nc-employee sha-based compensation expen
Acquisition and cancellation of shai
Beneficial conversion feature of convertible loan
BALANCE AT JUNE 30, 2012

Ordinary shares

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

47,061,93 $ 5 1596: $ (15,839 134
(2,724 (2,729

458,72. * * *
594 594
(30¢) (30¢)

817,72. * 96E 96E
48,338,38 5 17,212 (18,55¢) (1,339
(3,420 (3,420

1,64( 1,64(

424 424

1,525,42 * 1,781 1,781
49,863,80 5 21,057 (21,97¢) (914
(14,665 (14,665

2,993,78! 1 11,60¢ 11,60¢
12,992,26 1 7,658 7,654
802,86¢ * 80% 80%
1,000,001 * 1,50C 1,50C
526,22} * 76€ 76€
68,178,94 $ 7 43,38¢ % (36,64)) 6,75¢
(7,087 (7,087

1,94< 1,94¢
(18,78%) * (21) (21
3,79( 3,79(

68,160,16 $ 7 49,10 $ (43,722) 5,38¢

* Represents an amount less than $1

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

(U.S. dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments required to reconcile net loss to ashcused in operating activitie
Depreciation of property, plant and equipm
Loss from sale of property, plant and equiprr
Change in liability for employees right upon retirent
Financial expenses (incom
Shar-based compensation expen
Loss (gains) on amounts funded in respect of engglaights upon retirement, r
Changes in operating asset and liability ite
Decrease (increase) in prepaid expel
Decrease (increase) in trade receiva
Decrease (increase) in other receiva
Decrease in inventory on consignm
Decrease (increase) in inventory on h
Increase (decrease) in trade paya
Increase (decrease) in deferred revel
Increase (decrease) in other payable and advayregmt from custome
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 equipi
Amounts funded in respect of employee rights umdinement, net
Net cash provided (used) in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of convertible loan andamgsr net of issuance costs of $1,132 in the ¢
month period ended June 30, 2(
Proceeds from issuance of shares and warrantsf iestuance costs of $1,014, $78 and $11 in t
years ended December 31, 2011, 2010 and 2009 ctesghe
Exercise of option
Proceeds from lor-term loan, net of $41 issuance cc
Proceeds from convertible loan at fair value thiopgpfit or loss, net of $60 issuance cc
Repayment of lor-term loan
Acquisition and cancellation of shai
Repayment of loans from sharehold
Repayment of convertible loans
Net cash provided by 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 O F PERIOD
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF PERI OD

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Taxes on income paid

Interest paid

SUPPLEMENTAL DISCLOSURE OF NON-CASH FINANCING ACTIVITIES:
Receivables on account of shares

Conversion of convertible loan into shares
Purchasing of property plant and equipment in ¢raalil in consideration of share-based payme

The accompanying notes are an integral part of theonsolidated financial statements.
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June 30, 201: 2011 2010 2009
$ (7,08) $ (14,669 $ (3420 $ (2,729
69 89 91 8¢
15
84 58 42 42
(315) 897 94 (224)
1,94¢ 9,59( 1,62( 562
(6) 8 (11 (10
(29) (69 36 (32)
46C (1,437 337 (969)
(14€) (50) 9 (27)
47 261 722 33C
317 (357) (75€) (247)
(291) (371) 19€ 612
10 (399 (1,577) (507)
56€ 421 (91) 1,55¢
(4,369 (6,009) (2,710 (1,545
54 15¢ 52 (272)
(193 (139 (81) (34)
41 4
(61) (48) (17) (44)
(200) 13 (46) (34€)
9,86¢
10,56+ 2,24¢ 97¢
1,50¢
41¢
1,07¢
(94) (375) (281)
(21
(20) (20)
(1,000 (720)
9,75¢ 10,66¢ 3,037 658
- (221) (21) 41
5,19( 4,45¢ 26( (1,195
5,092 63€ 37¢€ 1,571
$ 1028 $ 509/ § 63€ $ 37¢€
$ 37 $ 37 $ 56 $ -
$ 224§ 24 $ 30 $ 8¢
$ - $ - $ - $ 2C
$ - $ 66¢ $ - $ -
$ - $ 144 $ - $ -




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 - DESCRIPTION OF BUSINESS

InspireMD, Inc., formerly Saguaro Resources, Itbe “Company”)a public company, is a Delaware corporation formedrebruary 29, 2008. On March :
2011, the Company changed its name to InspireM@, In

On December 29, 2010, the Company entered intmeeSxchange Agreement (the “Exchange Agreemégtgnd among the Company and InspireMD L

a limited company incorporated under the laws ef$tate of Israel in April 2005. Subsequent tod&te of execution of the Exchange Agreement,
shareholders of InspireMD Ltd., holding 91.7% da$pireMD Ltd.’s issued and outstanding ordinary shaexecuted a joinder to the Exchange Agreemeht an
became parties thereto (the “InspireMD ShareholjleParsuant to the Exchange Agreement, on March 3111,28e InspireMD Shareholders transferred ¢
their ordinary shares in InspireMD Ltd. to the Camp in exchange for 46,471,907 newly issued shafresmmon stock of the Company (the “Initial Share
Exchange”). In addition, the remaining holdersrfdireMD Ltd.’s ordinary shares separately tramefiall of their ordinary shares of InspireMD Ltd.the
Company, in exchange for an aggregate of 4,194@86y issued shares of common stock of the Comiduey“Follow Up Share Exchange”) and, together
with the Initial Share Exchange, the “Share Excledhd\s a result of the Share Exchange, InspireMD L&tdme a wholly owned subsidiary of the Comp

The Share Exchange was accounted for as a revsagitalization, equivalent to the issuance ofkstcinspireMD Ltd. for the net monetary assetshef
Company. Accordingly, the historical financial staents of the Company reflect the historical openatand financial statements of InspireMD Ltd.

The Company, together with its subsidiaries, iseglical device company focusing on the developmedtc@mmercialization of its proprietary stent pbauf
technology, MGuard™. MGuard™ provides embolic petiten in stenting procedures by placing a microsimgleeve over a stent. The Company’s initial
products are marketed for use in patients witheacatonary syndromes, notably acute myocardiatdtitan (heart attack) and saphenous vein graftremo
interventions (bypass surgery). The Company maitsetgoducts through distributors in internationsrkets, mainly in Europe and Latin America.

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

The Company has had recurring losses and negasreftows from operating activities and has sigatfit future commitments. For the six months endee
30, 2012, the Company had losses of approximately gillion and negative cash flows from operatmgvities of approximately $4.4 million. The
Company’s management believes that its workingtabps of June 30, 2012 of approximately $10.8iamilshould enable it to continue funding the negati
cash flows from operating activities until Octol2€x.3, when its 2012 Convertible Debentures (defaratidescribed in Note 6a) are subject to a noimgerii
redemption option that could require the Companyé&ke a payment of $13.3 million, including accrirgérest. Since the Company expects to continue
incurring negative cash flows from operations amtight of the cash requirement in connection wlith 2012 Convertible Debentures, there is subsianti
doubt about the Company'’s ability to continue opiegaas a going concern. These financial statemeobsde no adjustments of the values of assets and
liabilities and the classification thereof, if arlgat will apply if the Company is unable to comgnoperating as a going concern.

The Company will need to raise further capitalanhs future point in time, through the sale of addil equity securities or debt. The Company’s ifeitu
capital requirements and the adequacy of the Coypanailable funds will depend on many factorgluing the Company’s ability to successfully
commercialize the Company’s MGuai products, development of future products, competienological and market developments, and thd teenter
into collaborations with other companies or acqoiteer companies or technologies to enhance or leongmt the Company’s product offerings. Howeveg, th
Company may be unable to raise sufficient additicapital when the Company will need it or with éa&ble terms. The terms of any securities issueithé@y
Company in future financing may be more favorablegw investors, and may include preferences, gupesting rights and the issuance of warrantstbeo
derivative securities, which may have a furtheutilie effect on the holders of any of the Comparsgsurities then outstanding. If the Company isiet
obtain adequate funds on reasonable terms, the &onwaill need to curtail operations significantiycluding possibly postponing or halting the Comyan
Unites States of America (“U.S.”) Food and Drug Adistration clinical trials or entering into finaing agreements with unattractive terms.
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INSPIREMD, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

a.

Accounting principles

The consolidated financial statements are preparadcordance with accounting principles generadigepted in the United States (“U.S. GAAP”).

Use of estimate:

The preparation of financial statements in conftymiith U.S. GAAP requires management to make e using assumptions that affect the reported
amounts of assets and liabilities, the disclosfi@ntingent assets and liabilities at the dattheffinancial statements and the reported amodrgales

and expenses during the reporting periods. Acegllts could differ from those estimates.

As applicable to these consolidated financial statats, the most significant estimates and assumgptilate to inventory writeff, provisions for return:
legal contingencies, estimation of the fair val@islare-based compensation and estimation of thede of warrants.

Functional currency

The currency of the primary economic environmenwfrich the operations of the Company and its sugsab are conducted is the U.S. dollar (“$” or
“dollar”). Accordingly, the functional currency ttie Company and of the subsidiaries is the dollar.

The dollar figures are determined as follows: temtisns and balances originally denominated inadslare presented in their original amounts. Ba&anc
in foreign currencies are translated into dollasmg historical and current exchange rates for mometary and monetary balances, respectively. The
resulting translation gains or losses are recoadefthancial income or expense, as appropriatetreosactions reflected in the statements of ojperain
foreign currencies, the exchange rates at tramsadttes are used. Depreciation and changes intones and other changes deriving from mooretary
items are based on historical exchange rates.

Principles of consolidation

The consolidated financial statements include tlomants of the Company and of its subsidiariegraumpany transactions and balances have been
eliminated upon consolidation.




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Cash and cash equivalent

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

Restricted cash

The Company maintains certain cash amounts resdrict to withdrawal or use, related to credit caRéstricted cash is denominated in dollars and New
Israel Shekel (“NIS”). See also Note 9¢(2).

Concentration of credit risk and allowance for doutiful accounts

Financial instruments that may potentially subjeet Company to a concentration of credit risk catnsi cash, cash equivalents and restricted casich
are deposited in major financial institutions ie ttJ.S.”, Israel and Germany, and trade accoumsivable. The Company'trade accounts receivable
derived from revenues earned from customers fromows countries. The Company performs ongoing tediluations of its customers’ financial
condition and, generally, requires no collaterahfrits customers. The Company also has a creditanse policy for some of its customers. The
Company maintains an allowance for doubtful acceuateivable based upon the expected ability tectathe accounts receivable. The Company
reviews its allowance for doubtful accounts qudytby assessing individual accounts receivableahdther balances based on historical collection
experience and an economic risk assessment. Gadhgpany determines that a specific customer islartabmeet its financial obligations to the
Company, the Company provides an allowance foritleskes to reduce the receivable to the amountgement reasonably believes will be collected.
To mitigate risks, the Company deposits cash astl eguivalents with high credit quality financiasiitutions.

Provisions for doubtful accounts receivable ar¢enkeagainst “Accounts receivable-Trade.”
Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated alotlver of cost (cost is determined on a “first-iinst

out” basis) or market value. The Company’s inveetgenerally have a limited shelf life and arejsctto impairment as they approach their expiratio
dates. The Company regularly evaluates the caryahge of the Company’s inventories and when, em@ompany’s opinion, factors indicate that
impairment has occurred, the Company establismeseave against the inventories’ carrying valuee Tompany’s determination that a valuation reserve
might be required and the quantification of suderee require management to utilize significangent. With respect to inventory on consignmerg,
Note 2k.

Property, plant and equipment

Property, plant and equipment are stated at cespfraccumulated depreciation and amortizatiomprBe&ation is calculated using the straight-line
method over the estimated useful lives of the eelassets: over three years for computers and eléagtronic equipment, five years for vehicles and
seven to fifteen years for office furniture and ipguent and machinery and equipment (mainly seveamsyeLeasehold improvements are amortized on a
straight-line basis over the term of the leasechviis shorter than the estimated life of the improents.

Impairment of property, plant and equipment
The Company reviews its property, plant and equigrfe impairment whenever events or changes tuaistances indicate that the carrying amount of
the assets may not be recoverable. If the sumeoéthbected future cash flows (undiscounted andowttmterest charges) of the property, plant and

equipment is less than the carrying amount of sisslets, an impairment loss would be recognizedtrendssets would be written down to their estint
fair values.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
To date, the Company has not recorded any impatroterges relating to its property, plant and eopgpt.
Revenue recognitior
Revenue is recognized when delivery has occurnéderce of an arrangement exists, title and rigid r@wards for the products are transferred t
customer, collection is reasonably assured andugto@turns can be reliably estimated. When prodeittrns can be reliably estimated a provisic
recorded, based on historical experience, and dedifcom revenues. The provision for product resuamd related costs are included Acéount:

payable and accruals-other” under “Current liaktit and “Inventory-On consignment,” respectively.

When returns cannot be reliably estimated, bothtedl revenues and costs are deferred, and preserded“Deferred revenues” and “Inventory-On
consignment,” respectively.

As of June 30, 2012, there are no deferred reveralged to sales for which the rate of return cate reliably estimated.

The Company’s revenue arrangements may contaivedglof free products upon the achievement of dalegets. Each period, the Company estimates
the amount of free products to which these distatsuwill be entitled based upon the expected aelment of sales targets and defers a portion of
revenues accordingly.

The Company recognizes revenue net of value adde(VAT).

Research and development cos

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

Share-based compensatiol

Employee option awards are classified as equityrdsvand accounted for using the grant-date fairesatethod. The fair value of share-based awards is
estimated using the Black-Scholes valuation modelexpensed over the requisite service periodpestimated forfeitures. The Company estimates
forfeitures based on historical experience anccgnied future conditions.

The Company elected to recognize compensation eegefor awards with only service conditions thavehgraded vesting schedules using

accelerated multiple option approach.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued):

The Company accounts for equity instruments issaetlird party service providers (n@mployees), by recording the fair value of the @i grante
using an option pricing model, at each reportingqguk until awards are vested in full. The expeiseecognized over the vesting period using
accelerated multiple option approach.

However, when the grant relates to options gratdetthird parties as consideration for introducingastors to the Company, the costs are recorc
issuance costs, of the various financial instrusmésgued.

In addition, certain share-based awards of the Gmyjare performance based and dependent upon ach@rtain goals. With respect to these awards,
the company estimates the expected pre-vestingdgevabability that the performance conditions Wil achieved. The Company only recognizes
expense for the shares that are expected to vest.

Uncertain tax positions

The Company follows a two-step approach to recaggiand measuring uncertain tax positions. The $itesp is to evaluate the tax position for
recognition by determining if the weight of availalevidence indicates that it is more likely thant that the position will be sustained on audiunfier
the first step a tax provision is assessed to be fileely than not of being sustained on audit,4beond step is performed, under which the taxfiiese
measured as the largest amount that is more tHanliBly to be realized upon ultimate settlemenici$liabilities are classified as long-term, unléss
liability is expected to be resolved within twelvenths from the balance sheet date. The Companlityps to include interest and penalties related
unrecognized tax benefits within “Financial expenecome)-net”.

Deferred income taxes

Deferred taxes are determined utilizing the “asset liability” method based on the estimated futaseeffects of differences between the financial
accounting and tax bases of assets and liabilitieler the applicable tax laws, and on tax ratesipated to be in effect when the deferred taxes ar
expected to be paid or realized. The Company assesalization of deferred income tax assets smgdon all available evidence, concludes whether i
is more likely than not that the net deferred inedax assets will be realized. A valuation allowaigcprovided for the amount of deferred income tax
assets not considered to be realizable.

The Company may incur additional tax liability etevent of intercompany dividend distributionsitsysubsidiary. Such additional tax liability irspec
of these foreign subsidiaries has not been provideth these financial statements as it is the gany’s policy to permanently reinvest the subsidgr
earnings and to consider distributing dividends/avihen this can be facilitated in connection witspecific tax opportunity that may arise.

Taxes that would apply in the event of disposaheéstments in the foreign subsidiary have not bakan into account in computing the deferred taxes
as it is the Company'’s intention to hold, and wotdalize, this investment.

Advertising
Costs related to advertising and promotion of patslare charged to sales and marketing expensewasad. Advertising expenses were $361 thousand

for the six month period ended June 30, 2012, & $housand, $467 thousand and $275 thousanbdagrmears ended December 31, 2011, 2010 and
20009, respectively.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Net loss per share

Basic and diluted net loss per share is computedibgling the net loss for the year by the weighaweérage number of ordinary shares outstandingng
the year. The calculation of diluted net loss fers excludes potential ordinary shares as theteffenti-dilutive. Potential ordinary shares are
comprised of incremental ordinary shares issuaptsuhe exercise of share options, warrants andertihle loans.

For the six month period ended June 30, 2012, #saw¢he years ended December 31, 2011, 2010 @0®}, 2l ordinary shares underlying outstanding
options, warrants and convertible loans have bgeluéed from the calculation of the diluted loss gleare since their effect was anti-dilutive. Toik
number of ordinary shares related to outstandinipog, warrants and convertible loans excluded ftoencalculations of diluted loss per share were
32,470,307 for the six month period ended Jun€802, and 21,626,451, 9,502,111 and 5,877,38%héye¢ars ended December 31, 2011, 2010 and
20009, respectively.

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

The Company entered into factoring agreements atimyuto $1,200 thousand and $942 thousand duriagélars ended December 31, 2011 and 2010,
respectively, with certain banking institutions@non-recourse basis. The factoring of trade ret#®s under these agreements were accounted for as
sales. Under the terms of these factoring agreesntr® Company transferred ownership of eligitdelérreceivables without recourse to the respective
banking institutions in exchange for cash. Proceedthe transfers reflect the face value of th@antless a discount. The discounts, $12 thousadd a
$37 thousand during the years ended December 31,&d 2010, respectively, were recorded to “Firmm@xpenses (income)-net” within the
Consolidated Statements of Operations.

The receivables sold pursuant to these factoringemgents are excluded from 'Accounts receivabl@&tan the Consolidated Balance Sheets and are
reflected as cash provided by operating activitieshe Consolidated Statements of Cash Flows. @&hkibg institution had no recourse to the Compsny’
assets for failure of debtors to pay when due.

The related commissions on the sales of tradev&ileis sold under these factoring agreements amguiot $23 thousand and $4 thousand during the
years ended December 31, 2011 and 2010, respgctivede recorded to “Financial expenses (incomé)amithin the Consolidated Statements of
Operations.

Fair value measurement:

The Company measures fair value and disclosesdaie measurements for financial assets and liigsiliFair value is based on the price that woeld b
received to sell an asset or paid to transfertdliigin an orderly transaction between markettiggrants at the measurement date.

The accounting standard establishes a fair vakmithy that prioritizes observable and unobseeveiguts used to measure fair value into threedroa
levels, which are described below:

Level 1: Quoted prices (unadjusted) in active markigat are accessible at the measurement daasdets or liabilities. The fair value hierarchyagithe
highest priority to Level 1 inputs.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Level 2: Observable prices that are based on inmattguoted on active markets, but corroboratethbyket data.
Level 3: Unobservable inputs are used when little@market data is available. The fair value higmg gives the lowest priority to Level 3 inputs.

In determining fair value, the Company utilizesuatlon techniques that maximize the use of obségvaputs and minimize the use of unobservable
inputs to the extent possible and considers copaisr credit risk in its assessment of fair value.

Put warrants

Put warrants that embody an obligation to repurelihe Company’s equity shares, or are indexeddb an obligation, and that require or may require
the Company to settle the obligation by transferassets are within the scope of Accounting Statsd@odification (“ASC”) 480-10-25-8, and are
recognized as a liability and measured at fair @@teach reporting date, with changes in fairevaicorded in earnings. See Note 6a(4)

Beneficial conversion feature“BCF”")

When the Company issues convertible debt, if tbeksprice is greater than the effective convergince (after allocation of the total proceeds) loa t
measurement date, the conversion feature is caesidbeneficial” to the holder. If there is no dagency, this difference is treated as issued gaguritl
reduces the carrying value of the host debt; theadint is accreted as deemed interest on the SebdtNote 6a(4)(B).

Embedded derivatives

Embedded derivatives in debt contracts that areleatly and closely related to the host debt #edated and accounted for separately. Those
embedded derivatives are measured at fair value reporting date, with changes in fair value reedrih earnings. See Note 6a(4)(B).

