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shall thereafter become effective in accordance whitsection 8(a) of the Securities Act of 1933 or uihthe registration
statement shall become effective on such date agtBommission acting pursuant to said section 8(apay determine.
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The information in this prospectus is not compkatd may be changed. We may not sell these sesuitid the registration statement filgd
with the Securities and Exchange Commission iséffe. This prospectus is not an offer to sell ¢hescurities and it is not soliciting an
offer to buy these securities in any state wheeeoffer or sale is not permitted.

PROSPECTUS (Subject to Completion)

Dated November 9, 201

7,246,377 Shares

e
InspireMD

We are offering 7,246,377 shares of our commorksar common stock is quoted on the OTC Bulletoal under the
symbol “NSPR.” On November 6, 2012, the last regmbgale price of our common stock was $5.52 peesha adjusted for

the one-for-four reverse stock split that is expddb occur the day immediately following the effeeness of the registration
statement of which this prospectus is a part.

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

Our business and an investment in our common stodkvolve significant risks. These risks are descritlieunder the
caption “Risk Factors” beginning on pagel?2 of this prospectus.

Neither the Securities and Exchange Commissiorangrstate securities commission has approved applisved of these
securities or passed upon the accuracy or adeapidhis prospectus. Any representation to the @optis a criminal offense.

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

(1) The underwriters will receive compensationdidigion to the discount. See “Underwriting” for esgription of
compensation payable to the underwriters.

The underwriters may also purchase up to an additib,086,957 shares (based on an assumed offmitegof $5.52 per share,
which is the last reported sales price of our comstock on November 6, 2012, as adjusted for tleeforfour reverse stock

split described above) from us at the public offgrprice, less the underwriting discount, withind2y's from the date of this
prospectus to cover overallotments.

The underwriters expect to deliver the shares agaesyment 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 provide you with diferent information. If anyone provides you with different or
inconsistent information, you should not rely on it We are not, and the underwriters are not, makingan offer to sell
these securities in any jurisdiction where the offeor sale is not permitted. You should assume thahe information
appearing in this prospectus is accurate only as tfie date on the front cover of this prospectus. Qubusiness, financial
condition, results of operations and prospects malyave changed since that date.

Information contained on our website is not part ofthis prospectus.

Unless otherwise indicated, all information in thisprospectus reflects a one-for-four reverse stoclp8t of our
common stock that is expected to occur the day imrdately following the effectiveness of the registtéon statement of
which this prospectus is a part, other than sharera per share information in our consolidated finangal statements and
the related notes thereto included in this prospeaos.
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PROSPECTUS SUMMARY

This summary provides an overview of selected nméion contained elsewhere in this prospectus aebaot contain all
of the information you should consider before itimgsin our common stock. You should carefully réselprospectus and the
registration statement of which this prospectus fmrt in their entirety before investing in oumamon stock, including the
information discussed under “Risk Factors” begingion pagel2 and our financial statements and notes thereto dipaear
elsewhere in this prospectus. As used in this gasis, unless the context otherwise indicatestetimes “we,” “our,” “us,” or
“the Company” for periods prior to the closing ofioshare exchange transactions on March 31, 20fdr® InspireMD Ltd.,
a private company incorporated under the laws ef$tiate of Israel that is now our wholly-owned #libsy, and its
subsidiary, taken as a whole, and the terms “weguf,” “us,” or “the Company” for periods subsequemnd the closing of the
share exchange transactions refer to InspireMD,,ladDelaware corporation, and its subsidiaries;lirding InspireMD Ltd.,
taken as a whole.

Unless otherwise indicated, all information in tpi®spectus reflects a one-for-four reverse stqdk af our common stoch
that is expected to occur the day immediately ¥atig the effectiveness of the registration statearoéwhich this prospectus i$
a part, other than share and per share informaiiour consolidated financial statements and thatesl notes thereto
included in this prospectus.

The Company

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform
technology, MGuard“ . MGuard provides embolic protection in stentingqadures by placing a micron mesh sleeve overla
stent. Since our formation, we have experiencedosses. We had a net loss of approximately $7lEomiduring the three
months ended September 30, 2012, a net loss obxéippately $7.1 million during the six months endeshe 30, 2012 and a et
loss of approximately $14.7 million during the fisyear ended December 31, 2011. Because we hdvwetbarring losses and
negative cash flows from operating activities aadehsignificant future commitments, substantiallid@xists regarding our
ability to remain in operation at the same levelase currently performing. Further, the report efskelman & Kesselman
C.P.A.s (Isr.), our independent registered puldmoanting firm, with respect to our financial statnts at June 30, 2012,
December 31, 2011 and 2010, and for the six moatiog ended June 30, 2012, and years ended Dec&hh2011, 2010 andl
2009 contains an explanatory paragraph as to denfpal inability to continue as a going concern.

Our initial products are marketed for use mainlpatients with acute coronary syndromes, notablyeamyocardial
infarction (heart attack) and saphenous vein g@fnary interventions (bypass surgery). Accordinthe TYPHOON STEMI
trial (New England Journal of Medicine, 2006) ahd 5OS SVG Trial (Journal of the American Colleg€ardiology, 2009),
of patients with acute myocardial infarction angrsenous vein graft coronary interventions, 7.5%4% experience major
adverse cardiac events, including cardiac deatirt la¢tack and restenting of the artery. When petiiog stenting procedures fin
patients with acute coronary symptoms, intervemticardiologists face a difficult dilemma in chaugibetween bare-metal
stents, which have a high rate of restenosis (faam@af new blockages), and drug-eluting (drug-edatstents, which have a
high rate of late thrombosis (formation of clotsntits or years after implantation), require admiatsdn of anti-platelet drugs
for at least one year post procedure, are mor¢ydbsin bare-metal stents and have additional efféets. We believe that
MGuard is a simple and seamless solution for tpasients.

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

In October 2007, our first generation product, M@uard Coronary, received CE Mark approval fortimeent of coronary
arterial disease in the European Union. CE Makknsandatory conformance mark on many products redke the European
Economic Area and certifies that a product hasBuebpean Union consumer safety, health or environaheequirements. We
began shipping our product to customers in Europlanuary 2008 and have since expanded our glatabdtion network to
Southeast Asia, India, Latin America and Israel. M&ently submitted an application to the U.S. Fand Drug Administratior
to
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conduct a pivotal trial that we intend to form thesis of an application to sell and market MGuasdo@ary in the United
States. On August 29, 2012, this application wasetkedue to numerous deficiencies. However, wecareently in discussion
with the U.S. Food and Drug Administration in ortieresolve the cited deficiencies and create atniehdesign that is
acceptable to the U.S. Food and Drug AdministratRyesently, none of our products may be sold oketed in the United
States. See “Business — Future Clinical Trial faglrd Coronary — U.S. Food and Drug Administrafioial.”

Our initial MGuard Coronary products incorporatesta@inless steel stent. We subsequently replacedtdinless steel
platform with a more advanced cobalt-chromium basatform, which we refer to as the MGuard Priffeversion of our
MGuard Coronary. We believe the new platform withye to be superior because cobalt-chromium staetgenerally known
in the industry to provide better deliverabilitydapossibly even a reduction in major adverse careNents.

The MGuard Prime version of the MGuard Coronargnesd CE Mark approval in the European Union indbet 2010 for
improving luminal diameter and providing emboliofaction. We believe we can use and leverage thieall trial results of
our original stainless steel based MGuard Corotaryarket our new cobalt-chromium based MGuard Erersion of the
MGuard Coronary.

Unless otherwise indicated, in this prospectugregfces to MGuard Coronary are to both our ingtiainless steel based
MGuard Coronary and our more current cobalt-chreminased MGuard Prime version of the MGuard Corgrasyapplicable

For the three months ended September 30, 2012o@mlirevenue was approximately $0.5 million and et loss was
approximately $7.5 million. For the six months eshdene 30, 2012, our total revenue was approxign&[l million and our
net loss was approximately $7.1 million. For tharyended December 31, 2011, our total revenue p@®@mately $6.0
million and our net loss was approximately $14.Hiaomi.

Recent Events

On June 1, 2012, our board of directors approvettbage in our fiscal year-end from December 3Lte B0, effective
June 30, 2012. This prospectus includes our figdmesults and other information for the six mopémiod from January 1,
2012 through June 30, 2012, which we refer to esttnsition period.” Following the transition padt, we will file annual
reports for each twelve month period ended Junef 8ach year beginning with the twelve month pegaded June 30, 2013

We anticipate that in the near term, Ofir Paz valign from his position as our chief executiveagif. Mr. Paz intends to
remain in his position while we conduct a thorosghrch for an appropriate replacement. We havmeeta search firm to
assist in this process. Mr. Paz’s resignation cé&sleur transition from a private medical deviagtstip company with a
promising new technology to a publicly traded compwith a successfully tested, commercialized, C&Rvapproved product.
After his resignation, we anticipate that Mr. Palt main one of our directors and maintain higalvement with us, as
necessary, on a consulting basis.

On October 24, 2012, we published the results oM@uard for Acute ST Elevation Reperfusion TrislIASTER Trial), a
prospective, randomized study in Europe, South Acaeand Israel to compare the MGuard Coronary stghtcommercially-
approved bare metal and drug-eluting stents inea@tg superior myocardial reperfusion (the restoraof blood flow) in
primary angioplasty for the treatment of acute STERE most severe form of heart attack. The MASTERI enrolled 433
subjects, 50% of whom were treated with an MGuastb@ary stent and 50% of whom were treated witbrarnercially-
approved bare metal or drug-eluting stent. The MBRTTrial demonstrated that among patients with@8&REMI undergoing
emergency percutaneous coronary intervention, gioptasty, MGuard Coronary resulted in superioesaif epicardial
coronary flow, or blood flow within the vesselstinan along the outer surface of the heart, andpteta ST-segment
resolution, or restoration of blood flow to the heauscle after a heart attack, compared to comialgr@pproved bare metal
or drug-eluting stents. However, each of MGuardo@ary and commercially-approved bare metal or diluging stents
showed similar rates of major adverse cardiac evédidays following the procedure.




TABLE OF CONTENTS

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andtesstartificate of
incorporation to effect a reverse stock split of common stock at a ratio of one-for-two to oneffaurr, at any time prior to
our 2012 annual stockholders’ meeting, the exdit td the reverse stock split to be determinedhgyboard. As of the date of
this prospectus, we have not effected the reveéosk split. We intend to effectuate a one-for-foewverse stock split in order t
comply with the listing requirements of the Nas@apital Market. The reverse stock split is expettedccur the day
immediately following the effectiveness of the stgation statement of which this prospectus isra gaich reverse stock split
would immediately increase our stock price. In #ddj such reverse stock split would reduce the memof shares of common
stock outstanding and may affect the liquidity of oommon stock.

o

Our Industry

According to Fact Sheet No. 310/updated June 201iedNorld Health Organization, approximately m8lion people
worldwide died of coronary heart disease in 2008:sitians and patients may select from among @tyaof treatments to
address coronary artery disease, including phamtigeétherapy, balloon angioplasty, stenting viitre metal or drug-eluting
stents, and coronary artery bypass graft proceduwigsthe selection often depending upon the stddke disease. A stent is
an expandable “scaffold-like” device, usually consted of a stainless steel material, that is tegkeinto an artery to expand the
inside passage and improve blood flow.

According to the 2011 MEDTECH OUTLOOK produced @amudary 3, 2011 by the Bank of Montreal InvestmesmiBng
Group, known as BMO Capital Markets, after registga compounded annual growth rate from 2002 i92ff approximately
13%, revenues from the global coronary stent masketedicted to remain relatively constant, algfimin volume of stents thg
market is predicted to continue to grow. The groimtiiolume is due to the appeal for less invasieptaneous coronary
intervention procedures and advances in technatogpled with the increase in the elderly populatmvesity rates and
advances in technology.

Coronary artery disease is one of the leading caofsdeath worldwide. The treatment of coronargrgrtlisease includes
alternative treatment methodologies, that is, carpmrtery bypass grafting or angioplasty (peroetais coronary intervention
with or without stenting. According to the 2011 MEBCH OUTLOOK produced by the BMO Capital MarketsJamuary 3,
2011, the percutaneous coronary intervention pragsdinvolving stents are increasingly being usettietat coronary artery
diseases with an 88.3% penetration rate in 2009.

Our Products and Applications

Below is a summary of our current products and petglunder development, and their intended appicst

MGuard — Coronary Applications

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

MGuard Coronary with a bio-stable mesh. Our first MGuard product, the MGuard Coronaryhat bio-stable mesh, is
comprised of our mesh sleeve wrapped around destaisteel bare-metal stent. The current MGuardéPviersion of our
MGuard Coronary with a bio-stable mesh is comprisieaur mesh sleeve wrapped around a cobalt-chronbiare-metal stent
In comparison to a conventional bare-metal steatbalieve the MGuard Coronary with a bio-stablemp®vides protection
from embolic showers. Results of clinical trialstoe MGuard Coronary stent, including the MAGICAISCIONE and
MGuard international registry (iMOS) clinical triatlescribed below (see “Business — Comparisoniofdal Trial Results to
Date with Results Achieved Using Bare Metal or DEIgting Stents in the STEMI population” below)dinate positive
outcomes and safety measures. The results of thiagl trials for the MGuard Coronary stent sustjeigher levels of
reperfusion (blood flow through the microcirculataystem, those blood vessels which are the oslplei with a microscope)
and lower rates of 30 day and 1 year major adveast#iac events and high levels of complete ST wtienl (an indication that
heart muscle activity has returned to normal),aegared to the levels and rates of other bare-raethidrug-eluting stents.
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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 drugiefubio-absorbable mesh will offer both the congte myocardial blush
grade 3 levels and 30-day and 1-year major adenskac event rates as the MGuard Coronary witio-atable mesh, as
described above, and a comparative restenosiswateh) is the rate at which patients experiencenfdion of new blockages in
their arteries, when compared to existing drughedustents. This product is currently planned,rttyet under development.
The bio-absorbability of MGuard Coronary with agleluting bio-absorbable mesh is intended to impnapon the bio-
absorbability of other drug-eluting stents, in ligti the large surface area of the mesh and thd diaeneter of the fiber. We
intend to study whether the protective sleeve enMiGuard Coronary with a drug-eluting bio-absorkabkesh can improve
uniform distribution of the applied drug to the sekwall for improved drug therapy management caegpto other drug-
eluting stents, where the drug is distributed angtiuts only. If this intended result is achiewsth respect to the improved and
uniform distribution of the applied drug to the sebkwall, the total dosage of the medication paddigtcould be reduced whilg
increasing its efficacy. MGuard Coronary with agheluting bio-absorbable mesh is expected to prerastooth and stable
endothelial cell growth and subsequent attachneetiitet lumen of the vessel wall, which is esseftiatapid healing and
recovery. In addition, we believe bio-absorbableggeluting mesh may enable the use of more effectiug therapies that
presently cannot be effectively coated on a medakl stent due to their poor diffusion capabilitscause the drug-eluting
bio-absorbable mesh will be bio-absorbable, wecgrgte that the mesh will completely dissolve after months, which we
expect will result in fewer of the chronic longreside effects that are associated with the presehthe drug.

MGuard — Carotid Applications

We intend to market our mesh sleeve coupled wialaexpandable stent (a stent that expands withalldon dilation
pressure or need of an inflation balloon) for usedrotid-applications. This product is currenthder development. We belieye
that our MGuard design will provide substantial achages over existing therapies in treating caintiery stenosis (blockage
or narrowing of the carotid arteries), like convenal carotid stenting and endarterectomy (surgengmove blockage), giver
the superior embolic protection characteristicsyagsed in coronary arterial disease applicatioresinténd that the embolic
protection will result from the mesh sleeve, a@saps emboli at their source. In addition, we hadithat MGuard Carotid will
provide post-procedure protection against embatimdgement, which can occur immediately after @ia stenting procedur|
and is often a source of post-procedural strokéisdrbrain. Schofer, et al. (“Late cerebral emtadian after emboli-protected
carotid artery stenting assessed by sequentialsitifi-weighted magnetic resonance imagidgyirnal of American College o
Cardiology Cardiovascular Interventiond/olume 1, 2008) have also shown that the majaftthe incidents of embolic
showers associated with carotid stenting occur idiately post-procedure.

11

MGuard — Peripheral Applications

We intend to market our mesh sleeve coupled wiblfaexpandable stent (a stent that expands withalldon dilation
pressure or need of an inflation balloon) for uspéripheral applications. This product is curngnthder development.
Peripheral Artery Disease, also known as peripherstular disease, is usually characterized bytleeamulation of plague in
arteries in the legs, need for amputation of affégbints or even death, when untreated. Periplataly Disease is treated
either by trying to clear the artery of the bloc&agr by implanting a stent in the affected areputsh the blockage out of the
way of normal blood flow.

As in carotid procedures, peripheral procedureshagacterized by the necessity of controlling elictehowers both
during and post-procedure. Controlling embolic sbsais so important in these indications that ptiges often use covered
stents, at the risk of blocking branching vesgelgnsure that emboli does not fall into the bldesn. We believe that our
MGuard design will provide substantial advantagesr @xisting therapies in treating peripheral grtenosis (blockage or
narrowing of the peripheral arteries).
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Product Development and Critical Milestones

Below is a list of the products described above @urdprojected critical milestones with respectégh. As used below,
“CQ” stands for calendar quartee.,"CQ1-2013" means January 1, 2013 through Marc2813). While we currently
anticipate seeking approval from the U.S. Food@nd) Administration for all of our products in theure, we have only
outlined an estimated timetable to seek U.S. Fondlrug Administration approval for our MGuard Coaoy plus with bio-
stable mesh product in our current business plaa.ute of the term “to be determined” in the tddgllow with regard to certali
milestones indicates that the achievements of mildstones is unable to be accurately predictesiels milestones are too far
in the future.

=]

Start European FDA
Product Indication Development CE Mark Union Sales Approval U.S. Sales
MGuard Coronary Plus Bypass/ 2005 Oct. 2007 CQ1-2008 CQ4-2015 2016
Bio-Stable Mesh Coronary
MGuard Peripheral Plus BidReripheral CQ1-2011 CQ1-2013 To be To be To be
Stable Mesh Arteries determined determined determined
MGuard Carotid Plus Carotid CQ1-2011 CQ1-2013 To be To be To be
Bio-Stable Mesh Arteries determined determined determined
MGuard Coronary Plus Bypass/ To be To be To be To be To be
Bio-Absorbable Coronary  determined determined determined determined determined

Drug-Eluting Mesh

With respect to MGuard Carotid with bio-stable mesa have determined that the expected commencesfisates in the
European Union cannot be accurately predicted sirchave delayed the development of this produtit asiditional funding
for its development is secured.

We anticipate that our MGuard Coronary with bidstgamesh will be classified as a Class |ll meddmlice by the U.S.
Food and Drug Administration.

Growth Strategy

Our primary business objective is to utilize ousgmietary technology to become the industry stashflartreatment of acute
coronary syndromes and to provide a superior swiutt the common acute problems caused by curremiirsg procedures,
such as restenosis, embolic showers and late tlosisibVe are pursuing the following business sjiatein order to achieve
this objective.

e Successfully commercialize MGuard Coronary with biestable mesh. We have begun commercialization of
MGuard Coronary with a bio-stable mesh in Europgsdra, Asia and Latin America through our distrisutetwork
and we are aggressively pursuing additional regjisins and contracts in other countries such asads South Korea,
Belgium, the and certain smaller countries in L#&tmerica. By the time we begin marketing this prcida the United
States, we expect to have introduced the MGuardr@oy technology to clinics and interventional dalaists around
the world, and to have fostered brand name redograind widespread adoption of MGuard Coronary.pléa to
accomplish this by participating in national antemational conferences, conducting and sponsatinigal trials,
publishing articles in scientific journals, holdifaral training sessions and conducting electraméclia campaigns.

e Successfully develop the next generation of MGuarstents. While we market our MGuard Coronary with bio-$éalp
mesh, we intend to develop the MGuard Coronary withug-eluting mesh. We are also working on ouridi@ stents
for peripheral and carotid, for which we expech&ve CE Mark approval by the first calendar quaste2013. In
addition, we released our cobalt-chromium versibGuard Coronary, MGuard Prime, in 2010, which aveicipate
will replace the original stainless steel-basedioer of MGuard Coronary over the next few years.

« Continue to leverage MGuard technology to developdalitional applications for interventional cardiologists and
vascular surgeons. In addition to the applications described above believe
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Risks Associated with Our Business

Our ability to operate our business and achievegoafs and strategies is subject to numerous aisklscussed more fully,
in the section titled “Risk Factors,” including,thout limitation:

that we will eventually be able to utilize our prigpary technology to address imminent market néedsew product
innovations to significantly improve patients’ cavée are securing intellectual property rights gginr mesh
technology in the areas of brain aneurism, tredtifigrcated blood vessels and a new concept cdldisbtective
devices. We believe these areas have large gravigimggal given, in our view, that present solutians far from
satisfactory, and there is a significant demandf#iter patient care. We believe that our patemd,patent application
once allowed, can be put into practice and that tié drive our growth at a later stage.

Work with world-renowned physicians to build awareress and brand recognition of MGuard portfolio of
products. We intend to work closely with leading cardiolstgito evaluate and ensure the efficacy and sefetyr
products. We intend that some of these promineysipians will serve on our Scientific Advisory Bdawhich is our
advisory committee that advises our board of dimesctand run clinical trials with the MGuard Corona/Ne believe
these individuals, once convinced of the MGuardo@ary's appeal, will be invaluable assets in featilng the
widespread adoption of the stent. In addition, Ve@ po look to these cardiologists to generateutaish scientific dai
on the use of our products, and to present thadirfgs at various conferences they attend. Dr. gW¥gStone, director
of Cardiovascular Research and Education at thée€C#or Interventional Vascular Therapy of New Yd&kesbyterian
Hospital/Columbia University Medical Center and tieedirector of Medical Research and Educationtes T
Cardiovascular Research Foundation is the studyrcha for the MASTER Trial. Dr. Donald Cutlip, Exdove
Director of Clinical Investigation at the HarvardirGcal Research Institute, will provide scientifeadership of the U.S.
Food and Drug Administration trials and Dr. Stori# &ct as principal investigator. On October 4120InspireMD
Ltd., our wholly-owned subsidiary, entered intdiaical trial services agreement with Harvard Giali Research
Institute, Inc., pursuant to which Harvard Clini€egsearch Institute, Inc. will conduct a study teedi“MASTER || —
MGuard Stent System Clinical Trial in Patientshvtcute Myocardial Infarction” on our behalf. Wellday Harvard
Clinical Research Institute, Inc, Cardio Researotirfelations (CRF), as a core laboratory, and MedPéssational, ag
our European monitoring group, an estimated aggedfiga of approximately $15 million for conductithg study,
subject to adjustment dependent upon changes sctie and nature of the study, as well as othss ¢o be
determined by the parties.

Continue to protect and expand our portfolio of paents. Our patents and their protection are criticabtio success.
We have filed nine separate patent applications@io™MGuard technology in the United States (intigdone that is
still in the Patent Cooperation Treaty internatigetease) and corresponding patent applicationsaima@a, China,
Europe, Israel, India, and South Africa. We belithese patents and patent applications collectiwlyer all of our
existing products, and may be useful for protectingfuture technology developments. We intendotatioue patentin
new technology as it is developed, and to actipelssue any infringement covered by any of our gatéro date, we
have secured patent protection in each of the Ui8tates, South Africa and China for one paterd.“Besiness —
Intellectual Property — Patents.”

our history of recurring losses and negative dlsiis from operating activities, significant fusicommitments and thd
uncertainty regarding the adequacy of our liquitiitypursue our complete business objectives;

our ability to complete clinical trials as antiated and obtain and maintain regulatory apprdealeur products;
our ability to adequately protect our intelledtpeoperty;

the risk that one or more third parties mighegdl violation of their intellectual property riglitsa way that hinders or
prevents commercialization of our products;
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« our dependence on a single manufacturing fagilitst our ability to comply with stringent manufaatg quality
standards and to increase production as necessary;

« the risk that the data collected from our curigemd planned clinical trials may not be sufficiemtiemonstrate that the
MGuard technology is an attractive alternativettteo procedures and products;

e intense competition in our industry, with compa$ having substantially greater financial, tedbgiral, research and
development, regulatory and clinical, manufacturimgrketing and sales, distribution and persoresdurces than we
do;

« entry of new competitors and products and paaétechnological obsolescence of our products;
» loss of a key customer or supplier;

e technical problems with our research and prodactspotential product liability claims;

* adverse economic conditions;

» adverse federal, state and local government a¢igul in the United States, Europe or Israel;

e price increases for supplies and components;

e inability to carry out research, development aathmercialization plans; and

* loss or retirement of key executives and resesgc@ntists.

Corporate and Other Information

We were organized in the State of Delaware on Felr29, 2008 as Saguaro Resources, Inc. to engdbe acquisition,
exploration and development of natural resourcgentges. On March 28, 2011, we changed our nanme f@aguaro
Resources, Inc.” to “InspireMD, Inc.”

Our principal executive offices are located at 4nblat Hamaor St., Tel Aviv, Israel 67448. Our télepe number is 972-3
691-7691. Our website addressviww.inspire-md.comInformation accessed through our website is matriporated into this
prospectus and is not a part of this prospectus.
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The Offering @

Common stock offered by the Company: 7,246,377 shares (or 8,333,334 shares if the
underwriters exercise in full their overallotment

option to purchase additional shar&s)

Common stock to be outstanding after this offering: 25,090,121 shares (or 26,177,078 shares if the
underwriters exercise in full their overallotment

option to purchase additional shargs)

Use of proceeds: We intend to use the net proceeds of this offeting
support the worldwide commercialization of
MGuard in acute myocardial infarction and pursue
FDA approval in the United States, to redeem our
convertible debentures and for general corporate
purposes. See “Use of Proceeds” beginning on page
32 of this prospectus.

Risk factors: You should carefully consider the information set
forth in this prospectus and, in particular, the
specific factors set forth in the “Risk Factors”
section beginning on pade of this prospectus
before deciding whether or not to invest in shafes
our common stock.

OTC Bulletin Board symbol: NSPR

Proposed symbol and listing: We have applied for to list our shares of common
stock on the Nasdaqg Capital Market under the
symbol “NSPR.”

(1) All share amounts are adjusted for the antteip@ne-for-four reverse stock split that is expedb occur the day
immediately following the effectiveness of the stgation statement of which this prospectus isra pa

The number of shares of common stock outstanditey tfis offering is based on 17,843,744 sharestautling on
November 6, 2012 and excludes:

1,953,712 shares of common stock issuable upexhrcise of currently outstanding warrants withkegercise price of
$7.20 per share;

637,500 shares of common stock issuable upoaxteeise of currently outstanding warrants witreaarcise price of
$6.00 per share;

57,976 shares of common stock issuable uponxieise of currently outstanding warrants with &areise price of
$4.93 per share;

1,750,510 shares of common stock issuable upwndhversion of our senior secured convertible dielves due April
5, 2014;

3,024,010 shares of common stock issuable upmestarcise of currently outstanding options withreise prices
ranging from $0.004 to $10.40 and having a weiglategtage exercise price of $4.68 per share; and

1,685,636 shares of common stock available faréiissuance under our 2011 UMBRELLA Option Plan.

Unless otherwise stated, all information contaiimethis prospectus assumes:

no exercise of the overallotment option grantethe underwriters; and

other than share and per share information inconsolidated financial statements and the relatges thereto, a one-
for-four reverse stock split in order to comply lwihe listing requirements of
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the Nasdaq Capital Market. Such reverse stockwpliid immediately increase our stock price. Initidd, such
reverse stock split would reduce the number ofeshaf common stock outstanding and may affectitjugdity of our
common stock. The reverse stock split is expeaexteur the day immediately following the effectiess of the
registration statement of which this prospectuss pgrt.

(2) Based on an assumed offering price of $5.5Zpare (which is the last reported sales priceuoftommon stock on
November 6, 2012, as adjusted for the-for-four reverse stock split described above)dudlition, these share amounts d
not take into account the issuance of any additisinares of common stock to the investors in ourdd&1, 2011 financing
that would result in the event that the actualrirfifg price in this offering is below $6.00 per shaBased on the assumed
offering price of $5.52 per share, we would be nemglito issue 46,521 additional shares to thesesitovs. See “Risks
Related to Our Organization, Our Common Stock amd Dffering — Should we issue shares in this affgat a price
below $6.00 per share it will result in the issumn€ additional shares, without any new considenatio the investors in ou
March 31, 2011 financing.”
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The following summary consolidated financial datawdd be read in conjunction with the consolidédtaedncial statements
and the related notes thereto and the sectiodezhtManagement’s Discussion and Analysis of FinanCondition and Resulf
of Operations” included elsewhere in this prospecline balance sheet data at June 30, 2012 asthtkenent of operations
data for the six months ended June 30, 2012 arida@dbe years ended December 31, 2011, 2010 abe@i t28ve been derived
from the audited consolidated financial statemémtsuch years, included in this prospectus. THerlzz sheet data at
September 30, 2012 and the statement of operatatasfor the three months ended September 30, 2812011 have been
derived from the unaudited consolidated finandialesnents for such periods, included in this progpe

The historical share and per share amounts sétlbetow reflect the anticipated one-for-four reeestock split of our
common stock that is expected to occur the day idimtely following the effectiveness of the regisiva statement of which

this prospectus is a part.

Summary Consolidated Financial Data

Summary of Operations Data

Three Months

Ended
. Year Ended December 31, September 30,
Six Months
Ended 2012 2011
June 30, 2012 2011 2010 2009 (unaudited) (unaudited)
(amounts in thousands, except per share and pageedata)

Revenues $ 2,071 $ 6,00 $ 4,94¢ % 3,411 50¢ $ 1,98¢
Cost of revenues $ 1377 % 3,011 % 2,69 $ 2291 $ 23C % 801
Gross profit (loss) $ 694 $ 2,99 $ 2,25 % 1,12 $ 27¢ % 1,18¢
Gross margin 34% 50% 46% 33% 55% 6C%
Total operating

expenses $ 785. $ 16,72: $ 5,47: 3837 % 3,56 $ 3,33t
Net loss $ (7,08) $ (14,669 $ (3,420 $ (2,729 % (7,500 $ (2,287
Net loss per shar

basic and diluted $ 042 $ (095 $ (0.28) $ (0.25) $ 049 $ (0.19
Weighted average

number of ordinary

shares used in

computing net loss

per share basic ani

diluted 17,044,22 15,359,92 12,308,63 11,914,71 17,074,23 16,075,17
As adjusted?) net loss

per share basic ani

diluted (Unaudited) $ 0.7 $ 0.9y % 0.2 % 0.29) % 039 $ (0.1¢)
As adjusted?

weighted average

number of ordinary

shares used

computing net loss

per share basic ani

diluted (Unaudited) 18,153,11 15,359,92 12,308,63 11,914,71 19,448,58 16,075,17

(1) The unaudited as adjusted amounts give efeatit receipt of the net proceeds from the salesin this offering, after
deducting estimated underwriting discounts and csions and estimated offering expenses payablesand the
application of the net proceeds we will receiverirthis offering to redeem the convertible debergtuas described in “Useg

of Proceeds.”
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Balance Sheet Data
September 30, 2012

(unaudited)

Actual As adjusted®
Cash and cash equivalents $ 8,297 $ 31,89
Restricted cash $ 37 % 37
Working capital? $ 8611 $ 32,20
Total assets $ 1361t $ 36,33
Long-term liabilities $ 11,00¢ $ 5,37¢
Equity (capital deficiency) $ (75¢) $ 27,59

(1) The unaudited as adjusted amounts give effectit receipt of the net proceeds from the salaiy this offering, after
deducting estimated underwriting discounts and csions and estimated offering expenses payables fand the
application of the net proceeds we will receivenfrihis offering to redeem the convertible deberstuas described in “Use)

of Proceeds.”
(2) Working capital is equal to the difference beéw total current assets and total current ligslit

11
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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 information set forth in this ppectus before deciding to invest in shares of @mmon stock. If any of the
events or developments described below occur, usinbss, financial condition or results of operasaould be negatively
affected. In that case, the trading price of oumeoon stock could decline, and you could lose afiast of your investment in
our common stock.

Risks Related to Our Business

The report of our independent registered public acaiting firm contains an explanatory paragraph as pur ability to
continue as a going concern, which could preventfasm obtaining new financing on reasonable terms at all.

Because we have had recurring losses and negateflows from operating activities and have sigaift future
commitments, substantial doubt exists regardingadility to remain in operation at the same levelave currently performing.
Further, the report of Kesselman & Kesselman C3$>(Isr.), our independent registered public acdagrfirm, with respect to
our financial statements at June 30, 2012, Decefthe2011 and 2010, and for the six month periatedrjune 30, 2012, and
the years ended December 31, 2011, 2010 and 200&irc® an explanatory paragraph as to our potengaility to continue as
a going concern. Additionally, this may adversdfget our ability to obtain new financing on reaabte terms or at all.

We have a history of net losses and may experientere losses.

To date, we have experienced net losses. A sukmtpattion of the expenses associated with ourufaoturing facilities
are fixed in nature (i.e., depreciation) and welluce our operating margin until such time, if e@asrwe are able to increase
utilization of our capacity through increased saiesur products. The clinical trials necessargupport our anticipated growth
will be expensive and lengthy. In addition, ouagtgic plan will require a significant investmemtiinical trials, product
development and sales and marketing programs, whahnot result in the accelerated revenue groldhwe anticipate.
Furthermore, we have significant future commitmenitl respect to our convertible debentures. Simeexpect to continue
incurring negative cash flows from operations antight of the potential cash expenditures that inayequired to satisfy our
convertible debentures, there can be no assurhatee will ever generate sufficient revenues toobee profitable.

We expect to derive our revenue from sales of ouBlird stent products and other products we may dgpelf we fail
to generate revenue from this source, our resulfoperations and the value of our business wouldraterially and
adversely affected.

We expect our revenue to be generated from salesrdflGuard stent products and other products wge deaelop. Future
sales of these products, if any, will be subjed¢htreceipt of regulatory approvals and commegia market uncertainties that
may be outside our control. If we fail to genersiteh revenues, our results of operations and tive wd our business and
securities would be materially and adversely aéféct

If we are unable to obtain and maintain intellectlaroperty protection covering our products, othargy be able to
make, use or sell our products, which would advéysaffect our revenue.

Our ability to protect our products from unauthedaor infringing use by third parties depends sariglly on our ability to
obtain and maintain valid and enforceable pate&itsilarly, the ability to protect our trademarkhitg might be important to
prevent third party counterfeiters from selling pqaality goods using our designated trademarld#treames. Due to evolving
legal standards relating to the patentability,difiand enforceability of patents covering medavices and pharmaceutical
inventions and the scope of claims made under thamts, our ability to enforce patents is undedad involves complex
legal and factual questions. Accordingly, rightslemany of our pending patent applications andmiat@ay not provide us
with commercially meaningful protection for our grects or may not afford a commercial advantageragaiur competitors or
their competitive products or processes. In additgatents may not be issued from any pendingtardipatent applications
owned by or licensed to us, and moreover,

12
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patents that may be issued to us now or in thedutay not be valid or enforceable. Further, e¥&alid and enforceable, our
patents may not be sufficiently broad to prevehert from marketing products like ours, despitepatent rights.

The validity of our patent claims depends, in pantwhether prior art references exist that desasiorender obvious our
inventions as of the filing date of our patent &matlons. We may not have identified all prior auch as U.S. and foreign
patents or published applications or publishedndifie literature, that could adversely affect {hatentability of our pending
patent applications. For example, some materiateefces may be in a foreign language and may natbevered during
examination of our patent applications. Additiopapatent applications in the United States arentaaied in confidence for up
to 18 months after their filing. In some cases, éeev, patent applications remain confidential | thS. Patent and Trademark
Office for the entire time prior to issuance as.& \patent. Patent applications filed in countaetside the United States are not
typically published until at least 18 months frameit first filing date. Similarly, publication ofistoveries in the scientific or
patent literature often lags behind actual discegeiTherefore, we cannot be certain that we wezditst to invent, or the first
to file patent applications relating to, our ststhnologies. In the event that a third party Hes filed a U.S. patent application
covering our stents or a similar invention, we rhaye to participate in an adversarial proceedingwn as an interference,
declared by the U.S. Patent and Trademark Offiaetermine priority of invention in the United $at It is possible that we
may be unsuccessful in the interference, restuitirgloss of some portion or all of our positiortte United States. The laws
of some foreign jurisdictions do not protect intetiual property rights to the same degree as ibttieed States, and many
companies have encountered significant difficulteprotecting, enforcing, and defending such sghtcertain foreign
jurisdictions. If we encounter such difficultiesane otherwise precluded from effectively protegtour intellectual property
rights in any foreign jurisdictions, our businesegpects could be substantially harmed.

We may initiate litigation to enforce our paterghts on any patents issued on pending patent agipls, which may
prompt adversaries in such litigation to challetigevalidity, scope, ownership, or enforceabilifyoar patents. Third parties
can sometimes bring challenges against a patedéhtu resolve these issues, as well. If a cowideés that any such patents
are not valid, not enforceable, not wholly owneduy or are of a limited scope, we may not haveitid to stop others from
using our inventions. Also, even if our patent tigare determined by a court to be valid and eefite, they may not be
sufficiently broad to prevent others from marketprgducts similar to ours or designing around atepts, despite our patent
rights, nor do they provide us with freedom to gpemunimpeded by the patent and other intellegiragerty rights of others
that may cover our products.

We also rely on trade secret protection to pratectinterests in proprietary know-how and for psses for which patents
are difficult to obtain or enforce. We may not lieato protect our trade secrets adequately. litiaddwe rely on non-
disclosure and confidentiality agreements with eappés, consultants and other parties to protegiit) trade secrets and
other proprietary technology. These agreementshedyeached and we may not have adequate remedisyf breach.
Moreover, others may independently develop equitgleoprietary information, and third parties maleywise gain access to
our trade secrets and proprietary knowledge. Aegldsure of confidential data into the public domaii to third parties could
allow competitors to learn our trade secrets amdtlis information in competition 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 gtiowould be limited and our business could be hawcne

We currently manufacture our MGuard stent at oailifees in Tel Aviv, Israel, and we have contratteith QualiMed
Innovative Medizinprodukte GmbH, a German manufias{Lto assist in production. If there were a diian to our existing
manufacturing facility, we would have no other meahmanufacturing our MGuard stent until we wdskedo restore the
manufacturing capability at our facility or develalbernative manufacturing facilities. If we wenealble to produce sufficient
guantities of our MGuard stent for use in our coti@nd planned clinical trials, or if our manufaatg process yields
substandard stents, our development and commeatial efforts would be delayed.
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We currently have limited resources, facilities axgerience to commercially manufacture our prodacdidates. In order
to produce our MGuard stent in the quantities Wagnticipate will be required to meet anticipatearket demand, we will
need to increase, or “scale up,” the productiore@ss by a significant factor over the current l@fgdroduction. There are
technical challenges to scaling-up manufacturirgacty, and developing commercial-scale manufaogufacilities will
require the investment of substantial funds anihdpiand retaining additional management and teethpiersonnel who have
the necessary manufacturing experience. We magunaessfully complete any required scale-up imel§i manner or at all. If
unable to do so, we may not be able to producé/tauard stent in sufficient quantities to meet tequirements for the launch
of the product or to meet future demand, if atlalive develop and obtain regulatory approval for BGuard stent and are
unable to manufacture a sufficient supply of our \4@l stent, our revenues, business and finan@appcts would be
adversely affected and we may suffer reputatioaaih which could further adversely affect our raxes business and
financial prospects. In addition, if the scaledpupduction process is not efficient or produceststéhat do not meet quality
and other standards, our future gross margins raeljné. Also, our current and planned personnetesys, procedures and
controls may not be adequate to support our aatiegbgrowth. If we are unable to manage our graffictively, our business
could be harmed.

Additionally, any damage to or destruction of oet Aviv facilities or its equipment, prolonged pawaitage or
contamination at our facility would significantlgnpair our ability to produce MGuard stents.

Finally, the production of our MGuard stent mustwcin a highly controlled, clean environment tonimize particles and
other yield and quality-limiting contaminants. Ipite of stringent quality controls, weaknessesrotpss control or minute
impurities in materials may cause a substantiatgrgage of defective products in a lot. If we amahle to maintain stringent
quality controls, or if contamination problems atisur clinical development and commercializati€iores could be delayed,
which would harm our business and results of opeTat

The U.S. Food and Drug Administration may not apw® our investigational device exemption applicatifor a pivotal
trial of our MGuard Coronary with bio-stable meshyhich would prevent us from conducting our clinicatials in the
United States, and even if the U.S. Food and Drudninistration does grant such approval, our clinicaials may be
more costly and burdensome than we currently araie, which would limit or delay our ability to coptete clinical trials
and ultimately market our MGuard Coronary with bistable mesh in the United States.

In connection with our efforts to seek approvabof MGuard Coronary with bio-stable mesh by the. &d and Drug
Administration, we filed an investigational devieeemption application with the U.S. Food and Drudpnistration during the
summer of 2012 to conduct a pivotal trial. On Aug2& 2012, the U.S. Food and Drug Administratesued us a letter
disapproving our investigational device exemptippleation due to insufficient data to support thigiation of a human
clinical study. More specifically, the U.S. Foodddbrug Administration cited nhumerous deficiencie®ur application which
may require, amongst other things, new and/or tepeasting in order to resolve. There can be sarasice that we will be
able to resolve these deficiencies and secure aglpobour investigational device exemption appima from the U.S. Food
and Drug Administration. If the U.S. Food and DAdministration does not approve our investigatictelice exemption
application, we would be unable to conduct a pivial of our MGuard Coronary with bio-stable mesereby preventing us
from marketing MGuard Coronary with bio-stable masthe United States. Not being able to market M@LCoronary with
bio-stable mesh in the United States would havadwmerse effect on our business. Moreover, evereift.S. Food and Drug
Administration approves an investigational devigeraption application to conduct a pivotal triak ttlinical study we conduct
may have unanticipated complications and delayy, meamore costly than we currently anticipate, andiay fail to achieve
the primary or secondary endpoints. The U.S. FoabZrug Administration may approve our investigaéibdevice exemption
application with conditions relating to the scopelesign of our clinical trials for which we havetiplanned. These conditions
may require us to collect additional data, enralrenpatients, spend more time and expend more nasothan we currently
anticipate, and these conditions may make a clitiizd in the United States more costly and tinoeguming than we currently
plan. Any unanticipated costs and length of U.Biadl trials, along with our failure to
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achieve primary or secondary endpoints would défaygt prevent, our ability to market our MGuardr@nary with bio-stable
mesh in the United States, which would harm ouirass.

Clinical trials necessary to support a pre-markgi@oval application will be lengthy and expensivedawill require the
enroliment of a large number of patients, and suila patients may be difficult to identify and redtuAny such delay or
failure of clinical trials could prevent us from ammercializing our stent products, which would maigy and adversely
affect our results of operations and the value afrdusiness.

Clinical trials necessary to support a pre-markgtraval application to the U.S. Food and Drug Adsthation for our
MGuard stent will be expensive and will require émeoliment of a large number of patients, andcaslét patients may be
difficult to identify and recruit, which may cauaedelay in the development and commercializatioousfproduct candidates.
Clinical trials supporting a pre-market approvaplégations for the Cypher stent developed by Johr&dohnson and the
Taxus Express2 stent developed by Boston Scie@iiporation, which were approved by the U.S. Faod Drug
Administration and are currently marketed, involypadient populations of approximately 1,000 an®Q@,3espectively, and a
12-month follow up period. In some trials, a greaiember of patients and a longer follow up peritaly be required. The U.S.
Food and Drug Administration may require us to sitilol@ta on a greater number of patients or fomgéw follow-up period
than those for pre-market approval applicationgierCypher stent and the Taxus Express2 sterenPatrollment in clinical
trials and the ability to successfully completeguattfollow-up depends on many factors, including size of the patient
population, the nature of the trial protocol, theximity of patients to clinical sites, the elidiby criteria for the clinical trial
and patient compliance. For example, patients neagidcouraged from enrolling in our clinical tridfishe trial protocol
requires them to undergo extensive post-treatmaepures or follow-up to assess the safety ancheff of our products, or
they may be persuaded to participate in contemeaaclinical trials of competitive products. Irdébn, patients
participating in our clinical trials may die befazempletion of the trial or suffer adverse medmatnts unrelated to or related
to our products. Delays in patient enrollment diufa of patients to continue to participate inliaical trial may cause an
increase in costs and delays or result in therfaibdi the clinical trial.

In addition, the length of time required to comelelinical trials for pharmaceutical and medicalide products varies
substantially according to the degree of regulatind the type, complexity, novelty and intendedafse product, and can
continue for several years and cost millions ofatsl The commencement and completion of clini¢alst for our products
under development may be delayed by many facteckjding governmental or regulatory delays and gkarin regulatory
requirements, policy and guidelines or our inapiit the inability of any potential licensee to méacture or obtain from third
parties materials sufficient for use in preclinisaidies and clinical trials.

Physicians may not widely adopt the MGuard steniess they determine, based on experience, long-telinmical data
and published peer reviewed journal articles, thae use of the MGuard stent provides a safe ancefifve alternative to
other existing treatments for coronary artery dissa

We believe that physicians will not widely adope tMGuard stent unless they determine, based orrierpe, long-term
clinical data and published peer reviewed journitias, that the use of our MGuard stent providesfe and effective
alternative to other existing treatments for corgraatery disease, including coronary artery bygaagting balloon
angioplasty, bare-metal stents and other drugregjigients, provided by Johnson & Johnson, Bost@ngfic Corporation,
Medotronic Inc., Abbott Laboratories and others.

We cannot provide any assurance that the datactediérom our current and planned clinical trialf tne sufficient to
demonstrate that the MGuard stents are an atteaaliernative to other procedures. If we fail tondestrate safety and efficacy
that is at least comparable to other drug-eluttegts or bare-metal stents that have receivedatmgylapproval and that are
available on the market, our ability to succesgfalarket the MGuard stent will be significantly Ited. Even if the data
collected from clinical studies or clinical experée indicate positive results, each physician'saaxperience with our
MGuard stent will vary. Clinical trials conductedtivthe MGuard Coronary stent have involved procedyerformed by
physicians who are technically proficient and dghivolume stent users. Consequently, both shom-gnd long-term
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results reported in these clinical trials may lgmgicantly more favorable than typical resultspoécticing physicians, which
could negatively affect rates of adoptions of ourdpicts. We also believe that published per-revikjoarnal articles and
recommendations and support by influential physagigegarding our MGuard Coronary stent will be imbgat for market
acceptance and adoption, and we cannot assurdgbwe will receive these recommendations and stippothat supportive
articles will be published.

In addition, currently, physicians consider drugtielg stents to be the industry standard for treatnof coronary artery
disease. While we believe that the MGuard Corossegt is a safe and effective alternative, it isandrug-eluting stent, which
may further hinder its support and adoption by digss.

Our products are based on a new technology, andhaee only limited experience in regulatory affairgshich may affect
our ability or the time required to navigate compleegulatory requirements and obtain necessary ré&gary approvals, if
such approvals are received at all. Regulatory gsl@r denials may increase our costs, cause u®se Irevenue and
materially and adversely affect our results of opéions and the value of our business.

Because our products are new and long-term sucoeasures have not been completely validated, regylagencies,
including the U.S. Food and Drug Administration,yntake a significant amount of time in evaluatingguct approval
applications. For example, there are currently sgvaethods of measuring restenosis and we domaw kvhich of these
metrics, or combination of these metrics, will lomsidered appropriate by the U.S. Food and DrugiAdtnation for
evaluating the clinical efficacy of stents. Treattsemay exhibit a favorable measure using oneaxfdhmetrics and an
unfavorable measure using another metric. Any chamghe accepted metrics may result in reconfigomaof, and delays in,
our clinical trials. Additionally, we have only lited experience in filing and prosecuting the aggilons necessary to gain
regulatory approvals, and our clinical, regulatang quality assurance personnel are currently ceetpof only 9 employees.
As a result, we may experience delays in conneetitin obtaining regulatory approvals for our protic

In addition, the products we and any potentialigees license, develop, manufacture and marksuaject to complex
regulatory requirements, particularly in the Unittates, Europe and Asia, which can be costly iameltonsuming. There can
be no assurance that such approvals will be gramtedtimely basis, if at all. Furthermore, thea@ be no assurance of
continued compliance with all regulatory requiretsemecessary for the manufacture, marketing areda$ahe products we will
offer in each market where such products are egpectbe sold, or that products we have commezeiiwill continue to
comply with applicable regulatory requirementsa jovernment regulatory agency were to concludevtbavere not in
compliance with applicable laws or regulations, dgency could institute proceedings to detain meseur products, issue a
recall, impose operating restrictions, enjoin fatuiolations and assess civil and criminal pensktigainst us, our officers or
employees and could recommend criminal proseculiarthermore, regulators may proceed to ban, arasithe recall, repair,
replacement or refund of the cost of, any devicaufectured or sold by us. Furthermore, there camobassurance that all
necessary regulatory approvals will be obtainedHermanufacture, marketing and sale in any markaty new product
developed or that any potential licensee will depalsing our licensed technology.

Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply witongoing regulatory
requirements, or if we experience unanticipated ptems with our products, these products could béjsat to
restrictions or withdrawal from the market.

Any product for which we obtain marketing approwathe United States, along with the manufactupracesses, post-
approval clinical data and promotional activities $uch product, will be subject to continual rewignd periodic inspections by
the U.S. Food and Drug Administration and otheutary bodies. In particular, we and our suppligiltbe required to
comply with the U.S. Food and Drug Administratio@sality System Regulation for the manufacturewfdGuard stent,
which covers the methods and documentation of éiseyd, testing, production, control, quality assem labeling, packaging,
storage and shipping of any product for which weawbmarketing approval in the United States. Th®.Bood and Drug
Administration enforces the Quality System Regaofathrough unannounced inspections. We and owl-frarty manufacturers
and suppliers have not yet been inspected by tBefhod and Drug Administration and will have tosssfully complete
such inspections before we receive U.S. regulatory
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approval for our products. Failure by us or onewfsuppliers to comply with statutes and regutegiadministered by the U.S.
Food and Drug Administration and other regulatasdibs, or failure to take adequate response tmhsgrvations, could result
in, among other things, any of the following enfarent actions:

e warning letters or untitled letters;

« fines and civil penalties;

* unanticipated expenditures;

» delays in approving, or refusal to approve, aadpcts;

e withdrawal or suspension of approval by the Wr&d and Drug Administration or other regulatorglies;
e product recall or seizure;

« orders for physician notification or device rapagplacement or refund;
» interruption of production;

e operating restrictions;

e injunctions; and

e criminal prosecution.

If any of these actions were to occur, it couldthaur reputation and could cause our product saldsprofitability to
suffer. Furthermore, key component suppliers maynaently be or may not continue to be in comptwith applicable
regulatory requirements.

Even if regulatory approval of a product is grantethe United States, the approval may be sulbjelaiitations on the
indicated uses for which the product may be matkdfehe U.S. Food and Drug Administration deteras that our
promotional materials, training or other activit@mstitutes promotion of an unapproved use, itccoeguest that we cease or
modify our training or promotional materials or fdi us to regulatory enforcement actions. It #balossible that other
federal, state or foreign enforcement authoritigghintake action if they consider our training ¢ihher promotional materials to
constitute promotion of an unapproved use, whialicceesult in significant fines or penalties undérer statutory authorities,
such as laws prohibiting false claims for reimboreat.

Moreover, any modification to a device that hagieed U.S. Food and Drug Administration approval ttould
significantly affect its safety or effectivenesstloat would constitute a major change in its ideshuse, design or manufacture,
requires a new approval from the U.S. Food and Raministration. If the U.S. Food and Drug Admim&ton disagrees with
any determination by us that new approval is nqtired, we may be required to cease marketing cedall the modified
product until approval is obtained. In addition, eeild also be subject to significant regulatone§ or penalties.

Additionally, we may be required to conduct cogtbst-market testing and surveillance to monitorséikety or efficacy of
our products, and we will be required to reporteade events and malfunctions related to our predueter discovery of
previously unknown problems with our products, utithg unanticipated adverse events or adverse £eéninanticipated
severity or frequency, manufacturing problems ailufe to comply with regulatory requirements, sashQuality System
Regulation, may result in restrictions on such prtsl or manufacturing processes, withdrawal oftfeelucts from the market,
voluntary or mandatory recalls, fines, suspensifaregulatory approvals, product seizures, injungdior the imposition of civil
or criminal penalties.

Further, healthcare laws and regulations may chaiggéficantly in the future. Any new healthcarevaor regulations may
adversely affect our business. A review of our bess by courts or regulatory authorities may reswdtdetermination that
could adversely affect our operations. In addititwe, healthcare regulatory environment may changeway that restricts our
operations.
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Failure to obtain regulatory approval in foreign jusdictions will prevent us from marketing our pragtts in such
jurisdictions.

We intend to market our products in internationarkets. In order to market our products in otheeiffn jurisdictions, we
must obtain separate regulatory approvals frometlodgained in the United States and Europe. Theoappprocedure varies
among countries and can involve additional testamgl the time required to obtain approval may dffifem that required to
obtain CE Mark or U.S. Food and Drug Administratapproval. Foreign regulatory approval processesimadude all of the
risks associated with obtaining CE Mark or U.S. dFaad Drug Administration approval in addition tber risks. We may not
obtain foreign regulatory approvals on a timelyiga$ at all. CE Mark does not ensure approvatdxyulatory authorities in
other countries. We may not be able to file forutatpry approvals and may not receive necessamosagls to commercialize
our products in certain markets.

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

The medical device market is highly competitive. ¥denpete with many medical service companies irlthiged States
and internationally in connection with our currendduct and products under development. We faceetition from
numerous pharmaceutical and biotechnology compamigae therapeutics area, as well as competitiom facademic
institutions, government agencies and researchutishs. When we commercialize our products, wpeet to face intense
competition from Cordis Corporation, a subsidiafyehnson & Johnson, Boston Scientific Corporat®oidant, Medtronic,
Inc., Abbott Vascular Devices, Terumo and otherestf our current and potential competitors, idalg but not limited to
those listed above, have, and will continue to haubstantially greater financial, technologicakegarch and development,
regulatory and clinical, manufacturing, marketimgl sales, distribution and personnel resourceswhado. There can be no
assurance that we will have sufficient resourcesutwessfully commercialize our products, if anégwthey are approved for
sale. The worldwide market for stent products @rabterized by intensive development efforts apitihg advancing
technology. Our future success will depend largglgn our ability to anticipate and keep pace withse developments and
advances. Current or future competitors could dgvelternative technologies, products or matetfeds are more effective,
easier to use or more economical than what we ypatential licensee develop. If our technologieprducts become
obsolete or uncompetitive, our related productssatel licensing revenue would decrease. This wioaNe a material adverse
effect on our business, financial condition andiitsof operations.

We may become subject to claims by much larger batter capitalized competitors seeking to invalielaur intellectual
property or our rights thereto.

Based on the prolific litigation that has occurmedhe stent industry and the fact that we may @osempetitive threat to
some large and well-capitalized companies that omgontrol patents relating to stents and their msnufacture and delivery,
we believe that it is possible that one or moredtparties will assert a patent infringement claigainst the manufacture, use or
sale of our MGuard stent based on one or moreesktipatents. It is also possible that a lawsuérisg patent infringement,
misappropriation of intellectual property, or reldtclaims may have already been filed against wghath we are not aware. A
number of stent-related patents are owned by ageland well-capitalized companies that are agtarécipants in the stent
market. As the number of competitors in the steatket grows, the possibility of patent infringembwgtus, and/or a patent
infringement or misappropriation claim againstinsreases.

These companies have maintained their positioha@mtarket by, among other things, establishingdléuial property
rights relating to their products and enforcingstheights aggressively against their competitocsreaw entrants into the
market. All of the major companies in the stent ealdted markets, including Boston Scientific Cagiimn, Johnson &
Johnson and Medtronic, Inc., have been repeatadghied in patent litigation relating to stentscgrat least 1997. The stent
and related markets have experienced rapid tecfivalochange and obsolescence in the past, ancboypetitors have strong
incentives to stop or delay the introduction of naeducts and technologies. We may pose a competitreat to many of the
companies in the stent and related markets. Aceglgli many of these companies will have a strorgiive to take steps,
through patent litigation or otherwise, to prevestfrom commercializing our products.

18




TABLE OF CONTENTS

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

We depend on outside suppliers for certain raw rigdge These raw materials or components may nedys be available at
our standards or on acceptable terms, if at adl ve& may be unable to locate alternative supptieproduce necessary
materials or components on our own.

Some of the components of our products are cuyr@ntivided by only one vendor, or a single-sourggptier. We depend
on QualiMed Innovative Medizinprodukte GmbH, whitlanufactures the body of the stent, MeKo Laserktrah
Materialbearbeitung for the laser cutting of thenst Natec Medical Ltd. for the supply of cathetamsgl Biogeneral Inc. for the
fiber. We may have difficulty obtaining similar cponents from other suppliers that are acceptabtfestd).S. Food and Drug
Administration or foreign regulatory authoritiegtibecomes necessary.

If we have to switch to a replacement supplierwileface additional regulatory delays and the intetion of the
manufacture and delivery of our MGuard stent foeatended period of time, which would delay conmipleof our clinical
trials or commercialization of our products. In didd, we will be required to obtain prior regulagapproval from the U.S.
Food and Drug Administration or foreign regulatamthorities to use different suppliers or composénat may not be as safe
or as effective. As a result, regulatory approawr products may not be received on a timelydasiat all.

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

We may be exposed to product liability claims basedhe use of any of our products, or producteriparating our
licensed technology, in clinical trials. We maycal®e exposed to product liability claims basedhengale of any such products
following the receipt of regulatory approval. Pratliability claims could be asserted directly lpnsumers, health-care
providers or others. We have obtained productlitgbhnsurance coverage; however such insurance moayrovide full
coverage for our future clinical trials, produaisie sold, and other aspects of our business. ¥éehalve liability insurance for
an ongoing clinical trial in Europe. Insurance aagge is becoming increasingly expensive and we moaye able to maintain
current coverages, or expand our insurance covegaigelude future clinical trials or the sale ebgucts incorporating our
licensed technology if marketing approval is obdalifior such products, at a reasonable cost offiitigmt amounts to protect
against losses due to product liability or atAlsuccessful product liability claim or series ¢dims brought against us could
result in judgments, fines, damages and liabilitieg could have a material adverse effect on asiness, financial condition
and results of operations. We may incur signifieagense investigating and defending these clawes if they do not result
in liability. Moreover, even if no judgments, finetamages or liabilities are imposed on us, ountan could suffer, which
could have a material adverse effect on our busjrig®ncial condition and results of operations.

We may implement a product recall or voluntary matkwithdrawal due to product defects or product emtements and
modifications, which would significantly increaseuo costs.

The manufacturing and marketing of our MGuard speatiucts involves an inherent risk that our praslucay prove to be
defective. In that event, we may voluntarily impkmha recall or market withdrawal or may be regli@do so by a regulatory
authority. A recall of one of our products, or mar product manufactured by another manufactuweuld impair sales of the
products we market as a result of confusion coregrie scope of the recall or as a result of dgm@abe to our reputation for
quality and safety.

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

We depend on the expertise of our senior manageamehtesearch personnel, which would be diffiauiteplace. The loss
of the services of any of our senior managementdooampromise our ability to achieve our objectivésrthermore, recruiting
and retaining qualified personnel will be cruc@ftiture success. There can be no assurance thaillvbe able to attract and
retain necessary personnel on acceptable terms thieecompetition among medical device, biotechgylpharmaceutical and
healthcare companies, universities and non-pregiéarch institutions for experienced managemeieftists, researchers, sales
and marketing and manufacturing personnel. If veeuauable to attract, retain and motivate our keggrenel, our operations
may be jeopardized and our results of operationshmanaterially and adversely affected.
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We are an international business, and we are exgbgevarious global and local risks that could hagematerial adverse
effect on our financial condition and results of @pations.

We operate globally and develop and manufacturdymts in our research and manufacturing facilitiesiultiple
countries. Consequently, we face complex legalregdlatory requirements in multiple jurisdictiomghich may expose us to
certain financial and other risks. Internationdésand operations are subject to a variety o§risicluding:

« foreign currency exchange rate fluctuations;

« greater difficulty in staffing and managing fageioperations;
» greater risk of uncollectible accounts;

« longer collection cycles;

* logistical and communications challenges;

» potential adverse changes in laws and regulgiagtices, including export license requirememgje barriers, tariffs
and tax laws;

« changes in labor conditions;

* burdens and costs of compliance with a varietipr#ign laws;

e political and economic instability;

* increases in duties and taxation;

» foreign tax laws and potential increased costeciated with overlapping tax structures;
» greater difficulty in protecting intellectual grerty;

« the risk of third party disputes over ownershipntellectual property and infringement of thirdrpy intellectual
property by our products; and

« general economic and political conditions in thé&weign markets.

International markets are also affected by econgréssure to contain reimbursement levels anditzak costs.
Profitability from international operations may lmaited by risks and uncertainties related to regiceconomic conditions,
regulatory and reimbursement approvals, competiodyzts, infrastructure development, intellectualperty rights protection
and our ability to implement our overall businesategy. We expect these risks will increase apwsue our strategy to
expand operations into new geographic markets. \Memot succeed in developing and implementing #@ffe@olicies and
strategies in each location where we conduct basingny failure to do so may harm our businessilt®sf operations and
financial condition.

If we fail to obtain an adequate level of reimbursent for our products by third party payors, themeay be no
commercially viable markets for our product candis or the markets may be much smaller than expécte

The availability and levels of reimbursement by ggovmental and other third party payors affect tlzeket for our product
candidates. The efficacy, safety, performance ast-effectiveness of our product candidates arahgfcompeting products
will determine the availability and level of reimisement. Reimbursement and healthcare paymentsyatenternational
markets vary significantly by country, and incluateth government sponsored healthcare and privateance. To obtain
reimbursement or pricing approval in some countsesmay be required to produce clinical data, Wity involve one or
more clinical trials, that compares the cost-effextess of our products to other available thesapiée may not obtain
international reimbursement or pricing approvala ittmely manner, if at all. Our failure to receiméernational reimbursement
or pricing approvals would negatively impact marketeptance of our products in the internationaketa in which those
approvals are sought.

We believe that future reimbursement may be sulbjeicicreased restrictions both in the United Stated in international
markets. There is increasing pressure by goverrswenmtidwide to contain health care
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costs by limiting both the coverage and the le¥ekombursement for therapeutic products and bysiefy, in some cases, to
provide any coverage for products that have not lagg@roved by the relevant regulatory agency. eutgislation, regulation
or reimbursement policies of third party payors radyersely affect the demand for our products atlyreinder development
and limit our ability to sell our product candidaten a profitable basis. In addition, third parayers continually attempt to
contain or reduce the costs of healthcare by ahgilhg the prices charged for healthcare produatssarvices. If
reimbursement for our products is unavailable mitéd in scope or amount or if pricing is set asatisfactory levels, market
acceptance of our products would be impaired ahdduevenues, if any, would be adversely affected.

In the United States, our business could be sigréfiitly and adversely affected by recent healthceeform legislation
and other administration and legislative proposals.

The Patient Protection and Affordable Care Act Hiealth Care and Educational Reconciliation Actie United States
were enacted into law in March 2010. Certain priowis of these acts will not be effective for a nembf years and there are
many programs and requirements for which the deteite not yet been fully established or conseasenot fully understood,
and it is unclear what the full impacts will berfrahe legislation. The legislation does levy a 2&%¢ise tax on all U.S.
medical device sales beginning in 2013. If we comeeesales of our MGuard Coronary stent in the dnB&ates, this new tax
may materially and adversely affect our busineskranults of operations. The legislation also fesusn a number of Medicare
provisions aimed at improving quality and decregsiosts. It is uncertain at this point what negatinintended consequences
these provisions will have on patient access to teelwnologies. The Medicare provisions include edlased payment
programs, increased funding of comparative effectdss research, reduced hospital payments forabeideadmissions and
hospital acquired conditions, and pilot programeualuate alternative payment methodologies thanpte care coordination
(such as bundled physician and hospital payme#tiitionally, the provisions include a reductiontive annual rate of
inflation for hospitals starting in 2011 and théaktishment of an independent payment advisorydtmrecommend ways of
reducing the rate of growth in Medicare spending. &&nnot predict what healthcare programs andatgoé will be
ultimately implemented at the federal or state lé@véhe United States, or the effect of any futlegislation or regulation.
However, any changes that lower reimbursementsioproducts or reduce medical procedure volumeakicdversely affect
our business plan to introduce our products inthited States.

Our strategic business plan may not produce thesimled growth in revenue and operating income.

Our strategies include making significant investtaen sales and marketing programs to achieve tevgnowth and
margin improvement targets. If we do not achieeedkpected benefits from these investments or wiberfail to execute on
our strategic initiatives, we may not achieve thengh improvement we are targeting and our resafltsperations may be
adversely affected.

In addition, as part of our strategy for growth, mvay make acquisitions and enter into strategiaraies such as joint
ventures and joint development agreements. Howewemay not be able to identify suitable acquisittandidates, complete
acquisitions or integrate acquisitions successfalhd our strategic alliances may not prove toudeeessful. In this regard,
acquisitions involve numerous risks, including idiffties in the integration of the operations, tezlogies, services and
products of the acquired companies and the diversiotnanagement’s attention from other businesseuws. Although our
management will endeavor to evaluate the risksreritén any particular transaction, there can bassurance that we will
properly ascertain all such risks. In addition,dsijjions could result in the incurrence of sub8tdmdditional indebtedness and
other expenses or in potentially dilutive issuarmfesquity securities. There can be no assuraratedifficulties encountered
with acquisitions will not have a material adveeect on our business, financial condition anditssof operations.

We may have violated Israeli securities law.

We may have violated section 15 of the Israeli 8ea Law of 1968. Section 15 of the Israeli Sémes Law of 1968
requires the filing of a prospectus with the Isi&eturities Authority and the delivery thereof toghasers in connection with
an offer or sale of securities to more than 35ipaduring any 12 month period. We allegedly isssexturities to more than 35
investors during certain 12-month periods, endm@¢tober 2008. Our wholly-owned subsidiary, InspiD Ltd., a private
company incorporated under
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the laws of the State of Israel, applied for a ntiea determination from the Israel Security Auiboon February 14, 2011 in
connection with the foregoing. To date, the Is@&turities Authority has not responded to InspireM®’s application for no-
action determination and we are unable to predietwa response will be received. The maximum pesdttr violating
section 15 of the Israeli Securities Law of 1968 as follows: imprisonment of 5 years; a fine oftogpproximately $317,000
to be paid by management of the violating company; a fine of up to approximately $1,590,000 tgaie by the violating
company, any of which penalties could result inaterial adverse effect on our operations. We beltbat it is not likely that
we will be subject to fines or other penalties anralividual or company level.

Following the completion of this offering, we wilhieed to raise additional capital to meet our busiseequirements in
the future and such capital raising may be costlydifficult to obtain and could dilute stockholder®wnership interests.

In order to fully realize all of our business olijees, we will need to raise additional capitaldaling the completion of
this offering, which may not be available on readsla terms or at all. For instance, we will needaise additional funds to
accomplish the following:

» developing MGuard Carotid, MGuard Peripheral, M@&LCoronary with a drug eluting bio-absorbable hreasd any
additional products;

e pursuing growth opportunities, including moreidagxpansion;

e acquiring complementary businesses;

e making capital improvements to improve our infrasture;

« hiring qualified management and key employees;

» developing new services, programming or products;

* responding to competitive pressures;

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

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

The terms of any securities issued by us in futaygtal transactions may be more favorable to messtors, and may
include preferences, superior voting rights anddkaance of warrants or other derivative secusritihich may have a further
dilutive effect on the holders of any of our seties then outstanding.

Furthermore, any additional debt or equity finagdiat we may need may not be available on termardble to us, or at
all. If we are unable to obtain such additionahfining on a timely basis, we may have to curtaildavelopment activities and
growth plans and/or be forced to sell assets, psrba unfavorable terms, which would have a mdtadeerse effect on our
business, financial condition and results of openat and ultimately could be forced to discontioue operations and
liquidate, in which event it is unlikely that stdelders would receive any distribution on theirrelsaFurther, we may not be
able to continue operating if we do not generatBcsent revenues from operations needed to stdyusiness.

In addition, we may incur substantial costs in ping future capital financing, including investméainking fees, legal
fees, accounting fees, securities law complianes, ferinting and distribution expenses and othstscdVe may also be
required to recognize non-cash expenses in commeaiih certain securities we issue, such as coimlemnotes and warrants,
which may adversely impact our financial condition.

Risks Related to Operating in Israel

We anticipate being subject to fluctuations in cemcy exchange rates because we expect a substgrtidion of our
revenues will be generated in Euros and U.S. dadlawhile a significant portion of our expenses wile incurred in New
Israeli Shekels.

We expect a substantial portion of our revenuekhgilgenerated in U.S. dollars and Euros, whilgyaificant portion of
our expenses, principally salaries and relatedopeid expenses, is paid in New Israeli
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Shekels, or NIS. As a result, we are exposed toiskehat the rate of inflation in Israel will exed the rate of devaluation of
the NIS in relation to the Euro or the U.S. dollarthat the timing of this devaluation will lagtied inflation in Israel. Because
inflation has the effect of increasing the dolladd&uro costs of our operations, it would therefraige an adverse effect on our
dollar-measured results of operations. The valub@NIS, against the Euro, the U.S. dollar, atioturrencies may fluctuate
and is affected by, among other things, changésrael’s political and economic conditions. Anyrsfgcant revaluation of the
NIS may materially and adversely affect our casWw§, revenues and financial condition. Fluctuationge NIS exchange rate,
or even the appearance of instability in such emghaate, could adversely affect our ability torape our business.