Allocation of issuance proceed

The Company allocated proceeds from its issuandelf that was sold with detachable warrants treatlassified as liability as follows: first to the
warrants based on their full fair value; then tg ambedded derivatives in the debt that requinertiftion at their fair values; then the residuabant of
the proceeds to the debt. See Note 6a(4)(B).

Newly adopted accounting guidanc

Fair value measurement

In May 2011, the FASB issued Accounting Standarpgddte No. 2011-04, Fair Value Measurement (Top®8&mendments to Achieve Common Fair
Value Measurement and Disclosure Requirements$h GAAP and IFRSs (“ASU 2011-04"). ASU 2011-04 ches certain fair value measurement
principles and clarifies the application of exigtifair value measurement guidance. These amendiimehide, among others, (1) the application of the
highest and best use and valuation premise cond@ptseasuring the fair value of an instrumenssied in a reporting entity’s shareholdegguity anc
(3) disclosing quantitative information about thehbservable inputs used within the Level 3 hienarch

Effective January 1, 2012, the Company adopted 281L-04. The adoption of this accounting standapdiate did not have a material impact on the
Company’s consolidated financial statements.
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INSPIREMD, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 3 - FAIR VALUE MEASURMENT

Items Measured at Fair Value on a Recurring Basis

a.

The following table summarizes the balances fos¢hinancial liabilities where fair value measuretseare estimated utilizing Level 2 and Level 3
inputs:

June 30 December 31
Level 2012 2011 2010
($ in thousands)
2010 Convertible Debentur: 3 % - 8 - % 1,04¢
2012 Warrants at fair valu 2 1,70¢
Embedded derivative 3 49
$ 1,758 $ - $ 1,04¢

The following tables summarize the activity for sledinancial liabilities where fair value measureiseare estimated utilizing Level 3 inpu

Embedded Derivative Convertible Loan

($ in thousands) ($ in thousands)

Balance as of January 1, 201 $ = >
Issuance: 1,13¢
Total losses (gains) (realized and unrealizedhioted in earnings - Financial expenses

(income), ne (89
Balance as of December 31, 20: - 1,044
Total losses (gains) (realized and unrealizedghioted in earnings - Financial expenses

(income), ne 624
Convertion to Compar’s shares of common sto (66€)
Redemptior (2,000
Balance as of December 31, 20: - -
Issuance: 8
Total losses (gains) (realized and unrealizedhioed in earnings - Financial expenses

(income), net 41
Balance as of June 30, 201 $ 49 3 -

Level 3 liabilities include an embedded derivatigiated to the Company’s senior secured conventibleenture due April 5, 2014, as described in Note
6a. The Company values the Level 3 embedded digéviasing an internally developed valuation modéipse inputs include recovery rates, credit
spreads, stock prices, and volatilities, as desdrti®low.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
In calculating the fair value of embedded derivatithe Company used the following assumptions: Guys credit spread of 23.1% and 26.5% for the
transaction date and for June 30, 2012, respegfi@mpany’s recovery rate of 49.8% and 49.8%Herttansaction date and for June 30, 2012,
respectively, probability of non-financial eventd#fault 5% and 5% for the transaction date anddoe 30, 2012, respectively.
The credit spread is the yield to maturity of riskgnds over risk free bonds and was based on aagevef sample comparable companies.
The recovery rate is the estimated amount to bevezed through bankruptcy procedures in eventdsfault , expressed as a percentage of face value .
A non-financial event of default is a contractuatet of default which does not result from a denfirfinancial standing of the Company.
The fair value of the warrants included in Leve$ 2stimated using the Black & Scholes model.
In calculating the fair value of warrants, the Ca@myp used the following assumptions: expected tdrfnamd 4.76 years for the transaction date and for
June 30, 2012, respectively; expected volatilit$®f1% and 69.6% for the transaction date anduoe B0, 2012, respectively; risk-free interest odte
1.01% and 0.72% for the transaction date and foe B0, 2012, respectively; and dividend yield of. 0%
The carrying amounts of financial instruments ideld in working capital approximate their fair vakither because these amounts are presented at fair
value or due to the relatively short-term matusitié such instruments. The carrying amount of tbey@any’s other financial long-term assets and other
financial long-term liabilities (other than the @slbures) approximate their fair value. The faiueabf the Company’s senior secured convertible
debenture due April 5, 2014 approximates the cagrgimount (after considering the BCF, as describ&ibte 6a).
NOTE 4 - PROPERTY, PLANT AND EQUIPMENT

a. Composition of assets, grouped by major classi@ioat is as follows

June 30 December 31
2012 2011 2010
($ in thousands)

Cost:
Vehicles $ - $ - $ 44
Computer equipmet 14z 12z 75
Office furniture and equipme! 82 5€ 54
Machinery and equipme 59¢ 597 41€
Leasehold improvements 111 47 47
934 822 63€
Less - accumulated depreciation and amortization (472) (402) (354
Net carrying amour $ 46z $ 42C $ 282

b. Depreciation and amortization expenses totaledceqpately $69 thousand for the six month periodeshdune 30, 2012, and $89 thousand, $91
thousand and $89 thousand for the years ended ece, 2011, 2010 and 2009, respectiv
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 5 - LIABILITY FOR EMPLOYEES RIGHT UPON RETIREM ENT

Israeli labor law generally requires payment ofesamce pay upon dismissal of an employee or upgamiriation of employment in certain other circumsies

Pursuant to section 14 of the Israeli Severancep@osation Act, 1963, some of the Company’s empkogee entitled to have monthly deposits, at achte
8.33% of their monthly salary, made in their nanighwsurance companies. Payments in accordanteseittion 14 relieve the Company from any future
severance payments to these employees.

The severance pay liability of the Company for st of its employees, which reflects the undistedimmount of the liability, is based upon the nantf
years of service and the latest monthly salary. Seéwerance pay liability is partly covered by irswe policies and by regular deposits with recaghiz
severance payment funds. The Company may only mékdrawals from the amounts funded for the purpafggaying severance pay. The severance pay
expenses were approximately $117 thousand in xheainth period ended June 30, 2012, and $155 thdushl14 thousand and $78 thousand in the years
ended December 31, 2011, 2010 and 2009, respsctivel

Defined contribution plan expenses were $96 irstkenonth period ended June 30 2012, and $197a668(®%82 in the years ended December 31, 2011, 2010
and 2009, respectively. Gain (loss) on amountsédnaith respect to employee rights upon retirentetaded to approximately $6 thousand for the siatho
period ended June 30 2012, and $(8) thousand thilsand and $10 thousand for the years ended ecedh, 2011, 2010 and 2009, respectively.

The Company expects contribution plan expenseiséalfyear 2013 to be approximately $198 thousand.

NOTE 6 - CONVERTIBLE LOANS

a. On April 5, 2012, the Company issued senior secacewertible debentures (the “2012 Convertible Détees”) due April 5, 2014 in the original
aggregate principal amount of $11,702,128 and yiar warrants (the “2012 Warrants”) to purchasaggregate of 3,343,465 shares of its common
stock at an exercise price of $1.80 per sharepinvate placement transaction in exchange for aggeegross proceeds of $11,000 thousand. The 2012
Convertible Debentures bear interest at an anatlaf 8% (payable quarterly beginning on Julyd12) and are convertible at any time into shares of
common stock at an initial conversion price of $1pér share

The relevant features of the 2012 Convertible Dabes and 2012 Warrants are summarized below:

1) 2012 Convertible Debenture:

A. Conversion and contingent convers

The 2012 Convertible Debentures, including accingatest on such 2012 Convertible Debentures, angettible at any time, in whole or part, at the
option of the holders into shares of common stda@nanitial conversion price of $1.75 per shatéyjsct to adjustment for stock splits, fundamental
transactions or similar events and an additionalzecsion adjustment described below.

The number of conversion shares issuable uponecsinn shall be determined by the quotient obthlmedividing (x) the sum of (a) the outstanding

principal amount to be converted, (b) at the optibthe holder, a portion or all of any accrued angaid interest to be converted and (c) the cawer
adjustment amount by (y) the conversion price.
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The “conversion adjustment amount” is calculatedritiplying the principal amount being convertedabfraction, the numerator of which is (a) the
number of days elapsed from the original issue datitiplied by (b) .021917808; and the denominatowhich is 100. The maximum number of days
elapsed to be used in calculating the conversigustrdent amount will not be greater than 548 dagsrdless of the actual number of days elapsed from
the original issue date.

The Company may force conversion of the 2012 CdilerDebentures if the closing bid price of then@m@mny’s common stock equals or exceeds 165%
of the conversion price for twenty consecutive itmgddays, the minimum daily trading volume for sygriod is $1,100 thousand, all of the underlying
shares during such period are either registerecefale with the Securities and Exchange Commissi@iligible for resale pursuant to Rule 144 and
there is no existing event of default or existingr which, with the passage of time or the givafigiotice, would constitute an event of defaultidgr

such period.

The 2012 Convertible Debentures contain certaiitditions on conversion. No conversion may be midster giving effect to the conversion, any
holder would beneifially own in excess of 4.99%f Company’s outstanding shares of common stduis. Jercentage may be increased to a
percentage not to exceed 9.99%, at the optionaif Bolder, except any increase will not be effextintil the holder has given 61 days’ prior notice
the Company.

The 2012 Convertible Debentures impose penaltigh®@Company for any failure to timely deliver ahares of its common stock issuable upon
conversion.

B. Events of default and holc's contingent redemption optit
If there is an event of default as stipulated mdlgreement, then by election of the holders hgldideast 60% of the 2012 Convertible Debentutes,
Company must redeem all of the 2012 Convertibleebalres in cash for 112% of the outstanding praicipgether with all unpaid and accrued inter
all interest that would have been payable throtghnaturity date and any other amounts due unée2@h2 Convertible Debentures (such amount, the
“Mandatory Default Amount”). The Mandatory Defaditnount will accrue interest at a rate of 24% perwan commencing on the fifth calendar date
following the relevant event of default.
C. Holder's noncontingent redemption opti
Commencing 18 months following the original issuadete of the 2012 Convertible Debentures, thednslthay require the Company to redeem all or a
portion of the 2012 Convertible Debentures, foriagpequal to 112% of the amount of principal taddeemed plus all accrued but unpaid interest and
other amounts due under the 2012 Convertible Debest
D. Compan’s noncontingent redemption opti
Commencing 6 months following the original issuada& of the 2012 Convertible Debentures, the Compsay redeem all or a portion of the 2012
Convertible Debentures for a price equal to 112%efamount of principal to be redeemed plus atwed but unpaid interest and other amounts due
under the 2012 Convertible Debentures.
E. Covenant:
The 2012 Convertible Debentures contain certairecamts which prohibit or limit the Company’s arslstibsidiaries ability to, among other things:

1. pay cash dividends to stockholde
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redeem, repurchase or otherwise acquire more td@mainimis number of shares of its common stockasnmon stock equivalent
incur additional indebtednes

permit liens on assets or conduct sales of as

effectuate stock splits until April 5, 2013, eptin connection with an initial listing on a ratal securities exchange or to meet the
continued listing requirements of such exchal

cease making public filings under the Securitiestaxge Act of 1934, as amend

engage in transactions with affiliates; ¢

amend its charter documents in a way that woulcerialy and adversely affect any holder of the 2@tvertible Debenture

arwN

© N

F. Pro rata distributions

If the Company, at any time while the 2012 ConbéetDebentures are outstanding, distributes tha@tlers of common stock evidences of its
indebtedness or assets (including cash and cagledds) or rights or warrants to subscribe forunchase any security other than the common stock,
then, upon any conversion of the 2012 Convertitdbdntures, the holder shall be entitled to recgivh distribution to the same extent that the holde
would have if the holder had held the number ofvepsion shares issued upon such conversion ofdh2 €onvertible Debentures immediately before
the date on which a record was taken for suchildigton, or, if no such record was taken, the @at®f which the record holders of shares of common
stock were determined for the participation in sdigtribution.

2) 2012 Warrants

A. Exercisability

The 2012 Warrants are immediately exercisable iarithe aggregate, entitle the holders to purchas®e 3,343,465 shares of common stock. The 2012
Warrants have an initial exercise price of $1.80gt@re payable in cash. ” The 2012 Warrants expirApril 5, 2017.

Similar to the 2012 Convertible Debentures, the22@/arrants also contain limitations on exercisé #hauld cause the holder to beneficially own in
excess of 4.99% or 9.99% of the Company’s outstegndommon stock.

B. Anti-dilution protection

The exercise price of the 2012 Warrants and thebeumof shares issuable upon exercise of the 20Ir2aa are subject to adjustments for stock
splits, combinations or similar events.

C. “Most favored natic”
The 2012 Warrants are also subject to an adjustmgstiant to which, in the event that the Compasyes or is deemed to have issued certain

securities with terms that are superior to thosth®f2012 Warrants, except with respect to exemmige and warrant coverage, the superior terms
will automatically be incorporated into the 2012 Méats.
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Contingent holder redemption optit
Upon the occurrence of a transaction involving angfe of control that is (i) an all cash transagt{oha “Rule 13e-3 transaction” as defined in &ul
13e-3 under the Securities Exchange Act of 1934n@snded, or (iii) involving a person or entity t@tded on a national securities exchange, the
holders of the 2012 Warrants will have the rigitoag others, to have the 2012 Warrants repurchasedpurchase price in cash equal to the Black-
Scholes value of the then unexercised portion ®20l2 Warrants.
Pro rata distributions
Similar to the 2012 Convertible Debentures, the220farrants allow exercising holders to particigatpro rata distributions.

Public information failure

If the Company fails for any reason to satisfy ¢therent public information requirement under Rudé(t) then, in addition to any other remedies
available to the holders, the Company must pafiédolders, in cash, partial liqguidated damageseaforth in the agreement.

Transaction costs

In connection with the Transaction, the Companyl jiesuance costs, including placement agent arad fegs, of approximately $1,200 thousand,
and issued five-year warrants (“2012 Placement #gj@farrants”) to purchase 312,310 shares of thegaogis common stock at an exercise price
of $1.80 per share to the placement agent.

Accounting treatment
2012 Warrants

The Company determined, based on the provisioASaf 480-10-25-8, that equity classification is fueled because of the redeemable option of
the holders in the event of a change in controtériain conditions), which is an event that iswithin the Company’s control. Accordingly, the
2012 Warrants are classified as a liability in @@nsolidated Balance Sheets and measured at fae ageach reporting period. The fair value of the
2012 Warrants is estimated using the Black-Schaésation model. See Note 2u.

In calculating the fair value of the 2012 Warrafiteluding the 2012 Placement Agents Warrants) Gbmpany used the following assumptions:
expected term of 5 and 4.76 years for the tranmactate and for June 30, 2012, respectively; ergeatlatility of 66.1% and 69.6% for the
transaction date and for June 30, 2012, respegtitisk-free interest rate of 1.01% and 0.72% Far transaction date and for June 30, 2012,
respectively; and dividend yield of 0%.

2012 Convertible Debentur:

In accordance with ASC 470-20, “Debt with Convensémd Other Options,” the Company determined tH&EE existed at the issuance date of the
2012 Convertible Debentures. The BCF amounting3i@%0 thousand was recorded in equity.

In addition, the Company analyzed the holders’ iogreint redemption option based on the guidancelatigd in Topic 815, and concluded that the
holders’ contingent redemption option is not clgand closely related to the debt host contracsTthe Company bifurcated and accounted for it
separately as an embedded derivative and clastifiedjether with the 2012 Convertible Debentunesis statement of financial position. This
embedded derivative will be measured at fair valueach reporting period. The fair value of the edu®d derivative is estimated using the
binominal valuation model.
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In addition, the Company analyzed the holders’ votiogent redemption option and determined thaptiepayment options are clearly and closely
related to the debt host contract and should ndifecated from the 2012 Convertible Debentures.

The gross proceeds amounting to $11,000 thousandtfre 2012 Convertible Debentures transaction aiweated as follows:

« 2012 Warrants at fair value - $2,807 thousand basetieir fair value;

« embedded derivative - $8 thousand based on itydie; and

2012 Convertible Debentures - $8,185 thousand basélde residual amount after the allocation obottomponents as described above. In
addition, an amount of $3,790 thousand was recedre®s a BCF against the 2012 Convertible Debent

The 2012 Convertible Debentures are subsequenthguned at amortized cost on the basis of the eféeiriterest method over the loan period until
the maturity date.

Transaction cost

Direct transaction costs of $1,394 thousand, whictuded the placement agents fees and the 20t2&nt Agents Warrants valued at $262
thousand as of the transaction date , as wellles @suance costs, were allocated to the variwisuments associated with the 2012 Convertible
Debentures pro-rata to the amount such instrunveerts recorded as of the transaction date. The ammdhet were allocated to the 2012 Warrants at
fair value and embedded derivative were recordé&iimancial expenses” and the remainder amountirlt037 thousand was recorded as
“Deferred debt issuance costs” in the Consolid&aidnce Sheets and will be amortized over the pmaiod using the effective interest method until

the maturity date.

In July 2010, InspireMD Ltd. entered into a sedesipurchase agreement, pursuant to which InspiréMDissued (i) 8% senior convertible debentures
in the principal amount of $1.58 million (the “200@nvertible Debentures”) and (i) three year watsgthe “2010 Warrants”) to purchase up to
1,014,513 shares of common stock at an exercise pfi$1.23 per share (as adjusted for the Shatkdexge) in exchange for aggregate gross proce:
$1.58 million. The 2010 Convertible Debentures aedrinterest at the annual rate of 8% and werehpeym the later of (i) two months following rece

by InspireMD Ltd. of a tax ruling from the Isradlax Authority that the issuance of shares of a tsBell company” in exchange for securities held by
shareholders and option holders of InspireMD Ltduld constitute a deferred tax event for InspireMB. and/or its security holders or (ii) the six

month anniversary of the issuance of the 2010 Qoime Debentures (the “Original Maturity Date)ppided however, that so long as the Company was
not in default under the 2010 Convertible DeberstuespireMD Ltd. had the right to extend the miyudate of the 2010 Convertible Debentures to |

months following the Original Maturity Date (tI*Second Maturity Da").

If InspireMD Ltd. completed a qualified financing connection with a reverse merger prior to theyi@al Maturity Date, or the Second Maturity Dafi
applicable, the holders of the 2010 Convertible &wbres had the option to convert the 2010 Corbleridebentures into shares of common stock ¢

surviving corporation at $1.50 per share or beickjpacash.
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In addition, provided that there was not an evémiedault, if InspireMD Ltd. completed a financifgr at least $3 million prior to the Second Matyrit
Date, the 2010 Convertible Debentures would autmaigt convert into ordinary shares of InspireMDdL&t a 15% discount to the pricing of the new
financing.

Finally, if an event of default had not occurreddany 2010 Convertible Debentures were still @umiging, following the Second Maturity Date, such
2010 Convertible Debentures would automaticallyvesninto ordinary shares of InspireMD Ltd. (i)lifspireMD Ltd. completed a financing for at least
$3 million prior to the one year anniversary of 8econd Maturity Date, at a 15% discount to theipgi of the new financing, or (i) or if InspireMDtd.
did not complete a financing for at least $3 milljorior to the one year anniversary of the Secomatlkity Date, at $10 per ordinary share.

Upon an event of default under the 2010 Converfi@bentures, the holders had the right to demapoheat of all then unpaid principal and accrued
unpaid interest under the 2010 Convertible Debestur

The Company elected to apply the fair value optegarding the 2010 Convertible Debentures in acord with ASC 825 (i.e. the 2010 Convertible
Debentures were measured at each balance sheet daitevalue and the changes in their fair valwee recorded in profit and loss). See Note 3.

The proceeds from the 2010 Convertible DebentuamJaction were allocated to the 2010 ConvertibleeDeures at their fair value with the residual
proceeds ascribed to the 2010 Warrants as follows:

o 2010 Debenture at fair value - $1,133 thousand; and
o 2010 Warrants - $447 thousand, net of $23 thoudardt transaction costs.

The issuance of the 2010 Warrants was recorddtkitdditional paid-in capital”, net of $23 thoushdirect transaction costs allocated to the 2010
Warrants.

On March 31, 2011, holders of the 2010 Convertitdbdentures surrendered $667,596 of outstandingipehand interest due under such debentures in
exchange for shares of common stock and warramarasf the Company’s private placement on sudé (tae “Debt Conversions”) as described in
Note 10b.

As a result of the Debt Conversions, there was Biomof unpaid principal outstanding remainingdan the 2010 Convertible Debentures on March 31,
2011, which was repaid by the Company in May 2@lis all accrued interest thereon.

On January 4, 2011, InspireMD Ltd. entered int@avertible loan agreement with its distributor éndel (the “Lender”)in the amount of $100 thousz
subject to the following condition

« the convertible loan did not bear annual interest;

« inthe event of a share exchange or similar traimsgadhe Lender would have, at its sole discrettbhe option to convert the loan into either (i)
shares of the Company’s common stock at a pri@l &3 per share ($10 prior to the Share Exchangg)) the Company’s product at a price
of 400 euro per unit (which represented the mapkiee for the Lender;

« in the event that the Company did not close a siwarhange or similar transaction by June 1, 201el| £nder had the right to extend the loan
and its terms for up to an additional 6 monthsn@ted in Note 1, the Exchange Agreement was closddarch 31, 2011); ar
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« inno event was cash required to be repaid by trapgany.
On June 1, 2011 the Lender surrendered the $1@8anhd convertible loan in exchange for 81,161 shafeommon stock of the Company.

d. In April 2008 InspireMD Ltd. entered into a conublt loan agreement with certain lenders. Undes #greement, the lenders were issued conve
notes in the aggregate principal amount of $720ghnd, bearing annual interest of 10%, in exchémg$720 thousand. While the notes did not he
maturity date, they were repayable on demand upavant of default. The notes were convertibl@mttime, into ordinary shares of InspireMD Ltc
the option of the holder

The notes were automatically convertible into oatynshares of InspireMD Ltd. if InspireMD Ltd. cotafed a financing that resulted in at least $1
million (“qualified financing”), at the lower convsion price of: (i) $1.48; or (ii) a discount of@0on the price per share in such qualified finagcin

The notes were also automatically convertible imtdinary shares of InspireMD Ltd. upon an initialptic offering (“IPO”) or upon a consolidatio
merger or sale of all assets or shares of InspirdMD (“exit transaction”) at the lower conversion price of: (i) $1.48; o) @i discount of 20% on t
price per share in such exit transaction.

In accordance with ASC 4729, "Debt with Conversion and Other Options", th@rany determined that a BCF existed at the issudate of thes
notes, totaling $308 thousand. Because these datesot have a stated redemption date (except oevant of default), and could be converted by
holder at any time, the BCF was recognized immebjiain the issuance date under “Financial expefisesme)-net’in the Consolidated Statement:
Operations.

In March 2009 these convertible notes were fullyaid (principal and accrued interest) due to adirez the covenants by InspireMD Ltd. Inspirel
Ltd. allocated the proceeds paid between the porttated to the redemption of the beneficial cosiom feature and that related to the convertibén
based on the guidance in ASC 420-The Company measured the portion allocatebedéneficial conversion feature based on thensitrivalue of th
conversion feature at the extinguishment date, vhimounted to $308 thousand (which equals thermidgCF since the price of InspireMD Ltsl.’
shares on the issuance date and the redemptionwdatthe same). Accordingly, the difference betwtbenamount allocated to the BCF plus the lean’
carrying amount, and the cash paid, was recogragdthancial income in the Consolidated Statemeh@perations.

NOTE 7 - LONG-TERM LOAN

In January 2009, InspireMD Ltd. signed a loan agvet with Mizrahi Tefahot Bank. According to theegment, InspireMD Ltd. was entitled to receive the
following:

1. Aloan (the “First Loan"amounting to $750 thousand, bearing annual intépesd quarterly) equal to the London InterbankeDfRate plus 4%. The lo
was payable in eight quarterly installments begigrin April 2010.

2. An additional loan (the “Second Loarainounting to $750 thousand, to be received no thter August 3, 2009, subject to certain termsiteMD Ltd.
did not meet the specific terms and therefore veashble to receive the Second Lo

3. Acredit line amounting to $500 thousand for theppse of financing export shipments. The credi livas not utilized by the Compar
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In addition, InspireMD Ltd. was required to payaditional $250 thousand in the following events:
1. Aliquidity event of at least $100 million (as silpted in the agreement);
2. An IPO in which the Compar's valuation was at least $100 millic
InspireMD Ltd. granted to the bank a floating liemall of its assets, as well as a fixed lien dmohits intellectual property and rights of futysayments from
the Company’s clients. InspireMD Ltd. also comnutte maintain in its bank account a minimum of $#5@usand in order to support an estimated cash bur
rate of three months of activity based on averagethly cash flow in the preceding three monthssEmount was recorded in the Consolidated Balance
Sheets under “Restricted cash.”
On February 2009 InspireMD Ltd. received the Hisan and in accordance with the loan agreemente@234,814 ordinary shares to the bank. Subsdg}
InspireMD Ltd. estimated the fair value of the Firean, the Second Loan, the credit line and the&34 ordinary shares issued to the bank using the
following assumptions:
1. Discount rate of 25.13% per year calculated bygigihmar-Z score mode
2. Probability of realizing the Second Lo- 40%
3. Probability of realizing the credit lir- 80%
The relative fair value of each component basethervaluation report was as follows:
1. The First Loar- $540 thousan
2. The Second Loan optic- $20 thousant
3. The credit line- $59 thousan:
4. The 234,814 ordinary shares issued to the |- $290 thousan
The First Loan was subsequently measured at aredrtiast on the basis of the effective interest owethver the loan period.
The Second Loan option and the credit line have beeorded in the Consolidated Financial StatemiarifSinancial expenses” during 2009.
The 234,814 ordinary shares were recorded as eagityrding to their fair market value at the time.

Direct transaction costs of $41 thousand were dembas deferred debt issuance costs in the Coasadidalance Sheet and were amortized over the Firs
Loan period.

In November 2010, InspireMD Ltd. was asked by MizrBefahot Bank to grant it a fixed lien in the ambof $300 thousand that would replace the $250
thousand of restricted cash since the actual cashrhte was higher than the cash amount maintam#ée Company’s bank account. The transaction was
effectuated in January 2011.

On July 20, 2011, Mizrahi Tefahot Bank approvedri#iease of a fixed lien in the amount of $300 #amd. Following the approval, $300 thousand of
restricted cash was classified to cash and cashaents.

In March 2012, following the complete repaymenttef loan, Mizrahi Tefahot Bank approved the releddbe floating lien.
NOTE 8 - RELATED PARTIES TRANSACTIONS
a. InJanuary 2009, InspireMD Ltd. signed a sub-leageement with a company controlled by the Commaslgareholders, for a period of 12.5 months

a monthly rent payment of $1 thousand. In 2010y¢ée period was extended for an additional yed, the rent payments increased by 10%. In 201:
rent period was extended for an additional yeaguph February 2012. The «lease agreement was not renew
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On May 6, 2008, InspireMD Ltd. entered into a cdt@iwcy agreement (the “2008 Consultancy Agreement’jnarketing services with a member of the
immediate family of the CEO. Pursuant to the 20@08sLiltancy Agreement, InspireMD Ltd. paid a fixeaity fee of $45 (154 NIS) in Israel and a fixed
daily fee of $400 when traveling abroad with respethe consulting services. On September 1, 26ffdctive April 1, 2011, the 2008 Consultancy
Agreement was terminated and InspireMD Ltd. entémémla new consultancy agreement (the “2011 Coascy Agreement”) pursuant to which the
consultant was retained to serve as the Compaigespresident of sales. Pursuant to the agreersieatwas paid a monthly consultancy fee of $12,500
from April 1, 2011 through June 30, 2011 and a rhigntonsultancy fee of $15,500 thereafter. On yI2012, effective August 1, 2012, the 2011
Consultancy Agreement was termainated and InspirékDentered into a new consultancy agreement‘@d#2 Consultancy Agreement”) pursuant to
which the consultant would be retained for sal@ises. Pursuant to the agreement, she would biteehtio a fixed fee of $625 (2,500 NIS) for each fu
working day and a bonus fee up to $10,000 (40,0®) Npon 100% achievement of set objectives. THeZ0onsultancy Agreement has a termination
date of September 30, 2012, but can be terminaitkdut cause by InspireMD Ltd. upon 7 days’ notiaed may be terminated with cause by InspireMD
Ltd. immediately, upon the occurrence of certaiargs, such as a breach of fiduciary duties owedgdCompany

During 2007, InspireMD Ltd received a loan of $#@usand from its controlling shareholders. Halfraf loan was paid during 2009, and the second half
was paid during 201:

On April 1, 2005, InspireMD Ltd. entered into emyateent agreements with the Company’s president lmaeCbmpany’s CEO (both are directors and
shareholders). Such employment agreements werecudastly amended on October 1, 2008 (in the catedfompany’s CEO) and March 28, 2011 (in
the case of both the president and the CEO). Porsoizhese employment agreements, as amended i 128, 2011, each officer was entitled to a
monthly gross salary of $15,367. Each officer wias antitled to certain social and fringe benediisset forth in the employment agreements, which
totaled 25% of their gross salary, as well as apaong car. Each officer was also entitled to a mimmbonus equivalent to three monthly gross salary
payments based on achievement of objectives andl lobairectors’ approval. If such officer's emptognt was terminated with or without cause, he was
entitled to at least six monf prior notice, and would have been paid his salad/all social and fringe benefits in full duringcbunotice period

On April 1, 2011, the employment agreements with@mpany’s president and CEO were terminatedl@@bmpany entered into consulting
agreements with the Company’s president and CE@ foonthly consultancy fee of $21,563 each.

At the request of the compensation committee, thmgany’s CEO and president agreed, effective &eobmber 1, 2011, to be treated as employees for
purposes of paying their salary and benefits, ratren as consultants under their consulting agee¢sn In addition, the Company’s CEO and president
agreed to formally terminate their consulting agreet upon the execution of an employment agreemigintthe Company on substantially the same
terms as their consultancy agreements. A new empay agreement, however, was never executed witarearty.

On June 1, 2012, the president of the Companymrredign connection with his resignation, effectiume 1, 2012, he remains on the Company’s board of
directors. In connection with the resignation, @@mpany and the president entered into a considtingement, pursuant to which, among other things,
the president agreed to provide the Company wittsaling services for a period of six months, teraing on November 30, 2012, in exchange for

payments by the Company of $20 thousand per month.
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During the second half of 2008, InspireMD Ltd. dssed the salaries for most of its employees dtleeteconomic slowdown. InspireMD Ltd. also
decreased the salaries of the former presidentten@EO. Their salaries were decreased 25%, aadditional 25% was accrued and recorded in
“Accounts payab-trade” The accrued amounts were fully paid as of Decerg@bhe2010

In September 2009, the 25% decrease in salariesiled above was cancelled.

InspireMD Ltd. entered into a license agreemenis® a unique stent design developed by an Amecizanpany owned by a former director of
InspireMD Ltd. “MGuard Prim”). See Note 9t

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

June 30 December 31
2012 2011 2010
($ in thousands)

Current liabilities:

Trade payabl $ - $ 2 3 3
Other accounts payak $ 45 $ 22 $ 121
Loans from shareholde $ - $ - $ 2C
Transactions with related partie
6 month period ende( Year ended December 3
June 30, 2012 2011 2010 2009
($ in thousands)
Expenses
Sharebased compensati $ 1,365 $ 8,21: $ 23€ $ -
Salaries and related expen $ 261 $ 147 $ 241 $ 152
Consulting fee: $ 10t $ 44 $ 22€ $ 194
Financial expense $ 1
Rent income $ 2 % (1€) $ (15) $ (13

NOTE 9 - COMMITMENTS AND CONTINGENT LIABILITIES

a.

Lease commitments

1) The Company is a party to two lease agreemenissffacilities, which expire in March 2014 aneédmber 2014. The Company has the option,
under both agreements, to extend the agreementsdadditional two year periods, for a total ofifyears eact

Rent expense included in the Consolidated Statenér®perations totaled approximately $167 fordixemonth period ended June 30, 2012, and
$119 thousand, $131 thousand and $126 thousanide€gears ended December 31, 2011, 2010 and 28€§%:atively.
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As of June 30, 2012, the aggregate future minimessé obligations for office rent under non-candelaperating lease agreements were as
follows:

($ in thousands)

Year Ended June 3

2013 $ 34t
2014 32
2015 122

$ 787

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

As of June 30, 2012, the aggregate future minimeesé obligations for motor vehicles under non-daidée operating lease agreements were as
follows:

($ in thousands)

Year Ended June 3

2013 $ 58
2014 46
2015 22

$ 12¢

b. License Agreement:
In March 2010, the Company entered into a new §ieeagreement to use MGuard Prime, a unique stsigrddeveloped by an American company
owned by a former director of InspireMD Ltd. Accord to the agreement, the licensor is entitlecetive 7% royalties for sales outside the U.S. and
inside the U.S. as follows: 7% royalties for thwstfis10 million of net sales and 10% royaltiesrfet sales exceeding the first $10 million. Royaltie

accrued for these sales are included in “Accouaygple and accruals -Other.” Royalties expensethéosix month period ended June 30, 2012 and the
year ended December 31, 2011 amounted to $136ghdwnd $39 thousand, respectively.

c. Liens and pledges

1) The Company’s obligations under the 2012 CoiterDebentures (Note 6) are secured by a firsirjpyi perfected security interest in all of the
assets and properties of the Company and InspiredD including the stock of InspireMD Ltd. and pieMD GmbH.

2) Asof June 30, 2012, the Company had fixed liensuarting to $37 thousand to Bank Mizrahi in conraetivith the Compar’s credit cards
d. Litigation:
The Company is a party to various claims arisintheordinary course of its operations in the aggte amount of $10 thousand. The Company has not

recorded an expense provision related to damagasmimection with these matters because manageaftatconsidering the views of its legal counsel as
well as other factors, is of the opinion that ssltssthe Company is neither probable nor in an athourange of loss that is estimable.
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In February 2011, representatives of a third padjcated that they intended to seek damages fren€bmpany in connection with certain finders’ fees
that they claim are owed to them. The claimantshaed was for approximately $1 million. The claingmost recent settlement demand, conveyed in
April 2011, was for a total of $250 thousand infcaad 250,000 shares of the Company common stacka®e, no lawsuit has been filed and the
Company has not accrued a provision in connectidim tis matter because the Company’s managemiet,cmnsidering the views of its legal counsel
as well as other factors, is of the opinion thktss to the Company is neither probable nor inraount or range of loss that is estimable.

In November 2010, a former senior employee subthételaim against the Company in the total amo@f#80 thousand and options to purchase
2,029,025 shares of the Company’s common stock ekarcise price of $0.001 per share in the Maggists Court in Tel Aviv, claiming unpaid back
wages and commissions. The fair value of thoseoptivas valued using the Black-Scholes valuatiodehat $2.5 million as of the period he claimed to
be entitled to the options. In June 2012, the gsutached a settlement agreement for a paym&g8ahousand by the Company to the plaintiff and
following the a mutual petition filed by the pagigon July 6, 2012 the Labor Court dismissed thienc As of June 30, 2012, a provision of $88 ttanb
was included in the Company’s Consolidated Findr&tiatements.

In November 2010, an alleged founder and formeallagvisor of the Company submitted a claim agatmstCompany for options to purchase 496,056
shares of the Company’s common stock at an exepdise of $0.001 per share in the Magistrate’s €ouTel Aviv. The fair value of those options was
estimated using the Black-Scholes valuation moti$la4 thousand as of the grant date. It was d@d@H and 2006 that the Company first became
aware of the events that gave rise to this litatiAlso, during this time, the Company had dismrsswith the plaintiffs on an informal basis. The
Company’s management, after considering the viehits &egal counsel as well as other factors, rdedra share-based compensation expense of $134
thousand in 2006, in respect of services allegpdiyided in 2005 and 2006.

In November 2010, a former legal advisor of the @any submitted in the Magistrate’s Court in Tel\Agiclaim against the Company in the total
amount of $53 thousand due to an alleged breaempfoyment promise. It was during 2005 and 2006tttrmCompany first became aware of the events
that gave rise to this litigation. Also during thisie, the Company had discussions with the plioti an informal basis. The Company’s management,
after considering the views of its legal counselvali as other factors, recorded a provision of $&Risand in 2006.

With respect to the two claims against the Comparymitted by an alleged founder and former legaisad of the Company in November 2010,
described above, following a mediation held in Zam2012, the parties reached the following setienagreement: (i) the plaintiff shall be the owokr
options to purchase 194,786 shares of common sioitie Company and withdraw their claim for the a@mng 301,272 options; and (ii) the Company
would withdraw its counterclaim against the pldfntn January 2012, the District Court in Tel Avipproved the settlement and a corresponding
judgment was given by the court. Following theleaient agreement, as of December 31, 2011, theswovin the amount of $53 thousand was reve

In February 2011, a service provider submittedaantiagainst the Company in the amount of $327 #odisn the Magistrate’s Court in Tel Aviv,

claiming a future success fee and commission feis&sce in finding the Company’s distributor ireBif. The Company’s management, after considering
the views of its legal counsel as well as othetdias recorded a provision of $327 thousand irfitiencial statements in the first quarter of 20Ifie

related expense has been recorded to “Generaldanihiatrative” within the Consolidated Statemerft©perations. On October 5, 2011, the Company
filed a counter claim against the plaintiff in tamount of $29 thousand.
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In August 2011, a former senior employee submtibeithe Regional Labor Court in Tel Aviv a claim aga the Company for (i) compensation of $118
thousand and (ii) a declaratory ruling that henitied to exercise 486,966 options to purchaseeshaf the Compang’common stock at an exercise p
of $0.001 per share. After consulting with its legdvisor, the Company is unable to assess theaptelwutcome of this claim.

In November 2011, a previous service provider eplreMD Ltd. submitted to the Magistrate Court il Aviv a claim against the Company, InspireMD
Ltd. and the Company’s President and the CompaD® for a declaratory ruling that it is entitleddonvert options to purchase 13,650 of InspireMD
Ltd.’s ordinary shares at an exercise price of $®&r share into options to purchase 110,785 slohtte Company’s common stock at an exercise price
of $0.45 per share, and to convert options to mgeh#,816 of InspireMD Ltd.’s ordinary shares aé=ercise price of $10 per share into options to
purchase 39,087 shares of the Company’s commok ata@n exercise price of $1.23 per share. On3y2012, the parties held a mediation which
resulted in a settlement agreement according talwthie Company paid $7 thousand plus value added ta the plaintiff and the plaintiff waived afl o
his claims to any options and agreed to the irrabtecdismissal of the above mentioned claim. Onusu§, 2012, the court approved the settlement and

dismissed the claim.

In December 2011, a statement of claim agains€Cimpany was submitted by an alleged finder of tbe@any, regarding 584,357 options to purc
the Companys shares. The Company filed its defense in this oasMarch 11, 2012. The Company and the plaiagifeed to refer the case to media
A second hearing in this case was set for Septe2®eR012. After consulting the views of its legalunsel as well as other factors, the Compa
unable to assess the probable outcome of this claim

In July 2012, a purported assignee of options épieMD Ltd. submitted a statement of claim agaihetCompany, InspireMD Ltd., and the Company’s
CEO and former President for a declaratory andreafoent order that it is entitled to options toghase 334,546 shares of the Compamgmmon stoc

at an exercise price of $0.19 per share. The Coynpeust file its defense to the abovementioned clayn$eptember 30, 2012. After consulting the views
of its legal counsel as well as other factors,Gbenpany is unable to assess the probable outcothésaflaim.

NOTE 10 — EQUITY (CAPITAL DEFICIENCY)

a.

Share capital

As of June 30, 2012, the Company has authorize@@8M00 shares of capital stock, par value $0.@@dkhare, of which 125,000,000 are shares of
common stock and 5,000,000 are shares of “blan&l¢heeferred stock.

On October 31, 2011, the stockholders approveadditgorization of the board of directors, in itsodétion, to amend the Amended and Restated
Certificate of Incorporation of the Company to effa reverse stock split of the Company’s commonksat a ratio of one-for-two to one-for-four, such

ratio to be determined by the board of directdne (Reverse Stock Split”), which approval will alldhe board of directors to effect the Reverse IStoc
Split any time prior to the Company’s annual megtif stockholders in 2012.