If there are significant shifts in the political, @nomic and military conditions in Israel and itsaighbors, it could have a
material adverse effect on our business relationshiand profitability.

Our principal executive offices and our key persgrare located in Israel. Our business is direafigcted by the political,
economic and military conditions in Israel andnigghbors. Since the establishment of the Statsraél in 1948, a number of
armed conflicts have occurred between Israel andriab neighbors. A state of hostility, varyingdiegree and intensity, has
caused security and economic problems in Israghofigh Israel has entered into peace treatieskygsipt and Jordan, and
various agreements with the Palestinian Authotitgre has been a marked increase in violence,wivédst and hostility,
including armed clashes, between the State ofllarakthe Palestinians, since September 2000. Jtableshment in 2006 of a
government in the Gaza Strip by representativéBeoHamas militant group has created heightenegstiand uncertainty in
the region. In mid-2006, Israel engaged in an arowedlict with Hezbollah, a Shiite Islamist militgroup based in Lebanon,
and in June 2007, there was an escalation in \del@nthe Gaza Strip. From December 2008 througbalg 2009, Israel
engaged in an armed conflict with Hamas, which imed missile strikes against civilian targets imiwas parts of Israel and
negatively affected business conditions in IsrRekent political uprisings and social unrest ini&gre affecting its political
stability, which has led to the deterioration o holitical relationship between Syria and Israel have raised new concerns
regarding security in the region and the poterfitishrmed conflict. Similar civil unrest and patiéil turbulence is currently
ongoing in many countries in the region. The cargshpolitical instability and hostilities betweesndel and its neighbors and
any future armed conflict, terrorist activity orlipieal instability in the region could adverselffect our operations in Israel and
adversely affect the market price of our sharesaimon stock. In addition, several countries resttoing business with Israel
and Israeli companies have been and are todayctetjeo economic boycotts. The interruption ora@ilmtent of trade between
Israel and its present trading partners could ahgraffect our business, financial condition agsuits of operations.

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 employeesdein Israel and may be required to perform ahmilgary reserve
duty. Currently, all male adult citizens and pergratiresidents of Israel under the age of 40 (cemldepending on their
position with the Israeli Defence Forces reservasless exempt, are obligated to perform militaserve duty annually and are
subject to being called to active duty at any timder emergency circumstances. Our operations dmuttisrupted by the
absence for a significant period of one or morewfofficers or key employees due to military seeviAny such disruption
could have a material adverse effect on our busjmesults of operations and financial condition.
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We may not be able to enforce covenants not-to-cetepunder current Israeli law.

We have non-competition agreements with all of@uployees, all of which are governed by Israeli.[&hese agreements
generally prohibit our employees from competingwis or working for our competitors for a speciffetiod following
termination of their employment. However, Isragluds are reluctant to enforce non-compete undiedalof former
employees and tend, if at all, to enforce thoseipians for relatively brief periods of time in tested geographical areas and
only when the employee has unique value specifthabemployer’s business and not just regardiegtiofessional
development of the employee. Any such inabilitgtdorce non-compete covenants may cause us tatgseompetitive
advantage resulting from advantages provided toyugich confidential information.

It may be difficult for investors in the United Stas to enforce any judgments obtained against uswoy of our directors
or officers.

All of our assets are located outside the UnitedeStand we do not currently maintain a permaneacemf business within
the United States. In addition, three of our divestand all of our officers are nationals and/sidents of countries other than
the United States, and all or a substantial porfosuch persons’ assets are located outside titedUBtates. As a result, it may
be difficult for investors to enforce within the lted States any judgments obtained against usyoofour non-U.S. directors
or officers, including judgments predicated upoa ¢hvil liability provisions of the securities lave$ the United States or any
state thereof. Additionally, it may be difficult &ssert U.S. securities law claims in actions o&ty instituted outside of the
United States. Israeli courts may refuse to hdduSa securities law claim because Israeli courtg n@ be the most appropriate
forums in which to bring such a claim. Even if anakli court agrees to hear a claim, it may deteerttat the Israeli law, and
not U.S. law, is applicable to the claim. Furthel).S. law is found to be applicable, certain @nitof applicable U.S. law must
be proved as a fact, which can be a time-consuamigcostly process, and certain matters of proesdould still be governed
by the Israeli law. Consequently, you may be eifety prevented from pursuing remedies under UeSlefal and state
securities laws against us or any of our non-Uigctbrs or officers.

The tax benefits that are available to us requirs to continue meeting various conditions and maytbeminated or
reduced in the future, which could increase our ¢ssind taxes.

The tax benefits that are available to us requéreoicontinue meeting various conditions and matebminated or reduced
in the future, which could increase our costs ax@d. Inspire Ltd. has been granted a “Benefidiamgrprise” status by the
Investment Center in the Israeli Ministry of Indystrade and Labor which made us eligible for taréfits under the Israeli
Law for the Encouragement of Capital Investmer@§91 In order to remain eligible for the tax betsedif a “Beneficiary
Enterprise”, we must continue to meet certain coni stipulated in the Israeli Law for the Encaement of Capital
Investments, 1959 and its regulations, as amendadh may include, among other things, making dpetinvestments in
fixed assets and equipment, financing a percerdftf®se investments with our capital contributidilgng certain reports with
the Investment Center, complying with provisiongameling intellectual property and the criteriafeeth in the specific
certificate of approval issued by the Investmentt€eor the Israel Tax Authority. If we do not méetse requirements, the tax
benefits could be cancelled and we could be reduodeefund any tax benefits that we received enghst. Further, in the
future, these tax benefits may be reduced or dtsaged. If these tax benefits are cancelled, owaels taxable income would be
subject to regular Israeli corporate tax rates. §taadard corporate tax rate for Israeli compami&911 was 24% of their
taxable income and was increased to 25% in 201t future, we may not be eligible to receive &ddal tax benefits under
the Israeli Law for the Encouragement of Capitakstments, 1959. The termination or reduction e$¢htax benefits would
increase our tax liability, which would reduce quofits.
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Risks Related to Our Organization, Our Common Stockand This Offering

Should we issue shares in this offering at a priselow $6.00 per share it will result in the issuanof additional shares,
without any new consideration, to the investorsaor March 31, 2011 financing.

Pursuant to the terms of the securities purchaseawent that we entered into on March 31, 201therevent that we issue
any shares of common stock on or before March @14 &t a price per share less than $6.00 per ¢hsuadjusted for the
anticipated one-for-four reverse stock split of oammon stock), we are required, subject to cettmitations, to issue the
investors in that financing additional shares ohawn stock, for no additional consideration, inaamount sufficient that the
amount paid by each investor in the March 31, Z@dncing, when divided by the total number of &saissued to each such
investor (in the original March 31, 2011 financiewgd as a result of this dilution adjustment) wekult in an adjusted price per
share price paid by these investors equal to tiginat price per share paid multiplied by a franti¢A) the numerator of which
shall be (1) the number of shares of common stot&tanding immediately prior to such issue plugii2)number of shares of
common stock that the aggregate considerationweddiy us in this offering would purchase at thigioal purchase price; and
(B) the denominator of which shall be (1) the numdfeshares of common stock outstanding immedigiglyr to such issue
plus (2) the number of such additional shares ofroon stock so issued. This formula is intendedeta bveighted average
dilution adjustment. As a result, in the event thatsell shares of common stock in this offering atice below $6.00 per
share, it will result in the issuance of additioshéres of common stock to our March 31, 2011 ioveswhich will be dilutive
to all of our other stockholders, including newestors in this offering. Moreover, as the numbestafres that we would be
required to issue to our March 31, 2011 investotzaised on a weighted average formula, the futtteepurchase price in this
offering is below $6.00, the greater the numbestafres we will be required to issue to our March2Bl1 investors. Based on
an assumed offering price of $5.52 per share (wisithe last reported sales price of the Compatysmon stock on
November 6, 2012, as adjusted for the one-for-feuerse stock split that is expected to occur theithmediately following
the effectiveness of the registration statememtta€h this prospectus is a part), we would be nemglifo issue 46,521 additional
shares to these investors.

Purchasers in this offering will experience immed&and substantial dilution in the book value ofélr investment.

The public offering price of our common stock vii# substantially higher than the net tangible beadle per share of our
common stock immediately after this offering. THere, if you purchase our common stock in this ffg, you will incur an
immediate dilution of $4.39 (or 80%) in net tangilblook value per share from the price you paidetbas an assumed public
offering price of $5.52 per share (the last regbeales price of our common stock on November 6228s adjusted for the
anticipated one-for-four reverse stock split of oammon stock that is expected to occur the dayediately following the
effectiveness of the registration statement of Wwhitis prospectus is a part). The exercise of anthg warrants and options
may result in further dilution of your investmehtt only if the public offering price is greateaththe per share exercise price
of such warrants and options. In addition, if wisedunds by issuing additional shares or convierSlecurities in the future, the
newly issued shares may further dilute your owriprstierest.

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

We intend to use the net proceeds of this offetdngupport the worldwide commercialization of MGdiar acute
myocardial infarction and pursue FDA approval ia thnited States, to redeem our convertible debestamnd for general
corporate purposes. Depending on several factwiding the availability of alternate sources apital and the possibility that
the execution or timing of our business plans ntenge, management may use these proceeds in amd#fferent than
originally intended. These proceeds could be agptiavays that do not improve our operating resofitstherwise increase the
value of your investment.

We are subject to financial reporting and other neigements that place significant demands on our oesces.

On March 31, 2011, we became subject to reportitgather obligations under the Securities Exchakgeof 1934, as
amended, including the requirements of Sectionef@de Sarbanes-Oxley Act of 2002.
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Section 404 requires us to conduct an annual mamageassessment of the effectiveness of our irteamrols over financial
reporting and to obtain a report by our independenditors addressing these assessments. Thesgng@ord other obligations
place significant demands on our management, adirative, operational, internal audit and accountesources. Any failure
to maintain effective internal controls could havematerial adverse effect on our business, operatisults and stock price.
Moreover, effective internal control is necessanyus to provide reliable financial reports andverd fraud. If we cannot
provide reliable financial reports or prevent frawg may not be able to manage our business adieffiy as we would if an
effective control environment existed, and our bass and reputation with investors may be harmed.

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

The ongoing internal control provisions of Sectitfi# of the Sarbanes-Oxley Act of 2002 require udéatify of material
weaknesses in internal control over financial répgr which is a process to provide reasonablerasse regarding the
reliability of financial reporting for external ppwses in accordance with accounting principles igdigeaccepted in the United
States. Our management, including our chief exeeuwtfficer and chief financial officer, does nopext that our internal
controls and disclosure controls will prevent atbes and all fraud. A control system, no mattewheell conceived and
operated, can provide only reasonable, not absaageirance that the objectives of the controksystre met. In addition, the
design of a control system must reflect the faat there are resource constraints and the berefitrrols must be relative to
their costs. Because of the inherent limitationalirtontrol systems, no evaluation of controls pesvide absolute assurance
that all control issues and instances of fraudnif, in our company have been detected. Theseantkmitations include the
realities that judgments in decision-making carfiaedty and that breakdowns can occur because gflgierrors or mistakes.
Further, controls can be circumvented by individaetk of some persons, by collusion of two or npaesons, or by
management override of the controls. The desigmgfsystem of controls is also based in part ugotain assumptions about
the likelihood of future events, and there can dassurance that any design will succeed in aalgets stated goals under all
potential future conditions. Over time, a contr@ybe inadequate because of changes in condisank,as growth of the
company or increased transaction volume, or theedegf compliance with the policies or proceduresy mieteriorate. Because
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 matesiaakness, by definition, could have a materiakasky impact on our
financial statements. Such an occurrence coul@disge certain customers or suppliers from doirginmss with us, cause
downgrades in our future debt ratings leading ¢ghér borrowing costs and affect how our stock tsadéis could in turn
negatively affect our ability to access public debequity markets for capital.

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

The market price of our common stock has been stfiklely to continue to be highly volatile and cadluctuate widely in
response to various factors, many of which are béyr control, including the following:

» technological innovations or new products andises by us or our competitors;
e additions or departures of key personnel;

e sales of our common stock, particularly under gegistration statement for the purposes of seling other securities,
including management shares;

« limited availability of freely-tradable “unrestited” shares of our common stock to satisfy purettaders and demand;
e our ability to execute our business plan;

» operating results that fall below expectations;
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» loss of any strategic relationship;

* industry developments;

» economic and other external factors; and

»  period-to-period fluctuations in our financiabusts.

In addition, the securities markets have from ttméme experienced significant price and volumetilations that are
unrelated to the operating performance of particcdempanies. These market fluctuations may alsufgigntly affect the
market price of our common stock.

There has been a limited market for our common $t@nd we cannot ensure investors that an active k&irfor our
common stock will be sustained.

There has been limited trading in our common stoukthere can be no assurance that an active greirket in our
common stock will be maintained. Due to the illidjty, the market price may not accurately reflaat eelative value. If our
common stock is thinly traded, a large block ofrekdraded can lead to a dramatic fluctuation énstiere price and investors
may not be able to liquidate their investment irauall or at a price that reflects the value &f ltusiness.

In addition, our common stock currently tradeslm ®TC Bulletin Board, which generally lacks theuldity, research
coverage and institutional investor following ofi@ional securities exchange like the NYSE MKT, Kev York Stock
Exchange or the Nasdaq Capital Market. While weetegpplied to list our common stock on the Nasdagjt@laMarket, there
can be no assurance that trading of our commok stosuch market 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 consideofable.

Our board of directors is authorized to issue shafgreferred stock in one or more series anitthé voting powers,
preferences and other rights and limitations ofgteferred stock. Accordingly, we may issue shafgweferred stock with a
preference over our common stock with respectvimends or distributions on liquidation or diss@ut or that may otherwise
adversely affect the voting or other rights of iedders of common stock. Issuances of preferrecksttepending upon the
rights, preferences and designations of the pedestock, may have the effect of delaying, detgranpreventing a change of
control, even if that change of control might bénedir stockholders.

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

Sales of a significant number of shares of our comstock in the public market could harm the mapkete of our
common stock and make it more difficult for usagse funds through future offerings of common stékof November 6,
2012, there were 4,399,698 shares of our commaik seuable upon the conversion of our outstandormyertible debentures
and the exercise of our outstanding warrants,fallroch are currently registered for resale. Initidd, there are 17,235,694
shares of our common stock currently saleable uRdéx 144. The availability of these shares of@ammon stock for resale
in the public market has the potential to causestipply of our common stock to exceed investor demthereby decreasing
the price of our common stock.

In addition, the fact that our stockholders, wartasiders and debenture holders can sell substamieunts of our common
stock in the public market, whether or not salesehaccurred or are occurring, could make it moffcdit for us to raise
additional financing through the sale of equityequity-related securities in the future at a timd price that we deem
reasonable or appropriate.

We do not expect to pay dividends in the future.gesult, any return on investment may be limitedthe value of our
common stock.

We do not anticipate paying cash dividends on oumroon stock in the foreseeable future. The paymkdividends on our
common stock will depend on our earnings, financtaldition and other business and
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economic factors as our board of directors may idenselevant. If we do not pay dividends, our commnstock may be less
valuable because a return on an investment in@uanwn stock will only occur if our stock price appiates.

Risks Related to our Convertible Debentures

Our obligations to the holders of our convertibleedentures are secured by all of our assets, sceifdefault on those
obligations, the convertible debenture holders cddbreclose 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 our obligations to tumvertible debenture holders, the convertible debye holders could foreclose
on their security interests and liquidate somellasfahese assets, which would harm our businfasancial condition and
results of operations.

Our convertible debentures and the associated sii@s purchase agreement contain covenants thatlddimit our
financing options and liquidity position, which wdd limit our ability to grow our business.

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

e we may be unable to obtain additional financimdund working capital, operating losses, capitgenditures or
acquisitions on terms acceptable to us, or at all;

* we may be unable to refinance our indebtednedsrams acceptable to us, or at all; and
e we may be more vulnerable to economic downtunaslinit our ability to withstand competitive preses.

Additionally, covenants in our convertible debertiand the associated securities purchase agreenparse operating and
financial restrictions on us. These restrictionshiit or limit our ability, and the ability of owubsidiaries, to, among other
things:

» pay cash dividends to our stockholders;

« redeem, repurchase or otherwise acquire moreaftEnminimis number of shares of our common steadommon
stock equivalents;

e incur additional indebtedness;
e permit liens on assets or conduct sales of gssets

« effectuate stock splits until April 5, 2013, epté& connection with an initial listing on a natal securities exchange or
to meet the continued listing requirements of sexthange;

e cease making public filings under the Securii@gshange Act of 1934, as amended,;
e engage in transactions with affiliates; and

» amend our charter documents in a way that woulterally and adversely affect any holder of oumartible
debentures.

These restrictions may limit our ability to obtaidditional financing, withstand downturns in ousimess or take advantage
of business opportunities. Moreover, additionaltdigtancing we may seek may contain terms thauihelmore restrictive
covenants, may require repayment on an accelesatestiule or may impose other obligations that lomit ability to grow our
business, acquire needed assets, or take othengete might otherwise consider appropriate orrdelg.

The conversion of our convertible debentures ane txercise of the warrants issued to the purchas#reur convertible
debentures would have a dilutive impact on our ¢ixig stockholders.

As of November 6, 2012, there were 1,750,510 shafresmmon stock underlying our convertible debesgiand 913,944
shares of common stock underlying warrants thaews=mued to purchasers and placement agents ircitom with the
issuance of the convertible debentures, for a tdtd|664,454 shares of common stock (as adjustethé anticipated one-for-
four reverse stock split of our common stock teat i
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expected to occur the day immediately following éfffectiveness of the registration statement oftWhiis prospectus is a
part). If and when issued, these additional 2,884 ghares of common stock will equal approxima®efo of our then
outstanding shares of common stock (assuming @nmidf price of $5.52, the last reported sales pyfagur common stock on
November 6, 2012, as adjusted for the anticipatedfor-four reverse stock split of our common stdmkt not taking into
account the issuance of 46,521 additional sharesrafmon stock to the investors in our March 31,122fiancing that would
result based on the assumed offering price of $ebZhare, and would immediately dilute our curstackholders in terms of
ownership percentage and voting power. The terntiseo€onvertible debentures and related warramtsagoprovisions that
restrict the amount of shares a holder can reagioa conversion or exercise to 4.99% of the thestanding number of shares
of our common stock. However, these restrictionsaoprevent the holders from selling some of theidings and then
receiving additional shares. In this way, the hiddmuld sell more than these limits while nevddimg more than the limits.
As aresult, even with the restrictions, the hadsfrthese convertible debentures and warrantgladtimately convert and
exercise, and then sell, the full amount issuaptaniconversion and exercise of the convertible deefves and warrants,
respectively, in which case our current stockhadeould suffer the full amount of dilution.

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

Under the terms of the securities purchase agreigpuesuant to which our convertible debentures vgetd, if Sol J. Barer,
Ph.D. ceases to serve as our chairman due to Ber'Baesignation following a material adverse amto the condition of Dr.
Barer or any member of Dr. Barer's immediate faroifythe vote or written consent of independentigtotders, we would be
required to appoint two persons to our board afaors designated by Genesis Capital Advisors 1th€ jnvestment advisor to
our lead investors in the convertible debentureraff), and support the election of such personisthetconvertible debentures
are either repaid or converted in full. In additionthe event that Dr. Barer ceases to serve msh@irman for any other reason
while the convertible debentures are outstandingpuld be an event of default under the convestid#bentures, which could
result in the acceleration of our convertible debess at the election of the holders of 60% ofdhtstanding principal of the
convertible debentures, an amount that Genesigal@alvisors LLC presently controls. As a resulgr@sis Capital Advisors
LLC, or its assigns, have the potential to exebissantial influence over our management and govesnan the event Dr. Barer
ceases to serve as our chairman and they may=idrtinfluence in a manner that is not consistétft tlie best interests of our
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 aftesk@c 5, 2013 or
upon the occurrence of an event of a default uadeconvertible debentures for 112% of the thestantding principal
amount, plus all accrued interest. In the everttwheare required to redeem some or all of our edible debentures, we may
not have sufficient resources to do so and we naag o seek additional debt or equity financingdger the costs of
redeeming our convertible debentures. Any additideat or equity financing that we may need mayb®available on terms
favorable to us, or at all. Because our obligatiamder our convertible debentures are secureddegarity interest in
substantially all of our assets and propertiegigifcannot repay our obligations under our conviertilebentures, the holders of
our convertible debentures may have claims aganstultimately may foreclose upon and take pogsesd, substantially all
of our assets and properties. In such an evenhdfuers of our convertible debentures would hawdrol of us.

Risks Related to Our Intended Reverse Stock Split

There can be no assurance that we will be able tetmall of the requirements for listing our commatock on any
national securities exchange or to meet the contullisting standards of any national securities &enge after a reverse
stock split.

Each national securities exchange has numerous ifsting requirements applicable to the listioigour common stock and
its continued listing thereafter. We cannot asgorethat our common stock will be accepted foigon the Nasdaq Capital
Market or any other national securities exchandjeving the
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reverse stock split or that we will maintain comaplie with all of the requirements for our commatktto remain listed.
Moreover, there can be no assurance that the mariketof our common stock after the reverse st will adjust to reflect
the decrease in common stock outstanding or tleatidrket price following a reverse stock split wiher exceed or remain in
excess of the current market price.

If the reverse stock split is implemented, the ritsig per-share price may not attract institutionahvestors, investment
funds or brokers and may not satisfy the investiggidelines of these investors or brokers, and cansently, the trading
liquidity of common stock may not improve.

While we believe that a higher share price may belperate investor and broker interest in our comstock, the reverse
stock split may not result in a share price thdt attract institutional investors or investmennéls or satisfy the investing
guidelines of institutional investors, investmemds or brokers. A decline in the market price wf common stock after the
reverse stock split may result in a greater peeggntlecline than would occur in the absence ofetherse stock split. If the
reverse stock split is implemented and the markeé pf our common stock declines, the percentagéirte may be greater
than would occur in the absence of the reversé&spiit. The market price of our common stock soabased on our
performance and other factors, which are unrelatélde number of shares of common stock outstanding
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains “forward-looking statera@nthich include information relating to futureests, future financial
performance, strategies, expectations, compettivéronment and regulation. Words such as “mayhotdd,” “could,”
“would,” “predicts,” “potential,” “continue,” “expets,” “anticipates,” “future,” “intends,” “plans,’believes,” “estimates,” and
similar expressions, as well as statements inéuemse, identify forward-looking statements. Fotklaoking statements
should not be read as a guarantee of future pesfiocmor results and will probably not be accunadécations of when such
performance or results will be achieved. Forwaimking statements are based on information we hdenvwhose statements
are made or our management'’s good faith belief #sad time with respect to future events, andsafgiect to risks and
uncertainties that could cause actual performancesults to differ materially from those expressedr suggested by the
forward-looking statements. Important factors taild cause such differences include, but areimiteld to:

” ” o ” o ”w ”u

e our history of recurring losses and negative dkmshs from operating activities, significant fueucommitments and the
uncertainty regarding the adequacy of our liquidlitypursue our complete business objectives;

» our ability to complete clinical trials as anpiated and obtain and maintain regulatory apprdesleur products;
e our ability to adequately protect our intelledtpeoperty;

« disputes over ownership of intellectual property;

» accusations of infringement or violation of thpdrty intellectual property;

« our dependence on a single manufacturing fadilitst our ability to comply with stringent manufaatg quality
standards and to increase production as necessary;

» therisk that the data collected from our curi@m planned clinical trials may not be sufficismtiemonstrate that the
MGuard technology is an attractive alternativetteeo procedures and products;

» intense competition in our industry, with compats having substantially greater financial, tedbgial, research and
development, regulatory and clinical, manufacturimgrketing and sales, distribution and persoremdurces than we
do;

« entry of new competitors and products and paaétechnological obsolescence of our products;
* loss of a key customer or supplier;

e technical problems with our research and prodactspotential product liability claims;

* adverse economic conditions;

« adverse federal, state and local government atigul in the United States, Europe or Israel;

e price increases for supplies and components;

» inability to carry out research, development aathmercialization plans; and

* loss or retirement of key executives and resesgc@ntists.

You should review carefully the section entitledsiRFactors” beginning on pade of this prospectus for a discussion of
these and other risks that relate to our businedsravesting in shares of our common stock. Thevéod-looking statements
contained in this prospectus are expressly qudlifigheir entirety by this cautionary statement Wé not undertake any
obligation to publicly update any forward-lookingitement to reflect events or circumstances dieedate on which any such
statement is made or to reflect the occurrencenahticipated events.
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USE OF PROCEEDS

We estimate that the net proceeds from the saleeafhares of common stock we are offering wilapproximately $36.6
million. If the underwriters fully exercise the gadotment option, the total net proceeds of thereh we sell will be
approximately $42.2 million. “Net proceeds” is wh expect to receive after paying the underwritiggount and other
expenses of the offering.

We intend to use the net proceeds as follows:

We expect to use approximately $23.5 million topsrpthe worldwide commercialization of MGuard Coaoy in acut
myocardial infarction. This is expected to inclganding our manufacturing capability, building eales and
marketing capacity, completing clinical trials asfataining necessary government approvals, incluBibg approval ir
the United States.

We expect to use approximately $13.1 milliongdgem our convertible debentures due April 5, 2@tich bear
interest at an annual rate of 8% and may be redgéona price equal to 112% of the amount of ppatio be
redeemed plus all accrued but unpaid interest #met amounts due thereunder. The proceeds fromotineertible
debentures were used to support the commercializafiMGuard Coronary, including sales and markgéfforts, our
MASTER Trial and FDA trial and as working capital.

Any balance of the net proceeds will be usedyfareral corporate purposes, including the developwfefuture
products.

Investors are cautioned, however, that expenditum@asvary substantially from these estimates. ltorsawill be relying on
the judgment of our management, who will have brdiadretion regarding the application of the pratseef this offering. The
amounts and timing of our actual expenditures défbend upon numerous factors, including the amolucash generated by
our operations, the amount of competition and otiperational factors. We may find it necessarydwisable to use 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 et@lns to determine if
the existing allocation of resources, including piheceeds of this offering, is being optimized.c@instances that may give rise
to a change in 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 inchgitash flow from operations and new bank debnfiirey arrangements,
if any.

Until we use the net proceeds of this offering,witinvest 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 BulBgiard since April 11, 2011 under the symbol NSP#r to that
date, there was no active market for our commockstbhe following table sets forth the high and Ibia prices for our
common stock for the periods indicated, as repdsjethe OTC Bulletin Board. The quotations refleter-dealer prices,
without retail mark-up, mark-down or commissiongdamay not represent actual transactions. The daotaare adjusted for
the anticipated one-for-four reverse stock splibaf common stock that is expected to occur theimiayediately following the
effectiveness of the registration statement of whitis prospectus is a part.

Fiscal Year Ending June 30, 2013 High Low

First Quarter $ 1000 $ 3.8¢
Second Quarter (through November 6, 2012) $ 10.1¢ $ 5.4C
Transition Period Ended June 30, 2012 High Low

First Quarter $ 86( $ 4.4C
Second Quarter $ 740 $ 2.4C
Fiscal Year Ended December 31, 2011 High Low

Second Quarter $ 1156 $ 7.0C
Third Quarter $ 109 $ 7.2C
Fourth Quarter $ 1036 $ 6.4C

The last reported sales price of our common stocthe OTC Bulletin Board on November 6, 2012, wa$3 per share, as
adjusted for the anticipated one-for-four revetselssplit of our common stock. As of November 612, there were
approximately 192 holders of record of our commimtls

We intend to effectuate a one-for-four reverselsgptit in order to comply with the listing requinents of the Nasdaq
Capital Market that is expected to occur the dapédiately following the effectiveness of the regitbn statement of which
this prospectus is a part. Such reverse stockwplitd immediately increase our stock price. Iniadd, such reverse stock
split would reduce the number of shares of comntocksoutstanding and may affect the liquidity of gommon stock.

DIVIDEND POLICY

In the past, we have not declared or paid casldelnds on our common stock, and we do not inteqéycany cash
dividends on our common stock. Rather, we intenetain future earnings, if any, to fund the opieraand expansion of our
business and for general corporate purposes.
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CAPITALIZATION

The following table summarizes our cash and casiivatents, certain other items from our historicahsolidated balance
sheet, and capitalization as of September 30, 2012:

e 0on an actual basis; and

« on an unaudited as adjusted basis, giving efte(t) the anticipated one-for-four reverse stqalk ®f our common
stock that is expected to occur the day immedidtadlgwing the effectiveness of the registratioatetnent of which thi
prospectus is a part and (2) our receipt of theprateeds from the sale by us in this offeringerafteducting estimated
underwriting discounts and commissions and estichatfering expenses payable by us and the appicati the net
proceeds we will receive from this offering to retrethe convertible debentures, as described in df&soceeds.”

For the purposes of the Capitalization discussiandetermined the assumed number of shares byirivid) $40,000,000
that we anticipate raising in this offering (exdhglany shares sold pursuant to the underwriterstallotment option), by (y)
an assumed offering price of $5.52 per share, wisithe last reported sales price of our commockstm November 6, 2012
(after giving effect to the anticipated one-forsfaaverse stock split discussed above). The aowaber of shares sold in this
offering will be determined by dividing (x) $40,0000 by (y) the public offering price as mutualstermined by the
underwriters and us. In addition, for purposesf Capitalization discussion, we did not take iatoount the issuance of any
additional shares of common stock to the investomur March 31, 2011 financing that would resolthe event that the actual
offering price in this offering is below $6.00 perare. Based on the assumed offering price of §&eb8hare, we would be
required to issue 46,521 additional shares to tmesstors. See “Risks Related to Our Organizatiur, Common Stock and
This Offering — Should we issue shares in thisrirfifipat a price below $6.00 per share it will résulthe issuance of
additional shares, without any new consideratiorhé investors in our March 31, 2011 financing.”

September 30, 2012

(unaudited)
Actual As Adjusted

Cash and cash equivalents 8,297 31,89:
Convertible loan 5,63¢ —
Deferred debt issuance costs 874 —
Equity (capital deficiency):
Common stock, par value $0.0001 per share; 125)00Ghares authorized;

17,149,225 and 24,395,603 shares issued and aditsfjaat September 30,

2012, actual and as adjusted, respectively 7 10
Preferred stock, par value $0.0001 per share; 3)00Ghares authorized;

none issued and outstanding at September 30, 2012 — —
Additional paid-in capital 50,46¢ 83,37:
Accumulated deficit (51,22 (55,789
Total equity (capital deficiency) (75€) 27,59¢

Each $1.00 increase (decrease) in the assumeéhgffaice would increase (decrease) our pro foretaangible book
value per share after this offering by $0.05 parsland the dilution in pro forma net tangible bealue to new investors in
this offering by $0.95 per share, assuming thattfgregate offering price, as set forth on the cpage of this prospectus,
remains the same.
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DILUTION

The discussion assumes an offering price of $5e52lpare, which is the last reported sales priceiofommon stock on
November 6, 2012, as adjusted for the anticipatedfor-four reverse stock split of our common sttdwht is expected to occur
the day immediately following the effectivenesgtaf registration statement of which this prospeitspart.

Our net tangible book value on September 30, 2042 approximately $(0.8) million, or $(0.04) perrsh&Net tangible
book value” is total assets minus the sum of liiédl and intangible assets. “Net tangible bookiggler share” is net tangible
book value divided by the total number of sharestanding.

After giving effect to adjustments relating to thiéering, our pro forma net tangible book valueSeptember 30, 2012,
would have been $27.6 million, or $1.13 per sh@he adjustments made to determine pro forma netliBnbook value per
share are the following:

An increase in total assets to reflect the netgeds of the offering as described under “Useaddeds.”

The addition of the number of shares offeredhiy prospectus to the number of shares outstanding.

The following table illustrates the pro forma inase in net tangible book value of $1.17 per shadetlze dilution (the
difference between the offering price per sharerstdangible book value per share) to new investor

Assumed Public offering price per share $ 5.52
Net tangible book value per share as of Septentye2®L2 $(0.04)
Increase in net tangible book value per sharebattible to the offering $1.17
Pro forma net tangible book value per share agpfeédnber 30, 2012 after giving effect t

the offering $1.12
Dilution per share to new investors in the offering $4.3¢

The following table shows the difference betweeistexg stockholders and new investors with respethe number of
shares purchased from us, the total considerat@hgnd the average price paid per share.

Average Price

Shares Purchased Total Consideration Per Share

Number Percent Amount Percent
Existing shareholders 17,149,22 70% $ 27,464,57 41% $ 1.6C
New shareholder 7,246,37 30% $ 40,000,00 5% % 5.52
Total 24,395,60 10% $ 67,464,57 10(% $ 2.71

The foregoing tables and calculations are baseéti@number of shares of our common stock outstgnatnof September
30, 2012 and exclude:

1,953,712 shares of common stock issuable upmetarcise of currently outstanding warrants withkeaercise price of
$7.20 per share;

637,500 shares of common stock issuable upoaxecise of currently outstanding warrants witteaarcise price of
$6.00 per share;

179,878 shares of common stock issuable upoexteeise of currently outstanding warrants witregarcise price of
$4.93 per share;

1,736,953 shares of common stock issuable upwndhversion of our senior secured convertible dielves due April
5, 2014;

3,404,283 shares of common stock issuable upmetarcise of currently outstanding options witkreise prices
ranging from $0.004 to $10.40 and having a weigltegtage exercise price of $4.20 per share;

1,305,363 shares of common stock available faréiissuance under our 2011 UMBRELLA Option Pkamg

any additional shares of common stock that weldvbe required to issue to the investors in ourdé81, 2011
financing in the event that the actual offeringcprin this offering is below $6.00 per share. Base@n assumed
offering price of $5.52 per share (which is the taported sales
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price of the Company’s common stock on Novemb@082, as adjusted for the one-for-four reversekssptit that is
expected to occur the day immediately following dfflectiveness of the registration statement ofcWhhis prospectus
is a part), we would be required to issue 46,52litiahal shares to these investors. See “RiskstBel@ Our
Organization, Our Common Stock and This Offeringsheuld we issue shares in this offering at a fralew $6.00
per share it will result in the issuance of additibshares, without any new consideration, to tleestors in our March

31, 2011 financing.
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SELECTED FINANCIAL INFORMATION AND OTHER DATA

The following selected consolidated financial dgttauld be read in conjunction with the consoliddbeancial statements
and the related notes thereto and the sectioreghtiManagement’s Discussion and Analysis of FirnanCondition and Results
of Operations” included elsewhere in this prospecline balance sheet data at June 30, 2012 andnbec81, 2011 and 2010
and the statement of operations data for the sixthsoended June 30, 2012 and each of the yeard &wbember 31, 2011,
2010 and 2009 have been derived from the auditedatidlated financial statements for such yearduded in this prospectus.
The balance sheet data at December 31, 2009 haglbeeed from audited consolidated financial stegats not included in
this prospectus. The balance sheet data at Dece8tp2008 and 2007, and the statement of operatiatasfor each of the
years ended December 31, 2008 and 2007, have kegadifrom our books and records. The balancetstada at September
30, 2012 and the statement of operations datdéottiree months ended September 30, 2012 and 20&1bleen derived from
the unaudited consolidated financial statementsdich periods, included in this prospectus.

The share and per share amounts set forth beldectétie anticipated one-for-four reverse stock sfflour common stock
that is expected to occur the day immediately foitg the effectiveness of the registration statenoémvhich this prospectus is
a part.

Summary of Operations Data

Three Months Ended

Year Ended December 31, September 30,
Six Months Endec
June 30, 2012 2011
2012 2011 2010 2009 2008 2007 (unaudited) (unaudited)

(in thousands, except per share and percentage data

Revenues $ 2,071 % 6,00¢ $ 494¢ $ 3,411 — — 3 50¢ $ 1,98¢
Cost of revenue $ 1377 $ 3011 % 2,69 % 2,291 % 404 $ 328 % 23C % 801
Gross profit

(loss) $ 694 $ 299 $ 2,257 % 1,12 $ (409 $ (329 ¢ 27¢  $ 1,18¢
Gross margin 34% 50% 46% 33% 0 0 55% 60%

Total operating
expenses $ 785 $ 16,72 $ 547 % 3837 % 5627 $ 590: $ 3,56 $ 3,33t

Net loss $ (7.08) $ (14,669 $ (3420 $ (2729 $ (6499 $ (6139 $ (7500 $ (2,289

Net loss pe
share — basic
and diluted $ (042 $ (095 $ (0.2¢) $ (0.27) $ (0.5¢) $ (0.5¢) $ (049 $ (0.19)

Weighted
average
number of
ordinary
shares used il
computing ne
loss per share
— basic and
diluted 17,044,22 15,359,92 12,308,63 11,914,71 11,591,18 10,661,78  17,074,23 16,075,17
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Balance Sheet Data

December 31, Sepé%r?ber
June 30, 2012
2012 2011 2010 2009 2008 2007 (unaudited)
(in thousands)

Cash and cash equivalent: $ 10,28 $ 5,092 $ 63¢€ $ 37¢ $ 1,571 $ 2,717 $ 8,297
Restricted cash $ 37 $ 91 $ 25C $ 30z $ 3¢ $ 34 $ 37
Working capital) $ 10,75¢ $ 6,38 $ (53 $(1,289) $ 58 $ 2,62t $ 8,611
Total assets $ 16,01« $ 10,46 $ 4,358 $ 450¢ $ 4,448 $ 3,927 $13,61¢
Long-term liabilities $ 7,07t $ 27C $1,32F $ 484 $ 89%¢ $ 87 $11,00¢
Equity (capital deficiency) $ 5,38¢ $ 6,75« $ (9149 $(1,339) $ 134 $ 2,94¢ $ (756

(1) Working capital is equal to the difference beéw total current assets and total current ligslit

SELECTED QUARTERLY FINANCIAL DATA

The following selected quarterly consolidated urtatifinancial data should be read in conjunctiatinvthe consolidated
financial statements and the related notes themddhe section entitled “Management’s DiscussiwhAnalysis of Financial
Condition and Results of Operations” included elsese in this prospectus. The following table setthfselected financial
information for the dates and periods indicatedr. @sults for any of these periods are not necidgdadicative of the results to
be expected for the year ending June 30, 2013rarfyp other future period.

The share and per share amounts set forth beldectétie anticipated one-for-four reverse stockt sfflour common stock
that is expected to occur the day immediately foitg the effectiveness of the registration statenoémvhich this prospectus is
a part.

Fiscal Year Ending
June 30, 2013

First Quarter

(unaudited)
(in thousands, except f
share and percentage

data)
Revenues $ 50¢
Cost of revenues $ 23C
Gross profit (loss) $ 27¢
Gross margin 55%
Total operating expenses $ 3,56(
Net loss $ (7,50¢6)
Basic and diluted loss per common share $ (0.49)
Basic and diluted common shares outstanding 17,074,23

Six Months Ended June 30, 2012

Quarter Ended Quarter Ended
March 31, 2012 June 30, 2012
(unaudited)
(in thousands, except per share and percentage
data)

Revenues $ 1,13¢ $ 93:
Cost of revenues $ 574 $ 80:
Gross profit (loss) $ 564 $ 13C
Gross margin 50% 14%
Total operating expenses $ 3,69( $ 4,162
Net loss $ (3,140 $ (3,94))



Basic and diluted common shares outstanding 17,044,73 17,043,70
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Revenues

Cost of revenues

Gross profit (loss)

Gross margin

Total operating expenses

Net loss

Basic and diluted loss per common share

Basic and diluted common shares outstanding

Revenues

Cost of revenues

Gross profit (loss)

Gross margin

Total operating expenses

Net loss

Basic and diluted loss per common share

Basic and diluted common shares outstanding

Fiscal Year Ended December 31, 2011

First
Quarter Second Quarter  Third Quarter Fourth Quarter

©®H &H

©$H &

(unaudited)

(in thousands, except per share and percentage data

1,68t $ 1,04C ¢ 1,98 $ 1,292

89¢ § 64C $ 801 $ 671
787 % 40C ¢ 1,18 % 621
47% 38% 6C% 48%

1,955 $ 257: $ 333 $  885¢
(1899 $ (2259 $ (228) $ (8,23
(015 $ (019 $ (019 $  (0.49

12,699,72 15,983,56 16,075,17 16,674,35

Fiscal Year Ended December 31, 2010

Qngtter Second Quarter  Third Quarter Fourth Quarter
(unaudited)
(in thousands, except per share and percentage data
$ 2,097 $ 90¢ $ 1,22 % 721
$ 1337 % 47¢ % 561 $ 31¢
$ 76C % 42¢ % 66z $ 40z
36% 47% 54% 56%
1,40¢ % 1,118 $ 1,37¢ % 1,571
$ (729) ¢ (663 $ 847 % (1,187
$ (0.06) $ (0.05) % 0.0 $ (0.10

12,148,81 12,278,36 12,372,61 12,420,05
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

You should read the following discussion and anglg&financial condition and results of operatidnsconjunction with
the “Selected Financial Information and Other Dédt&elected Quarterly Financial Data” and our conBdated financial
statements and the related notes thereto incluttsvbere in this prospectus. In addition to histatiinformation, the
following discussion and analysis includes forwérdking information that involves risks, uncertééstand assumptions. Our
actual results and the timing of events could diffi@terially from those anticipated by these ford#wmoking statements as a
result of many factors, including those discusseden “Risk Factors” and elsewhere in this prospext8ee “Special Note
Regarding Forward-Looking Statements” included efsere in this prospectus.

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform
technology, MGuard. MGuard provides embolic pratectin stenting procedures by placing a micron msdshve over a stent.
Our initial products are marketed for use mainlypatients with acute coronary syndromes, notablyeamyocardial infarction
(heart attack) and saphenous vein graft coronaeyvantions (bypass surgery).

On March 31, 2011, we completed a series of sharleamge transactions pursuant to which we acquaitezf the capital
stock of InspireMD Ltd., a company formed under lthes of the State of Israel, in exchange for agregate of 12,666,665 (as
adjusted for the anticipated one-for-four revetselssplit of our common stock) shares of our comrstmck. As a result of
these share exchange transactions, InspireMD kithrhe our wholly-owned subsidiary, we discontinoedformer business
and succeeded to the business of InspireMD Ltduasole line of business.

The share exchange transactions were accounted Borecapitalization. InspireMD Ltd. is the acquior accounting
purposes and we are the acquired company. Accdydithg historical financial statements presented the discussion of
financial condition and results of operations heiagie those of InspireMD Ltd., retroactively resthfor, and giving effect to,
the number of shares received in the share exchemggactions, and do not include the historigafiicial results of our former
business. The accumulated earnings of InspireMDWé&te also carried forward after the share excaaramsactions and
earnings per share have been retroactively restatgide effect to the recapitalization for all pals presented. Operations
reported for periods prior to the share exchargestictions are those of InspireMD Ltd.

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andtesstartificate of
incorporation to effect a reverse stock split of common stock at a ratio of one-for-two to oneffaurr, at any time prior to
our 2012 annual stockholders’ meeting, the exdi od the reverse stock split to be determinedhgyboard. We intend to
effectuate a one-for-four reverse stock split idesrto comply with the listing requirements of NagCapital Market. Such
reverse stock split would immediately increasesiack price. In addition, such reverse stock spitild reduce the number of
shares of common stock outstanding and may atiediquidity of our common stock. The reverse stsglht is expected to
occur the day immediately following the effectivea®f the registration statement of which this peatus is a part.

Recent Developments

During the past several months, we have been reajgour distributor relationships in anticipatiofiresults from our
MASTER Trial, which were published on October 2812. The MASTER trial is the first major randomiz#ddy comparing
the MGuard Coronary to commercially-approved baetadnor drug-eluting stents in primary angiopldstythe treatment of
acute STEMI, the most severe form of heart attAsksuch, we are in the process of appointing netvidutors in certain
territories, and believe that new incentives arahter responsibilities have strengthened arrangesmeth our best and most
experienced country and regional partners. Thirtygistributors are also being replaced by digatés channels in key
European countries where end user average selliogspand the lack of strong distributors are lingitfactors. These activities
caused our sales for the three months ended Sept&0p2012 to decrease to approximately $0.5anillas compared to $2.0
million during the same period in 2011.
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Critical Accounting Policies

Use of estimates

The preparation of financial statements in conféymiith generally accepted accounting principlethie United States
requires management to make estimates using assasifitat affect the reported amounts of assetdialidities, the
disclosure of contingent assets and liabilitiethatdate of the financial statements and the regaiounts of sales and
expenses during the reporting periods. Actual tesduld differ from those estimates.

As applicable to these consolidated financial stetgs, the most significant estimates and assungptilate to inventory
write-off, provisions for returns, legal contingéss;, estimation of the fair value of share-basedpensation and estimation of
the fair value of warrants.

Functional currency

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

The dollar figures are determined as follows: teatisns and balances originally denominated inagslare presented in
their original amounts. Balances in foreign curiesa@re translated into dollars using historical anrrent exchange rates for
non-monetary and monetary balances, respectivaly.ré&sulting translation gains or losses are rexbas financial income or
expense, as appropriate. For transactions refléctia: statements of operations in foreign curies)dhe exchange rates at
transaction dates are used. Depreciation and changeventories and other changes deriving from-mmnetary items are
based on historical exchange rates.

Fair value measurement

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

In determining fair value, we use various valuatiproaches, including market, income and/or gogtaaches. Hierarchy
for inputs is used in measuring fair value that immézes the use of observable inputs and minimizeause of unobservable
inputs by requiring that the most observable infpetsised when available. Observable inputs ardsrthat market participants
would use in pricing the asset or liability deveddpbased on market data obtained from sourcesendept of us.
Unobservable inputs are inputs that reflect ounaggions about the assumptions market participantdd use in pricing the
asset or liability developed based on the bestinédion available in the circumstances. The hiénais broken down into three
levels based on the reliability of inputs.

Concentration of credit risk and allowance for dotfhl accounts

Financial instruments that may potentially subjexto a concentration of credit risk consist ohgassh equivalents and
restricted cash, which are deposited in major fifennstitutions in the United States, Israel &@ermany, and trade accounts
receivable. Our trade accounts receivable are el@fiom revenues earned from customers from vadoustries. We perform
ongoing credit evaluations of our customers’ firahcondition and, generally, require no collatéram our customers. We
also have a credit insurance policy for some ofaustomers. We maintain an allowance for doubtfebants receivable based
upon the expected ability to collect the accoueteivable. We review our allowance for doubtful@aous quarterly by
assessing individual accounts receivable and lafirdialances based on historical collection expeéend an economic risk
assessment. If we determine that a specific cust@mmable to meet its financial obligations tows provide an allowance
for credit losses to reduce the receivable to theumt our management reasonably believes will ieated. To mitigate risks,
we deposit cash and cash equivalents with highitayedlity financial institutions. Provisions foodbtful debts are netted
against “Accounts receivable-trade.”

Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated atdvei of cost (cost is
determined on a “first-in, first-out” basis) or rkat value. Our inventories generally have a
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limited shelf life and are subject to impairmentfasy approach their expiration dates. We regulevbiuate the carrying value
of our inventories and when, in our opinion, fastoicate that impairment has occurred, we edalaireserve against the
inventories’ carrying value. Our determination thataluation reserve might be required, in additethe quantification of
such reserve, requires us to utilize significadgjment. Although we make every effort to ensuresit®iracy of forecasts of
future product demand, any significant unanticigatecreases in demand could have a material inopattte carrying value of
our inventories and reported operating resultsh\Wéspect to inventory on consignment, see “Reveacggnition” below.

Revenue recognition

Revenue is recognized when delivery has occurrgdeece of an arrangement exists, title and risicsrawards for the
products are transferred to the customer, colladioeasonably assured and product returns caglibbly estimated. When
product returns can be reliably estimated a prowigs recorded, based on historical experiencedaddcted from revenues.
The provision for sales returns and related castsneluded in “Accounts payable and accruals —e@thnder “Current
liabilities” and “Inventory on consignment,” respigely.

When returns cannot be reliably estimated, bottedl revenues and costs are deferred, and presemnted“Deferred
revenues” and “Inventory on consignment,” respetyiv

As of September 30, 2012, there are no deferreshieas related to sales for which the rate of retarmot be reliably
estimated.

Our revenue arrangements may contain deliveryesf firoducts upon the achievement of sales taigath period, we
estimate the amount of free products to which thgsteibutors will be entitled based upon the expé@chievement of sales
targets and defer a portion of revenues accordingly

We recognize revenue net of value added tax.

Research and development costs

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

Share-based compensation

Employee option awards are classified as equity@wand accounted for using the grant-date fairevatethod. The fair
value of share-based awards is estimated usinBl#to&-Scholes valuation model, which is expensegt tive requisite service
period, net of estimated forfeitures. We estimatéeftures based on historical experience and iatied future conditions.

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

We account for equity instruments issued to thadypservice providers (non-employees) by recordisgfair value of the
options granted using an option pricing modelgathereporting period, until rewards are vestedilh The expense is
recognized over the vesting period using the acatdd multiple option approach. The expense retateptions granted to
third party service providers with respect to sssfel investor introductions that are recordedairtfair value in equity, as
issuance costs.

In addition, certain of our share-based awardpartbrmance based, i.e., the vesting of these axdedends upon
achieving certain goals. We estimate the expeated/@sting award probability, i.e., the expect&dllhood that the
performance conditions will be achieved, and oerlyognize expense for those shares expected to vest.

Uncertain tax and value added tax positions

We follow a two-step approach to recognizing anésueing uncertain tax and value added tax positibhns first step is to
evaluate the tax and value added tax positiondoognition by determining if the weight of availat@vidence indicates that it
is more likely than not that the position will besgained on audit. The second step is to measerathand value added tax
benefit as the largest amount that is more than &0875%, respectively, likely of being realizednpltimate settlement.
Such liabilities are classified as long-term,
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unless the liability is expected to be resolvedimitwelve months from the balance sheet date.pliey is to include interest
and penalties related to unrecognized tax bengfitsn financial expenses.

Results of Operations

Three Months Ended September 30, 2012 Comparedhed Months Ended September 30, 2011

Revenue. For the three months ended September 30, 20t2 réwenue decreased approximately $1.5 milliory,404%,
to approximately $0.5 million from approximately.82nillion during the same period in 2011. Theduling is an explanation
of the approximately $1.5 million decrease in rax@broken down by its main two components, a deergagross revenues of
approximately $1.6 million, partially offset by atrincrease in deferred revenues of approximatly fillion.

For the three months ended September 30, 2012gtotss revenue decreased by approximately $1l&mibr
approximately 78.4%, to approximately $0.4 millioom approximately $2.0 million during the sameipérin 2011. This
decrease in total gross revenue was predominaitdyg solume based, with decreased sales volumeiatieg for
approximately $1.5 million, or approximately 76.5&86d price decreases to our repeat distributorsuating for the remaining
approximately $0.1 million, or approximately 1.9%e $1.5 million decrease was attributable prirgetdl activities in
anticipation of the release of our MASTER trailuks at the Transcatheter Cardiovascular Therage(fiCT) meeting in
Miami Florida, which included evaluating and apgig new distributors in some territories, as vealreplacing third party
distributors with direct sales channels in key Be@n countries where end user average sellingspaice the lack of strong
distributors are limiting current sales. Broken bytindividual markets, the decrease in gross regemas mainly attributable to
a decrease of approximately $0.2 million in grassenue from our distributor in Argentina, a deceeasapproximately $0.2
million in gross revenue from our distributor ina&il, a decrease of approximately $0.2 million ingp revenue from our
distributor in Mexico, a decrease of approximatdyl million in gross revenue from our distribuitoitaly, a decrease of
approximately $0.1 million in gross revenue fronm distributor in Spain, a decrease of approxima®@yl million in gross
revenue from our distributor in Belarus, a decresdsgpproximately $0.1 million in gross revenuenfrour distributor in
Russia, a decrease of approximately $0.1 milliogross revenue from our distributor in France, @elgse of approximately
$0.1 million in gross revenue from our distributiodreland and a net decrease of approximately 80lbn from our other
distributors.

Net deferred revenue recognized during the threstinscended September 30, 2012 increased to appatetin$0.1 million
recognized in revenue from approximately $4,00@defi during the same period in 2011. This incressesales volume
based, partially offset by approximately $10,006itautable to price decreases. The deferred revesnagnized and deferred
during both periods related to our provision fduras, which is calculated based on our historsetdrns, and recognized one
year later. The reason for the increase in thesthrenths ended September 30, 2012, compared gathe period in 2011, is
the decrease in sales between periods, as wellrasassessment of the provision for returns irthhee months ended
September 30, 2012. Our reassessment of the pyovisi returns of approximately $55,000 was based oomparison of our
history of returns against the percentage of sa&ehad been recording in the provision. For theghmonths ended September
30, 2012, higher sales in the three months endpte®er 30, 2011, as well as the reassessed moyvesused the recognition
of past provision for returns to be higher thanghavision recorded relating to sales made duttegtihiree months ended
September 30, 2012. For the three months endeér8bpt 30, 2011, higher sales caused the provisimrded relating to
sales made during the three months ended Sept&@@p2011 to be higher than the recognition of pastision for returns.

Gross Profit. For the three months ended September 30, 20485 grofit (revenue less cost of revenues) deatease
76.5%, or approximately $0.9 million, to approxielgt$0.3 million from approximately $1.2 million daog the same period in
2011. The key driver of the decrease in gross fonafs our decrease in net revenues of approxim&tey million, as described
above. For the three months ended September 3@, @04 average selling price per stent recognimgdvenue decreased to
$569, and we recognized the sale of 826 stents, fo average price of $624 per stent and 3,186sstecognized in revenue
for the same period in 2011. For the three montidee September 30, 2012, our cost of goods soldtpet was $279 per stent
recognized in revenue, as compared to $251 pefr retepgnized in revenue during the same period

43




TABLE OF CONTENTS

in 2011. Gross margin decreased from 59.7% inttteetmonths ended September 30, 2011 to 54.8% ithte months ended
September 30, 2012.

Research and Development ExpenseFor the three months ended September 30, 20d@ameh and development expense
increased 72.9%, or approximately $0.4 millionapproximately $0.9 million from approximately $0@rillion during the same
period in 2011. The increase in cost resulted milgnetom higher clinical trial expenses of approxately $0.3 million,
attributable mainly to the MASTER Trial (approxirabt $0.2 million), and the MGuard Carotid clinitehl (approximately
$0.1 million). In addition to the increase in ctial trial expenses, there was an increase of appadely $0.1 million in salaries
and share-based compensation due to our hiringdfianal clinical trial personnel. Research andedlepment expense as a
percentage of revenue increased to 185.9% fohtiee tmonths ended September 30, 2012 from 27.5B&isame period in
2011.

Selling and Marketing Expense. For the three months ended September 30, 20lliagsend marketing expense
increased 33.1%, or approximately $0.1 millionapproximately $0.4 million, from approximately $0r8llion during the
same period in 2011. The increase in selling andkaetiag expense resulted primarily from approxirha$60,000 of additional
salaries and approximately $50,000 of additiorelet expenses as we expanded our sales activitiddwide. Selling and
marketing expense as a percentage of revenue sectéa 79.0% in 2012 from 15.2% in 2011.

General and Administrative Expense. For the three months ended September 30, 20h2rgeand administrative
expense decreased 11.0%, or approximately $0.®mitio approximately $2.2 million from approximkt&2.5 million during
the same period in 2011. This decrease resultethpity from a decrease in share-based compensatti$®.8 million (which
predominately pertained to directors’ compensatipajtially offset by an increase of approximat®dy2 million in bad debt
expense, an increase of approximately $0.1 milticeudit fees and an increase of approximately 0lion in miscellaneous
expenses. General and administrative expense eseanpage of revenue increased to 434.6% in 2@h2 125.2% in 2011.

Financial Expenses. For the three months ended September 30, 20idhdial expense increased to approximately $4.2
million from approximately $0.1 million during tteame period in 2011. The increase in expense eelspitmarily from
approximately $3.2 million of financial expensetpéring to the revaluation of warrants due to dack price increasing to
$2.27 on September 30, 2012, from $1.06 on Jun2®®, and approximately $1.0 million of amortipatexpense pertaining
to the convertible debentures and their relategbisse costs for the three months ended Septembp203R. Financial expense
as a percentage of revenue increased from 5.4%lih, 20 828.7% in 2012.

Tax Expenses. Tax expense remained relatively flat at $7,00GHe three months ended September 30, 2012, as
compared to $25,000 during the same period in 2011.

Net Loss. Our net loss increased by approximately $5.2ionijlor 230.0%, to $7.5 million for the three mantnded
September 30, 2012 from $2.3 million during the sgeriod in 2011. The increase in net loss resyltedarily from an
increase in financial expenses of approximatelyt $illion (see above for explanation), a decredsgpproximately $0.9
million in gross profit (see above for explanatiamd an increase of approximately $0.3 million rei@ting expenses (see
above for explanation).

Six Month Period Ended June 30, 2012 Compared ta Bionth Period Ended June 30, 2011

Revenue. For the six month period ended June 30, 2013l tevenue decreased approximately $0.6 millior2400%, to
approximately $2.1 million from approximately $2rillion during the same period in 2011. The $0.8iori decrease was
attributable to a decrease in sales volume, asidledamore fully below. The following is an expldioa of the approximately
$0.6 million decrease in revenue broken down bynitsn two components, a decrease in gross reveriuggproximately $0.5
million and a net decrease in deferred revenuasrezed of approximately $0.1 million.

For the six month period ended June 30, 2012, ¢ptads revenue decreased by approximately $0.®milbr 19.6%, to
approximately $2.0 million from approximately $2rllion during the same period in 2011. This deseem total gross
revenue is predominantly sales volume based, withhehsed sales volume accounting for approxim&e,000, or
approximately 13.0%, and price decreases to owatatistributors accounting for the remaining agjnately $150,000, or
approximately 6.0%. With respect to
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individual markets, this decrease in gross revemaemainly attributable to the fact that we did hate any sales to our
distributor in India during the six month periodded June 30, 2012, compared to sales of approxinite? million to this
distributor during the same period in 2011, a deseeof approximately $0.2 million of gross revefroen our distributor in
Spain, a decrease of approximately $0.1 milliogrofs revenue from our distributor in Argentinaearease of approximately
$0.1 million of gross revenue from our distribuitof=rance and a decrease of approximately $0.1omitif gross revenue from
our distributor in Israel. These decreases werggtlgiroffset by an increase of approximately $tiilion of gross revenues
from our distributor in Russia, an increase of agpnately $0.2 million of gross revenue from oustdbutor in Italy, an
increase of approximately $0.2 million of grossemwe from our distributor in Germany, an increasapproximately $0.1
million of gross revenue from our distributor inl&uad, and an increase of approximately $0.1 milbbgross revenue from our
distributor in Mexico, and an increase of approxiha$0.1 million from our remaining distributor] due to higher sales
volumes to these distributors.

For the six month period ended June 30, 2012, efericbd revenue recognized decreased by approxin®fiel million, or
66.8%, to approximately $0.1 million from approxielg $0.2 million during the same period in 201hisTdecrease was
almost entirely sales volume based, partially dffseapproximately $0.1 million in price increaseur repeat distributors.
The deferred revenue recognized during the six mpatiod ended June 30, 2012 was comprised priynafriipproximately
$0.1 million of revenue that we deferred from gsient to India in the first six months of 2011. @et deferred revenue for
the six month period ended June 30, 2011 considtagproximately $0.1 million of deferred revenwvenfi our distributor in
India, offset by recognized revenue of approxima$€l.1 million from our distributors in Israel, apgimately $0.1 million
from our distributor in Brazil, and approximatel.$ million from other distributors.

Gross Profit. For the six month period ended June 30, 201&sgpoofit (revenue less cost of revenues) decreéibé&do,
or approximately $0.5 million, to approximately $@nillion from approximately $1.2 million duringetsame period in 2011.
Gross margin decreased from 43.5% in the six mpattod ended June 30, 2011 to 33.5% in the six mpatiod ended June
30, 2012. In addition to our decrease in salesptimary reason for the decrease in gross profit avavrite-off of
approximately $0.4 million of slow moving inventesyhich accounted for approximately 89.7% of therdase mentioned
above. We were able to partially offset these desae with reduced production cost per stent didyeeconomies of scale. For
the six month period ended June 30, 2012, our geesalling price per stent recognized in revenug $&84, and we
recognized the sale of 3,548 stents, compared &varage price of $541 per stent and 5,040 stentgnized in revenue for
the same period in 2011. Our cost of goods sold et increased from an average of $305 per stengnized in revenue for
the six month period ended June 30, 2011 to aragessf $388 per stent for the same period in 2012.

Research and Development ExpenseFor the six month period ended June 30, 2012arek and development expense
increased 138.5% or approximately $1.5 millionapproximately $2.6 million, from approximately $irlllion during the
same period in 2011. The increase in cost respltieaarily from higher clinical trial expenses ofm@pximately $1.2 million,
attributable mainly to the MGuard for Acute ST Edéwen Reperfusion Trial (MASTER Trial) (approximbt&0.7 million), the
U.S. Food and Drug Administration clinical triapgoximately $0.3 million) and the MGuard Carotlohical trial
(approximately $0.2 million), an increase of appnuately $0.1 million in salaries, approximately $@nillion in share-based
compensation and approximately $0.1 million in reiBneous expenses. Research and development exgeagercentage of
revenue increased to 125.9% for the six month pgegiaed June 30, 2012 from 40.1% in the same periddl1l.

Selling and Marketing Expense. For the six month period ended June 30, 201Bngelnd marketing expense increased
19.2%, or approximately $0.2 million, to approxielst$1.2 million, from approximately $1.0 milliorudng the same period in
2011. The increase in selling and marketing expeesdted primarily from approximately $0.2 milliof additional salaries
and approximately $0.1 million of additional shéw@sed compensation principally for newly hired sglersonnel in
connection with the expansion of our sales acgsitvorldwide, and approximately $0.2 million in adising expenses. This
increase was partially offset by a decrease ofag@mately $0.1 million of commissions pertaininginig to our first time
shipment of approximately $1.2 million to our distrtor in India during the six month period endedd 30, 2011 (no
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such sale occurred in the same period of 2012ypappately $0.1 million in share-based compensatipoonsultants and
approximately $0.1 million in miscellaneous expen$elling and marketing expense as a percentageefue increased to
60.2% for the six month period ended June 30, 26#A 38.3% in the same period in 2011.

General and Administrative Expense. For the six month period ended June 30, 2012 méand administrative expense
increased 67.3%, or approximately $1.6 millionapproximately $4.0 million from $2.4 million durinbe same period in
2011. The increase resulted primarily from an iaseein share-based compensation of $1.2 milliedgminately related to
directors’ compensation, an increase of approxily&@.2 million in rent expense related to our méva new location to
support our expanding sales activities, an increaspproximately $0.1 million in audit fees to anamodate and comply with
the reporting requirements of the Securities anchBrge Commission, approximately $0.1 million igdefees, related
primarily to compliance with the reporting requiremts of the Securities and Exchange Commissionpappately $0.1
million of fees paid to consultants that was aksated primarily to compliance with the reportirmgiuirements of the Securities
and Exchange Commission, and approximately $0.Bomiin miscellaneous expenses. This increase wefly offset by a
decrease of approximately $0.4 million in litigatiexpenses. General and administrative expenspaseantage of revenue
increased to 193.1% for the six month period erldeet 30, 2012 from 87.7% in the same period in 2011

Financial Expenses (Income). For the six month period ended June 30, 2012anfiral expense decreased 113.9%, or
approximately $0.9 million, to approximately $0.1llion of financial income from $0.8 million of fancial expense during the
same period in 2011. The decrease in expenseadguimarily from approximately $1.3 million of fimcial income from the
revaluation of warrants pertaining to our conveetittebentures, partially offset by approximately2#hillion of amortization
expense pertaining to the same convertible debeshtamd their related issuance costs in the sixmuoetiod ended June 30,
2012, as compared to a one-time financial expessgrding of approximately $0.6 million in the fisik month period of 2011
pertaining to the revaluation of an outstandingvestible loan at fair value prior to redemption apmproximately $0.2 million
for the favorable impact of exchange rate diffeesnfor the six month period ended June 30, 201hrfial expense as a
percentage of revenue was 28.9% for the six moatiogh ended June 30, 2011, compared to 5.3% dafidiahincome for the
same period in 2012.

Tax Expenses. Tax expense remained relatively flat at $32,@0GHe 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.%anijlor 70.7%, to $7.1 million for the six monthrijoel ended
June 30, 2012, from $4.2 million during the sameqakin 2011. The increase in net loss resultecharily from an increase in
operating expenses of approximately $3.3 millieze(above for explanation) and a decrease of appedgly $0.5 million in
gross profit (see above for explanation). Thiséase was partially offset by a decrease in finhegigenses (income) of
approximately $0.9 million (see above for explaow)i

Twelve Months Ended December 31, 2011 Comparedwel¥e Months Ended December 31, 2010

Revenue. For the twelve months ended December 31, 2014l rievenue increased approximately $1.1 milliar20.3%,
to approximately $6.0 million from approximately.$4million during the same period in 2010. The $hillion increase was
attributable primarily to an increase in sales wudy as described more fully below. The followingsexplanation of the
approximately $1.1 million increase in revenue l@roklown by its main two components, an increaggdss revenues of
approximately $2.5 million offset by a net decremséeferred revenues of approximately $1.4 million

For the twelve months ended December 31, 2011,dotas revenue increased by approximately $2.bomjlor 77.6%, to
approximately $5.7 million from approximately $3r@llion during the same period in 2010. This ingeén total gross revenue
was predominantly sales volume based, with inceaakes volume accounting for approximately $2.Boni or
approximately 72.5%, and price increases accoumtinthe remaining approximately $0.2 million, @paoximately 5.1%. In
general, we focused on opening new markets, subitdas and also increasing sales in existing markg presenting clinical
data at conferences and individual presentatiodettors about the merits of MGuard Coronary. Witspect to individual
markets, this increase in gross revenue is maitipatable to the first time shipment of approxtelg
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$1.2 million to our distributor in India during tieelve months ended December 31, 2011, an incafaegproximately $0.4
million of gross revenue from our new distributorRussia, an increase of approximately $0.4 milbbgross revenue from our
distributor in Israel, an increase of approxima&dy3 million of gross revenue from our distributoBrazil, an increase of
approximately $0.2 million of gross revenue front distributor in Spain, an increase of approximaf.2 million of gross
revenue from our distributor in Argentina, an irese of approximately $0.1 million of gross revefroen our distributor in
South Africa, an increase of approximately $0.liamilof gross revenue from our new distributor ikriine, an increase of
approximately $0.1 million of gross revenue front naw distributor in the Netherlands and an inceezfsapproximately $0.1
million of gross revenue from our distributor in ¥Meo. This increase was partially offset by a daseeof approximately $0.2
million in gross revenue from our distributor in1@®ny, a decrease of approximately $0.2 milliogrioss revenue from our
distributor in Pakistan, a decrease of approxirga#él2 million from our distributor in Poland, aaiease of approximately
$0.1 million in gross revenue from our distributioitaly, and a decrease of approximately $0.liamlin gross revenue to our
distributor in France, all due to lower sales votuto these distributors. We also shipped and reézedrgross revenue for
approximately $0.2 million more from our remainidigtributors during the twelve months ended Decertie2011, as
compared to the same period in 2010.

For the twelve months ended December 31, 2011defetred revenue recognized decreased by appradingit.4 million,
or 83.8%, to approximately $0.3 million from appiraately $1.7 million during the same period in 20T8e key driver of this
decrease was a decrease in the volume of revefiereatkbto 2011 compared to the volume of revendierce to 2010,
accounting for approximately $1.3 million or approately 74.5%, with the remaining approximatelyl$million, or 9.3%,
being driven by price decreases in the revenueam@eféo 2011 compared to the revenue deferred 160.2ZRevenue recognition
out of deferred income had less of an impact inl2&4 compared to 2010 due to the fact that we @efenainly shipments in
2008 and 2009 that were recognized in 2010. In 2641y a small set of customers had a large poufaheir revenues
deferred until 2011.

For the twelve months ended December 31, 201 Ineudeferred revenue consisted of approximatelg $ollion
attributable to our distributor in Israel, approxtaly $0.1 million to our distributor in Brazil, drapproximately $0.1 million to
our distributor in Poland, offset by approximat&d.1 million deferred for a shipment to our distitidr in India. Our distributor
in Israel had a contractual right to return allgh&ses to us within 18 months of the purchase Bate to our inability to
accurately estimate the amount of future returthsades to this distributor were deferred untisth8 month return period
elapsed. On May 9, 2011, our distributor in Isiegrleed to revoke its previous rights to return pases, resulting in all future
sales being final. The deferred revenue of appratéhy $0.2 million recognized during the twelve rtienperiod ended
December 31, 2011 accounted for all previous pwehdy the distributor that the distributor no leingad a contractual right
to return and were not yet recognized as rever@esdistributor in Brazil has a contractual rightreturn all purchases for up
to six months from the delivery date. Due to owbitity to accurately estimate the amount of futtetirns by our distributor in
Brazil, all sales made to it were also deferredl tim six month return period elapsed. The deferevenue of approximately
$0.1 million recognized during the twelve monthsipe ended December 31, 2011 accounted for purshrasele in December
2010 that were not returned by the Brazilian distior and were not yet recognized as revenue1a,at was decided that
due to lack of actual returns from the Braziliastdbutor, despite the clause in its contract, vilene longer defer revenue
pertaining to current shipments. Our distributolridia made its first purchase in 2011. Becausauofnexperience with this
distributor, management decided to defer a poxicthe shipment to 2012, when it could better deige if a portion of it
would be returned.