As of June 30, 2012, the Company had yet to effecReverse Stock Split.
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Share exchange and private placement agreements aslare issuanct

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

In connection with the Share Exchange, the Compdstyassumed all of InspireMD Ltd.’s obligationglaninspireMD Ltd.’s outstanding stock options.
Immediately prior to the Share Exchange, InspireM@ had outstanding stock options to purchasegamegate of 937,256 ordinary shares, which
outstanding options became options to purchasgaregate of 7,606,770 shares of common stock ofthmpany after giving effect to the Share
Exchange. In addition, three-year warrants to pasetup to 125,000 ordinary shares of InspireMD &tdn exercise price of $10 per share were assumec
by the Company and converted into warrants to @set,014,500 shares of the Company’s common ataok exercise price of $1.23 per share.

In connection with the closing of the Share Excleariige Company sold 6,454,002 shares of its constamk at a purchase price of $1.50 per share and
five-year warrants to purchase up to 3,226,999%shaf common stock at an exercise price of $1.8GIpare in a private placement to accredited irvest
(the “Private Placement”).

As part of the Private Placement, certain holdéth@2010 Convertible Debentures surrendered $8670f outstanding principal and interest due under
the 2010 Convertible Debentures in exchange forf@8tbshares of common stock and warrants to puecliasiggregate of 225,532 shares of common
stock. The number of shares of common stock ancawerissued in connection with the Debt Conversime included in the aggregate figures for the
Private Placement. As a result, the Company redeiggregate cash proceeds of $9,013,404 in thatBrRlacement.

In connection with the Share Exchange, the Compdstyentered into a stock escrow agreement withicestockholders, pursuant to which these
stockholders deposited 1,015,622 shares of comtesk keld by them and warrants to purchase 83256@6es of common stock into escrow. These
shares and warrants were to be released to the &oniipr cancellation or surrender to an entity gieated by the Company should the Company hav
million in consolidated revenue, as certified bg @ompany’s independent auditors, during the fitssonths following the closing of the Private
Placement, yet fail, after a good faith efforthtove the Company’s common stock approved for istin a national securities exchange. If the Company
failed to record at least $10 million in consolerevenue during the first 12 months following thesing of the Private Placement or have its commo
stock listed on a national securities exchangeiwit® months following the closing on the Privated@ment, these escrowed shares were to be released
back to the stockholders.

As it appeared unlikely that the Company woulds$atihe revenue threshold set forth above, on Nderi6, 2011, the Company’s board of directors
approved the release of the 1,015,622 shares ahoonstock and warrants to purchase 832,500 shhoesronon stock then held in escrow in order to
immediately increase the Company’s public float.

In connection with the Share Exchange, the Comjisued certain consultants five-year warrants tohmse up to an aggregate of 2,500,000 shares of

common stock at an exercise price of $1.50 peresinaczonsideration for consulting services relatethe Share Exchange, which warrants have a fair
value of $1.5 million. The expenses related toiskaance of the warrants are recorded as sharé-baesgensation and treated as issuance costs.
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In connection with the Private Placement, the Camgaid placement agent fees of approximately $860sand and issued five-year warrants to
purchase 373,740 shares of the Company’s commok at@n exercise price of $1.80 per share to fleement agent. The fair value of the warrants is
$212 thousand.

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

On April 18, 2011, the Company issued 666,667 shafé&s common stock and five-year warrants tachase 333,333 shares of the Company’s common
stock at an exercise price of $1.80 per sharearicaggregate purchase price of $1,000 thousardpiivate placement.

On April 18, 2011, the Company issued 283,334 shafés common stock and five-year term warraotsurchase 141,667 shares of the Company’s
common stock at an exercise price of $1.80 perestiar an aggregate purchase price of $425 thousardprivate placement.

In connection with the above-referenced transastfoom April 18, 2011, the Company paid placemeyera fees of approximately $471 thousand, which
were recorded as issuance costs, and five-yeantamants to purchase 57,000 shares of the Compamynon stock at an exercise price of $1.80 per
share to the placement agent. The fair value cfelvearrants, amounting to $67 thousand, is estinatimg the Black-Scholes valuation model.

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

Share-Based Compensatior

1. On March 28, 2011, the board of directors andistolders of the Company adopted and approvethtpreMD, Inc. 2011 UMBRELLA
Option Plan (the “Umbrella Plan”). Under the Umkad?lan, the Company reserved 9,468,100 sharde@odmpany’s common stock as
awards to the employees, consultants, and servicéders to the Company and its subsidiaries afilibéés worldwide. At a special meeting of
stockholders of the Company held on October 31126 stockholders approved an amendment to thierélla Plan to add an additional
5,531,900 shares of common stock for a total dd®,000 share:

The Umbrella Plan currently consists of three congmbs, the primary plan document that governsvedirds granted under the Umbrella Plan,
and two appendices: (i) Appendix A, designatedtierpurpose of grants of stock options and restlistock to Israeli employees, consultants,
officers and other service providers and other ddb- employees, consultants, and service provideis (i) Appendix B, which is the 2011 US
Equity Incentive Plan, designated for the purpdsgrants of stock options and restricted stock awao U.S. employees, consultants, and
service providers who are subject to the U.S. iretem.

The Umbrella Plan is administered by the compeosaommittee of the board of directors. Unless teated earlier by the board of directors,
the Umbrella Plan will expire on March 27, 2021.

U.S. federal income tax consequences relatingedrémsactions described under the Umbrella Plasetrforth in Section 409A of the Internal
Revenue Code of 1986, as amended (the “Code”)raadury regulations in 2004 to regulate all typedederred compensation. If the
requirements of Section 409A of the Code are nitfsed, deferred compensation and earnings thenglbbbe subject to tax as it vests, plus an
interest charge at the underpayment rate plus Wa&90% penalty tax. Certain stock options andagetypes of restricted stock are subject to
Section 409A of the Code.
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Pursuant to the current Section 102 of the Ordieawhich came into effect on January 1, 2003, ogtimay be granted through a trustee (i.e.,
Approved 102 Options) or not through a trustee, (Uaapproved 102 Options).

On July 11, 2011, the board of directors of @wenpany appointed Mr. Sol J. Barer as a new dirdtBirector A”), with a term expiring at t
Companys 2012 annual meeting of stockholders. In conneatiith his appointment, Director A was granted @tian to purchase 1,000,C
shares of the Company’s common stock at an exemise of $1.50 per share (the “$1.50 OptioriThe $1.50 Option was exerciss
immediately until September 30, 2011. In calculgtihe fair value of the $1.50 Option, the Compasagdiuthe following assumptions: divide
yield of 0% and expected term of 0.11 years; exggkeblatility of 53%; and ris-free interest rate of 0.17¢

In addition, in connection with his appointmentrétor A was granted an option to purchase 500sB@@es of common stock at an exercise
price of $2.50 per share, the closing price ofdts®@mon stock on the date of grant (the “$2.50 @gjicsubject to the terms and conditions of
the 2011 US Equity Incentive Plan under the UmhrBlan. The $2.50 Option vests and becomes exbleisathree equal annual installments
beginning on the one-year anniversary of the daggant, provided that in the event that Directois/either (i) not reelected as a director at the
Company’s 2012 annual meeting of stockholdersijjongt nominated for reelection as a directorret €Company’s 2012 annual meeting of
stockholders, the option vests and becomes exbleisa the date Director A fails to be reelecteda@minated. The $2.50 Option has a term of
10 years from the date of grant. In calculatingftievalue of the $2.50 Option, the Company u$edfollowing assumptions: dividend yield of
0% and expected term of 5.5-6 years; expectedilitylaif 62%-63%; and risk-free interest rate 067%-1.85%.

The fair value of the options granted to Directoruaing the Black-Scholes option pricing model, wpproximately $1.7 million.

On September 28, 2011, Director A exercised thB@Option to purchase 1,000,000 shares of comnumk stesulting in gross proceeds to the
Company of $1,500 thousand.

On November 16, 2011, the Company’s board of dirscapproved the appointment of Director A as th&renan of the board of directors. In
connection with his appointment as chairman ofiberd of directors, the Company issued Director, 902,000 shares of common stock and an
option to purchase 2,900,000 shares of common stbak exercise price of $1.95 per share, therdgsiice of the common stock on the dat
grant. The fair value of the granted shares is@pprately $5.7 million and was recorded as an egpen the Consolidated Financial Statem
ended December 31, 2011. In calculating the fdirevaf these options, the Company used the follgveissumptions: dividend yield of 0% and
expected term of 5.5 years; expected volatilith 6%; and risk-free interest rate of 1.07%. Thioog have terms of 10 years from the date of
grant, and the vesting terms are as follows: trarlvests and become exercisable in twenty fouakmonthly installments, tranches B and C
vest and become exercisable upon meeting certaiorpence conditions. The fair value of the optiamsing the Black-Scholes option-pricing
model was approximately $3.1 million.
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On June 18, 2012, the Company’s board of dire@ppoved the extension of the date by which thelitions to the vesting of tranches B and
C must occur. As of this date the performance dardof tranche B was deemed probable and the pedioce condition of tranche C was
deemed not probable. The Company continues todegense related to tranche B, in accordancethétifiair value that was caculated at the
grant date. Tranche C was treated as a new graththa Company calculated the fair value of the geamt on the date of the extension using
the following assumptions: dividend yield of 0% amgected term of 5 years; expected volatility & and risk-free interest rate of 0.69%.
The fair value using the Black-Scholes option-migcmodel was approximately $192 thousand.

On August 5, 2011 and effective August 8, 2@k ,Board appointed another two new directors (éEtor B” and “Director C”). Director B

was appointed for a term expiring at the Compa@9s2 annual meeting of stockholders and DirecteraS appointed for a term expiring at the
Company’s 2013 annual meeting of stockholder. imeation with their appointment, the directors weaeh granted an option to purchase
shares of common stock at an exercise price 0B5%1e® share, the closing price of the common stocthe date of grant (the “$1.95 Options”).
The grant to Director B was for 100,000 sharesiamsbject to the terms and conditions of the 2081Equity Incentive Plar

The grant to Director C was for 25,000 shares arsibject to the 2006 Employee Stock Option Plaubaplan of the Company’s 2011
Umbrella Option Plan. The $1.95 Options vests ambne exercisable in two equal annual installmeegsnning on the one-year anniversary
of the date of grant. In the case of Director Biian, in the event that Director B is either (§tmeelected as a director at the Company’s 2012
annual meeting of stockholders, or (ii) not noménkfor reelection as a director at the Company®22dnhnual meeting of stockholders, the
option vests and becomes exercisable on the d&eexdtor B’s failure to be reelected or nominatedthe case of Director C's option, in the
event that Director C is required to resign from tioard due to medical reasons, the option vest®e@rtomes exercisable on the date of Dire
C'’s resignation for medical reasons. The $1.95d@gthave terms of 10 years from the date of grant.

In calculating the fair value of the $1.95 Optiotiee Company used the following assumptions: divitigield of 0% and expected term of 3-4
years; expected volatility of 67%-70%; and riskefieterest rate of 0.45%-0.78%.

The fair value of the options granted to the abmestioned new directors, using the Black-Scholé®ogpricing model, is approximately $118
thousand.

On August 5, 2011, options to purchase 324,64des of common stock were granted to former dirsct a cash exercise price of $1.23 per
share replacing options to purchase 324,644 sb&@smmon stock held by former directors that esghiduring the second quarter of 2011. The
options had terms of five years. In calculating flievalue of the options, the Company used thieviong assumptions: dividend yield of 0%
and expected term of 3.5 years; expected volatfit§9%; and ris-free interest rate of 0.62¢

The fair value of the options granted to the foruhieectors, using the Black-Scholes option-priaingdel, is approximately $424,000.
During 2011, the Company entered into investtations consulting agreements with investor refeticompanies to provide investor relations

services. Pursuant to the consulting agreemenéaldition to monthly fees in a range of $3,00016,$00, the Company issued to the investor
relations companie:
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« aone-year warrant to purchase 81,161 shares ahoonstock of the Company at an exercise price &3fer share, valued at $21
thousand

« 50,000 restricted shares of the Company’s commmksvalued at $62 thousand, and a five-year wateapurchase 50,000 shares of
common stock of the Company at an exercise prid &0 per share, valued at $30 thousand.

. 25,000 shares of the Company’s common stock, vau&68.75 thousand.

The Company recorded share-based compensationsegen$181.75 thousand related to these issuances.

On January 30, 2012, the Company appointed adivewtor (“Director D”) to its board of directorsh connection with his appointment, the
Company issued Director D an option to purchaseD@shares of its common stock, which will vest-tinird annually in 2013, 2014 and
2015 on the anniversary of the date of grant, pledithat if he is (i) not reelected as a directanas 2014 annual meeting of stockholders, o1
not nominated for reelection as a director at dirl2annual meeting of stockholders, the optionsvastl becomes exercisable on the date of
such failure to be reelected or nomina

In calculating the fair value of these options, @@mpany used the following assumptions: divideiettyof 0% and expected term of 5.5-6.5
years; expected volatility of 58-60%; and risk-freterest rate of 1.01-1.26%. The options have $esfril0 years from the date of grant, and the
fair value of the options, using the Black-Schalpton-pricing model, was approximately $106,000.

On June 18, 2012 the Company'’s board of diredssued Directors A, B, C and D options to puret,000 shares of common stock at an
exercise price of $0.79 per share, the closingepfche common stock on the date of grant. Inutating the fair value of these options, the
Company used the following assumptions: dividereddyof 0% and expected term of 5.5-6.5 years; exegledolatility of 65%-66%; and risk-
free interest rate of 0.78%-0.97%. The options haxms of 10 years from the date of grant, and imecexercisable in three equal annual
installments. The fair value of the options, usimg Blacl-Scholes optio-pricing model, was approximately $23 thousand e

As of June 30, 2012, the Company had reserved B83Dbrdinary shares for issuance under the plarescribed above. The following te
summarizes information about warrants and shaiergpto employees
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6 month period ended

Year Ended December 31,

June 30, 2017 2011 2010 2009
Number Number Number
of of Weighted of Weighted Weighted
warrants Weighted warrants average warrants average Number of average
and average and exercise and exercise warrants exercise
options exercise price options price options price and options price
Outstandin¢- beginning of perior 8,071,022 $ 1.4 3,502,099 $ 0.6¢ 2,057,431 $ 0.6% 2,447,161 $ 058
Granted* 1,335,001 0.8¢ 6,292,411 1.92 1,785,54. 0.62 227,25: 0.7¢
Forfeited (121,68 1.5¢ (723,48 1.6€ (340,87¢) 0.6& (158,269 0.8¢
Exercised - - (1,000,001) 1.5 - - (458,72) -
Outstanding -end of period 9,284,33 1.3 8,071,022 $ 1.4 350209 $ 0.6¢ 2,057,430 $ 0.6%
Exercisable at the end of the period 3,616,43. $ 0.8¢ 2,868,46. $ 0.71 2,204531 $ 0.74 1,034,12' $ 0.3

* Including 40,000 and 1,450,000 options with pemiance conditions in the period ended June 30, 208i2he year ended December 31, 2011,

respectively. See Note 2m.

The following table summarizes information aboutnaats and share options to non-employees:

6 month period ended

Year Ended December 31

June 30, 2017 2011 2010 2009
Number Number Number
of of of Weighted Weighted
warrants Weighted warrants Weighted warrants average Number of average
and average and average and exercise warrants exercise
options exercise price options exercise price options price and options price
Outstanding- beginning of perio 8,402,022 $ 0.9¢ 4,697,600 $ 0.3¢ 3,739,900 $ 0.2 3,382,14; $ 0.1
Granted* 531,44¢ 1.24 3,963,32: 1.4¢ 1,079,441 1.21 357,76¢ 1.07
Forfeited (437,701 0.5¢ (258,90 0.62 (121,74 - - -
Exercised - - - - - - - -
Outstanding - end of period 8,49576. $ 0.95 8,402,02. $ 0.9¢ 4,697,600 $ 0.3¢ 3,739,90i $ 0.2
Exercisable at the end of the period 8,226,84 $ 0.94 8,199,85 $ 0.9€ 463558 < $ 0.4 3,439,994 3% 0.12

* Including 77,915 and 97,394 options with performo@ conditions in the period ended June 30, 20#iZ2tenyear ended December 31, 2011,

respectively. See Note 2m.
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The following table provides additional informatiabout all warrants and options outstanding andcisable:

Outstanding as of June 30, 201

Weighted
average
Warrants and remaining Warrants
Exercise options contractual and options
price outstanding life (years) exercisable
0-0.001 3,906,13 4.7z 3,703,23
0.18: 205,01: 3.41 205,01:
0.18¢ 334,54! BNE 334,54!
0.7 505,00( 9.92
0.7¢ 390,00( 9.97
0.8 300,00( 9.¢
0.9¢ 584,35 5.7¢ 584,35
1.2¢ 3,450,321 4.5¢ 2,950,72
1kt 3,139,23. 3.7¢ 2,719,35
1.72¢ 14,60¢ 6.5 14,60¢
1.7¢ 81,16 3.92 27,05«
1.€ 752,71 4.2 752,71
1.9 215,00( 3.94 66,66¢
1.9t 3,347,001 9.3¢ 483,33:
2.0C 40,00( 4.1¢
2.1 10,00( 9.t
2.t 500,00t 9.04
2.€ 5,00( 3.9¢ 1,667
17,780,09 5.8E 11,843,27.

The weighted average of the remaining contractfeabf total vested and exercisable warrants arttbop as of June 30, 2012 is 4.46 years.
The aggregate intrinsic value of the total exeldisavarrants and options as of June 30, 2012 #&®4housand.

The total intrinsic value of options exercised 860 thousand for the year ended December 31, 204 bptions were exercised during the six month
period ended June 30, 2012, and the years endezhibec 31, 2010 and December 31, 2009.

The weighted average fair value of warrants anéoptgranted was approximately $0.59 for the sixtngeriod ended June 30, 2012, and $0.89, $0.82
and $0.96 for the years ended December 31, 201D, &d 2009, respectively. The weighted average/édiie of warrants and options granted was
estimated using the Black-Scholes option-pricingleio
9. The following table sets forth the assumptidrat tvere used in determining the fair value ofmpdigranted to employees for the six month
period ended June 30, 2012, as well as the yedesldDecember 31, 2011, 2010 and 2(
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6 months endec Year ended December 3
June 30, 2012 2011 2010 2009
Expected life 5.5-6.5 year 0.17-6.5 year 5.2E-6 year: 5.54-6 year:
Risk-free interest rate 0.7%1.2% 0.03%-2.7<% 1.7%-2.6%% 1.7%2.4%
Volatility 58%-66% 55%-7% 79%-80% 75%-7%%
Dividend yield 0% 0% 0% 0%

The following table sets forth the assumptions thate used in determining the fair value of warsartd options granted to non-employees for the six
month period ended June 30, 2012, as well as e ynded December 31, 2011, 2010 and 2009:

6 month period ende Year ended December 3
June 30, 2012 2011 2010 2009
Expected life 2-10 year 1-10 year 9.7-10 year 9-10 year
Risk-free interest rate 0.3%-1.47% 1.02%-3.3%% 2.65%-3.01% 3.4%-3.5%
Volatility 47%-65% 53%-62% 87% 86%-91%
0% 0% 0% 0%

Dividend yield

The Company does not have sufficient historicat&ge data to provide a reasonable basis upon whiektimate expected term. Accordingly, as to
plain vanilla options granted, the expected terrs determined using the simplified method, whictetainto consideration the option’s contractual life
and the vesting periods (for non-employees, theebga term is equal to the option’s contractual lif

The Company estimates its forfeiture rate baseitsa@mployment termination history, and will continto evaluate the adequacy of the forfeiture rate
based on analysis of employee turnover behavioo#imet factors (for non-employees the forfeiturte iia nil). The annual risk-free rates are basethen
yield rates of zero coupon non-index linked U.S1d¥al Reserve treasury bonds as both the exenétsegnd the share price are in dollar terms. The
Company’s expected volatility is derived from arfdled volatility, based on its historical data amat of a peer group of public companies.

10. As of June 30, 2012, the total unrecognizedpesamsation cost on employee and non-employee sfithng, related to unvested stock-based
compensation, amounted to approximately $2,745s4wedl This cost is expected to be recognized owaighted-average period of
approximately 1.96 years. This expected cost doemnlude the impact of any future strbased compensation awar

The following table summarizes the allocation datshare-based compensation expense in the Cdataali Statements of Operations:
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6 months ende: Year ended December 3
June 30, 2012 2011 2010 2009
($ in thousands)

Revenue $ 68 $ - $ - $ =
Cost of revenue 35 35C 16C 49
Research and developm 20€ 267 53€ 35€
Sales and marketir 181 431 55 92
General and administrative 1,45¢ 8,54 86¢ 65

$ 1,94 $ 9,59( $ 1,62( $ 562

The Company recorded $62 thousand of share-basepersation as part of Property, Plant and Equipinethie year ended December 31, 2011

d. Acquisition and cancellation of shares

Following a settlement agreement signed on Jug@Hl, the Company issued 18,785 shares of commok.sthe Company issued a stock certificate in
the name of the plaintiff for such shares for tlenPany to hold in trust pending consummation ofsiélement terms under the settlement agreement.
On June 10, 2012, both parties agreed to amergktliement agreement to provide that the Companydyeay $24 thousand rather than issue the sl
Whereas the shares were never released to théiffil@nd both parties agreed to cancel the shargficate evidencing the shares, the Company dbzut
the shares and recorded $21 thousand as a dedfrotioequity. The difference was recorded as “Gehand administrative” based on the cash amount

paid net of the fair value of the cancelled shaesf the cancellation date.

e. On April 5, 2012, the Company issued the 2012 Cdible Debenture and 2012 Warrants to purchaseygregate of 3,343,465 shares of its common
stock at an exercise price of $1.80 per sharepirvate placement transaction. See Not

NOTE 11 - TAXES ON INCOME
a. Tax laws applicable to the Company and its subsidiaes
Taxation in the United States
InspireMD, Inc. is taxed under U.S. tax laws.
Taxation in Israel
InspireMD Ltd. is taxed under the Israeli IncomeTrdinance.

On December 6, 2011, the "Tax Burden Distributi@wl_ Legislation Amendment (2011) was publishechim ©fficial Gazette. Under this law, the
previously approved gradual decrease in the cotptaa rate was cancelled. The Corporate tax rdténarease to 25% beginning 2012.

Taxation in Germany

InspireMD GmbH is taxed according to the tax law&iermany. Accordingly, the applicable tax rates@rporate tax rate of 15.825% and trade ta:
of 12.075%.
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Tax benefits under the Law for the Encouragement o€apital Investments, 1959 (the "Law"):

InspireMD Ltd. has been granted a “Beneficiangefprises” status under the Investment Law incigdhmendment No. 60 thereof, which became
effective in April 2005

The tax benefits derived from any such Beneficlanyerprise relate only to taxable profits attritliésto the specific program of investment to whicé
status was granted.

The main benefit, to which InspireMD Ltd. is erddl, conditional upon the fulfilling of certain catidns stipulated by the above law, is a two-year
exemption and five to eight years of reduced tée 0d 10% to 25% from tax on income derived fromitiproduction facilities in Israel. The tax bemefi
period is twelve years from the years of implemgorta

The tax-exempt income attributable to the “BenafigiEnterprises” can be distributed to shareholdéttsout imposing tax liability on the Company only
upon the complete liquidation of the Company. k& é¢lvent of a distribution of such tax-exempt incase cash dividend in a manner other than in the
complete liquidation of the Company, the Company lvé required to pay tax at the rate of 10% to 2&§%he amount distributed. In addition, these
dividends will be subject to 15% withholding tax.

Should InspireMD Ltd. derive income from sourcesentthan the “Beneficiary Enterprises” during tlegipd of benefits, such income shall be taxable at
the regular corporate tax rate.

Conditions for entitlement to the bene:

The entitlement to the above benefits is conditiapan InspireMD Ltd. fulfilling the conditions stillated by the law, regulations published thereunde
and the instruments of approval for the specifiestments in approved assets. In the event ofréaitucomply with these conditions, the benefity fna
cancelled InspireMD Ltd. may be required to reftimel amount of the benefits, in whole or in parthvithe addition of interest.

Amendment of the Law for the Encouragement of Géyhitvestments, 19!

The Israeli Law for Encouragement of Capital Inwests, 1959 was amended as part of the EconomiicyR@lw for the years 2011-2012, which was
passed in the Knesset (the Israeli parliament) ecehber 29, 2010. The amendment became effectivbJasuary 1, 2011.

The amendment set alternative benefit tracks t@ttes then in place, as follows: (i) an investnggants track designed for enterprises located tiomal
development zone A and (ii) two new tax benefisks (for preferred enterprises and for specidkbpred enterprises), which provide for applicatadra
unified tax rate to all preferred income of the gamy, as defined in the amendment.

The tax rates at company level, under the law, @er®llows:

Development Other Areas in
Years Zone A Israel
“Preferred enterpri”
20112012 10% 15%
20132014 7% 12.5%
2015 and thereaftt 6% 12%
“Special Preferred Enterpr’ commencing 201 5% 8%

The benefits granted to the preferred enterprise W be unlimited in time, unlike the benefitaged to special preferred enterprises, which webe
limited for a period of 10 years. The benefits wierée granted to companies that qualified undégré set in the amendment; for the most parts¢ho
criteria were similar to the criteria that were isethe law prior to its amendment.

Under the transitional provisions of the amendmantisraeli company was allowed to continue to eiije tax benefits available under the law prior to
its amendment until the end of the period of beseéis defined in the law. The company was alloteesbt the “year of election” no later than taxryea
2012, provided that the minimum qualifying investrheommenced not later than the end of 2010. Oh pear during the period of benefits, the
company would have been able to opt for applicatiothe amendment, thereby making available tdfitee tax rates above. Company’s opting for
application of the amendment was irrecoverable.

Carry forward tax losses

As of June 30, 2012, InspireMD Ltd. had a net céoryard tax loss of approximately $18 million. Wardsraeli tax laws, the carry forward tax lossas c
be utilized indefinitely. InspireMD, Inc. had a retrry forward tax loss of approximately $10 mitlidJnder U.S. tax laws, InspireMD, Inc.’s tax losse
can be utilized two years back and twenty yeansdod. InspireMD, Inc.'s carry forward tax lossed tvegin to expire on June 30, 2031.

Tax assessment

The Company and its subsidiaries have not beesssddor tax purposes since incorporation.

Loss before income taxe

The components of loss before income taxes arellasvt:
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6 month period endec Year ended December 3.
June 30, 201: 2011 2010 2009
($ in thousands)

Profit (loss) before taxes on incon

InspireMD, Inc. $ (2,226 $ (7,029 $ -8 -
InspireMD Ltd. (4,814 (7,636 (3,115 (2,629
InspireMD GmbH (9) 2 (25¢€) (53)

$ (7,049 $ (14,669 $ (3,379 $ (2,67))

Current taxes on income

Tax expenses in the amount of $32 thousand fositheonth period ended June 30, 2012, and $2,i$girsand and $47 thousand thousand for the years
ended December 31, 2011, 2010 and 2009, respggtarel related to non-U.S. operations.

Following is a reconciliation of the theoreticak xpense, assuming all income were taxed at thdaetax rates applicable to the Company in tH#. U.
(see c above), and the actual tax expense:

6 month period endec Year ended December 3.
June 30, 201: 2011 2010 2009
($ in thousands)

Loss before taxes on income, as reported in thersents of

operations $ 7,04¢ $ 14,66: $ 337 $ 2,67
Theoretical tax benef (2,397 (4,985 (1,147 (910
Increase in tax benefit resulting from permaneifteinces 863 601 431 92

Increase (decrease) in taxes on income resulting the
computation of deferred taxes at a rate whichffemint

from the theoretical rat (11€) 62 24
Increase (decrease) in uncertain tax posit- net (60) 30 30
Decrease in theoretical tax benefit resulting frsarbsidiaries

different tax rate 434 1,38t 304 214
Change in corporate tax rates, see c al (545 - 481
Change in valuation allowance 1,132 3,722 367 11€

$ 32 $ 2 3 47 3 47

As of June 30, 2012, as well as December 31, 22010 and 2009, the Company determined that it ware tikely than not that the benefit of the
operating losses would not be realized and consglyuenanagement concluded that full valuationwalaces should be established regarding the
Company’s deferred tax assets.
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The changes in the valuation allowance for thersixth period ended June 30, 2012 and years endeghiber 31, 2011 and 2010 were as follows:

6 month period

ended Year ended December 3
June 30, 2017 2011 2010 2009
($ in thousands)
Balance at the beginning of the y: $ 6,91¢ $ 3,19¢ $ 2,82¢ % 2,71z
Changes during the year 1,132 3,722 367 11€
Balance at the end of the year $ 8,05( $ 6,91¢ $ 3,19¢ $ 2,82¢

Accounting for Uncertain Tax position

Following is a reconciliation of the total amounfshe Company’s unrecognized tax benefits durirggix month period ended June 30, 2012, as well as
the years ended December 31, 2011 and 2010:

6 month
period ended Year ended December 3.
June 30, 2017 2011 2010 2009
($ in thousands)

Balance at beginning of peric $ - % 60 $ 30 $ 0
Increase in unrecognized tax benefits as a reftdixgositions takel
during the yea 30 30
Decrease in unrecognized tax benefits as a rektak gositions take
during a prior year (60)
Balance at end of period $ - $ - $ 60 $ 30

All of the above amounts of unrecognized tax besefould affect the effective tax rate if recoguize

A summary of open tax years by major jurisdictispiesented below:

Jurisdiction Years
U.S. 200¢-2011
Israel 200¢-2011
Germany 200¢-2011

The Company and its subsidiaries applied for a gbanfi fiscal year for its tax filings to end in &80, 2012 in the different territories.
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g. Deferred income tax:

6 month period endec Year ended December 3
June 30, 201: 2011 2010
($ in thousands)
Shor-term:
Allowance for doubtful accoun $ 54 $ 37 $ 36
Provision for vacation and recreation pay 70 69 38
124 10€ 74
Long-term:
R&D expense: 74€ 522 531
Convertible debentut (1,25))
Non cash issuance co: 89
Shar-based compensatic 692 27¢€
Carry forward tax losse 7,631 6,00( 2,58
Accrued severance pay, net 18 14 9
7,92¢ 6,812 3,122
Less-valuation allowance (8,050 (6,918 (3,196
$ - $ - $ -
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NOTE 12 - SUPPLEMENTARY FINANCIAL STATEMENT INFORMA TION

Balance sheets:

a. Accounts receivable:
December 31
June 30, 201: 2011 2010
($ in thousands)
1) Trade:
Open account $ 2,03¢ $ 2,42¢ $ 99¢
Allowance for doubtful accounts (215) (142) (146)
$ 182¢ $ 2,28 $ 852
2) Other:
Due from government institutior $ 124 % 68 $ 56
Advance payments to supplie 11¢& 32
Fund in respect of employee right upon retiren 8
Miscellaneous 22 18 11
$ 264 $ 11€  $ 75
The changes in “Allowance for doubtful accountstidg the six month period ended June 30, 2012 hag¢ars ended December 31, 2011 and 2010 are
as follows:
6 month period
ended Year ended December 3.
June 30, 201: 2011 2010 2009
($ in thousands)
Balance at beginning of peric $ 14z $ 14¢ $ 6 $ 6
Additions during the perio 78 14C
Exchange rate differences (5) (4
Balance at end of period $ 21t $ 142 $ 14€ $ 6
b. Inventories:
December 31
June 30, 201: 2011 2010
($ in thousands)
Finished good $ 47¢  $ 741 $ 957
Work in proces: 1,11¢ 1,04« 57¢
Raw materials and supplies 15C 27€ 174
$ 1,74  $ 2,061 $ 1,704
As of June 30, 2012, the Company recorded a paviir slow moving inventory in the amount of $4%8usand.
c. Inventory on consignment

The changes in inventory on consignment duringstkenonths ended June 30, 2012, as well as the yealed December 31, 2011 and 2010, are as

follows:
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6 month period

ended Year ended December 31
June 30, 2017 2011 2010 2009
($ in thousands)
Balance at beginning of peric $ 11C $ 371 % 1,09 $ 1,42:
Costs of revenues deferred during the pe 20 11C 32¢ 421
Costs of revenues recognized during the period (67) (371) (1,04¢) (752)
Balance at end of period $ 63 $ 11C $ 371 $ 1,09:

As of June 30, 2012, December 31, 2011 and 20¥@ntory on consignment included an amount of $68$and, $110 thousand and $371 thousand,
respectively, related to products sales for whiaidpct returns could not be reliably estimatedhwlite remainder relating to products sales for tvhic
returns were reliably estimated.

Accounts payable and accrua-other:

December 31

June 30, 201: 2011 2010
($ in thousands)

Employees and employee institutions $ 43¢ $ 37¢ % 37t
Accrued vacation and recreation pay 272 271 147
Accrued clinical trials expenses 607 124 35
Provision for sales commissions 194 21z 36
Accrued expenses 1,197 93C 561
Due to government institutions 22 3 10C
Liability for employees rights upon retirement 7
Provision for returns 13¢ 231 15C
Taxes payable 56 69 98

$ 2,92 $ 2217 $ 1,50¢

Deferred revenues
The changes in deferred revenues during the sixhmmeriod ending June 30, 2012, and the years ebdedmber 31, 2011 and 2010 are as follows:

6 month period

ended Year ended December 3.
June 30, 2017 2011 2010 2009
($ in thousands)
Balance at beginning of peric $ - % 39€ $ 197t $ 2,48:
Revenue deferred during the per 25 32C 61€
Revenue recognized during the per (15) (39¢) (1,897 (1,127)
Balance at end of peric $ 10 % - 8 3% $ 197¢

F- 44




INSPIREMD, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Statements of Operation:
f.  Financial expenses (income), ne

6 month period

ended Year ended December 3.
June 30, 201: 2011 2010 2009
($ in thousands)

Bank commission $ 30 $ 62 $ 83 $ 18
Interest income 9) (3€) @ @
Exchange rate differenc (40) 177 33 3C
Interest expense (including debt issuance costs) 1,232 73C 10& 221
Change in fair value of warrants and embedded dtvizs (1,329
Redemption of beneficial conversion feature of @atille loan (30¢)

$ (109 $ 934 $ 154 $ (40)
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NOTE 13 - ENTITY WIDE DISCLOSURES
The Company operates in one operating segment.
Disaggregated financial data is provided belowodews:

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

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

6 month period endet Year ended December 3.
June 30, 2012 2011 2010 2009
(% in thousands)

Russia $ 45z $ 36C $ 12 $ 203
Germany 28t 29¢ 507 191
India 12C 1,08: - -
Israel 60 73C 11¢ -
Italy 17¢ 313 39C 66€
Cyprus 10 60 7 337
Pakistar - 5 19:¢ A77
Poland 14C 26¢ 1,44¢ -
Other 82E 2,88 2,27¢ 1,53t

$ 2,071 $ 6,00 $ 4,94¢ $ 3,411

By principal customers:

6 month period ende Year ended December 3.
June 30, 201. 2011 2010 2009
Customer A 22% 6% -% 6%
Customer E 14% 5% 1% 6%
Customer C 6% 1&8% -% -%
Customer C 3% 12% 2% -%
Customer E 9% 5% 8% 20%
Customer F -% 1% -% 10%
Customer C -% -% 4% 14%
Customer + 7% 4% 2% -%

All tangible long lived assets are located in I&r
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NOTE 14 — TRANSITION PERIOD COMPARATIVE DATA

Six month period ended June 3C
2011
2012 (unaudited)

($ in thousands)

Operating Data:

Revenue: $ 2,071 % 2,72¢
Cost of revenues 1,377 1,53¢
Gross Profit 694 1,187
Operating expense

Research and developme 2,607 1,09:

Selling and marketin 1,24¢ 1,04t

General and administrative (including $1,454 anél 89share-based compensation for the six montioger

ended June 30, 2012 and 2011, respectively) 3,99¢ 2,391

Total operating expenses 7,852 4,52¢
Loss from operation (7,158 (3,349
Financial expenses (income), net (109 787
Loss before income tax: (7,049 (4,129
Tax expenses 32 20
Net loss $ (7,08) $ (4,149
Net loss per share - basic and diluted $ 010 $ (0.07)
Weighted average number of ordinary shares usednrputing net loss per she- basic and dilute 68,176,88 57,312,94
Cash Flow Data:
Net cash used by operating activit $ (4,369 $ (1,78¢)
Net cash used by investing activit (200) (144)
Net cash provided by financing activiti 9,75: 9,35¢
Effect of exchange rate changes on cash and cashaénts 8
Net increase in cash and cash equival $ 519C $ 7,43¢

NOTE 15 - SUBSEQUENT EVENTS:

On August 20, 2012, the Company announced thatlg-cemter randomized trial of its MGuard™ embagpiotection stent demonstrated a positive outcome in
treating patients suffering heart attacks when @meghto commercially-approved bare metal or drugied stents.

On August 1, 2012, the Company’s board of direcigssed a consultant options with certain perforreaconditions to purchase 200,000 shares of common
stock at an exercise price of $1.18 per sharegltdsng price of the common stock on the date afhgr

On August 27, 2012, the Company’s board of direcissued a member of the immediate family of th@©Q@iptions to purchase 243,483 shares of common
stock at an exercise price of $1.45 per sharegltdsing price of the common stock on the date afhgr
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On August 27, 2012, the Company's board of direcpproved the extension of 121,740 options preslyogranted to a member of the immediate family of
the CEO. Following the extension, the options carxercised until September 30, 2014.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 13. Other Expenses of Issuance and Distributio
The following table provides information regardithg various actual and anticipated expenses (ttlerunderwriters’ discounts) payable by us in emtion
with the issuance and distribution of the commarlsbeing registered hereby. All amounts showreatinates except the Securities and Exchange Ciomis
registration fee, FINRA filing fee and NASDAQ iratilisting fee.
5,271.6C

7,400.0C
50,000.0C
*

SEC registration fe

FINRA filing fee

NASDAQ initial listing fee

Legal fees and expens

Accounting fees and expens

Printing and engraving expens

Transfer agent and registrar fees and expe
Miscellaneous Fees and Expenses

Total

* * k¥

Rl AR HBH

* To be completed by amendment.
Item 14. Indemnification of Directors and Officers.

Section 145 of the General Corporation Law of tteteSof Delaware provides, in general, that a c@fpan incorporated under the laws of the StatBelaware,
as we are, may indemnify any person who was op&rty or is threatened to be made a party to largatened, pending or completed action, suit ocgeding (other than
a derivative action by or in the right of the camtion) by reason of the fact that such persom i8as a director, officer, employee or agent ofdbeporation, or is or was
serving at the request of the corporation as auireofficer, employee or agent of another enieggragainst expenses (including attorneys’ fgedgments, fines and
amounts paid in settlement actually and reasoriablyred by such person in connection with sucfoacsuit or proceeding if such person acted indgfaith and in a
manner such person reasonably believed to berotaspposed to the best interests of the corporatiam, with respect to any criminal action or pestiag, had no
reasonable cause to believe such pessoahduct was unlawful. In the case of a derieasigtion, a Delaware corporation may indemnify sungh person against expen
(including attorneys’ fees) actually and reasonattyirred by such person in connection with theedsé or settlement of such action or suit if suefs@n acted in good
faith and in a manner such person reasonably keeliey be in or not opposed to the best interestiseoforporation, except that no indemnificatiofl i@ made in respect
of any claim, issue or matter as to which suchqrewsill have been adjudged to be liable to the eoaxpon unless and only to the extent that the Caiu€hancery of the
State of Delaware or any other court in which saiction was brought determines such person is fairty reasonably entitled to indemnity for such esgs.

Our certificate of incorporation and bylaws provitiat we will indemnify our directors, officers, ptoyees and agents to the extent and in the maenenitted
by the provisions of the General Corporation Lavhef State of Delaware, as amended from time te,tsubject to any permissible expansion or limotabf such
indemnification, as may be set forth in any stod#tars’ or directors’ resolution or by contract. YArepeal or modification of these provisions apeby our
stockholders will be prospective only and will malversely affect any limitation on the liability afy of our directors or officers existing as of thme of such repeal or
modification.