For the twelve months ended December 31, 201Qjefetred revenue recognized of approximately $illfomwas
comprised mainly of shipments from 2008 and 2008uiodistributor in Poland of approximately $1.3lion, to our distributor
in Brazil of approximately $0.3 million, and to adistributor in Sri Lanka of approximately $0.1 haoih. For the twelve months
ended December 31, 2010, our distributor in Polanbject to our sole discretion, had the rightetoim our products. Because
we were unable to develop estimates for the lef/gttarns, the $1.3 million worth of shipments maad¢he distributor in
Poland that we recorded as deferred revenues wgreerognized during the twelve months ended Déegr81, 2010 as
revenues. As noted above, our distributor in Briaag a contractual right to return all purchasesifoto
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six months from the delivery date. As also notedvah due to our inability to accurately estimate tate of return by this
distributor, all sales made to it were also deféustil the six month return period elapsed. Thieted revenue of
approximately $0.3 million recognized during theslve months period ended December 31, 2010 acabimtgurchases
made in December 2009 that were not returned amel ma yet recognized as revenues.

Gross Profit. For the twelve months ended December 31, 20DbEsgorofit increased 32.8%, or approximately $0.7
million, to approximately $3.0 million from appraowately $2.3 million during the same period in 20G@0ss margin increased
from 45.5% in the twelve months ended DecembeRB10 to 49.9% in the twelve months ended Decembg?2®11. In
addition to an increase in sales, we were ablmpyave our gross profit because of reduced prodnaost per stent driven by
reduction in price per unit from our subcontractnd economies of scale. For the twelve months ebéeember 31, 2011, our
average selling price per stent recognized in regemas $571, and we recognized the sale of 10{828scompared to an
average price of $606 per stent and 8,171 stectgnézed in revenue for the same period in 2010.d0st of goods sold per
stent decreased from an average of $330 per gteogmized in revenue for the twelve months endezkBéer 31, 2010 to an
average of $286 per stent for the same period 111 20he higher price per stent for the twelve memthded December 31,
2010 was effected by the price of stents sold ©82&nd 2009 to one of our European distributosuros when the Euro was
much stronger than the U.S. dollar, at an averaige pf $997 when translated to U.S. dollars.

Research and Development ExpenseFor the twelve months ended December 31, 20%&areh and development
expense increased 84.9%, or approximately $1.2omjlto approximately $2.5 million from approximigt&1.3 million during
the same period in 2010. The increase in costtezsptimarily from higher clinical trial expensesapproximately $1.2
million, attributable mainly to the U.S. Food anduB Administration clinical trial (approximately $million) and the
MGuard for Acute ST Elevation Reperfusion Trial (AER Trial) (approximately $0.3 million), and ariease of
approximately $0.3 million in salaries, offset by approximately $0.2 million reduction in miscekamus expenses and an
approximately $0.1 million reduction in share-basethpensation. Research and development experspaasentage of
revenue increased to 41.2% for the twelve montde@®ecember 31, 2011 from 27.0% in the same pefi@d10.

Selling and Marketing Expense. For the twelve months ended December 31, 201llingand marketing expense
increased 59.6%, or approximately $0.7 millionapproximately $2.0 million, from approximately $X8llion during the
same period in 2010. The increase in selling andetiag expense resulted primarily from approxirha$9.3 million of
additional salaries and approximately $0.4 of shwased compensation principally for newly hirecesalersonnel in
connection with the expansion of our sales acésitvorldwide, and approximately $0.1 million of aorssions pertaining
mainly to our first time shipment of approximat&y.2 million to our distributor in India. This irease was partially offset by a
decrease of approximately $0.1 million in adventisexpenses. Selling and marketing expense agargage of revenue
increased to 32.9% in 2011 from 25.0% in 2010.

General and Administrative Expense. For the twelve months ended December 31, 20Ttergband administrative
expense increased 323.6%, or approximately $9kbmiko approximately $12.3 million from $2.9 nidh during the same
period in 2010. The increase resulted primarilyrfran increase in share-based compensation of $ffi@which
predominately pertains to directors’ compensatinincrease of approximately $0.5 million in salexpenses (due to an
increase in employee infrastructure to accommoalatecomply with the reporting requirements of tikeeBities and Exchange
Commission), an increase in investor related a@wiof approximately $0.5 million (due to us hayimeen a publicly reporting
company during the twelve months ended Decembe2(®l1, but not during the same period in 2010)jparease of
approximately $0.5 million in litigation expensgsi(narily due to a provision for our potential logdated to a threatened
lawsuit from a finder claiming a future successdad commissions for assistance in finding ourritistor in Brazil),
approximately $0.3 million in legal fees (also tethprimarily to compliance with the reporting reements of the Securities
and Exchange Commission), and approximately $0lBomin audit fees to accommodate and comply wlii reporting
requirements of the Securities and Exchange
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Commission. This increase was partially offset lwearease of approximately $0.1 million in miscadlaus expenses. General
and administrative expense as a percentage ofuevaoreased to 204.4% in 2011 from 58.6% in 2010.

Financial Expenses (Income). For the twelve months ended December 31, 20d4néial expense increased 506.5%, or
approximately $0.8 million, to approximately $1.@lion from $0.2 million during the same period2010. The increase in
expense resulted primarily from a one-time finaheigense recording of approximately $0.6 milliarthie first quarter of 2011
pertaining to the revaluation of an outstandingvestible loan at fair value prior to redemption amproximately $0.2 million
for the favorable impact of exchange rate diffeesnfor the twelve months ended December 31, 2HtQdtH not occur during
the twelve months ended December 31, 2011. Finkexiense as a percentage of revenue increasedftd®in 2010, to
15.6% in 2011.

Tax Expenses. Tax expense remained relatively flat at $2,00GHe twelve months ended December 31, 2011, as
compared to $47,000 during the same period in 2010.

Net Loss. Our net loss increased by approximately $11.8anijlor 328.8%, to $14.7 million for the twelve ntbs ended
December 31, 2011 from $3.4 million during the sgm@egod in 2010. The increase in net loss resytedarily from an
increase in operating expenses of approximately2ftillion (see above for explanation) and an inseeof approximately $0.8
million in financial expenses (income) (see abaweeikplanation). This increase was partially offsgtin increase in gross
profit of approximately $0.7 million (see above &xplanation).

Twelve Months Ended December 31, 2010 Comparedwel¥e Months Ended December 31, 2009

Revenues. For the twelve months ended December 31, 2014, ievenue increased approximately $1.5 milliar4%.1%,
to approximately $4.9 million from approximately.$3nillion in 2009. The $1.5 million increase irvemue was primarily
attributable to an increase in the amount of négrded revenues recognized during 2010.

For a description of the revenue deferred to 26&6,“Twelve months ended December 31, 2011 compautective
months ended December 31, 2010” above.

For the twelve months ended December 31, 2009]efetred revenue of approximately $0.1 million wamprised mainly
of shipments made in 2009 but deferred and recedriiz 2010 to our distributor in Brazil in the ambof approximately $0.4
million, to our distributor in Poland in the amowft$0.2 million and to our distributor in Israel the amount of $0.2 million,
offset by shipments made in 2008 but deferred andgnized in revenue in 2009 from our distributottaly in the amount of
$0.5 million, and from our distributor in Cyprustime amount of $0.2 million. Because 2008 was wst year of sales and we
were unable to accurately estimate the amounttafdueturns of our products, all revenues fronpisteints made in 2008 were
deferred and recognized in 2009. The deferred tevéor each distributor recognized during the twetwonth period ended
December 31, 2009 accounted for the purchases imakle twelve month period ended December 31, 2088were not
returned by either distributor and were not yebggtzed as revenues. See also “Twelve months ebdeember 31, 2011
compared to twelve months ended December 31, 28(i@Ve for the reasons why such revenue was defen&/or recognized
for certain of the distributors listed above.

Total gross revenue for the twelve months endeceBeer 31, 2010 remained relatively flat in compari® the twelve
months ended December 31, 2009, increasing by gippately $46,000. This increase was predominarglgsvolume based,
with increased sales volume accounting for appresety $263,000, offset by price decreases in theusitnof $217,000. The
increase in sales volume was evenly distributedrgnoair distributors. The decrease in prices weeetdwur penetration of
newly opened markets, namely Brazil, Slovakia agdrGs in 2010, which required reduced prices aspeoed to 2009.

Gross Profit. For the twelve months ended December 31, 208sgorofit (revenue less cost of revenues) inctease
101.2%, or approximately $1.1 million, to approxtels $2.2 million from approximately $1.1 milliorudng the same period
in 2010. Our gross margin percentage for the tweleaths ended December 31, 2010 increased to 4&f 5&venues,
compared to 32.8% during the same period in 2008dHition to an increase in sales, we were abi@poove our gross profit
because of reduced production cost
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per stent driven by reduction in price per uninfrour subcontractor and economies of scale. Famtale months ended
December 31, 2010, our average selling price it secognized in revenue was $606, and we recediie sale of 8,171
stents, compared to an average price of $577 @etr and 5,910 stents recognized in revenue fosdhee period in 2009. Our
cost of goods sold per stent decreased from arageeaf $380 per stent recognized in revenue fotviiebre months ended
December 31, 2009 to an average of $330 per sietiidé same period in 2010. The higher price patdor the twelve months
ended December 31, 2010 was affected by the pfisteots sold in 2008 and 2009 to one of our Eumopalistributors in
Euros when the Euro was much stronger than theddlfr, at an average price of $997 when trandltdd).S. dollars.

Research and Development ExpenseFor the twelve months ended December 31, 20%8areh and development
expense remained relatively flat at approximatdly8$nillion as compared to the same period in 26@%earch and
development expense as a percentage of revenusadedrto 27.0% in 2010 from 39.0% in 2009.

Selling and Marketing Expense. For the twelve months ended December 31, 20llhgand marketing expense
increased by approximately $0.2 million, or 18.88&6approximately $1.2 million from approximately.@illion during the
same period in 2009. The increase in cost respltedarily from an increase of approximately $0.2lion in advertising
expenses. Selling and marketing expense as a pageeof revenue decreased to 25.0% in 2010 froBf@8M 2009.

General and Administrative Expense. For the twelve months ended December 31, 20X®&rgeand administrative
expense increased approximately $1.4 million, 05%/ to approximately $2.9 million from approximgt&1.5 million during
the same period in 2009. The increase resultedapitinfrom an increase in share-based compensafiapproximately $0.7
million (of which approximately $0.5 million relatego employees and $0.2 million related to dirextoan increase of
approximately $0.2 million in audit fees (as weganed for the transition from generally acceptezbanting principles in
Israel to the United States), an increase of $0lllomin salary expenses, and an increase of agiprately $0.4 million in other
expenses (due to our overall expansion). Genethhdministrative expense as a percentage of revaoreased to 58.6% in
2010 from 43.0% in 2009.

Financial Expenses (Income). For the twelve months ended December 31, 2048néial expense increased to
approximately $0.2 million from income of $4,000 fbe same period in 2009. The increase in expeyssdted primarily from
a one-time financial income recording of $0.3 raiilin 2009 pertaining to the cancellation of thewarsion feature of a
convertible loan that was repaid in the same y@agancial expense as a percentage of revenue gedéda 3.1% in 2010,
compared to financial income as a percent of regeriu..2% in 2009.

Tax Expenses. Tax expense remained flat at $47,000 for thevevelonths ended December 31, 2010 and 2009. Our
expenses for income taxes reflect primarily theligbility due to potential tax exposure.

Net Loss. Our net loss increased by approximately $0.7ionijlor 25.6%, to approximately $3.4 million in Z0ftom
approximately $2.7 million during the same perin@009. The increase in net loss resulted priméndiyn an increase in
operating expenses of approximately $1.6 milliee(above for explanation) and an increase of appedgly $0.2 million in
financial expenses (see above for explanationk Fiurease was partially offset by an increaseasgprofit of approximately
$1.1 million (see above for explanation).

Liquidity and Capital Resources

Three Months Ended September 30, 2012 Comparedhed Months Ended September 30, 2011

Since our formation, we have had recurring lossesreegative cash flows from operating activitied have significant
future commitments. For the three months endedeBdper 30, 2012, we had losses of approximately §ifllidn and negative
cash flows from operating activities of approxinhat2.4 million. Additionally, as of September 2M12, we had a capital
deficiency of $756,000. We believe that our workaagpital as of September 30, 2012 of approxim&#8l$ million should
enable us to continue funding the negative cashsflivom operating activities until October 2013,emtour convertible
debentures are subject to a non-contingent redempfition that could require us to make a payméapproximately $13.3
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million, including accrued interest. Since we expgeacontinue incurring negative cash flows fronergions and in light of the
potential cash requirement in connection with aamertible debentures, there is substantial dobbtibour ability to continue
operating as a going concern.

Based on our financial position as of Septembef8@2, we will need to raise further capital at sdture point in time,
through the sale of additional equity securitiesl@bt. Our future capital requirements and the aaey of our available funds
will depend on many factors, including our abilitysuccessfully commercialize our MGuard products,development of
future products and competing technological andketadevelopments. However, we may be unable te mifficient
additional capital when we require it or upon tefmsrable to us. In addition, the terms of anyusities we issue in future
financings may be more favorable to new investasraay include preferences, superior voting rigints the issuance of
warrants or other derivative securities, which rhaye a further dilutive effect on the holders of afour securities then
outstanding. If we are unable to obtain adequatd<on reasonable terms, we will need to curtatatons significantly,
including possibly postponing or halting our U.80H and Drug Administration clinical trials or eritgy into financing
agreements with unattractive terms.

General. At September 30, 2012, we had cash and cashagnts of approximately $8.3 million, as compae$10.3
million as of June 30, 2012. The decrease is ataiide primarily to our net loss, excluding nonfcéieancial expenses. We
have historically met our cash needs through a @wetibn of issuance of new shares, borrowing aiiziand sales. Our cash
requirements are generally for product developn@imical trials, marketing and sales activitiegaahce and administrative
cost, capital expenditures and general workingtahpi

Cash used in our operating activities was approtaip&2.4 million for the three months ended Sefiten80, 2012 and
$2.1 million for the same period in 2011. The pifpat reasons for the usage of cash in our operatitigities for the three
months ended September 30, 2012 include a nebfaggproximately $7.5 million, offset by approxirebt $4.0 million in non-
cash financial expenses, approximately $1.0 miliionon-cash share-based compensation and a dedéneasrking capital of
approximately $0.1 million.

Cash used in our investing activities was approxéfye$57,000 during the three months ended Septe8he012,
compared to approximately $264,000 of cash gergtatenvesting activities during the same perio@@i1. The principal
reason for the decrease in cash flow from invesittiyities during 2012 was the purchase of appnaxely $35,000 of new
manufacturing equipment and the funding of emplaytieement funds of approximately $22,000.

Cash generated by financing activities was apprateéty $0.4 million for the three months ended Seyier 30, 2012,
compared to $1.4 million generated from financintities for the same period in 2011. The printg@urce of cash from
financing activities during the three months en8egtember 30, 2012 was funds received for the eseeof options and
warrants in the amount of approximately $0.4 millitn contrast, during the three months ended &dpee 30, 2011, we
received approximately $1.5 million from the exsecof options, partially offset by a repayment &freg term loan of
approximately $0.1 million.

As of September 30, 2012, our current assets erdemgarent liabilities by a multiple of 3.6. Curtexssets decreased
approximately $2.3 million during the three mon#ripd, mainly due to cash used in operations, amcknt liabilities
decreased by approximately $0.2 million duringshee period. As a result, our working capital sitsplecreased by
approximately $2.1 million to approximately $8.6llinh during the three months ended September GD22

Six Month Period Ended June 30, 2012 Compared te 8ix Month Period Ended June 30, 2011

General. At June 30, 2012, we had cash and cash equigadémtpproximately $10.3 million, as compared td%8&illion
at June 30, 2011. The increase is attributablegriiynto the issuance of senior secured convertieleentures and warrants on
April 5, 2012.

Cash used in our operating activities was approtaip&4.4 million for the six month period endedé80, 2012, and
approximately $1.8 million for the same period 012. The principal reasons for the usage of casluiroperating activities
for the six month period ended June 30, 2012 iredual net loss of approximately $7.1 million andragpnately $1.3 million
in non-cash financial income related to the
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revaluation of warrants pertaining to our conveetittebentures, offset by approximately $1.9 milliomon-cash share-based
compensation, approximately $1.0 million in nonkcéisancial expense related to our convertible délres, a decrease in
working capital of approximately $0.9 million (dem primarily from a decrease in our accounts rext#ésof approximately
$0.5 million due to our decrease in sales and arease of approximately $0.5 million in other pdgaldue to accruals
recorded pertaining to the MGuard for Acute ST Bten Reperfusion Trial (MASTER Trial) and the UF®od and Drug
Administration clinical trial) and approximately 20million of all other adjustments.

Cash used by our investing activities was approteéiga0.2 million during the six month period endkathe 30, 2012,
compared to approximately $0.1 million during tleng period in 2011. The principal reason for theease in cash used in
investing activities during 2012 was the purchasagpproximately $0.2 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 same period in 2011. Thegpal source of cash flow from financing actieg during 2012 was the
proceeds from our convertible debentures and weriasued on April 5, 2012 of approximately $9.9iom, offset by the
repayment of a long-term loan in the amount of apjpnately $0.1 million. The principal source of ba®w from financing
activities during the six month period ended Jude2®11 was the private placement conducted inucatijon with the share
exchange transactions on March 31, 2011 and othexte equity issuances prior to and after theesleachange transactions in
the aggregate amount of approximately $10.6 millaffset by the repayment of a convertible loathie amount of
approximately $1.0 million and the partial repayinena long-term loan in the amount of approximated.2 million.

As of June 30, 2012, our current assets exceedeehtliabilities by a multiple of 4.1. Current assincreased
approximately $4.5 million during the six month iperended June 30, 2012, mainly due to cash rd&isedthe convertible
debenture and warrant offering on April 5, 2012] anrrent liabilities increased by approximatelyl$million during the same
period. As a result, our working capital surplusreased by approximately $4.4 million to approxieha$10.8 million during
the six month period ended June 30, 2012.

Long-Term Loan. Prior to June 30, 2012, we had a long-term loaihé amount of approximately $0.1 million bearing
interest at the three month U.S. Dollar LIBOR ngligs 4% per annum. The loan was payable in eigaittgty installments
during a period of three years that began in A3010. According to the loan agreement, in casengeait
transaction” (defined as certain merger or sales@ations, or an initial public offering), we wesguired to pay to the bank an
additional $0.25 million if the sum received in tih@nsaction was higher than $100.0 million. Thenlavas repaid in January
2012.

Sales of Stock/Issuance of Debt and Securitiedor the six month period ended June 30, 2014ssted senior secured
convertible debentures due April 5, 2014 in thgioal aggregate principal amount of $11,702,128famdyear warrants to
purchase an aggregate of 835,866 shares of our oaratack at an exercise price of $7.20 per sharadpusted for the
anticipated one-for-four reverse stock split of oammon stock) in exchange for aggregate grosspascof $11.0 million,
with corresponding net proceeds of approximatel@ $8illion. The convertible debentures were isswét a 6% original
issuance discount, bear interest at an annuabf&@® and are convertible at any time into shafeommon stock at an initial
conversion price of $7.00 per share (as adjustethéanticipated one-for-four reverse stock sglibour common stock). Upon
conversion of the convertible debentures, investditgeceive a conversion premium equal to 8% gemum, with a limit of
12% for the term of the convertible debentureghefprincipal amount being converted. In addititie, investors may require
us to redeem the convertible debentures at anyaftee October 5, 2013 (18 months after the daissefance) for 112% of the
then outstanding principal amount, plus all accrimerest, and we may prepay the convertible defesatafter six months for
112% of the then outstanding principal amount, plliaccrued interest. In connection with this fineng, we paid placement
agent fees of $848,750 and issued placement agramtants to purchase 78,078 shares of common &isckdjusted for the
anticipated one-for-four reverse stock split of oammon stock), with terms identical to the warsaasued to the investors.
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Twelve Months Ended December 31, 2011 Comparedwel¥e Months Ended December 31, 2010

General. At December 31, 2011, we had cash and cash degnfsaf approximately $5.1 million, as compare&®6
million at December 31, 2010. The increase was gmilgnattributable to the private placement condddh conjunction with
the share exchange transactions on March 31, 2@d bther private equity issuances prior to and dfte share exchange
transactions.

Cash used in our operating activities was approtelp&6.0 million for the twelve months ended Debem31, 2011, and
approximately $2.7 million for the same period 018. The principal reasons for the usage of casluiroperating activities
for the twelve months ended December 31, 2011 dreciia net loss of approximately $14.7 million ardeearease in working
capital of approximately $2.0 million, offset bympximately $9.6 million in non-cash share-basetgensation, an
approximately $0.9 million in non-cash financiapexrses related to the revaluation of a convertitzie and approximately
$0.2 million of all other adjustments.

Cash provided by our investing activities was agpjnately $13,000 during the twelve months endeddbdwer 31, 2011,
compared to approximately $46,000 of cash usedmsting activities during the same period in 200t@e principal reason for
the decrease in cash flow from investing actividasng 2011 was a decrease in restricted cashpbaimately $160,000,
offset by the purchase of approximately $140,000exf manufacturing equipment.

Cash flow generated from financing activities wppraximately $10.7 million for the twelve monthsded December 31,
2011, and $3.0 million for the same period in 20l principal reason for the increase in cash fimm financing activities
during 2011 was the private placement conducteimunction with the share exchange transactionglarch 31, 2011 and
other private equity issuances and exercise obogtprior to and after the share exchange tramsecin the aggregate amount
of approximately $12.1 million, offset by the repagnt of a convertible loan in the amount of appreatgely $1.0 million and
the partial repayment of a long-term loan in theam of approximately $0.4 million.

As of December 31, 2011, our current assets exdeadeent liabilities by a multiple of 2.8. Curreadsets increased
approximately $5.9 million during 2011, mainly disecash raised from the private placements in 2@hile current liabilities
decreased approximately $0.5 million during the sgeriod. As a result, our working capital surpheseased by
approximately $6.4 million to approximately $6.3lllan during the twelve months ended December 81,12

Long-Term Loan. As of December 31, 2011, we had a long-term mastanding in the amount of approximately $0.1
million bearing interest at the three month U.SII&d_IBOR rate plus 4% per annum. See “Six morghiqgd ended June 30,
2012 compared to six month period ended June 30, 26 Long-Term Loan.”

Convertible Loans. Prior to December 31, 2011, we had convertitdeooutstanding with an aggregate principal amount
outstanding of approximately $1.58 million that &anterest at the rate of 8% per annum. Followireggghare exchange
transactions on March 31, 2011, $580,000 plus accmterest converted into shares of our commaorkstad warrants to
purchase shares of our common stock. The remapringipal in the amount of $1.0 million, plus atlcued interest, was
repaid on May 15, 2011.

Sales of Stock. For the twelve months ended December 31, 2011ssued an aggregate of 3,078,786 shares of common
stock and warrants to purchase 1,677,268 shamsnuhon stock (each, as adjusted for the anticipaedfor-four reverse
stock split of our common stock) for gross proceafdspproximately $13.7 million and correspondiregg proceeds of
approximately $12.1 million.

Twelve Months Ended December 31, 2010 Comparedwel¥e Months Ended December 31, 2009

General. At December 31, 2010, we had cash and cash degnfsaf approximately $0.6 million, as compare&@o4
million at December 31, 2009.

Cash used in our operating activities was approtéip&2.7 million for the twelve months ended Debem31, 2010, and
approximately $1.5 million for the same period 602. The principal reasons for the increase in casldl in operations in 2010
included a net loss of approximately $3.4 milliardecrease
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of approximately $1.6 million in deferred revenaéfset by approximately $1.6 million of non-castashtbased compensation
expense, an increase of approximately $0.4 millioother working capital and $0.3 million of oth@sn-cash adjustments.

Cash used in investing activities was approximasdi§,000 for the twelve months ended December @10 2nd
approximately $0.3 million for the same period 009. The principal reasons for the decrease in l@shfrom investing
activities included approximately $81,000 for plant equipment purchases offset by a decreasepohamately $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 million for the sareeqd in 2009. The principal reasons for the insesia cash flow from
financing activities during 2010 were the issuaofcapproximately $1.8 million in new shares andigsiance of convertible
loans of approximately $1.5 million, offset by ttepayment of a long-term loan in the amount of agipnately $0.3 million.

As of December 31, 2010, current assets were appabely equal with our current liabilities. Curreagsets decreased
approximately $0.2 million during the twelve monthreded December 31, 2010 while current liabilidesreased by
approximately $1.5 million during the same peridd.a result, our working capital deficiency decezhby approximately $1.2
million to approximately $53,000 during the twelmenths ended December 31, 2010.

Newly Adopted Accounting Guidance

In May 2011, the Financial Accounting StandardsrBassued Accounting Standards Update No. 201 F-8#,Value
Measurement (Topic 820): Amendments to Achieve Comfrair Value Measurement and Disclosure Requirésriarl.S.
GAAP and IFRSs (“ASU 2011-04"). ASU 2011-04 changedain fair value measurement principles andfi#arthe
application of existing fair value measurement gaice. These amendments include, among otherdg Bpplication of the
highest and best use and valuation premise cond@ptsieasuring the fair value of an instrumenssiffed in a reporting
entity’s shareholders’ equity and (3) disclosingugtitative information about the unobservable ispuged within the Level 3
hierarchy. Effective January 1, 2012, we adopted 2811-04. The adoption of this accounting stanslaggtate did not have a
material impact on our consolidated financial stegats.

Factors That May Affect Future Operations

We believe that our future operating results walhtinue to be subject to quarterly variations bagsah a wide variety of
factors, including the cyclical nature of the oidgrpatterns of our distributors, timing of regoligt approvals, the
implementation of various phases of our clinicallsrand manufacturing efficiencies due to therigay curve of utilizing new
materials and equipment. Our operating resultsccalsio be impacted by a weakening of the Euro &medgthening of the New
Israeli Shekel, or NIS, both against the U.S. dollastly, other economic conditions we cannot$eemay affect customer
demand, such as individual country reimbursemelitips pertaining to our products.
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Tabular Disclosure of Contractual Obligations

The following table summarizes our outstanding ettal obligations as of June 30, 2012:

Payments Due By Period

(in thousands)

Less than More than
Contractual Obligations Total 1 year 1-3years 3 -5years 5 years
Convertible loart? $ 14748 $ 705 $ 14,04 0 0
Operating lease obligatiof® $ 91z $ 40 $ 51C 0
Accounts Payable $ 1,98 $ 198: $ 0 0
Total $ 1764. $ 3,08 $ 14550 $ — 8 —

(1) Our convertible loan obligations as of JuneZM,2 consisted of senior secured convertible debesissued to certain
investors on April 5, 2012 in the aggregate amadiiftl1.7 million. Our convertible debentures bereiiest at the rate of
8% per annum and are convertible at any time ihtwes of common stock at an initial conversiongpd€$7.00 per share
(as adjusted for the anticipated one-for-four regestock split of our common stock). The holderswfconvertible
debentures may require us to redeem our conved#entures at any point 18 months after the ddtswance for 112%
the outstanding principal amount.

(2) Our operating lease obligations consist ofiéi@se for our offices and manufacturing facilifieS el Aviv, Israel and the
leases for the majority of our company cars.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We are exposed to market risk related to fluctuatio interest rates and in foreign currency exghaates.

Interest Rate Exposure

Our exposure to market risk relates primarily torstterm investments, including funds classifieccash equivalents. As of
September 30, 2012, all excess funds were invéstitie deposits and other highly liquid investnseitherefore our interest
rate exposure is not considered to be material.

Foreign Currency Exchange Rate Exposure

Our foreign currency exchange rate exposure coasino evolve as we grow internationally. Our expeda foreign
currency transaction gains and losses is the reBao#rtain revenues and expenses being denomiimatenlrencies other than
the U.S. dollar, primarily the Euro and the Nevalsr Shekel. We do not currently engage in hedgingimilar transactions to
reduce these risks. Fluctuations in currency exgbaates could impact our results of operatiomsricial position, and cash
flows.
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BUSINESS

History

We were organized in the State of Delaware on Felr29, 2008 as Saguaro Resources, Inc. to engdbe acquisition,
exploration and development of natural resourcggntges. On March 28, 2011, we changed our nanme f@aguaro
Resources, Inc.” to “InspireMD, Inc.”

On March 31, 2011, we completed a series of shareamge transactions pursuant to which we issuedhbreholders of
InspireMD Ltd. 12,666,666 shares of common stoska@justed for the anticipated one-for-four revetsek split of our
common stock) in exchange for all of InspireMD L4dssued and outstanding ordinary shares, resguittithe former
shareholders of InspireMD Ltd. holding a contrajlimterest in us and InspireMD Ltd. becoming ouoirowned subsidiary.
In addition, all options, warrants or other segesiconvertible into or exercisable for ordinarass of InspireMD Ltd. were
exchanged for options, warrants or other securitiesertible into or exercisable for shares of cammon stock.

Immediately following the share exchange transastiove transferred all of our pre-share exchangeating assets and
liabilities to our wholly-owned subsidiary, Saguatoldings, Inc., a Delaware corporation, and trared all of Saguaro
Holdings, Inc.’s outstanding capital stock to LyBriggs, our then-majority stockholder and our formpeesident, chief
executive officer, chief financial officer, secrgtdreasurer and sole director, in exchange forctrcellation of 1,875,000
shares of our common stock (as adjusted for thieipated one-for-four reverse stock split of oumeoon stock) held by Ms.
Briggs.

After the share exchange transactions and thetdiwesof our pre-share exchange operating assetdiabilities, we
succeeded to the business of InspireMD Ltd. asolerline of business, and all of our then-curdfiters and directors
resigned and were replaced by some of the off@edsdirectors of InspireMD Ltd.

On June 1, 2012, our board of directors approveltbage in our fiscal year-end from December 3Lt® B0, effective
June 30, 2012.

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform
technology, MGuard. MGuard provides embolic pratetin stenting procedures by placing a microneshrsleeve over a stent
(see photograph below of an MGuard stent). Ouialniroducts are marketed for use mainly in pasievith acute coronary
syndromes, notably acute myocardial infarction (hattack) and saphenous vein graft coronary ietetiens (bypass surgery).
According to the TYPHOON STEMI trial (New Englanouinal of Medicine, 2006) and the SOS SVG Triau¢dal of the
American College of Cardiology, 2009), of patiewith acute myocardial infarction and saphenous ge#it coronary
interventions, 7.5% to 44% experience major adveasdiac events, including cardiac death, heaatktand restenting of the
artery. When performing stenting procedures inguaisi with acute coronary symptoms, interventioaadliologists face a
difficult dilemma in choosing, with the aim of emswg adequate protection from distal embolizatitive (dislodgement of
particles from the artery wall that results in ldagot), between bare-metal stents, which haveh tate of restenosis
(formation of new blockages), and drug-eluting (dooated) stents, which have a high rate of latenthosis (formation of
clots months or years after implantation), reqaleninistration of anti-platelet drugs for at leasé year post procedure, are
more costly than bare-metal stents and have adéitgide effects. We believe that MGuard is a sémgld seamless solution
for these patients. For the three months endece8dyar 30, 2012, our total revenue was approxim&@ly million and our net
loss was approximately $7.5 million. For the sixntis ended June 30, 2012, our total revenue wasxd@pately $2.1 million
and our net loss was approximately $7.1 milliorr. the year ended December 31, 2011, our total teveras approximately
$6.0 million and our net loss was approximately.g1aillion.
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MGuard Sleeve — Microscopic View

We intend to study our MGuard technology for usa road range of coronary related situations irchvbomplex lesions
occur and intend to seek to make it an industnydsted for treatment of acute coronary syndromesb@lieve that patients will
benefit from a cost-effective alternative which bedieve will prove to have a superior clinical eficy and safety profile than
other stent technologies. We believe that withiMd@uard technology, we are well positioned to emexge key player in the
global stent market.

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

In October 2007, our first generation product, M@uard Coronary, received CE Mark approval fortimeent of coronary
arterial disease in the European Union. CE Makknsandatory conformance mark on many products redke the European
Economic Area and certifies that a product hasEuebpean Union consumer safety, health or environaheequirements. We
began shipping our product to customers in Europlanuary 2008 and have since expanded our glatabdtion network to
Southeast Asia, India, Latin America and Israel.

Our initial MGuard Coronary product incorporatestainless steel stent. We replaced this staintess glatform with a
more advanced cobalt-chromium based platform, wiviehlefer to as the MGuard Prime version of the li@Coronary
product. We believe the new platform will provebi superior because cobalt-chromium stents araggnlkenown in the
industry to provide better deliverability and pédgieven a reduction in major adverse cardiac evéntparticular, according to
Jabara, et al. (“A Third Generation Ultra-thin $t@obalt Chromium Stent: Histopathological Evalaatin Porcine Coronary
Arteries,” Eurolntervention, November 2009), duétsogreater density, cobalt-chromium enables timstuction of stents that
have both thinner struts and similar radial streragt stainless steel, with its thicker strutsuhmtJabara, et al. found that the
reduced thickness of the struts provides morelfléi and lower crossing profiles, thereby redgrthe inflammatory response
and neointimal thickening, potentially lowering texsosis and target vessel revascularization rates.

The MGuard Prime version of the MGuard Coronarydpit received CE Mark approval in the European bimoOctober
2010 for improving luminal diameter and providingleolic protection. We believe we can use and leyethe clinical trial
results of our original stainless steel based M@@uoronary to help market our new cobalt-chromiwasdsl MGuard Prime
version of the MGuard Coronary product.

However, we face a number of challenges to théadurgrowth of our MGuard Coronary and other plankisuard
products. For example, we face competition from erous pharmaceutical and biotechnology companigsitherapeutics
area, as well as competition from academic ingbitisi, government agencies and research institutMast of our current and
potential competitors have, and will continue tedyasubstantially greater financial, technologicesearch and development,
regulatory and clinical, manufacturing, marketimgl sales, distribution and personnel resourceswado. In addition, none
of our products is currently approved by the U.@drand Drug Administration. Clinical trials necagsto support a pre-
market approval application to the U.S. Food andgDkdministration for our MGuard products will bepensive and will
require the enroliment of a large number of patieahd suitable patients may be difficult to idigngéind recruit, which may
cause a delay in the development and commerciializaf our product candidates. Furthermore, ountgdo our intellectual
property with respect to our products could belengled, our ownership of such intellectual propedits could be
challenged, or
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our products could be challenged in view of thieditp intellectual property rights. Based on thelifiditigation that has
occurred in the stent industry and the fact thatvay pose a competitive threat to some large adidoapitalized companies
that own or control patents relating to stents tuedr use, manufacture and delivery, we believeithia possible that one or
more third parties will assert a patent infringetngaim against the manufacture, use or sale oM@uard products based on
one or more of these patents. Additionally, thera strong preference to use drug-eluting stergsnme countries. Over the last
decade, there has been an increasing tendenceg tirug-eluting stents in percutaneous coronaryvatgion (PCI), commonly
known as angioplasty (a therapeutic procedurestat tiarrowed coronary arteries of the heart foannghtients with heart
disease), with a usage rate of drug-eluting ster®Cl approaching 70-80% in some countries, eliengh drug-eluting stents
do not address thrombus management in acute myakenf@rction. Also, the use of other bare-metahss is preferred over
the use of MGuard products in certain circumstarsash as when placing the stent at the entranieege side branches,
known as “jailing large side branches.”

Unless otherwise indicated, in this prospectugresfces to MGuard Coronary are to both our ingtiainless steel based
MGuard Coronary and our more current cobalt-chromizased MGuard Prime version of the MGuard Coragresyapplicable.

Business Segment and Geographic Areas

For financial information about our one operatingl #aeportable segment and geographic areas, cefbtanagement’s
Discussion and Analysis of Financial Condition &webults of Operations” and Note 13. “Entity Wides@osures” to our
consolidated financial statements included elsea/hethis prospectus.

Our Industry

According to Fact Sheet No. 310/updated June 201HedNorld Health Organization, approximately m8lion people
worldwide died of coronary heart disease in 2008/sitians and patients may select from among &tyeof treatments to
address coronary artery disease, including phamtigeétherapy, balloon angioplasty, stenting wititre metal or drug-eluting
stents, and coronary artery bypass graft procegdwisthe selection often depending upon the stddbe disease. A stent is
an expandable “scaffold-like” device, usually consted of a stainless steel material, that is teseinto an artery to expand the
inside passage and improve blood flow.

According to the 2011 MEDTECH OUTLOOK produced @mdary 3, 2011 by BMO Capital Markets, after regyisg a
compounded annual growth rate from 2002 to 200ppfoximately 13%, revenues from the global corpstent market is
predicted to remain relatively constant, althougkdlume of stents the market is predicted to carito grow. The growth in
volume is due to the appeal for less invasive gar@ous coronary intervention procedures and aégindechnology coupled
with the increase in the elderly population, ohesites and advances in technology.

Coronary artery disease is one of the leading caofsdeath worldwide. The treatment of coronargrgrtlisease includes
alternative treatment methodologies, that is, carpmrtery bypass grafting or angioplasty (peroetais coronary intervention)
with or without stenting. According to the 2011 MEBCH OUTLOOK produced on January 3, 2011 by the B&Hpital
Markets, the percutaneous coronary interventiocgutares involving stents are increasingly beinglusdreat coronary artery
diseases with an 88.3% penetration rate in 2009.

Our Products

The MGuard stent is an embolic protection devicgeldaon a protective sleeve, which is constructeédban ultra-thin
polymer mesh and wrapped around the stent. Thegiio¢ sleeve is comprised of a micron level fikeitted mesh, engineered
in an optimal geometric configuration and desigfeedutmost flexibility while retaining strength ctecteristics of the fiber
material (see illustration below). The sleeve exisaseamlessly when the stent is deployed, withidetting 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 séeérécal benefits:

« the mesh diffuses the pressure and the impatmbyment exerted by the stent on the arterial aral reduces the
injury to the vessel;

« the protective sleeve reduces plaque dislodgearahblocks debris from entering the bloodstreanmduand post
procedure (called embolic showers);

e in future products, when drug coated, the megxjpected to deliver better coverage and uniforag dlistribution on
the arterial wall and therefore potentially redtive dosage of the active ingredient when comparegproved drug-
eluting stents on the market; and

« the protective sleeve maintains the standar@saoinventional stent and therefore should reqiitte o no additional
training by physicians.

MGuard — Coronary Applications

Our MGuard Coronary with a bio-stable mesh andpdamned 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 watbio-stable mesh, is comprised of our mesh sleeapped around a
stainless steel bare-metal stent. The current M&GBeame version of our MGuard Coronary with a biabde mesh is comprised
of our mesh sleeve wrapped around a cobalt-chrorbama-metal stent. In comparison to a conventibagt-metal stent, we
believe the MGuard Coronary with a bio-stable masivides protection from embolic showers. Resuitdiaical trials on the
MGuard Coronary stent, including the MAGICAL, PISINE and MGuard international registry (iMOS) cliai¢rials
described below (see “Business — Comparison ofi€irial Results to Date with Results AchievedrigsBare Metal or
Drug-Eluting Stents in the STEMI population” belgur)dicate positive outcomes and safety measutes rd@sults of these
clinical trials for the MGuard Coronary stent sugigeigher levels of reperfusion, lower rates ofda§ and 1 year major adverse
cardiac events, and high levels of complete STluéso, as compared to the levels and rates ofrdithee-metal and drug-
eluting stents. MGuard Coronary demonstrated regkls of complete ST resolution (occurrence in @f%atients in the
MAGICAL study and 90% of patients in the PISCIONHdy for the MGuard Coronary stent) and lower rate30 day and 1
year major adverse cardiac events (2.4% and 5&8pectively, for the MGuard Coronary stent), asgarad to the levels and
rates of other bare-metal and drug-eluting stexgtseported by Vlaar et. al. (Cardiac death andfasition after 1 year in the
Thrombus Aspiration during Percutaneous coronasruention in Acute myocardial infarction Study (PAS): a 1-year
follow-up study, Lancet 2008; 371: 1915-20). Asared in the study by Vlaar et. al., complete S§ohetion occurred in
44.2% of patients with a bare-metal stent and 566#atients with a bare-metal stent preceded bgspiration procedure, and
the 30 day and 1 year major adverse cardiac ente’ were 9.4% and 20.3%, respectively, for patiefith a bare-metal stent
and 6.8% and 16.6%, respectively, for patients witlare-metal stent preceded by an aspiration guveeFurthermore, results
from a recent HORIZONS-AMI trial demonstrated thatear major adverse cardiac event rates were 1fhBp@tients with
drug eluting stents. Complete ST resolution iseidence of a quick and adequate disappearante ithologic ST elevation
in the patient’s electrocardiogram, which is theaclmarker of STEMI. The faster and more complegerésolution is, the
better recovery of the myocardium and the bettegposis for the patient. Vlaar et. al. reported ¢ghhigher complete ST
resolution correlates with lower mortality and/emfarction rates among affected patients (cardiactality was 1.4% for
patients with complete ST resolution compared t@%bfor patients with no ST resolution).
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MGuard Coronary with a drug eluting bio-absorbable mesh. Based upon the clinical profile of MGuard Comnave
anticipate that the MGuard Coronary with a drugiefubio-absorbable mesh will offer both the conatde reperfusion levels
and 30-day and 1-year major adverse cardiac eateg as the MGuard Coronary with a bio-stable meskescribed above,
and a comparative restenosis rate, which is tieatatvhich patients experience formation of nevckéges in their arteries,
when compared to existing drug-eluting stents. Phigluct is currently planned, but not yet underettgoment. The bio-
absorbability of MGuard Coronary with a drug elgtinio-absorbable mesh is intended to improve uperbto-absorbability of
other drug-eluting stents, in light of the largeface area of the mesh and the small diametereofiltler. We intend to study
whether the protective sleeve on the MGuard Cogowdth a drug-eluting bio-absorbable mesh can inaproniform
distribution of the applied drug to the vessel viatlimproved drug therapy management comparedhter alrug-eluting stents,
where the drug is distributed on the struts orflthik intended result is achieved with respedh®improved and uniform
distribution of the applied drug to the vessel wile total dosage of the medication potentiallyldde reduced while
increasing its efficacy. MGuard Coronary with agheluting bio-absorbable mesh is expected to prerastooth and stable
endothelial cell growth and subsequent attachneetitet lumen of the vessel wall, which is essemiatapid healing and
recovery. In addition, we believe bio-absorbableggeluting mesh may enable the use of more effectiug therapies that
presently cannot be effectively coated on a medakl stent due to their poor diffusion capabilitscause the drug-eluting
bio-absorbable mesh will be bio-absorbable, wecgrgte that the mesh will completely dissolve after months, which we
expect will result in fewer of the chronic longrteside effects that are associated with the ongpiagence of the drug.

MGuard — Carotid Applications

We intend to market our mesh sleeve coupled wialaexpandable stent (a stent that expands withalldon dilation
pressure or need of an inflation balloon) for usedrotid-applications. This product is currenthder development. We believe
that our MGuard design will provide substantial achages over existing therapies in treating caintiery stenosis (blockage
or narrowing of the carotid arteries), like convenal carotid stenting and endarterectomy (surg@rngmove blockage), given
the superior embolic protection characteristics)assed in coronary arterial disease applicatiohggim risk patient
populations. We intend that the embolic protectigihresult from the mesh sleeve, as it traps emdiotheir source. In
addition, we believe that MGuard Carotid will prdgipost-procedure protection against embolic digatent, which can occur
immediately after a carotid stenting procedure iaraften a source of post-procedural strokes irbtiaen. Schofer, et al. (“Late
cerebral embolization after emboli-protected caratitery stenting assessed by sequential diffusiighted magnetic
resonance imagingJournal of American College of Cardiology Cardiogakr Interventions Volume 1, 2008) have also
shown that the majority of the incidents of embslowers associated with carotid stenting occurerhately post-procedure.

MGuard — Peripheral Applications

We intend to market our mesh sleeve coupled wiblfaexpandable stent (a stent that expands withalldon dilation
pressure or need of an inflation balloon) for uspéripheral applications. This product is curngnthder development.
Peripheral Artery Disease, also known as peripherstular disease, is usually characterized bytleemulation of plague in
arteries in the legs, need for amputation of affégbints or even death, when untreated. PeriplAataly Disease is treated
either by trying to clear the artery of the bloc&agr by implanting a stent in the affected areputsh the blockage out of the
way of normal blood flow.

As in carotid procedures, peripheral procedureshagacterized by the necessity of controlling elictehowers both
during and post-procedure. Controlling embolic sbsas so important in these indications that ptiges often use covered
stents, at the risk of blocking branching vesgelgnsure that emboli does not fall into the bldesn. We believe that our
MGuard design will provide substantial advantagesr @xisting therapies in treating peripheral grtenosis (blockage or
narrowing of the peripheral arteries).

Product Development and Critical Milestones

Below is a list of the products described above @ndprojected critical milestones with respectaeh. As used below,
“CQ” stands for calendar quartee@., “CQ1-2013" means January 1, 2013 through March2813). While we currently
anticipate seeking approval from the U.S. Food Bndy Administration
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for all of our products in the future, we have oalytlined an estimated timetable to seek U.S. FowtDrug Administration
approval for our MGuard Coronary plus with bio-déaimesh product in our current business plan. Beeafi the term “to be
determined” in the table below with regard to dertailestones indicates that the achievements df suilestones is unable to
be accurately predicted as such milestones arfatao the future.

Start European FDA
Product Indication Development CE Mark Union Sales Approval U.S. Sales
MGuard Coronary Plus Bypass/ 2005 Oct. 2007 CQ1-2008 CQ4-2015 2016
Bio-Stable Mesh Coronary
MGuard Peripheral Plus Peripheral CQ1-2011 CQ1-2013 To be To be To be
Bio-Stable Mesh Arteries determined determiner determined
MGuard Carotid Plus  Carotid CQ1-2011 CQ1-2013 Tobe To be To be
Bio-Stable Mesh Arteries determined determiner determined
MGuard Coronary Plus Bypass/ To be To be To be To be To be
Bio-Absorbable Coronary determined determined determined determinec determined

Drug-Eluting Mesh

With respect to MGuard Carotid with bio-stable mesh have determined that the expected commencesheates in the
European Union cannot be accurately predicted simcbhave delayed the development of this produtt atditional funding
for its development is secured.

We anticipate that our MGuard Coronary with biobtamesh will be classified as a Class |1l meda=lice 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 performé€glMark-required mechanical testing of the stévié conducted pre-
clinical animal trials at the CBSET lab in July B0&nd August 2007. In these animal trials, on ayesrthe performance of the
MGuard Coronary with bio-stable mesh was comparafite the performance of control bare-metal steitalysis also
indicated that in these animal trials, the meslipced levels of inflammation comparable with thiesels produced by
standard bare-metal stents. No human trials werdwied as part of these pre-clinical trials.
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The table below describes our completed and plapredlinical trials. The use of the term “To baetenined” in the table
below with regard to milestone dates in our preicél studies indicates that we have not yet decwdieen to schedule such

milestones.
Product Stent Platform Approval Requirement Start of Study End of Study
MGuard Coronary CE Mark
Bare-Metal Stent (European
Plus Union + Rest of
Bio-Stable Mesh World) CQ4-2006 CQ3-2007
Drug-Eluting Mest
CE Mark
(Bare-Metal Stent  (European Union -
Plus Drug-Eluting Rest of To be To be
Mesh) World) determine  determinec
To be To be
FDA (U.S)) determine  determinec
Cobalt-Chromium
Stent Plus
Bio-Stable Mesh FDA (U.S)) CQ2-2011 CQ2-2012
MGuard Peripheral/Carotid CE Mark
(European Union -
Self-Expanding Rest of
System Plus Mest  World) CQ32012 CQ12013

With respect to the preclinical studies for MGu@&uatonary with a drug eluting bio-absorbable melsa ttials have been
indefinitely suspended due to our determinatiofotais our time and resources on other trials attttrie.

With respect to the preclinical studies for MGuBetipheral/Carotid, the start of study of the &ipending System Plus

Mesh trial has been delayed from our previouslyoamced target due to a delay in our receipt otgdted funding.

Clinical Trials

The table below describes our completed and planlidal trials. The use of the term “To be detered” in the table

below with regard to milestone dates in our clihtcals indicates that we have not yet decided mteeschedule such

milestones. All milestone dates set forth in tH#gdelow are our best estimates based upon thentistatus of each clinical

trial.
Study Status
Clinical Follow-up No. of Start End End of
Product Stent Platform Trial Sites Requirement ~ Objective Patients Enrollment Enrollment  Study
Study
to evaluate
Bare-Metal safety and
Stent Plus Germany -wo performance
MGuard Bio-Stable of MGuard CQ4- CQ4- CQ2-
Coronary Mesh sites 12 months system 41 2006 2007 2008
Brazil — one CQ4- CQ1- CQ2-
site 12 months 30 2007 2008 2009
Poland - four CQ2- CQ3- CQ2-
sites 3 years 60 2008 2008 2009
International
MGuard
Observational
Study —
worldwide —50
Up to CQ1- CQ4- CQ4-
sites 12 months 1,000 2008 2013 2013
Israeli MGuard
Observational
Study — Israel -
8 CQ2- CQ3- CQ3-
sites 6 months Up to 100 2008 2011 2012
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Study Status
Clinical Follow-up No. of Start End End of
Product Stent Platform Trial Sites Requirement  Objective Patients Enrollment Enrollment  Study
Master
randomized
control trial — 9
countries, 50
centers in Sout
America,
Europe
and Israel 12 months 433 CQ2-2011 CQ2-2012 CQ2-2013
Brazil
Observational
Study 25 sites To be To be
12 months Up to 500 CQ3-2010 determine determine
Pilot study
to evaluate
safety and
performance
FDA Study —7C of MGuard
system for
sites, U.S. and FDA
out of U.S. 12 months approval 1,100 CQ1-2013 CQ2-2014 CQ3-201:t
Pilot study
to evaluate
safety and
Drug-Eluting performance
Stent of MGuard
(Bare-Metal ~ South system for
Stent + Drug  America and FDA and
Eluting Mesh) Europe — 10 CE Mark To be To be To be
sites 12 months approval 500 determine determine determine
To be To be To be
U.S.-50sites 12 months 2,000 determine determine determine
Evaluation
Rest of World of safety
as an and efficacy
Observational 12 months t¢  for specific To be To be To be
Study 3 years indications 400 determine determine determine
Pilot study
to evaluate
safety and
performance
of MGuard
Self- system for
Expanding South America CE
MGuard System + and Europe — Mark To be To be To be
Peripheral Mesh four sites 12 months approval 50 determine determine determine
Evaluation ol
safety and
efficacy for
Self- specific
Expanding Rest of World indications
System + as a registry post- To be To be To be
MGuard Carotid Mesh study 9 months marketing 150 determine determine determine

Each of the patient numbers and study dates détifothe tables above are management’s best dsthghe timing and
scope of each referenced trial. Actual dates atidmganumbers may vary depending on a number a@bfacincluding, without
limitation, feedback from reviewing regulatory aoitties, unanticipated delays by us, regulatonhatrities or third party
contractors, actual funding for the trials at tineet of trial initiation and initial trial results.

The MGuard Coronary clinical trials for the drugrishg stent have been delayed from our previoushoanced target due
to a delay in our receipt of anticipated funding.

With respect to the MGuard Peripheral clinicalltfta the self-expanding system plus mesh, the dte has been delayed
from our previously announced start date due telaydn our receipt of anticipated funding.

With respect to the MGuard Carotid clinical triat the self-expanding system plus mesh, the nuwibeatients has been
decreased due to feedback from the clinical teiatiers that a smaller patient population wouldufigcgent 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 Corpneith bio-stable
mesh. Our first study, conducted at two centeSenmany, included 41 patients

64






TABLE OF CONTENTS

with either saphenous vein graft coronary interiger® or native coronary lesions treatable by atstgmprocedure (blockages
where no bypass procedure was performed). The M3Daronary rate of device success, meaning thé wensuccessfully
deployed in the target lesion, was 100% and threeaBprocedural success, meaning there were normdyerse cardiac events
prior to hospital discharge, was 95.1%. At six nmanbnly one patient (2.4% of participants) hadangj-wave myocardial
infarction (QWMI) and 19.5% of participants hadgetr vessel revascularization (an invasive proceckqaired due to a
stenosis in the same vessel treated in the stlitlig.data supports MGuard Coronary’s safety intteatment of vein grafts and
native coronary legions.

Our 2007 study in Brazil included 30 patients whergvcandidates for a percutaneous coronary intéoveangioplasty)
due to native coronary lesion(s) and/or narrowihg pative coronary artery or a bypass graft. Iipafients, the stent was
successfully deployed with perfect blood flow paedens (the blood flow parameter is a measuremembwffast the blood
flows in the arteries and the micro circulationteys in the heart). Except for a single case of pnaverse cardiac event (3%
of participants) that was non-QWMI, there were rejaon cardiac events at the time of the follow-upd2®s after the
deployment of the stents.

The MAGICAL study, which was conduct in Poland,limted 60 patients with acute ST-segment elevatipocardial
infarction (the most severe form of a heart attaeferred to as “STEMI”). The purpose of the stués to evaluate the clinical
performance of MGuard Coronary with bio-stable meslen used in STEMI patients where percutaneousneoy intervention
is the primary line of therapy. Perfect blood flowthe artery was achieved in 90% of patients,gmrblood flow into the heart
muscle was achieved in 73% of patients and com#at@%) restoration of electrocardiogram normaligs achieved in 61.4%
of patients. The total major adverse cardiac evextésduring the six-month period following the tbgment of the stents was
1.7% and after a three-year period was 8.8%.

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

Our ongoing observation study in Europe is an apegistry launched in the first calendar quarte2@®9. This registry is
expected to enroll up to 1,000 patients and is diateevaluating the performance of MGuard Corométly bio-stable mesh in
a “real world” population. To date, the primary otnies to join are Austria, Czech Republic and HanggThe primary
endpoint that this registry will evaluate is theweence of major adverse cardiac events at siximsdollowing deployment of
the stent, and the clinical follow-up will contint@ a period of up to one year per patient. Adloffember 6, 2012, 548
patients of the prospective 1,000 have been enraild9 sites.

Our ongoing observational study in Israel is annoegistry launched in the fourth calendar quasfe2009. This registry is
expected to enroll up to 100 patients. The purpdskis study is to support local Israeli regulgtapproval. The primary
endpoint that this registry will evaluate is theweence of major adverse cardiac events at 30 fodlgsving deployment of the
stent, and the clinical follow-up will be conductaidsix months following deployment of the stens. & November 6, 2012, 86
patients of the prospective 100 have been enrolled.

In the third calendar quarter of 2010, we launch&tazilian registry to run in 25 Brazilian sitagdaenroll 500 patients.
The primary endpoint that this registry will evatieids the occurrence of major adverse cardiac svargix months following
the deployment of the stent, and the clinical foHop will continue for a period of up to one year patient. As of November
6, 2012, 500 patients of the prospective 500 haemnkenrolled.

MASTER Randomized Trial for MGuard Coronary Compateo Bare Metal or Drug-Eluting Stents

In the second calendar quarter of 2011, we begaiMtAuard for Acute ST Elevation Reperfusion TriIXSTER Trial), a
prospective, randomized study in Europe, South Acaeand Israel to compare the MGuard Coronary stghtcommercially-
approved bare metal and drug-eluting stents inex@fg superior myocardial reperfusion (the restoraof blood flow) in
primary angioplasty for the treatment of acute STRERE most severe form of heart attack. The MASTERI enrolled 433
subjects, 50% of whom were treated with an MGuastb@ary stent and 50% of whom were treated witbraroercially-
approved bare
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metal or drug-eluting stent. The detailed acuteZthdays results from the trial, which were presért the Transcatheter
Cardiovascular Therapeutics (TCT) conference omat24, 2012, were as follows:

e The primary endpoint of post-procedure compleies8gment resolution (restoration of blood flowthe heart muscle
after a heart attack) was significantly improvegatients randomized to the MGuard Coronary stemtpared to
commercially-approved bare metal or drug-elutirents (57.8% vs. 44.7%).

» The MGuard Coronary stent resulted in superitesaf thrombolysis in myocardial infarction (TIM3)flow, which
evidences normal coronary blood flow that fills thstal coronary bed completely, as compared toncernially-
approved bare metal or drug-eluting stents (91.8982.9%), with comparable rates of myocardial iblgiade 2 or 3
(83.9% vs. 84.7%) and Corrected TIMI frame coumRC) (17.0 vs. 18.1), markers of optimal blood fltmthe heart.

« Angiographic success rates (attainment of <504l fiesidual stenosis of the target lesion and fiie! 3 flow) were
higher in the MGuard Coronary group compared toroencially-approved bare metal or drug-eluting st€8f..7% vs
82.4%).

*  Mortality (0% vs. 1.9%) and major adverse caraigents (1.8% vs. 2.3%) at 30 days post procedare not
statistically significantly different between patie randomized to the MGuard Coronary stent as sgpm
commercially-approved bare metal or drug-elutirgnts. All other major adverse cardiac event compteas well as
stent thrombosis, were comparable between the MB3Daronary and commercially-approved bare metdrog-
eluting stents.

In sum, the MASTER Trial demonstrated that amorigepts with acute STEMI undergoing emergency P€argioplasty,
MGuard Coronary resulted in superior rates of egieacoronary flow (blood flow within the vesselsat run along the outer
surface of the heart) and complete ST-segmentutisolcompared to commercially-approved bare natalrug-eluting stents.
However, each of MGuard Coronary and commercigbigraved bare metal or drug-eluting stents showmilasi rates of major
adverse cardiac events 30 days following the praced

A detailed table with the results from the MASTERaT s set forth below.

Bare Metal

MGuard Stents/Drug

Coronary Eluting Stents p-Value
Number of Patient 217 21€ —
TIMI 0-1 1. 5.€ 0.01
TIMI 3 91.7 82.C 0.00¢
Myocardial blush grade 0-1 16.1 14.¢ 0.71
Myocardial blush grade 3 74.2 72.1 0.62
ST segment resolution >70 57.¢ 447 0.00¢
30 day major adverse cardiac event 1.8 2.3 0.7t

Comparison of Clinical Trial Results to Date with Results Achieved Using Bare Metal or Drug-Eluting S#nts in the
STEMI Population From Non-Comparative Study and Poded 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 infarcttbe (most
severe form of a heart attack, referred to as STstients with less than 12 hours symptom onse¢ werolled, as
reported in “Mesh Covered Stent in ST-segment Eienavlyocardial Infarction” irEurolntervention 2010 and
presented by D. Dudek, “Extended Follow-up of thA®ICAL Trial”’, EuroPCR 2012;

« the PISCIONE study, a single arm study in whi®® STEMI patients were enrolled, as reported in ftidantre
Experience with MGuard Net Protective Stent in $&vation Myocardial Infarction: Safety, Feasibilignd Impact on
Myocardial Reperfusion” i€atheter Cardiovasc Intery2009 and

66




TABLE OF CONTENTS

presented by F. Piscione, “Multicentre Experiend@ldrd with MGuard net Protective Stent in ST-elerat
Myocardial Infarction: Long-term Results”, Trandwoetier Cardiovascular Therapeutics (TCT) Confer@@d® and F.
Piscione, “MGuard in Acute MI: Three-Year Follow=ufCT Conference 2011;

the iIMOS study, a Registry on MGuard Coronaryinghe “real-world” population, from a study whodata was not
published; and

the Jain study, which looks at a small group bSTEMI patients, as reported iRrfevention of Thrombus Embolizati
during Primary Percutaneous Intervention Using aellesh Covered Stent” iBatheter Cardiovasc Intery2009 anc
presented by R. Weermckody, “A Mesh Covered StéiecEvely Reduces the Risk of Digital Embolisatibuaring
Primary Percutaneous Intervention for ST Elevahityocardial Infarction,” EuroPCR 2010.

Our meta-analysis included data from the followirigls:

The CADILLAC (Controlled Abciximab and Device lestigation to Lower Late Angioplasty Complicatiost)dy,
which found that primary stent implantation is afprred strategy for the treatment of acute myaahiadfarction, as
reported in “A Prospective, Multicenter, Internaidé Randomized Trial Comparing Four Reperfusioatggies in
Acute Myocardial Infarction: Principal Report oktiControlled Abciximab and Device Investigatior_tiwer Late
Angioplasty Complications (CADILLAC) Trial” inflournal of American College of Cardiologg2001, “Comparison of
Angioplasty with Stenting, with or without Abcixirbain Acute Myocardial Infarction” iNew England Journal of
Medicine, 2002, “Frequency, Correlates, and Clinical Imgiens of Myocardial Perfusion After Primary Anglasty
and Stenting, With and Without Glycoprotein IIbdlInhibition, in Acute Myocardial Infarction” idournal of the
American College of Cardioloc, 2004 and “Combined Prognostic Utility of ST-seginRecovery and Myocardial
Blush After Primary Percutaneous Coronary Inteneenin Acute Myocardial Infarction” ifEuropean Heart Journal
2005;

The EXPORT trial which was a randomized opendlahely whose primary endpoint was to evaluate flow
improvement in AMI patients using either convenéibstenting or aspiration followed by stentingregorted in
“Systematic Primary Aspiration in Acute MyocardRercutaneous Intervention: A Multicentre RandomiSedtrolled
Trial of the Export Aspiration Catheter” Eurolntervention 2008;

The EXPIRA trial which was a single-center staiyied to explore pre-treatment with manual thrortdrey as
compared to conventional stenting, as reportedmdmbus Aspiration During Primary Percutaneouso@ary
Intervention Improves Myocardial Reperfusion andiies Infarct Size: The EXPIRA (Thrombectomy wittp&rt
Catheter in Infarct-related Artery During PrimargrButaneous Coronary Intervention) ProspectivedBanized Trial”
in Journal of American College of Cardiolog009;

The REMEDIA trial, whose objective was to asgbessafety and efficacy of the EXPORT cathetettioombus
aspiration in STEMI patients, as reported in “Mdrlizrombus-Aspiration Improves Myocardial ReperfusiThe
Randomized Evaluation of the Effect of MechanicatRction of Distal Embolization by Thrombus-Aspiatin
Primary and Rescue Angioplasty (REMEDIA) Trial”Jdournal of American College of Cardiologg005;

The Horizons-AMI (Harmonizing Outcomes with ResalsirlZatiON and Stents in Acute MI), which is tlaegest
randomized trial which compared DES to BMS in Mtigats, as reported in “Paclitaxel-Eluting Stentraus Bare-
Metal Stents in Acute Myocardial Infarction” Mew England Journal of Medicine009, “Bivalirudin in Patients
Undergoing Primary Angioplasty for Acute Myocardiafarction (HORIZONS-AMI): 1-Year Results of a Riomised
Controlled Trial” inLancet, 2009, and “Heparin Plus a Glycoprotein Ilb/llf#lbitor Versus Bivalirudin Monotherapy
and Paclitaxel-eluting Stents Versus Bare-metaitSte Acute Myocardial Infarction (HORIZONS-AMIFinal 3-year
Results from a Multicentre, Randomised Controlle@lTin Lancet, 2011; and
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» The TAPAS Trial which showed that thrombus agpmirabefore stenting benefits Ml patients, as regobin “Thrombus
Aspiration During Primary Percutaneous Coronargivention” inNew England Journal of Medicine2009 and
“Cardiac Death and Reinfarction After 1 Year in Tieombus Aspiration During Percutaneous Coronargrirention it
Acute Myocardial Infarction Study (TAPAS): A 1-yelollow-up Study” inLancet, 2008.

The non-randomized, pooled data analysis of MG@amebnary outcomes in STEMI population show complaredites of
thrombolysis in myocardial infarction (TIMI) 3 flowith no significant difference of the historicardrol as compared to
MGuard Coronary (88.5% and 91.7%, respectively)lerhe rates of myocardial blush grade score 33%for the historical
control and 81.6% for MGuard Coronary) and ST segmesolution>70% (53.6% for the historical contaad 79.1% for
MGuard Coronary) are significantly better with #i&uard Coronary. MGuard Coronary also appears sterdly superior at
the 30 days major adverse cardiac event (8.4%h&historical control and 2.4% for MGuard Coronagyl 1 year major
adverse cardiac event (13.3% for the historicatroband 5.9% for MGuard Coronary) endpoints. Ta&adppears in the
following tables.

NAME OF STUDY

MAGICAL PISCIONE iMOS Jain Average

Number of Patient 60 10C 205 51 414 (Total
Thrombolysis in myocardial infarction

0-1,% 0 0 1.2 0 0.6
Thrombolysis in myocardial infarction

3,% 90 85 93.t 10C 91.7
Myocardial blush grade 0-1,% 3.3 0 — — 1.2
Myocardial blush grade 3,% 73 90 8C — 81.€
ST segment resolution>70%,% 61 90 — — 79.1
ST segment resolution>50%,% 88 — 85.Z 96 87.€
30 day major adverse cardiac event,? 0 2.2 3.2 — 2.4
6 month major adverse cardiac event 0 4.5 6.C — 4.6
1 year major adverse cardiac events,' — 5.€ 6.C 6.C 5.8
1 year target vessel revascularization — 2.3 2.2 6.C 2.8
Acute Binary Resteonosis 6M,% — — 19.0* — 19.C

THREE YEAR FOLLOW UP STUDIES
NAME OF STUDY
MAGICAL PISCIONE iMOS Jain Average
57 out of
Number of Patient 60 89 — — —
Cardiac death at 3Y 7% 2.2% — — —
Non Cardiac death at 3 1.8% 6.6% — — —
Re-MI at 3Y 0% 7.% — — —
Not
TLR at 3Y 1.8% Reported — — —
TVR at 3Y Include TLR 3.5% 4.5% — — —
Not

Stroke 1.8% Reported — — —
Stent thrombosis Definite /

Probable 0% 2.2% — — —
MACE (Cardiac death, REA,

TLR) 8.8% 10.1% — — —
MACCE (All death, target Not

vessel Ml, TVR, Stroke) 10.5% Reported — — —
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Horizons-  Horizons- Historical Level of
Trial CADILLAC AMI AMI TAPAS TAPAS EXPORT EXPORT EXPIRA EXPIRA REMEDIA REMEDIA comparison MGuard Significance
Stent + Thrombus Thrombus  Thrombus
Group Abciximab BMS DES aspiration  control control TA control aspiration  aspiration control Average Average
5124 414

Number of Patient 524 74¢ 2257 53t 53€ 12¢ 12C 87 88 5C 4¢ (total) (total)
Thrombolysis in

myocardial infarction

0-1,% — — — — — 3.6 24 11 0 — — 21 0.€
Thrombolysis in

myocardial infarction

3,% 96.¢ 89.¢ 87.€ 8€ 82.t 76.¢ 82 — — — — 87.¢ 91.7
Myocardial blush grade

0-1,% 48.7 — — 17.1 26.2 31.¢ 27.€ 40.2 11.¢ 32 55.1 35.2 1.z *
Myocardial blush grade

3,% 17.¢ — — 45.7 32.2 25.¢ 35.€ — — — — 37.2 81.€ b
ST segment

resolution>70%,% 62.1 — — 56.€ 44.2 — — 39.1 63.€ 58 36.7 53.¢ 79.1
ST segment

resolution>50%,% — — — — — 71.¢ 85 — — — — 78.2 87.¢
30 day major adverse

cardiac event,% 4.4 — — 6.€ 94 — — — — 1C 10.Z 8.4 2.4 €23
6 month major adverse

cardiac events,% 10.Z — — — — — — — — — — 10.2 4.€
1 year major adverse

cardiac events,% — 11.¢ 10.5 16.€ 20.2 — — — — — — 12.¢ 5.¢ *
Acute Binary

Resteonosis 6

month,% 20.¢ — — — — — — — — — — 20.¢ 19.C
1 year target vessel

revascularization — 8.7 5.8 12.¢ 11.2 — — — — — — 8.C —
Acute Binary

Resteonosis 1 year,* — 21 8.2 — — — — — — — — 11.5 —
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Future Clinical Trials for MGuard Coronary

We expect that post-marketing trials will be cortédcto further evaluate the safety and efficacthefMGuard Coronary
with bio-stable mesh in specific indications. Thasas will be designed to facilitate market acege and expand the use of
the product. We also plan to conduct a large dinstudy for U.S. Food and Drug Administration apfal in the United States
and intend to conduct future trials to the extestassary to meet registration requirements in kemtries. In other countries
outside of the United States, we believe that weegaly will be able to rely upon CE Mark approeélthe product, as well as
the results of the U.S. Food and Drug Administratigal and MASTER Trial in order to obtain locgdmovals.

U.S. Food and Drug Administration Trial

Presently, none of our products may be sold or gtackin the United States. In connection with dfores to seek approval
of our MGuard Coronary with bio-stable mesh byth&. Food and Drug Administration, we filed an istigational device
exemption application with the U.S. Food and Druggrnistration during the summer of 2012 in ordeceaduct a pivotal
trial. We expect that this trial will be a prospeet multicenter, randomized clinical trial. Itsiery objective will be to
compare the safety and the effectiveness of the M@&CGoronary stent in the treatment of de novodietesions in coronary
arteries in patients undergoing primary revasczdaion (surgical procedure for the provision ofeavnadditional, or
augmented blood supply to the heart) due to acytecardial infarction with currently approved baretal stents and drug
eluting stents.