We are also permitted to apply for insurance orabfelf any director, officer, employee or other agfor liability arising out of his actions, whether not the
General Corporation Law of the State of Delawarebld@ermit indemnification.
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Item 15. Recent Sales of Unregistered Securities.

On March 31, 2011, pursuant to a share exchangeagnt, we issued 46,471,907 shares of common staektain shareholders of InspireMD Ltd. in exuja
for 91.7% of the issued and outstanding capitalkstd InspireMD Ltd. Separately, we issued 4,198,8Bares of common stock to the remaining shareholof
InspireMD Ltd. in exchange for the remaining 8.3%th® issued and outstanding capital stock of kgD Ltd. In addition, in connection with the seaxchange
agreement, we (i) assumed three year warrantsrahase up to 125,000 ordinary shares of InspireMtD &t an exercise price of $10 per share that weneerted into
newly issued warrants to purchase up to 1,014,B86es of our common stock at an exercise pricel @3per share and (ii) options to purchase uB#%256 ordinary
shares of InspireMD Ltd. with a weighted averagereise price of $4.35 that were converted intoarito purchase up to 7,606,770 shares of our consteek with a
weighted average exercise price of $0.54 per sfiduesecurities issued in the above describeddctiosis were not registered under the SecuritieAt933, as
amended, or the securities laws of any state, ard wffered and sold pursuant to the exemption fregystration under the Securities Act of 1933amended, provided
by either Regulation S under the Securities Act383, as amended, or Section 4(2) and Regulati(Rule 506) under the Securities Act of 1933, asrated. Each of th
shareholders of InspireMD Ltd. who received shafesur common stock in the above described sharkange transactions were either accredited invegasrdefined t
Rule 501 under the Securities Act of 1933, as améndr not a “U.S. person” (as that term is defimeRule 902 of Regulation S) at the time of tharshexchange
transactions.

On March 31, 2011, we entered into a securitiestpage agreement with 30 accredited investors fasedeby Rule 501 under the Securities Act of 1983,
amended), pursuant to which we issued 6,454,002sloé common stock and five-year warrants to pasetup to 3,226,999 shares of common stock atexcisa price
of $1.80 per share for aggregate cash proceeds,®1%404 and the cancellation of $667,596 of iteldess held by investors. The securities soldigndffering were nc
registered under the Securities Act of 1933, asnale@, or the securities laws of any state, and wieeed and sold in reliance on the exemption fregistration under
the Securities Act of 1933, as amended, provide8dmztion 4(2) and Regulation D (Rule 506) underSbeurities Act of 1933, as amended.

On March 31, 2011, upon the consummation of the@blescribed private placement, we issued a fie-y@rrant to purchase up to 373,740 shares of @mm
stock at an exercise price of $1.80 per sharealiadtum Capital Advisors, LLC, our placement agerthe private placement. The warrant was notsteged under the
Securities Act of 1933, as amended, or the seearitiws of any state, and was offered and soleliance on the exemption from registration affortgdection 4(2) and
Regulation D (Rule 506) under the Securities Act®33, as amended, and corresponding provisioggatse securities laws, which exempt transactionarbigsuer not
involving a public offering. Palladium Capital Adwrs, LLC was an accredited investor (as defineRug 501 under the Securities Act of 1933, as aleénat the time
of the private placement.

On March 31, 2011, for work performed in connectigth the share exchange transactions and as lmmmigensation, we issued Craig Shore, our chieh@iiz
officer, secretary and treasurer, a five-year warta purchase up to 3,000 shares of common stogk exercise price of $1.80 per share. The wawastnot registered
under the Securities Act of 1933, as amended,eséieurities laws of any state, and was offeredsallin reliance on the exemption from registraédforded by Sectio
4(2) and Regulation D (Rule 506) under the Seasrifict of 1933, as amended, and correspondinggiom of state securities laws, which exempt tretiesas by an
issuer not involving a public offering. Craig Shevas an accredited investor (as defined by Ruleus@ter the Securities Act of 1933, as amended)eatine of the
issuance of the warrant.

On March 31, 2011, upon the consummation of theageiplacement, we issued a five-year warrant tolase up to 6,667 shares of common stock at acisge
price of $1.80 per share, to Hermitage Capital M@nzent, a consultant. The warrant was not registeneer the Securities Act of 1933, as amendetheosecurities law
of any state, and was offered and sold in reliancthe exemption from registration afforded by #ec#(2) under the Securities Act of 1933, as aredndnd
corresponding provisions of state securities lawsch exempt transactions by an issuer not invgarpublic offering.

In consideration for financial consulting service®, issued to The Benchmark Company, LLC, a coasylt five-year warrant to purchase up to 50,0@0es of
common stock at an exercise price of $1.50 peresfidre warrant was not registered under the SezuAct of 1933, as amended, or the securities &Evasy state, and
was offered and sold in reliance on the exemptiomfregistration afforded by Section 4(2) and Ragioh D (Rule 506) under the Securities Act of 1%&3amended, al
corresponding provisions of state securities lawsch exempt transactions by an issuer not invgharpublic offering.
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On March 31, 2011, we issued five-year warranfutechase up to an aggregate of 2,500,000 shamsohon stock at an exercise price of $1.50 pershar
Endicott Management Partners, LLC, The Corbran lan@ David Stefansky, in consideration for consglgervices. Pursuant to an agreement with usyeofatal
number of warrants issued, warrants to purchasg88Zhares of common stock were placed in esaxit the release of such warrants subject to th#élfioent or
waiver of certain conditions. On November 16, 20dur board of directors approved the releaselaifahe warrants held in escrow. The warrantseat registered
under the Securities Act of 1933, as amended,esdlurities laws of any state, and were offeredsald in reliance on the exemption from registragfforded by
Section 4(2) and Regulation D (Rule 506) underSbeurities Act of 1933, as amended, and correspgratovisions of state securities laws, which exemgmsactions b
an issuer not involving a public offering. Eachiofdicott Management Partners, LLC, The Corbran lan@ David Stefansky was an accredited investodééised by
Rule 501 under the Securities Act of 1933, as ameéndt the time of the issuance of the warrant.

On April 18, 2011, we consummated a private placgméth an investor pursuant to which we sold 668,6hares of our common stock and a five-year warra
to purchase up to 333,333 shares of common stomh exercise price of $1.80 per share for aggreggte proceeds of $1,000,000. The securities adtus offering wer
not registered under the Securities Act of 193&mended, or the securities laws of any statewaard offered and sold in reliance on the exemgftiom registration
under the Securities Act of 1933, as amended, geavby Section 4(2) and Regulation D (Rule 506)euttide Securities Act of 1933, as amended. Thisstor was an
accredited investor (as defined by Rule 501 undeSecurities Act of 1933, as amended) at the diftike private placement.

On April 18, 2011, we consummated a private placgméth 2 accredited investors (as defined by Ral& under the Securities Act of 1933, as amended),
pursuant to which we sold 283,334 shares of oumeomstock and a five-year warrant to purchase B¥1sbares of our common stock at an exercise pfi$é.80 per
share, for aggregate cash proceeds of $425,000sé&dhwities sold in this offering were not registeunder the Securities Act of 1933, as amendettheosecurities laws
any state, and were offered and sold in relianctherexemption from registration under the Seasifict of 1933, as amended, provided by Sectiohat{@ Regulation |
(Rule 506) under the Securities Act of 1933, asrated.

On April 18, 2011, upon the consummation of thevabdescribed April 18, 2011 private placementsjssaed a fiverear warrant to purchase up to 57,000 st
of common stock at an exercise price of $1.80 paresto Palladium Capital Advisors, LLC, our plaegmagent in the April 18, 2011 private placemente warrant wa
not registered under the Securities Act of 193&rasnded, or the securities laws of any stateyasdoffered and sold in reliance on the exemptiomfregistration
afforded by Section 4(2) and Regulation D (Rule)5@&er the Securities Act of 1933, as amendedcanm@sponding provisions of state securities lawsch exempt
transactions by an issuer not involving a publfehg. Palladium Capital Advisors, LLC was an atited investor (as defined by Rule 501 under gmuBties 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 wkl33,333 shares of our common stock and a five-
year warrant to purchase 16,667 shares of our constozk at an exercise price of $1.80 per shareadgregate cash proceeds of $50,000. The sesuwsild in this
offering were not registered under the Securitiesdk 1933, as amended, or the securities lawsipstate, and were offered and sold in reliancéherexemption from
registration under the Securities Act of 1933, meded, provided by Regulation S under the SeesrAct of 1933, as amended. Reinder Hogeboom wiees ‘b S.
person” (as that term is defined in Rule 902 of Ratpn S) at the time of the private placement.

On January 4, 2011, we entered into a convertdzla hgreement with our distributer in Israel, ia &mount of $100,000. On June 1, 2011, we issuddb81
shares of common stock to the lender upon conversithe note. These securities were not regidteneler the Securities Act of 1933, as amendetheosecurities laws
of any state, and were offered and sold in reliarcéhe exemption from registration under the SéearAct of 1933, as amended, provided by Regufa8 under the
Securities Act of 1933, as amended. The lendemeta “U.S. person” (as that term is defined indRa02 of Regulation S) at the time of the issuance.
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On April 5, 2012, we issued senior secured conertiebentures in the original aggregate princapadunt of $11,702,128 and five-year warrants teipase an
aggregate of 3,343,465 shares of our common stoak exercise price of $1.80 per share to certzineglited investors in a private placement tramsactThe securities
sold in this offering were not registered under$eeurities Act of 1933, as amended, or the séesifdws of any state, and were offered and sotdliance on the
exemption from registration under the Securities #1933, as amended, provided by Section 4(2)Reglulation D (Rule 506) under the Securities A&983, as
amended.

As consideration for serving as our placement ag@ntonnection with certain private placementsAprnil 5, 2012 we issued Palladium Capital AdvisdisC a
five-year warrant to purchase up to 159,574 shafresmmon stock at an exercise price of $1.80 pares Oppenheimer & Co. Inc. a five-year warraniuachase up to
113,070 shares of common stock at an exercise pfi$2.80 per share and JMP Securities LLC a figarywarrant to purchase up to 39,666 shares of @mstock at an
exercise price of $1.80 per share. These warreerts not registered under the Securities Act 03183 amended, or the securities laws of any statewere offered and
sold in reliance on the exemption from registratiffiorded by Section 4(2) and Regulation D (Rulé)3ihder the Securities Act of 1933, as amendedicarresponding
provisions of state securities laws, which exemguigactions by an issuer not involving a publieoffg. Each of Palladium Capital Advisors, LLC, @ppeimer & Co.
Inc. and JMP Securities LLC was an accredited itorggs defined by Rule 501 under the SecuritietsofA@ 933, as amended) at the time of the privigegment.

On August 1, 2012, we issued options to purcha®¢0P0 shares of our common stock to Redington, &scconsideration for investor relations servidé®
securities issued to Redington, Inc. were not teggsl under the Securities Act of 1933, as ameratethe securities laws of any state, and wergedfand sold in
reliance on the exemption from registration untier$ecurities Act of 1933, as amended, provide8dwtion 4(2) and Regulation D (Rule 506) underSbeurities Act of
1933, as amended.

On September 14, 2012, PI Financial Corp. exercisgdants to purchase 145,500 shares of our constock for aggregate consideration if $178,965. On
September 17, 2012, PI Financial Corp. exercisadants to purchase 24,500 shares of our commog &to@aggregate consideration if $30,135. On Sept0, 2012,
Pl Financial Corp. exercised warrants to purch&€@0® shares of our common stock for aggregateidenration if $73,800. These shares of common stamle not
registered under the Securities Act of 1933, asnale@, or the securities laws of any state, and wieeed and sold in reliance on the exemption fregistration under
the Securities Act of 1933, as amended, provide8dmtion 4(2) and Regulation D (Rule 506) underSieurities Act of 1933, as amended.

Item 16. Exhibits and Financial Statement Schedules

Exhibit No. Description
1.1+ Form of Underwriting Agreemei
2.1 Share Exchange Agreement, dated as of Decemb@020, by and among InspireMD Ltd., Saguaro Resayioe., and the Shareholders of Inspire

Ltd. that are signatory thereto (incorporated Hgnence to Exhibit 10.1 to Saguaro Resources,Guacrent Report on Form 8-K filed with the Secustie
and Exchange Commission on January 5, 2

2.2 Amendment to Share Exchange Agreement, datedidey 24, 2011 (incorporated by reference to BxR&il2 to Current Report on Form 8-K filed with
the Securities and Exchange Commission on Ap&i08,1)

2.3 Second Amendment to Share Exchange Agreenset] March 25, 2011 (incorporated by referencextuliit 2.3 to Current Report on Form 8-K filed
with the Securities and Exchange Commission onl/&p2011)

3.1 Amended and Restated Certificate of Incorponatincorporated by reference to Exhibit 3.1 tor€nt Report on Form 8-K filed with the Securitiesla
Exchange Commission on April 1, 201

3.2 Amended and Restated Bylaws (incorporated feyerce to Exhibit 3.2 to Current Report on Forid 8led with the Securities and Exchange
Commission on April 1, 201

4.1* Form of Common Stock Certificat

5.1* Form of Opinion of Haynes and Boone, LL

10.1 Amended and Restated 2011 Umbrella Option Rilecorporated by reference to Exhibit 10.1 tor@at Report on Form 8-K filed with the Securities

and Exchange Commission on November 4, 2
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10.2

10.3

104

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

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

Agreement of Conveyance, Transfer and AssighofeAssets and Assumption of Obligations, datedfavlarch 31, 2011 (incorporated by reference to
Exhibit 10.3 to Current Report on Forr-K filed with the Securities and Exchange CommissiarApril 6, 2011

Stock Purchase Agreement, by and betweernréMpi, Inc. and Lynn Briggs, dated as of March 311 P (incorporated by reference to Exhibit 10.4 to
Current Report on Form-K filed with the Securities and Exchange CommissarApril 6, 2011

Securities Purchase Agreement, dated as afiVBdr, 2011, by and among InspireMD, Inc. and @egiarchasers set forth therein (incorporated by
reference to Exhibit 10.5 to Amendment No. 1 to iRegtion Statement on Form S-1 filed with the Segms and Exchange Commission on August 26,
2011)

Form of $1.80 Warrant (incorporated by refeesto Exhibit 10.6 to Current Report on Form 84édiwith the Securities and Exchange Commission on
April 6, 2011)

Form of $1.23 Warrant (incorporated by refeesto Exhibit 10.7 to Current Report on Form 84édiwith the Securities and Exchange Commission on
April 6, 2011)

$1,250,000 Convertible Debenture, dated Jojy2@10, by and between InspireMD Ltd. and Gengsget Opportunity Fund, L.P. (incorporated by
reference to Exhibit 10.8 to Current Report on F8-K filed with the Securities and Exchange CommissiarApril 6, 2011

Unprotected Leasing Agreement, dated Feb2@r2007, by and between Block 7093 Parcel 162 @omptd. Private Company 510583156 and
InspireMD Ltd. (incorporated by reference to Exthit).9 to Current Report on Form 8-K filed witretBecurities and Exchange Commission on April
6, 2011)

Securities Purchase Agreement, dated adyo2du2010, by and among InspireMD Ltd. and cerfairchasers set forth therein (incorporated by
reference to Exhibit 10.10 to Amendment No. 1 tgiRegation Statement on FormiSiled with the Securities and Exchange Commissiorugust 2¢€
2011)

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

Development Agreement, by and between InspireMD &tal QualiMed Innovative Medizinprodukte GmbH,atbas of January 15, 2007 (incorpore
by reference to Exhibit 10.12 to Amendment No. Régistration Statement on Form S-1 filed with $leeurities and Exchange Commission on August
26, 2011)

License Agreement, by and between Svelte daé@ystems, Inc. and InspireMD Ltd., dated as afd#t 19, 2010 (incorporated by reference to Exhibi
10.5 to Amendment No. 1 to Registration Statemerfarm &1 filed with the Securities and Exchange Commissioriugust 26, 2011

Agreement, by and between InspireMD Ltd. @fid Paz, dated as of April 1, 2005 (incorporatgddference to Exhibit 10.14 to Current Report on
Form &K filed with the Securities and Exchange Commissiampril 6, 2011
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10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

Amendment to the Employment Agreement, bytsetdeen InspireMD Ltd. and Ofir Paz, dated as ao®er 1, 2008 (incorporated by reference to
Exhibit 10.15 to Current Report on Fori-K filed with the Securities and Exchange CommissiarApril 6, 2011

Second Amendment to the Employment Agreement, bybatween InspireMD Ltd. and Ofir Paz, dated aslafch 28, 2011 (incorporated by refere
to Exhibit 10.16 to Current Report on Fori-K filed with the Securities and Exchange CommissiarApril 6, 2011

Personal Employment Agreement, by and betwesgireMD Ltd. and Asher Holzer, Ph.D., dated 8Agril 1, 2005 (incorporated by reference to
Exhibit 10.17 to Current Report on Fori-K filed with the Securities and Exchange CommissiamApril 6, 2011)

Amendment to the Employment Agreement, bytsetdeen InspireMD Ltd. and Asher Holzer, Ph.Dtedas of March 28, 2011 (incorporated by
reference to Exhibit 10.18 to Current Report omfré-K filed with the Securities and Exchange CommissiarApril 6, 2011,

Personal Employment Agreement, by and betwesmireMD Ltd. and Eli Bar, dated as of June ZB)2 (incorporated by reference to Exhibit 10.19 to
Current Report on Form-K filed with the Securities and Exchange CommissiarApril 6, 2011

Employment Agreement, by and between InsgréMdl. and Bary Oren, dated as of August 25, 200&o¢porated by reference to Exhibit 10.20 to
Current Report on Form-K filed with the Securities and Exchange CommissiarApril 6, 2011

Employment Agreement, by and between InspireMD atdl Craig Shore, dated as of November 28, 20t01(orated by reference to Exhibit 10.2:
Current Report on Form-K filed with the Securities and Exchange CommissiarApril 6, 2011

Form of Indemnity Agreement between InspireMia. and each of the directors and executiveeffi thereof (incorporated by reference to Exhibit
10.22 to Amendment No. 1 to Registration Stateroarfform ¢-1 filed with the Securities and Exchange Commissiorugust 26, 2011

Agreement with Bank Mizrahi Tefahot LTD. #ofoan to InspireMD Ltd. in the original principainount of $750,000, dated January 27, 2009
(incorporated by reference to Exhibit 10.23 to @ntrReport on Form-K filed with the Securities and Exchange CommisgiarApril 6, 2011,

Securities Purchase Agreement, dated asrif1&) 2011, by and among InspireMD, Inc. and @@rpurchasers set forth therein (incorporated by
reference to Exhibit 10.1 to Current Report on F8-K filed with the Securities and Exchange CommissiarApril 22, 2011

Form of Warrant (incorporated by referencExhibit 10.2 to Current Report on Form 8-K fileditlmthe Securities and Exchange Commission on April
22,2011)

Agreement by and between InspireMD Ltd. areKMLaser Material Processing, dated as of Aprjl2l8.0 (incorporated by reference to Exhibit 10.26
to Amendment No. 1 to Registration Statement omFg-1 filed with the Securities and Exchange Commissioiugust 26, 2011

Agreement by and between InspireMD Ltd. aatebl Medical Ltd, dated as of September 23, 200®(porated by reference to Exhibit 10.27 to
Amendment No. 1 to Registration Statement on Fc-1 filed with the Securities and Exchange Commissiougust 26, 2011

Exclusive Distribution Agreement by and betwénspireMD Ltd. and Hand-Prod Sp. Z 0.0, datedfd3ecember 10, 2007 (incorporated by reference
to Exhibit 10.28 to Amendment No. 3 to Registrat®tatement on Form-1 filed with the Securities and Exchange Commissioi©ctober 12, 201:
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10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

Factoring Agreement by and between InspirdD and Bank Mizrahi Tefahot Ltd., dated as of fegloy 22, 2011 (incorporated by reference to
Exhibit 10.29 to Amendment No. 1 to Registratioat&ment on Form-1 filed with the Securities and Exchange Commissiougust 26, 2011