On August 29, 2012, the U.S. Food and Drug Admiaisin issued us a letter disapproving our invesiigal device
exemption application due to insufficient datauport the initiation of a human clinical study. Mapecifically, the U.S.
Food and Drug Administration cited numerous deficies in our application which may require, amoragker things, new
and/or repeated testing in order to resolve. Wesaneently working with the U.S. Food and Drug Adhistration to resolve
these deficiencies and formulate an acceptablediggign. In particular, based on the results fmmMASTER trial result, we
are seeking to amend the initial clinical protoobbur proposed trial to, amongst other things:

* increase the sample size of the proposed tria)100 patients at up to 70 sites throughout theedrStates and Europe;

« include a more robust efficacy primary endpoivitjch will be restoration of ST segment resolutidrgreater than 70%
in patients treated with MGuard Coronary and MGu2eodonary’s non-inferiority in the occurrence ofget vessel
failure (a composite endpoint of cardiac deathgcaaence of a heart attack and the need for adfuwasive procedu
to correct narrowing of the coronary artery), asipared to other stents;

« allow both drug eluting stents and bare metaitsta the control arm; and
* add infarct size by cardiac magnetic resonaneging as a powered secondary endpoint.

We intend to formally respond to the disapprovtklewith these modifications in the first halflddvember 2012 and will
request approval of an investigational device exemmpplication before the end of 2012. Basedisous$sions with the
study’s principal investigator and study chairmte, budget for this study is estimated to be $i%illlon and the enroliment
initiation is expected to occur in the first calanduarter of 2013. Moreover, the enrollment pHaséhis trial is expected to
last 18 months and we expect that subjects irnttiaiswill be followed for 12 months with assessrtgeat 30 days, six months
and 12 months, with angiographic subgroup anatysisirring after the thirteenth month. These figured dates, however, may
change based on the final design of the studyistegiproved by the U.S. Food and Drug Administratio

Growth Strategy

Our primary business objective is to utilize oungmietary technology to become the industry stashdtartreatment of acute
coronary syndromes and to provide a superior swiub the common acute problems caused by curtemtirsg procedures,
such as restenosis, embolic showers and late tlosimiiWe are pursuing the following business gsgiatein order to achieve
this objective.
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*  Successfully commercialize MGuard Coronary with biestable mesh. We have begun commercialization of
MGuard Coronary with a bio-stable mesh in Europgsdfa, Asia and Latin America through our distridvutetwork
and we are aggressively pursuing additional regfisins and contracts in other countries such as@arsSouth Korea,
Belgium, and certain smaller countries in Latin Aio&. By the time we begin marketing this produrctiie United
States, we expect to have introduced the MGuardr@oy technology to clinics and interventional éalapists around
the world, and to have fostered brand name redogréind widespread adoption of MGuard Coronary.plde to
accomplish this by participating in national antemational conferences, conducting and sponsatingal trials,
publishing articles in scientific journals, holditagal training sessions and conducting electraméclia campaigns.

*  Successfully develop the next generation of MGuarstents. While we market our MGuard Coronary with bio-$¢éab
mesh, we intend to develop the MGuard Coronary witliug-eluting mesh. We are also working on ourud@ stents
for peripheral and carotid, for which we expech&we CE Mark approval by the first calendar quasfe2013. In
addition, we released our cobalt-chromium versiolMGuard Coronary, MGuard Prime, in 2010, which aveicipate
will replace the original stainless steel basedioerof MGuard Coronary over the next few years.

» Continue to leverage MGuard technology to developdalitional applications for interventional cardiologists and
vascular surgeons. In addition to the applications described abowepbelieve that we will eventually be able to agli
our proprietary technology to address imminent raaneeds for new product innovations to signifigamprove
patients’ care. We have applied for intellectualgarty rights using our mesh technology in the addrain aneurism,
treating bifurcated blood vessels and a new cormfegistal protective devices. We believe thesasfeave large
growth potential given, in our view, that presesiutions are far from satisfactory, and there ssgmificant demand for
better patient care. We believe that our patenis patent applications once allowed, can be potpractice and that
they will drive our growth at a later stage.

*  Work with world-renowned physicians to build awareress and brand recognition of MGuard portfolio of
products. We intend to work closely with leading cardiolstgito evaluate and ensure the efficacy and sefetyr
products. We intend that some of these promineysipians will serve on our Scientific Advisory Bdawhich is our
advisory committee that advises our board of dimesctand run clinical trials with the MGuard Coronatent. We
believe these individuals, once convinced of theud@ Coronary stert’appeal, will be invaluable assets in facilita
the widespread adoption of the stent. In additves plan to look to these cardiologists to genesatd publish scientific
data on the use of our products, and to preseintfih@ings at various conferences they attend.@wegg W. Stone,
director of Cardiovascular Research and EducatidimeaCenter for Interventional Vascular Therapyefv York
Presbyterian Hospital/Columbia University Medicar®er and the co-director of Medical Research ahetcation at
The Cardiovascular Research Foundation is the stihidiyman for the MASTER Trial. Dr. Donald Cutligxecutive
Director of Clinical Investigation at the HarvardirGcal Research Institute, will provide scientifeadership of the U.S.
Food and Drug Administration trials and Dr. Stori# &ct as principal investigator. On October 4120InspireMD
Ltd., our wholly-owned subsidiary, entered intdiaical trial services agreement with Harvard Giali Research
Institute, Inc., pursuant to which Harvard Clini€e#search Institute, Inc. will conduct a study teedi“MASTER Il —
MGuard Stent System Clinical Trial in Patientshvtcute Myocardial Infarction” on our behalf. Wellday Harvard
Clinical Research Institute, Inc., Cardio Resed&wctndations (CRF), as a core laboratory, and MexdPésrnational, ¢
our European monitoring group, an estimated aggedfiga of approximately $15.0 million for condudtitihe study,
subject to adjustment dependent upon changes sctie and nature of the study, as well as otrss ¢o be
determined by the parties.

e Continue to protect and expand our portfolio of paents. Our patents and their protection are criticabtio success.
We have filed nine separate patent applicationstiotMGuard technology in the United States (intigdne that is
still in the Patent Cooperation Treaty internatigetease) and corresponding patent applicationsaima@a, China,
Europe, Israel, India and South Africa. We belithvese patent applications cover all of our exisprafucts, and may
be useful to protect
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future technology. We intend to continue patentieg/ technology as it is developed, and to actipelssue any
infringement covered by one or more of our patehtsdate, we have secured patent protection in ebttte United
States, South Africa and China for one patent.“Basiness — Intellectual Property — Patents”).

As noted above, we previously filed patent appigcet for our MGuard technology in China, as parbof intended growth
strategy. However, upon further consideration efd¢bst and resources required to achieve (andaiskgosts associated with
enforcing) patent protection in China, we electegrioritize our pursuit of growth opportunitiesather countries and, as such,
have ceased our growth efforts in China for theemirtime period. We intend to reevaluate our sgytowards
commercialization of our MGuard technology in Chindhe future.

Competition

The stent industry is highly competitive. The baretal stent and the drug-eluting stent marketkennited States and
Europe are dominated by Abbott Laboratories, BoStcientific Corporation, Johnson & Johnson and Madt, Inc. Due to
ongoing consolidation in the industry, there aghhyarriers to entry for small manufacturers irhbibie European and the U.S.
markets. However, we believe that the European etésksomewhat more fragmented, and small competopear able to
gain market share with greater ease.

In the future, we believe that physicians will lamknext-generation stent technology to competé existing therapies.
These new technologies will likely include bio-alisble stents, stents that are customizable féerdifit lesion lengths, stents
that focus on treating bifurcated lesions, andtstesith superior polymer and drug coatings. Somthefcompanies developing
new stents are The Sorin Group, Xtent, Inc., CitieerAG, OrbusNeich, Biotronik SE & Co. KG, Svelgedical Systems,
Inc., Reva Inc. and Stentys SA, among others. Twemd current issues with drug-eluting stents, Sérén Group and
Cinvention AG have developed stents that do natireq polymer coating for drug delivery, therebpa@nding the types of
drugs that can be used on their respective stentsisNeich has addressed the problem differendlyeldping a stent coated
with an antibody designed to eliminate the needafgr drug at all. Xtent, Inc. has been concentgatim a stent that can be
customized to fit different sized lesions, so asliminate the need for multiple stents in a sirgiecedure. Biotronik SE & Co.
KG is currently developing bio-absorbable stenhtextogies, and Abbott Laboratories is currentlyaleping a bio-absorbable
drug-eluting stent. These are just a few of theyn@mpanies working to improve stenting procedimehe future as the
portfolio of available stent technologies rapidigieases. As the market moves towards next-geoerstenting technologies,
minimally invasive procedures should become mofecéfe, driving the growth of the market in theure. We plan to
continue our research and development effortsderaio be at the forefront of the acute myocaiidi@rction solutions.

According to the 2011 MEDTECH OUTLOOK produced bg BMO Capital Markets on January 3, 2011, the dvaide
stent market is dominated by four major playershwicombined total market share of approximatéB9Within the bare
metal stent market and drug-eluting stent markettdp four companies have approximately 92% add 8Bthe market share,
respectively. These four companies are Abbott Latooies, Boston Scientific Corporation, Johnsoro&rkson and Medtronic,
Inc. To date, our sales are not significant enaogiegister in market share. As such, one of tta@hges we face to the further
growth of MGuard is the competition from numerobsupaceutical and biotechnology companies in thefeutics area, as
well as competition from academic institutions, gmment agencies and research institutions. Maostio€urrent and potential
competitors, including but not limited to thoseéis above, have, and will continue to have, sulisingreater financial,
technological, research and development, regulaodyclinical, manufacturing, marketing and satiéstribution and personnel
resources than we do.

In addition to the challenges from our competitars,face challenges related specifically to oudpmrts. None of our
products is currently approved by the U.S. FoodRndy Administration. Clinical trials necessarysigpport a pre-market
approval application to the U.S. Food and Drug Adstiation for our MGuard products will be expersand will require the
enroliment of a large number of patients, and blétpatients may be difficult to identify and reitrwhich may cause a delay
in the development and commercialization of oudpid candidates. Furthermore, our rights to owlliettual property with
respect
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to our products could be challenged. Based on thiip litigation that has occurred in the stendlustry and the fact that we
may pose a competitive threat to some large anHoapltalized companies that own or control pateelsting to stents and
their use, manufacture and delivery, we believeithia possible that one or more third partied adlsert a patent infringement
claim against the manufacture, use or sale of cGudtd products based on one or more of these paterd/or will allege
misappropriation of their proprietary confidentialormation or other intellectual property.

We note that an additional challenge facing oudpots comes from drug-eluting stents. Over thedastde, there has
been an increasing tendency to use drug-elutingssbe PCI, with a usage rate of drug-eluting stentPCI approaching 70-
80% in some countries, even though drug-elutingtstdo not address thrombus management in acuteardial infarction. A
recent HORIZONS-AMI trial that compared drug-elgtistents to bare-metal stents in STEMI patientedéaio show any
benefit of drug-eluting stents as compared to laeal stents with regard to safety (death, re-atfam, stroke, or stent
thrombosis), but showed the 1 year target vessabrailarization (TLR) rate for drug-eluting steatipnts was only 4.6%, as
compared to 7.4% for patients with bare-metal sterbwever, based on data from over 350 patiemtsachree clinical trials,
the TLR rate for MGuard Coronary was 2.8%. (Thitada comprised of: (i) a TLR rate of 2.3% for éi@atient study, as
reported in “Multicentre Experience with MGuard NRrbtective Stent in ST-elevation Myocardial Intayo: Safety,
Feasibility, and Impact on Myocardial ReperfusiamCatheter Cardiovasc Intery2009; (ii) a TLR rate of 2.3% for a sub-
group of 203 STEMI patients from the Internatiokt®uard Observational Study; and (iii) a TLR rate5d% for a group of 51
heart attack patients, as reported in “Preventforhoombus Embolization during Primary Percutanemtsrvention Using a
Novel Mesh Covered Stent” Batheter Cardiovasc Intery2009).

Another challenge facing the MGuard products i$ fit@cing the stent at the entrance to large sidadhes, known as
jailing large side branches, is not recommendet thi¢ MGuard Coronary stent, because there ikafithrombosis. Jailing
requires the need to cross the stent with guideavickto create an opening with the balloon to alwaper flow, which can be
achieved with lower risk by using other bare-mstahts.

Research and Development Expenses

During each of the six months ended June 30, 2@di2te twelve months ended December 31, 2011, a0d®2009, we
spent approximately $2.6 million, $2.5 million, $million and $1.3 million, respectively, on resgtaand development.

Sales and Marketing

Sales and Marketing

In October 2007, MGuard Coronary with a bio-stabksh received CE Mark approval in the European tréad shortly
thereafter was commercially launched in Europeughoocal distributors. We are also in negotiatiasith additional
distributors in Europe, Asia and Latin America amd currently selling our MGuard Coronary with a-btable mesh in more
than 30 countries.

Until U.S. Food and Drug Administration approvaloafr MGuard Coronary with a bio-stable mesh, whighare targeting
for 2015, we plan to focus our marketing effortsrarily on Europe, Asia and Latin America. Withinfepe, we have focused
on markets with established healthcare reimbursefram local governments such as Russia, Italyn@ey, France, Greece,
Austria, Hungary, Poland, Slovenia, Czech Repudntid Slovakia.

In addition to utilizing local and regional distuitor networks, we are using international tradeashand industry
conferences to gain market exposure and brand mégmog We plan to work with leading physicianseishance our marketing
efforts. As sales volume increases, we may engagdeect sales in certain geographic markets.

Product Positioning

The MGuard Coronary has initially penetrated thekaiaby entering market segments with indicatidrad present high
risks of embolic dislodgement, notably acute mydiinfarction and saphenous vein graft coronatgriventions. The market
penetration of the MGuard Coronary in 2011 was maij with total sales
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in the twelve months ended December 31, 2011 afoxppately $6.0 million representing less than 1Pthe total sales of the
acute myocardial infarction solutions market arelrarket penetration for the six months ended 3002012 was also
minimal, with total sales in the six months endedel30, 2012 of approximately $2.1 million represgnless than 1% of the
total sales of the acute myocardial infarction sohs market.

When performing stenting procedures in patientb &é@ute coronary symptoms, interventional cardistsgace a difficult
dilemma in choosing between bare-metal stents,wiéwe a high rate of restenosis, and drug-elgiegts, which have a high
rate of late stent thrombosis, require adminisiratf anti-platelet drugs for at least one yeat poscedure and are more costly
than bare-metal stents. We are marketing our phattechnology, MGuard Coronary, as a superior arstl effective solution to
these currently unmet needs of interventional cdodists. We believe our MGuard Coronary technolsgglinically superior
to bare-metal stents because it provides embadieption during and post-procedure. We believeM@uard Coronary
technology is clinically superior to drug-elutinggsts, due to its lower stent thrombosis rate aotkeption from embolic
showers during and post-procedure.

In addition to the advantages of the MGuard Corpibechnology that we believe to exist, the MGuaotdDary technology
maintains the deliverability, crossing profile, aithtation pressure of a conventional stent, aerventional cardiologists do
not have to undergo any training before utilizihg product.

Insurance Reimbursement

In most countries, a significant portion of a pati® medical expenses is covered by third-partyopsyThird-party payors
can include both government funded insurance progtand private insurance programs. While each pdgeelops and
maintains its own coverage and reimbursement gaslithe vast majority of payors have similarly lelished policies. All of
the MGuard products sold to date have been desigmédabeled in such a way as to facilitate thization of existing
reimbursement codes, and we intend to continues@d and label our products in a manner consistihtthis goal.

While most countries have established reimbursemafes for stenting procedures, certain countrigg raquire additional
clinical data before recognizing coverage and reirsément for the MGuard products or in order t@wba higher
reimbursement price. In these situations, we intermbmplete the required clinical studies to abtaimbursement approval in
countries where it makes economic sense to do so.

In the United States, once the MGuard Coronary bithstable mesh is approved by the U.S. Food and D
Administration, it will be eligible for reimbursemefrom the Centers for Medicare and Medicaid Seyyj which serve as a
benchmark for all reimbursement codes. While tlier® guarantee these codes will not change owe, tive believe that the
MGuard Coronary will be eligible for reimbursemémtough both governmental healthcare agencies arsl pnivate insurance
agencies in the United States once it is approyetié U.S. Food and Drug Administration.

Intellectual Property

Patents

We have filed nine patent applications in the Uhiates (including one that is still in the Pat&abperation Treaty
international phase) covering aspects of our MGteetnology. We have filed corresponding patentieafions in Canada,
China, Europe, Israel, India and South Africa,doraggregate total of 35 patents and pending atiglits. These patent
applications are directed to cover percutaneouslye knitted stent jackets, stent and filter addes,in vivofilter assembly,
optimized stent jackets, stent apparatuses fontiezat via body lumens and methods of use, sterarapyses for treatment via
body lumens and methods of manufacture and usestantapparatuses for treatment of body lumenengrothers. In lay
terms, these patent applications generally coveethspects of our products: the mesh sleeve witlwéthout a drug, the
product, and the delivery mechanism of the stentOotober 27, 2010, our patent application pemgno “Stent Apparatus for
Treatment via Body Lumens and Method of Use”, Sa@\ftica patent application 2007/10751, was issue&auth Africa
Patent No. 2007/10751. On October 25, 2011, ownpatpplication pertaining to “In Vivo Flter Asselyih U.S. Patent
Application 11/582,354, was issued as U.S. Pat@#33323. On June 13, 2012, our patent applicgtéstaining to “Filter
Assemblies”, China Patent Application No. 20078@EH9, was issued as China Patent No. ZL200780®18680one of
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the other patent applications has been grantedtto We believe one or more pending patent apitstupon issuance, will
cover each of our existing products. We also beliat the patent applications we have filed, inigalar those covering the
use of a knitted micron-level mesh sleeve oveeatdbr various indications, if issued as paterith wlaims substantially in
their present form, would likely create a signifitharrier for another company seeking to use aimtéchnology.

To date, we are not aware of other companies ta patent rights to a micron fiber, releasablé&édifiber sleeve over a
stent. However, larger, better funded competitova patents relating to the use of drugs to tresteresis, stent architecture,
catheters to deliver stents, and stent manufactuani coating processes and compositions, as svgk@eral delivery
mechanism patents like rapid exchange that miglatlbged to cover one or more of our products. Steanufacturers have
historically engaged in significant litigation, an@& could be subject to claims of infringementraéllectual property from one
or more competitors. Although we believe that amghsclaims based on patents of which we are cuyramtare would be un-
founded, such litigation would divert attention aedources away from the development and/or comateation of MGuard
stents. Furthermore, we may be subject to clainisfohgement of patents of which we are currenthaware. Other
manufacturers or other parties may also challehgéntellectual property that we own, or may owithia future. We may be
forced into litigation to uphold the validity ofefclaims in our patent portfolio, as well as ounewvship rights to such
intellectual property, and litigation is often amcertain and costly process.

Trademarks

We use the InspireMD and MGuard trademarks in cotimre with our products. We have registered thesgemarks in
Europe. The trademarks are renewable indefinigg\lpng as we continue to use the mark in Europaaake the appropriate
filings when required.

Government Regulation

The manufacture and sale of our products are sutgjeegulation by numerous governmental authaitincipally the
European Union CE Mark, the U.S. Food and Drug Adsiriation and other corresponding foreign agencies

Sales of medical devices outside the United Sttesubject to foreign regulatory requirements vhay widely from
country to country. These laws and regulations édngm simple product registration requirementsame countries to
complex clearance and production controls in oth&ssa result, the processes and time periods nexdjtd obtain foreign
marketing approval may be longer or shorter thasdmecessary to obtain U.S. Food and Drug Admatigh market
authorization. These differences may affect thigieficy and timeliness of international marketadiuction of our products.
For countries in the European Union, medical devioest display a CE Mark before they may be impgbotesold. In order to
obtain and maintain the CE Mark, we must comphhwlite Medical Device Directive 93/42/EEC and padtial and annual
facilities audit inspections to 1ISO 13485 standdrglein European Union inspection agency. We haveredd SO 13485
quality system certification and the products weently distribute into the European Union dispthg required CE Mark. In
order to maintain certification, we will be requdro pass annual facilities audit inspections catetliby European Union
inspectors.

As noted below, we currently have distribution a@gnents for our products with distributors in thédiwing countries:
Italy, Germany, Austria, Czech Republic, Slovakieance, Slovenia, Greece, Cyprus, Portugal, Spailand, Hungary,
Estonia, Ukraine, Holland, Russia, Latvia, Bra€hile, Costa Rica, Mexico, Argentina, Colombia,iyri Lanka, South
Africa, Pakistan, Israel, Uruguay, Venezuela, mdleBelarus and Egypt. We are subject to governaheagulation in each of
these countries and we are not permitted to dedf @lur products in each of these countries. Wedeh of the European Union
member countries accepts the CE Mark as its sql@nement for marketing approval, some of thesentrées still require us to
take additional steps in order to gain reimbursermights for our products. Furthermore, while wéidnee that each of the
above-listed countries that is not a member oBhmpean Union accepts the CE Mark as its primeauirement for
marketing approval, each such country requirest@addi regulatory requirements for final marketeygproval of the MGuard
Prime version of the MGuard Coronary product. Aiddially, in Canada, we are required to pass anfiagdities audit
inspections performed by Canadian inspectors. Eurtbre, we are currently targeting additional caestin Europe, Asia, and
Latin America.
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We believe that each country that we are targetiag accepts the CE Mark as its primary requirerf@nnarketing approval.
We intend that the results of the MASTER Trial vgiiitisfy any additional governmental regulatoryuisgments in each of the
countries where we currently distribute our prodwtd in any countries that we are currently témgdbr expansion.
However, even if all governmental regulatory regmients are satisfied in each such country, weipatethat obtaining
marketing approval in each country could take asde three months or as many as twelve monthstodie nature of the
approval process in each individual country, inclgdypical wait times for application processinglaeview, as discussed in
greater detail below.

The MGuard Prime version of the MGuard Coronarydpit received CE Mark approval in the European bimoOctober
2010 and marketing approval in Israel in Septen20drl. We are currently seeking marketing approwattfe MGuard Prime
version of the MGuard Coronary product in Braziklelysia, Mexico, Russia, Serbia, Singapore, Argentindia, Sri Lanka,
Pakistan, South Korea, Ukraine, Belarus and Cand@aare focused on seeking marketing approvaléedltountries because
we believe that these countries represent thegestropportunities for us to grow with respectuo sales. We have determined
that other countries with better organized andtalipéd healthcare systems may not present usathe spportunities for
growth due to the lack of use of stents in treatnoécardiac episodes and less advantageous haadthreimbursement policies,
among other reasons. While we understand that@able countries in which we are seeking markegéipgroval for the
MGuard Prime version of the MGuard Coronary prodattepts the CE Mark as its primary requirementrfarketing approval
and does not to our understanding require anyiaddittests, each country does have some additiegalatory requirements
for marketing approval, as we have been informedunydistributors, who are responsible for obtagrmmarketing approval for
our products. More specifically, for example, tipproval process in Malaysia requires us to submégplication for
regulatory approval, which we anticipate will beugted approximately three months later. For the@amb process in Mexico,
we need to submit an application for regulatoryrapal, which we anticipate will be granted approately twelve months
later. For the approval process in Serbia, we mesdbmit an application for regulatory approvahieth we anticipate will be
granted approximately four months later. For thgrapal process in Singapore, we need to submipatication for regulatory
approval, which we anticipate will be granted apprately ten months later. For the approval progegsgentina, we need to
submit an application for regulatory approval, vihwee anticipate will be granted approximately tveetlaonths later. For the
approval process in India, we need to submit atiegijon for regulatory approval, which we antidipavill be granted in
November or December 2012. For the approval prdceSs Lanka, we need to submit an applicationrégulatory approval,
which we anticipate will be granted in approximateik to twelve months. For the approval proced8adkistan, we need to
submit an application for regulatory approval, vwhwee anticipate will be granted in approximately t&i twelve months. For
the approval process in South Korea, we need tmiw@n application for regulatory approval, whick anticipate will be
granted in approximately two years. For the apgrpracess in Ukraine, we need to submit an apptingor regulatory
approval, which we anticipate will be granted apgrately six months later. For the approval prode€Belarus, we need to
submit an application for regulatory approval, vihwee anticipate will be granted approximately sianths later. For the
approval process in Canada, we need to submitglication for regulatory approval, which we ant@ip will be granted
approximately twelve months later. In Israel, wherereceived marketing approval in September 2@&1will be subject to
annual renewal of our marketing approval. Regusaitoiisrael may request additional documentatiootioer materials and
results of studies from medical device manufactugsrpart of the renewal process. Generally, howéwe annual renewal of
marketing approval is given automatically, barranmaterial change in circumstances or results.ulssR, we received market
approval in February 2012. In Chile, we receiveakabtapproval for our previous distributor in Dedsn2010. We have
terminated our relationship with our previous digttor in Chile, however, and once we enter intelationship with a new
distributor, we will be required to submit a newphgation for regulatory approval in Chile, whictevanticipate will be granted
approximately twelve months after our submissiarefgproval.

For the approval process in Brazil, we must comyith Brazilian Good Manufacturing Practice, or GMfality system
requirements. ANVISA, Brazil's regulatory agencyishconduct an inspection of the manufacturindnefNlGuard Prime
version of the MGuard Coronary product to deterntiompliance with Brazil GMP regulations. Upon siesfal completion of
an audit, ANVISA will then issue the GMP certifieat
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necessary to register a medical device in Brazicéwe receive the necessary GMP certificate, weapaly for regulatory
approval. We anticipate that the approval proce®razil will take between one and two years.

Please refer to the table below setting forth @ravals and sales for original stainless steetd&dsGuard Coronary
product and the cobalt-chromium based MGuard Pviension of the MGuard Coronary product on a coubgcountry 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 MGuard

MGuard MGuard Prime Prime
Countries Approval Sales Approval Sales
Argentina Y Y N N
Austria Y Y Y Y
Brazil Y Y N N
Chile ND Y N N
Colombia Y Y N N
Costa Rica Y® Y N N
Cyprus Y Y Y N
Czech Rep Y Y Y N
UK Y N Y N
Estonia Y Y Y Y
France Y Y Y Y
Germany Y Y Y Y
Greece Y Y Y Y
Holland (Netherlands) Y Y Y Y
Hungary Y Y Y Y
India Y Y N N
Israel Y Y Y Y
Italy Y Y Y Y
Latvia Y Y Y Y
Lithuania Y Y Y N
Malaysia N N N N
Mexico Y Y N N
Pakistan Y®) Y N N
Poland Y Y Y Y
Portugal Y Y Y N
Russia Y Y Y Y
Serbia N N N N
Singapore N v (@ N N
Slovakia Y Y Y N
Slovenia Y Y Y Y
South Africa Y® Y N N
Spain Y Y Y Y
Sri Lanka Y@ Y N N
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 of a new distributor in Chile.



(2) At time the sales were made, we satisfied the etguy requirements in Singapore. The regulatoryiregqents in Singapo
were subsequently changed and we no longer mes tequirements.

(3) We believe that we have regulatory approvattierMGuard Coronary product in this country, basedn information from
our distributor in such country, who was resporesfol obtaining the regulatory approval for the M@BdiCoronary product.
However, the certificate evidencing regulatory appt is held by our distributor and we cannot gotga that it is in full
force and effect.
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In the United States, the medical devices thatlélimanufactured and sold by us will be subjetawis and regulations
administered by the U.S. Food and Drug Administratincluding regulations concerning the preredessto commercial
marketing, the conduct of clinical investigationsmpliance with the Quality System Regulation aftkling. We anticipate
that our MGuard Coronary product with bio-stablestmproduct will be classified as a Class Il mebitzvice by the U.S.
Food and Drug Administration.

A manufacturer may seek market authorization foew medical device through the rigorous Premarlgiréval
application process, which first requires thattth8. Food and Drug Administration determine thatdlevice is safe and
effective for the purposes intended.

We will also be required to register with the UF8od and Drug Administration as a medical devicauf@acturer. As such,
our manufacturing facilities will be subject to UFod and Drug Administration inspections for cdiance with Quality
System Regulation. These regulations will requiag tve manufacture our products and maintain oauh@nts in a prescribed
manner with respect to design, manufacturing,rtgsind quality control activities. As a medical idevmanufacturer, we will
further be required to comply with U.S. Food andi@pAdministration requirements regarding the repgrof adverse events
associated with the use of our medical devicegjedisas product malfunctions that would likely caus contribute to death or
serious injury if the malfunction were to recurSUFood and Drug Administration regulations alseego product labeling and
prohibit a manufacturer from marketing a medicalice for unapproved applications. If the U.S. Feod Drug Administration
believes that a manufacturer is not in complianitk the law, it can institute enforcement procegdito detain or seize
products, issue a recall, enjoin future violatiansl assess civil and criminal penalties againstrtaeufacturer, its officers and
employees.

Customers

Our customer base is varied. We began shippingaguct to customers in Europe in January 2008hawe since
expanded our global distribution network to Soushdssia, India, Latin America and Israel. For theee months ended
September 30, 2012, 61% of our revenue was gexdrateurope, 14% of our revenue was generatedaelsand 11% of our
revenue was generated in Africa, with the remairdid@ of our revenue generated in the rest of thidwBor the six months
ended June 30, 2012, 75% of our revenue was geddraEurope, 8% of our revenue was generated imr&leéAmerica, 6% of
our revenue was generated in South America, 6%iofavenue was generated in Asia with the remaiB¥gof our revenue
generated in the rest of the world.

Our major customers in the three months ended Bdyete30, 2012 were Izasa Distribuciones TecnicasaShstributor in
Spain that accounted for 20% of our revenues, Tkdawbsohn Ltd., a distributor in Israel that acted for 15% of our
revenues, and Tau Medical Supplies, a distribut@duth Africa that accounted for 11% of our rev&nOur agreement with
Izasa Distribuciones Tecnicas SA grants lzasa iDigtiones Tecnicas SA the right to be the excludig&ibutor of MGuard
products in Spain until May 2013. Our agreemenhwizamal Jacobsohn Ltd. grants Tzamal Jacobsohnhgdight to be the
exclusive distributor of MGuard products in Israetil December 2012, subject to achievement obaexdrder minimums. Our
agreement with Tau Medical Supplies grants Tau bEdupplies the right to be the exclusive distidbwf MGuard products
in South Africa until June 2013. Under our agreemwdth Tau Medical Supplies, Tau Medical Suppligsaquired to purchase
300 stents from us during the twelve months endeg 81, 2011, 600 stents during the twelve montldeéMay 31, 2012 and
1,000 stents during the twelve months ended May813, at a price per stent of 440 Euros, for totimimum order values of
132,000 Euros, 264,000 Euros and 440,000 Eurgsectsely. Unless otherwise indicated below, althaf distribution
agreements described under “Customers” are subjeettomatic annual extensions unless affirmatiteigninated.

Our major customers in the six months ended Jun2@®I® were Bosti Trading Ltd., a distributor irtRussian Federation
that accounted for 22% of our revenues, Euromeddabland GmbH, a distributor in Germany that actedifior 14% of our
revenues, and Kardia Srl, a distributor in Italgttaccounted for 9% of our revenues. Our agreemigintBosti Trading Ltd.
grants Bosti Trading Ltd. the right to be the esale distributor of MGuard products in the Rusdt@deration until May 2014,
subject to the achievement of certain order minimudnder our agreement with Bosti Trading Ltd., B8dsading Ltd. is
required to purchase 3,500 stents from us in 26,080 stents in 2013 and 4,000 stents in thedixstmonths of 2014,
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at a price per stent of 560 Euros, for total mimmorder values of 1,960,000 Euros, 3,360,000 Eanais2,240,000 Euros,
respectively. Our agreement with Euromed Deutsch@mbH grants Euromed Deutschland GmbH the rigbetthe exclusive
distributor of MGuard products in Germany until M2913, with no order minimums currently in placerr@greement with
Kardia Srl grants Kardia Srl the right to be thelagive distributor of MGuard products in Italy ifugust 2013, with no
order minimums currently in place.

Our major customers in the twelve months ended Déee 31, 2011 were Kirloskar Technologies (P) Laddjstributor in
India that accounted for 18% of our revenues, Tdiaeobsohn Ltd., a distributor in Israel that aoted for 12% of our
revenues, and lzasa Distribuciones Tecnicas SAstalditor in Spain that accounted for 9% of owerues. Our agreement
with Kirloskar Technologies (P) Ltd. grants Kirl@skTechnologies (P) Ltd. the right to be the exgRrislistributor of MGuard
products in India until May 2013, subject to acleieent of certain order minimums. Under our agreémwih Kirloskar
Technologies (P) Ltd., Kirloskar Technologies (Rj.lwas required to purchase 15,000 stents fro 8811 and is required to
purchase 20,000 stents from us in 2012, at a pecstent of $600, for total minimum order valué$@.0 million in 2011 and
$12.0 million in 2012, respectively. Kirloskar Texiogies (P) Ltd. will also be eligible to receifvee stents representing 15%
or 20% of the total value of stents purchased, diéipg upon the annual volume of the purchases o$tnts. Although
Kirloskar Technologies (P) Ltd. did not achievedtsler minimum for 2011, we did not terminate eitber agreement with
Kirloskar Technologies (P) Ltd. or Kirloskar Techogies (P) Ltd.’s right to be the exclusive disttibr of MGuard products in
India. Our agreement with Tzamal Jacobsohn Ltchtgrdizamal Jacobsohn Ltd. the right to be the exatudistributor of
MGuard products in Israel until December 2012, sabjo achievement of certain order minimums. Uradgragreement with
Tzamal Jacobsohn Ltd., Tzamal Jacobsohn Ltd. nulséee at least 85% of the following order minimurhgl00 stents during
the twelve months ending March 31, 2012 and 1,8ts during the twelve months ending March 31,32@t a price per
stent, per an oral agreement, of 400 Euros, fat totnimum order values of 560,000 Euros and 64DBaros, respectively.
Tzamal Jacobsohn Ltd. will be granted options thase 2,029 shares of our common stock for ea@8,8Q0 in sales upon
achievement of the order minimums. Tzamal Jacob&tdhrdid not meet its order minimum for the twelmenths ended
March 31, 2012 and, accordingly, no options weestgd to Tzamal Jacobsohn Ltd. under this agreermewever, we did not
terminate either our agreement with Tzamal Jacab&tdh or Tzamal Jacobsohn Ltd.’s right to be thelesive distributor of
MGuard products in Israel. Our agreement with |Zaisdribuciones Tecnicas SA grants Izasa Distribnes Tecnicas SA the
right to be the exclusive distributor of MGuard gwaets in Spain until May 2012, subject to achievenué certain order
minimums. Under our agreement with Izasa Distribnes Tecnicas SA, Izasa Distribuciones Tecnicagv&#required to
purchase 4,000 stents from us in 2011, at a pecstent of 700 Euros, for a total minimum orddugaof 2,800,000 Euros in
2011. Izasa Distribuciones Tecnicas SA did notaghits order minimum for 2011, however, we did teoininate either our
agreement with 1zasa Distribuciones Tecnicas Skamsa Distribuciones Tecnicas SA's right to beekelusive distributor of
MGuard products in Spain. In addition, pursuardancamendment to our agreement with Izasa Distrilmés Tecnicas SA,
Izasa Distribuciones Tecnicas SA, through its glibges, was required to purchase 500 MGuard Psterets from us at a price
per stent of 700 Euros in February 2011. Izasaibigtiones Tecnicas SA met its purchase requiremnefébruary 2011 and
received a bonus of 100 free stents. |zasa Disfidinges Tecnicas SA also agreed to partner with asstudy to be conducted in
Spain entitled MGuard Prime Implementation in STERtdute myocardial infarction with ST elevation).dddition, other
current significant customers are in Germany, Atige and Brazil.

Our major customer in 2010 was Hand-Prod Sp. ZaoRxlish distributor, that accounted for 29% aof mvenues. We have
an agreement with Hand-Prod Sp. Z 0.0 that graatsdHProd Sp. Z 0.0 the right to be the exclusiggrithiutor of MGuard
products in Poland until December 2012, subjeeictievement of certain order minimums. Under oueagent with Hand-
Prod Sp. Z 0.0, Hand-Prod Sp. Z 0.0 was requirgritohase 1,250 stents from us in 2010, 1,500ssfeorh us in 2011 and
2,500 stents from us in 2012, at a price per siEA00 Euro, for total minimum order values of 53) Euro in 2010, 600,000
Euro in 2011 and 1,000,000 Euro in 2012, respelgti¥éand-Prod Sp. Z 0.0 was eligible to receive #é@ stents in 2010, 300
free stents in 2011 and 500 free stents in 2012 apbievement of the respective purchase minimwssribed above. Hand-
Prod Sp. Z 0.0 did not achieve its order minimum2@10, however, we agreed to provide them withcarpta amount of free
stents, based on the amount of stents they purdhdsed-Prod
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Sp. Z 0.0 did not achieve its order minimum for 2@hd therefore did not receive any free sten®Oitl, but will be eligible to
receive 500 free stents in 2012 if it achievesntii@mum order values for that year. Although HandePSp. Z 0.0 did not
achieve its order minimum for 2010 or 2011, we mid terminate either our agreement with Hand-Pqe.dZs.0 or Hand-Prod
Sp. Z 0.0’s right to be the exclusive distributbMGuard products in Poland. In addition, in 20/, granted Hand-Prod Sp. Z
0.0 an option to purchase 12,174 shares of our astock (as adjusted for the anticipated one-dar-feverse stock split of
our common stock) as consideration for its assigt@m promoting our business in Poland. In May 204&nhd-Prod Sp. Z 0.0
sent us a termination notice, effective Decembéd22€hat notified us that it would not be renewitsgexclusive distribution
agreement due to an organizational restructuring.

Manufacturing and Suppliers

We manufacture our stainless steel MGuard steatigir a combination of outsourcing and assemblyiaban facility.
Third parties in Germany manufacture the base stethicatheter materials, and we add our proprietesh sleeve to the stent.
Our current exclusive product supplier is QualiMexovative Medizinprodukte GmbH. QualiMed InnovatiMedizinprodukte
GmbH is a specialized German stent manufacturéethatro polishes and crimps the stent onto abalcatheter that creates
the base for our stainless steel MGuard stentslilQe@ Innovative Medizinprodukte GmbH has agreetbice responsibility
for verifying and validating the entire stent systby performing the necessary bench test and bipathility testing. During
the production process, QualiMed Innovative Megradukte GmbH is responsible for integrating thesmeovered stent with
the delivery system, sterilization, packaging atzeling. Our manufacturing agreement with QualiNetbvative
Medizinprodukte GmbH expires in September 2017gsmkarlier terminated by either party in the eeébreach of material
terms of the agreement, liquidation of the othetypaur failure to receive requested productsnfiore than 60 days, a
substantiated intellectual property claim is brauadminst the other party or the development agee¢imetween the parties is
terminated. The manufacturing agreement providea febate program that rewards us for increaseal@s of our products.
Our proprietary mesh sleeve is supplied by Biogainémc., a San Diego, California-based speciattymer manufacturer for
medical and engineering applications. Natec Meditél supplies us with catheters that help createbiase for our MGuard
stents. Our agreement with Natec Medical Ltd., Whiay be terminated by either party upon six mdnthsce, calls for non-
binding minimum orders and discounted cathetersiwpaching certain purchasing thresholds.

Our MGuard Prime cobalt-chromium stent was desidne8velte Medical Systems Inc. We have an agreemiém Svelte
Medical Systems Inc. that grants us a non-exclysiweeldwide license for production and use of th&hard Prime cobalt-
chromium stent for the life of the stent’s patesuthject to the earlier termination of the agreenugain the bankruptcy of either
party or the uncured default by either party urater material provision of the agreement. Our rgypityments to Svelte
Medical Systems Inc. are determined by the salesn®of MGuard Prime stents. Until October 20, 204& paid a royalty of
7% for all product sales outside of the United &atnd, for products sales within the United Stateate of 7% for the first
$10.0 million of sales and a rate of 10% for alesaxceeding $10.0 million. We also shared wital@&Medical Systems Inc.
in the cost of obtaining the CE Mark approval, wihbir costs not to exceed $85,000, and the U.8d God Drug
Administration approval, with their costs not tacegd $200,000. On October 20, 2012, we amendedgreement with Svelte
Medical Systems Inc., pursuant to which Svelte MaldBystems Inc. reduced the royalty rate to 2.9%lmet sales both inside
and outside the United States in exchange fors(ivaiving the $85,000 in regulatory fees for the &k that were owed to us
by Svelte Medical Systems Inc., (ii) us making fudlyment of all presently owed royalties in the ammf $205,587 due to
Svelte Medical Systems Inc. as of September 302 204 (iii) $1,763,000, payable in 215,000 shafemio common stock (as
adjusted for the anticipated one-for-four revetselssplit of our common stock), that were valuetha closing price of our
common stock on October 19, 2012, or $8.20 peresta adjusted for the anticipated one-for-fouerse stock split of our
common stock). We have mutual indemnification addiigns with Svelte Medical Systems Inc. for any dges suffered as a
result of third party actions based upon breachespresentations and warranties or the failungeidorm certain covenants in
the license agreement, and Svelte Medical Systamsill also indemnify us for any damages suffeasd result of third party
actions based upon intellectual property or desigims against the MGuard Prime cobalt-chromiumtste

Our MGuard Prime cobalt-chromium stent is being nfactured and supplied by MeKo Laserstrahl-Matbgatbeitung.
Our agreement with MeKo Laserstrahl-Materialbedthej for the production of electro polished L60%ebmetal stents for
MGuard Prime is priced on a per-stent basis, stibjethie quantity of stents ordered. The complstembly process for
MGuard Prime, including knitting and securing theese
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to the stent and the crimping of the sleeve startb@ balloon catheter, is done at our Israel rfeanturing site. Once MGuard
Prime has been assembled, it is sent for steidizan Germany and then back to Israel for finatkzging.

Each MGuard stent is manufactured from two mainpoments, the stent and the mesh polymer. The istemtde out of
stainless steel or cobalt chromium. Both of theagenials are readily available and we acquire tirethe open market. The
mesh is made from polyethylene terephthalate (PHETis material is readily available in the marketell, because it is used
for many medical applications. In the event thatsupplier can no longer supply this material befi form, we would need to
qualify another supplier, which could take sevenahths. In addition, in order to retain the appt@mfgdhe CE Mark, we are
required to perform periodic audits of the quationtrol systems of our key suppliers in order &une that their products meet
our predetermined specifications.

Distributors

We currently have exclusive distribution agreemémtour CE Mark-approved MGuard Coronary with btable mesh
with medical product distributors based in Italygr@®any, Austria, Czech Republic, Slovakia, Frasteyenia, Greece, Cyprus,
Portugal, Spain, Poland, Hungary, Estonia, Ukraiwland, Russia, Latvia, Brazil, Chile, Costa Rikexico, Argentina,
Colombia, India, Sri Lanka, South Africa, PakistBe)arus, Croatia, Ireland and Israel. We are aitlyen discussions with
multiple distribution companies in Europe, Asiadaratin America.

During the past several months, we have been reajgour distributor relationships in anticipatiofiresults from our
MASTER Trial, which were published on October 2@12. As such, we are in the process of appointéw distributors in
certain territories, and believe that new incergtimad broader responsibilities have strengthermagigements with our best and
most experienced country and regional partnergdTparty distributors are also being replaced bgdisales channels in key
European countries where end user average selliogspand the lack of strong distributors are lingitfactors.

Current and future agreements with distributorsuséite that, while we are responsible for trainjmgviding marketing
guidance, marketing materials, and technical guidadistributors will be responsible for carrying tocal registration,
marketing activities and sales. In addition, in trezses, all sales costs, including sales reprabess, incentive programs, and
marketing trials, will be borne by the distributtinder current agreements, distributors purchasgssfrom us at a fixed price.
Our current agreements with distributors are gdlyelia a term of approximately three years ancoauatically renew for an
additional three years unless modified by eithetypa

Employees

As of November 6, 2012, we had 65 full-time empkxs/eOur employees are not party to any collectargining
agreements. We consider our relations with our eygas to be good. We believe that our future ssoeéisdepend, in part,
on our continued ability to attract, hire and netqualified personnel.

Properties

Our headquarters are located in Tel Aviv, Isra¢lere we currently have a 1,000 square meter diciity and a 420
square meter manufacturing facility that employshufacturing personnel and has the capacity toufaature and assemble
5,000 stents per month, should we hire more empkyd/e believe that our current facility is suffici to meet anticipated
future demand by adding additional shifts to ourent production 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 party to any material litigatinor are we aware of any such threatened or pgtitigation.

There are no material proceedings in which anyunfdirectors, officers or affiliates or any registe or beneficial
shareholder of more than 5% of our common stoekiadverse party or has a material interest adverser interest.
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MANAGEMENT
The following table sets forth information regargliour executive officers and the members of ourdoédirectors.
Name Age Position(s)
Ofir Paz 47  Chief Executive Officer and Diracto
Craig Shore 51  Chief Financial Officer, Seangtnd Treasurer
Eli Bar 48  Senior Vice President of Research and Developrmeht a
Chief Technical Officer of InspireMD Ltd.
Robert Ratini 50 Vice President of Sales andketing of InspireMD Ltd.
Sol J. Barer, Ph.D 65 Chairman of the BoarBioéctors
James Barry, Ph.D 53 Director
Asher Holzer, Ph.D 63  Director
James J. Loughlin 69  Director
Paul Stuka 57  Director
Eyal Weinstein 57  Director

Our directors hold office until the earlier of theieath, resignation or removal by stockholdersrdil their successors have
been qualified. Our directors are divided into ¢hedasses. Sol J. Barer, Ph.D. and Paul Stukauardass 1 directors, with their
terms of office to expire at our 2012 annual megtihstockholders. Asher Holzer, Ph.D. and Eyal Wtin are our class 2
directors, with their terms of office to expirecatr 2013 annual meeting of stockholders. Ofir Bames Barry, Ph.D. and
James J. Loughlin are our class 3 directors, vaighr terms of office to expire at our 2014 annuakting of stockholders. At
each annual meeting of stockholders, commencinlg tvé 2012 annual meeting, directors elected toedtthose directors
whose terms expire shall be elected for a ternffafeoto expire at the third succeeding annual ingedf stockholders after
their election, with each director to hold officetilihis or her successor shall have been dulyteteand qualified.

Our officers hold office until the earlier of theleath, resignation or removal by our board ofaoes or until their
successors have been selected. They serve aetimupd 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. Pag $erved as the
chief executive officer and a director of InspireNIRi. since May 2005. From April 2000 through J2302, Mr. Paz headed
the Microsoft TV Platform Group in Israel. In thiapacity, Mr. Paz managed the overall activitieMafrosoft TV Access
Channel Server, a server-based solution for défigenteractive services and Microsoft Windows-ltheentent to digital cable
set-top boxes. Mr. Paz joined Microsoft in Aprildwhen it acquired Peach Networks, which he fodrated served as its
chief executive officer. Mr. Paz was responsibledesigning Peach Networks’ original system araiitee, taking it from
product design to product viability, and then mang@nd leading the company up to and after itaisitépn, which was
valued at approximately $100.0 million at the tiofesuch acquisition. Mr. Paz currently serves anlibard of directors of A.
S. Paz Investment and Management Ltd., S.P. Mavedows Israel Ltd. and Cell Buddy Network Ltd. Mraz received a
B.Sc. in Electrical Engineering, graduating cundiauand a M.Sc. from Tel Aviv University. Mr. Pazjsalifications to serve
on the board include his prior experience in susftdly establishing and leading technology compsimelsrael. In addition, as
chief executive officer, Mr. Paz’s position on th@ard ensures a unity of vision between the brogdals our company and our
day-to-day operations.

Craig Shore has served as our chief financial officer, secyetand treasurer since March 31, 2011. In addisorge
November 10, 2010, Mr. Shore has served as Insjiredd.’s vice president of business developmeniniFebruary 2008
through June 2009, Mr. Shore served as chief fiahnfficer of World Group Capital Ltd. and NepctaELtd., both publicly
traded companies on the Tel Aviv Stock Exchangsetdan Tel Aviv, Israel. From March 2006 until Feary 2008, Mr. Shore
served as the chief financial officer of Cellnetdufions Ltd., a provider of advanced cellular palélephony solutions for low
to middle income populations of developing coustid@sed in Azur, Israel. Mr. Shore has over 25s/ehexperience

82




TABLE OF CONTENTS

in financial management in the United States, Eeirapd Israel. His experience includes raising ahpitth in the private and
public markets. Mr. Shore graduated with honorsraceived a B.Sc. in Finance from PennsylvanieeStaiversity and an
M.B.A. from George Washington University.

Eli Bar has served as InspireMD Ltd.’s senior vice predidénesearch and development and chief technifiako since
February 2011. Prior to that, he served as InspgréMl.’s vice president of research and developrsarde October 2006 and
engineering manager since June 2005. Mr. Bar hassIdvyears’ experience in medical device prodegetbpment. Mr. Bar
has vast experience building a complete reseamii@velopment structure, managing teams from the sdage to an advanced
marketable product. He has been involved with nmaedical device projects over the years and hadales@ a synthetic
vascular graft for femoral and coronary artery aepment, a covered stent and a fully implantabhgriceilar assist device. Mr.
Bar has more than nine filed device and methodpafeplications and he has initiated two medicaickeprojects. Mr. Bar is
also a director of Blue Surgical Ltd., a medicatide company based in Israel. Mr. Bar graduateochfideew Haven University
in Connecticut with a B.Sc. in Mechanical Enginegri

Robert Ratini has served as InspireMD Ltd.’s vice president &§ssand marketing in a full-time capacity sinceeldn
2012 and served in a part-time capacity from M&¢h2012 until May 31, 2012. From April 2011 througarch 26, 2012,
Mr. Ratini served as a business consultant angitieepresident of business development for Easy Bleices, Inc. in
Geneva, Switzerland, which focuses on telemedisafevare products, Stentys SA in Paris, Francechvficuses on self-
expanding coronary stents, and Parvulus SA in LoBaytzerland, which concentrates on intra annliart valve repair rings.
From October 2009 through March 2011, Mr. Ratimved as the director of marketing for OrbusneichdMal, which
produces and sells interventional cardiology presiuend from October 2006 through September 2009Rsltini served as
vice president global marketing and EMEA salesBimsensors International, Switzerland, where hal#ished a global sales
and marketing department and led the launch oBtbeévatrix drug eluting stent. Mr. Ratini has exs@re cardiology and
vascular experience and has worked in the mediéalmation technology industry since 1989. Mr. Ragiraduated from the
University of Applied Sciences in Bienne, Switzedavith a Master of Computer Science.

Sol J. Barer, Ph.D. has served as a director since July 11, 2011 amddraed as our chairman since November 16, 2011.
Dr. Barer has 25 years of experience with publidged biotechnology companies. In 1980, when RreBwas with Celanese
Research Company, he formed the biotechnology gittatpvas subsequently spun out to form Celgengd@ation. Dr. Barer
spent 18 years leading Celgene Corporation asdamisichief operating officer and chief executiiécer, culminating with his
tenure as Celgene Corporation’s executive chairamahchairman beginning in May 2006 until his retiemt in June 2011. Dr.
Barer is also a director of Cerecor, Inc., Edger@peutics, Inc., Medgenics, Inc., ContraFect Capon, Amicus
Therapeutics, Inc. and Aegerion Pharmaceuticats,dnd serves as a senior advisor to a numbehef btotechnology
companies. Dr. Barer received a Ph.D. in organ&rabtry from Rutgers University. Dr. Barer bringstthe board significant
scientific and executive leadership experiencééU.S. biotechnology industry and prior servicdt@board of directors of
other publicly-held biopharmaceutical companiesyal as a unique perspective on the best methbgeowth for a
biotechnology company.

James Barry, Ph.D. has served as a director since January 30, 201RB&bry has served as executive vice president and
chief operating officer at Arsenal Medical Incmadical device company focused on local therapgesSeptember 2011. Dr.
Barry also heads his own consulting firm, Convetd@omedical Group LLC, advising medtech compamiegproduct
development, strategy, regulatory challenges and faising. Until June 2010, he was senior vicesigient, corporate
technology development at Boston Scientific Corfora where he was in charge of the corporate rekesnd development
and pre-clinical sciences functions. Dr. Barry grBoston Scientific in 1992 and oversaw its effamtthe identification and
development of drug, device and biological systémspplications with implantable and catheter-lagelivery systems. He
currently serves on a number of advisory boardsidtieg the College of Biomedical Engineering até& blniversity, the
College of Sciences at University of Massachudattsell, and the Massachusetts Life Science CebBterBarry received his
Ph.D. in Biochemistry from the University of Mashasetts-Lowell and holds a B.A. degree in ChemiBtgn Saint Anselm
College. Dr. Barry brings to the board over 20 gezrexperience in leadership roles in the medleaice industry and
significant medical technology experience, in martr with respect to interventional cardiology guots.
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Asher Holzer, PhD.,has served as our director since March 31, 2011HBizer served as our president from March 31,
2011 until June 1, 2012 and served as our chaifreamMarch 31, 2011 until November 16, 2011. Initidd, Dr. Holzer
served as the president and chairman of the bddndpireMD Ltd. from April 2007 until June 1, 201Rreviously, Dr. Holzer
founded Adar Medical Ltd., an investment firm spdizing in medical device startups, and servedsashief executive officer
from 2002 through 2004. Dr. Holzer currently sereashe board of directors of Adar Medical Ltd.S®H.-IL The Israeli
Society of Occupational Safety and Health Ltd.,r@loeat Ltd. (where he serves as chairman of thedpa2to3D Ltd., and S.P.
Market Windows Cyprus. Dr. Holzer earned his PhB\pplied Physics from the Hebrew University. Dr.|egr is also an
inventor and holder of numerous patents. Dr. Hdtlzargs to the board his more than 25 years of gxpee in advanced
medical devices, as well as expertise coveringdewange of activities, including product developtnelinical studies,
regulatory affairs, market introduction and theafigial aspects of the stent business.

James J. Loughlinhas served as our director since September 19, 212 oughlin served as the National Director loé t
Pharmaceuticals Practice at KPMG LLP, and a fiva-yerm as member of the board of directors of KPM®. Additionally,
Mr. Loughlin served as Chairman of the Pensionlamdstment Committee of the KPMG LLP board from 398rough 2001.
He also served as Partner in charge of Human Ressuthairman of the Personnel and Professionatibement Committee,
Secretary and Trustee of the Peat Marwick Foundatim a member of the Pension, Operating and §ice¢anning
Committees. In addition, Mr. Loughlin has servedasember of the board of directors of Celgene Qmaron, a global
biopharmaceutical company focused on novel thesdpiethe treatment of cancer and inflammatoryafiss, since 2006,
including as chairman of the audit committee sifimee 2008 and a member of the compensation conensitiee June 2008.
Mr. Loughlin served as a member of the board afadors of Alfacell Corporation, a biopharmaceutmwaipany primarily
focused on therapeutic drugs for the treatmenanter and other pathological conditions, until 2888 Datascope Corp., a
medical device company engaged in the interveniticaraiology and radiology, cardiovascular and wéecsurgery, and
critical care fields, until January 2009. Mr. Loligtbrings to the board his valuable experienceNatsonal Director of the
Pharmaceuticals Practice at KPMG LLP, an extensagkground in accounting and financial reportingglifying him as an
audit committee financial expert, and prior sengoethe board of directors of other publicly-heldgharmaceutical companies.

Paul Stukahas served as a director since August 8, 2011SMika has served as the managing member of Osirisd?s,
LLC, an investment fund, since 2000. Prior to faxghDsiris Partners, LLC, Mr. Stuka, with 30 yedrgexperience in the
investment industry, was a managing director ofgwood Partners, managing small cap institutionabants. In 1995, Mr.
Stuka joined State Street Research and Managememt@ager of its Market Neutral and Mid Cap Groktinds. From 1986
to 1994, Mr. Stuka served as the general partn8tudfa Associates, where he managed a U.S.-bagestiment partnership.
Mr. Stuka began his career in 1980 as an analydtlatity Management and Research. As an analystSklika followed a
wide array of industries including healthcare, ggetransportation, and lodging and gaming. Earliiis career he became the
assistant portfolio manager for three Fidelity Faridcluding the Select Healthcare Fund which veasgnized as the top
performing fund in the United States for the fiveay period ending December 31, 1985. Mr. Stukadifizations to serve on
the board include his significant strategic andiess insight from his years of experience invesitmthe healthcare industry.

Eyal Weinsteinhas served as a director since August 8, 2011Wéinstein is the chief executive officer of LEOREXI.,
a company developing and marketing Dermo Cosmetidyzts. From 2001 to 2007, Mr. Weinstein workednanager-partner
of C.I.G., an economic and accounting consultaoogsulting for leading Israeli banks, including Rdreumi, Bank Hapoalim,
Israeli Discount Bank and Bank Hamizrachi. From@@®2001, he was manager-partner of Exseed, aneeoapital fund that
invested in early-stage companies. Beginning ir6188&. Weinstein was a partner and founder in gtatdishment of three
high-tech companies that were ultimately sold, tawMicrosoft Corporation. Mr. Weinstein currentigrses on the board of
directors of cell Buddy Network Ltd. Mr. Weinstdinings to the board his considerable managemenbasidess experience
as an executive of several companies and investimeds in Israel.
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Family Relationships

We have no family relationships amongst our dinecgmd executive officers.

Transition Plan

We anticipate that in the near term, Ofir Paz valign from his position as our chief executiveagif. Mr. Paz intends to
remain in his position while we conduct a thorosghrch for an appropriate replacement. We havmeeta search firm to
assist in this process. Mr. Paz’s resignation cé&sleur transition from a private medical deviagtstip company with a
promising new technology to a publicly traded compwith a successfully tested, commercialized, C&Rvapproved product.
After his resignation, we anticipate that Mr. Palt main one of our directors and maintain higalvement with us, as
necessary, on a consulting basis.

Agreements with Executive Officers
Ofir Paz

On April 1, 2005, InspireMD Ltd. entered into anoyment agreement with Ofir Paz to serve as ledp Ltd.’s chief
executive officer. Such employment agreement wasesguently amended on October 1, 2008 and MarcA®8,. Pursuant to
this employment agreement, as amended, Mr. Pazmtdked to a monthly gross salary of $15,367. Rz was also entitled to
certain social and fringe benefits as set fortthenemployment agreement, which totaled 25% ogfoss salary, as well as a
company car. Mr. Paz was also entitled to a mininlmamus equivalent to three monthly gross salaryrats based on
achievement of objectives and the approval of therdb of directors. Mr. Paz was eligible to receit@ck options pursuant to
this agreement following its six month anniversauyhject to board approval. If Mr. Paz’s employmeas terminated with or
without cause, he was entitled to at least six msmirior notice and would have been paid his gadad all social and fringe
benefits in full during such notice period.

On April 1, 2011, in order to obtain more favoratalg treatment in Israel, the employment agreeméhtMr. Paz was
terminated and InspireMD Ltd. entered into a cot@sidy agreement with A.S. Paz Management and ImeggtLtd., an entity
wholly-owned by Mr. Paz, through which Mr. Paz wesained to serve as InspireMD Ltd.’s chief exaautfficer. Pursuant to
this consultancy agreement, Mr. Paz was entitleadrtoonthly consultancy fee of $21,563. Mr. Paz alae entitled to a
minimum bonus equivalent to three monthly grosarggbayments based on achievement of objectiveshtenapproval of the
board of directors. The consultancy agreement@stains certain confidentiality, non-competitiordanon-solicitation
requirements for Mr. Paz. If Mr. Paz's employmenmtsvterminated without cause, he was entitled teast six months’ prior
notice and would have been paid his consultancyfe®g such notice period.

At the request of the compensation committee, Me. &greed, effective as of December 1, 2011, tobgensated as an
employee, rather than as a consultant, on subsligriitie same terms as the consultancy agreemieice Secember 1, 2011,
Mr. Paz has been treated as an employee of oursaniceived the same level of compensatian (base salary and
benefits) as was mandated under his consultaneeagmt. We have otherwise complied with the teritBeoconsulting
agreement.

For a description of certain severance and permmgments to which Mr. Paz was and will be entitieder his agreements,
see “Executive Compensation — Potential PaymentsmUrmination or Change of Control.”

Craig Shore

On November 28, 2010, InspireMD Ltd. entered imeeeployment agreement with Craig Shore to sentaspreMD
Ltd.’s vice president of business development. Bansto the employment agreement, Mr. Shore wasdezhto a monthly
gross salary of $8,750, which amount increased 2P0 upon consummation of our share exchangeactions on March 31,
2011 and which further increased to $10,620 asilgfl, 2011. Mr. Shore is also entitled to cersaeial and fringe benefits as
set forth in the employment agreement. The employragreement also contains certain confidentiation-competition and
non-solicitation requirements for Mr. Shore. Mro&his also entitled to, and received, a grantpbibos to purchase 45,000
restricted ordinary shares of InspireMD Ltd. whigére converted into options to purchase 91,306eshafrour common stock
(as adjusted for the anticipated one-for-four regestock split of our
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common stock) following the consummation of ourrshexchange transactions on March 31, 2011; sutthrspshall fully vest
if Mr. Shore’s employment is terminated in connestwith a change of control. If Mr. Shore’s emplamhis terminated
without cause, Mr. Shore shall be entitled to aste80 days’ prior notice and shall be paid hiargah full and all social and
fringe benefits during such notice period. If a anajhange of control of InspireMD Ltd. occurs, Mhore will be entitled to at
least 180 days’ prior written notice and shall bé&lphis salary in full and all social and fringenbéts during such notice period.
If Mr. Shore is terminated for cause, he is nottkeat to any notice.

For a description of certain severance and permgments to which Mr. Shore is entitled under hiplyment
agreement, see “Executive Compensation — PotdPdiaments Upon Termination or Change of Control.”

Eli Bar

On June 26, 2005, InspireMD Ltd. entered into aplegment agreement with Eli Bar to serve as IndpeLtd.’s
engineering manager. Pursuant to this employmeeeagent, Mr. Bar is entitled to a monthly grossasabf $8,750, which
amount increased to $10,620 as of July 1, 2011 B¥dr.is also entitled to certain social and fribgeefits as set forth in the
employment agreement including a company car. Ting@/ment agreement also contains certain confidigt non-
competition and non-solicitation requirements far. Bar. If Mr. Bar’'s employment is terminated, with without cause, he is
entitled to at least 60 days’ prior written notared shall be paid his salary in full and all soeiadl fringe benefits during such
notice period.

For a description of certain severance and permgments to which Mr. Bar is entitled under his &mpment agreement,
see “Executive Compensation — Potential PaymentsmUrmination or Change of Control.”

Robert Ratini

On March 27, 2012, InspireMD Ltd. entered into asidtancy agreement with Robert Ratini to serviggireMD Ltd.’s
vice-president of sales and marketing. Until May 2112, Mr. Ratini provided services on a part-tinasis and, beginning on
June 1, 2012, he has served as the full-time viesiglent of sales and marketing. Mr. Ratini istiedito receive $20,000 per
month in consideration for his services, which wagl on a pro-rata basis for the hours he workei May 31, 2012, and is
also entitled to receive a monthly phase-in paynés7,000 from June 1, 2012 to December 31, 2Bk2Ratini is eligible to
receive various performance-based commissions,hndrie dependent upon the levels of revenue geddngithis sales activity.
The consultancy agreement also contains certaifideoriality, non-competition and non-solicitatioequirements for Mr.
Ratini. The consultancy agreement has no terminatéde, but may be terminated without cause byidestD Ltd. upon 90
days’ prior written notice if such notice is subtmit after September 1, 2012. If Mr. Ratini is terated for cause, he is not
entitled to any notice.

Asher Holzer

On April 1, 2005, InspireMD Ltd. entered into ang@oyment agreement with Asher Holzer, Ph.D. to sexs InspireMD
Ltd.’s president. Such employment agreement waseguently amended on March 28, 2011. Pursuanig@hployment
agreement, as amended, Dr. Holzer was entitledriorgthly gross salary of $15,367. Dr. Holzer was antitled to certain
social and fringe benefits as set forth in the eyplent agreement, which totaled 25% of his groEsysaas well as a company
car. Dr. Holzer was also entitled to a minimum t®aquivalent to three monthly gross salary paymesased on achievement
of objectives and the approval of the board ofadoes. Dr. Holzer was eligible to receive stockiops pursuant to this
agreement following its six month anniversary, sabjo board approval. If Dr. Holzer's employmerasaerminated with or
without cause, he was entitled to at least six mgrgrior notice and would have been paid his gadad all social and fringe
benefits in full during such notice period.
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On April 29, 2011, effective April 1, 2011, in ord® obtain more favorable tax treatment in Isrtes, employment
agreement with Dr. Holzer was terminated and ledpD Ltd. entered into a consultancy agreement ®&H-IL, the Israeli
Society Ltd., an entity wholly-owned by Dr. Holzénrrough which Dr. Holzer was retained to servénapireMD Ltd.’s
president. Pursuant to this consultancy agreerdbentiolzer was entitled to a monthly consultanoy & $21,563. Dr. Holzer
was also entitled to a minimum bonus equivalerthtee monthly gross salary payments based on aahient of objectives and
the approval of the board of directors. The comrsly agreement also contained certain confidetytiaon-competition and
non-solicitation requirements for Dr. Holzer. If.Holzer's employment was terminated without cabsewas entitled to at
least six months’ prior notice and would have beaid his consultancy fee during such notice period.

At the request of the compensation committee, tffe@s of December 1, 2011, Dr. Holzer agreecettréated as an
employee for purposes of paying Dr. Holzer’s sakamg benefits rather than as a consultant under@lzer’s consultancy
agreement.

On June 1, 2012, Dr. Holzer, OSH-IL, the IsraeltiBty of Occupational Health and Safety Ltd. angpireMD Ltd.
entered into a separation agreement and releaseigmi to which, among other things, the consujtagreement, dated as of
April 29, 2011, by and between InspireMD Ltd. anSHDIL the Israeli Society Ltd. was terminated and Bolzer resigned as
president and director of InspireMD Ltd. and presidof InspireMD, Inc. As part of the separatiomesgnent, Dr. Holzer
agreed to release us, InspireMD Ltd., and InspiB2 ®mbH from any and all claims, rights or demandsirzg from or related
to the previous agreement, the relations betweepadinties or the termination thereof.

On June 1, 2012, we entered into a consulting aggaewith Dr. Holzer, which terminates on NovemB@r 2012, pursuant
to which Dr. Holzer will provide us with consultirsgrvices in exchange for monthly payments of $20,2s part of the
consulting agreement, Dr. Holzer released us anaffiliates from any and all claims other thangbaelated to Dr. Holzer’s
position as a shareholder. Under this consultirgexgent, Dr. Holzer is not entitled to any addigiblbenefits, other than
benefit plans or programs that we provide to otgaors so long as Dr. Holzer remains on our boédirectors.

For a description of certain severance and perggments to which Dr. Holzer was and will be eetitlnder his
agreements, see “Executive Compensation — Potdtaighents Upon Termination or Change of Control.”
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

The Compensation Discussion and Analysis discusgegrinciples underlying our executive compensagiolicies and
decisions for our named executive officers. It pdeg qualitative information regarding the manmewhich compensation is
earned by our named executive officers and platesritext the data presented in the tables thiafoln addition, we address
the 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 chiefaitive officer (principal executive officer), QgeShore, our chief financial
officer, secretary and treasurer (principal finaheind accounting officer), Asher Holzer, Ph.D.; fmumer president, Eli Bar,
the senior vice president of research and developaral chief technical officer of InspireMD LtdndcSara Paz, the former
vice president of sales of InspireMD Ltd.

We formed a compensation committee on Septembe2@1l,. Prior to that date, all compensation deosior Mr. Paz and
Dr. Holzer were made by our board of directors. Rz was responsible for the executive compensptiokages of Messrs.
Shore and Bar and Ms. Paz. Because of the potentidlict of interest, Dr. Holzer and Mr. Shoreafeviewed and approved
Mr. Paz's decision with respect to Ms. Paz’'s congpéion before it was implemented. The current caregton package of
Mr. Paz and the compensation package of Dr. Halmgl his retirement were determined before oursigchange
transactions on March 31, 2011, when InspireMD latds a private Israeli company. In accordance isitheli law, their
compensation was submitted to and approved byttioitsolders of InspireMD Ltd. on February 28, 2001 board of
directors also reviewed and approved Mr. Shorefsgensation package after the share exchange ttamsac

Going forward, the compensation committee of owar®f directors will review at least annually atetermine the
executive compensation packages for Mr. Paz, imtudpproving any grants of stock options. Mr. Rékremain responsible
for making recommendations to our compensation citteewith respect to the executive compensatiaka@ges for Messrs.
Shore and Bar, including any grants of stock optidhe compensation committee performed its amewéw of named
executive officer compensation in February 2012.

In considering compensation for our named executffieers prior to 2012, the board of directorseélupon the officer's
performance and contribution to our developmentaaidevements. We did not engage in any formal ti@iacking or conduct
or obtain any formal surveys of executive compeaagait peer companies. We also considered genemgbensation trends.