$1.50 Nonqualified Stock Option Agreementedas of July 11, 2011, by and between InspireMBb, and Sol J. Barer, Ph.D. (Incorporated by
reference to Exhibit 10.1 to Current Report on F8-K filed with the Securities and Exchange Commissiarduly 15, 2011

Consultancy Agreement, dated as of Aprildl,12 by and between InspireMD Ltd. and Ofir Pazdiporated by reference to Exhibit 10.34 to
Amendment No. 2 to Registration Statement on Fc-1 filed with the Securities and Exchange Commissioiseptember 21, 201

Consultancy Agreement, dated as of April 29, 2@i/land between InspireMD Ltd. and Asher Holzer[Pincorporated by reference to Exhibit 10
to Amendment No. 2 to Registration Statement omFg-1 filed with the Securities and Exchange CommissioiSeptember 21, 201

Exclusive Distribution Agreement by and betwénspireMD GmbH. and IZASA Distribuciones Tecsi@A, dated as of May 20, 2009 (incorporated
by reference to Exhibit 10.36 to Amendment No. Régistration Statement on Form S-1 filed with $seurities and Exchange Commission on
October 12, 2011

Amendment to the Distribution Agreement bgt batween InspireMD GmbH. and IZASA Distribucioffescnicas SA, dated as of February 2011
(incorporated by reference to Exhibit 10.37 to Adment No. 3 to Registration Statement on Form Bed fvith the Securities and Exchange
Commission on October 12, 201

Exclusive Distribution Agreement by and betwénspireMD Ltd. and Tzamal-Jacobsohn Ltd., datedf December 24, 2008 (incorporated by
reference to Exhibit 10.38 to Amendment No. 3 tgiReation Statement on Form S-1 filed with the B#ies and Exchange Commission on October
12, 2011)

Exclusive Distribution Agreement by and betwénspireMD Ltd. and Kirloskar Technologies (P3lL.tdated as of May 13, 2010 (incorporated by
reference to Exhibit 10.39 to Amendment No. 3 tgiBeation Statement on Form S-1 filed with the 8&ies and Exchange Commission on October
12, 2011)

Consultancy Agreement by and between Insgirétd. and Sara Paz, dated as of May 6, 2008 (purated by reference to Exhibit 10.40 to
Amendment No. 3 to Registration Statement on Fc-1 filed with the Securities and Exchange Commissio©ctober 12, 201:

Consultancy Agreement by and between Insgiréhd. and Sara Paz Management and Marketing dided as of September 1, 2011 (incorporated by
reference to Exhibit 10.41 to Amendment No. 3 tgiBeation Statement on Form S-1 filed with the 8&ies and Exchange Commission on October
12, 2011)

Clinical Trial Services Agreement, dated af®ctober 4, 2011, by and between InspireMD Ltdl Blarvard Clinical Research Institute, Inc.
(Incorporated by reference to Exhibit 10.1 to Cotiieeport on Form-K filed with the Securities and Exchange CommissiarOctober 11, 201:

Letter Agreement by and between InspireMD atdl Tzamal-Jacobsohn Ltd., dated as of May 91 Zidtorporated by reference to Exhibit 10.43 to
Amendment No. 4 to Registration Statement on Fc-1 filed with the Securities and Exchange Commissioibecember 1, 201.

Stock Award Agreement, dated as of Novembe@11, by and between InspireMD, Inc. and S8aier, Ph.D. (Incorporated by reference to Exhibit
10.1 to Current Report on Forr-K filed with the Securities and Exchange CommissiarNovember 18, 201:
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10.42

10.43

10.44

10.45

10.46

10.47

10.48

10.49

10.50

10.51

10.52

10.53

10.54

10.55

Nongualified Stock Option Agreement, dated as oféipber 16, 2011, by and between InspireMD, Inc.2old). Barer, Ph.D. (Incorporated
reference to Exhibit 10.2 to Current Report on F8-K filed with the Securities and Exchange CommissiarNovember 18, 201

Amendment No. 1 to Securities Purchase Ageegmated as of June 21, 2011, by and among &ipir Inc. and the purchasers that are signatory
thereto (incorporated by reference to Exhibit 1@etAnnual Report on Form 10-K filed with the Setias and Exchange Commission on March 13,
2012)

Amendment No. 2 to Securities Purchase Ageeéndated as of November 14, 2011, by and amsmreMD, Inc. and the purchasers that are
signatory thereto (incorporated by reference toiltikh0.44 to Annual Report on Form 10-K filed withe Securities and Exchange Commission on
March 13, 2012

Consultancy Agreement, dated March 27, 26f2nd between InspireMD Ltd. and Robert Ratint¢iporated by reference to Exhibit 10.1 to Current
Report on Form-K filed with the Securities and Exchange CommissiarApril 2, 2012,

Securities Purchase Agreement, dated Ap2i0%2, by and between InspireMD, Inc. and certaircipasers set forth therein (incorporated by refeze
to Exhibit 10.1 to Current Report on Fori-K filed with the Securities and Exchange Commissiampril 6, 2012

Form of Senior Secured Convertible Note idsAril 5, 2012 (incorporated by reference to Exthil®).2 to Current Report on Form 8-K filed witteth
Securities and Exchange Commission on April 6, 2

Form of April 2012 $1.80 Warrant (incorporhtg reference to Exhibit 10.3 to Current Reporffonm 8-K filed with the Securities and Exchange
Commission on April 6, 2012

Registration Rights Agreement, dated Apr2@l12, by and between InspireMD, Inc. and the pasels set forth therein (incorporated by referénce
Exhibit 10.4 to Current Report on Forr-K filed with the Securities and Exchange CommissiarApril 6, 2012

Security Agreement, dated April 5, 2012, by anduMeein InspireMD, Inc., InspireMD Ltd., Inspire MD @i and certain purchasers set forth the
(incorporated by reference to Exhibit 10.5 to CatiiReport on Form-K filed with the Securities and Exchange CommissiarApril 6, 2012

Intellectual Property Security Agreement, dated ilApr 2012, by and between InspireMD, Inc., InsMi2 Ltd., Inspire MD GmbH and certe
purchasers set forth therein (incorporated by esfeg to Exhibit 10.6 to Current Report on Forid 8led with the Securities and Exchange Commis
on April 6, 2012)

Deposit Account Control Agreement, dated April ®12, among InspireMD, Inc., Bank Leumi USA and aertpurchasers set forth ther
(incorporated by reference to Exhibit 10.7 to CatiiReport on Form-K filed with the Securities and Exchange CommissiarApril 6, 2012

Subsidiary Guarantee, dated April 5, 2012, by IrD Ltd. and Inspire MD GmbH, in favor of certgiirchasers set forth therein (incorporate
reference to Exhibit 10.8 to Current Report on F8-K filed with the Securities and Exchange CommissiarApril 6, 2012

Fixed and Floating Charge Debenture, dated Apr2@L2, by and between InspireMD Ltd. and certaircipasers set forth therein (incorporatec
reference to Exhibit 10.9 to Current Report on F8-K filed with the Securities and Exchange CommissiarApril 6, 2012

Form of Lock-Up Agreement (incorporated bference to Exhibit 10.10 to Current Report on F@#{ filed with the Securities and Exchar
Commission on April 6, 2012
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10.56

10.57

10.58

10.59

10.60

10.61

10.62

10.63

10.64

10.65

10.66*

21.1

23.1*

23.2*

24.1*

Consulting Agreement, dated as of June 1, 2012noybetween InspireMD, Inc. and Asher Holzer, Plfiizorporated by reference to Exhibit 10.
Current Report on Form-K filed with the Securities and Exchange CommissianJune 5, 201:

Separation Agreement and Release, made Amefl, 2012, by and between InspireMD Ltd., OSHtle IsraeliSociety of Occupational Health ¢
Safety Ltd., Company No. 513308247 and Asher HoR&rD. (incorporated by reference to Exhibit 1@.Zurrent Report on Form 8iled with the
Securities and Exchange Commission on June 5, -

Mutual Waiver and Release, dated as of J2y2@12, by and between InspireMD Ltd. and H&nde Sp. Z o0.0. (incorporated by reference to Bk
10.58 to Transition Report on Form-K/T filed with the Securities and Exchange Comnuesdn September 11, 201

Exclusive Distribution Agreement, dated as of Auglis2007, by and between InspireMD Ltd. and Kat@lia (incorporated by reference to Exh
10.59 to Transition Report on Form-K/T filed with the Securities and Exchange Comnuesin September 11, 201

Addendum to the Distribution Agreement, dated adasfuary 18, 2011, by and between InspireMD Ltd. lsardia Srl. (incorporated by referenct
Exhibit 10.60 to Transition Report on Form-K/T filed with the Securities and Exchange Comnaiesin September 11, 201

Exclusive Distribution Agreement, dated as of M&; 2010, by and between InspireMD Ltd. and Eurorbeditschland GmbH (incorporated
reference to Exhibit 10.61 to Transition Reportramm 1(-K/T filed with the Securities and Exchange Comnuesin September 11, 201

Exclusive Distribution Agreement, dated as of Mdy 2011, by and between InspireMD Ltd. and Bostdimg Ltd. (incorporated by reference
Exhibit 10.62 to Transition Report on Form-K/T filed with the Securities and Exchange Comnaiesin September 11, 201

Addendum to the Distribution Agreement, dated ashofust 29, 2011, by and between InspireMD Ltd. &usti Trading Ltd. (incorporated
reference to Exhibit 10.63 to Transition Reportamm 1(-K/T filed with the Securities and Exchange Comnaesin September 11, 201

Omnibus Debenture Amendment, dated May 31, 2012aray between InspireMD, Inc. and the debenturedrsidet forth therein (incorporated
reference to Exhibit 10.64 to Transition Reportramm 1(-K/T filed with the Securities and Exchange Comnuesin September 11, 201

Amendment No. 1 to Registration Rights Agreemeiated May 31, 2012, by and between InspireMD, Ind ¢he purchasers set forth the
(incorporated by reference to Exhibit 10.65 to Bitan Report on Form 18T filed with the Securities and Exchange Comnuissbn September 1
2012)

Consultancy Agreement, dated March 27, 2012, bybetaeen InspireMD Ltd. and Robert Rati

List of Subsidiaries (incorporated by refeeetw Exhibit 21.1 to Current Report on Form 8-Kdilwith the Securities and Exchange Commission on
April 6, 2011)

Consent of Kesselman & Kesselman, Certified Pulsaticountants
Consent of Haynes and Boone, LLP (included in Bx/&il)

Power of Attorney (included on signature pay

* Filed herewith.

+ To be filed by amendment.
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Item 17. Undertakings.

Insofar as indemnification for liabilities arisimmder the Securities Act of 1933 may be permitteditectors, officers and controlling persons & thgistrant
pursuant to the foregoing provisions, or otherwike,registrant has been advised that in the opiofdhe Securities and Exchange Commission sud#nimification is
against public policy as expressed in the Act anthierefore, unenforceable. In the event thaaiancfor indemnification against such liabilitiegl{er than the payment by
the registrant of expenses incurred or paid byectbr, officer or controlling person of the registt in the successful defense of any action,@yroceeding) is asserted
by such director, officer or controlling personcionnection with the securities being registered régistrant will, unless in the opinion of its osel the matter has been
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question whetheshsindemnification by it is against public poliag expressed in the Act
and will be governed by the final adjudication o€k issue.

The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability untiee Securities Act, the information omitted frame form of prospectus filed as part of this regitsdn
statement in reliance upon Rule 430A and contaiimedform of prospectus filed by the registrantquamt to Rule 424(b)(1) or (4) or 497(h) underSleeurities Act shall
be deemed to be part of this registration statemewf the time it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act, each post-effective amemdrtiat contains a form of prospectus shall be @ekto be a
new registration statement relating to the seasitiffered, and the offering of these securitigbaittime shall be deemed to be the initial badea 6ffering.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&833, the registrant has duly caused this negieh statement to be signed on its behalf byutidersigned,
thereunto duly authorized, in the City of Tel AvBtate of Israel on September 24, 2012.

InspireMD, Inc.
By: /s/ Ofir Paz

Name: Ofir Pa:
Title: Chief Executive Office

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that the undersigrafficers and directors of InspireMD, Inc., a Detae corporation that is filing a registration
statement on Form Swith the Securities and Exchange Commission utideprovisions of the Securities Act of 1933, aeaded, hereby constitute and appoint Ofir
and Craig Shore their true and lawful attorneysaict-and agents, with full power of substitutiomdas-substitution, for him and in his name, place aradtin any and &
capacities, to sign any or all amendments to thestmation statement, including a post-effectiveeadment, and all other additional registrationestents pursuant to
Section 462(b) of the Securities Act of 1933, agladed, in connection therewith, with all exhibhereto, to be filed with the Securities and Exclea@gmmission,
granting unto said attorneys-in-fact and agenigpfalver and authority to do and perform each arahesct and thing requisite and necessary to be @oand about the
premises, as fully to all interests and purposeh@smight or could do in person, hereby ratifyargl confirming all that said attorneys-in-fact augnts or either of
them, or their substitute or substitutes, may ldiyfiio or cause to be done by virtue hereof.

In accordance with the requirements of the Seesritict of 1933, this registration statement has lsggned by the following persons in the capactied on the
dates indicated.

Signature Title Date
/sl Ofir Paz Chief Executive Officer and Director September 24, 2012
Ofir Paz (principal executive officer)
/sl Craig Short Chief Financial Officer, Secretary and Treasurer September 24, 2012
Craig Shore (principal financial and accounting officer)
/sl Sol J. Bare Chairman of the Board of Directors September 24, 2012
Sol J. Barer
/s/ James Barr Director September 24, 2012
James Barry
/sl Asher Holze Director September 24, 2012
Asher Holzer
/sl James J. Loughl Director September 24, 2012
James J. Loughlin
/s/ Paul Stuki Director September 24, 2012
Paul Stuka
/sl Eyal Weinsteit Director September 24, 2012

Eyal Weinstein
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MUMBER

THIS CERTIFIES THAT

IS THE RECORD HOLDER OF

WITNESS the facsimila saal

Dated:

: INCORPORATED LIWDER THE LAWS OF DELAWARE
s .

' D, Ine. Common Stock
[dar in person or by duly authorized attorney upon surrender of this Certificate properly
e Trangfer Agent and ragisteved by rhe Regustrar
czimila signature af its dily authorized officars.
COUNTERS/GNED AND REGISTERED
AL TION STOCK TRANSFER CORP.
2400 E FL Usio Blwel, B71, Sk i s City. UT B4121

By,
TRANSFER ADENT-AUTHOMZED SIGHATURE

!{EGREIARY




The following abbréviations, when used in the inscripbion on the face of this cerficate. shall be construed as though they were wiitten out in full
according to applicable laws or regulations:

TENCOM - 23 tenants in common UNIF GIFT MIN ACT = ............. Custodian ..............
TEMENT - astenants by the entiraties {Cust) {Minar)
JTTEN - as joint tenants with rights of under Uniform Gifts to Minors
survivership and not as tenants Aot ... e ey
I comman (State)
UMIF TRF MIN ACT - ... Custodian (untl age... .. )
(Cust)
1o aee cre e AVEEE Uniform Transfers
(Minar)
o MINors Act. ... ociii e
{State}

Additonal abbreviations may also be used though not in the above list,

FOR VALUE RECEIVED, hereby sell, assign and transfer unto

PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE

(PLEASE PRINT OR TYPE NAME AND ADDRESS, INCLUDING ZIP CODE, OF ASSIGNEE)

Shares
of the capital stock represented by the within Certificate, and do hereby irmevocably constitute and appoint

Attorney
to transfer the said stock on the books of the within named Corporation with full power of substitution in the premises.

Dated

X
X

NOTICE: THE SIGNATURE(S) TO THIS ASSIGNMENT MUST CORRESPOND WITH THE
NAME(S) AS WRITTEN UPON THE FACE OF THE CERTIFICATE IN EVERY
PARTICULAR, WITHOUT ALTERATION OR ENLARGEMENT OR ANY CHANGE
WHATEVER.




Form of Opinion of Haynes and Boone, LLP

September __, 2012

InspireMD, Inc.
4 Menorat Hamaor St.
Tel-Aviv 67448, Israel

Re: InspireMD, Inc. Registration Statement on For-1
Ladies and Gentlemen:

We have acted as counsel to InspireMD, Inc., a\Wesla corporation (the * Compariy in connection with the proposed registration of shares of Common Stock
of the Company, par value $0.0001 per share, tiedbeing offered by the Company (the “ Primary 88rand shares that may be purchased by therwmiters
pursuant to an option to purchase additional shgnasted by the Company (together with the Prin&rgres, the “ Shar@spursuant to a Registration Statement on Form
S-1 under the Securities Act of 1933, as amended“(Securities Act), originally filed with the Securities and ExchgagnCommission (the * Commissinon Septembe
__, 2012 (Registration No. 3- ), as amended to date (the “RegistratioteSient”).

The opinion expressed herein is limited exclusitelthe General Corporation Law of the State ofaldglre (the “* DGCL"), applicable provisions of the Delaware
Constitution and judicial decisions interpreting BGCL and such provisions of the Delaware Cortstityand we have not considered, and express imooppn, any
other laws or the laws of any other jurisdiction.

In rendering the opinions expressed herein, we baaeined and relied upon the originals, or copétified to our satisfaction, of (i) the Regisioat Statement,
including the prospectus, and all exhibits therétpthe Company’s Certificate of Incorporationdaany amendments to date certified by the Secreta®yate of the State
of Delaware; (iii) the Company’s By-laws and anyeardments to date certified by the Secretary ofbmmpany; (iv) the minutes and records of the cafeoproceedings
of the Company with respect to the authorizatiothefissuance of the Shares and related mattenetahév) the form of Underwriting Agreement (hersi called), to be
entered into among the Company and Cowen and Comfmaritself and on behalf of the several undetevs; (vi) the form of common stock certificategdgwii) such
other records, documents and instruments as wedermed necessary for the expression of the o@rstaed herein.

Based upon the foregoing and subject to the assonspand qualifications stated herein, we are efdpinion that the Shares have been duly authofaredsuance by all
necessary corporate action of the Company and, veseed and paid for in accordance with the temascanditions of the Underwriting Agreement, the@&s will be
validly issued, fully paid and non-assessable.




InspireMD, Inc.
September __, 2012
Page 2

We hereby consent to the filing of this opiniontwihe Commission as Exhibit 5.1 to the Registra8tatement and any abbreviated registration statesmelating thereto
that may be filed to register additional securit@emntical to those covered by the Registrationie®t@nt (including a registration statement filedspaant to Rule 462(b)
under the Securities Act), and to the referencautdirm under the caption “Legal Matters” in thegpectus constituting part of such Registrati@ie®hent. In giving
such consent, we do not hereby admit that we atfeeicategory of persons whose consent is requinddr Section 7 of the Securities Act.

Very truly yours,
/sl Haynes and Boone, LLP

Haynes and Boone, LLP




CONSULTANCY AGREEMENT

This Agreement is made and entered into as of 2&€M&012, by and between InspireMD Ltd. an Israethpany (the Company”), and Mr. Robert Ratini,
Passport No. _B887399 , residing aé_d® Mormont 10 , _1315 La Sarraitz&and (the Consultant ™).

WHEREAS the Company wishes the Consultant to provide gesarvices, as further described herein, and thes@tant is willing to provide such services to
Company, all in accordance with the terms and dmrdi set forth herein; and

WHEREAS the Company wishes to engage with Mr. Robert Ratirin employment relations through an employmegnéement, however the Consultant request
engage with the Company as an independent contnawtier this Agreement for his own personal reasahinterests; and

WHEREAS the Company agrees to engage with the ConsultahisrAgreement, rather as an employee of the Cagpeovided that the Company's costs in enge
the Consultant under this Agreement are not anlll isbigbe higher than the monthly fees paid to Gdtasit under this Agreement.

WHEREAS the Company and the Consultant wish to set forthrriting the terms and conditions of the servieebe provided by the Consultant to the Company;

NOW THEREFORE , in consideration of the mutual covenants and itimms hereinafter set forth, the parties herebyeags follows:

1. CONSULTANT SERVICES

1.1. The Company hereby agrees to engage the Gamistd serve as the Company’s VP Sales & Markeding) to perform certain services as set fortAnnex A
hereto and as is customary by the VP Sales & Midyetf publicly traded medical device company aadlall be required by the Company's CEO from tiv
time and subject to the terms and conditions gét feerein (the* Services”).