During the compensation committee’s review of nameetutive officer compensation for 2012, the conspéion
committee retained the services of a compensatiasudtant. The consultant provided a report theluished formal
benchmarking of our named executive officers’ congadion against that at companies selected byahsuttant and approved
by our compensation committee. The peer group wagpdsed of 16 U.S.-based public medical devicespamies and four
Israel-based public medical device and biopharmamdicompanies that were determined to have a eoafyte business and
financial profile to us, in terms of revenue, enyge size and/or market value:

Antares Pharma Atricure Bacterin Internatiddaldings
BioLase Technology Cardica Cerus

Conceptus Cutera Cytori Therapeutics

D Medical Industries Palomar Medical Technologies Pluristem Therapeutics
PROLOR Biotech Protalix BioTherapeutics SEQUBWO

STAAR Surgical Stereotaxis SurModics

Uroplasty Vision-Sciences

The compensation consultant’s report and recomntemdgprimarily called for increases in named exeeuofficer
compensation. However, in light of our current fingl position, our long-term and short-term go#is, fact that many of our
named executive officers received salary increas2611 and the significant equity ownership of snahour named executive
officers, the compensation committee determingdhke only two actions with respect to increasasamed executive officer
compensation in 2012, in the
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form of a stock option grant to Mr. Shore, on terts and for the reasons described under “Namedutixe Officer
Compensation — Compensation of Chief Financial¢@ffi Secretary and Treasurer” below and a cashsbwnMr. Bar, in the
amount and for the reason described under “Namedive Officer Compensation — Compensation of &evlice President
of Research and Development and Chief Technicat€fbf InspireMD Ltd.” below. The compensation aqoittee did not
determine to target our overall compensation paekagr elements of our compensation packagesll wifain a certain
percentile of the comparator group above, althahglcompensation committee may determine to da $oei future.

We have entered into agreements with all of ourethexecutive officers. These agreements are surnedannder
“Executive Officers and Directors — Agreements witkecutive Officers.” Mr. Paz and Dr. Holzer wemmpensated pursuant
to consultancy agreements beginning on April 1,120owever, at the request of the compensation dteenMr. Paz and Dr.
Holzer agreed, effective as of December 1, 201betoompensated as employees rather than consulgnte December 1,
2011, Mr. Paz has been, and from December 1, 26tillhis resignation, Dr. Holzer was, treated asamployee of ours and
received the same level of compensatiog.( base salary and benefits) as each would havedrgiled to under his
consultancy agreement. We have otherwise compligdtie terms of the consultancy agreements.

Philosophy of Compensation

The goals of our compensation policy are to enthatexecutive compensation rewards managemehgefping us achieve
our financial goals (increased sales, profitahilic.) and meet our clinical trial milestones aligns management’s overall
goals and objectives with those of our stockholdBosachieve these goals, our compensation comeratte board of directors
aims to:

* provide a competitive compensation package thables us to attract and retain superior managepezabnnel;

» relate compensation to our overall performartee jndividual officer's performance and our assessnof the officer’s
future potential;

« reward our officers fairly for their role in oachievements; and

» align executives’ objectives with the objectivéstockholders by granting equity awards to enagarexecutive stock
ownership.

We have determined that in order to best meet thlejgetives, our executive compensation progranuishioalance fixed
and bonus compensation, as well as cash and emuitpensation, as discussed below. Historicallyethas been no pre-
established policy or target for the allocationvi@n either cash and non-cash or short-term amdtknm incentive
compensation for our executive officers. We inténthe future to solicit recommendations from oaompensation consultants
with respect to the balance of fixed and bonus @amagtion for our executive officers.

Components of Compensation

The principal components of compensation for oumec executive officers are base salary/consultéeg,fequity based
grants, personal benefits and perquisites andnpallg in the future, cash bonuses.

Base Salary/Consulting Fees.The primary component of compensation for our eduexecutive officers is base salary (or
consulting fees for our named executive officer®wahe employed pursuant to consultancy agreemé3dsg salary levels for
our named executive officers have historically béetermined based upon an evaluation of a numbfctirs, including the
individual officer’s level of responsibility, lenigtand depth of experience and our assessment offtber’s future potential
with our company, performance and, to the exteatlale, general compensation levels of similaityated executives and
general compensation trends. Although our employraed consultancy agreements with our named execafficers set forth
a fixed base salary, salaries have been revieweadpeally and changed, when deemed appropriateralyor written
amendment to the applicable officer's agreement2Bd1, we generally increased the base salariearagxecutive officers, in
part as a reflection of us becoming a publicly é#dompany in the United States and the accompairyimeased
responsibilities for our executive
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officers. Prior to April 1, 2011, Ms. Paz was comgated on an hourly basis, based on a fixed haorigulting fee. In 2012,
the compensation committee determined not to makelanges to the base salaries of our named éxeafticers.

In the future, the compensation committee intendgvtiew each named executive officer's base s@amgulting fee on an
annual basis. In addition to the factors descritmale, in setting base salary, the compensatiomitte® intends to consider
the recommendations of our compensation consultardsnore formal data regarding the compensatiidef similarly
situated executives.

Equity Based Grants. An additional principal component of our compeimapolicy for named executive officers
consists of grants under the InspireMD, Inc. 20MBRELLA Option Plan. Under this plan, among othesads, executive
officers may be granted stock options. Since its&dion, the compensation committee of the boamiretctors has
administered the grants of awards under the Injixenc. 2011 UMBRELLA Option Plan, and prior teiformation, the
board of directors administered such awards. Wiesrthat equity ownership of our company by ounead executive officers
will further align the interests of our executivificers with those of our stockholders.

Prior to 2012, all equity incentive awards were madher (i) in accordance with negotiated ternt$a¢h in our
employment or consultancy agreements, at levelsmddeecessary to attract or retain the executitleeaime of such
negotiations and determined taking into accountel@ient’s overall compensation package and ta of aligning such
executive’s interest with that of our stockholdens(ii) at the discretion of the board of directar the compensation committee
without reference to any formal targets or objezgiwhen deemed appropriate in connection wittaexdinary efforts or
results or necessary in order to retain the exeelti light of the executive’s overall compensatgatkage.

During its 2012 compensation review, the compeasatommittee determined to make only one equitgritige award, to
Mr. Shore, on the terms and for the reasons destribder “Named Executive Officer Compensation —-m@ensation of
Chief Financial Officer, Secretary and Treasuresibl.

Our compensation committee intends to considendwur annual compensation review whether to gegguity incentive
awards to our named executive officers, and thagef any such awards, including whether to setmarformance targets or
other objective or subjective criteria relatedtte final grant or vesting of such awards. The campon committee will also
retain the flexibility to make additional grantsdbighout the year if deemed necessary or appregriairder to retain our
named executive officers or reward extraordinafgres or achievements.

Personal Benefits and Perquisites.Certain of our named executive officers are ktito additional personal benefits in
accordance with what we believe to be customargtipe@and law in Israel, including contributionsverds pension and
vocational studies funds, annual recreational alwees, a company car, a daily food allowance ataigany phone. We
believe these benefits are commonly provided tace@tkees in Israel, and we therefore believe that itecessary for us to
provide these benefits in order to attract andmetaperior management personnel.

Cash Bonus. Until 2012, we had never paid cash bonuses t@wxeicutives; however, our consultancy agreements M.
Paz and Dr. Holzer provided for cash bonuses fodliek at the discretion of our board of directorsimamount not less than
three months’ salary. We believe that cash bonyspats are an appropriate means to reward signtfeehievement and
contribution to us by an executive officer, esplégifr officers that already hold significant equpositions in our company.
Therefore, going forward, cash bonuses may becomera significant component of our compensatiornicgdbr executive
officers.

During its 2012 compensation review, the compeasatommittee determined to make a cash bonus ateakdt;,. Bar, in
the amount and for the reason described under “Mdfmecutive Officer Compensation — CompensatioSarfior Vice
President of Research and Development and Chiéfrilead Officer of InspireMD Ltd.” below.

We intend to consider the amount of cash bonusethett of our named executive officers should bilethto receive in
connection with our annual compensation reviewintaknto account each executive’s total compenagtiackage, the
recommendations of our compensation consultantaagdnore formal data
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we obtain regarding the compensation levels oflantyisituated executives. We will also considec@amnection with such
review whether to designate certain financial agrafional metrics or other objective or subjectvigeria in determining the
final amounts of such awards.

Compensation of Named Executive Officers

Compensation of Chief Executive Officer. During the six months ended June 30, 2012, Mr'shtatal compensation was
$153,597. In 2011, Mr. Paz’s total compensation $2&7,039, as compared to $219,160 in total congtiemsin 2010. Mr.
Paz’s total compensation was comprised of (i) ggtayments from December 1, 2011 through June BI2,Xii) consulting
fees paid pursuant to the consultancy agreemepiréMD Ltd. entered into with A.S. Paz Managemerd &nvestment Ltd., an
entity wholly-owned by Mr. Paz, through which Ma£was retained to serve as InspireMD Ltd.’s chiefcutive officer from
April 1, 2011 through November 30, 2011, (iii) sgl@ayments from January 1, 2011 through Marchi281,1, and (iv) benefits
and perquisites, as more fully discussed belowtif@six months ended June 30, 2012, Mr. Paz'sysetanpensation was
$121,327. In 2011, Mr. Paz’s salary compensatios $42,425 under his employment agreement, $122;8d@6r the
consultancy agreement with A.S. Paz Managementrargdtment Ltd. and $15,371 as an employee in Dbee2011, for a
total of $180,766, as compared to $89,197 undeemisloyment agreement and $78,491 under a consultgreement that
was in effect prior to his employment agreementaftotal of $167,688, in 2010. In determining tioenpensation for Mr. Paz
in 2011, our board of directors evaluated our caaf®and organizational accomplishments in 201Qedlsas Mr. Paz’s
individual accomplishments. Mr. Paz’'s 2011 comp#asavas also increased in anticipation of us beéngma publicly traded
company in the United States and the additionaggabbns that would entail for our chief executnféicer. Mr. Paz’s
compensation package for 2011 was determined beforshare exchange transactions on March 31, 20dn InspireMD
Ltd. was a private Israeli company. In accordanitk igraeli law, his compensation was submittedrid approved by the
stockholders of InspireMD Ltd. on February 28, 20Ifie compensation committee determined that noggmwere needed to
Mr. Paz's compensation package during 2012.

Mr. Paz also received various benefits as bothaaisd employee and a consultant, many of whidheeitre required by
Israeli law or we believe are customarily providedsraeli executives. These benefits included rioumtions to his pension and
vocational studies funds, an annual recreation ayna company car, a cell-phone and a daily fdlosvance. For the six
months ended June 30, 2012, Mr. Paz’s benefits ensgiion was $32,270. In 2011, Mr. Paz’s benedilsgensation through
payments made to him as an employee and throughergg made to A.S. Paz Management and Investméntvas $66,273,
as compared to $51,472 in 2010. Our board of direcind compensation committee determined thatyebased
compensation would be inappropriate for Mr. Pa2Qa1 and 2012, in light of his current equity hofgh in our company.

Compensation of Chief Financial Officer, Secretaryand Treasurer. Mr. Shore was initially hired as InspireMD Ltd.’s
vice president of business development and becamehéef financial officer, secretary and treasumeMarch 31, 2011.
During the six months ended June 30, 2012, Mr. Shdotal compensation was $234,396. In 2011, Mar&'s total
compensation was $419,433, as compared to $13)1t62al compensation in 2010, which representedpemsation paid from
the commencement of Mr. Shore’s employment on Nder@d4, 2010. Mr. Shore’s total compensation waspresed of salary
payments under his employment agreement with ugrogrants under the InspireMD, Inc. 2011 UMBRELD%tion Plan, as
more fully discussed below, and benefits and psitgs, as more fully discussed below. For the sintims ended June 30,
2012, Mr. Shore’s salary compensation was $76,[M2011, Mr. Shore’s annual salary was $118,338paspared to $9,912
in 2010. Pursuant to his employment agreement wgttMr. Shore’s monthly salary was automaticaltyréased during 2011,
upon the consummation of our share exchange traosacUpon Mr. Paz’s recommendation, Mr. Shoralsiy was further
increased as of July 1, 2011 by an additional $838month on July 1, 2011. In determining to makghsadditional increase,
Mr. Paz considered the corporate and organizatae@dmplishments of our company since Mr. Shomejpius, his role in
such accomplishments, his general performancéntisased responsibilities as chief financial @fjthe desire to ensure that
his compensation is high enough to retain his sesvand the desire to make his compensation censigith what we pay to
our other senior executives. Mr. Paz recommendetittze

91




TABLE OF CONTENTS

compensation committee agreed, that no changesneeded to Mr. Shore’s compensation package d2ddg other than the
option grant described below.

Mr. Shore also received various benefits, many tttveither are required by Israeli law or we badi@re customarily
provided to Israeli executives, including contribus to his pension and vocational studies fundsiraual recreation payment,
a company car, a company cell phone, and a dailg &lowance. For the six months ended June 3®,204 Shore’s benefits
compensation was $18,180. In 2011, Mr. Shore’s fitsrmompensation was $35,280, as compared to §3r28010.

On February 27, 2011, Mr. Shore was granted optioaiscurrently represent the right to acquireaip,306 shares of our
common stock at an exercise price of $4.92 perstear adjusted for the anticipated one-for-fouerse stock split of our
common stock). This award was part of the initetliage negotiated with Mr. Shore in connection Withhiring in November
2010. The number of shares for which such awardexascisable and the exercise price were origirsgtyforth in Mr. Shore’s
employment agreement and related to shares ofréMpi Ltd. The per share price was determined basetthe price at which
InspireMD Ltd. had most recently raised capitale Tiption was converted into an option to acquieectirrent number of
shares at the current exercise price through theestxchange transactions. The options vest onramehbasis over three years.
The options had a fair market value of $260,55dfasbruary 27, 2011. In determining to grant Mo a significant portion
of his compensation in the form of options, ourrdoaf directors believed that it was important beegMr. Shore an equity
interest in us. Providing Mr. Shore with an equitsike was viewed by our board as important, asSkore previously did not
hold any such stake in us, as opposed to Mr. PdbDanHolzer. In determining the number of shaceaward to Mr. Shore, Mr.
Paz and our board of directors considered the tteprbvide Mr. Shore with a compensation packagéwas sufficient to
attract him to accept employment with us, giver tig base salary was believed to be relativelyflawhis position, and the
desire to provide Mr. Shore with an equity positiorour company that was significant enough toraligs objectives with those
of our stockholders and allow Mr. Shore to sharetnfuture on financial growth and the benefitshef share exchange and us
becoming a U.S. public company.

On May 20, 2011, Mr. Shore was awarded a warraptitohase 750 shares of our common stock at acisgerice of
$7.20 per share (as adjusted for the anticipateef@nfour reverse stock split of our common stoak)a bonus payment for his
work performed in connection with our share excleaingnsactions. The warrant had a fair market vafi&5,266 and vested
immediately. The award was given in recognitiotMaf Shore’s extraordinary efforts related to ourate placement
transaction on March 31, 2011.

On May 25, 2012, Mr. Shore was granted optionctpuie up to 75,000 shares of our common stock aixarcise price of
$3.20 per share (as adjusted for the anticipateef@nfour reverse stock split of our common stodk)e options vest on an
annual basis over three years. The options hail méaket value of $139,499 as of May 25, 2012. @&vard was given in
recognition of Mr. Shore’s past contributions, teriease Mr. Shore’s equity stake in us in ordéutiter align Mr. Shore’s
objectives with those of our stockholders and allom to share in our future financial growth andctompensate for Mr.
Shore’s relatively low salary for his position.

Compensation of Senior Vice President of Researcmd Development and Chief Technical Officer of InspieMD Ltd.

During the six months ended June 30, 2012, MrsBatal compensation was $112,432. In 2011, Mx’'8total
compensation was $350,394, as compared to $941688l compensation in 2010. Mr. Bar's total campation was
comprised of salary payments under his employmgmesment with us, a cash bonus awarded in 201Rpés fully discussed
below, option grants under the InspireMD, Inc. 2QMBRELLA Option Plan, as more fully discussed bel@and benefits and
perquisites, as more fully discussed below. Foistkenonths ended June 30, 2012, Mr. Bar's salangpensation was
$77,100. In 2011, Mr. Bar’s annual salary was $18@2, as compared to $91,684 in 2010. In determitiiegcompensation for
Mr. Bar in 2011, Mr. Paz evaluated the corporat @iganizational accomplishments of our compar80ih0, particularly with
respect to the development of our products, asagelr. Bar's individual achievements and contiitms to such
accomplishments. Mr. Bar’s increase in salary duéifl1l reflected his significant contributions to gsuccess in 2010, and our
desire to retain him going forward. His
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2011 salary was increased to the level it had bed&wugust 2008, prior to salary reductions througiithe company. Mr. Paz
recommended, and the compensation committee agtegdio changes were needed to Mr. Bar's compienspackage during
2012 other than the cash bonus described below.

Mr. Bar received a cash bonus of $12,850 in recagnfor his efforts in achieving the successfuingetion of enroliment
of our MASTER Trial during the six months endedd®®, 2012. The amount of the bonus was equal &mditional month of
salary plus social benefits for Mr. Bar.

Mr. Bar also received various benefits, many ofchteither are required by Israeli law or we beliawe customarily
provided to Israeli executives, including contribus to his pension and vocational studies fundsiraual recreation payment,
a company car, a company cell phone, and a dailg &lowance. During the six months ended Jun@02, Mr. Bar’'s
benefits compensation was $22,482. In 2011, Mr'sBanefits compensation was $42,459, as compar$d2,496, in 2010.

On June 1, 2011, Mr. Bar was awarded options taieegp to 50,000 shares of common stock at arceseeprice of
$11.00 per share (as adjusted for the anticipateefar-four reverse stock split of our common s)aak a bonus payment for
his significant contributions to our company. Irtetenining to make such award, Mr. Paz consideredBdr's continued
exemplary performance and contributions to theadirdevelopment of our product and the desireotttioue to retain his
services and keep his compensation consistentwtittt we pay to our other senior executives. Werdeteed that granting Mr.
Bar more of an equity interest would further inaeis opportunity to share in our future finansiadcess and align his
objectives with those of our stockholders. Theapivest on an annual basis over a three yeardpdrie options had a fair
market value of $268,381 as of June 1, 2011. Thecése price was the fair market value of our commsiock on the date of
grant. On August 31, 2011, we cancelled these ppimd reissued an option to purchase 50,000 sbcesnmon stock at an
exercise price of $7.72 because our board of directetermined that the $11.00 (as adjusted foattieipated one-for-four
reverse stock split of our common stock) exercrggepvas too far out of the money to achieve thmpensatory and incentive
purposes of the options. The exercise price ofithve option was the fair market value of our comratmtk on the date of
grant. The fair value of the 50,000 options (asist@jd for the anticipated one-for-four reverselsgplit of our common stock)
as of August 31, 2011 was $185,175.

Mr. Bar also received two option awards in July @0Lhe first award currently represents the righadquire up to 152,177
shares of our common stock at an exercise prig® ®04 per share (as adjusted for the anticipatedfar-four reverse stock
split of our common stock). The number of sharesvioich such award was exercisable and the exepcise originally related
to shares of InspireMD Ltd. The per share price setsat $0.01 per share. The option was conventechin option to acquire
the current number of shares at the current exepise through the share exchange transactioress&tond award currently
represents the right to acquire up to 20,290 shafrear common stock at an exercise price of $4#&2share (as adjusted for
the anticipated one-for-four reverse stock splibaf common stock). The number of shares for whiath award was
exercisable and the exercise price also originaligted to shares of InspireMD Ltd. The per shaigepvas determined based
on the price at which InspireMD Ltd. had most relyeraised capital. The option was converted imiamation to acquire the
current number of shares at the current exercise ghrrough the share exchange transactions. Bedihds were made in
recognition of Mr. Bar’s contributions to our corpte and organizational achievements. The firstrdwaas related to Mr.
Bar's performance over the long-term of his terwitl us and to our desire to grant Mr. Bar an agsiake that would not be
at risk. In particular, in determining to make thisard, the board of directors took into accouatfttt that, from September
2008 to April 2009, Mr. Bar accepted several sataductions, which resulted in his monthly salagjnly reduced from
approximately $10,133 to approximately $7,387. Blr's salary remained approximately $7,387 per mmamitil August 2010,
at which time his monthly salary was increased&®@®0. Furthermore, our board of directors decitiatl recognizing Mr.
Bar’s efforts and sacrifices through an equity alweas the most appropriate form of compensatioit,vasuld also serve to
give Mr. Bar an additional equity interest in usoWding Mr. Bar with an increased equity stake wisved by our board as
important, as Mr. Bar’s existing options were dedraerery small stake in comparison to that helé/loyPaz and Dr. Holzer.
The second award was intended as a more tradittormalal incentive award and related primarily to Blr's performance in
2010 and our desire to grant Mr. Bar traditiongiams whose value would fluctuate depending orpiirdormance of our
common stock. Both option awards vest
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one-twelfth quarterly commencing with the quartewhich they were granted. The first award hadranfarket value of
$750,000 as of July 25, 2010. The second awardilianl market value of $68,509 as of July 31, 2010.

Compensation of Former President. During the six months ended June 30, 2012, Dizétts total compensation was
$189,290. In 2011, Dr. Holzer’s total compensati@s $245,406, as compared to $209,592 in total easgtion in 2010. Dr.
Holzer's total compensation was comprised of (nsudting fees paid pursuant to the consultancyeageat InspireMD Ltd.
entered into with OSHIL, The Israeli Society Ltdn entity wholly-owned by Dr. Holzer, through whibh. Holzer was
retained to serve as InspireMD Ltd.’s presidentfidune 1, 2012 through June 30, 2012, (ii) salagyments from December 1,
2011 through May 31, 2012, (iii) consulting feegdpaursuant to the consultancy agreement InspirdMD entered into with
OSHIL, The Israeli Society Ltd. from April 1, 20iirough November 30, 2011, (iv) salary paymentmfdanuary 1, 2011
through March 31, 2011, and (v) benefits and peites, as more fully discussed below. For the gixtims ended June 30,
2012, Dr. Holzer's salary compensation was $139#&5dn employee, which includes a payout of hisedwacation days of
$36,010, and $14,474 under the consultancy agreernignOSHIL, The Israeli Society Ltd., for a totfl $154,128. In 2011,
Dr. Holzer’s salary compensation was $42,425 uhieemployment agreement, $122,970 under the damsyl agreement
with OSHIL, The Israeli Society Ltd., and $15,3%lLea employee in December 2011, for a total of &8 as compared to
$89,197 under his employment agreement and $74)7i@ér a consultancy agreement that was in efféat fur his
employment agreement, for a total of $163,988,0h® In determining the compensation for Dr. Holre2011, our board of
directors evaluated our corporate and organizaltiae@mplishments in 2010, as well as Dr. Holzerividual
accomplishments and contributions to our accomplestits. Our board of directors determined that aregse in compensation
for Dr. Holzer was appropriate in 2011, in partaitticipation of us becoming a U.S. publicly tragedhpany in 2011 and the
increased responsibilities that would result for president. Dr. Holzer's compensation package@irl was determined
before the share exchange transactions, when éhdpirLtd. was a private Israeli company. In accomtawith Israeli law, his
compensation was submitted to and approved byttioktsolders of InspireMD Ltd. on February 28, 20The compensation
committee determined that no changes were needed tdolzer's compensation package during its 26d@pensation review.

Dr. Holzer also received various benefits as baghlaried employee and a consultant, many of wiitter are required by
Israeli law or we believe are customarily providedsraeli executives. These benefits includedrioutions to his pension and
vocational studies funds, an annual recreation gayna company car and cell phone, and a daily &losvance. For the six
months ended June 30, 2012, Dr. Holzer’s beneditspensation through payments made to him as anogeghnd through
payments made to OSHIL, The Israeli Society Ltds %85,163. In 2011, Dr. Holzer’s benefits compensahrough payments
made to him as an employee and through payments toadSHIL, The Israeli Society Ltd. was $64,649campared to
$45,604 in 2010. Our board of directors and comaims committee determined that equity based cosgtém would be
inappropriate for Dr. Holzer in 2011 and 2012,ight of his current equity holdings in our company.

Compensation of Former Vice President of Sales ofi¢pireMD Ltd. During the six months ended June 30, 2012, Ms.
Paz's total compensation was $83,569. In 2011,Mdg!s total compensation was $782,016, as compeu®7,603 in total
compensation in 2010. Ms. Paz’s total compensat@as comprised of (i) payments for consulting feedar a consultancy
agreement InspireMD Ltd. entered into with Ms. Réuich terminated on March 31, 2011 and providedtierpayment of a
fixed hourly consulting fee of $45 for servicesvid®d in Israel and a fixed daily consulting feebdDO0 for services provided
outside of Israel, and (ii) payments for consultiegs under a consultancy agreement InspireMDdtitered into with Sara Paz
Management and Marketing Ltd, an entity wholly-ody Ms. Paz, through which Ms. Paz was retainexktee as
InspireMD Ltd.’s vice president of sales from Aptil2011 until its termination on June 30, 20112, én option grant under the
InspireMD, Inc. 2011 UMBRELLA Option Plan, as mdrdly discussed below, and (iv) benefits and pesiges, as more fully
discussed below. Ms. Paz's payments under her ttansy agreements were $89,819 during the six nsoaided June 30,
2012. Ms. Paz’s payments under her consultancyeaggets were $112,136 in 2011, as compared to $3H6E010. In
determining the compensation for Ms. Paz in 2014,z evaluated our corporate and organizational

94




TABLE OF CONTENTS

achievements in 2010, with a particular emphasiswrsales growth, to which Ms. Paz’s work contiéaly her contributions
and perceived future potential on a full-time basid the compensation paid to similarly situatescekves within our
company. Dr. Holzer and Mr. Shore approved Mr. Pagtermination with respect to Ms. Paz’s compémsatir. Paz
recommended, and the compensation committee agtegdio changes were needed to Ms. Paz’'s compemgaickage during
2012.

In conjunction with InspireMD Ltd. entering intodttonsultancy agreement with Sara Paz Managemenlarketing Ltd,
we commenced paying Ms. Paz the benefits requiyddrheli law and comparable benefits to our othercutives. As such,
pursuant to the consultancy agreement, in 20122848, Ms. Paz received various benefits, includiogtributions to her
pension and vocational studies funds, an annuet¢aion payment, a company car, a company cellghamd a daily food
allowance. During the six months ended June 302 28i5. Paz’s benefits compensation was $24,752011, Ms. Paz's
benefits compensation was $30,473.

In addition, in recognition of Ms. Paz’s contritans to our corporate and organizational achievesriar2010, particularly
with respect to the increased sales of our prodirctiune 2011, our board of directors awarded®éz. options to acquire up to
91,306 shares of common stock at an exercise pfi$6.00 per share (as adjusted for the anticipatedfor-four reverse stock
split of our common stock). The options vest onanthly basis over a three year period. The opti@tsa fair market value of
$639,407 as of June 1, 2011. The amount was detedmwiith reference to the award made to Mr. Sharand 2011, for an
approximately equal number of shares. The exeprise was the fair market value of our common stockhe date of grant.
We did not consider the Black-Scholes valuatiothefgrant prior to making it. We did take into agobthe desire to provide
Ms. Paz with an equity position in our company,asafe from that of her husband, that would furtdgm her objectives with
those of our stockholders and allow her to shamimfuture financial growth.

Impact of Tax Laws

Deductibility of Executive Compensation. Generally, under U.S. law, a company may not dedompensation of more
than $1,000,000 that is paid to an individual emetbby the company who, on the last day of theltiexgear, either is the
company’s principal executive officer or an indivad who is among the three highest compensateceaosfifor the taxable year
(other than the principal executive officer or thencipal financial officer). The $1,000,000 limian on deductions does not
apply to certain types of compensation, includingliied performance-based compensation, and qupjies to compensation
paid by a publicly-traded corporation (and not cemgation paid by non-corporate entities). Becausebompensation
deducted in the United States for each individaavihom this rule applies has historically been thas $1,000,000 per year,
we do not believe that the $1,000,000 limitatiofi @ffect us in the near future. If the deductityilof executive compensation
becomes a significant issue, our compensation gladgolicies may be modified to maximize dedubitibif our
compensation committee and we determine that sctginas in our best interests.

Impact of Israeli Tax Law. The awards granted to employees pursuant toddeti2 of the Tax Ordinance under the
InspireMD, Inc. 2011 UMBRELLA Option Plan may besifgnated by us as approved options under the tgpiias
alternative, or as approved options under the arglimcome tax alternative.

To qualify for the capital gains alternative, carteequirements must be met, including registratibthe options in the
name of a trustee. Each option, and any sharesnafon stock acquired upon the exercise of the nptiust be held by the
trustee for a period commencing on the date oftgrad deposit into trust with the trustee and end# months thereafter.

Under the terms of the capital gains alternative mray not deduct expenses pertaining to the opf@rax purposes.

Under the InspireMD, Inc. 2011 UMBRELLA Option PJame may also grant to employees options purswefettion 102
(b)(3) of the Israeli Tax Ordinance that are nofuieed to be held in trust by a trustee. This aké&we, while facilitating
immediate exercise of vested options and saleefittderlying shares, will subject the optioneeéhtorharginal income tax rate
of up to 45% as well as payments to the Natiorsdilance Institute and health tax on the date ofate of the shares or
options. Under the InspireMD, Inc.
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2011 UMBRELLA Option Plan, we may also grant to femployees options pursuant to Section 3(1) ofisi@eli Tax
Ordinance. Under that section, the income tax erbimefit arising to the optionee upon the exemisgtions and the issuance
of common stock is generally due at the time ofeise of the options.

Allotment of these options may be subject to teofthe tax ruling that has been obtained by Indpide_td. from the
Israeli tax authorities according to Section 108hef Israeli tax ordinance, with regard to the stetchange transactions.
According to the tax pre-ruling, the exchange afrel and options of InspireMD Ltd. for shares apiibos of our company
pursuant to the share exchange transactions willesolt in an immediate tax event for InspireMD@l L4 former shareholders,
but a deferred tax event, subject to certain camitas stipulated in the tax pre-ruling. The n@indition of the tax pre-ruling
is a restriction on the exchanged shares for tvewsyrom December 31, 2010 for shareholders holdirgg of 5% of our
outstanding shares of common stock.

Termination Payments

Our agreements with Messrs. Paz, Bar and Shoréseeli law provide, and our agreements with Drlzdoand Ms. Paz
provided, for payments and other compensationéretrent of termination under certain circumstanassnore fully described
under “Executive Compensation — Potential Paym¥pisn Termination or Change of Control.” These psavis are
comprised of (i) notice periods of varying lengtiopto a termination without cause (180 days far Maz and Dr. Holzer, 30
days in general and 180 days following certain glean control events for Mr. Shore, 60 days for Bar and 30 days for Ms.
Paz), (ii) severance payments as required by Ideael (iii) vesting of Mr. Shore’s, options upoisttermination in connection
with a change of control and (iv) vesting of Mr.d&#'s, Mr. Bar’'s and Ms. Paz’s options automaticajbon a change of
control if such stock options are not assumed bstiuted by the surviving company. We believe theating these provisions
in our agreements with our officers enables oucef§ to focus solely on the performance of thabsjby providing them with
security in the event of certain terminations ofpdogment. With respect to the notice provisions,beéeve that these provide
us with a mechanism to ensure a successful transftive have to replace one of our named execuifieers. In addition, we
have provided these benefits to our officers bezawesbelieve it is necessary for retention purpasesttract well qualified and
talented executives and, in the case of severamgments, to comply with Israeli law. In exchangetfese protections, our
officers have agreed to be bound by certain réisteicovenants, including confidentiality, non-coatiion and non-solicitation
provisions.

Risk Considerations in our Compensation Programs

Our compensation committee believes that risksngrisom our policies and practices for compengagmployees are not
reasonably likely to have a material adverse effeatis and do not encourage risk taking that isaeably likely to have a
material adverse effect on us. Our compensatiomutiee believes that the structure of our executim@pensation program
mitigates risks by avoiding any named executiveeffplacing undue emphasis on any particular perdmce metric at the
expense of other aspects of our business.
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Summary Compensation Table

The table below sets forth, for the transition pérended June 30, 2012 and the fiscal years endeeniber 31, 2011, 2010
and 2009, the compensation earned by Ofir Paz;luef executive officer, Craig Shore, our chiefafirtial officer, secretary
and treasurer, Eli Bar, InspireMD Ltd.’s seniorevigresident of research and development and @tbhical officer, Asher
Holzer, Ph.D., our former president, and Sara PapireMD Ltd.’s former vice president of sales.

Option All Other
Salary Bonus Awards Compensation Total
Name and Principal Position Year W W %)@ O $Ww
Ofir Paz® 2012 121,32 — — 32,27(4 153,59°
Chief Executive (4) .
Officer 2011 57,79¢ — — 189,24: 247,03
2010 89,19; — — 129,964 219,16
2009 76,52¢ — — 129,909 206,43:
Craig Shore 2012 76,71; — 139,49 18,18() 234,39t
Chief Financial . . )
Officer, Secretary ar 2011 118,33 — 260,55 40,54¢5) 419,43
Treasurer 2010 9,91: — — 3,25 13,1649
EliBar _ 2012 77,10¢ 12,85( — 22,4818 112,43
Senior Vice Presidetr
Research and 2011 122,76( — 185,17(D 42,45 350,39
Development and
Chief Technical 2010 91,68¢ —  818,50¢ 32,49¢8) 942,68¢
Officer of InspireMD
Ltd. 2009 86,97: — — 38,5818 125,55t
Asher Holzer, Ph.D® 2012 139,65: — — 49,6319 189,29;
Former President 9
2011 57,79¢ — — 187,61 245,40t
2010 89,19; — — 120,3919 209,59;
2009 73,52¢ — — 109,0549 182,58
Sara Paz 2012 — — — 83,5610 83,56¢
Former Vice
President of Sales o 2011 — — 639,40 142,60410 782,01t
InspireMD Ltd. 2010 — — — 77,6049 77,60:

2009 — — — 59,19710) 59,19’

(*) 2012 refers to our transition period from Jaryua through June 30, 2012. Years 2009 to 201% tefeur annual reporting
periods for those years.

(1) Compensation amounts received in non-U.S. noyrdave been converted into U.S. dollars usingtlegage exchange rate
for the applicable year. The average exchangdoa@012 was 3.80 NIS per dollar, the average exgbhaate for 2011 was
3.5781 NIS per dollar, the average exchange rat2db0 was 3.7330 NIS per dollar and the averaghange rate for 2009
was 3.9326 NIS per dollar.

(2) The amounts in this column reflect the dollaroants recognized for financial statement reporingposes with respect to
the six months ended June 30, 2012 and the yedeslddecember 31, 2009, 2010 and 2011, in accordaititéASB ASC
Topic 718. Fair value is based on the Black-Schopgmn pricing model using the fair value of thederlying shares at the
measurement date. For additional discussion ofahetion assumptions used in determining stoaged compensation a
the grant date fair value for stock options, seafisgemens$ Discussion and Analysis of Financial Conditiod &esults o
Operation — Critical Accounting Policies — SharesBd Compensation” and Note 2 — “Significant Accaun®olicies”
and Note 10 — “Equity (Capital Deficiency)” of ttNotes to the Consolidated Financial StatementghioSix Months
Ended June 30, 2012 included herein.

(3) Both Mr. Paz and Dr. Holzer are directors bauindt receive any additional compensation for teeivices as directors.
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(4) Mr. Paz’s other compensation consisted of $67 j6 consulting salary and $72,297 in benefit2009, $78,491 in
consulting salary and $51,472 in benefits in 20d@ $122,970 in consulting salary and $66,273 irebienin 2011 and
consisted solely of benefits in 2012. In each di2®010, 2011 and 2012, Mr. Paz’s benefits inadualér contributions to
his severance, pension, vocational studies antititggunds, an annual recreation payment, a camggzar and cell phone,
and a daily food allowance. In 2012, the car-reldtenefits for Mr. Paz were valued at $12,549.

(5) Mr. Shore’s other compensation consisted salélyenefits in 2010 and 2012 and consisted of mambaward valued at
$5,266 and $35,280 in benefits in 2011. In eack0dl, 2011 and 2012, Mr. Shore’s benefits inclusleédcontributions to
his severance, pension, vocational studies antititggunds, an annual recreation payment, a camgpzar and cell phone,
and a daily food allowance.

(6) Mr. Shore’s total compensation in 2010 représgamounts paid beginning on November 24, 20Hdéte of the
commencement of Mr. Shore’s employment with us.

(7) On June 1, 2011, Mr. Bar was awarded options taieegp to 50,000 shares of common stock at arceseeprice of $11.C
per share (as adjusted for the anticipated onéefarreverse stock split of our common stock) é®maus payment for his
contributions to our company in 2010. The optioad & fair market value of $268,381. In August 2@4é cancelled the
option to purchase 50,000 shares of common statkitbre awarded to Mr. Bar in June 2011 and retsaneoption to
purchase 50,000 shares of common stock at an egqydce of $7.72 because our board of directaieriéned that the
$11.00 (as adjusted for the anticipated one-for-feuerse stock split of our common stock) exerpisee was too far out of
the money to achieve the compensatory and inceptiygoses of the options. The new options hadrarfarket value of
$185,175.

(8) Mr. Bar's other compensation in 2009, 2010,28khd 2012 consisted solely of benefits, including contributions to his
severance, pension, vocational studies and digahilds, an annual recreation payment, a companwgmd cell phone, and
a daily food allowance.

(9) Dr. Holzer’s other compensation consisted d§,880 in consulting salary and $54,014 in ben@ifid009, $74,791 in
consulting salary and $45,604 in benefits in 2CkI22,970 in consulting salary and $64,640 in bén@fi2011 and $14,474
in consulting salary and $35,163 in benefits in20h each of 2009, 2010, 2011 and 2012, Dr. H&Asznefits included
our contributions to his severance, pension, vonatistudies and disability funds, an annual ré@egayment, a company
car and cell phone, and a daily food allowance.

(10)Ms. Paz’s other compensation consisted of $59,A€pmsulting salary in 2009, $77,603 in consulsatary in 2010,
$112,136 in consulting salary and $30,473 in bén@fi2011 and $60,000 in consulting salary andS&3Bin benefits in
2012. In each of 2011 and 2012, Ms. Paz’'s benefitsded our contributions to her severance, pensiocational studies
and disability funds, an annual recreation paymeeepmpany car and cell phone, and a daily foanhalhce.
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2012 and 2011 Grants of Plan-Based Awards

The following table sets forth information regamgligrants of plan-based awards to our named execafficers in the six
months ended June 30, 2012, as adjusted for ti@pateéd one-for-four reverse stock split of oumenon stock:

Option Exercise or
Awards: Base Price of
Number of Option Grant Date
Securities Awards Fair Value of
Grant Underlying Options Option Awards
Name Date (#) ($/sh) (%)
Ofir Paz
Chief Executive Officer — — — —
Craig Shore
Chief Financial Officer, Secretary
and Treasurer 5/25/201: 75,000 3.2( 139,49¢

Eli Bar @
Senior Vice President, Research
and Development and Chief
Technical Officer of InspireMD Lt

Asher Holzer, Ph.D.
Former President

Sara Paz
Vice President of Sales of
InspireMD Ltd.

(1) On May 25, 2012, Mr. Shore was granted opttorecquire up to 75,000 shares of our common sibek exercise price of
$3.20 per share. The options vest on an annua basr three years. The options had a fair markietevof $139,499 as of
May 25, 2012. The award was given in recognitioMef Shore’s past contributions, to increase Moi®ts equity stake in
us in order to further align Mr. Shore’s objectiweith those of our stockholders and allow him targhin our future
financial growth and to compensate for Mr. Shorelatively low salary for his position.

The following table sets forth information regamgligrants of plan-based awards to our named execafficers in the fiscal
year ended December 31, 2011, as adjusted fomtiwpated one-for-four reverse stock split of cammon stock:

Option Exercise or
Awards: Base Price of
Number of Option Grant Date
Securities Awards Fair Value of
Grant Underlying Options Option Awards
Name Date #) ($/sh)
Ofir Paz
Chief Executive Officer — — — —
Craig Shore 2/27/2011 91,30¢ 4.92 260,54«
Chief Financial Officer, Secretary o
and Treasurer 5/20/2011 75C 7.2C 5,26¢
Eli Bar @ 6/1/2011 50,00( 11.0C 268,38:
Senior Vice President, Research 8/31/2011 50.00( 772 185.17!
Development and Chief Technice ' ' —
Officer of InspireMD Ltd.
Asher Holzer, Ph.D.
Former President — — — —
Sara Paf)
Vice President of Sales of
InspireMD Ltd. 6/1/2011 91,30¢ 6.0C 639,40
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(1) On May 20, 2011, Mr. Shore was awarded a wattapurchase 750 shares of our common stock akarcise price of
$7.20 per share as a bonus payment for his worfkipeed in connection with our share exchange tretitsas. The warrant
had a fair market value of $5,266 and vested imatetyi. The award was given in recognition of MroB#is extraordinary
efforts related to our private placement transactio March 31, 2011.

(2) On June 1, 2011, Mr. Bar was awarded options taieegp to 50,000 shares of common stock at arceseeprice of $11.C
per share as a bonus payment for his contributmesir company in 2010. The options had a fair eavialue of $268,381.
In August 2011, we cancelled the option to purct#%800 shares of common stock that were awardbft t8ar in June
2011 and reissued an option to purchase 50,00@sbacommon stock at an exercise price of $7.¢2ume our board of
directors determined that the $11.00 exercise pvEetoo far out of the money to achieve the corsptmy and incentive
purposes of the options. This resulted in a chamdgr market value to $185,175.

(3) On March 27, 2012, Ms. Paz ceased to be arugéxemfficer upon the appointment of Robert Ra#igiour new head of
sales and marketing, but has temporarily retairezditie as vice president of sales.

Outstanding Equity Awards at June 30, 2012

The following table shows information concerningexercised options outstanding as of June 30, 26 @&ch of our
named executive officers, as adjusted for the guatied one-for-four reverse stock split of our commnstock. There are no
outstanding stock awards with our named execulfifrecos.

Number of
Number of
securities securities
underlying underlying Option
unexercised option unexercised option exercise Option
price expiration
Name (#) exercisable (#) unexercisable $) date
Ofir Paz — — — —
Craig Shore 30,43t 60,87 4.9; 2/27/202:
— 75,00(@ 3.2( 5/25/202;
Eli Bar 60,87( — 0.00¢ 10/28/201!
91,30¢ — 0.00¢ 12/29/201!
101,45; 50,72¢3 0.002 71221202
13,52; 6,7643) 4.9; 71281202
16,66 33,3314 7.72 8/31/2011
Asher Holzer, Ph.D. — — — —
Sara Paz 30,43t 60,87:5) 6.0C 6/1/201¢

(1) These options were granted in February 2011 andawesially, with 1/3 vesting on November 23, 20d&éyember 23, 201
and November 23, 2013.

(2) These options were granted on May 25, 2012vastiannually, with 1/3 vesting on May 25, 2013,y\4&, 2014 and May
25, 2015.

(3) These options were granted in July 2010 and vesteply over three years, commencing with the guan which they wel
granted.

(4) These options were granted in August 2011 astl annually, with 1/3 vesting on May 23, 2012, N28y 2013 and May 23,
2014.

(5) These options were granted in June 2011 artcanesially, with 1/3 vesting on April 8, 2012, A8l 2013 and April 8,
2014.

Option Exercises and Stock Vested

There were no stock options exercised by our nagredutive officers during the six months ended Bhe2012 or the
fiscal year ended December 31, 2011.
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2011 UMBRELLA Option Plan

On March 28, 2011, our board of directors and gtotrlers adopted and approved the InspireMD, Int120MBRELLA
Option Plan, which was subsequently amended onb@ct®l, 2011. Under the InspireMD, Inc. 2011 UMBREBLOption
Plan, we have reserved 3,750,000 shares of our constock (as adjusted for the anticipated one-dar-feverse stock split of
our common stock) as awards to the employees, ttantsj and service providers to InspireMD, Inal &s subsidiaries and
affiliates worldwide. We intend to submit a proplastaour 2012 annual meeting of stockholders togase the total number of
shares of common stock authorized for issuanceruthdelan by 1,250,000 (as adjusted for the grateid
one-for-four reverse stock split of our common kjoc

The InspireMD, Inc. 2011 UMBRELLA Option Plan cuntly consists of three components, the primary placument that
governs all awards granted under the InspireMD, 2061 UMBRELLA Option Plan, and two appendicesA@pendix A,
designated for the purpose of grants of stock aptand restricted stock awards to Israeli employam@ssultants, officers and
other service providers and other non-U.S. empleyeensultants, and service providers, and (ii)exmix B, which is the
2011 U.S. Equity Incentive Plan, designated forpghgpose of grants of stock options and restristedk awards to U.S.
employees, consultants, and service providers wiswbject to the U.S. income tax. We intend targtia proposal at our
2012 annual meeting of stockholders to permit tharding of “incentive stock options” pursuant te ti.S. portion of the plan.

The purpose of the InspireMD, Inc. 2011 UMBRELLA{@p Plan is to provide an incentive to attract agiain
employees, officers, consultants, directors, amdae providers whose services are considered byt encourage a sense of
proprietorship and to stimulate an active intecfstuch persons in our development and financietess. The InspireMD, Inc.
2011 UMBRELLA Option Plan is administered by ourmqzensation committee. Unless terminated earlighbyoard of
directors, the InspireMD, Inc. 2011 UMBRELLA Optiétan will expire on March 27, 2021.

Potential Payments Upon Termination or Change of Qatrol

Our agreements with Messrs. Paz, Bar and Shoré{®zer and Ms. Paz as well as Israeli law proyatgpayments and
other compensation in the event of their termimatioa change of control of us under certain cirstamces, as described
below.

Chief Executive Officer. Pursuant to Mr. Paz's consultancy agreement,agsgss the right to terminate his employment
without “cause” (as such term is defined in thesagnent) upon at least 180 days’ prior notice toRé&z. During such notice
period, we will continue to compensate Mr. Paz agiog to his agreement and Mr. Paz will be obligdte continue to
discharge and perform all of his duties and obiayet under the agreement, and to cooperate wigtmdaise his best efforts to
assist with the integration of any persons thahese delegated to assume Mr. Paz’s responsibilitiesbelieve that this
arrangement will assist us in achieving a succégssfosition upon Mr. Paz’s departure. Mr. Pazriiteed to terminate his
employment with us in the event that we do noftilfudfir undertakings under our agreement, uporeastl 30 days’ prior notice
to us, during which time we may cure the breachrimusuch notice period, we will continue to comgate Mr. Paz according
to his agreement and Mr. Paz will be obligatedawetinue to discharge and perform all of his dutied obligations under the
agreement.

If Mr. Paz’'s employment is terminated for any reasther than for cause, as a senior executive usdsgli law, he will
also be entitled to severance payments equal tmtakamount that has been contributed to andraatated in his severance
payment fund. The total amount accumulated in éigance payment fund as of June 30, 2012 was(B64 adjusted for
conversion from New Israeli Shekels to U.S. dollars

We are entitled to terminate Mr. Paz’s employmamnediately at any time for “cause” (as such teriheined in the
agreement and the Israeli Severance Payment A&)18Bon which, after meeting certain requiremenider the applicable
law and recent Israeli Labor court requirementspeigeeve we will have no further obligation to coemgate Mr. Paz and Mr.
Paz will not be entitled to the amount that hastmmtributed to and accumulated in his severaagenpnt fund.

Also, upon termination of Mr. Paz’s employment émy reason, we will compensate him for all unusschtion days
accrued.
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Chief Financial Officer, Secretary and Treasurer. Subject to certain conditions, either party to employment
agreement with Mr. Shore may terminate the employragreement without “cause” (as such term is eeffim Mr. Shore’s
employment agreement with us) upon at least 30’ ¢igigs notice to the other party or, in the evefie major change of
control in terms of the ownership of shares of @mmon stock or our intellectual property, upofeast 180 days’ prior
notice. During such notice period, we will continreecompensate Mr. Shore according to his employmagreement and Mr.
Shore will be obligated to continue to discharge parform all of his duties and obligations undisrédmployment agreement,
and to cooperate with us and use his best effordsgist with the integration of any persons thahave delegated to assume
Mr. Shore’s responsibilities. We believe that this|angement with Mr. Shore will assist us in achigwa successful transition
upon Mr. Shore’s departure. In addition, upon teation without “cause,” we have the right to pay. Bhore a lump payment
representing his compensation for the notice peaaitditerminate Mr. Shore’s employment immediately.

If we terminate Mr. Shore’s employment without caudlr. Shore will be entitled, under Israeli law,severance payments
equal to his last month’s salary multiplied by thanber of years Mr. Shore has been employed withmusrder to finance this
obligation, we make monthly contributions equaBt83% of Mr. Shore’s salary to a severance payrwert. The total amount
accumulated in Mr. Shore’s severance payment fsraf dune 30, 2012 was $14,165 as adjusted faraheersion from New
Israeli Shekels to U.S. dollars. However, if MroB&is employment is terminated without cause, aoant of a disability or
upon his death, as of June 30, 2012, Mr. Shoredvioave been entitled to receive $15,498 in severander Israeli law,
thereby requiring us to pay Mr. Shore $1,333, iditioh to releasing the $14,165 in Mr. Shore’s samee payment fund. On
the other hand, pursuant to his employment agregmvgnShore is entitled to the total amount cdnited to and accumulated
in his severance payment fund in the event ofeéhmination of his employment as a result of hismedry resignation. In
addition, Mr. Shore would be entitled to receive ill severance payment under Israeli law, ingigdhe total amount
contributed to and accumulated in his severancenpayfund, if he retires from our company at oeaftge 67.

We are entitled to terminate Mr. Shore’s employniemhediately at any time for “cause” (as such t&smefined in the
agreement and the Israeli Severance Payment A&)198on which, after meeting certain requirememiger the applicable
law and recent Israeli Labor court requirementspeiéeve we will have no further obligation to coemsate Mr. Shore.

In addition, pursuant to Mr. Shore’s employmenteggnent, in the event of a change of control ofommpany, the majority
of shares of our common stock or our intellectuaperty that results in the termination of Mr. Séieremployment within one
year of such change of control, the stock optiaasigd to Mr. Shore in accordance with the termsi®Employment
agreement that were unvested will vest immediaiphn such termination. Furthermore, pursuant tosezontained in Mr.
Shore’s stock option award agreement, in the eskatchange of control of our company, the stodioms granted to Mr.
Shore that were unvested will vest immediately upach change of control if such stock options ateassumed or substituted
by the surviving company.

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

Senior Vice President of Research and Developmené Chief Technical Officer of InspireMD Ltd. Subject to
certain conditions, either party to our employmegrteement with Mr. Bar may terminate the employnagmeement without
“cause” (as such term is defined in Mr. Bar's engpient agreement with us) upon at least 60 daysr prritten notice to the
other party. During such notice period, we will tone to compensate Mr. Bar according to his emplent agreement and Mr.
Bar will be obligated to continue to discharge aedform all of his duties and obligations underdrsgployment agreement,
and to cooperate with us and use his best effordsgist with the integration of any persons thahave delegated to assume
Mr. Bar’s responsibilities. We believe that our s&nce arrangement with Mr. Bar will assist usdhieving a successful
transition upon Mr. Bar’s departure. In additioppa termination without “cause,” we have the righpay Mr. Bar a lump
payment representing his compensation for the e@iéziod and terminate Mr. Bar's employment immesdya
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If Mr. Bar's employment is terminated without caubtr. Bar will also be entitled under Israeli lasvgeverance payments
equal to his last month’s salary multiplied by thenber of years Mr. Bar has been employed withirusrder to finance this
obligation, we make monthly contributions equaBt83% of Mr. Bar’s salary each month to a severgraganent fund. The
total amount accumulated in his severance paynueigk s of June 30, 2012 was $63,450, as adjustedfieersion from New
Israeli Shekels to U.S. dollars. However, if MrrBamployment was terminated without cause, omactof a disability or
upon his death, as of June 30, 2012, Mr. Bar wbeléntitled to receive $68,397 in severance urstaeli law, thereby
requiring us to pay Mr. Bar $4,947, in additiorréteasing the $63,450 in his severance payment faratldition, Mr. Bar
would be entitled to receive his full severancerpagt under Israeli law, including the total amocmoitributed 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 teriheined in the
agreement and the Israeli Severance Payment A&)18Bon which, after meeting certain requiremenider the applicable
law and recent Israeli Labor court requirementspeigeve we will have no further obligation to coemgate Mr. Bar.

In addition, pursuant to terms contained in Mr.’Batock option award agreement, in the eventaiange of control of
our company, the stock options granted to Mr. Bat tvere unvested will vest immediately upon suwinge of control if such
stock options are not assumed or substituted bguhaving company. Also, upon termination of M employment for any
reason, we will compensate him for all unused vanatays accrued.

Former President. Pursuant to Dr. Holzer’s consultancy agreemettt ws dated June 1, 2012, both Dr. Holzer and we
possess the right to terminate the consultancyeayeat for any reason or for no reason upon at lgadays’ prior notice to
other party. During such notice period, we will tooe to compensate Dr. Holzer his consulting f&rding to his
agreement and Dr. Holzer will be obligated to amméi to discharge and perform all of his duties @sldyations under the
agreement. In the event we terminate the consudiingement without “cause” (as such term is defingde agreement), we
shall pay Dr. Holzer his consulting fees for thérerterm of the consulting agreement, which teateés November 30, 2012.
Upon termination of the consulting agreement, wiefe that we will have no further obligation tonspensate Dr. Holzer and
Dr. Holzer will not be entitled to any additionarapensation, other than as set forth above.

Former Vice President of Sales of InspireMD Ltd. Subject to certain conditions, either party to consultancy
agreement with Ms. Paz may terminate the agreemigmbut “cause” (as such term is defined in herstdtancy agreement)
upon at least 30 days’ prior written notice to titleer party. During such notice period, we will tone to compensate Ms. Paz
according to her consultancy agreement and Mswithlze obligated to continue to discharge and gerf all of her duties and
obligations under her consultancy agreement, ardaperate with us and use her best efforts tetasgh the integration of
any persons that we have delegated to assume Ms.reaponsibilities. We believe that our severaarcangement with Ms.
Paz will assist us in achieving a successful ttemmsupon Ms. Paz’s departure. Ms. Paz is entiibetrminate her employment
with us in the event that we do not fulfill our wrthkings under our agreement, upon at least 3§ gaypr notice to us, during
which time we may cure the breach. During suchcegperiod, we will continue to compensate Ms. Raaling to her
agreement and Ms. Paz will be obligated to conttouischarge and perform all of his duties andgaltions under the
agreement.

In addition, pursuant to terms contained in Ms.’®atock option award agreement, in the eventafange of control of
our company, the stock options granted to Ms. Ratzwere unvested will vest immediately upon su@inge of control if such
stock options are not assumed or substituted bguhgving company.

We are entitled to terminate Ms. Paz’'s employmemhédiately at any time for any reason, upon whiehbelieve we will
have no further obligation to compensate Ms. Paleuher consultancy agreement or Israeli law, exagprovided above.
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The following table shows, as of June 30, 2012epidl payments to our named executive officers/ésious scenarios
involving a resignation, termination, change oftcoh retirement, death or disability, using, whepplicable, the closing price
of our common stock of $4.24 (as reported on th€@lilletin Board as of June 29, 2012) (as adjuBiethe anticipated one-
for-four reverse stock split of our common stockdmpensation amounts to be paid in non-U.S. cuyrbage been converted
into U.S. dollars using 3.923 NIS per dollar, whigas the exchange rate as of June 30, 2012.

Termination
Voluntary Not for Cause
Resignation in Connection Change of
Upon Breach Termination with a Control
Voluntary Termination Not Change of (No
Type of Event By Us Resignation for Cause for Cause Death Disability Control Termination)
Ofir Paz
Employment
agreement
payments $19,870) $ 19,874 — $119,23(@ — —  $119,23@ —
Severance
paymentd®  $86,40¢  $ 86,40¢ —  $8640f  $86,40¢ $86,40t $ 86,40¢ —
Accrued vacation
payment$?)  $61,527  $ 61,52 $61,527  $ 61,527  $61,52)  $61,527 $ 61,52 —
Value of
accelerated
options — — — — — — — —
Craig Shore
Employment
agreement
payments $12,36(9) $ 12,3645 — $ 12,36 — —  $74211@ =
Severance
payments $14,1610) $ 14,1640 — $ 15,4940 $15 494" $15,49() $ 15497 —

Accrued vacation
payment®)  $1224: $ 12,24. $12,24; $12,24. $12,24: $12.24.  $ 12,24: =
Value of

accelerated
options — — — — —  $78,000® $ 78,0009

Eli Bar

Employment
agreement
payments $24,94410) g 24,0410 — $ 24,9410 — —  $ 24,9400 —

Severance

payments — — — $ 68,3917  $68,391(") $68,391") $ 68,3917 =
Accrued vacation

paymentd?)  $40,591  $ 40,59: $40,591 $ 40,59  $40,59:  $40,59  $ 40,59: —
Value of

accelerated
options = — — — —  $214,87410) $214,87411)

Asher Holzer

Employment

agreement
payments $10,16¢12 ¢ 10,16¢12 $10,16{12) $101,68413) = —  $101,68{13) =

Severance
paymentd®) — — — — — — — —

Accrued vacation
paymentd? = = = = = = = =

Value of
accelerated
options — — — — — — —

Sara Paz

Consultancy
agreement
payments $13,490) $ 134909 § —  $ 13,490 — —  $13490) —

Severance
payments — — — — — — — —

Accrued vacation
payments — — — — — — — —

Value of
accelerated
options — — — — — — — —
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(1) Represents total compensation for 30 daysndwrhich time we will continue to compensate thigcef according to his
agreement and the officer will be obligated to ocure to discharge and perform all of his duties abliyations under the
agreement. In the event of material breach by esarg permitted to cure our breach of the agreetheirig the 30 day
notice period.

(2) Represents total compensation for 180 day$ngluvhich time we will continue to compensate tffiicer according to his
agreement and the officer will be obligated to ocure to discharge and perform all of his duties abliyations under the
agreement.

(3) Represents the total amount that has beenilootgd to and accumulated in his severance payfuoadt
(4) Pursuant to Israeli law, the value of a vacatiay is equal to gross salary divided by 22 wagldays per month.

(5) Represents total compensation for 30 daysndwihich time we will continue to compensate thigcef according to his or
her agreement and the officer will be obligateddatinue to discharge and perform all of his ordhgies and obligations
under the agreement.

(6) Represents the total amount that has beenilotgd to and accumulated in his severance payfuedt to be paid pursuant
to his employment agreement.

(7) Represents the total amount to be paid undaelidaw in the event of termination not for causalculated based upon the
officer’'s monthly salary as of June 30, 2012, nplitd by his years of employment with us.

(8) Represents the vesting of options to purch&s@0D shares of our common stock, multiplied bydifierence between the
exercise price of $3.24 and the closing price afammmon stock of $4.24 (as reported on the OTQeBnlBoard as of Jul
29, 2012), which shall occur upon termination of hore’s employment within one year of a changeootrol.

(9) Assumes that such stock options are not assomsabstituted by the surviving company and regmtssthe vesting of
options to purchase 75,000 shares of our commaik,staultiplied by the difference between the exazqirice of $3.24 and
the closing price of our common stock of $4.24régorted on the OTC Bulletin Board as of June 29.22.

(10)Represents total compensation for 60 days, durimghwtime we will continue to compensate the offiaecording to his
agreement and the officer will be obligated to cure to discharge and perform all of his duties ablijations under the
agreement.

(11)Assumes that such stock options are not assumsgbstituted by the surviving company and represietsum of the
vesting of options to purchase 50,726 shares o€ommon stock, multiplied by the difference betwé®mexercise price
$0.004 and the closing price of our common stock4?4 (as reported on the OTC Bulletin Board aduoie 29, 2012).

(12)Represents total compensation for 15 days, durimghwtime we will continue to compensate the offiaecording to his
agreement and the officer will be obligated to cure to discharge and perform all of his duties ablijations under the
agreement.

(13)Represents total compensation for the remaindtreoferm of Dr. Holzer's consulting agreement, \ahierminates
November 30, 201%
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Director Compensation

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

. All Other
Fees Earned or Stock Option Awards  Compensatior

Paid in Cash Awards @ Total
Name ($) $) (%) ($) (%)
Sol J. Barer, Ph.D. — — 215,042 — 215,04
James Barry, Ph.D. — — 129,69! — 129,69!
Paul Stuka — — 23,32: — 23,32
Eyal Weinstein — — 23,32¢ — 23,32:¢

(1) The amounts in this column reflect the dollaroants recognized for financial statement reporingposes with respect to
the six months ended June 30, 2012, in accordaithe®rASB ASC Topic 718. Fair value is based onBleck-Scholes
option pricing model using the fair value of thedarlying shares at the measurement date. For additdiscussion of the
valuation assumptions used in determining stocled@®mpensation and the grant date fair valuetémksoptions, see
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operation — Critical Acnting Policies —

Share-Based Compensation” and Note 2 — “Signifiéartounting Policies” and Note 10 — “Equity (CapiDeficiency)”
of the Notes to the Consolidated Financial Statesifem the Six Months Ended June 30, 2012 incluaeein.

(2) This includes the fair market value of Mr. Baseoption described in the table below as welb4981,721 recognized as a
result of a change in a performance condition ¢ovilsting of options to purchase 362,500 sharesro€ommon stock (as
adjusted for the anticipated one-for-four revetselssplit of our common stock). An option to puask 187,500 shares (as
adjusted for the anticipated one-for-four revetselssplit of our common stock) was originally sdbked to vest upon the
date we become listed on a registered nationarisiestexchange (such as the New York Stock ExceaNRASDAQ Stock
Market, or the NYSE Amex), provided that such figtbccurs on or before June 30, 2013, and provigktider that Dr.
Barer is still providing services to us in someagity as of such vesting date. An option to purehEs7,500 shares (as
adjusted for the anticipated one-for-four revetselssplit of our common stock) was originally sdbked to vest upon the
date that we receive research coverage from attlwasnvestment banks that ranked in the top 2@$tment banks in terr
of underwritings as of their most recently compiefiscal year, and/or leading analysts, as rankeeither the Wall Street
Journal, the Financial Times, Zacks Investment Bebeor Institutional Investor, provided that weeiwe such coverage on
or before June 30, 2013, and, provided furtherEwaBarer is still providing services to us in seoapacity as of such
vesting date. On June 18, 2012, the compensatiomittee extended these December 31, 2012 deadiirese 30, 2013.

We do not currently provide cash compensation tadinectors for acting as such, although we magam the future. We
reimburse our directors for reasonable expensesried in connection with their service as directtmsaddition, during the six
months ended June 30, 2012, we made the followptigrogrants to the following directors, each ajusted for the anticipated
one-for-four reverse stock split of our common ktd€ach grant was made under the InspireMD, In¢120MBRELLA
Option Plan, unless otherwise noted.
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Shares Subject

Grant
Date

Exercise
Price

Vesting Schedule

Fair Market

Expiration

Value on
Grant Date

Name to Options
Sol J. Barer, Ph.L 12,500
James Barry, Ph.  25,00(2

12,50(D)
Paul Stuka 12,50((1)
Eyal Weinstein 12,50(D)

June 18, 2012 $

January 30, 201: $

June 18,2012 $

June 18,2012 $

June 18, 2012 $

3.1¢

7.8C

3.1¢€

3.1¢

3.1¢€

One-third annually in 2013, 2014
and 2015 on the anniversary of thi
date of grant, provided that Dr. Ba
is providing services to us or our
subsidiaries or affiliates on the
applicable vesting date.

One-third annually in 2013, 2014
and 2015 on the anniversary of th:
date of grant, provided that if Dr.
Barry is (i) not reelected as a direc
at our 2014 annual meeting of
stockholders, or (ii) not nominated
for reelection as a director at our
2014 annual meeting of
stockholders, the option vests and
becomes exercisable on the date
such failure to be reelected or
nominated.

One-third annually in 2013, 2014
and 2015 on the anniversary of thi
date of grant, provided that Dr. Ba
is providing services to us or our
subsidiaries or affiliates on the
applicable vesting date.

One-third annually in 2013, 2014
and 2015 on the anniversary of thi
date of grant, provided that Mr.
Stuka is providing services to us c
our subsidiaries or affiliates on the
applicable vesting date.

One-third annually in 2013, 2014
and 2015 on the anniversary of thi
date of grant, provided that Mr.
Weinstein is providing services to
or our subsidiaries or affiliates on
applicable vesting date.

(1) This option was granted as the director’s 2842ual director compensation.

June 18,2022 $

January 30, 2022 $

June 18, 2022 $

June 18, 2022 $

June 18, 2022 $

(2) This option was granted in connection with éppointment of this person to our board of dirextor
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In connection with the appointment of James J. htingo our board of directors effective September2012, Mr.
Loughlin was granted an option to purchase 25,0@0es of our common stock at an exercise pricé®dfBper share (as
adjusted for the anticipated one-for-four revetselssplit of our common stock), the closing prafeur common stock on
September 21, 2012, the date of grant, subjetietdeerms and conditions of the 2011 UMBRELLA OptRlan. The option
vests and becomes exercisable in three equal amst@llments beginning on the one-year anniverséthie date of grant,
provided that in the event that Mr. Loughlin isheit (i) not reelected as a director at our 2014iahmeeting of stockholders, or
(if) not nominated for reelection as a directooat 2014 annual meeting of stockholders, the optests and becomes
exercisable on the date of Mr. Loughlin’s failuoebie reelected or nominated. The option has a¢étd years from the date of
grant.

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

Fees Earned All Other

or Paid in Stock Option Compensatior
Cash Awards Awards @) Total
Name ($) (%) ($) ($) ($)
Sol J. Barer, Ph.D. — 5,655,000  4,783,65! — 10,438,65
Paul Stuka — — 111,34« — 111,34«
Eyal Weinstein — — 27,83¢ — 27,83¢

(1) The amounts in this column reflect the dolleroaints recognized for financial statement reportingposes with respect to
the year ended December 31, 2011, in accordanbeRAiEB ASC Topic 718. Fair value is based on trecBIScholes
option pricing model using the fair value of thedarlying shares at the measurement date. For additdiscussion of the
valuation assumptions used in determining stocled@®mpensation and the grant date fair valuetémksoptions, see
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operation — Critical Acnting Policies —

Share-based compensation” and Note 2 — “Signifiéacounting Policies” and Note 10 — “Equity (Cagdit
Deficiency) — Share Based Compensation” of the Bltdehe Consolidated Financial Statements includdin.

(2) On November 16, 2011, in connection with hip@ptment as chairman of our board of directorsjssaed Dr. Barer
725,000 shares of our common stock (as adjustetthéaanticipated one-for-four reverse stock sgliar common stock),
all of which were immediately vested. The fair netrialue was $7.80 per share (as adjusted fontti@ated one-for-four
reverse stock split of our common stock).
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During 2011, we made the following option grantshe following directors, as adjusted for the aptited one-for-four
reverse stock split of our common stock. Each grnaast made under the InspireMD, Inc. 2011 UMBRELLALON Plan,

unless otherwise noted.

Shares
Subject
to Options

Exercise
Price

Grant

Name Date

Vesting
Schedule

Fair Market
Value on

Expiration Grant Date

Sol J. Barer, Ph.C 250,00(1) @ July 11,2011 $  6.0C

125,00(® July 11,2011 $  10.0C

362,500 4 November 16,201 $  7.8C

181,251 4 November 16,201 $  7.8(

181,25(1 ¥)  November 16,201 $  7.8C

Paul Stuka 25,00(@ August 8,2011 $  7.8C

Fully vested upon grant.

One-half annually in 2012 and 20:
on the anniversary of the date of
grant, provided that if Dr. Barer is
not reelected as a director at our
2012 annual meeting of
stockholders, or (ii) not nominated
for reelection as a director at our
2012 annual meeting of
stockholders, the option vests and
becomes exercisable on the date
such failure to be reelected or
nominated.

In substantially equal monthly
installments (with any fractional
shares vesting on the last vesting
date) on the last business day of €
calendar month over a two year
period from the date of grant, with
the first installment vesting on
November 30, 2011, provided tt
Dr. Barer is still providing services
to us in some capacity as of each
such vesting date.

Upon the date we become listed c
registered national securities
exchange (such as the New York
Stock Exchange, NASDAQ Stock
Market, or the NYSE Amex),
provided that such listing occurs o
or before June 30, 2013, and
provided further that Dr. Barer is s
providing services to us in some

capacity as of such vesting ddfs.

Upon the date that we receive
research coverage from at least tv
investment banks that ranked in tf
top 20 investment banks in terms
underwritings as of their most
recently completed fiscal year,
and/or leading analysts, as rankec
either the Wall Street Journal, the
Financial Times, Zacks Investmen
Research or Institutional Investor,
provided that we receive such
coverage on or before June 30, 2(
and, provided further that Dr. Bare
is still providing services to us in
some capacity as of such vesting

date (1

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

September 30,

2011 ® $ 1,000,25!

July 11, 2021 $ 709,99

November 16,

2021 $ 1,536,70:

November 16,

2021 $ 768,35:

November 16,

2021 $ 768,35

August 8, 2021 $ 111,34
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Shares Fair Market
Subject Grant Exercise Vesting Value on
Name to Options Date Price Schedule Expiration Grant Date

One-third annually in 2012, 2013
and 2014 on the anniversary of th
date of grant, provided that if Mr.
Weinstein is required to resign fro
the board due to medical reasons.
option vests and becomes
exercisable on the date of Mr.
Weinstein's resignation for medice
Eyal Weinstein 6,25((2) August8,2011 $  7.8C reasons. August8,2021 $ 27,83t

(1) This option was issued outside the InspireMiz, P011 UMBRELLA Option Plan.
(2) This option was granted in connection with dppointment of this person to our board of dirextor
(3) This option was exercised in full by Dr. Bacer September 28, 2011.

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

(5) Pursuant to the terms of the initial grantsthenilestones were required to be achieved by Dieee81, 2012. On June 18,
2012, the compensation committee extended thislidead June 30, 2013.

Directors’ and Officers’ Liability Insurance

We currently have directors’ and officers’ liabjlinsurance insuring our directors and officersigtdiability for acts or
omissions in their capacities as directors or effi¢ subject to certain exclusions. Such insurafseinsures us against losses
which we may incur in indemnifying our officers addectors. In addition, we have entered into indéication agreements
with key officers and directors and such persomdl sifiso have indemnification rights under appliedbws, and our certificate
of incorporation and bylaws.

Code of Ethics

We have adopted a code of ethics and business cottd applies to our officers, directors and esgpeks, including our
principal executive officer and principal accougtiofficer, which is posted on our websitenatw.inspire-md.comVe intend
to disclose future amendments to certain provisafrthe code of ethics, or waivers of such provisigranted to executive
officers and directors, on this website within flvgsiness days following the date of such amendorentiver.

Director Independence

The board of directors has determined that DrseBand Barry and Messrs. Loughlin, Stuka and Weinsatisfy the
requirement for independence set out in Sectio®&§®) of the Nasdaq Stock Market Rules and theh ®f these directors
has no material relationship with us (other thaindp@ director and/or a stockholder). In makingrittependence
determinations, the board of directors sought émiifly and analyze all of the facts and circumsgsnelating to any
relationship between a director, his immediate fami affiliates and our company and our affiliatesd did not rely on
categorical standards other than those containtebiflasdaq rule referenced above.

Board Committees

Our board of directors has established an audintittee, a nominating and corporate governance cti@enand a
compensation committee, each of which has the ceitipo and responsibilities described below.

Audit Committee. Our audit committee is currently comprised of ktesLoughlin, Stuka and Weinstein and Dr. Barer,
each of whom our board has determined to be fimdlpditerate and qualify as an independent direatader Section 5605(a)
(2) of the rules of the Nasdag Stock Market. Mrugblin is the chairman of our audit committee andlifies as a financial
expert, as defined in Item 407(d)(5)(ii) of RegidatS-K. The audit committee’s duties are to rec@nchto our board of
directors the engagement of independent auditaasid@ our financial statements and to review aooanting and auditing
principles. The audit committee will review the peptiming and fees for the annual audit and tkalte of audit
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examinations performed by the internal auditorsiaddpendent public accountants, including theionemendations to
improve the system of accounting and internal aisitr

Nominating and Corporate Governance Committee. Our nominating and corporate governance commitearrently
comprised of Messrs. Stuka and Weinstein and DreiBaach of whom qualify as an independent diramtaler Section 5605
(a)(2) of the rules of the Nasdag Stock Market. $tuka is the chairman of our nominating and cafggovernance
committee. The nominating and corporate governanoamittee identifies and recommends to our boawirettors
individuals qualified to be director nominees. tidiion, the nominating and corporate governanceriitee recommends to
our board of directors the members and chairmasaoh board committee who will periodically reviemdaassess our code of
business conduct and ethics and our corporate ganee guidelines. The nominating and corporate rpavee committee also
makes recommendations for changes to our codesifidgms conduct and ethics and our corporate goveerguidelines to our
board of directors, reviews any other matters eelad our corporate governance and oversees theagiea of our board of
directors and our management.

Compensation Committee. Our compensation committee is currently comprisieldlessrs. Stuka and Weinstein and Dr.
Barer, each of whom qualify as an independent tiramder Section 5605(a)(2) of the rules of thedéa Stock Market. Mr.
Stuka is the chairman of our compensation commiftee compensation committee reviews and approwesaary and
benefits policies, including compensation of exaeubfficers and directors. The compensation cotemitlso administers our
stock option plans and recommends and approvessgréatock options under such plans.

Compensation Committee Interlocks and Insider Paripation

During the transition period ended June 30, 2012tha fiscal year ended December 31, 2011, MeStuka and Weinstein
and Dr. Barer served on our compensation commiteeestablished our compensation committee duhiediscal year ended
December 31, 2011. Prior to that, we did not hagerapensation committee and during such period, ¥z, our chief
executive officer, and Asher Holzer, our presidamd former chairman, participated in deliberatiohthe board of directors
concerning executive officer compensation. Noneuwfexecutive officers currently serves, or dutting transition period
ended June 30, 2012 or the fiscal year ended DemeBih 2011 served, as a member of the board eftdirs or compensation
committee of any entity that has one or more exeeutfficers serving on our board of directors ompensation committee.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information with pest to the beneficial ownership of our common lste of November 6,
2012 by:

e each person known by us to beneficially own ntbea 5.0% of our common stock;
* each of our directors;

» each of the named executive officers; and

« all of our directors and executive officers agaup.

The percentages of common stock beneficially owaredeported on the basis of regulations of thei®iées and Exchange
Commission governing the determination of benefwnership of securities. Under the rules of tieeBities and Exchange
Commission, a person is deemed to be a benefisiaéoof a security if that person has or sharemggiower, which includes
the power to vote or to direct the voting of thewsdy, or investment power, which includes the poto dispose of or to direct
the disposition of the security. Except as indidatethe footnotes to this table, each beneficieher named in the table below
has sole voting and sole investment power witheetsio all shares beneficially owned and each pessaddress is c/o
InspireMD, Inc., 4 Menorat Hamaor St., Tel Avivtdsl 67448. As of November 6, 2012, we had 17,8#Bshares
outstanding. All share amounts are adjusted foattieipated one-for-four reverse stock split kaxpected to occur the day
immediately following the effectiveness of the tgation statement of which this prospectus isra pa

Number of
Shares Percentage
Beneficially Beneficially
Name of Beneficial Owner owned @ owned®
5% Owners
Yuli Ofer @ 1,129,57! 6.2%
Genesis Capital Advisors LLE) 1,837,19® 9.4%
Ayer Capital Management, L®) 1,689,861 9.1%
Officers and Directors
Ofir Paz 2,611,597 14.6%
Craig Shore 61,62:® *
Eli Bar 312,569 1.7%
Sara Paz 2,611,59(") 14.6%
Sol J. Barer, Ph.D. 1,248,950 6.5%
James Barry, Ph.D. 0 —
2,575,10
Asher Holzer, Ph.D. ay 14.4%
James J. Loughlin 0 —
Paul Stukd!? 508,33:1% 2.8%
Eyal Weinsteir{14) 2,088 *
All directors and executive officers as a group [j&@sons) 7,320,26 39.1%

(*) Represents ownership of less than one percent.

(1) Shares of common stock beneficially owned &redréspective percentages of beneficial ownerghipmmon stock
assumes the exercise of all options, warrants #ret securities convertible into common stock bieredfy owned by such
person or entity currently exercisable or exerdesadthin 60 days of November 6, 2012. Shares Islupursuant to the
exercise of stock options, warrants and other #&siexercisable within 60 days are deemed oulstgrand held by the
holder of such options, warrants or other securfide computing the percentage of outstanding comstock beneficially
owned by such person, but are not deemed outsafalicomputing the percentage of outstanding comstock
beneficially owned by any other person.

(2) Mr. Ofer’s address is 36 Hamesila Street, Heraelsrael.

112






TABLE OF CONTENTS

(3) Genesis Capital Advisors LLC'’s address is 1212 Awreaf the Americas, 19 Floor, New York, New York 10036.

(4) Comprised of (i) 98,784 shares of common sieskable upon the exercise of a warrant held by Hu@ding LLC, (ii)
206,879 shares of common stock issuable upon tineecsion of a convertible debenture held by HUGdHug LLC, (iii)
319,149 shares of common stock issuable upon teise of a warrant held by Genesis OpportunitydHu., (iv)
668,377 shares of common stock issuable upon tineecsion of a convertible debenture held by Gen@gigortunity Fund
L.P., (v) 155,727 shares of common stock issuapieuhe exercise of warrants held by Genesis A3ppbrtunity Fund
L.P., (vi) 318,275 shares of common stock issuapten the conversion of a convertible debenture bglGenesis Asset
Opportunity Fund L.P., (vii) 25,000 shares of conmnstock held directly by Genesis Asset OpportuRiind L.P. and (viii)
45,000 shares of common stock held directly by Gierigfe Science Fund LP. Genesis Capital Advisdr8 is the
investment adviser to Genesis Opportunity Fund,lGenesis Asset Opportunity Fund L.P. and GenefsScience Fund
LP, and, as such, may be deemed to beneficiallysmenrities owned by each of Genesis OpportunibhdRuP., Genesis
Asset Opportunity Fund L.P. and Genesis Life Sa@drend LP. Each of Genesis Capital Advisors LLC s Funding
LLC are controlled by Daniel Saks, Ethan Benoviid daime Hartman, and, as such, Genesis Capitaséwdv_LC may be
deemed to beneficially own securities held by HU@®ding LLC. In addition, each of Daniel Saks, EtiB®novitz and
Jaime Hartman have shared voting and dispositiveepover the securities held by HUG Funding LLCnEss
Opportunity Fund L.P., Genesis Asset Opportunitgd=L.P. and Genesis Life Science Fund LP. Eachetbnvertible
debentures and warrants held by HUG Funding LLGY&Sis Opportunity Fund L.P. and Genesis Asset Qppity Fund
L.P. have contractual provisions limiting conversand exercise to the extent such conversion aceseswould cause the
holder, together with its affiliates or membersadfyroup”, to beneficially own a number of sharés@ammon stock that
would exceed 4.99% or 9.99% of our then outstandirages of common stock following such conversioexercise. The
shares and percentage ownership of our outstastisugs indicated in the table above as beneficaltyed by Genesis
Capital Advisors LLC do not give effect to thesailiations.

(5) Ayer Capital Management, LP’s address is 23[fc@@aia Street, Suite 600, San Francisco, CA 94111

(6) Comprised of (i) 247,455 shares of common steslable upon the exercise of a warrant held bsr Bapital Partners
Master Fund, L.P., (ii) 518,231 shares of commoglstssuable upon the conversion of a convertiblgetiture held by
Ayer Capital Partners Master Fund, L.P., (iii) 4, 3hares of common stock issuable upon the exestsevarrant held by
Ayer Capital Partners Kestrel Fund, LP, (iv) 10,284&res of common stock issuable upon the convedsia convertible
debenture held by Ayer Capital Partners Kestredi-uR, (v) 13,602 shares of common stock issuaptsuhe exercise of
warrants held by Epworth-Ayer Capital, (vi) 28,48tares of common stock issuable upon the conveosiarconvertible
debenture held by Epworth-Ayer Capital, and (vased on a schedule 13G filed with the SecuritiesEacchange
Commission on September 24, 2012 by Ayer Capitatiddament, LP and its affiliates, 866,928 sharemofmon stock
beneficially owned by Ayer Capital Management, AREM Capital Partners, LLC and Jay Venkatesan. Tikestment
advisor for each of Ayer Capital Partners Mastard;lL.P., Ayer Capital Partners Kestrel Fund, LB BEpworth-Ayer
Capital is Ayer Capital Management, LP, of whicl Y&nkatesan serves as managing member. Jay Veakattso serves
as managing member of ACM Partners, LLC. Jay Veztat may therefore be deemed to beneficially owrshiares of
common stock held by Ayer Capital Partners Masterd:L.P., Ayer Capital Partners Kestrel Fund, Epworth-Ayer
Capital, Ayer Capital Management, LP and ACM Cdgfartners, LLC, as he holds or shares voting asgbditive power
over such shares. Each of the convertible debehamd warrants held by Ayer Capital Partners Mdated, L.P., Ayer
Capital Partners Kestrel Fund, LP and Epworth-Ayapital have contractual provisions limiting corsien and exercise to
the extent such conversion or exercise would ctheseolder, together with its affiliates or membefs “group”, to
beneficially own a number of shares of common stbek would exceed 4.99% or 9.99% of our then antiihg shares of
common stock following such conversion or exercide shares and percentage ownership of our odistashares
indicated in the table above as beneficially owbgd\yer Capital Management, LP do not give effecthtese limitations.

(7) This amount includes options to purchase 45%&8es of common stock that are held by Sara®fa®az’s wife, that are
currently exercisable within 60 days of Novembe2®12. This amount does not include 93,132 shdresmomon stock thi
Mr. Paz presently holds as trustee for a familgttriMr. Paz does not have either voting power spakitive power over
these shares and disclaims all beneficial
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ownership therein. Ofir Paz and Sara Paz, as hdsdahwife, share voting and investment power wa8pect to all shares
reported by Mr. Paz or Ms. Paz. On March 27, 20A2,Paz ceased to be an executive officer.

(8) Represents options that are currently exerlgsabexercisable within 60 days of November 6,201

(9) Includes options to purchase 46,257 sharesmohton stock that are currently exercisable or ésalde within 60 days of
November 6, 2012

(10)Comprised of (i) 975,000 shares of common stock(@ndptions to purchase 273,958 shares of comstook that are
currently exercisable or exercisable within 60 dafyslovember 6, 2012.

(11)This amount does not include 14,731 shares of camstark that Dr. Holzer presently holds as trusbee family trust. Dr
Holzer does not have either voting power or digpaspower over these shares and disclaims allfo@aleownership
therein.

(12)Mr. Stuka’s address is c/o Osiris Partners, LLCilderty Square, # Floor, Boston, MA 02109.

(13)Mr. Stuka is the principal and managing member sifi® Investment Partners, L.P., and, as suchbeasficial ownership
of the (i) 333,333 shares of common stock anct(ifyently exercisable warrants to purchase 166sd@res of common
stock held by Osiris Investment Partners, L.P dditon, Mr. Stuka individually holds an option parchase 8,333 shares
common stock that is currently exercisable or ezalide within 60 days of November 6, 2012.

(14)Mr. Weinstein's address is c/o Leorlex Ltd., P.@xB5067 Matam, Haifa, Israel 3190.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

On March 31, 2011, in connection with our sharehaxge transactions with the former shareholdelssgiireMD Ltd. and
succession to InspireMD Ltd.’s business as our lsmeof business, we transferred all of our prarshexchange operating
assets and liabilities to Saguaro Holdings, In©etaware corporation and our wholly owned subsydimmediately after this
transfer, we transferred all of Saguaro Holdings,’$ outstanding capital stock to Lynn Briggs, then-majority stockholder
and our former president, chief executive officdnief financial officer, secretary-treasurer anté stirector, in exchange for the
cancellation of 1,875,000 shares of our commorkstas adjusted for the anticipated one-for-fourerse stock split of our
common stock) held by Ms. Briggs.

In accordance with our audit committee charter,ahéit committee is required to approve all relgiady transactions. In
general, the audit committee will review any pragmbfransaction that has been identified as a tefzaety transaction under
Item 404 of Regulation S-K, which means a transact&rrangement or relationship in which we andratgted party are
participants in which the amount involved exceet80$000. A related party includes (i) a directérector nominee or
executive officer of us, (ii) a security holder kmoto be an owner of more than 5% of our votingusiéies, (iii) an immediate
family member of the foregoing or (iv) a corporatior other entity in which any of the foregoing g@1s is an executive,
principal or similar control person or in which sygerson has a 5% or greater beneficial ownersigpest.

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 gives effect to the anticipatee-for-four reverse stock split of our commarcktthat is expected to
occur the day immediately following the effectives@f the registration statement of which this peasus is a part.

We have authorized 130,000,000 shares of capdekspar value $0.0001 per share, of which 125@@Dare shares of
common stock and 5,000,000 are shares of “blankl¢t@eferred stock. On November 6, 2012, thereewiét, 843,744 shares
of common stock issued and outstanding and no slodigreferred stock issued and outstanding.

On October 31, 2011, our stockholders authorizedoard of directors to amend our amended andtesstartificate of
incorporation to effect a reverse stock split of common stock at a ratio of one-for-two to oneffaurr, at any time prior to
our 2012 annual stockholders’ meeting, the exdit td the reverse stock split to be determinedhgyboard. As of the date of
this prospectus, we have not effected the reveéosk split. We intend to effectuate a one-for-foewerse stock split in order to
comply with the listing requirements of Nasdaq @apViarket. The reverse stock split is expecteddour the day immediately
following the effectiveness of the registrationtstaent of which this prospectus is a part.

Pursuant to the securities purchase agreement widehn the convertible debentures that we issuedpmi 5, 2012 were
sold, until April 5, 2013, we are not permittedetifectuate any reverse stock splits without therpairitten consent of the
holders of at least 60% of the outstanding princmaount of the convertible debentures other tlupéirposes of qualifying
for initial listing on a national securities exclggnor meeting the continued listing requirementsuzh exchange. The intended
reverse stock split described above will not regtlire written consent of the convertible debenhaiders.

Common Stock

The holders of our common stock are entitled tovmwie per share. Our certificate of incorporatioesinot provide for
cumulative voting. Our directors are divided intoge classes. At each annual meeting of stockrmldéectors elected to
succeed those directors whose terms expire areedléar a term of office to expire at the third seeding annual meeting of
stockholders after their election. The holderswf@mmon stock are entitled to receive ratabhhglicidends, if any, as may
be declared by our board of directors out of lgga¥lailable funds; however, the current policy of board of directors is to
retain earnings, if any, for operations and growtpon liquidation, dissolution or winding-up, theltiers of our common stock
are entitled to share ratably in all assets thatexyally available for distribution. The holdefsoor common stock have no
preemptive, subscription, redemption or conversights. The rights, preferences and privilegesaflérs of our common
stock are subject to, and may be adversely affdntethe rights of the holders of any series ofgmred stock, which may be
designated solely by action of our board of direscaind issued in the future.

Potential Common Stock Issuances to March 31, 201dvestors

Pursuant to the terms of the securities purchaseawent that we entered into on March 31, 2011 eéttain investors, in
the event that we issue any shares of common stock before March 31, 2014 at a price per sha®tlean $6.00 per share
(as adjusted for the anticipated one-for-four regestock split of our common stock), we are regilisebject to certain
limitations, to issue the investors in that finamgcadditional shares of common stock, for no add#l consideration, in an
amount sufficient that the amount paid by eachstein the March 31, 2011 financing, when dividgcthe total number of
shares issued to each such investor (in the otillaech 31, 2011 financing and as a result of thiigtion adjustment) will
result in an adjusted price per share price paithbge investors equal to the original price parsipaid multiplied by a
fraction, (A) the numerator of which shall be (¢ humber of shares of common stock outstandingeidiately prior to such
issue plus (2) the number of shares of common gstetkthe aggregate consideration received by trasroffering would
purchase at the original purchase price; and (8d#gnominator of which shall be (1) the numberaires of common stock
outstanding immediately prior to such issue plygt{2 number of such additional shares of commocksto issued. This
formula is intended to be a weighted average difuéidjustment. Based on an assumed offering pfi$6.62 per share (which
is
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the last reported sales price of the Company’s comstock on November 6, 2012, as adjusted for tigefor-four reverse
stock split that is expected to occur the day imiatety following the effectiveness of the regisivatstatement of which this
prospectus is a part), we would be required toeigi)521 additional shares to these investors.

Preferred Stock

The board of directors is authorized, subject tplamitations prescribed by law, without furthertecor action by the
stockholders, to issue from time to time shargsreferred stock in one or more series. Each suissef preferred stock shall
have such number of shares, designations, prefesenating powers, qualifications, and specialetative rights or privileges
as shall be determined by the board of directohiclvmay include, among others, dividend rightgingprights, liquidation
preferences, conversion rights and preemptivesight

Warrants

April 2012 $7.20 Warrants

On April 5, 2012, we issued certain investors watisdo purchase an aggregate of 835,866 sharag abmmon stock at
an exercise price of $7.20 per share. We are pteHifrom effecting the exercise of any such wartarthe extent that as a
result of such exercise the holder of the exercigadaant beneficially owns more than 4.99% in thgragate of the issued and
outstanding shares of our common stock calculatedddiately after giving effect to the issuancehafres of our common
stock upon the exercise of the warrant (subjeentncrease, upon at least 61 days’ notice by dhgeh of such warrant to us,
of up to 9.99%). The warrants contain provisiorat firotect their holders against dilution by adjustit of the purchase price in
certain events such as stock dividends, stockssatitl other similar events. If there is no effextiggistration statement
registering, or no current prospectus availabletfor resale of the shares of common stock unaegriyie warrants within 60
days of the issuance of the warrants, the holdesaah warrants have the right to exercise theavasrby means of a cashless
exercise. The warrants are also subject to a “faestred nation” adjustment pursuant to which, ia ¢ivent that we issue or are
deemed to have issued certain securities with tématsare superior to those of the holders of therants, except with respect
to exercise price and warrant coverage, the tefregah superior issuance shall automatically berjperated into the warrants.
In addition, upon the occurrence of a transactimolving a change of control that is (i) an allcéaansaction, (ii) a “Rule 13e-
3 transaction” as defined in Rule 13e-3 under theusties Exchange Act of 1934, as amended, 9rifiiolving a person or
entity not traded on a national securities exchatigeholders of the warrants will have the rigithong others, to have the
warrants repurchased for a purchase price in aqsél ¢o the Black-Scholes value (as calculatedyansto the warrants) of the
then unexercised portion of the warrants. If wiktile warrants are outstanding, we issue any evidesft@debtedness, assets,
rights or warrants to subscribe for or purchasesawyrity of the company, then any holder of therargs shall, upon exercise,
have the right to acquire the same securities iab@d exercised the warrants immediately befoeedate on which a record is
taken for such distribution, or, if no such rec@tiaken, the date as of which the record holdeshares of common stock are
to be determined for the participation in suchrdistion. The warrants expire on April 5, 2017.

April 2012 Placement Agent Warrants

As consideration for serving as our placement agentonnection with certain private placementsApril 5, 2012, we
issued Palladium Capital Advisors, LLC a five-yaarrant to purchase up to 39,894 shares of commeak 8t an exercise
price of $7.20 per share, Oppenheimer & Co. Irfeueayear warrant to purchase up to 28,268 shafresrmmon stock at an
exercise price of $7.20 per share and JMP Seautiti€ a five-year warrant to purchase up to 9,91arss of common stock at
an exercise price of $7.20 per share. The terntisese warrants are identical to the April 2012 @X\2arrants described above.

March 2011 $7.20 Warrants

On March 31, 2011 and on April 18, 2011, we isstexdain investors five-year warrants to purchaséoum aggregate of
890,083 shares of common stock at an exercise pfi$€é.20 per share. We are prohibited from effegthe exercise of any
such warrant to the extent that as a result of suehncise the holder of the exercised warrant ieia#y owns more than 4.99%
in the aggregate of the issued and outstandingstudr
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our common stock calculated immediately after gjwiffect to the issuance of shares of our commaekatpon the exercise of
the warrant. The warrants contain provisions thatget their holders against dilution by adjustmefithe purchase price in
certain events such as stock dividends, stockssqtitl other similar events. If at any time afterdne year anniversary of the
original issuance date of such warrants there isffextive registration statement registering, @carrent prospectus available
for, the resale of the shares of common stock Uyidgrthe warrants, then the holders of such wasraave the right to
exercise the warrants by means of a cashless sgetgiaddition, if (i) the volume-weighted avergmiee of our common stock
for 20 consecutive trading days is at least 250%h@fexercise price of the warrants; (i) the 29-daerage daily trading
volume of our common stock has been at least 43%&68es; (iii) a registration statement providiagthe resale of the
common stock issuable upon exercise of the wariamfective and (iv) the common stock is listed fading on a national
securities exchange, then we may require each hudeercise all or a portion of its warrant puasuto the terms described
above within seven business days following theveeji of a notice of acceleration. Any warrant tisatot exercised as
aforesaid shall expire automatically at the enduzth seven-day period.

April 2011 $7.20 Warrants

On April 18 and April 21, 2011, we issued certainestors five-year warrants to purchase up to gneggte of 39,584
shares of common stock at an exercise price o0H7e2 share. We are prohibited from effecting tkerese of any such
warrant to the extent that as a result of suchotsethe holder of the exercised warrant benefjc@ins more than 4.99% in
the aggregate of the issued and outstanding sbhoes common stock calculated immediately afteirg effect to the
issuance of shares of our common stock upon thesiseeof the warrant. The warrants contain provisithat protect their
holders against dilution by adjustment of the pasehprice in certain events such as stock dividestdsk splits and other
similar events. In addition, if (i) the volume-whigd average price of our common stock for 20 crutsee trading days is at
least 250% of the exercise price of the warraii)sthe 20-day average daily trading volume of oammon stock has been at
least 43,750 shares; and (iii) a registration statg providing for the resale of the common staskiable upon exercise of the
warrants is effective, then we may require eaclddralo exercise all or a portion of its warrantquant to the terms described
above within three business days following thewseli of a notice of acceleration. Any warrant tisatot exercised as aforesaid
shall expire automatically at the end of such tidag period.

March 2011 Placement Agent Warrant

As consideration for serving as our placement ageconnection with certain private placements,isgeied Palladium
Capital Advisors, LLC a five-year warrant to pursbaip to 107,685 shares of common stock at anisgerice of $7.20 per
share. The terms of this warrant are identicaheoNlarch 2011 $7.20 Warrants described above.

Employee Warrants

On March 31, 2011, for work performed in connectigth the share exchange transactions and as lwamugensation, we
issued Craig Shore, our chief financial officeiGregary and treasurer, a five-year warrant to pasetup to 750 shares of
common stock at an exercise price of $7.20 peresfdre terms of this warrant are identical to theil®2011 $7.20 Warrants
described above.

Consultant Warrants

In connection with our March 31, 2011 private plaeat, we issued to Hermitage Capital Managemettnaultant, a five-
year warrant to purchase up to 1,667 shares of amstock at an exercise price of $7.20 per sharepmsideration for
consulting services. The terms of this warrantideatical to the April 2011 $750 Warrants describbdve.

In consideration for financial consulting service®, issued to The Benchmark Company, LLC, a coastjla five-year
warrant to purchase up to 12,500 shares of commoak at an exercise price of $6.00 per share. &mag of this warrant are
identical to the April 2011 $7.20 Warrants desdliabove, except that the exercise price for thisamh is $6.00 per share.
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On March 31, 2011, we issued certain consultaxésyfear warrants to purchase up to an aggregd&2m000 shares of
common stock at an exercise price of $6.00 pereshdre terms of these warrants are identical tdthech 2011 $7.20
Warrants described above, except that the exqpdise for these warrants is $6.00 per share.

$4.92 Warrants

In connection with our share exchange transactionslarch 31, 2011, we issued certain investorsamasrto purchase up
to an aggregate of 253,625 shares of our commah stcan exercise price of $4.92 per share. Theseants may be exercised
any time on or before July 20, 2013 and were issu@stchange for warrants to purchase up to 125¢0@iary shares of
InspireMD Ltd. at an exercise price of $10 per sh&lve are prohibited from effecting the exercisamf such warrant to the
extent that as a result of such exercise the holfére exercised warrant beneficially owns mowntB.99% in the aggregate of
the issued and outstanding shares of our commaok stdculated immediately after giving effect te tksuance of shares of
our common stock upon the exercise of the warfeg. warrants contain provisions that protect thelders against dilution by
adjustment of the purchase price in certain ev&nts as stock dividends, stock splits and otheitasimavents. If at any time
there is no effective registration statement regiisy, or no current prospectus available for résale of the shares of common
stock underlying the warrants, then the holdersuch warrants have the right to exercise the westanmeans of a cashless
exercise. In addition, if at any time following thee year anniversary of the original issuance datee warrants, (i) our
common stock is listed for trading on a nationalsities exchange, (ii) the closing sales pricewfcommon stock for 15
consecutive trading days is at least 165% of tleeaise price of the warrants; (iii) the 15 day ager daily trading volume of
our common stock has been at least 37,500 shadevam registration statement providing for tesale of the common stock
issuable upon exercise of the warrants is effecthen we may require each investor to exerciseralportion of its warrant
pursuant to the terms described above at any tpoe at least 15 trading days’ prior written notidey warrant that is not
exercised as aforesaid shall expire automaticélligeaend of the 15-day notice period.

Convertible Debentures

On April 5, 2012, we issued senior secured cornvertiebentures to certain accredited investorsarotiginal aggregate
principal amount of $11,702,128 and at an origissiie discount of 6%. The convertible debenturesirean April 5, 2014, or
such earlier date as required or permitted by tmvertible debentures, upon which date the entitstanding principal balance
and any outstanding fees or interest will be dukayable in full. The convertible debentures bet@rest at the rate of 8% per
annum, payable quarterly beginning on July 1, 2@8dfch rate is increased to 12% upon and duringtweirrence of an event
of default. In addition, the convertible debentuses convertible at the option of the holders stiares of our common stock at
an initial conversion price of $7.00 per share jecito adjustment for stock splits, fundamentahsactions or similar events.
Upon conversion of the convertible debentures,stors will receive a conversion premium equal to@8annum, with a limit
of 12% for the term of the convertible debentucgghe principal amount being converted. The cotilvier debentures provide
that no conversion may be made if, after givingetfto the conversion, the holder thereof would awexcess of 4.99% of our
outstanding common stock (subject to an incregsen at least 61 days’ notice by the holder of sualrant to us, of up to
9.99%). We may also force conversion of the coiilertiebentures if, amongst other things, the nfp$id price on our
common stock equals or exceeds 165% of the comvepsice for twenty consecutive trading days, theimum daily trading
volume for such period is $1,100,000, all of tharsls of common stock underlying the convertibleegitires during such
period are either registered for resale with theuiges and Exchange Commission or eligible fde garsuant to Rule 144 and
there is no existing event of default or event Whigith the passage of time or the giving of natiweuld constitute an event of
default during such period.

Commencing 18 months following the original issumdate of the convertible debentures, the investans require us to
redeem all or a portion of the convertible debesgufor a price equal to 112% of the amount ofqppial to be redeemed plus
all accrued but unpaid interest and other amountsuthder the convertible debentures.
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Commencing 6 months following the original issuadege of the convertible debentures, we may reddkar a portion of
the convertible debentures for a price equal t&d d2the amount of principal to be redeemed pluaarued but unpaid
interest and other amounts due under the convedidbentures.

The convertible debentures are senior indebtedimasshe holders of the convertible debentures hasezurity interest in
all of our assets and those of our subsidiaries.

Registration Rights

On April 5, 2012, in connection with our privatepément of convertible debentures and warrant@ntered into a
registration rights agreement with the purchasarsuyant to which we agreed to provide certain tegjion rights with respect
to the common stock issuable upon conversion oftmyertible debentures and exercise of the wasr&pecifically, we
agreed to file a registration statement with theuBigdes and Exchange Commission covering the eesfalhe common stock
issuable upon conversion of the convertible delvestand exercise of the warrants on or before May@12 and to cause
such registration statement to be declared effedtivthe Securities and Exchange Commission oreford July 9, 2012 in the
event that the registration statement is not regdbtwy the Securities and Exchange Commission arklgyst 8, 2012 in the
event that the registration statement is reviewethe Securities and Exchange Commission and theries and Exchange
Commission issues comments.

If (i) the registration statement was not filedMgy 21, 2012, (ii) the registration statement wasdeclared effective by
the Securities and Exchange Commission by Julp9?2 2n the case of a no review, (iii) the registratstatement was not
declared effective by the Securities and Exchangar@ission by August 8, 2012 in the case of a reoguhe Securities and
Exchange Commission pursuant to which the Secsiiétiel Exchange Commission issues comments oh@uegistration
statement ceases to remain continuously effeativenbre than 30 consecutive calendar days or nhare dan aggregate of 60
calendar days during any 12-month period aftéfirgs effective date, then we are subject to liguétl damage payments to the
holders of the securities sold in the private ptaest in an amount equal to 1% of the aggregatehasesprice paid by such
purchasers per month of delinquency. Notwithstagdire foregoing, (i) the maximum aggregate liguedadlamages due under
the registration rights agreement shall be 6% efatgregate purchase price paid by the purchaswetgji) if any partial
amount of liquidated damages remains unpaid foertiman seven days, we shall pay interest of 18%mpeum, accruing daily,
on such unpaid amount.

The registration statement required as describedealvas filed on May 17, 2012 and declared effectim May 30, 2012.
Pursuant to the registration rights agreement, wstmaintain the effectiveness of the registrasiatement from the effective
date until the date on which all securities regesfeunder the registration statement have been eolite otherwise able to be
sold pursuant to Rule 144 without volume or marofesale restrictions, subject to the our rightusggend or defer the use of
the registration statement in certain events.

Lock-up Agreements

In connection with this offering, we, our executifficers, directors and certain of our other stamlklers agreed, subject to
certain exceptions, not to offer, sell, contracsétl, announce any intention to sell, pledge beotvise dispose of, enter into
any swap or other agreement that transfers, inevboln part, the economic consequence of ownecshigirectly or indirectly,
or file with the Securities and Exchange Commissigrgistration statement under the SecuritiesoAt®33, as amended,
relating to, any common stock or securities cornblerinto or exchangeable or exercisable for ampioon stock without the
prior written consent of Cowen and Company, LLC,d@eriod of 180 days after the date of the pgi@hthe offering. The
180-day restricted period will be automaticallyended if (i) during the last 17 days of the 180-testricted period we issue an
earnings release or material news or a materialteedating to us occurs or (ii) prior to the exgtion of the 180-day restricted
period, we announce that we will release earniegslts or become aware that material news or arialad@ent will occur
during the 16-day period beginning on the last afahe 180-day restricted period, in either of whéase the restrictions
described above will continue to apply until theieation of the 18-day period beginning on the &®e of the earnings release
or the occurrence of the material news or matesiaht.
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Delaware Anti-Takeover Law and Provisions of our Ctificate of Incorporation and Bylaws

Delaware Anti-Takeover Law

We are subject to Section 203 of the Delaware Gg@orporation Law. Section 203 generally prohibifsublic Delaware
corporation from engaging in a “business combimgtisith an “interested stockholder” for a periodtbfee years after the date
of the transaction in which the person became tmested stockholder, unless:

» prior to the date of the transaction, the bodrdi@ctors of the corporation approved eitherlithsiness combination or
the transaction which resulted in the stockhold=rming an interested stockholder;

« the interested stockholder owned at least 85%efoting stock of the corporation outstandinthattime the
transaction commenced, excluding for purposes traening the number of shares outstanding (i) eshamwned by
persons who are directors and also officers ahdi{ares owned by employee stock plans in which@mep
participants do not have the right to determindidentially whether shares held subject to the pldhbe tendered in
tender or exchange offer; or

» on or subsequent to the date of the transadtienhusiness combination is approved by the baaddaathorized at an
annual or special meeting of stockholders, andgatritten consent, by the affirmative vote of eist 66 2/3% of the
outstanding voting stock which is not owned byititerested stockholder.

Section 203 defines a business combination to declu
e any merger or consolidation involving the corgimma and the interested stockholder;

» any sale, transfer, pledge or other dispositmoliving the interested stockholder of 10% or mafréhe assets of the
corporation;

* subject to exceptions, any transaction that tesulthe issuance or transfer by the corporatifceng stock of the
corporation to the interested stockholder; or

« the receipt by the interested stockholder ofttbeefit of any loans, advances, guarantees, plesfgather financial
benefits provided by or through the corporation.

In general, Section 203 defines an interested ktadkr as any entity or person beneficially ownl’d§6 or more of the
outstanding voting stock of the corporation and entjty or person affiliated with, or controllingt controlled by, the entity or
person. The term “owner” is broadly defined to ud® any person that, individually, with or throubht person’s affiliates or
associates, among other things, beneficially olWwasstock, or has the right to acquire the stocletir or not the right is
immediately exercisable, under any agreement oerstahding or upon the exercise of warrants ooaptor otherwise or has
the right to vote the stock under any agreemennderstanding, or has an agreement or understandinghe beneficial
owner of the stock for the purpose of acquiringdimy, voting or disposing of the stock.

The restrictions in Section 203 do not apply tgooations that have elected, in the manner provid&ection 203, not to
be subject to Section 203 of the Delaware Genevgb@ation Law or, with certain exceptions, whiahrtbt have a class of
voting stock that is listed on a national secusig&change or authorized for quotation on the NaSdack Market or held of
record by more than 2,000 stockholders. Our cedtii of incorporation and bylaws do not opt oube€tion 203.

Section 203 could delay or prohibit mergers or othkeover or change in control attempts with respeus and,
accordingly, may discourage attempts to acquireves though such a transaction may offer our stldens the opportunity to
sell their stock at a price above the prevailingkegprice.

Certificate of Incorporation and Bylaws

Provisions of our certificate of incorporation amdaws may delay or discourage transactions innghan actual or
potential change in our control or change in ounaggment, including transactions in which stockaddnight otherwise
receive a premium for their shares, or transactibasour stockholders might
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otherwise deem to be in their best interests. Taerethese provisions could adversely affect thieepof our common stock.
Among other things, our certificate of incorporatiand bylaws:

permit our board of directors to issue up to 8,000 shares of preferred stock, without furthe¢ioadoy the
stockholders, with any rights, preferences andlpges as they may designate, including the riglapprove an
acquisition or other change in control;

provide that the authorized number of directoes/be changed only by resolution of the board wfaors;

provide that all vacancies, including newly ceghtlirectorships, may, except as otherwise requyddw, be filled by
the affirmative vote of a majority of directors thim office, even if less than a quorum;

divide our board of directors into three classéth each class serving staggered three-year terms

do not provide for cumulative voting rights (thfare allowing the holders of a majority of the gsaof common stock
entitled to vote in any election of directors teatlall of the directors standing for electiorthiéy should so choose);

provide that special meetings of our stockholaeay be called only by our board of directors; and

set forth an advance notice procedure with reg@attle nomination, other than by or at the digctf our board of
directors, of candidates for election as directord with regard to business to be brought befoneeting of
stockholders.

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 quottetthe OTC Bulletin Board. We have applied for lieeng of our
common stock on the Nasdaq Capital Market undesyh&ol “NSPR.”
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MATERIAL U.S. FEDERAL INCOME AND ESTATE TAX
CONSIDERATIONS FOR NON-U.S. HOLDERS

The following is a general discussion of the matdd.S. federal income and estate tax consequeéa@son-U.S. holder of
the acquisition, ownership and disposition of comeon stock. For purposes of this discussion, alh@ holder is any
beneficial owner of our common stock that is notJoS. federal income tax purposes any of the fahg:

* an individual citizen or resident of the Unitethi®s;

e acorporation (or other entity treated as a caion for U.S. federal income tax purposes) ciateorganized in the
United States or under the laws of the United Stateany state or the District of Columbia;

» apartnership (or other entity treated as a pastip for U.S. federal income tax purposes);
* an estate whose income is subject to U.S. fedlerame tax regardless of its source; or

e atrust (i) the administration of which is sultjezthe primary supervision of a U.S. court andolhhas one or more
U.S. persons who have the authority to contradalistantial decisions of the trust or (ii) whicts Imade a valid electit
to be treated as a U.S. person.

If a partnership (or an entity treated as a pastmiprfor U.S. federal income tax purposes) holdscommon stock, the tax
treatment of a partner in the partnership will gafig depend on the status of the partner and dip@ctivities of the
partnership. Accordingly, we urge partnerships tadtl our common stock and partners in such pasties to consult their
own tax advisors regarding the tax treatment ofimgty and holding our common stock.

This discussion assumes that a non-U.S. holdehwitl our common stock issued pursuant to the ioffeais a capital asset
(generally, property held for investment). Thiscdission does not address all aspects of U.S. fdderane taxation or any
aspects of state, local or non-U.S. taxation, ma&sdt consider any U.S. federal income tax comatams that may be relevant
to non-U.S. holders which may be subject to speatment under U.S. federal income tax lawsuigiclg, without limitation,
U.S. expatriates, controlled foreign corporatigresssive foreign investment companies, insurancepaaias, tax-exempt or
governmental organizations, dealers in securitiesiorency, banks or other financial institutioasd investors that hold our
common stock as part of a hedge, straddle or ceimretransaction. Furthermore, the following distos is based on current
provisions of the Internal Revenue Code of 198@&rasnded (the “Code”), and Treasury Regulationsaaiministrative and
judicial interpretations thereof, all as in effect the date hereof, and all of which are subjechinge, possibly with retroactive
effect.

We urge each prospective investor to consult atwsor regarding the U.S. federal, state, locdlr@on-U.S. income and
other tax consequences of acquiring, holding aspadiing of shares of our common stock.

Dividends

If we pay dividends on our common stock, those paywill constitute dividends for U.S. tax purpse the extent paid
from our current or accumulated earnings and @odis determined under U.S. federal income taxiples. To the extent
those dividends exceed our current and accumuéstedngs and profits, the dividends will constitatesturn of capital and
will first reduce a holder’s adjusted tax basigshcommon stock, but not below zero, and then béltreated as gain from the
sale of the common stock (see “— Gain on DispasiibCommon Stock”).

Any dividend paid out of earnings and profits toan-U.S. holder of our common stock generally Wélsubject to U.S.
withholding tax either at a rate of 30% of the grasnount of the dividend or such lower rate as beagpecified by an
applicable tax treaty. To receive the benefit efduced treaty rate, a non-U.S. holder generallgtiprovide us (or another
relevant withholding agent) with an Internal Rever8ervice (“IRS”) Form W-8BEN certifying qualifidah for the reduced
rate.
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A non-U.S. holder eligible for a reduced rate o8Ufederal withholding tax pursuant to an applieadbtome tax treaty may
obtain a refund of any excess amounts withheldrbgly filing an appropriate claim for refund withet IRS.

Dividends received by a non-U.S. holder that afectifzely connected with a U.S. trade or busines®lacted by the non-
U.S. holder will be exempt from such withholding.tdo obtain this exemption, the non-U.S. holdestmrovide us (or
another relevant withholding agent) with an IRSFRMW-8ECI properly certifying such exemption. Suéfeetively connected
dividends, although not subject to withholding tgenerally will be subject to U.S. federal incorar on a net income basis at
the same graduated U.S. tax rates generally apfgita U.S. persons, net of certain deductionscaedits, subject to any
applicable tax treaty providing otherwise. In aditto the income tax described above, dividendsived by corporate non-
U.S. holders that are effectively connected with.&. trade or business of the corporate non-U.Behanay be subject to a
branch profits tax at a rate of 30% or such lovage as may be specified by an 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 upenstle or other
disposition of our common stock unless:

» the gain is effectively connected with a U.Sd&a&r business of the nahS. holder and, if required by an applicable
treaty, is attributable to a U.S. permanent esthbient maintained by such non-U.S. holder;

* the non-U.S. holder is an individual who is prase the United States for a period or periodsregating 183 days or
more during the calendar year in which the saldisposition occurs and certain other conditionsnae¢ or

* we are or have been a U.S. real property holdargoration (‘USRPHC”) for U.S. federal income @urposes and the
non-U.S. holder holds or has held, directly oriadily, at any time within the shorter of the fiyear period preceding
the disposition or the non-U.S. holder’'s holdingige, more than 5% of our common stock. Generallgorporation is
a U.S. real property holding corporation if the faiarket value of its U.S. real property interesisals or exceeds 50%
of the sum of the fair market value of its worldeiceal property interests and its other assets askeld for use in a
trade or business. If we are or have been a “USRRItl@ny time during the periods described abowk@mr common
stock is not regularly traded on an establishedritges market, then the gain recognized on the gabther disposition
of our common stock by a non-U.S. holder would tdgexct to U.S. federal income tax regardless ohihre-U.S.
holder's ownership percentage.

In the case of a non-U.S. holder described initise ullet point immediately above, the gain vbi# subject to U.S. federal
income tax on a net income basis generally in #imesmanner as if the non-U.S. holder were a USopeas defined under the
Code (unless an applicable income tax treaty pesvatherwise), and a non-U.S. holder that is @doreorporation may be
subject to an additional branch profits tax equaé@% of its effectively connected earnings andiggrattributable to such gain
(or at such lower rate as may be specified by afiGghle income tax treaty). In the case of anvittial non-U.S. holder
described in the second bullet point immediatelyvah except as otherwise provided by an applicaoleme tax treaty, the
gain, which may be offset by certain U.S.-sourqatelosses, will be subject to a flat 30% tax.

We believe we are not and do not anticipate becgmidSRPHC for U.S. federal income tax purpose$ioivever, we are
or become a USRPHC, so long as our common stanisidered to be regularly traded on an establiskedrities market,
only a non-U.S. holder who actually or construdtiMeolds or held (at any time during the shortethaf five year period ending
on the date of disposition or the non-U.S. holdaokling period) more than 5% of our common stodkhle subject to U.S.
federal income tax, under the third bullet pointriediately above, on the disposition of our commogls You should consult
your own advisor about the consequences that cesldt if we are, or become, a USRPHC.

124




TABLE OF CONTENTS

Backup Withholding and Information Reporting

Generally, we must report annually to the IRS tim@ant of dividends paid to each non-U.S. holded, #xe amount, if any,
of tax withheld with respect to those dividendssiilar report is sent to each non-U.S. holder.sehi@formation reporting
requirements apply even if withholding was not iieelt Pursuant to tax treaties or other agreemér@dRS may make its
reports available to tax authorities in the reaipgcountry of residence.

Payments of dividends to a non-U.S. holder mayuibgest to backup withholding (at a rate of 28% tlgle 2012) unless the
non-U.S. holder establishes an exemption, for eXanyy properly certifying its non-U.S. status anlRS Form W-8BEN or
another appropriate version of IRS Form W-8. Ndtatianding the foregoing, backup withholding alsy mpply if we have
actual knowledge, or reason to know, that the belaébwner is a U.S. person that is not an exeragipient.

Payments of the proceeds from sale or other dispogdly a non-U.S. holder of our common stock e#dwmutside the
United States by or through a foreign office ofraker generally will not be subject to informatigporting or backup
withholding. However, information reporting will ply to those payments if the broker does not haeichentary evidence
that the holder is a non-U.S. holder, an exemp#arot otherwise established, and the broker hdaineelationships with the
United States.

Payments of the proceeds from a sale or other siigpo by a non-U.S. holder of our common stocleetiéd by or through
a U.S. office of a broker generally will be subjezinformation reporting and backup withholding darate of 28% through
2012) unless the non-U.S. holder establishes amgtien, for example, by properly certifying its nbhS. status on an IRS
Form W-8BEN or another appropriate version of IR®8nfr W-8. Notwithstanding the foregoing, informati@porting and
backup withholding also may apply if the broker hatual knowledge, or reason to know, that thedroksla U.S. 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 amount of tax withheld. ifinolding results in an overpayment of taxes,farré may be obtained,
provided that the required information is timelyrfished to the IRS.

Additional Withholding Requirements

Recently enacted legislation would impose a 30%lwailding tax on any dividend payments on our comstook made to
a foreign financial institution or non-financialréagn entity (including, in some cases, when swuchign financial institution or
entity is acting as an intermediary), and on thesgproceeds of the sale or other disposition pEommon stock, unless (i) in
the case of a foreign financial institution, suektitution enters into an agreement with the Udvegnment to withhold on
certain payments, and to collect and provide tdit& tax authorities substantial information religg U.S. account holders of
such institution (which includes certain equity atebt holders of such institution, as well as ¢eréacount holders that are
foreign entities with U.S. owners), (i) in the easf a non-financial foreign entity, such entitytifees that it does not have any
substantial U.S. owners or provides the withholdiggnt with a certification identifying the dirextd indirect substantial U.S.
owners of the entity, or (iii) the foreign finantiastitution or non-financial foreign entity otheiise qualifies for an exemption
from these rules.

Although this legislation currently applies to pagmis made after December 31, 2012, the Treasurthan@®S have issued
administrative guidance indicating that they plaissue Treasury Regulations providing that witdimg will only apply to
payments of dividends made on or after Januar$14 2nd to payments of gross proceeds from a salher disposition made
on or after January 1, 2015. Proposed Treasury |IR&gns have been issued which, if finalized, woeddifirm the extension of
the effective dates for withholding. Non-U.S. haklshould consult with their own tax advisors relgag the possible
implications of this legislation on an investmembur common stock.

Estate Tax

Our common stock owned or treated as owned bydinidual who is not a citizen or resident of theitdd States (as
specifically defined for U.S. federal estate taxgmses) at the time of death will be includiblghe individual's gross estate for
U.S. federal estate tax purposes and may be subjecs. federal estate tax unless an applicaliédestax treaty provides
otherwise.
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UNDERWRITING

We and the underwriters for the offering named Wwetave entered into an underwriting agreement veiéipect to the
common stock being offered. Subject to the terntscamditions of the underwriting agreement, eaathemwriter has severally
agreed to purchase from us the number of sharesrafommon stock set forth opposite its name be®@ewen and Company,
LLC and JMP Securities LLC are the representatdfeébe underwriters.

Number of
Underwriter Shares
Cowen and Company, LLC
JMP Securities LLC
Total 7,246,37

The underwriting agreement provides that the ohibga of the underwriters are conditional and meytdyminated at their
discretion based on their assessment of the dtéte dinancial markets. The obligations of the endriters may also be
terminated upon the occurrence of the events spddif the underwriting agreement. The underwriterge agreed, severally
and not jointly, to purchase all of the shares swider the underwriting agreement if any of thésees are purchased, other
than those shares covered by the overallotmentopiscribed below. If an underwriter defaults,uhderwriting agreement
provides that the purchase commitments of the redaudting underwriters may be increased or the madng agreement
may be terminated.

We have agreed to indemnify the underwriters agaipecified liabilities, including liabilities undéhe Securities Act of
1933, and to contribute to payments the undengritesty be required to make in respect thereof.

The underwriters are offering the shares, subgeptibr sale, when, as and if issued to and acddptehem, subject to
approval of legal matters by their counsel and toaditions specified in the underwriting agreem@&ime underwriters
reserve the right to withdraw, cancel or modifyenffto the public and to reject orders in wholengrart.

Overallotment Option to Purchase Additional Shares. We have granted to the underwriters an optigeutchase up to
an aggregate of the number of additional sharesmimon stock equal to 15% of the total sharesisdllde offering at the
public offering price or $6,000,000, less the umdéing discount set forth on the cover page of fiiospectus. Based on an
assumed offering price of $5.52 per share (whid¢hddast reported sales price of our common stocthe OTC Bulletin Board
on November 6, 2012) and a total offering of $40,000, the overallotment option will allow the ungdters to purchase up
to 1,086,957 additional shares. This option is egable for a period of 30 days. The underwriteay m@xercise this option
solely for the purpose of covering overallotmeiftany, made in connection with the sale of commtmtk offered hereby. To
the extent that the underwriters exercise thisooptihe underwriters will purchase additional skdrem us in approximately
the same proportion as shown in the table above.

Discounts and Commissions. The following table shows the public offeringqej underwriting discount and proceeds,
before expenses to us. These amounts are showmiagdooth no exercise and full exercise of the mwdéers’ option to
purchase additional shares.

We estimate that the total expenses of the offegrgluding underwriting discount and expense reirsément, will be
approximately $390,000 and are payable by us. We hkso agreed to pay the reasonable out-of-padsts of the
underwriters up to $75,000, and the underwritenssiole legal fees and expenses up to $110,00Qdimg) underwriters’
outside legal fees incurred in clearing this offgrivith FINRA.
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Total
Without With
Over- Over-
Per Share Allotment Allotment

Public offering price
Underwriting discount
Proceeds, before expenses, to InspireMD, Inc.

The underwriters propose to offer the shares ofroomstock to the public at the public offering prget forth on the cover
of this prospectus. The underwriters may offerghares of common stock to securities dealers giuhgc offering price less a
concession not in excess of $  per share. THerumiters may allow, and the dealers may realdiscount not in excess of
$ per share to other dealers. If all of thaedare not sold at the public offering price, uheélerwriters 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
have discretionary authority.

We have applied for the quotation of our commomlstan the Nasdaq Capital Market under the symb&PR.”

Stabilization . In connection with this offering, the underwrienay engage in stabilizing transactions, ovetrakmt
transactions, syndicate covering transactions,peb@s and purchases to cover positions creayeshbrt sales.

»  Stabilizing transactions permit bids to purchsisares of common stock so long as the stabilizidg do not exceed a
specified maximum, and are engaged in for the me@d preventing or retarding a decline in the regpkice of the
common stock while the offering is in progress.

¢ Overallotment transactions involve sales by theanwriters of shares of common stock in exceshehumber of
shares the underwriters are obligated to purciidgs.creates a syndicate short position which megither a covered
short position or a naked short position. In a cegleshort position, the number of shares overaliblty the
underwriters is not greater than the number ofeshtirat they may purchase in the overallotmenbopth a naked shc
position, the number of shares involved is gretiten the number of shares in the overallotmenbapirhe
underwriters may close out any short position bgreising their overallotment option and/or purchgshares in the
open market.

« Syndicate covering transactions involve purchase®mmon stock in the open market after the ithigtion has been
completed in order to cover syndicate short pasition determining the source of shares to close¢heushort position,
the underwriters will consider, among other thirtgs, price of shares available for purchase irofien market as
compared with the price at which they may purctsisees through exercise of the overallotment optfahe
underwriters sell more shares than could be coveyezkercise of the overallotment option and, tfeees have a naked
short position, the position can be closed out diylypuying shares in the open market. A naked gyamition is more
likely to be created if the underwriters are coneerthat after pricing there could be downward gures on the price of
the shares in the open market that could adveaddgt investors who purchase in the offering.

« Penalty bids permit the representatives to rectaselling concession from a syndicate member whercdmmon stoc
originally sold by that syndicate member is purehis stabilizing or syndicate covering transacitmcover syndica
short positions.

These stabilizing transactions, syndicate covernagsactions and penalty bids may have the effe@tising or maintaining
the market price of our common stock or preventingetarding a decline in the market price of camenon stock. As a result,
the price of our common stock in the open market behigher than it would otherwise be in the abseof these transactions.
Neither we nor the underwriters make any representar prediction as to the effect that the tratisms described above may
have on the price of our common stock. These trimss may be effected on the Nasdaq Capital Mankéhe over-the-
counter market or otherwise and, if commenced, beagliscontinued at any time.
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Passive Market Making. In connection with this offering, underwritensdaselling group members may engage in passive
market making transactions in our common stockhenNasdaq Capital Market in accordance with Rudf(Regulation M
under the Securities Exchange Act of 1934, as aetrduring a period before the commencement ofoffesales of common
stock and extending through the completion of fis&idution. A passive market maker must displaybid at a price not in
excess of the highest independent bid of that ggcttowever, if all independent bids are loweresddw the passive market
maker’s bid, that bid must then be lowered whertidipel purchase limits are exceeded.

Lock-Up Agreements. Pursuant to certain “lock-up” agreements, we,executive officers, directors and certain of our
other stockholders agreed, subject to certain dxueg not to offer, sell, contract to sell, annoaany intention to sell, pledge
or otherwise dispose of, enter into any swap oemdéigreement that transfers, in whole or in phae,gconomic consequence of
ownership of, directly or indirectly, or file witthe Securities and Exchange Commission a registratatement under the
Securities Act of 1933, as amended, relating tg,cammon stock or securities convertible into ccleangeable or exercisable
for any common stock without the prior written censof Cowen and Company, LLC, for a period of #i&9s after the date of
the pricing of the offering. The 180-day restricfetiod will be automatically extended if (i) dugithe last 17 days of the 180-
day restricted period we issue an earnings releasgterial news or a material event relating toewurs or (i) prior to the
expiration of the 180-day restricted period, weamrte that we will release earnings results or inecaware that material
news or a material event will occur during the E§@eriod beginning on the last day of the 180+@syricted period, in either
of which case the restrictions described aboveaasititinue to apply until the expiration of the 18y¢eriod beginning on the
issuance of the earnings release or the occurdrtbe material news or material event.

This lock-up provision applies to common stock &mdecurities convertible into or exchangeablexaresable for or
repayable with common stock. It also applies to wmm stock owned now or acquired later by the pees@tuting the
agreement or for which the person executing theeagent later acquires the power of disposition. &weptions permit us,
among other things and subject to restrictions(apissue common stock or options pursuant to eyegl benefit plans, (b)
issue common stock upon exercise of outstandinigregbr warrants, (c) issue securities in conneotigh acquisitions or
similar transactions or (d) file registration statts on Form S-8. The exceptions permit parti¢sedlock-up” agreements,
among other things and subject to restrictions(@pparticipate in tenders involving the acquisitdf a majority of our stock,
(b) participate in transfers or exchanges invol\dngimon stock or securities convertible into comrstmtk or (c) make certain
gifts. In addition, the lock-up provision will negstrict broker-dealers from engaging in market imgland similar activities
conducted in the ordinary course of their business.

Electronic Offer, Sale and Distribution of Shares A prospectus in electronic format may be madselable on the
websites maintained by one or more of the undesverior selling group members, if any, participaimghis offering and one
or more of the underwriters participating in thffedng may distribute prospectuses electronicallye representatives may
agree to allocate a number of shares to underwréed selling group members for sale to their enirokerage account
holders. Internet distributions will be allocatedthe underwriters and selling group members thkinwake internet
distributions on the same basis as other allocstiother than the prospectus in electronic forthatjnformation on these
websites is not part of this prospectus or thestegfion statement of which this prospectus formarg, has not been approved
or endorsed by us or any underwriter in its cagastunderwriter, and should not be relied upomisgstors.

Other Relationships. Certain of the underwriters and their affiliates/e provided, and may in the future provide,aasi
investment banking, commercial banking and othrarftial services for us and our affiliates for whikey are received, and
may in the future receive, customary fees. IMP &@siLLC previously acted as our placement ageebnnection with
certain private placements. As consideration fehsservices, on April 5, 2012 we issued JMP SdesrltLC a five-year
warrant to purchase up to 9,917 shares of comnumk stt an exercise price of $7.20 per share. Tivasents were not
registered under the Securities Act or the seesriaws of any state, and were offered and saldliance on the exemption
from registration afforded by Section 4(2) and Ration D (Rule 506) under the Securities Act, andesponding
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provisions of state securities laws, which exemgotgactions by an issuer not involving a publieoffy. JIMP Securities LLC
was an accredited investor (as defined by Ruleus@ier the Securities Act) at the time of the pevalacement.

Foreign Distribution

United Kingdom Each of the underwriters has represented aretdghat:

it has not made or will not make an offer of eeurities to the public in the United Kingdom witthe meaning of
section 102B of the Financial Services and Markets2000 (as amended) (FSMA) except to legal exttitvhich are
authorized or regulated to operate in the finanoiatkets or, if not so authorized or regulated, sehcorporate purpose
is solely to invest in securities or otherwise iitemstances which do not require the publicatipru of a prospectus
pursuant to the Prospectus Rules of the Finaneiali&s Authority (FSA);

it has only communicated or caused to be comnab@icand will only communicate or cause to be comoated an
invitation or inducement to engage in investmetivég (within the meaning of section 21 of FSMA) persons who
have professional experience in matters relatingwestments falling within Article 19(5) of therkincial Services and
Markets Act 2000 (Financial Promotion) Order 200%nccircumstances in which section 21 of FSMA dpesapply tc
us; and

it has complied with and will comply with all aggable provisions of FSMA with respect to anythidone by it in
relation to the securities in, from or otherwisedlving the United Kingdom.

Switzerland The securities will not be offered, directlyindirectly, to the public in Switzerland and thimppectus does
not constitute a public offering prospectus as thah is understood pursuant to article 652a o61dfihe Swiss Federal Code
of Obligations.

European Economic Arealn relation to each Member State of the Eurogéeonomic Area (Iceland, Norway and
Lichtenstein in addition to the member states effflaropean Union) that has implemented the Prosp&itective (each, a
Relevant Member State), each underwriter has repted and agreed that with effect from and inclgdive date on which the
Prospectus Directive is implemented in that Relelember State (the Relevant Implementation Datiea$ not made and will
not make an offer of the securities to the publithiat Relevant Member State prior to the publiatf a prospectus in relation
to the securities that has been approved by th@etant authority in that Relevant Member Statevbigere appropriate,
approved in another Relevant Member State andiedtib the competent authority in that Relevant Menftate, all in
accordance with the Prospectus Directive, excettitimay, with effect from and including the Redet Implementation Date,
make an offer of the securities to the public attRelevant Member State at any time:

to legal entities which are authorized or regedab operate in the financial markets or, if rmasthorized or regulated,
whose corporate purpose is solely to invest in I5&es;

to any legal entity which has two or more of §h)average of at least 250 employees during théhasncial year; (2) a
total balance sheet of more than €43,000,000 @nan(&nnual net turnover of more than €50,000,88&Ghown in its
last annual or consolidated accounts;

in any other circumstances which do not requieegublication by the issuer of a prospectus puntsizeArticle 3 of the
Prospectus Directive.

Each person in a Relevant Member State who recaiwvesommunication in respect of, or who acquirgssecurities
under, the offer contemplated in this prospectukbgideemed to have represented, warranted aeeddo and with us and
each underwriter that:

it is a qualified investor within the meaning oétlaw in that Relevant Member State implementintiche 2(1)(e) of th
Prospectus Directive; and

in the case of any securities acquired by it isamcial intermediary, as that term is used itidde 3(2) of the
Prospectus Directive, (1) the securities acquined im the offer have not been acquired on bebglhor have they be:
acquired with a view to their offer or resale tergons in any Relevant Member State other thanfigabinvestors, as
that term is defined in the Prospectus Directivan@ircumstances in which the prior consent ef thpresentative[s] of
the underwriters
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has been given to the offer or resale; or (2) wlerarities have been acquired by it on behaleo$gns in any
Relevant Member State other than qualified investibie offer of those securities to it is not tegatinder the Prospec
Directive as having been made to such persons.

For the purposes of the provisions in the two imiaiedly preceding paragraphs, the expression aer‘off the securities to
the public” in relation to the securities in arglévant Member State means the communication if@any and by any means
of sufficient information on the terms of the offerd the securities to be offered so as to enabievastor to decide to
purchase or subscribe for the securities, as tine saay be varied in that Relevant Member Statenlgyn@easure implementing
the Prospectus Directive in that Relevant MembateStnd the expression “Prospectus Directive” mé&irective 2003/71/EC
and includes any relevant implementing measuradéh &elevant Member State.

United Arab Emirates This document has not been reviewed, approvéidensed by the Central Bank of the United Arab
Emirates, Emirates Securities and Commodities Aitthor any other relevant licensing authority iretUnited Arab Emirates
including any licensing authority incorporated unttee laws and regulations of any of the free zastablished and operating
in the territory of the United Arab Emirates, irrfieular the Dubai International Financial Servidaghority, a regulatory
authority of the Dubai International Financial GenfThe issue of shares of common stock does mstitate a public offer of
securities in the United Arab Emirates, the Dub&inational Financial Centre and/or any other f@®e in accordance with
the Commercial Companies law, Federal Law No. 8%#4 (as amended), the Dubai International FinhSaavices Authority
Offered Securities Rules and the Dubai Internatiéirancial Exchange Listing Rules, accordinglyotirerwise.

The shares of common stock may not be offeredatiblic in the United Arab Emirates and/or anyhef free zones
including, in particular, the Dubai Internationah&ncial Centre. The shares of common stock magffeeed and this document
may be issued, only to a limited number of investorthe United Arab Emirates or any of its freee® (including, in
particular, the Dubai International Financial Ceptiwvho qualify as sophisticated investors underdhevant laws and
regulations of the United Arab Emirates or the zeme concerned. We and the representatives reprse warrant that the
shares of common stock will not be offered, salahsferred or delivered to the public in the Unitedb Emirates or any of its
free zones, in particular the, the Dubai Internslid=inancial Centre.

Israel. Inthe State of Israel this prospectus shallb@otegarded as an offer to the public to purchasgmon stock of the
company under the Israeli Securities Law, 5728681%hich requires a prospectus to be publishedaatttbrized by the Israel
Securities Authority, if it complies with certaimqvisions of Section 15 of the Israeli Securities,. 5728 — 1968, including,
inter alia, if: (i) the offer is made, distributed directed to not more than 35 investors, sulifecertain conditions (the
“Addressed Investors”); or (ii) the offer is madigstributed or directed to certain qualified in@stdefined in the First
Addendum of the Israeli Securities Law, 5728 — 13ject to certain conditions (the “Qualified éstors”). The Qualified
Investors shall not be taken into account in thentof the Addressed Investors and may be offeyguiitchase securities in
addition to the 35 Addressed Investors. The compasynot and will not take any action that woulgluiee it to publish a
prospectus in accordance with and subject to tleelisSecurities Law, 5728 — 1968. We have notwiichot distribute this
prospectus or make, distribute or direct an offesubscribe for our common stock to any personimwithe State of Israel, other
than to Qualified Investors and up to 35 Addredsedstors.

Qualified Investors may have to submit written evide that they meet the definitions set out irhefRirst Addendum to
the Israeli Securities Law, 5728 — 1968. In paticuve may request, as a condition to be offemadroon stock, that Qualified
Investors will each represent, warrant and cettifys and/or to anyone acting on our behalf: @} this an investor falling
within one of the categories listed in the Firsd&ddum to the Israeli Securities Law, 5728 — 198yvhich of the categories
listed in the First Addendum to the Israeli SedesitLaw, 5728 — 1968 regarding Qualified Investsrapplicable to it; (iii) that
it will abide by all provisions set forth in therdeli Securities Law, 5728 — 1968 and the regutatioromulgated thereunder in
connection with the offer to be issued common stéigk that the shares of common stock that it wélissued are, subject to
exemptions available under the Israeli Securities 5728 — 1968: (a) for its own account; (b) fordstment purposes only;
and (c) not issued with a view to resale within 8tate of Israel, other than in accordance withpttoeisions of the Israeli
Securities Law, 5728 — 1968; and (v) that it is
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willing to provide further evidence of its Qualifidnvestor status. Addressed Investors may haselimit written evidence in
respect of their identity and may have to sign suigimit a declaration containing, inter alia, thedfebsed Investor's name,
address and passport number or Israeli identiioatumber.

LEGAL MATTERS

Haynes and Boone, LLP, New York, New York, has edsgon the validity of the shares of our commoulsoffered by
us under this prospectus. The underwriters areggbeipresented by Reed Smith LLP, New York, New Yarlconnection with
the offering.

EXPERTS

The financial statements as of June 30, 2012, DeeefB1l, 2011 and 2010 and for each of the six nsoatided June 30,
2012 and three years in the period ended Decenih@031 included in this prospectus have beendaded in reliance on the
report (which contains an explanatory paragrapdtirej to our ability to continue as a going concasrdescribed in Note 1 to
the financial statements) of Kesselman & Kessel@#&hA.s, a member firm of PricewaterhouseCoopeesnational Limited,
an independent registered public accounting firvergon the authority of said firm as experts idiing and accounting.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the Securities and Exchange Cassion a registration statement on Form S-1, tagethth any
amendments and related exhibits, under the Sexudigt of 1933, as amended, with respect to owesha common stock
offered by this prospectus. The registration statgnontains additional information about us.

We file annual, quarterly and current reports, gretatements and other information with the Selesriand Exchange
Commission under the Securities Exchange Act o#4188 amended. Our Securities and Exchange Conomisngs are
available to the public over the Internet at theusities and Exchange Commission’s websitbtg://www.sec.gov You may
also read and copy any document we file at the f8m=suand Exchange Commission’s public referemoe located at 100 F
Street, N.E., Washington, D.C. 20549. Please kalSecurities and Exchange Commission at 1-800-&¥0-for further
information on the public reference rooms and thepy charges. In addition, through our webditg://www.inspire-md.com
you can access electronic copies of documentsleveriih the Securities and Exchange Commissiorarin&tion on our
website is not incorporated by reference in th@spectus. Access to those electronic filings islalke as soon as practicable
after filing with the Securities and Exchange Comsiun. You may also request a copy of those filiegsluding exhibits,
from us at no cost. Any such request should beesddd to us at: 4 Menorat Hamaor St., Tel Aviads67448, Attention:
Craig Shore, Chief Financial Officer.
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Report of Independent Registered Public Accourfimg

To the shareholders of
InspireMD, Inc.

In our opinion, the accompanying consolidated badasheets and the related consolidated statemeope@tions, changes in
equity (capital deficiency) and cash flows predairty, in all material respects, the financial fiims of InspireMD, Inc. (the
“Company”) and its subsidiaries at June 30, 201g&;dnber 31, 2011 and 2010, and the results opésations and its cash
flows for the six month period ended June 30, 2842 for each of the three years in the period edsmmber 31, 2011, in
conformity with accounting principles generally apted in the United States of America. These firrdstatements are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these foiahstatements based on
our audits. We conducted our audits of these sextiésrin accordance with the standards of the P@adimpany Accounting
Oversight Board (United States). Those standamisinethat we plan and perform the audit to obteasonable assurance
about whether the financial statements are fremai€rial misstatement. An audit includes examinarga test basis, evidence
supporting the amounts and disclosures in the fi@statements, assessing the accounting prirsciyled and significant
estimates made by management, and evaluating #ralbfinancial statement presentation. We beliéat our audits provide a
reasonable basis for our opinion.

The accompanying consolidated financial statemesg been prepared assuming that the Companyanifirzie as a going
concern. As discussed in Note 1 to the consolidfiteacial statements, the Company has had reculosses, negative cash
flows from operating activities and has significéuttire commitments that raise substantial doubtialis ability to continue as
a going concern. Management'’s plans in regarddésettmatters are also described in Note 1. Thediabstatements do not
include any adjustments that might result fromabt&ome of this uncertainty.

Tel Aviv, Israel /sl Kesselman & Kesselman
September 11, 2012 Certified Public Accountants (Isr.)
A member of PricewaterhouseCoopers Internationaited
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INSPIREMD, INC.