1.2. Consultant hereby confirms that he has the skifheeience, and knowledge necessary to faithfully difigently perform the Services to the satisfactof the
Company in accordance with the instructions aneations of the Company's CEO, including travellioderritories as designated by the Company's GEf
June 1, 2012 the Consultant shall devote his ftéintion and efforts of his business time, abilkgpwledge and experience to fulfilling Consultanduties an
obligations hereunde

1.3. As of the Effective Date and until May 31, 2Qthe "Phase in Perioc") the Consultant shall devote at least 2 full bass days per week for the performanc
the Services. At the end of each week during tres@In Period the Consultant shall submit to then@my's CEO a detailed written report detailingdbgvities
made by him during such week and the amount of daysted by him for the performance of such adéisi{the "Phase in Reports’).




1.4. If the Consultant is absent from the Company dccount of vacation), for more than twenty f{28) working days in any year, a prata deduction shall
made from the Consultancy Fee for such excess. Smunt of absent days shall not include officialissS bank holidays (Calendar of annual Swiss
holidays will be provided by Consultant), in whi€onsultant shall not have to provide the Servi

15.

1.6.

1.7.

The Services shall be performed with the highestdards of professionalism and at a level of skithmensurate with the requirements of this Agreen

In no event shall the Consultant provide the Sesvizereunder through any other entity or per

The Consultant is aware that the provision of teevi8es shall require frequent and extensive trémeluding international travel). The Consultaetrdéby agree
to such travel as may be necessary in order tol thié Services

TERM AND TERMINATION OF AGREEMENT

2.1. The term of this Agreement shall commencef &davch [26], 2012 (the Effective Date”) and shall continue in effect for an unlimited pdrianless terminat
earlier in accordance with the terms set forth ine

2.2.

2.3.

Notwithstanding the above, each party may termitiaiee Agreement, at any time, without Cause (asnddfin Section 2.3 below) (i) immediately durirte
Phase in Period; or (i) upon (a) thirty (30) dajopwritten notice to the other party if the temation notice is submitted from Juné'12012 and until Augu
31, 2012; or (i) ninety (90) day prior written tice to the other party if the termination notisesubmitted after Septembef'] 2012 (the "Notice Period")
(during the Notice Period the Consultant shall btitled to the Consultancy Fee and any other amsenforth in Section 3 below, provided that then€idtan
will continue to provide his services to the Compdaring the Notice Period

The Company may terminate this Agreement at ang fion Cause, immediately and without prior notiEer the purposes of this Agreement, terminatiol
“Causi” shall mean

2.3.1.

2.3.2.

2.3.3.

2.3.4.

conviction of a felony or crime involving moral pitude or materially affecting the Compai

any willful refusal by the Consultant to carry autreasonable directive of the Company's CEO, whichmediable, is not remedied within one
business days (with appropriate reasonable adjmstihéhe Consultant is at the time of notice away vacation or otherwise out of the office) ¢
delivery to the Consultant of written notice fronetCompany specifying the details there

embezzlement of funds of the Company
any material breach of the Consulwfiduciary duties or duties of care to the Compéxcept for conduct taken in good faith), as deieed by th

Board of Directors in their sole discretion, whiéhcurable, remains uncured for three (3) busindsgs after written notice thereof is given to
Consultant




2.4.

During the period following notice of terminatioy the Company to the Consultant for any reasonCivesultant shall cooperate with the Company aredhie
best efforts to assist the integration into the @any of the person or entity who will assume thasiitan's responsibilities

3. COMPENSATION

3.1

3.2.

3.3.

3.4.

3.5.

Consulting Feeln consideration of the Services under this Agrest, the Company shall pay the Consultant a gaodstotal amount of USD20,0G6r eact
calendar month as of June®s, 2012 and the pro rated amount from March 26, 2012 May 31, 2012 based on the Phase in Repsrthall be approved
writing by the Company (th* Consultancy Fe€’) .

During June !, 2012 until December 31, 2012 and subject to togiging by the Consultant of the Services hereunttie Company shall pay to the Consul
a monthly payment of USD7,000 as a phased in paygmen

The Consultant acknowledges that other than the @R€ned below) and the aforesaid phase in paysném¢ Consultancy Fees are total and final coreide
to which the Consultant is entitled in exchangetfw Services and, unless otherwise approved itingrby the Company's CEO, include all his expers
rendering the Services unless otherwise agreedeb@ompany.

Any other expenses (travel, accommodation, meaisjtfire, sales & marketing tools, IT equipment,hif® phone, etc..) require written prior approvainh the
Company’s CEO.

The Consultant will be entitled to receive exfprmance based commissionRBC ") for sales as specified iAnnex B , less applicable taxes and of
withholdings, subject to the Company's successfuiewement of the sale objectives set forth thel

The Consultant shall invoice the Company on a migrhsis for Services performed during the precgaionth (as set forth in section 3.1 above), amcafi
other payments set forth above as well as normdlreon-normal prexpproved (by the Company) expenses according top@oynpolicy, incurred in tt
performance of these Services. The payment shatiaie by the Company by the"day of every month for the preceding month in whéctax invoice we
submitted to the Company by the end of such mc

All payments required to be made by the Compentler this Agreement shall be effected by transf€onsultant’s following bank account: UBS SA, &
Francgois, 1002 Lausanne, SwitzerlalBAN CH550024324320307240H, SWIFT: UBSWCHZH1

Taxes. All taxes or mandatory payments (including altio@al insurance fees, health insurance fees, iectam and any other amounts required by
applicable to the Consultancy Fee, shall be the sedponsibility of the Consultant. The Consulegtees to defend, indemnify, and hold harmlesCirapan
from and against any claims, liabilities, or expEnselating to such taxes other than those reguftom any act or omission of the Company. As lasgthi
Agreement is in effect, the Consultant shall mamégavalid "Exemption from Withholding Tax" and $harovide a true copy thereof to the Company ptathe
first payment of the Consultancy Fi




3.6.

All payment due to the Consultant hereundeil & made by the Company less any applicablestare other withholdings in accordance with the Gamny’s
normal payment procedure, unless the Consultafitsteeide the Company with the necessary docuni@mtdahat ensure, at the Company's sole discretia
there is no legal need by the Company to deduestak source to the Consulte

INDEPENDENT CONTRACTOR

4.1.

4.2.

4.3.

4.4,

4.5.

It is hereby agreed that this Agreement does nostiéate a contract of employment with the Consultéhat the Consultant is an independent contratte
neither the Consultant, nor its employees, shalethe status of an employee of the Company, teaCobnsultant has an independent business fortivisior
of the Services and that no employer/employeegcpalagent or partnership relationship exists leetwthe Company and the Consultant or any of Ctarisl
employees or any persons providing services t€tesultant in any capacity whatsoever in any respbatsoever

It is hereby acknowledged by the Parties thath@® €ompany wishes to engage Mr. Robert Ratini asmaployee of the Company through an employi
agreement, however the Consultant requested tagengih the Company as an independent contractderutiis Agreement for his own personal reason:
interests. Further; (ii) the Parties set the Caasgly Fees by grossing up all the fringe beneditehich the Consultant might have been entitledraemployet
such that the Consultancy Fees is exceeding 15a%eafalary of other VPs working for the Compangaployees

Subiject to the presentation by the Consultant\alia "Exemption from Withholding Tax", the Compamyil not make deductions from any amounts payat
the Consultant for taxes or social payme

The Company does not assume any tax liability fiyr @ the Services rendered by the Consultant pumsto this Agreement nor shall the rights discddsereit
cause the Company any additional expenses witlecesp the period of this Agreeme

It is understood and acknowledged by the Consuttattthe Consultancy Fee and any other amourfodétin Section 3 above reflect the total amoumg ¢k
him in connection with the provision of Servicesamsindependent contractor as well as the total tcobe incurred by the Company in considerationtifia
Services under this Agreement. The parties agiadrtthe event that a competent court will rulettthe Consultant, regardless of the terms ofAi®ement, i
employed under this Agreement by the Company, thesGtancy Fee and any other amount set forth ati®e3 above payable by the Company accordii
this Agreement shall be reduced effective as ob#ginning of the term of this Agreement so that@ross Salary as set forthAnnex C hereto shall constitu
salary payments and the remaining payments in Ahsixall constitute payment by the Company for aleottf the Consultant's statutory and mandatoryts
and benefits as an employee of the Company thraiighe term of this Agreemer




4.6.

The Consultant hereby acknowledges that the @&ler_Annex Bs dependant and conditioned upon the Companyliridnt and achievement the targets
timely manner as provided Annex Bhereto, thus shall not be deemed as part of theamt's Consultancy Fees for any matter and [ser.

5. CONFIDENTIALITY

5.1.

5.2.

The Consultant hereby agrees that it shall nogctly or indirectly, disclose or use at any timigher during or subsequent to the term of this Agment, othe
than for the purpose of or in connection with teedering of the Services hereunder or as directgueomitted by the Company, any trade secrets loe
confidential information, whether patentable or,raftthe Company, now or hereafter existing, inglgdbut not limited to, any (i) processes, formulssurc
codes, object codes, computer programs, drawingde tsecrets, innovations, inventions, discoveiraprovements, research or development and testts
specifications, data and kndwew; (ii) marketing plans, business plans, straggforecasts, unpublished financial informationddets, projections, prod
plans and pricing; (iii) personnel information, linding organizational structure, salary, and qi@difons of employees; (iv) customer and suppléorimation
including identities, product sales and purchasehy or forecasts and agreements; and (v) any etf@mation which is not known to the public (ladtively, “
Confidential Information "), of which the Consultant is or becomes informedwara of during the term of this Agreement, whethenot developed by tl
Consultant;_providethat the term Confidential Information does notlilde information which is or has become publiclyokm and made generally availa
through no wrongful act of the Consultant or the/ lReerson

This covenant shall survive the termination of thggeement indefinitely. Upon termination of thig#ement, or at any other time upon request o€trapany
the Consultant shall promptly deliver to the Compat physical and electronic copies and other esiithents of Confidential Information and all memata
notes, notebooks, records, reports, manuals, dgswbiueprints and any other documents or thinggnigéng to the Company, and all copies thereoglirtases
which are in the possession or under the contrti@Consultant

6. CREATIONS AND INVENTIONS




7.

6.1.

6.2.

6.3.

6.4.

Without further consideration, the Consultant hgrighbevocably fully assigns to the Company: (i) anwyrrently owned (if any) or future intellectualoperty o
any kind, including but not limited to any inveni® continuations, patent applications, patentsygghts, algorithms etc., created by it anywhereether alon
or together with others, which constitutes an improent, enhancement, modification or continuatibthe Invention (as defined in the Founders Agreet)
and which was created by the Consultant at the tifnengagement hereunder or 9 months thereafterar(y currently owned (if any) or future intellee
property of any kind, including but not limited any inventions, continuations, patent applicatiguagents, copyrights, algorithms etc. created theaConsultar
anywhere, whether alone or together with otherghatime of being a Company advisor which is egab the Compang’'field of business; (iii) any curren
owned (if any) or future intellectual property afiyakind, including but not limited to any invent®ncontinuations, patent applications, patentsymgipts
algorithms etc. created by the Consultant as dtrekany of their engagement with the Company tigito this Agreement or otherwise, whether alonegethe
with others; (iv) any currently owned (if any) autdire intellectual property of any kind, includimmit not limited to any inventions, continuationsiten
applications, patents, copyrights, algorithms eteated by the Consultant anywhere and at any tirhether alone or together with others, throughuisee of an
proprietary information of the Company; and (v) atkler intellectual property which the Consultamtdr will be obligated to assign to the Compangiaran:
other written agreement with the Company or undegrapplicable law (St-sections 6.1(i) to 6.1(v) shall be jointly referiedas* Future Improvements™).

Promptly upon the development, making, creationdiscovery of any invention, discovery, processigie, work, intellectual property or improvementthe
Companys intellectual property, the Consultant shall disel the same to the Company. Should the Compapeyniiee that same is a Future Improvement
Consultant, as applicable, shall execute and detivéhe Company such reasonable documents asdhmp&hy may request to confirm the assignment ¢
Consultants rights in the Future Improvement, and if requebdte the Company, shall assist the Company, anlll ekecute any necessary documents, &
Compan’s expense, in applying for and prosecuting anynpsi@nd any trademark or copyright registrationclvlihay be available in respect there

The Consultant further agrees that the CangsuRee provided under this Agreement for the Chastis Services should be its sole compensation alsthé
assignment to the Company of all rights to Futamprbvements and other rights granted to the Compadsgr this Agreemer

The Consultant hereby represents that as of trecfifé Date hereof it is not the owner of a pathat is competitive with the Compé's field of business

NON-COMPETITION AND NON -SOLICITATION




7.1.

7.2.

7.3.

7.4.

Consultant agrees and declares that, so long &seheonsultant or employee (in the event thatrapaient court rules that the Consultant has begaiogred by
the Company) of the Company and for a period ofitevg12) months thereafter (theNon-Competition Period ), he shall not, as an owner, partner, j
venturor, stockholder (provided that this shall pe¢clude the Consultant from owning a stock irgereot greater than 5% in a publicly traded compy;
employee, broker, agent, principal, trustee, cafeoofficer, director, licensor or in any other @eity whatsoever engage in, become financiallyréstied in an
business venture worldwide that is engaged in atiyiies worldwide involving "mesh based technoglag the medical device industry

During the Non-Competition Period the Consultshall not accept from the Compasiustomers any position, order, offer, work oritess in any field ¢
activity in which the Company is engaged and whscHirectly competitive with the Company, or apprioany of the Company’customers in connection w
products or services that competes with those @ofatovided by the Compan

In the event that the Company shall require thesGitant to fulfill his Non Compete undertaking famy period following his termination by the Compaass
aforesaid, the Company shall pay to the Consufaneach full month of Non Competition after hisgagement or employment with the Company has
terminated, 50% of the Consultancy Fee as a speayahent in consideration of his Non Competitiostrietion during such perior

Consultant undertakes, so long as it/he is direetmployee (in the event that a competent couesrtiat the Consultant is employed by the Compamygdviso
of the Company and for a period of twelve (12) nharthereafter, not to employ or otherwise engagectly or indirectly, in any business activity wiany o
the Compan’s employees at that time, or any person who wadoyeg by the Company within the preceding y:

MISCELLANEOUS

8.1.

8.2.

This Agreement is made under, and in all respdwl be interpreted, construed, and governed byimadcordance with, the laws of the State of Isnaithout
giving effect to any rules pertaining to conflia$ laws. Any dispute between the parties arising afuthis Agreement shall be submitted exclusivigythe
competent courts in Tel Aviv distric

This Agreement constitutes the full and entire ust@ding between the parties and supersede aflopeeagreements, arrangements or understandiitgsy
written or oral with respect to the subject herawftwithstanding any representations, statememtg&goeements to the contrary heretofore made. Md
statements or prior written material not specificaicorporated into this Agreement shall be of forge or effect. The parties represent and ackedgé that, i
executing this Agreement, they do not rely, andehast relied, on any representation(s), oral ottemj by the Company or the Employee, or any othied
party, except as expressly contained in this Age#niThe parties represent that they relied om then judgment in entering into this Agreeme




8.3. No changes in or additions to this Agreement dhaltecognized, unless incorporated in this Agreergmvritten amendment signed by both parties loesaicl
amendment to become effective on the date stipliaté.

8.4. If any provision of this Agreement shall be hel@gll, unenforceable, or in conflict with any ladamy jurisdiction, such provision will be enforcéa the
maximum extent possible, and any unenforceablaguowtill be modified or deleted automatically incbua manner so as to make the agreement as m«
legal and enforceable under applicable laws, aad/#fidity of the remaining portions or provisidmsreof shall not be affected there

8.5. No failure or delay of either party in exercisirtg rights hereunder (including but not limited tee tright to require performance of any provisiontlug
Agreement) shall be deemed to be a waiver of sigtitsrunless expressly made in writing by the payving its rights. No consent by either partydowaive
of, a breach by either party, whether express @liagd, will constitute a consent to, waiver of,ecuse of any other, different, or subsequent brégceithe

party.

8.6. Neither party shall assign or transfer any ofigéits and obligations under this Agreement to dnirgtparty, without the prior written consent oethther party
Any assignment in violation of the foregoing sh@l null and void

8.7. This Agreement may be executed in counterpartsadinsuch counterparts together shall be deemedetthé original and will constitute one and the <
instrument. A facsimile signature shall be deensedraoriginal for all purpose

IN WITNESS WHEREOF , the parties hereto have caused this Agreemebe thuly executed on the day and year first abovieenr

InspireMD Ltd. /s/ Robert Ratini
By: Robert Ratini
Craig Shore, C.F.C La Sarraz, 26 March, 20:

27 March, 201




ANNEX A
The primary responsibility and role of the Vice $tdent of Sales and Marketing to is to lead andalithe sales and marketing teams to meet and eésedes revenu
sales profitability and budgetary objectives asigethe CEO and in compliance with the board’s pple committees.
The VP Sales & Marketing is a key member of theasemanagement team.
The VP of sales & marketing is responsible fordheation and execution of the sales go-to-marketomerational strategies to achieve Inspire’s assirobjectives.
The VP Sales & Marketing should participate withestsenior managers in developing strategy foetitee company.

He should determine and monitor the departmenygpkeformance objectives such as revenue vs. ptartact rate, quote closure rate and gross prefientage.

Leadership
The VP sales & marketing should direct and manhgesale & marketing employees.

He should hire, supervise, develop and mentordtessand marketing directors.

He should:
1) Indirectly supervise sales managers and salessemtaives
2) Develop and implement employee performance managtepnegrams
3) Participate in corporate succession planniniyities, write and deliver employee reviews, motezand inspire employees and creates a positivkimgr

environment
Sales & marketing
The VP Sales and Marketing should lead complexsadgotiations, attend sales presentations andsided deals.
He should develop sales proposals and responseguest for proposals (RFPs).
He should develop and oversee a sales trainingamopr new and existing employees.

The VP of sales and marketing should ensure satksnarketing employees are equipped with the pripdystem and selling-skills training that theyuieg to be
successful.




He should lead marketing to develop and genereggenue generation programs, and to create higorpeng sales collateral.

Performance Based Commission®8C ")

Annex B

Consultant shall be entitled to the following coresidns for revenues generated by the Company d@fig from sales of its products as shall be deterhin the

Company's 2012 Audited Financial Statements:

For revenues generated during 2012 in an amouattlefist $9,000,0C

USD50,00C

For revenues generated during 2012 in an amouattlefist $12,000,000

USD50,000 and together with the sale target aljove
USD100,00(

It is clarified that

0) Commissions are calculated on a full time engagérgthe Consultant, thus for each month in whiod €onsultant will not provide his Services on &

time basis he shall be entitled to the pro ratawtign of the aforementioned Commissi
(i) Commissions will be paid on a progressive basigragided in the above table

(iii) The maximum PBC to which the Consultant can beledtfor 2012 sales as aforesaid is USD100,

(iv) The Commission transferred to the Consultant (if)amill be paid no later than 60 days from the mipg to the SEC of the Company's 2012 Auc

Financial Statement

In any event that an invoice for sale to a Compaalént is not paid in full, any future Commissionbonus due to the Consultant will be reducedmtingly.
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1 $US - NIS 3.80

Salary Component:

Annex C

US Dollars

Gross Salar

Vacation

Severance Payme
Mandatory Pensio
Transporation Expens
Recuperation Allowanc

Total

16,81¢
1,591
1,401

20,00(
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the use in this RegistrattateSient on Form S-1 of InspireMD, Inc. of our reiated September 11, 2012, which appears in Regdstration
Statement. We also consent to the reference tadertdhe heading "Experts" in such RegistratioreBtent.

Tel-Aviv, Israel /s/Kesselman & Kesselm:
September 24, 201 Certified Public Accountants (Isi
A member firm of PricewaterhouseCoopers Internatidumited

Kesselman & Kesselman, Trade Tower, 25 Hamere@iSTFe-Aviv 68125, Israel, P.O Box 452 Tel-Aviv 61003&phbne: +972 -3- 7954555, Fax:+972 -3- 7954556,
WWW. pWC.CO.il