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

December 31

June 30
2012 2011 2010
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 10,28 $ 509 $ 63€
Restricted cash 37 91 25C
Accounts receivable:
Trade 1,82¢ 2,28¢ 852
Other 264 11¢ 75
Prepaid expenses 93 72 3
Inventory:
On hand 1,744 2,061 1,704
On consignment 63 11C 371
Total current assets 14,30¢ 9,83( 3,891
PROPERTY, PLANT AND EQUIPMENT, net 462 42C 282
NON-CURRENT ASSETS:
Deferred debt issuance costs 961 15
Fund in respect of employee rights upon retirement 282 21k 167
Total non-current assets 1,24: 21¢ 182
Total assets $ 16,01« $ 10468 $ 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)

December 31

June 30
2012 2011 2010
LIABILITIES AND EQUITY (CAPITAL DEFICIENCY)
CURRENT LIABILITIES:
Current maturities of long-term loan $ 94 $ 35t
Accounts payable and accruals:
Trade $ 441 814 1,10¢
Other 2,92t 2,217 1,50¢
Advanced payment from customers 174 31¢€ 55¢
Loans from shareholders 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 retirement 354 27C 20¢€
Convertible loans 5,01¢ 1,04¢
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; 128)00Ghares
authorized; 68,160,161, 68,178,946 and 49,863,Bafes issued
and outstanding at June 30, 2012 and Decembei031, &nhd 2010
respectively 7 7 B
Additional paid-in capital 49,10: 43,38¢ 21,057
Accumulated deficit (43,727 (36,647) (21,97¢)
Total equity (capital deficiency) 5,38¢ 6,754 (919
Total liabilities and equity (less capital deficogm) $16,01« $1046f $ 4,35¢

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 Year ended December 31
ended June 30,
2012 2011 2010 2009
REVENUES $ 2,071 % 6,00 % 4,94¢  $ 3,411
COST OF REVENUES 1,37 3,011 2,69¢€ 2,291
GROSS PROFIT 694 2,99: 2,25: 1,12
OPERATING EXPENSES:
Research and development 2,607 2,47¢ 1,33¢ 1,33(
Selling and marketing 1,24¢ 1,97: 1,23¢ 1,04(C
General and administrative (including
$1,454, $8,542, $869 and $65 of share
based compensation for the six month
period ended June 30, 2012 and the y:
ended December 31, 2011, 2010 and
2009, respectively) 3,99¢ 12,27 2,89¢ 1,467
Total operating expenses 7,85z 16,72: 5,472 3,831
LOSS FROM OPERATIONS (7,15¢) (23,729 (3,219 (2,717
FINANCIAL EXPENSES (INCOME), net (209) 934 154 (40)
LOSS BEFORE TAX EXPENSES (7,049 (14,669 (3,379 (2,677)
TAX EXPENSES 32 2 47 47
NET LOSS $ (7,08) $ (1466H $ 3,420 $ (2,729

NET LOSS PER SHARE - basic and
diluted $ (010 $ (029 $ (007 $  (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 employees

Employee and non-employee shagse:

compensation expenses

Redemption of beneficial conversion
feature of convertible loan

Issuance of ordinary shares, net of $4

issuance cost

BALANCE AT DECEMBER 31, 2009

CHANGES DURING 2010:

Net loss

Employee and non-employee shagese:

compensation expenses

Issuance of warrants, net of $23 issus

costs

Issuance of ordinary shares, net of $9

issuance costs

BALANCE AT DECEMBER 31, 2010

CHANGES DURING 2011:

Net loss

Employee and non-employee shagse:

compensation expenses

Issuance of shares and warrants, net

$2,835 issuance costs

Issuance of ordinary shares, net of $1

issuance costs

Exercise of options by employee
Conversion of convertible loans
BALANCE AT DECEMBER 31, 2011

CHANGES DURING THE 6 MONTH
PERIOD ENDED JUNE 30, 2012:

Net loss

Employee and non-employee shagse:

compensation expenses

Acquisition and cancellation of shares

Beneficial conversion feature of

convertible loan

BALANCE AT JUNE 30, 2012

* Represents an amount less than $1

Ordinary shares

value

Additional Total equity
paid-in Accumulated (capital
capital deficit deficiency)

U.S. dollars in thousands

5 $1596. $(1583) $ 134
(2,722 (2,722)

* * *
594 594

(30¢) (30¢)

* 968 96E
5 17,21 (18,556 (1,339
(3,420 (3,420

1,64( 1,64(

42¢ 424

* 1,781 1,781
5 21,057 (21,976 (914)
(14,665  (14,66Y

1 11,60 11,60¢
1 7,65: 7,65¢
* 80= 80&
* 1,50( 1,50(
* 76¢ 76¢
7 $4338¢ $(3664) $ 6,75
(7,081) (7,08))

1,94¢ 1,94

* (21) (21)
3,79( 3,79(

7 $4910. $(4372) $ 5,38¢




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 mshaused in operating activities:
Depreciation of property, plant and equipment
Loss from sale of property, plant and equipment
Change in liability for employees right upon retirent
Financial expenses (income)
Share-based compensation expenses
Loss (gains) on amounts funded in respect of enggloights upon retirement, net
Changes in operating asset and liability items:
Decrease (increase) in prepaid expenses
Decrease (increase) in trade receivables
Decrease (increase) in other receivables
Decrease in inventory on consignment
Decrease (increase) in inventory on hand
Increase (decrease) in trade payables
Increase (decrease) in deferred revenues
Increase (decrease) in other payable and advayoeepafrom customers
Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in restricted cash
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Amounts funded in respect of employee rights uginament, net
Net cash provided (used) in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of convertible loan andamsy net of issuance costs of $1,1.

in the six month period ended June 30, 2012

Proceeds from issuance of shares and warrantsf i&stiance costs of $1,014, $78 an

$11 in the years ended December 31, 2011, 201Q@0®8] respectively
Exercise of options
Proceeds from long-term loan, net of $41 issuansésc

Proceeds from convertible loan at fair value thiopgpfit or loss, net of $60 issuance

costs
Repayment of long-term loan
Acquisition and cancellation of shares
Repayment of loans from shareholders
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

6 month Year ended December 31
period ended
June 30, 201 2011 2010 2009
$ (7,08]) $(14,667) $(3.420 $ (2,729
69 89 91 8¢
15
84 58 42 42
(315 897 94 (229
1,944 9,59( 1,62( 562
C) 8 1y (19
(21) (69) 36 (32)
46( (1,439 337 (96¢9)
(14¢€) (50 9 27
47 261 722 33C
317 (357) (758) (241)
(291) (371) 19€ 612
10 (399 (1,577%) (507)
56€ 421 (92) 1,55¢
(4,367) (6,009 (2,710 (1,54%)
54 15¢ 52 (272)
(199 (239 (82) (34)
41 4
(61) (48) (27) (44)
(200) 13 (46) (346)
9,86¢
10,56« 2,245 97€
1,50C
41¢
1,07¢
(94) (379) (281)
21
(20) (20)
(1,000 (720
9,75¢ 10,66¢ 3,031 655
— (221) (21) 41
5,19(C 4,45¢ 26C (1,199
5,09¢ 63€ 37¢€ 1,571
$ 10,28¢ $ 5094 $ 63 $ 37¢




Taxes on income paid $ 37 % 37 $ 56 —

Interest paid $ 224 % 24 $ 30 88
SUPPLEMENTAL DISCLOSURE OF NON-CASH FINANCING ACTIV ITIES:

Receivables on account of shares $ — 3 - $ — 2C

Conversion of convertible loan into shares $ — $ 666 $ — =

Purchasing of property plant and equipment in ¢t in consideration of share-bas
payment $ —  $ 144 3

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 — DESCRIPTION OF BUSINESS

InspireMD, Inc., formerly Saguaro Resources, Iftbe “Company”), a public company, is a Delawargogation formed
on February 29, 2008. On March 28, 2011, the Comphanged its name to InspireMD, Inc.

On December 29, 2010, the Company entered intaeeSExchange Agreement (the “Exchange Agreemegtgna among
the Company and InspireMD Ltd., a limited compamgoirporated under the laws of the State of Israélgril 2005.
Subsequent to the date of execution of the Exchaggeement, shareholders of InspireMD Ltd., hold@ig7% of
InspireMD Ltd.’s issued and outstanding ordinargrsis, executed a joinder to the Exchange Agreearehbecame parties
thereto (the “InspireMD Shareholders”). PursuarthienExchange Agreement, on March 31, 2011, thairelg|D
Shareholders transferred all of their ordinary shan InspireMD Ltd. to the Company in exchange4®71,907 newly
issued shares of common stock of the Company (thiggl Share Exchange”). In addition, the remaghmolders of
InspireMD Ltd.’s ordinary shares separately transi all of their ordinary shares of InspireMD Ltd.the Company, in
exchange for an aggregate of 4,194,756 newly issbhatks of common stock of the Company (the “FollimwShare
Exchange”) and, together with the Initial Share lamge, the “Share Exchange”). As a result of tres&Exchange,
InspireMD Ltd. became a wholly owned subsidiaryref Company.

The Share Exchange was accounted for as a rewsagitalization, equivalent to the issuance oflstncinspireMD Ltd.
for the net monetary assets of the Company. Acnghgi the historical financial statements of thex@any reflect the
historical operations and financial statementiepireMD Ltd.

The Company, together with its subsidiaries, isegical device company focusing on the developmedt a
commercialization of its proprietary stent platforeeshnology, MGuard™ . MGuard™ provides embolic protection in
stenting procedures by placing a micron mesh sleggea stent. The Company’s initial products aeeketed for use in
patients with acute coronary syndromes, notablyeagwyocardial infarction (heart attack) and saplisneein graft
coronary interventions (bypass surgery). The Compaarkets its products through distributors ininggional markets,
mainly in Europe and Latin America.

In addition, the Company operates in Germany thndtggwholly-owned subsidiary, InspireMD GmbH, ar@ean limited
liability company incorporated in November 2007 emhthe Company subcontracts the manufacturing sténts.

The Company has had recurring losses and negatsreftows from operating activities and has sigaifit future
commitments. For the six months ended June 30,,2882Company had losses of approximately $7.Jianitind negative
cash flows from operating activities of approxiniat4.4 million. The Company’s management beliethes its working
capital as of June 30, 2012 of approximately $18@ilBon should enable it to continue funding thegagve cash flows from
operating activities until October 2013, when 42 Convertible Debentures (defined and describédbite 6a) are subject
to a noncontingent redemption option that couldinegthe Company to make a payment of $13.3 millioduding accrued
interest. Since the Company expects to continugriimg negative cash flows from operations andghtlof the cash
requirement in connection with the 2012 Convertb&bentures, there is substantial doubt about thepgany’s ability to
continue operating as a going concern. These fiabstatements include no adjustments of the vadfiessets and
liabilities and the classification thereof, if artigat will apply if the Company is unable to connoperating as a going
concern.

The Company will need to raise further capitalanhs future point in time, through the sale of add#l equity securities or
debt. The Company'’s future capital requirementstherdadequacy of the Company’s available fundsdepend on many
factors, including the Company’s ability to sucdalig commercialize the Company’s MGual¥f products, development of
future products, competing technological and madestlopments, and the need to enter into collalbmwith other
companies or acquire other companies or technadgienhance or complement the Company’s prodfetings.

However, the Company may be
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 — DESCRIPTION OF BUSINESS - (continued)

unable to raise sufficient additional capital whiee Company will need it or with favorable termieTerms of any
securities issued by the Company in future finagaciray be more favorable to new investors, and melyde preferences,
superior voting rights and the issuance of warrantsther derivative securities, which may haverghkr dilutive effect on
the holders of any of the Company’s securities thaistanding. If the Company is unable to obtaiecate funds on
reasonable terms, the Company will need to custarations significantly, including possibly postpwg or halting the
Company’s United States of America (“U.S.”) Food &@rug Administration clinical trials or enteringto financing
agreements with unattractive terms.

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”).

b. Use of estimates

The preparation of financial statements in conftymiith U.S. GAAP requires management to make egtsusing
assumptions that affect the reported amounts etsissd liabilities, the disclosure of contingesgets and liabilities
at the date of the financial statements and thertegp amounts of sales and expenses during thetirgpperiods.
Actual results could differ from those estimates.

As applicable to these consolidated financial stetats, the most significant estimates and assungptiglate to
inventory write-off, provisions for returns, legaintingencies, estimation of the fair value of sHaased
compensation and estimation of the fair value afraras.

c. Functional currency

The currency of the primary economic environmentfrich the operations of the Company and its sudnsés are
conducted is the U.S. dollar (“$” or “dollar”). Aedingly, the functional currency of the Companyl af the
subsidiaries is the dollar.

The dollar figures are determined as follows: teations and balances originally denominated inadslare
presented in their original amounts. Balances tieifm currencies are translated into dollars ukistprical and
current exchange rates for non-monetary and monbtdances, respectively. The resulting translagiaims or
losses are recorded as financial income or expeassappropriate. For transactions reflected irstaeements of
operations in foreign currencies, the exchangesratéransaction dates are used. Depreciation lzentges in
inventories and other changes deriving from non-gtemy items are based on historical exchange rates.

d. Principles of consolidation

The consolidated financial statements include to®ants of the Company and of its subsidiariegra@mpany
transactions and balances have been eliminatedagrmolidation.

e. Cash and cash equivalents

The Company considers all highly liquid investmemtkich include short-term bank deposits (up te¢hmonths
from date of deposit), that are not restrictecbasithdrawal or use, to be cash equivalents.
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NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES - (contin ued)

f. Restricted cash

The Company maintains certain cash amounts resdraed to withdrawal or use, related to credit caRestricted
cash is denominated in dollars and New Israel SHEKE"). See also Note 9¢(2).

g. Concentration of credit risk and allowance for @ubtful accounts

Financial instruments that may potentially subjeet Company to a concentration of credit risk csinsi cash, cash
equivalents and restricted cash, which are degbsitenajor financial institutions in the “U.S.” riel and Germany,
and trade accounts receivable. The Company’s iadeunts receivable are derived from revenues édrom
customers from various countries. The Company pagangoing credit evaluations of its customergficial
condition and, generally, requires no collaterairfrits customers. The Company also has a creditanse policy
for some of its customers. The Company maintainallawance for doubtful accounts receivable bagezhihe
expected ability to collect the accounts receivablee Company reviews its allowance for doubtfudamts
quarterly by assessing individual accounts recéévabd all other balances based on historical ctidie experience
and an economic risk assessment. If the Comparyrdites that a specific customer is unable to rite&hancial
obligations to the Company, the Company provideallvance for credit losses to reduce the recéd/abthe
amount management reasonably believes will beaelie To mitigate risks, the Company deposits eahcash
equivalents with high credit quality financial iitstions.

Provisions for doubtful accounts receivable aréegeagainst “Accounts receivable — Trade.”
h. Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated atatved of cost (cost
is determined on a “first-in, first-out” basis) miarket value. The Company’s inventories generalyeha limited
shelf life and are subject to impairment as thgyragch their expiration dates. The Company regukwhluates the
carrying value of the Company’s inventories and myhie the Company’s opinion, factors indicate tigbairment
has occurred, the Company establishes a reseriresatiee inventories’ carrying value. The Company’s
determination that a valuation reserve might beired and the quantification of such reserve regmanagement
to utilize significant judgment. With respect tov@mtory on consignment, see Note 2k.

i. Property, plant and equipment

Property, plant and equipment are stated at cestfraccumulated depreciation and amortizatiomprBaation is
calculated using the straight-line method overesigmated useful lives of the related assets: thvee years for
computers and other electronic equipment, five yéarvehicles and seven to fifteen years for effierniture and
equipment and machinery and equipment (mainly sgears). Leasehold improvements are amortizedstraaht-
line basis over the term of the lease, which istehehan the estimated life of the improvements.

j. Impairment of property, plant and equipment

The Company reviews its property, plant and equigrf@ impairment whenever events or changes in
circumstances indicate that the carrying amouth®fssets may not be recoverable. If the sumeoéxbected
future cash flows (undiscounted and without intechsirges) of the property, plant and equipmeless than the
carrying amount of such assets, an impairmentiaagd be recognized, and the assets would be writtsvn to
their estimated fair values.

To date, the Company has not recorded any impairoferges relating to its property, plant and eongipt.
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k. Revenue recognition

Revenue is recognized when delivery has occurrdderce of an arrangement exists, title and risksrawards for
the products are transferred to the customer,a@le is reasonably assured and product returndeagliably
estimated. When product returns can be reliabiyneseéd a provision is recorded, based on histoggpkrience, and
deducted from revenues. The provision for prodetitrns and related costs are included in “Accopat&ble and
accruals-other” under “Current liabilities” and Yientory-On consignment,” respectively.

When returns cannot be reliably estimated, botited| revenues and costs are deferred, and presemted
“Deferred revenues” and “Inventory-On consignmergspectively.

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

The Company’s revenue arrangements may containettglof free products upon the achievement of dalegets.
Each period, the Company estimates the amouneefdroducts to which these distributors will batktt based
upon the expected achievement of sales targetdefeds a portion of revenues accordingly.

The Company recognizes revenue net of value adoe(V/AT).
|. Research and development costs

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

Employee option awards are classified as equitydsvand accounted for using the grant-date fairevatethod.
The fair value of share-based awards is estimatidyuhe Black-Scholes valuation model and expeonsedthe
requisite service period, net of estimated forfeitu The Company estimates forfeitures based toricial
experience and anticipated future conditions.

The Company elected to recognize compensation eggdor awards with only service conditions thatehgraded
vesting schedules using the accelerated multigiemppproach.

The Company accounts for equity instruments issoae¢kird party service providers (non-employeeg)rdrording
the fair value of the options granted using anapgiricing model, at each reporting period, untibeds are vested
in full. The expense is recognized over the vespiedod using the accelerated multiple option appho

However, when the grant relates to options gratuedird parties as consideration for introducingdstors to the
Company, the costs are recorded as issuance obgig, various financial instruments issued.

In addition, certain share-based awards of the Gowjare performance based and dependent upon exth@rtain
goals. With respect to these awards, the compamyates the expected pre-vesting award probalihiy the
performance conditions will be achieved. The Conypamly recognizes expense for the shares thabareceed to
vest.

n. Uncertain tax positions

The Company follows a two-step approach to recaggiand measuring uncertain tax positions. The $iep is to
evaluate the tax position for recognition by detieing if the weight of available evidence indicathat it is more
likely than not that the position will be sustaimadaudit. If under the first step a tax provisismssessed to be more
likely than not of being sustained on audit, theosel step is performed, under which the tax berefiieasured as
the largest amount that is more
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than 50% likely to be realized upon ultimate set#at. Such liabilities are classified as long-teamless the liability
is expected to be resolved within twelve montheiftbe balance sheet date. The Company’s poliay iisciude
interest and penalties related to unrecognizedégefits within “Financial expenses (income)-net”.

o. Deferred income taxes

Deferred taxes are determined utilizing the “aaset liability” method based on the estimated futareeffects of
differences between the financial accounting ardteses of assets and liabilities under the apgkdax laws, and
on tax rates anticipated to be in effect when #ferled taxes are expected to be paid or realideel Company
assesses realization of deferred income tax aasdidased on all available evidence, concludeshehé is more
likely than not that the net deferred income tasetswill be realized. A valuation allowance is\pded for the
amount of deferred income tax assets not considerkd realizable.

The Company may incur additional tax liability eetevent of intercompany dividend distributionstsysubsidiary.
Such additional tax liability in respect of thesegign subsidiaries has not been provided for ésétfinancial
statements as it is the Company’s policy to permtyeeinvest the subsidiaries’ earnings and tosaber
distributing dividends only when this can be fdatiéd in connection with a specific tax opporturtitst may arise.

Taxes that would apply in the event of disposaheéstments in the foreign subsidiary have not takan into
account in computing the deferred taxes, as itas@ompany’s intention to hold, and not to realihés investment.

p. Advertising

Costs related to advertising and promotion of potslare charged to sales and marketing expensewasdd.
Advertising expenses were $361 thousand for thensimth period ended June 30, 2012, and $400 thdu$467
thousand and $275 thousand for the years endedchibered1, 2011, 2010 and 2009, respectively.

g. Net loss per share

Basic and diluted net loss per share is computediviging the net loss for the year by the weighasdrage number
of ordinary shares outstanding during the year. Gdieulation of diluted net loss per share exclysential
ordinary shares as the effect is anti-dilutive etial ordinary shares are comprised of incremenmtihary shares
issuable upon the exercise of share options, wiareard convertible loans.

For the six month period ended June 30, 2012, dsawéhe years ended December 31, 2011, 2010 @G0@i 2l
ordinary shares underlying outstanding optionsyaras and convertible loans have been excluded fhem
calculation of the diluted loss per share sincé #ifect was anti-dilutive. The total number oflorary shares
related to outstanding options, warrants and cdibledoans excluded from the calculations of aillitoss per share
were 32,470,307 for the six month period ended 30012, and 21,626,451, 9,502,111 and 5,87 #@38&8&e
years ended December 31, 2011, 2010 and 2009 ctashe.

r. Segment reporting
The Company has one operating and reportable seégmen
s. Factoring of receivables

The Company entered into factoring agreements atimguto $1,200 thousand and $942 thousand duriegéars
ended December 31, 2011 and 2010, respectivelly,cgittain banking institutions on
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a non-recourse basis. The factoring of trade retéds under these agreements were accounted $afess Under
the terms of these factoring agreements, the Coynpansferred ownership of eligible trade receieabdithout
recourse to the respective banking institutionsxichange for cash. Proceeds on the transferstréfle¢ace value of
the account less a discount. The discounts, $1Bsdml and $37 thousand during the years ended Dbec&h,
2011 and 2010, respectively, were recorded to ‘e expenses (income)-net” within the ConsolideBatements
of Operations.

The receivables sold pursuant to these factoringemgents are excluded from 'Accounts receivablel@tan the
Consolidated Balance Sheets and are reflectedshspeavided by operating activities on the Consuagd
Statements of Cash Flows. The banking institutiad o recourse to the Company’s assets for fadlfidebtors to
pay when due.

The related commissions on the sales of tradeva&lsleis sold under these factoring agreements ainguiot $23
thousand and $4 thousand during the years endeghier 31, 2011 and 2010, respectively, were redame
“Financial expenses (income)-net” within the Cordatied Statements of Operations.

t. Fair value measurement:

The Company measures fair value and disclosesdhaie measurements for financial assets and liesiliFair
value is based on the price that would be receivesgll an asset or paid to transfer a liabilitgmorderly
transaction between market participants at the oreagent date.

The accounting standard establishes a fair valemtuhy that prioritizes observable and unobseevedguts used to
measure fair value into three broad levels, whiehd@scribed below:

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

Level 2: Observable prices that are based on $npott quoted on active markets, but corroboratechégket data.

Level 3: Unobservable inputs are used when littlao market data is available. The fair valuedrehy gives the
lowest priority to Level 3 inputs.

In determining fair value, the Company utilizesuatlon techniques that maximize the use of obsésvaputs and
minimize the use of unobservable inputs to therextessible and considers counterparty creditirists assessment
of fair value.

u. Putwarrants

Put warrants that embody an obligation to repuretthe Company’s equity shares, or are indexeddb ao
obligation, and that require or may require the @any to settle the obligation by transferring asseé within the
scope of Accounting Standards Codification (“AS@80-10-25-8, and are recognized as a liability meadsured at
fair value at each reporting date, with changdsaiinvalue recorded in earnings. See Note 6a(4)(A).

v. Beneficial conversion feature (“BCF”)

When the Company issues convertible debt, if theksprice is greater than the effective convergioce (after
allocation of the total proceeds) on the measuréwuiate, the conversion feature is considered “beiaéfto the
holder. If there is no contingency, this differene¢reated as issued equity and reduces the ngrwglue of the host
debt; the discount is accreted as deemed intenetsteodebt. See Note 6a(4)(B).
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w. Embedded derivatives

Embedded derivatives in debt contracts that arelearly and closely related to the host debt #tedated and
accounted for separately. Those embedded derigatireemeasured at fair value each reporting datie clvanges in
fair value recorded in earnings. See Note 6a(4)(B).

X. Allocation of issuance proceeds

The Company allocated proceeds from its issuandelof that was sold with detachable warrants tteatlkassified
as liability as follows: first to the warrants bdam their full fair value; then to any embedded\agives in the debt
that require bifurcation at their fair values; thitee residual amount of the proceeds to the detgt.Ndte 6a(4)(B).

y. Newly adopted accounting guidance
Fair value measurement

In May 2011, the FASB issued Accounting Standargddtie No. 2011-04, Fair Value Measurement (Top():82
Amendments to Achieve Common Fair Value MeasurerardtDisclosure Requirements in U.S. GAAP and IFRSs
(“ASU 2011-04"). ASU 2011-04 changes certain fatue measurement principles and clarifies the egafitin of
existing fair value measurement guidance. Thesendments include, among others, (1) the applicasfcthe

highest and best use and valuation premise cond@ptsmeasuring the fair value of an instrumenssiiéed in a
reporting entity's shareholders’ equity and (3)ctbising quantitative information about the unobaéte inputs used
within the Level 3 hierarchy.

Effective January 1, 2012, the Company adopted 2811-04. The adoption of this accounting standapdiate did
not have a material impact on the Company’s codat#d financial statements.

NOTE 3 — FAIR VALUE MEASURMENT

Items Measured at Fair Value on a Recurring Basis

a. The following table summarizes the balancesHose financial liabilities where fair value measuents are estimated
utilizing Level 2 and Level 3 inputs:

December 31

June 30
Level 2012 2011 2010

(% in thousands)

2010 Convertible Debentures 3 $ — $ — % 1,044
2012 Warrants at fair value 2 1,70¢
Embedded derivative 3 49

$ 1,75 % — 3 1,04¢
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NOTE 3 — FAIR VALUE MEASURMENT - (continued)
b. The following tables summarize the activity foose financial liabilities where fair value measuents are estimated
utilizing Level 3 inputs:

Embedded
Derivative Convertible Loan

($inthousands)  ($ in thousands)
Balance as of January 1, 2010 $ — $ —
Issuances 1,13¢

Total losses (gains) (realized and unrealizedctuded in
earnings — Financial expenses (income), net (89)

Balance as of December 31, 2010 — 1,04«

Total losses (gains) (realized and unrealizedtuded in
earnings — Financial expenses (income), net 624

Convertion to Company’s shares of common stock (66¢)
Redemption (1,000
Balance as of December 31, 2011 — —
Issuances 8

Total losses (gains) (realized and unrealizedctuded in
earnings — Financial expenses (income), net 41

Balance as of June 30, 2012 $ 495  $ —

Level 3 liabilities include an embedded derivatigtated to the Company’s senior secured conventibbenture due
April 5, 2014, as described in Note 6a. The Compaaiyes the Level 3 embedded derivative using ternally
developed valuation model, whose inputs includevery rates, credit spreads, stock prices, andilrids, as
described below.

In calculating the fair value of embedded derivatithe Company used the following assumptions: Gmyg credit
spread of 23.1% and 26.5% for the transaction aadiefor June 30, 2012, respectively, Company’swegorate of
49.8% and 49.8% for the transaction date and foe B0, 2012, respectively, probability of non-fineh event of
default 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 aageref 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 contractuagmet of default which does not result from a dentinfinancial
standing of the Company.

The fair value of the warrants included in Leveés$ 2stimated using the Black & Scholes model.

In calculating the fair value of warrants, the Camy used the following assumptions: expected tdramd 4.76
years for the transaction date and for June 3@ 2@kbpectively; expected volatility of 66.1% argl@8 for the
transaction date and for June 30, 2012, respegtikisk-free interest rate of 1.01% and 0.72% far transaction
date and for June 30, 2012, respectively; and eiddyield 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 die teelatively short-term maturities of such instents. The
carrying amount of the Company’s other financialgderm assets and other financial long-term litied (other
than the debentures) approximate their fair valie fair value of
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the Company’s senior secured convertible debermtueeApril 5, 2014 approximates the carrying amdafter
considering the BCF, as described in Note 6a).

NOTE 4 — PROPERTY, PLANT AND EQUIPMENT

a. Composition of assets, grouped by major classi6ioat is as follows:

December 31

June 30
2012 2011 2010
($ in thousands)

Cost:
Vehicles $ — $ — $ 44
Computer equipment 14z 12z 75
Office furniture and equipment 83 56 54
Machinery and equipment 59¢ 597 41¢
Leasehold improvements 111 47 47
934 822 63€
Less — accumulated depreciation and amortizatic (472) (403) (359
Net carrying amour $ 462 $ 42 $ 282

b. Depreciation and amortization expenses totaledopately $69 thousand for the six month periodezhdune 30,
2012, and $89 thousand, $91 thousand and $89 thaddisathe years ended December 31, 2011, 2012604,
respectively.

NOTE 5 — LIABILITY FOR EMPLOYEES RIGHT UPON RETIREM ENT

Israeli labor law generally requires payment ofesance pay upon dismissal of an employee or uganiration of
employment in certain other circumstances.

Pursuant to section 14 of the Israeli Severancepgeasation Act, 1963, some of the Company’s emp®ygee entitled to
have monthly deposits, at a rate of 8.33% of thmeinthly salary, made in their name with insuramo@jganies. Payments
in accordance with section 14 relieve the Compaomfany future severance payments to these empdoyee

The severance pay liability of the Company forrist of its employees, which reflects the undistedmmount of the
liability, is based upon the number of years of/merand the latest monthly salary. The severaagdiability is partly
covered by insurance policies and by regular dépwesth recognized severance payment funds. Thepgaasnmay only
make withdrawals from the amounts funded for theppse of paying severance pay. The severance pensas were
approximately $117 thousand in the six month peeinded June 30, 2012, and $155 thousand, $114ahdasd $78
thousand in the years ended December 31, 2011,&842009, respectively.

Defined contribution plan expenses were $96 irstkenonth period ended June 30 2012, and $197a68(%82 in the
years ended December 31, 2011, 2010 and 2009 ctaghe. Gain (loss) on amounts funded with respeamployee

rights upon retirement totaled to approximateltti®gusand for the six month period ended June 3@,28id $(8) thousand,
$11 thousand and $10 thousand for the years endeeniiber 31, 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 secaceertible debentures (the “2012 Convertible Détees™) due
April 5, 2014 in the original aggregate principai@unt of $11,702,128 and five-
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year warrants (the “2012 Warrants”) to purchasaggregate of 3,343,465 shares of its common stoak exercise
price of $1.80 per share in a private placememisaation in exchange for aggregate gross procdekiklgd00 thousant
The 2012 Convertible Debentures bear interest ananal rate of 8% (payable quarterly beginningaly 1, 2012) and
are convertible at any time into shares of comntooksat an initial conversion price of $1.75 peargh

The relevant features of the 2012 Convertible Dalres and 2012 Warrants are summarized below:
1) 2012 Convertible Debentures
A. Conversion and contingent conversion

The 2012 Convertible Debentures, including acciinggtest on such 2012 Convertible Debentures, angertible
at any time, in whole or part, at the option of kimdders into shares of common stock at an initiglversion price of
$1.75 per share, subject to adjustment for stolitssfundamental transactions or similar events an additional
conversion adjustment described below.

The number of conversion shares issuable upon\gecsion shall be determined by the quotient obtalne
dividing (x) the sum of (a) the outstanding priralipmount to be converted, (b) at the option ofttbieler, a portion
or all of any accrued and unpaid interest to bevedrd and (c) the conversion adjustment amourybthe
conversion price.

The “conversion adjustment amount” is calculatedriftiplying the principal amount being convertgdabfraction,
the numerator of which is (a) the number of dagpstd from the original issue date multiplied by.(21917808;
and the denominator of which is 100. The maximumiper of days elapsed to be used in calculatingdineersion
adjustment amount will not be greater than 548 degardless of the actual number of days elapsed fhe
original issue date.

The Company may force conversion of the 2012 CdiblerDebentures if the closing bid price of then@pany’s
common stock equals or exceeds 165% of the comvepsice for twenty consecutive trading days, theimum
daily trading volume for such period is $1,100 tkand, all of the underlying shares during suchogesire either
registered for resale with the Securities and EmgeaCommission or eligible for resale pursuant titeR 44 and
there is no existing event of default or existingr which, with the passage of time or the givefigiotice, would
constitute an event of default during such period.

The 2012 Convertible Debentures contain certaiitdiions on conversion. No conversion may be m§adsfter
giving effect to the conversion, any holder woudghifially own in excess of 4.99% of the Compamusstanding
shares of common stock. This percentage may bedsed to a percentage not to exceed 9.99%, aptiom ©f such
holder, except any increase will not be effectiméluhe holder has given 61 days’ prior noticgtte 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 option

If there is an event of default as stipulated malgreement, then by election of the holders hgldirieast 60% of
the 2012 Convertible Debentures, the Company nealtem all of the 2012 Convertible Debentures ih ¢ais
112% of the outstanding principal, together withualpaid and accrued interest, all interest thatlddave been
payable through the maturity date and any otheruantsodue under the 2012 Convertible Debenture$ (aomount,
the “Mandatory Default Amount”). The Mandatory DeffaAmount will accrue interest at a rate of 24% aenum
commencing on the fifth calendar date following takevant event of default.
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C. Holder's noncontingent redemption option

Commencing 18 months following the original issumdate of the 2012 Convertible Debentures, thednsithay
require the Company to redeem all or a portiorhef2012 Convertible Debentures, for a price equall% of the
amount of principal to be redeemed plus all acctugdinpaid interest and other amounts due una@e2@i2
Convertible Debentures.

D. Company’s noncontingent redemption option

Commencing 6 months following the original issuadate of the 2012 Convertible Debentures, the Compaay
redeem all or a portion of the 2012 Convertible &ghres for a price equal to 112% of the amoumptioicipal to be
redeemed plus all accrued but unpaid interest #ret amounts due under the 2012 Convertible Debesitu

E. Covenants

The 2012 Convertible Debentures contain certairenaxts which prohibit or limit the Company’s arsl it
subsidiaries ability to, among other things:

1. pay cash dividends to stockholders;

2. redeem, repurchase or otherwise acquire moreahige minimis number of shares of its common stwck
common stock equivalents;

incur additional indebtedness;
permit liens on assets or conduct sales of gsset

effectuate stock splits until April 5, 2013, eptin connection with an initial listing on a roatal
securities exchange or to meet the continued ¢istquirements of such exchange;

6. cease making public filings under the Securigshange Act of 1934, as amended,;
7. engage in transactions with affiliates; and

8. amend its charter documents in a way that wmaterially and adversely affect any holder of thé2
Convertible Debentures.

F. Pro rata distributions

If the Company, at any time while the 2012 ConwtetDebentures are outstanding, distributes thaders of
common stock evidences of its indebtedness orsafisetuding cash and cash dividends) or righteamrants to
subscribe for or purchase any security other tharcbmmon stock, then, upon any conversion of & 2
Convertible Debentures, the holder shall be entiitereceive such distribution to the same exteait the holder
would have if the holder had held the number ofvession shares issued upon such conversion ofdh2 2
Convertible Debentures immediately before the datevhich a record was taken for such distributamjf no such
record was taken, the date as of which the recoldehs of shares of common stock were determinethéo
participation in such distribution.

2) 2012 Warrants
A. Exercisability

The 2012 Warrants are immediately exercisable iartthe aggregate, entitle the holders to purchase 3,343,465
shares of common stock. The 2012 Warrants haveital exercise price of $1.80 per share payableash. ” The
2012 Warrants expire on April 5, 2017.
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Similar to the 2012 Convertible Debentures, the220arrants also contain limitations on exercisé Wauld cause
the holder to beneficially own in excess of 4.996089% of the Company’s outstanding common stock.

B. Anti-dilution protection

The exercise price of the 2012 Warrants and thebeurof shares issuable upon exercise of the 2012a\ta are
subject to adjustments for stock splits, combinmegtior similar events.

C. “Most favored nation”

The 2012 Warrants are also subject to an adjustmestiant to which, in the event that the Compasyés or is
deemed to have issued certain securities with tématsare superior to those of the 2012 Warraxtsgg with
respect to exercise price and warrant coveragesuperior terms will automatically be incorporatetb the 2012
Warrants.

D. Contingent holder redemption option

Upon the occurrence of a transaction involving angfe of control that is (i) an all cash transact{gha “Rule 13e-
3 transaction” as defined in Rule 13e-3 under theuities Exchange Act of 1934, as amended, 9Qririiolving a
person or entity not traded on a national secsriéichange, the holders of the 2012 Warrants wilktthe right,
among others, to have the 2012 Warrants repurciasedourchase price in cash equal to the Bladiefs value
of the then unexercised portion of the 2012 Wasrant

E. Pro rata distributions

Similar to the 2012 Convertible Debentures, theZ2@farrants allow exercising holders to particigatpro rata
distributions.

F. Public information failure

If the Company fails for any reason to satisfy ¢herent public information requirement under Rudd(t) then, in
addition to any other remedies available to thelés, the Company must pay to the holders, in qastial
liquidated damages as set forth in the agreement.

3) Transaction costs

In connection with the Transaction, the Company [ig8uance costs, including placement agent arad fegs, of
approximately $1,200 thousand, and issued five-yearants (“2012 Placement Agents Warrants”) tapase
312,310 shares of the Company’s common stock akartise price of $1.80 per share to the placemgent.

4) Accounting treatment
A. 2012 Warrants

The Company determined, based on the provisioRsSaf 480-10-25-8, that equity classification is pueed
because of the redeemable option of the holddisirvent of a change in control (in certain caadd), which is an
event that is not within the Company’s control. Aadingly, the 2012 Warrants are classified aslalits in the
Consolidated Balance Sheets and measured at fa& &heach reporting period.

The fair value of the 2012 Warrants is estimatedguthe Black-Scholes valuation model. See Notdr2u.
calculating the fair value of the 2012 Warrantgliding the 2012 Placement Agents Warrants), thag2my used
the following assumptions: expected term of 5 aif® 4ears for the transaction date and for Jun@@102,
respectively; expected volatility of 66.1% and 88.8r the transaction
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b.

date and for June 30, 2012, respectively; risk-finéerest rate of 1.01% and 0.72% for the traneadafiate and for
June 30, 2012, respectively; and dividend yiel %

B. 2012 Convertible Debentures

In accordance with ASC 470-20, “Debt with Convensamd Other Options,” the Company determined tHaCER
existed at the issuance date of the 2012 Converfibbentures. The BCF amounting to $3,790 thouseasd
recorded in equity.

In addition, the Company analyzed the holders’ iogieint redemption option based on the guidancelatigd in
Topic 815, and concluded that the holders’ contimgedemption option is not clearly and closelatetl to the debt
host contract. Thus, the Company bifurcated andwated for it separately as an embedded derivatideclassified
it, together with the 2012 Convertible Debentuiests statement of financial position. This embeddierivative
will be measured at fair value at each reportingogle The fair value of the embedded derivativesmated using
the binominal valuation model.

In addition, the Company analyzed the holders’ motiagent redemption option and determined that the
prepayment options are clearly and closely relatetie debt host contract and should not be bifectérom the
2012 Convertible Debentures.

The gross proceeds amounting to $11,000 thousandtfte 2012 Convertible Debentures transaction akoeated
as follows:

e 2012 Warrants at fair value — $2,807 thousan@thas their fair value;
*« embedded derivative — $8 thousand based oniitsdhie; and

e 2012 Convertible Debentures — $8,185 thousanddan the residual amount after the allocationtioéo
components as described above. In addition, an anwd$3,790 thousand was recognized as a BCF sighie
2012 Convertible Debentures.

The 2012 Convertible Debentures are subsequenthsuned at amortized cost on the basis of the éféeiriterest
method over the loan period until the maturity date

C. Transaction costs

Direct transaction costs of $1,394 thousand, whichuded the placement agents fees and the 20t2mREnt
Agents Warrants valued at $262 thousand as of&msaction date, as well as other issuance costs, allocated to
the various instruments associated with the 2012v€xible Debentures pro-rata to the amount sustiiments
were recorded as of the transaction date. The ammthat were allocated to the 2012 Warrants awvfive and
embedded derivative were recorded in “Financiakesgs” and the remainder amounting to $1,037 timousas
recorded as “Deferred debt issuance costs” in thres@lidated Balance Sheets and will be amortizend the loan
period using the effective interest method un# thaturity date.

In July 2010, InspireMD Ltd. entered into a secesitpurchase agreement, pursuant to which InspirékDissued (i)
8% senior convertible debentures in the principabant of $1.58 million (the “2010 Convertible Delbemes”) and (ii)
three year warrants (the “2010 Warrants”) to pusehap to 1,014,513 shares of common stock at acisgeprice of
$1.23 per share (as adjusted for the Share Exchanggchange for aggregate gross proceeds of $iilisn. The 201!
Convertible Debentures accrued interest at theamate of 8% and were payable on the later dfr© months
following receipt by InspireMD Ltd. of a tax rulirfgom the Israeli Tax Authority that the issuanéeloares of a U.S.
“shell company” in exchange for securities heldshgreholders and option holders of InspireMD Ltdulsl constitute a
deferred tax event for InspireMD Ltd. and/or itswsdty holders or
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(i) the six month anniversary of the issuancehef 2010 Convertible Debentures (tl@riginal Maturity Date); provide
however, that so long as the Company was not iaultedinder the 2010 Convertible Debentures, In§iré_td. had the
right to extend the maturity date of the 2010 Caotible Debentures to nine months following the @ré Maturity Date
(the “Second Maturity Date”).

If InspireMD Ltd. completed a qualified financing ¢onnection with a reverse merger prior to theyi@al Maturity
Date, or the Second Maturity Date, if applicabie, holders of the 2010 Convertible Debentures haaption to
convert the 2010 Convertible Debentures into shaifesmmon stock of the surviving corporation atSRlper share
or be repaid in cash.

In addition, provided that there was not an evéntedault, if InspireMD Ltd. completed a financifg at least $3
million prior to the Second Maturity Date, the 2026nvertible Debentures would automatically conrex
ordinary shares of InspireMD Ltd. at a 15% discdorthe pricing of the new financing.

Finally, if an event of default had not occurreddany 2010 Convertible Debentures were still @uiging,
following the Second Maturity Date, such 2010 Catilse Debentures would automatically convert intdinary
shares of InspireMD Ltd. (i) if InspireMD Ltd. corgped a financing for at least $3 million priorttee one year
anniversary of the Second Maturity Date, at a 1%8éadint to the pricing of the new financing, oy @r if
InspireMD Ltd. did not complete a financing forl@ast $3 million prior to the one year anniversafrithe Second
Maturity Date, at $10 per ordinary share.

Upon an event of default under the 2010 Converti@bentures, the holders had the right to demapcheat of all
then unpaid principal and accrued but unpaid istawader the 2010 Convertible Debentures.

The Company elected to apply the fair value opteararding the 2010 Convertible Debentures in acure with
ASC 825 (i.e. the 2010 Convertible Debentures wesasured at each balance sheet date at fair vatLhe
changes in their fair value were recorded in prafitl loss). See Note 3.

The proceeds from the 2010 Convertible Debentua@Jaction were allocated to the 2010 Convertibleebtures at
their fair value with the residual proceeds asditmethe 2010 Warrants as follows:

e 2010 Debenture at fair value — $1,133 thousand; a
¢ 2010 Warrants — $447 thousand, net of $23 thaliginect 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 Convertilibentures surrendered $667,596 of outstandingipahand
interest due under such debentures in exchanghéoes of common stock and warrants as part ctmepany’s
private placement on such date (the “Debt Convessjaas described in Note 10b.

As a result of the Debt Conversions, there was Hiomof unpaid principal outstanding remainingden the 2010
Convertible Debentures on March 31, 2011, which rgasid by the Company in May 2011, plus all acdruerest
thereon.

c. OnJanuary 4, 2011, InspireMD Ltd. entered intomavertible loan agreement with its distributor sndel (the
“Lender”), in the amount of $100 thousand subjedhe following conditions:

¢ the convertible loan did not bear annual interest
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d.

« inthe event of a share exchange or similar #etizn, the Lender would have, at its sole disoretthe option to
convert the loan into either (i) shares of the Canmyps common stock at a price of $1.23 per shat® {#ior to
the Share Exchange), or (ii) the Company’s prodtiet price of 400 euro per unit (which represettednarket
price for the Lender);

¢ inthe event that the Company did not close aesbachange or similar transaction by June 1, 2011l ender
had the right to extend the loan and its termaifoto an additional 6 months (as noted in Notéd Hxchange
Agreement was closed on March 31, 2011); and

* in no event was cash required to be repaid byCtmapany.

On June 1, 2011 the Lender surrendered the $1@@ahd convertible loan in exchange for 81,161 shafre
common stock of the Company.

In April 2008 InspireMD Ltd. entered into a conibkle loan agreement with certain lenders. Undey #igreement, the
lenders were issued convertible notes in the aggeggrincipal amount of $720 thousand, bearing ahimterest of 10%
in exchange for $720 thousand. While the notesqdichave a maturity date, they were repayable omadel upon an
event of default. The notes were convertible, gttane, into ordinary shares of InspireMD Ltd. la¢toption of the
holders.

The notes were automatically convertible into oadynshares of InspireMD Ltd. if InspireMD Ltd. cofeted a
financing that resulted in at least $1 million (&jfied financing”), at the lower conversion priog (i) $1.48; or (ii)
a discount of 30% on the price per share in suelifted financing.

The notes were also automatically convertible orttinary shares of InspireMD Ltd. upon an initiabic offering
(“IPQ”) or upon a consolidation, merger or salebfassets or shares of InspireMD Ltd. (“exit tracteon”), at the
lower conversion price of: (i) $1.48; or (ii) a dmint of 20% on the price per share in such eaitgaction.

In accordance with ASC 470-20, “Debt with Convensamd Other Options”, the Company determined tHBCE
existed at the issuance date of these notes,ngtdB08 thousand. Because these notes did nohsteted
redemption date (except on an event of default),culd be converted by the holder at any timeBG& was
recognized immediately on the issuance date urfelaahcial expenses (income)-net” in the Consolidate
Statements of Operations.

In March 2009 these convertible notes were fulyaid (principal and accrued interest) due to adired the
covenants by InspireMD Ltd. InspireMD Ltd. allocatine proceeds paid between the portion relatéeto
redemption of the beneficial conversion feature tad related to the convertible loan, based omgtlidance in ASC
470-20. The Company measured the portion allodatélte beneficial conversion feature based onrthvnsic value
of the conversion feature at the extinguishmerg,dahich amounted to $308 thousand (which equalstiginal
BCF since the price of InspireMD Ltd.’s shares loa issuance date and the redemption date wasri&.sa
Accordingly, the difference between the amountaated to the BCF plus the loan’s carrying amoumd, the cash
paid, was recognized as financial income in thesBbdated Statements of Operations.
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In January 2009, InspireMD Ltd. signed a loan agwer@ with Mizrahi Tefahot Bank. According to theegment,
InspireMD Ltd. was entitled to receive the followin

1. Aloan (the “First Loan") amounting to $750 tlsand, bearing annual interest (paid quarterly) kegude London
Interbank Offer Rate plus 4%. The loan was payabight quarterly installments beginning in A010.

2. An additional loan (the “Second Loaminounting to $750 thousand, to be received no tager August 3, 2009, subje
to certain terms. InspireMD Ltd. did not meet tpedfic terms and therefore was not able to rec#hieeSecond Loan.

3. A credit line amounting to $500 thousand for pepose of financing export shipments. The criéit was not utilized
by the Company.

In addition, InspireMD Ltd. was required to payaditional $250 thousand in the following events:
1. Aliquidity event of at least $100 million (apsilated in the agreement); or
2. An IPO in which the Company’s valuation wasegtst $100 million.

InspireMD Ltd. granted to the bank a floating lemall of its assets, as well as a fixed lien drogits intellectual property
and rights of future payments from the Companyisntt. InspireMD Ltd. also committed to maintairitsibank account a
minimum of $250 thousand in order to support ameged cash burn rate of three months of activitydal on average
monthly cash flow in the preceding three monthss Bimount was recorded in the Consolidated Bal&hests under
“Restricted cash.”

On February 2009 InspireMD Ltd. received the Hisan and in accordance with the loan agreemente234,814
ordinary shares to the bank. Subsequently, Insgirékdi. estimated the fair value of the First Lotive Second Loan, the
credit line and the 234,814 ordinary shares isso¢de bank using the following assumptions:

1. Discount rate of 25.13% per year calculated $iggiAltman-Z score model

2. Probability of realizing the Second Loan — 40%

3. Probability of realizing the credit line — 80%

The relative fair value of each component basethervaluation report was as follows:
1. The First Loan — $540 thousand

2. The Second Loan option — $20 thousand

3. The credit line — $59 thousand

4. The 234,814 ordinary shares issued to the bai$290 thousand

The First Loan was subsequently measured at aradrtiast on the basis of the effective interest otwetiver 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 eggeityrding to their fair market value at the time.

Direct transaction costs of $41 thousand were oambas deferred debt issuance costs in the CoasadidBalance Sheet
and were amortized over the First Loan period.
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In November 2010, InspireMD Ltd. was asked by MigrBefahot Bank to grant it a fixed lien in the amo of $300
thousand that would replace the $250 thousandstrficted cash since the actual cash burn rate igaghthan the cash
amount maintained in the Company’s bank accourg.tfdnsaction was effectuated in January 2011.

On July 20, 2011, Mizrahi Tefahot Bank approvedriiease of a fixed lien in the amount of $300 gand. Following the
approval, $300 thousand of restricted cash wasifiled to cash and cash equivalents.

In March 2012, following the complete repaymenttwf loan, Mizrahi Tefahot Bank approved the reledgge floating
lien.

NOTE 8 — RELATED PARTIES TRANSACTIONS

a.

In January 2009, InspireMD Ltd. signed a sub-leageement with a company controlled by the Comany’
shareholders, for a period of 12.5 months, for atig rent payment of $1 thousand. In 2010, the peniod was
extended for an additional year, and the rent paysiacreased by 10%. In 2011, the rent periodexésnded for an
additional year, through February 2012. The subdesgreement was not renewed.

. On May 6, 2008, InspireMD Ltd. entered into a cdtacy agreement (the “2008 Consultancy Agreemdot”)

marketing services with a member of the immediatailfy of the CEO. Pursuant to the 2008 Consultakgseement,
InspireMD Ltd. paid a fixed hourly fee of $45 (1B4S) in Israel and a fixed daily fee of $400 wheaveling abroad
with respect to the consulting services. On Seperib2011, effective April 1, 2011, the 2008 Cdtacy Agreement
was terminated and InspireMD Ltd. entered intoa nensultancy agreement (the “2011 Consultancy émient”)
pursuant to which the consultant was retained teesas the Company’s vice president of sales. Ratdo the
agreement, she was paid a monthly consultancyff®&2500 from April 1, 2011 through June 30, 2@hd a monthly
consultancy fee of $15,500 thereafter. On Julyod,2? effective August 1, 2012, the 2011 Consultahgseement was
termainated and InspireMD Ltd. entered into a newmsaltancy agreement (the “2012 Consultancy Agre¢hhpursuar
to which the consultant would be retained for salevices. Pursuant to the agreement, she wouldtlikd to a fixed fe
of $625 (2,500 NIS) for each full working day antd@nus fee up to $10,000 (40,000 NIS) upon 100%e&ement of st
objectives. The 2012 Consultancy Agreement haswination date of September 30, 2012, but can treitated
without cause by InspireMD Ltd. upon 7 dapstice, and may be terminated with cause by InMiré.td. immediately
upon the occurrence of certain events, such asachbrof fiduciary duties owed to the Company.

During 2007, InspireMD Ltd received a loan of $#i@usand from its controlling shareholders. Halfraf loan was paid
during 2009, and the second half was paid duririgl20

. On April 1, 2005, InspireMD Ltd. entered into emymieent agreements with the Company’s presidentlaad t

Company’s CEO (both are directors and sharehold8ts)h employment agreements were subsequentlycsem
October 1, 2008 (in the case of the Compar§EO) and March 28, 2011 (in the case of botlptesident and the CE(
Pursuant to these employment agreements, as amendédrch 28, 2011, each officer was entitled toanthly gross
salary of $15,367. Each officer was also entitkedartain social and fringe benefits as set fartthe employment
agreements, which totaled 25% of their gross sa&yvell as a company car. Each officer was alsitledl to a
minimum bonus equivalent to three monthly grosarggbayments based on achievement of objectivedaad of
directors’ approval. If such officer's employmerasvterminated with or without cause, he was edtitbeat least six
months’ prior notice, and would have been paidshiary and all social and fringe benefits in fultidg such notice
period.
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On April 1, 2011, the employment agreements with@ompany’s president and CEO were terminatedtand t
Company entered into consulting agreements witlCthmpany’s president and CEO for a monthly conauitdee

of $21,563 each.

At the request of the compensation committee, the@any’'s CEO and president agreed, effective &eoceémber
1, 2011, to be treated as employees for purpospaywfig their salary and benefits, rather thancasgltants under
their consulting agreements. In addition, the Comyf|aCEO and president agreed to formally termiriagdr
consulting agreement upon the execution of an eynmat agreement with the Company on substantiaélysame
terms as their consultancy agreements. A new emp@ay agreement, however, was never executed vitarei

party.

On June 1, 2012, the president of the Companymrredign connection with his resignation, effectivme 1, 2012,
he remains on the Company’s board of directorsohmection with the resignation, the Company aediesident
entered into a consulting agreement, pursuant fohwamong other things, the president agreeddvige the
Company with consulting services for a period &frabnths, terminating on November 30, 2012, in exgje for
payments by the Company of $20 thousand per month.

e. During the second half of 2008, InspireMD Ltd. d=sed the salaries for most of its employees dtleeteconomic
slowdown. InspireMD Ltd. also decreased the sadasfehe former president and the CEO. Their sedaniere decreas
25%, and an additional 25% was accrued and recond&tcounts payable-tradeThe accrued amounts were fully p

as of December 31, 2010.

In September 2009, the 25% decrease in salariesiloed above was cancelled.

f. InspireMD Ltd. entered into a license agreemenist® a unique stent design developed by an Amecizarpany owned
by a former director of InspireMD Ltd. (“MGuard Rre"). See Note 9b.

g. Certain directors of the Company were granted optio purchase shares of the Compsiegmmon stock. See Note

h. Balances with related parties:

Current liabilities:
Trade payable
Other accounts payable
Loans from shareholders

i. Transactions with related parties:

Expenses:
Share-based compensation
Salaries and related expenses
Consulting fees
Financial expenses

Rent income

December 31

June 30
2012 2011 2010
($ in thousands)

$ — 3 2 3 3

$ 4E $ 22 $ 121

$ — 3 — 3 20
6 month period Year ended December 31
ended June 30,

2012 2011 2010 2009

(% in thousands)

$ 1,36f $ 8,217 $ 23¢ $ —
$ 261 $ 147 $ 241 $ 152
$ 10¢ $ 44t $ 22¢ $ 194
$ 1
$ (2 $ (16 $ (19 $ (13
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a. Lease commitments:

1) The Company is a party to two lease agreemenissffacilities, which expire in March 2014 aneéd@mber
2014. The Company has the option, under both agretsnto extend the agreements for two additiomalytear
periods, for a total of four years each.

Rent expense included in the Consolidated Statenuér@®perations totaled approximately $167 fordixe
month period ended June 30, 2012, and $119 thou$aBd thousand and $126 thousand for the yeaedend
December 31, 2011, 2010 and 2009, respectively.

As of June 30, 2012, the aggregate future minimeasé obligations for office rent under non-candelab
operating lease agreements were as follows:

($ in thousands)

Year Ended June 30:

2013 $ 34¢
2014 32C
2015 12z

$ 787
2) The Company leases its motor vehicles undercameelable operating lease agreements.

As of June 30, 2012, the aggregate future minimeesé obligations for motor vehicles under non-dabte
operating lease agreements were as follows:

($ in thousands)

Year Ended June 30:

2013 $ 58
2014 46
2015 22

$ 12¢€

b. License Agreement:

In March 2010, the Company entered into a new fieeagreement to use MGuard Prime, a unique stsigrde
developed by an American company owned by a fodirector of InspireMD Ltd. According to the agreemehe
licensor is entitled to receive 7% royalties foleseoutside the U.S. and inside the U.S. as folld#s royalties for
the first $10 million of net sales and 10% royaltier net sales exceeding the first $10 milliony&tes accrued for
these sales are included in “Accounts payable aodials — Other.” Royalties expenses for the sixtngeriod
ended June 30, 2012 and the year ended Decemh20Bll amounted to $136 thousand and $39 thousand,
respectively.

c. Liens and pledges

1) The Company’s obligations under the 2012 CoilerDebentures (Note 6) are secured by a firstripyi
perfected security interest in all of the assetsnoperties of the Company and InspireMD Ltd.|uding the
stock of InspireMD Ltd. and InspireMD GmbH.

2) As of June 30, 2012, the Company had fixed liensuating to $37 thousand to Bank Mizrahi in conrettivith
the Company’s credit cards.
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d. Litigation:

The Company is a party to various claims arisinthaordinary course of its operations in the agate amount of
$10 thousand. The Company has not recorded an sxpeavision related to damages in connection thigse
matters because management, after consideringdtws of its legal counsel as well as other factisrsf the
opinion that a loss to the Company is neither pot#gaor in an amount or range of loss that is estie

In February 2011, representatives of a third paudicated that they intended to seek damages frenCompany in
connection with certain finders’ fees that theyirolare owed to them. The claimants’ demand wagpproximately
$1 million. The claimants’ most recent settlemesndnd, conveyed in April 2011, was for a total 5@ thousand
in cash and 250,000 shares of the Company commok. sto date, no lawsuit has been filed and the @om has
not accrued a provision in connection with this terabecause the Company’s management, after coimgjdbe
views of its legal counsel as well as other factzrsf the opinion that a loss to the Companyeigher probable nor
in an amount or range of loss that is estimable.

In November 2010, a former senior employee subthételaim against the Company in the total amo@ %80
thousand and options to purchase 2,029,025 shhties Gompany’s common stock at an exercise pfi¢d®01
per share in the Magistrate’s Court in Tel Avivgioling unpaid back wages and commissions. Thevéire of
those options was valued using the Black-Scholkstian model at $2.5 million as of the period fered to be
entitled to the options. In June 2012, the paré@shed a settlement agreement for a payment of#88and by the
Company to the plaintiff and following the a mutpetition filed by the parties, on July 6, 2012 tiaor Court
dismissed the claim. As of June 30, 2012, a prowisif $88 thousand was included in the CompanyissGlidated
Financial Statements.

In November 2010, an alleged founder and formeallagvisor of the Company submitted a claim agahmest
Company for options to purchase 496,056 shardseo€ompany’s common stock at an exercise pric® @Ci per
share in the Magistrate’s Court in Tel Aviv. Thé fealue of those options was estimated using tlaglBScholes
valuation model at $134 thousand as of the graet dtawas during 2005 and 2006 that the Compansy liiecame
aware of the events that gave rise to this litayatiAlso, during this time, the Company had dismrsswith the
plaintiffs on an informal basis. The Company’s ngeraent, after considering the views of its legainsel as well
as other factors, recorded a share-based compemsatpense of $134 thousand in 2006, in respesgrofces
allegedly provided 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¢had due to an alleged breach of employment promisas
during 2005 and 2006 that the Company first becawsze of the events that gave rise to this lit@atiAlso during
this time, the Company had discussions with thenptbion an informal basis. The Company’s managetnafter
considering the views of its legal counsel as waslbther factors, recorded a provision of $53 tandsn 2006.

With respect to the two claims against the Comparmymitted by an alleged founder and former legeisad of the
Company in November 2010, described above, follgeimediation held in January 2012, the partieshexthe
following settlement agreement: (i) the plaintiffadl be the owner of options to purchase 194,7&®geshof common
stock of the Company and withdraw their claim fog temaining 301,272 options; and (ii) the Companuld
withdraw its counterclaim against the plaintiff.January 2012, the District Court in Tel Aviv apped the
settlement and a corresponding judgment was giyehécourt. Following the settlement agreemengfas
December 31, 2011, the provision in the amount&fthousand was reversed.
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In February 2011, a service provider submittedazntlagainst the Company in the amount of $327 twodisn the
Magistrate’s Court in Tel Aviv, claiming a futuraccess fee and commission for assistance in fintlieg
Company’s distributor in Brazil. The Company’s mgement, after considering the views of its legalresel as well
as other factors, recorded a provision of $327¢had in the financial statements in the first qeraof 2011. The
related expense has been recorded to “Generaldmiuhistrative” within the Consolidated Statemerit©perations.
On October 5, 2011, the Company filed a counténcigainst the plaintiff in the amount of $29 thand.

In August 2011, a former senior employee submittetthe Regional Labor Court in Tel Aviv a claim ags the
Company for (i) compensation of $118 thousand &hd (leclaratory ruling that he is entitled to eise 486,966
options to purchase shares of the Company’s constomk at an exercise price of $0.001 per sharerAfinsulting
with its legal advisor, the Company is unable teeas the probable outcome of this claim.

In November 2011, a previous service provider splreMD Ltd. submitted to the Magistrate Court iel Rviv a
claim against the Company, InspireMD Ltd. and tleenpany’s President and the Company’s CEO for aadatdry
ruling that it is entitled to convert options torpliase 13,650 of InspireMD Ltd.’s ordinary sharearaexercise price
of $3.67 per share into options to purchase 110sh&%es of the Company’s common stock at an exepeise of
$0.45 per share, and to convert options to purch#b of InspireMD Ltd.’s ordinary shares at aereise price of
$10 per share into options to purchase 39,087 stwitie Company’s common stock at an exercise mié1.23
per share. On July 30, 2012, the parties held aatied which resulted in a settlement agreementpaiicg to which
the Company paid $7 thousand plus value added taxee plaintiff and the plaintiff waived all ofshclaims to any
options and agreed to the irrevocable dismisstie@fibove mentioned claim. On August 5, 2012, thet@pproved
the settlement and dismissed the claim.

In December 2011, a statement of claim againsCtirapany was submitted by an alleged finder of tbmgany,
regarding 584,357 options to purchase the Compaises. The Company filed its defense in this caséarch
11, 2012. The Company and the plaintiff agreedferrthe case to mediation. A second hearing ;xa¢ase was set
for September 20, 2012. After consulting the viefvis legal counsel as well as other factors,Gbenpany is
unable to assess the probable outcome of this claim

In July 2012, a purported assignee of options apileMD Ltd. submitted a statement of claim agaihetCompany,
InspireMD Ltd., and the Company’s CEO and formersRient for a declaratory and enforcement orderitiea
entitled to options to purchase 334,546 shareseoCompany’s common stock at an exercise pricd df%per
share. The Company must file its defense to theerbentioned claim by September 30, 2012. After ohing the
views of its legal counsel as well as other facttire Company is unable to assess the probableretof this
claim.

NOTE 10 — EQUITY (CAPITAL DEFICIENCY)
a. Share capital

As of June 30, 2012, the Company has authorizedd@8@00 shares of capital stock, par value $0.@&dkhare,
of which 125,000,000 are shares of common stockba®@D,000 are shares of “blank check” preferredkst

On October 31, 2011, the stockholders approveduigorization of the board of directors, in itsodétion, to
amend the Amended and Restated Certificate of paration of the Company to effect a reverse stptik of the
Company’s common stock at a ratio of one-for-twone-for-four, such ratio
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to be determined by the board of directors (thevéRge Stock Split”), which approval will allow tiheard of
directors to effect the Reverse Stock Split anyetjrior to the Company’s annual meeting of stoctterd in 2012.

As of June 30, 2012, the Company had yet to effecReverse Stock Split.
b. Share exchange and private placement agreemerasd share issuance

As noted in Note 1 above, in connection with thar8lExchange, the Company issued 50,666,663 sbfites
common stock in exchange for 6,242,754 ordinaryeshaf InspireMD Ltd., which represented all ofgimeMD
Ltd.’s outstanding shares, resulting in InspireMfd.Lbecame a wholly owned subsidiary of the Company

In connection with the Share Exchange, the Comjpdstyassumed all of InspireMD Ltd.’s obligationglan
InspireMD Ltd.’s outstanding stock options. Immedig prior to the Share Exchange, InspireMD Ltdd ha
outstanding stock options to purchase an aggred&&7,256 ordinary shares, which outstanding ogtisecame
options to purchase an aggregate of 7,606,770sb&ammmon stock of the Company after giving affeche
Share Exchange. In addition, three-year warranpsitohase up to 125,000 ordinary shares of Insiréidl. at an
exercise price of $10 per share were assumed b@ahgany and converted into warrants to purchass1500
shares of the Company’s common stock at an exepcise of $1.23 per share.

In connection with the closing of the Share Exclearige Company sold 6,454,002 shares of its constank at a
purchase price of $1.50 per share and five-yearants to purchase up to 3,226,999 shares of constock at an
exercise price of $1.80 per share in a privateguient to accredited investors (the “Private Placgihe

As part of the Private Placement, certain holdéth@2010 Convertible Debentures surrendered $6670f
outstanding principal and interest due under the02Z0Donvertible Debentures in exchange for 445,064es of
common stock and warrants to purchase an aggrefags,532 shares of common stock. The number axfeshof
common stock and warrants issued in connection thvétDebt Conversions are included in the aggrefigees for
the Private Placement. As a result, the Comparsived aggregate cash proceeds of $9,013,404 iArthate
Placement.

In connection with the Share Exchange, the Compdstyentered into a stock escrow agreement withicer
stockholders, pursuant to which these stockholdep®sited 1,015,622 shares of common stock hetbémy and
warrants to purchase 832,500 shares of common sttickscrow. These shares and warrants were teléased to
the Company for cancellation or surrender to aityedéesignated by the Company should the Comparg Ba0
million in consolidated revenue, as certified by ompany’s independent auditors, during the filssmonths
following the closing of the Private Placement, faét, after a good faith effort, to have the Comypa common
stock approved for listing on a national securiggshange. If the Company failed to record at a8t million in
consolidated revenue during the first 12 monthe¥ghg the closing of the Private Placement or higseommon
stock listed on a national securities exchangeiwit® months following the closing on the Privatad@ment, these
escrowed shares were to be released back to ttihstders.

As it appeared unlikely that the Company woulds$atihe revenue threshold set forth above, on Ndesri6,
2011, the Company’s board of directors approveddlease of the 1,015,622 shares of common statkvarrants
to purchase 832,500 shares of common stock thehimelscrow in order to immediately increase then@any’s
public float.

In connection with the Share Exchange, the Comjisued certain consultants five-year warrants tolmse up to
an aggregate of 2,500,000 shares of common stak exercise price of $1.50 per share in consiberfor
consulting services related to the Share Exchambieh warrants have a
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fair value of $1.5 million. The expenses relateth®issuance of the warrants are recorded as-bhassl
compensation and treated as issuance costs.

In connection with the Private Placement, the Camggaaid placement agent fees of approximately $860sand
and issued five-year warrants to purchase 373,fidfes of the Company’s common stock at an exepeise of
$1.80 per share to the placement agent. The faiewa the warrants is $212 thousand.

During the first quarter of 2011 and prior to thea& Exchange, InspireMD Ltd. raised approxima$&90
thousand and issued approximately 803,000 ordistaayes through private placements.

On April 18, 2011, the Company issued 666,667 shafé@&s common stock and five-year warrants tacpase
333,333 shares of the Company’s common stock akarcise price of $1.80 per share, for an aggrquathase
price of $1,000 thousand, in a private placement.

On April 18, 2011, the Company issued 283,334 shaf@&s common stock and five-year term warraotsurchase
141,667 shares of the Company’s common stock akartise price of $1.80 per share, for an aggreuatehase
price of $425 thousand, in a private placement.

In connection with the above-referenced transastfoom April 18, 2011, the Company paid placemeyera fees of

approximately $471 thousand, which were recordddsamnce costs, and five-year term warrants tohase 57,000
shares of the Company common stock at an exertise @f $1.80 per share to the placement agentfdihealue of

those warrants, amounting to $67 thousand, is agtignusing the Black-Scholes valuation model.

On April 21, 2011, the Company issued 33,333 shafrés common stock, and five-year term warrantpurchase
16,667 shares of the Company’s common stock akewtise price of $1.80 per share, for an aggregatehase
price of $50 thousand, in a private placement.

c. Share-Based Compensation

1. On March 28, 2011, the board of directors andks$tolders of the Company adopted and approved the
InspireMD, Inc. 2011 UMBRELLA Option Plan (the “Unmdla Plan”). Under the Umbrella Plan, the Company
reserved 9,468,100 shares of the Company’s comtogk as awards to the employees, consultants, emite
providers to the Company and its subsidiaries dfilchtes worldwide. At a special meeting of stocltlers of thi
Company held on October 31, 2011, the stockholalgpsoved an amendment to the Umbrella Plan to add a
additional 5,531,900 shares of common stock fata bf 15,000,000 shares.

The Umbrella Plan currently consists of three congpads, the primary plan document that governsvedirds
granted under the Umbrella Plan, and two appendigesppendix A, designated for the purpose ofriseof
stock options and restricted stock to Israeli erygds, consultants, officers and other service pergiand
other non-U.S. employees, consultants, and seprméders, and (ii) Appendix B, which is the 2018 U
Equity Incentive Plan, designated for the purpdsgrants of stock options and restricted stock a&ao
U.S. employees, consultants, and service provigthsare subject to the U.S. income tax.

The Umbrella Plan is administered by the compeosatommittee of the board of directors. Unless
terminated earlier by the board of directors, tmebella Plan will expire on March 27, 2021.

U.S. federal income tax consequences relatinggdrémsactions described under the Umbrella Plausetr
forth in Section 409A of the Internal Revenue Cofl&986, as amended (the “Code”) and treasury
regulations in 2004 to regulate all types of defércompensation. If the requirements of SectiorAMd@the
Code are not satisfied, deferred compensation armmdreys
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thereon will be subject to tax as it vests, plusnéerest charge at the underpayment rate plusrida£0%
penalty tax. Certain stock options and certain sygferestricted stock are subject to Section 40Dthe
Code.

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 10208%) or not through a trustee (i.e., Unapproved 1
Options).

2. OnJuly 11, 2011, the board of directors of@oenpany appointed Mr. Sol J. Barer as a new dirgtirector
A"), with a term expiring at the Company’s 2012 aahmeeting of stockholders. In connection with his
appointment, Director A was granted an option tacpase 1,000,000 shares of the Company’s commok ato
an exercise price of $1.50 per share (the “$1.5000}). The $1.50 Option was exercisable immediateitil
September 30, 2011. In calculating the fair valtide $1.50 Option, the Company used the following
assumptions: dividend yield of 0% and expected 11 years; expected volatility of 53%; andk+isee
interest rate of 0.17%.

In addition, in connection with his appointmentréaitor A was granted an option to purchase 500sb@@es
of common stock at an exercise price of $2.50 pares the closing price of the common stock ordgie of
grant (the “$2.50 Option”), subject to the termd apnditions of the 2011 US Equity Incentive Plader
the Umbrella Plan. The $2.50 Option vests and besoemercisable in three equal annual installments
beginning on the one-year anniversary of the datgant, provided that in the event that Directois/ither
(i) not reelected as a director at the Companyk22dhnual meeting of stockholders, or (ii) not noated for
reelection as a director at the Company’s 2012 anmeeting of stockholders, the option vests arubires
exercisable on the date Director A fails to beaetld or nominated. The $2.50 Option has a teri® gfears
from the date of grant. In calculating the fairueabf the $2.50 Option, the Company used the fatigw
assumptions: dividend yield of 0% and expected @5 — 6 years; expected volatility of 62% — §3#d
risk-free interest rate of 1.67% — 1.85%.

The fair value of the options granted to DirectQuaing the Black-Scholes option pricing model, was
approximately $1.7 million.

On September 28, 2011, Director A exercised thBGOption to purchase 1,000,000 shares of common
stock, resulting in gross proceeds to the Comp&a$i &00 thousand.

On November 16, 2011, the Company’s board of dirscpproved the appointment of Director A as the
chairman of the board of directors. In connectidgti\wis appointment as chairman of the board cfclors,
the Company issued Director A 2,900,000 shareswincon stock and an option to purchase 2,900,000
shares of common stock at an exercise price o5%ie® share, the closing price of the common stocthe
date of grant. The fair value of the granted shar@pproximately $5.7 million and was recordecas
expense in the Consolidated Financial StatememtsceBecember 31, 2011. In calculating the fair @aifi
these options, the Company used the following apsions: dividend yield of 0% and expected term &f 5
years; expected volatility of 61.6%; and risk-fieeerest rate of 1.07%. The options have termofdars
from the date of grant, and the vesting terms af@léows: tranche A vests and become exercisabterénty
four equal monthly installments, tranches B ance€tand become exercisable upon meeting certain
performance conditions. The fair value of the amiausing the Black-Scholes option-pricing modet wa
approximately $3.1 million.

On June 18, 2012, the Company’s board of dire@pmoved the extension of the date by which the
conditions to the vesting of tranches B and C muasur. As of this date the performance conditiotrafiche
B was deemed probable and the performance condititanche C was
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deemed not probable. The Company continues todeogrense related to tranche B, in accordancettdth
fair value that was caculated at the grant datendire C was treated as a new grant, and the Company
calculated the fair value of the new grant on thee @f the extension using the following assumption
dividend yield of 0% and expected term of 5 yeargected volatility of 66%; and risk-free intereste of
0.69%. The fair value using the Black-Scholes apficing model was approximately $192 thousand.

3. On August 5, 2011 and effective August 8, 2@té& ,Board appointed another two new directors ¢Btor B”
and “Director C”). Director B was appointed forearh expiring at the Company’s 2012 annual meetfng o
stockholders and Director C was appointed for 1 texpiring at the Company’s 2013 annual meeting of
stockholder. In connection with their appointmehg directors were each granted an option to pseckhares of
common stock at an exercise price of $1.95 persltlae closing price of the common stock on the dagrant
(the “$1.95 Options”)The grant to Director B was for 100,000 sharesiamsdibject to the terms and condition
the 2011 US Equity Incentive Plan.

The grant to Director C was for 25,000 shares arsibject to the 2006 Employee Stock Option Plauba
plan of the Company’s 2011 Umbrella Option Plane $1.95 Options vests and become exercisable in two
equal annual installments beginning on the one-geaiversary of the date of grant. In the caseioéddor

B’s option, in the event that Director B is eitligmot reelected as a director at the Companyk22innual
meeting of stockholders, or (ii) not nominatedreelection as a director at the Company’s 2012 alnnu
meeting of stockholders, the option vests and bescemercisable on the date of Director B’s faitarbe
reelected or nominated. In the case of Directordp®on, in the event that Director C is requiredédsign

from the board due to medical reasons, the optastsvand becomes exercisable on the date of Dir€tto
resignation for medical reasons. The $1.95 Optiae terms of 10 years from the date of grant.

In calculating the fair value of the $1.95 Optiotiee Company used the following assumptions: divitle
yield of 0% and expected term of 3 — 4 years; etqueeolatility of 67% — 70%; and risk-free intereate of
0.45% — 0.78%.

The fair value of the options granted to the abmestioned new directors, using the Black-Scholdé®op
pricing model, is approximately $118 thousand.

4. On August 5, 2011, options to purchase 324,644des of common stock were granted to former dirscit a
cash exercise price of $1.23 per share replacitigropto purchase 324,644 shares of common stddkdye
former directors that expired during the secondtguaf 2011. The options had terms of five yehrsalculating
the fair value of the options, the Company useddhewing assumptions: dividend yield of 0% ancegted
term of 3.5 years; expected volatility of 69%; aistt-free interest rate of 0.62%.

The fair value of the options granted to the forieectors, using the Black-Scholes option-priaingdel, is
approximately $424,000.

5. During 2011, the Company entered into investations consulting agreements with investor refeti
companies to provide investor relations servicessiant to the consulting agreements, in addibamanthly
fees in a range of $3,000 to $16,500, the Compssuyed to the investor relations companies:

e aone-year warrant to purchase 81,161 sharesnomon stock of the Company at an exercise pricel&3 per
share, valued at $21 thousand;
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50,000 restricted shares of the Company’s comstioek, valued at $62 thousand, and a five-yearamato
purchase 50,000 shares of common stock of the Cayrgiiaan exercise price of $1.50 per share, vadti&30
thousand; and

25,000 shares of the Company’s common stockedbdi $68.75 thousand.
The Company recorded share-based compensationsegen$181.75 thousand related to these issuances.

On January 30, 2012, the Company appointed adiveator (“Director D”) to its board of director
connection with his appointment, the Company isdbieelctor D an option to purchase 100,000 sharéts of
common stock, which will vest one-third annually2i@13, 2014 and 2015 on the anniversary of the afageant,
provided that if he is (i) not reelected as a dveat our 2014 annual meeting of stockholdergiipnot
nominated for reelection as a director at our 2&idual meeting of stockholders, the option vestteatomes
exercisable on the date of such failure to be cteteor nominated.

In calculating the fair value of these options, @@mpany used the following assumptions: divideiedtyof
0% and expected term of 5.5 — 6.5 years; expeattdility of 58 — 60%; and risk-free interest ratel.01 —
1.26%. The options have terms of 10 years frontd#ite of grant, and the fair value of the optiarssng the
Black-Scholes option-pricing model, was approxirya$106,000.

On June 18, 2012 the Company’s board of diredtmued Directors A, B, C and D options to puret&® 000
shares of common stock at an exercise price oB§fer share, the closing price of the common stocthe date
of grant. In calculating the fair value of thesdiops, the Company used the following assumptidisdend
yield of 0% and expected term of 5.5 — 6.5 yeaxpeeted volatility of 65% — 66%; and risk-free irgst rate of
0.78% — 0.97%. The options have terms of 10 years the date of grant, and become exercisablergetbqual
annual installments. The fair value of the optiarsing the Black-Scholes option-pricing model, was
approximately $23 thousand each.

. As of June 30, 2012, the Company had resenB821LB67 ordinary shares for issuance under thesglan

described above. The following table summarizesrinftion about warrants and share options to enapkay
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Year Ended December 31,

6 month period ended Junt
30, 2012 2011 2010 2009

Weighted Weighted Weighted Weighted

Number of average Number of average  Numberof average  Number of average

warrants and  exercise warrants and exercise warrantsand exercise warrantsand exercise
options price options price options price options price

Outstanding —
beginning of perior 8,071,02. $ 14 3502,09 $ 0.6¢ 2,057,431 $ 0.6t 2,447,161 $ 0.5Z

Granted* 1,335,001 0.8¢ 6,292,411 1.92 1,785,54 0.6z 227,25: 0.7¢
Forfeited (121,68 1.5¢ (723,489 1.6¢€ (340,87¢) 0.6t (158,269 0.8
Exercised — — (1,000,001 1.t — — (458,72) —

Outstanding — end o
period 9,284,33 1.3z 8,071,022 $ 1.4 3,502,09 $ 0.6¢ 2,057,431 $ 0.65

Exercisable at the er
of the period 3,61643 $ 0.8¢ 2868,46. $ 0.71 2,204,531 $ 0.7¢ 1,034,120 $ 0.3

* Including 40,000 and 1,450,000 options with pemiance conditions in the period ended June 30, 20#i2he year ended
December 31, 2011, respectively. See Note 2m.

The following table summarizes information aboutnaats and share options to non-employees:
Year Ended December 31,

6 month period ended June

30, 2012 2011 2010 2009
Weighted Weighted Weighted Number of Weighted
Number of average Number of  average  Number of  average warrants average
warrants and  exercise  warrants and exercise warrantsand exercise and exercise
options price options price options price options price

Outstanding —
beginning of periol 8,402,02. $ 0.9¢ 4,697,600 $ 0.3¢ 3,739,900 $ 0.2 3,382,14$ 0.1

Granted* 531,44t 1.24 3,963,32; 1.4¢ 1,079,444 1.21  357,76¢ 1.07
Forfeited (437,706 0.5¢ (258,90 0.6z (121,74) — — —
Exercised — — — — — — — —

Outstanding — end o
period 8,495,76. $ 0.9t 8,402,02. $ 0.9¢ 4,697,600 $ 0.3¢ 3,739.90: $ 0.2

Exercisable at the er
of the period 8,226,84 % 0.94 8,199,85 $ 0.9¢ 463558 $ 04 3,439,94 $ 0.1Z

* Including 77,915 and 97,394 options with perforroa conditions in the period ended June 30, 2082l year ended
December 31, 2011, respectively. See Note 2m.
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The following table provides additional informatiabout all warrants and options outstanding andoésable:
Outstanding as of June 30, 2012

Weighted average

Warrants and remaining Warrants and

options contractual options
Exercise price outstanding life (years) exercisable
0-0.001 3,906,13 4.7z 3,703,23
0.183 205,01: 3.41 205,01:
0.188 334,54! 3.7¢ 334,54!
0.73 505,00( 9.92
0.79 390,00( 9.97
0.8 300,00( 9.¢
0.99 584,35 5.7¢ 584,35
1.23 3,450,322 4.5¢ 2,950,72.
15 3,139,283 3.7¢ 2,719,35
1.725 14,60¢ 6.5 14,60¢
1.75 81,16: 3.92 27,05«
1.8 752,71 4.2 752,71
1.93 215,00( 3.94 66,66¢
1.95 3,347,001 9.3¢ 483,33:
2.00 40,00( 4.1¢
2.1 10,00( 9.8
2.5 500,00( 9.04
2.6 5,00(C 3.9¢ 1,66

17,780,09 5.8t 11,843,27

The weighted average of the remaining contractfeadf total vested and exercisable warrants artibog as of June 30,
2012 is 4.46 years.

The aggregate intrinsic value of the total exeftdisavarrants and options as of June 30, 2012 ¥&$®4thousand.

The total intrinsic value of options exercised 890 thousand for the year ended December 31, 281 dbptions were
exercised during the six month period ended Jun@@2, and the years ended December 31, 2010 ecenfiber 31, 2009.

The weighted average fair value of warrants anéoptgranted was approximately $0.59 for the sixting@eriod ended
June 30, 2012, and $0.89, $0.82 and $0.96 forehesyended December 31, 2011, 2010 and 2009, teghecThe
weighted average fair value of warrants and optgmasted was estimated using the Black-Scholesmptiicing model.
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9. The following table sets forth the assumptidrat tvere used in determining the fair value ofapigranted to
employees for the six month period ended June @02 ,2as well as the years ended December 31, 2010, an

2009:
Year ended December 31
6 months ended Jun
30, 2012 2011 2010 2009

55-6.E 0.17 -6.E 5.25-6 5.54 -6
Expected life year: year: year: year:
Risk-free interest rates 0.7% -1.2% 0.03% -2.7%  1.7% -2.6% 1.7% -2.4%
Volatility 58% -6€% 55% -7%% 79% -8C% 75% -7%
Dividend yield 0% 0% 0% 0%

The following table sets forth the assumptions thate used in determining the fair value of warsaand options
granted to non-employees for the six month perimied June 30, 2012, as well as the years endedvibeces1, 2011,
2010 and 2009:

6 month period Year ended December 31
ended
June 30, 2012 2011 2010 2009
9.7 -1C
Expected life 2 -10 year 1-10 year year: 9-10 year
1.02% 2.65%

Risk-free interest rates 0.3% -1.41% 3.3% 3.01% 3.4% -3.5%
Volatility 47% -65% 53% -62% 87% 86% -91%
Dividend yield 0% 0% 0% 0%

The Company does not have sufficient historicat@ze data to provide a reasonable basis upon vibiebtimate
expected term. Accordingly, as to plain vanillaiops granted, the expected term was determined tisensimplified
method, which takes into consideration the opti@a'stractual life and the vesting periods (for manployees, the
expected term is equal to the option’s contradifegl

The Company estimates its forfeiture rate baseisa@mployment termination history, and will contato evaluate the
adequacy of the forfeiture rate based on analystsnployee turnover behavior and other factors iffam-employees the
forfeiture rate is nil). The annual risk-free ratee based on the yield rates of zero coupon ndexitinked U.S. Federal
Reserve treasury bonds as both the exercise pritéha share price are in dollar terms. The Comigaexpected
volatility is derived from a blended volatility, bad on its historical data and that of a peer gafypublic companies.

10. As of June 30, 2012, the total unrecognizedpsareation cost on employee and non-employee siutangs,
related to unvested stock-based compensation, aettmapproximately $2,745 thousand. This coskjsected
to be recognized over a weightaderage period of approximately 1.96 years. Thigeeted cost does not inclu
the impact of any future stock-based compensatiaras.

The following table summarizes the allocation détshare-based compensation expense in the Cdatali Statements
of Operations:

Year ended December 31

6 months ended
June 30, 2012 2011 2010 2009

($ in thousands)

Revenue $ 68 $ — $ — 3 =
Cost of revenues 35 35C 16C 49
Research and development 20¢€ 267 53€ 35€
Sales and marketing 181 431 55 92
General and administrative 1,45¢ 8,542 86¢ 65

$ 1942 $ 959C $ 162( $ 562
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The Company recorded $62 thousand of share-baseplestsation 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@El, the Company issued 18,785 shares of comrok.sthe
Company issued a stock certificate in the naméeptaintiff for such shares for the Company tadhaltrust
pending consummation of the settlement terms utigesettlement agreement. On June 10, 2012, bdikpagreed
to amend the settlement agreement to provide llea€ompany would pay $24 thousand rather than issushares.
Whereas the shares were never released to théifjlaind both parties agreed to cancel the shargficate
evidencing the shares, the Company cancelled treslkand recorded $21 thousand as a deductiorefyoity. The
difference was recorded as “General and adminiggralbased on the cash amount paid net of thevedire of the
cancelled shares as of 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 exepcise of $1.80 per share in a private placememis&action. See Note
6.

NOTE 11 — TAXES ON INCOME
a. Tax laws applicable to the Company and its suldiaries
Taxation in the United States
InspireMD, Inc. is taxed under U.S. tax laws.
Taxation in Israel
InspireMD Ltd. is taxed under the Israeli IncomexTrdinance.

On December 6, 2011, the “Tax Burden Distributi@wt Legislation Amendment (2011) was publishedhia t
Official Gazette. Under this law, the previouslyegpved gradual decrease in the corporate tax rasecancelled.
The Corporate tax rate will increase to 25% begigr012.

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 tax rate of 12.075%.

b. Tax benefits under the Law for the Encouragementf Capital Investments, 1959 (the “Law”):

1. InspireMD Ltd. has been granted a “Beneficianydeprises” status under the Investment Law inclgddmendment No.
60 thereof, which became effective in April 2005.

The tax benefits derived from any such Beneficlamyerprise relate only to taxable profits attritiésto the specific
program of investment to which the status was gnt

The main benefit, to which InspireMD Ltd. is ergd| conditional upon the fulfilling of certain cdtidns stipulated
by the above law, is a two-year exemption and tiveight years of reduced tax rate of 10% to 258tftax on
income derived from their production facilitieslgrael. The tax benefit period is twelve years frithia years of
implementation.

The tax-exempt income attributable to the “BeneafigiEnterprises” can be distributed to shareholdétsout
imposing tax liability on the Company only upon tt@mplete liquidation of the Company. In the evefra
distribution of such tax-exempt income as a castdeind in a manner other than in the complete digtion of the
Company, the Company will be required to pay tathatrate of 10% to 25% on the amount distribukecddition,
these dividends will be subject to 15% withholdiag.
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Should InspireMD Ltd. derive income from sourcdseotthan the “Beneficiary Enterprises” during ttegipd of
benefits, such income shall be taxable at the eegurporate tax rate.

2. Conditions for entitlement to the benefits

The entitlement to the above benefits is conditiopan InspireMD Ltd. fulfilling the conditions gtillated by the
law, regulations published thereunder and theunsénts of approval for the specific investmentapproved assets.
In the event of failure to comply with these corudis, the benefits may be cancelled InspireMD htdy be

required to refund the amount of the benefits, ol® or in part, with the addition of interest.

3. Amendment of the Law for the Encouragement gfiadinvestments, 1959

The Israeli Law for Encouragement of Capital Inugstts, 1959 was amended as part of the EconomizyRa@w
for the years 2011 — 2012, which was passed iKitesset (the Israeli parliament) on December 2902The
amendment became effective as of January 1, 2011.

The amendment set alternative benefit tracks tottes then in place, as follows: (i) an investnggants track
designed for enterprises located in national depraknt zone A and (ii) two new tax benefits tradks preferred
enterprises and for special preferred enterprisdsh provide for application of a unified taxedb all preferred
income of the company, as defined in the amendment.

The tax rates at company level, under the law, \asr®llows:

Development Other Areas in
Years Zone A Israel
“Preferred enterprise”
2011 - 2012 1C% 15%
2013 - 2014 7% 12.5%
2015 and thereafter 6% 12%
“Special Preferred Enterprise” commencing 2011 5% 8%

The benefits granted to the preferred enterprisse w0 be unlimited in time, unlike the benefitarged to special
preferred enterprises, which were to be limitedafgeriod of 10 years. The benefits were to betgdato companies
that qualified under criteria set in the amendmmntthe most part, those criteria were similattte criteria that
were set in the law prior to its amendment.

Under the transitional provisions of the amendmentisraeli company was allowed to continue to ettje tax
benefits available under the law prior to its anreadt until the end of the period of benefits, aéngel in the law.
The company was allowed to set the “year of elettim later than tax year 2012, provided that theimum
qualifying investment commenced not later thanethé of 2010. On each year during the period of fisnéhe
company would have been able to opt for applicadiothe amendment, thereby making available tdfitee tax
rates above. Company’s opting for application ef2mendment was irrecoverable.

c. Carry forward tax losses

As of June 30, 2012, InspireMD Ltd. had a net céorward tax loss of approximately $18 million. Uardsraeli tax
laws, the carry forward tax losses can be utilinefinitely. InspireMD, Inc. had a net carry fomsldax loss of
approximately $10 million. Under U.S. tax laws,piteMD, Inc.’s tax losses can be utilized two ydaask and
twenty years forward. InspireMD, Inc.'s carry fordidax losses will begin to expire on June 30, 2031

d. Tax assessments

The Company and its subsidiaries have not beesssddéor tax purposes since incorporation.
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e. Loss before income taxes

The components of loss before income taxes arellasvé:

6 month period Year ended December 31
ended
June 30, 2012 2011 2010 2009

($ in thousands)

Profit (loss) before taxes on

income:

InspireMD, Inc. $ (2,226 $ (7,029 $ — $ —
InspireMD Ltd. (4,814 (7,636 (3,11% (2,629
InspireMD GmbH 9) 2 (25¢) (53

$ (7,049  $(1466) $ (3,379 $ (2,67))

Current taxes on income

Tax expenses in the amount of $32 thousand fosithmonth period ended June 30, 2012, and $2,i$¥sand and
$47 thousand for the years ended December 31, 2010, and 2009, respectively, are related to né&-U.
operations.

Following is a reconciliation of the theoreticak xpense, assuming all income were taxed at thdaetax rates
applicable to the Company in the U.S. (see c ab@re) the actual tax expense:

6 month period Year ended December 31
ended
June 30, 2012 2011 2010 2009

(% in thousands)

Loss before taxes on income, as
reported in the statements of

operations $ 7,04¢ $14,66: $ 3,37 $ 2,677
Theoretical tax benefit (2,397) (4,98%) (1,149 (910)
Increase in tax benefit resulting frc

permanent differences 862 601 431 92

Increase (decrease) in taxes on
income resulting from the
computation of deferred taxes a
rate which is different from the

theoretical rate (11€) 62 24
Increase (decrease) in uncertain ti
positions — net (60) 30 30

Decrease in theoretical tax benefit
resulting from subsidiaries

different tax rate 434 1,38¢ 304 214

Change in corporate tax rates, set
above (54%) — 481
Change in valuation allowance 1,13¢ 3,72 367 11€
$ 32 $ 2 $ 471 3 47
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As of June 30, 2012, as well as December 31, 22010 and 2009, the Company determined that it ware ikely
than not that the benefit of the operating lossesl&vnot be realized and consequently, managenoeiciuded that
full valuation allowances should be establishedrdimg the Company’s deferred tax assets.

The changes in the valuation allowance for thersixth period ended June 30, 2012 and years endezhiber 31,
2011 and 2010 were as follows:

6 month period Year ended December 31
ended
June 30, 2012 2011 2010 2009

($ in thousands)

Balance at the beginning of the yi $ 6,91¢ $ 3,19¢ $ 2,82¢ $ 2,71
Changes during the year 1,132 3,72 367 11€
Balance at the end of the year $ 805( $ 6,91¢ $ 3,19¢ $ 2,82¢

f. Accounting for Uncertain Tax position

Following is a reconciliation of the total amounfshe Company’s unrecognized tax benefits durfrggdix month
period ended June 30, 2012, as well as the yedesdldDecember 31, 2011 and 2010:

6 month period Year ended December 31
ended
June 30, 2012 2011 2010 2009

($ in thousands)
Balance at beginning of perioc $ = $ 60 $ 3¢ % 0

Increase in unrecognized tax
benefits as a result of tax
positions taken during the
year 3C 30

Decrease in unrecognized tax
benefits as a result of tax
positions taken during a pric
year (60)

Balance at end of period $ — $ — $ 60 $ 30

All of the above amounts of unrecognized tax bésefould affect the effective tax rate if recogmize

A summary of open tax years by major jurisdictispiesented below:

Jurisdiction Years

u.s. 2008 - 2011
Israel 2006 - 2011
Germany 2008 - 2011

The Company and its subsidiaries applied for a gbani 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 31

June 30, 2012 2011 2010

($ in thousands)

Short-term:
Allowance for doubtful accounts $ 54 $ 37 % 36
Provision for vacation and recreation pay 70 68 38
124 10€ 74
Long-term:
R&D expenses 74€ 522 531
Convertible debenture (1,257)
Non cash issuance costs 89
Share-based compensation 693 27¢€
Carry forward tax losses 7,631 6,00(C 2,582
Accrued severance pay, het 18 14 9
7,92¢ 6,81z 3,122
Less — valuation allowance (8,050) (6,91¢) (3,19¢)
$ — $ — $ —

NOTE 12 — SUPPLEMENTARY FINANCIAL STATEMENT INFORM ATION

Balance sheets:

a. Accounts receivable:

December 31,

June 30, 2012 2011 2010

($ in thousands)

1) Trade:
Open accounts $ 2,03¢ $ 2,42¢ $ 99¢
Allowance for doubtful accounts (21%) (142) (14¢€)
$ 1,82 $ 2,28 $ 852
2) Other:
Due from government institutions $ 124 $ 68 $ 56
Advance payments to suppliers 11€ 32
Fund in respect of employee right upon
retirement 8
Miscellaneous 22 18 11
$ 264 $ 11¢ $ 75
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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 Year ended December 31
ended
June 30, 2012 2011 2010 2009

($ in thousands)

Balance at beginning of peric $ 142 $ 14¢ $ 6 $ 6
Additions during the period 78 14C

Exchange rate differences (5) (4)

Balance at end of period $ 21t $ 14z $ 14€  $ 6

b. Inventories:

December 31,

June 30, 2012 2011 2010

($ in thousands)

Finished goods $ 47¢ % 741 $ 957
Work in process 1,11¢ 1,04« 572
Raw materials and supplies 15C 27¢€ 174

$ 1,74¢  $ 2,061 % 1,70¢

As of June 30, 2012, the Company recorded a pavigr 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 yeated
December 31, 2011 and 2010, are as follows:

6 month period Year ended December 31,
ended
June 30, 2012 2011 2010 2009

($ in thousands)

Balance at beginning of perioc $ 11C $ 371 $ 109 $ 1,42
Costs of revenues deferred

during the period 20 11C 32¢ 421
Costs of revenues recognized

during the period (67) (371) (1,049 (757)
Balance at end of period $ 63 $ 11C $ 371 $ 1,09t

As of June 30, 2012, December 31, 2011 and 20%@ntory on consignment included an amount of $6&sand, $110
thousand and $371 thousand, respectively, relatpdoducts sales for which product returns couldogoreliably
estimated, with the remainder relating to prodsetes for which returns were reliably estimated.
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d. Accounts payable and accruals — other:

December 31

June 30, 2012 2011 2010

(% in thousands)

Employees and employee institutions $ 43t $ 37¢ % 37t
Accrued vacation and recreation pay 272 271 147
Accrued clinical trials expenses 607 124 35
Provision for sales commissions 194 218 36
Accrued expenses 1,197 93( 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
$ 292t % 2217 % 1,50¢

e. Deferred revenues

The changes in deferred revenues during the sixtmmmeriod ending June 30, 2012, and the years ebdedmber
31, 2011 and 2010 are as follows:

6 month period Year ended December 31
ended
June 30, 2012 2011 2010 2009

($ in thousands)

Balance at beginning of perioc $ = $ 39¢ $ 197t $ 2,48
Revenue deferred during the

period 25 32C 61€
Revenue recognized during tk

period (15 (39¢) (1,897 (1,129
Balance at end of period $ 10 $ — $ 39¢ $ 1,97¢

Statements of Operation:

f. Financial expenses (income), net:

6 month period Year ended December 31
ended
June 30, 2012 2011 2010 2009

($ in thousands)

Bank commissions $ 30 $ 63 $ 83 $ 18
Interest income (©)] (36) Q) (0]
Exchange rate differences (40) 177 (33 30
Interest expense (including de

issuance costs) 1,23z 73C 10& 221
Change in fair value of warrar

and embedded derivatives (1,3279)

Redemption of beneficial
conversion feature of
convertible loan (30¢)

$ (109 $ 934 $ 154 $ (40
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The Company operates in one operating segment.
Disaggregated financial data is provided belowodlews:
(1) Revenues by geographic area and
(2) Revenues from principal customers.

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

6 month period Year ended December 31

ended
June 30, 2012 2011 2010 2009
($ in thousands)
Russia $ 45z $ 36C $ 12 % 203
Germany 28¢ 29¢ 507 191
India 12C 1,08: — —
Israel 6C 73C 11¢ —
Italy 17¢ 313 39C 66¢
Cyprus 1C 60 7 337
Pakistan — 5 19z 477
Poland 14C 26¢ 1,44¢ —
Other 82t 2,881 2,27¢ 1,53t
$ 2,077 $ 6,00¢ $ 494¢ % 3,411

By principal customers:

6 month period Year ended December 31

ended

June 30, 2012 2011 2010 2009
Customer A 22% 6% —% 6%
Customer B 14% 5% 10% 6%
Customer C 6% 18% —% —%
Customer D 3% 12% 2% —%
Customer E 9% 5% 8% 2%
Customer F —% 1% —% 1C%
Customer G —% —% 4% 14%
Customer H % 4% 2% —%

All tangible long lived assets are located in I&rae
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Six month period ended June 30,

2012 2011 (unaudited

($ in thousands)

Operating Data:

Revenues $ 2,071 $ 2,72¢
Cost of revenues 1,37 1,53¢
Gross Profit 694 1,187
Operating expenses:
Research and development 2,607 1,09:
Selling and marketing 1,24¢ 1,04¢

General and administrative (including $1,454 andé @9share-based
compensation for the six month periods ended JOn8@L2 and 2011,

respectively) 3,99¢ 2,391
Total operating expenses 7,852 4,52¢
Loss from operations (7,15¢) (3,349
Financial expenses (income), net (109) 787
Loss before income taxes (7,049 (4,129
Tax expenses 32 20
Net loss $ (7,080 $ (4,149
Net loss per shar basic and diluted $ 0.10 $ (0.079)
Weighted average number of ordinary shares usednrputing net loss per
share — basic and diluted 68,176,88 57,312,94
Cash Flow Data:
Net cash used by operating activit $ (4369 $ (1,786
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 casiaémts 8
Net increase in cash and cash equival $ 519 $ 7,43¢

NOTE 15 — SUBSEQUENT EVENTS:

On August 20, 2012, the Company announced thatlé-cemter randomized trial of its MGuaf#f' embolic protection stent
demonstrated a positive outcome in treating patisaffering heart attacks when compared to comegrepproved bare
metal or drug-eluting stents.

On August 1, 2012, the Company'’s board of direcssged a consultant options with certain perforreazonditions to
purchase 200,000 shares of common stock at anisegnice of $1.18 per share, the closing pricthefcommon stock on
the date of grant.

On August 27, 2012, the Company’s board of direcissued a member of the immediate family of th©@igtions to
purchase 243,483 shares of common stock at anisagnice of $1.45 per share, the closing prictefcommon stock on
the date of grant.

On August 27, 2012, the Company's board of direcpproved the extension of 121,740 options preWogranted to a
member of the immediate family of the CEO. Follogvthe extension, the options can be exercised 8apitember 30,
2014.
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Note 16 — REVERSE STOCK SPLIT (Unaudited)

On October 25, 2012, the Company’s board of dirscapproved a one-for-four reverse stock splitraeoto comply with
the listing requirements of Nasdag Capital Marksetch reverse stock split would immediately increaseCompany’s
stock price and reduce the number of shares of amrstock outstanding, which may affect the liquidif the Company’s
common stock. The reverse stock split will be dffecimmediately following the effectiveness of tBempany’s S-1
registration statement.

The tables below give effect to the anticipated-fumefour reverse stock split:
June 30, 2012

Actual As adjusted
Shares Authorized 125,000,00 125,000,00
Shares issued and outstanding 68,160,16 17,040,04
Six Months Year Ended December 31,
Ended June 30,
2012 2011 2010 2009

(amounts in thousands, except share and per sheg d
Net loss $ (7,08) $ (1466) $ (3420 $ (2,729
Basic and diluted loss per common shar $ 0.10 $ 029 $ 0.09) $ (0.06)

Basic and diluted common shares

outstanding 68,176,88 61,439,70 49,234,52 47,658,85
As adjusted basic and diluted loss per

common share $ 0.42) % 0.95 $ (0.2¢) $ (0.23)
As adjusted basic and diluted common

shares outstanding 17,044,22 15,359,92 12,308,63 11,914,71
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September 30, June 30,
2012 2012
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 8,297 $ 10,28
Restricted cash 37 37
Accounts receivable:
Trade, net 1,07¢ 1,82¢
Other 40¢ 264
Prepaid expenses 56 93
Inventory:
On hand 2,07¢ 1,74¢
On consignment 22 63
Total current assets 11,97« 14,30¢
PROPERTY, PLANT AND EQUIPMENT, net of accumulated
depreciation and amortization 462 462
OTHER NON-CURRENT ASSETS:
Deferred debt issuance costs 874 961
Funds in respect of employees rights upon retirémen 304 282
Total other non-current assets 1,17¢ 1,24z
Total assets $ 1361 $ 16,01«

The accompanying notes are an integral part of theondensed consolidated financial statements.
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September 30, June 30,
2012 2012
LIABILITIES AND EQUITY (CAPITAL DEFICIENCY)
CURRENT LIABILITIES:
Accounts payable and accruals:
Trade $ 55¢ $ 441
Other 2,62¢ 2,92¢
Advanced payment from customers 16¢ 174
Deferred revenues 10 10
Total current liabilities 3,36: 3,55(
LONG-TERM LIABILITIES:
Liability for employees rights upon retirement 394 354
Convertible loan 5,63¢ 5,01¢
Contingently redeemable warrants 4,97¢ 1,70¢
Total long-term liabilities 11,00¢ 7,07¢
Total liabilities 14,37: 10,62¢
EQUITY (CAPITAL DEFICIENCY):
Common stock, par value $0.0001 per share; 125)00Ghares authorizec
68,596,903 and 68,160,161 shares issued and aditsgeat September 3
2012 and June 30, 2012. 7 7
Additional paid-in capital 50,46¢ 49,10:
Accumulated deficit (51,22 (43,727
Total equity (capital deficiency) (75€) 5,38¢
Total liabilities and equity $ 13,61¢ $ 16,01«

The accompanying notes are an integral part of theondensed consolidated financial statements.
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(U.S. dollars in thousands, except share and @eestata)

Three months ended
September 30,

2012 2011

REVENUES $ 50¢ $ 1,98¢
COST OF REVENUES 23C 801
GROSS PROFIT 27¢ 1,18¢
OPERATING EXPENSES:

Research and development 94¢ 547

Selling and marketing 402 30z

General and administrative 2,212 2,48¢

Total operating expenses 3,56( 3,33t
LOSS FROM OPERATIONS (3,28)) (2,150
FINANCIAL EXPENSES, net:

Interest on convertible loan and revaluation of @wently redeemable

warrants 4,217

Other financial expenses 5 10¢
LOSS BEFORE TAX EXPENSES (7,499 (2,25¢)
TAX EXPENSES 7 25
NET LOSS $ (7,50¢) % (2,287)
NET LOSS PER SHARE - basic and diluted $ 0.1) ¢ (0.09
WEIGHTED AVERAGE NUMBER OF SHARES OF COMMON

STOCK USED IN COMPUTING NET LOSS PER SHARE - basicand

diluted 68,296,94 64,300,68

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(U.S. dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

Adjustments required to reconcile net loss to mshaused in operating
activities:

Depreciation and amortization of property, plard aguipment
Change in liability for employees right upon retirent
Financial expenses (income)

Share-based compensation expenses

Loss on amounts funded in respect of employeegighon retirement, ne

Changes in operating asset and liability items:
Decrease (increase) in prepaid expenses
Decrease (increase) in trade receivables
Decrease (increase) in other receivables
Decrease (increase) in inventory on consignment
Increase in inventory on hand
Increase (decrease) in trade payables
(Increase) in other payables and advance paynantdustomers
Net cash (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease in restricted cash
Purchase of property, plant and equipment
Amounts funded in respect of employee rights umdinement
Net cash provided by (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Exercise of options and warrants
Repayment of long-term loan
Net cash provided by financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS

DECREASE IN CASH AND CASH EQUIVALENTS

BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F

THE PERIOD

BALANCE OF CASH AND CASH EQUIVALENTS AT END OF THE
PERIOD

Purchasing of property, plant and equipment oniteetl in consideration of

share-based payment

3 months ended

September 30,
2012 2011
$ (7,500 $ (2,289
34 14
40 (25)
3,98¢ 204
931 1,83¢
4
37 (32)
74¢€ (1,164
(1449 53
41 (20)
(332) (434)
11F (201)
(302) 19
(2,356) (2,06%)
30z
(35) (56)
(22 17
(57) 264
432 1,50(C
(93)
432 1,407
(6) (199)
(1,987 (585)
10,28¢ 8,07(
$ 8,29] $ 7,48~
$ 62

The accompanying notes are an integral part of theondensed consolidated financial statements.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
NOTE 1 — DESCRIPTION OF BUSINESS

InspireMD, Inc., formerly Saguaro Resources, Iftbe “Company”), a public company, is a Delawargoaation formed
on February 29, 2008. On March 28, 2011, the Comphanged its name to InspireMD, Inc. in connectigth a share
exchange transaction between the Company and é\pir_td., a limited company incorporated underlthes of the State
of Israel in April 2005.

The Company has had recurring losses and negatsleftows from operating activities and has sigaifit future
commitments. For the three months ended Septenfh@032, the Company had losses of approximately $ilion and
negative cash flows from operating activities gpregximately $2.4 million. Additionally, as of Septber 30, 2012, the
Company has a capital deficiency of $756,000. Tom@any’s management believes that its working ehp# of
September 30, 2012 of approximately $8.6 millioawdtl enable it to continue funding the negativehdémwvs from
operating activities until October 2013, when &sisr secured convertible debentures (the “2012v€xible Debentures”)
are subject to a noncontingent redemption optiah¢buld require the Company to make a paymeni8f3million,
including accrued interest. Since the Company especcontinue incurring negative cash flows frope@tions and in light
of the cash requirement in connection with the 20bRvertible Debentures, there is substantial dabbtt the Company’'s
ability to continue operating as a going concetmede financial statements include no adjustmeritseofalues of assets
and liabilities and the classification thereofaify, that will apply if the Company is unable totioue operating as a going
concern.

The Company will need to raise further capitalanhs future point in time, through the sale of add#l equity securities or
debt. The Company'’s future capital requirementsthrdadequacy of the Company’s available fundsdepend on many
factors, including the Company’s ability to sucdalig commercialize the Company’s MGual¥f products, development of
future products, competing technological and madestlopments, and the need to enter into collalbmwith other
companies or acquire other companies or technadgienhance or complement the Company’s prodfetings.

However, the Company may be unable to raise seffi@dditional capital when the Company needs\iithr favorable
terms. The terms of any securities issued by thagay in future financings may be more favorabledw investors, and
may include preferences, superior voting rights thiedssuance of warrants or other derivative sgesirwhich may have a
further dilutive effect on the holders of any oét@ompany’s securities then outstanding. If the @amy is unable to obtain
adequate funds on reasonable terms, the Compahyesill to curtail operations significantly, inclngipossibly postponing
or halting the Company’s Unites States of Amerith%.”) Food and Drug Administration clinical trabr entering into
financing agreements with unattractive terms.

NOTE 2 — BASIS OF PRESENTATION

The accompanying unaudited consolidated finant@éments have been prepared on the same bakis asrual
consolidated financial statements. In the opinibmanagement, the financial statements refleadjlistments, which
include only normal recurring adjustments, necgsgapresent fairly the financial position and s of operations of the
Company. These consolidated financial statemertshates thereto are unaudited and should be rezmhjonction with
the Company’s audited financial statements forsikenonth period ended June 30, 2012, as founiderCompany’s
Transition Report on Form 10-KT, filed with the 8dties and Exchange Commission on September 112.2lhe balance
sheet for June 30, 2012 was derived from the Cowipaudited financial statements for the six mooehiod ended June
30, 2012. The results of operations for the threatits ended September 30, 2012 are not necessaliitative of results
that could be expected for the entire fiscal year.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
NOTE 3 — EQUITY:

On August 1, 2012, the Company’s board of direcigsged to a consultant options with certain mackeiditions to
purchase 200,000 shares of common stock at anieegnice of $1.18 per share, the closing prickhefcommon stock on
the date of grant.

On August 27, 2012, the Company’s board of direcisgsued to a member of the immediate family of@E® options to
purchase 243,483 shares of common stock at anisegnice of $1.45 per share, the closing pricthefcommon stock on
the date of grant. See Note 8.

On August 27, 2012, the Company’s board of direcémproved the extension of 121,740 options prelyogranted to a
member of the immediate family of the CEO. The aptiwere supposed to expire on October 2, 201hwioly the
extension, the options can be exercised until Sapee 30, 2014.

During the three months ended September 30, 2B8&2Zompany issued a total of 436,742 shares obitemon stock in
connection with the exercise of 436,742 optionswadants. The Company received aggregate caskeguleequal to
approximately $432,000 in connection with such eises.

Basic and diluted net loss per share is computedivigling the net loss for the period by the weahaverage number of
ordinary shares outstanding during the period. ddieulation of diluted net loss per share exclyatgential ordinary shares
as the effect is anti-dilutive. Potential ordinahares are comprised of incremental ordinary shsseable upon the
exercise of share options, warrants and convetiiales.

For the three month periods ended September 3@, &8d 2011, all ordinary shares underlying outstandptions,
warrants and convertible loans have been excluded the calculation of the diluted loss per shameestheir effect was
anti-dilutive. The total number of ordinary sharekted to outstanding options, warrants and cdibledoans excluded
from the calculations of diluted loss per shareen&2,190,854 and 17,122,793 for the three montlogeended September
30, 2012 and 2011, respectively.

NOTE 4 — FAIR VALUE MEASURMENT:

a. Financial Assets and Liabilities Measured at FaiValue. The Company measures fair value and disclosesdhie
measurements for financial assets and liabilifi@d value is based on the price that would beivedeto sell an asset or
paid to transfer a liability in an orderly transantbetween market participants at the measuredsget

The accounting standard establishes a fair valmtuhy that prioritizes observable and unobseevedguts used to
measure fair value into three broad levels, whiehd@scribed below:

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

Level 2: Observable prices that are based on inprttguoted on active markets, but corroboratethhyket data.

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

NOTE 4 — FAIR VALUE MEASURMENT: — (continued)

The following table summarizes the balances fos¢hfinancial liabilities where fair value measuretsere
estimated utilizing Level 2 and Level 3 inputs:

September 3( June 30
Level 2012 2012

($ in thousands)
2012 Warrants at fair value 2 $ 497¢ $ 1,70¢
Embedded derivative 3 — 48
$ 497¢ $ 1,75¢

The following table summarizes the activity for sledinancial liabilities where fair value measureitsere
estimated utilizing Level 3 inputs:

Embedded
Derivative

(% in thousands)

Balance as of July 1, 2012 $ 49
Total losses (gains) (realized and unrealizedctuded in earnings — financial

expenses, net (49)
Balance as of September 30, 2012 $ —

Level 3 liabilities include an embedded derivatiglated to the Company’s 2012 Convertible Debesturbe
Company values the Level 3 embedded derivativegusiminternally developed valuation model, whogrita
include recovery rates, credit spreads, stock griaed volatilities, as described below.

The fair value of the warrants included in Leveé$ 2stimated using the Black Scholes model.

In calculating the fair value of warrants at Sefdten0, 2012, the Company used the following assiomg
expected term of 4.52 years; expected volatilitg@0%,; risk-free interest rate of 0.54%; and divid yield of 0%.

b. Financial Assets and Liabilities Not Measured Uag Fair Value Method

The carrying amounts of financial instruments ideld in working capital approximate their fair vakither because
these amounts are presented at fair value or dine teelatively short-term maturities of such iostents. If
measured at fair value in the financial statemehese financial instruments would be classifietlesel 3 in the

fair value hierarchy. The carrying amount of thex@@any’s other financial long-term assets approxentiageir fair
value.

The fair value of the Company’s 2012 ConvertibldBtures approximates the carrying amount (aftesidering
the beneficial conversion feature). If measurefhiatvalue in the financial statements, these faannstruments
would be classified as Level 3 in the fair valuerarchy.
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NOTE 5 — INVENTORY ON HAND:

Finished goods
Work in process

Raw materials and supplies

NOTE 6 — ACCOUNTS PAYABLE AND ACCRUALS — OTHER:

Employees and employee institutions
Accrued vacation and recreation pay
Accrued clinical trial expenses
Provision for sales commissions
Accrued expenses

Due to government institutions
Provision for returns

Taxes payable

NOTE 7 — FINANCIAL EXPENSES, NET:

Bank commissions

Interest income

Exchange rate differences

Interest expense (including debt issuance costs)

Change in fair value of warrants and embedded dtvizs

NOTE 8 — RELATED PARTIES:

On July 2, 2012, effective August 1, 2012, Inspiizbd. (a wholly-owned subsidiary of the Compangjered into a
consultancy agreement (the “First Consultancy Agrea”) with a member of the immediate family of tBEO, pursuant to
which the consultant would be retained for salegises. Pursuant to the agreement, she would lieelrio a fixed fee of
$625 (2,500 NIS) for each full working day and abe fee up to $10,000 (40,000 NIS) upon 100% aehmnt of set

September 3C
June 30,
2012 2012

($ in thousands)

$ 75z $ 47¢
1,201 1,11¢
12¢ 15C

$ 2,07¢ $ 1,744

September 3C
June 30,
2012 2012

($ in thousands)

$ 44z $ 43¢
25€ 272

33¢ 607

18¢€ 194

1,25¢ 1,197

23 22

58 13¢

72 56

$ 262t $ 2,92¢

September 30,
2012 2011

($ in thousands)

$ 9 $ 8

©) (20)

5 108

98¢ 15
3,22t

$ 4,21¢ $ 10€

objectives. The First Consultancy Agreement wamitgated on September 30, 2012.

On August 27, 2012, InspireMD Ltd. entered int@gised consultancy agreement (the “Second Consyltagreement”)
with a member of the immediate family of the CEQrguant to which the consultant would be retairedéles and
marketing services. Pursuant to the agreemenissireitled to options to purchase 243,483 shafresrmmon stock at an
exercise price of $1.45 per share. The revisedeageat also extended to September 2014 the exelaieeon 121,740

options scheduled to expire upon the terminatiothefFirst Consultancy Agreement.
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(UNAUDITED)
NOTE 9 — COMMITMENT AND CONTINGENT LIABILITIES:

a. Commitment

In March 2010, the Company entered into a liceggeaanent to use a stent design (“MGuard Prithg). Pursuant
to the agreement, the licensor is entitled to recedyalty payments of 7% of net sales outsiddthiged States and,
for sales within the United States, royalty payrseat follows: 7% of net sales for the first $10,000 of net sales
and 10% of net sales for net sales exceeding $2M00.

On October 22, 2012, the Company, InspireMD Ltdl e licensor entered into the First Amendmertti¢ense
Agreement, which amended the license agreementided@above. Pursuant to the amendment, amongst oth
things, the licensor agreed to reduce the royaltgcbwith respect to sales of MGuard Priffeto 2.9% of all net
sales both inside and outside the U.S. in exch&org@ InspireMD Ltd. waiving $85,000 in regulagofees for the
CE Mark that are owed by the licensor to InspireMB., (ii) InspireMD Ltd. making full payment of yalties in the
amount of $205,587 due to the licensor as of Selpeer®0, 2012 and (iii) 860,000 shares of the Copsazommon
stock, that were valued at the closing price ofdhiamon stock on October 19, 2012 at $2.05 peesfide
consideration of the transaction is to be recoehtangible asset and In process research ardbpavent
expenses based on the MGuard PriMeegistration status in the various territories.

b. Litigation

In February 2011, representatives of a third padjcated that they intend to seek damages fronCtirapany in
connection with certain finders’ fees that theyirolare owed to them. The claimants’ demand wagproximately
$1 million. The claimants’ most recent settlemeerndnd, conveyed in April 2011, was for a total 25&,000 in
cash and 250,000 shares of the Company’s commok. sto date, no lawsuit has been filed and the Gomhas
not accrued an expense in connection with thisenhtticause the Company’s management, after comgjdae
views of its legal counsel as well as other factarsf the opinion that a loss to the Companyeisher probable nor
in an amount or range of loss that is estimable.

In February 2011, a service provider submittecainthgainst the Company in the amount of $327,600e
Magistrate’s Court in Tel Aviv, claiming a futuraccess fee and commission for assistance in fintieg
Company’s distributor in Brazil. The Company’s mgement, after considering the views of its legalresel as well
as other factors, recorded a provision of $327j8008e financial statements in the first quarte@11. The related
expense has been recorded to “General and adratiistrwithin the Consolidated Statements of Operst On
October 5, 2011, the Company filed a counter clagrainst the plaintiff in the amount of $29,000.

In August 2011, a former senior employee submitbettie Regional Labor Court in Tel Aviv a claim ags the
Company for (i) compensation of $118,000 and (iealaratory ruling that he is entitled to exerc86,966 options
to purchase shares of the Company’s common staek exercise price of $0.001 per share, of whighl &L
options were not disputed by the Company. On Octdbe2012, the former senior employee exercisetitdl
options. After considering the views of its legaliosel as well as other factors, the Company’s gemant is of the
opinion that a loss to the Company is neither pot#gbaor in an amount or range of loss that is esie

In November 2011, a previous service provider splreMD Ltd. submitted to the Magistrate Court iel Rviv a
claim against the Company, InspireMD Ltd. and tleenpany’s then President and the Company’s CEO for a
declaratory ruling that it is entitled to conveptions to purchase 13,650 of InspireMD Ltd.’s oetinshares at an
exercise price of $3.67 per share into optionauteipase 110,785 shares of the Company’s commok atan
exercise price of $0.45 per share, and to convert
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NOTE 9 — COMMITMENT AND CONTINGENT LIABILITIES: —  (continued)

options to purchase 4,816 of InspireMD Ltd.’s oedinshares at an exercise price of $10 per shar@ptions to
purchase 39,087 shares of the Company’s commok at@n exercise price of $1.23 per share. On32012,
the parties held a mediation which resulted intdesaent agreement according to which the Compaiy $7,000
plus value added taxes to the plaintiff and théngifawaived all of his claims to any options aadreed to the
irrevocable dismissal of the above mentioned cl&mAugust 5, 2012, the court approved the setthtmed
dismissed the claim.

In December 2011, a statement of claim againsCtirapany was submitted by an alleged finder of tbmgany,
regarding 584,357 options to purchase the Compahyises. The Company filed its defense in this cagéarch
11, 2012. The Company and the plaintiff agreedferrthe case to mediation. After considering tiesvs of its legal
counsel as well as other factors, the Company’sagament is of the opinion that a loss to the Comjgneither
probable nor in an amount or range of loss thasisnable.

In July 2012, a purported assignee of options épireMD Ltd. submitted a statement of claim agaihstCompany,
InspireMD Ltd., and the Company’s CEO and formeggtent for a declaratory and enforcement orderitha
entitled to options to purchase 334,546 shareseoCompany’s common stock at an exercise pric® dfper
share. After considering the views of its legalmsel as well as other factors, the Company’s manageis of the
opinion that a loss to the Company is neither etquenor in an amount or range of loss that is edilm

c. Liens and pledges

As of September 30, 2012, the Company had fixet laggregating $37,000 to bank Mizrahi and banklien
connection with the Company’s credit cards.

The Company’s obligations under the 2012 Convextibbentures are secured by a first priority péefésecurity
interest in all of the assets and properties ofdbmpany and InspireMD Ltd., including the stocKrefpireMD Ltd.
and InspireMD GmbH.

NOTE 10 — ENTITY WIDE DISCLOSURE:
The Company operates in one reportable segment.
Disaggregated financial data is provided belowodlews:
(1) Revenues by geographic area and
(2) Revenues from principal customers.

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

3 months ended
September 30,

2012 2011

($ in thousands)

Spain $ 101 $ 23¢
Israel 75 124
South Africa 57 11F
Argentina 6 234
Brazil 5 204
Other 26t 1,07¢

$ 50¢ $ 1,98¢
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NOTE 10 — ENTITY WIDE DISCLOSURE: - (continued)

The following is a summary of revenues by principastomers:

3 months ended

September 30,
2012 2011
Customer A 2% 12%
Customer B 15% _6%
Customer C 11% _6%
Customer D _1% _12%
Customer E _1% _:LC%

All tangible long-lived assets are located in l&rae

NOTE 11 — SUBSEQUENT EVENTS:

During October 2012, the Company issued a total886,906 shares of its common stock in connedtitimthe exercise of
1,836,906 options and warrants. The Company redeiggregate cash proceeds equal to approximatéy, @0 in
connection with such exercises.
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PART Il

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 13. Other Expenses of Issuance and Distributio

The following table provides information regarditing various actual and anticipated expenses (titherunderwriters’
discounts) payable by us in connection with thaasse and distribution of the common stock beimistered hereby. All
amounts shown are estimates except the SecurititExechange Commission registration fee, FINRAlfee and NASDAQ
initial listing fee.

SEC registration fee $ 5,271.6(
FINRA filing fee $ 7,400.0(
NASDAQ initial listing fee $ 50,000.0
Legal fees and expenses $ 350,000.0
Accounting fees and expenses $ 50,000.0
Printing and engraving expenses $  25,000.0
Transfer agent and registrar fees and expenses $ 5,000.0(
Miscellaneous Fees and Expenses $ 82,328.41
Total $ 575,000.0

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 State of Delaware, as wenaag,indemnify any person who was or is a partis dhreatened to be made
a party to any threatened, pending or completedracduit or proceeding (other than a derivativiéoacby or in the right of the
corporation) by reason of the fact that such peisan was a director, officer, employee or agdrthe corporation, or is or was
serving at the request of the corporation as adireofficer, employee or agent of another enfegpragainst expenses
(including attorneys’ fees), judgments, fines antants paid in settlement actually and reasonatalyried by such person in
connection with such action, suit or proceedinguich person acted in good faith and in a manndr gerson reasonably
believed to be in or not opposed to the best isteref the corporation and, with respect to anmicral action or proceeding,
had no reasonable cause to believe such persamisicbwas unlawful. In the case of a derivativéoacta Delaware
corporation may indemnify any such person agaixgeeses (including attorneys’ fees) actually arasoaably incurred by
such person in connection with the defense orese&tht of such action or suit if such person aategbiod faith and in a manner
such person reasonably believed to be in or nobsgbto the best interests of the corporation, @xtat no indemnification
will be made in respect of any claim, issue or eradss to which such person will have been adjudgde liable to the
corporation unless and only to the extent thabart of Chancery of the State of Delaware or amgiocourt in which such
action was brought determines such person is fairtyreasonably entitled to indemnity for such eses.

Our certificate of incorporation and bylaws provitat we will indemnify our directors, officers, efoyees and agents to
the extent and in the manner permitted by the gions of the General Corporation Law of the St&teelaware, as amended
from time to time, subject to any permissible exgan or limitation of such indemnification, as mag set forth in any
stockholders’ or directors’ resolution or by cootradny repeal or modification of these provisi@pproved by our
stockholders will be prospective only and will malversely affect any limitation on the liability afiy of our directors or
officers existing as of the time of such repeaiadification.

We are also permitted to apply for insurance oralfeif any director, officer, employee or other agfor liability arising
out of his actions, whether or not the General Gpon Law of the State of Delaware would permédmnification.
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Item 15. Recent Sales of Unregistered Securities.

The share and per share amounts set forth beldectétie anticipated one-for-four reverse stockt splour common stock
that is expected to occur the day immediately foitg the effectiveness of this registration stateine

On March 31, 2011, pursuant to a share exchangeagnt, we issued 11,617,976 shares of common &tasktain
shareholders of InspireMD Ltd. in exchange for 94 af the issued and outstanding capital stock spileMD Ltd. Separately,
we issued 1,048,689 shares of common stock teethaining shareholders of InspireMD Ltd. in exchafayehe remaining
8.3% of the issued and outstanding capital stodksgireMD Ltd. In addition, in connection with tkbare exchange
agreement, we (i) assumed three year warrantsrahase up to 125,000 ordinary shares of InspireNtD &t an exercise price
of $10 per share that were converted into newlyedsvarrants to purchase up to 253,625 sharesrafomamon stock at an
exercise price of $4.92 per share and (ii) opttonsurchase up to 937,256 ordinary shares of labflr Ltd. with a weighted
average exercise price of $4.35 that were convéntecbptions to purchase up to 1,901,692 sharesioEommon stock with a
weighted average exercise price of $2.16 per sfi&e securities issued in the above describedacaioss were not registered
under the Securities Act of 1933, as amended,esdleurities laws of any state, and were offereldsafd pursuant to the
exemption from registration under the Securities #%c1933, as amended, provided by either Reguié@iainder the Securities
Act of 1933, as amended, or Section 4(2) and R&gal® (Rule 506) under the Securities Act of 1988amended. Each of
the shareholders of InspireMD Ltd. who receivedsbaf our common stock in the above describedestiechange
transactions were either accredited investors¢finetl by Rule 501 under the Securities Act of 1@23amended) or not a
“U.S. person” (as that term is defined in Rule @@Regulation S) at the time of the share exchdrayesactions.

On March 31, 2011, we entered into a securitiestpage agreement with 30 accredited investors (asedeby Rule 501
under the Securities Act of 1933, as amended)upntso which we issued 1,613,501 shares of constawk and five-year
warrants to purchase up to 806,750 shares of constock at an exercise price of $7.20 per sharadgregate cash proceeds
of $9,013,404 and the cancellation of $667,596débtedness held by investors. The securitiesisdlds offering were not
registered under the Securities Act of 1933, asnaie, or the securities laws of any state, and wieeed and sold in reliance
on the exemption from registration under the Sé¢iesriAct of 1933, as amended, provided by Sect{@h d@nd Regulation D
(Rule 506) under the Securities Act of 1933, asrated.

On March 31, 2011, upon the consummation of the@lle@scribed private placement, we issued a fiee-y@rrant to
purchase up to 93,435 shares of common stock exencise price of $7.20 per share, to Palladiumit&afdvisors, LLC, our
placement agent in the private placement. The wawas not registered under the Securities Act9@3] as amended, or the
securities laws of any state, and was offered aldlis reliance on the exemption from registratédforded by Section 4(2) and
Regulation D (Rule 506) under the Securities Act@83, as amended, and corresponding provisiostatd securities laws,
which exempt transactions by an issuer not invgharpublic offering. Palladium Capital Advisors, Clwas an accredited
investor (as defined by Rule 501 under the Seesrifict of 1933, as amended) at the time of theafgiplacement.

On March 31, 2011, for work performed in connectigth the share exchange transactions and as lwamugensation, we
issued Craig Shore, our chief financial officeiGregary and treasurer, a five-year warrant to pasetup to 750 shares of
common stock at an exercise price of $7.20 persfdre warrant was not registered under the SeeuiAt of 1933, as
amended, or the securities laws of any state, argdoffered and sold in reliance on the exemptiomfregistration afforded by
Section 4(2) and Regulation D (Rule 506) underSgeurities Act of 1933, as amended, and correspgriiovisions of state
securities laws, which exempt transactions by smesnot involving a public offering. Craig Shorasian accredited investor
(as defined by Rule 501 under the Securities AA9H3, as amended) at the time of the issuandeeof/arrant.

On March 31, 2011, upon the consummation of theapgiplacement, we issued a five-year warrant toh@ase up to 1,667
shares of common stock at an exercise price o0§7e2 share, to Hermitage Capital Management, aut@mt. The warrant
was not registered under the Securities Act of 1883%amended, or the securities laws of any statbwas offered and sold in
reliance on the exemption from registration
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afforded by Section 4(2) under the Securities Acdt383, as amended, and corresponding provisiossaté securities laws,
which exempt transactions by an issuer not invgharpublic offering.

In consideration for financial consulting services, issued to The Benchmark Company, LLC, a coastla five-year
warrant to purchase up to 12,500 shares of comnoak at an exercise price of $6.00 per share. Téreamt was not registered
under the Securities Act of 1933, as amended,esdicurities laws of any state, and was offeredsattin reliance on the
exemption from registration afforded by Section)4@d Regulation D (Rule 506) under the Securhiesof 1933, as
amended, and corresponding provisions of stateitiesuaws, which exempt transactions by an issinvolving a public
offering.

On March 31, 2011, we issued five-year warranfsu@hase up to an aggregate of 625,000 sharesiohoa stock at an
exercise price of $6.00 per share, to Endicott Manzent Partners, LLC, The Corbran LLC and Daviddsigky, in
consideration for consulting services. Pursua@intagreement with us, of the total number of wasregssued, warrants to
purchase 208,125 shares of common stock were pla@strow, with the release of such warrants siltfethe fulfillment or
waiver of certain conditions. On November 16, 204, board of directors approved the release affathe warrants held in
escrow. The warrants were not registered undeBéuerities Act of 1933, as amended, or the seesriéiws of any state, and
were offered and sold in reliance on the exemgftiom registration afforded by Section 4(2) and Ration D (Rule 506)
under the Securities Act of 1933, as amended, arrdgponding provisions of state securities lawsctvexempt transactions
by an issuer not involving a public offering. EaxftfEndicott Management Partners, LLC, The Corbrh@ land David
Stefansky was an accredited investor (as defind@udg 501 under the Securities Act of 1933, as aleéhat the time of the
issuance of the warrant.

On April 18, 2011, we consummated a private placemdth an investor pursuant to which we sold 168,8hares of our
common stock and a five-year warrant to purchase &3,333 shares of common stock at an exercise pf $7.20 per share
for aggregate cash proceeds of $1,000,000. Theigeswsold in this offering were not registeredlanthe Securities Act of
1933, as amended, or the securities laws of atg, stad were offered and sold in reliance on tresrgtion from registration
under the Securities Act of 1933, as amended, geavby Section 4(2) and Regulation D (Rule 506)eurtide Securities Act of
1933, as amended. This investor was an accreditedtor (as defined by Rule 501 under the Secsi of 1933, as
amended) at the time of the private placement.

On April 18, 2011, we consummated a private placeméth 2 accredited investors (as defined by Fiilé under the
Securities Act of 1933, as amended), pursuant iohwhie sold 70,833 shares of our common stock ddka/ear warrant to
purchase 35,417 shares of our common stock atensise price of $7.20 per share, for aggregate pasteeds of $425,000.
The securities sold in this offering were not régisd under the Securities Act of 1933, as amenufettie securities laws of
any state, and were offered and sold in relianctherexemption from registration under the Seasifict of 1933, as
amended, provided by Section 4(2) and Regulati¢Rie 506) under the Securities Act of 1933, asrated.

On April 18, 2011, upon the consummation of thevabaescribed April 18, 2011 private placementsjsseed a five-year
warrant to purchase up to 14,250 shares of comnogk at an exercise price of $7.20 per share taiam Capital Advisors,
LLC, our placement agent in the April 18, 2011 ptevplacements. The warrant was not registeredr thde&ecurities Act of
1933, as amended, or the securities laws of ahg, stad was offered and sold in reliance on thengtien from registration
afforded by Section 4(2) and Regulation D (Rule)5@&ler the Securities Act of 1933, as amendedcangsponding
provisions of state securities laws, which exemgotgactions by an issuer not involving a publieoffg. Palladium Capital
Advisors, LLC was an accredited investor (as defing Rule 501 under the Securities Act of 1933rasnded) at the time of
the private placement.

On April 21, 2011, we consummated a private placegméth Mr. Reinder Hogeboom pursuant to which wkl 8,333
shares of our common stock and a five-year watmaptirchase 4,167 shares of our common stock exartise price of $7.20
per share, for aggregate cash proceeds of $50TG@0securities sold in this offering were not remisd under the Securities
Act of 1933, as amended, or the securities lavengfstate, and were offered and sold in reliancéherexemption from
registration under the Securities Act of
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1933, as amended, provided by Regulation S uneéeBéeurities Act of 1933, as amended. Reinder Hugahwas not a “U.S.
person” (as that term is defined in Rule 902 of R&gpn S) at the time of the private placement.

On January 4, 2011, we entered into a convertiida hgreement with our distributer in Israel, i@ &mount of $100,000.
On June 1, 2011, we issued 20,290 shares of comstnok to the lender upon conversion of the not@s€lsecurities were not
registered under the Securities Act of 1933, asaee, or the securities laws of any state, and wieged and sold in reliance
on the exemption from registration under the SéiesriAct of 1933, as amended, provided by Reguigiainder the Securities
Act of 1933, as amended. The lender was not a “pke&on” (as that term is defined in Rule 902 ofjiRation S) at the time of
the issuance.

On April 5, 2012, we issued senior secured corndlertiebentures in the original aggregate princpabunt of $11,702,128
and five-year warrants to purchase an aggrege88%B66 shares of our common stock at an exercise @f $7.20 per share
to certain accredited investors in a private plameintransaction. The securities sold in this offgnivere not registered under
the Securities Act of 1933, as amended, or thergesulaws of any state, and were offered and sotéliance on the
exemption from registration under the Securities #1933, as amended, provided by Section 4(2)Regulation D (Rule
506) under the Securities Act of 1933, as amended.

As consideration for serving as our placement ag@ntonnection with certain private placementsApnil 5, 2012 we
issued Palladium Capital Advisors, LLC a five-yaarrant to purchase up to 39,894 shares of comteak gt an exercise
price of $7.20 per share, Oppenheimer & Co. Irfeueayear warrant to purchase up to 28,268 shafresmmmon stock at an
exercise price of $7.20 per share and JMP Seautiti€ a five-year warrant to purchase up to 9,91arss of common stock at
an exercise price of $7.20 per share. These warreere not registered under the Securities AcB88las amended, or the
securities laws of any state, and were offeredsaidiin reliance on the exemption from registratifiorded by Section 4(2)
and Regulation D (Rule 506) under the SecuritiesoAd 933, as amended, and corresponding provisibetate securities
laws, which exempt transactions by an issuer nailuing a public offering. Each of Palladium Capitalvisors, LLC,
Oppenheimer & Co. Inc. and JMP Securities LLC wasecredited investor (as defined by Rule 501 utfteeSecurities Act of
1933, as amended) at the time of the private plaoém

On August 1, 2012, we issued options to purchagg080shares of our common stock to Redington, &g&consideration
for investor relations services. The securitiegésisto Redington, Inc. were not registered undeStcurities Act of 1933, as
amended, or the securities laws of any state, ard wffered and sold in reliance on the exemptiomfregistration under the
Securities Act of 1933, as amended, provided byi&ed(2) and Regulation D (Rule 506) under theugiées Act of 1933, as
amended.

On September 14, 2012, Pl Financial Corp. exercigatants to purchase 36,375 shares of our comiogRk for aggregate
consideration of $178,965. On September 17, 20lRinmAncial Corp. exercised warrants to purcha&%shares of our
common stock for aggregate consideration of $30,086September 20, 2012, PI Financial Corp. exedoigarrants to
purchase 15,000 shares of our common stock foreggtg consideration of $73,800. On September 24, 2 Financial
Corp. exercised warrants to purchase 15,000 sbé&s common stock for aggregate consideratiof7&,950.00. On October
1, 2012, PI Financial Corp. exercised warrantsuteipase 10,175 shares of our common stock for ggtgeonsideration of
$50,061.00. On October 5, 2012, PI Financial Cexercised warrants to purchase 32,500 shares @ooumon stock for
aggregate consideration of $159,900.00. On Octb®eP012, Pl Financial Corp. exercised warrangsutehase 48,821 shares
of our common stock for aggregate consideratio$24f0,196.86. On October 19, 2012, Pl Financial Cexprcised warrants to
purchase 19,000 shares of our common stock foreggge consideration of $93,480. On October 25, 2BILEinancial Corp.
exercised warrants to purchase 2,107 shares afosomon stock for aggregate consideration of $10,864se shares of
common stock were not registered under the Seesitct of 1933, as amended, or the securities ¢tdvasy state, and were
offered and sold in reliance on the exemption fregistration under the Securities Act of 1933, rmgrded, provided by
Section 4(2) and Regulation D (Rule 506) underSb&eurities Act of 1933, as amended.
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On October 22, 2012, we, InspireMD Ltd. and SvMlegical Systems Inc. entered into the First Amemnuine License
Agreement, which amended that certain License Agese between InspireMD Ltd. and Svelte dated Ma@&h2010, as
supplemented by that certain letter dated Marct2@%1, pursuant to which, amongst other things|t&Wedical Systems Inc.
agreed to reduce the royalty owed to Svelte Medgatems Inc. for sales of our MGuard Prime, whisbs Svelte Medical
Systems Inc.’s Svelte helical stent from 7% ofsaés of MGuard Prime outside of the United States7% of the first
$10,000,000 of net sales in the United States 86l df net sales in the United States above $10000o 2.9% of all net
sales both inside and outside the United Stategéhange for (i) InspireMD Ltd. waiving $85,000rggulatory fees for the CE
Mark that are owed by Svelte Medical Systems ladnspireMD Ltd., (ii) InspireMD Ltd. making fullgyment of all presently
owed royalties in the amount of $205,587 due tdt8\Medical Systems Inc. as of September 30, 20t(id) $1,763,000,
payable in 215,000 shares of our common stock viket valued at the closing price of our commoglstun October 19, 2012,
or $8.20 per share. The shares issued to Sveltéckle®lystems Inc. under this First Amendment okhige Agreement were
not registered under the Securities Act of 193&mesnded, or the securities laws of any statewaand offered and sold in
reliance on the exemption from registration affarthy Section 4(2) and Regulation D (Rule 506) uriderSecurities Act of
1933, as amended, and corresponding provisionsigf securities laws, which exempt transactionarbissuer not involving a
public offering. Svelte Medical Systems Inc. wasaanredited investor (as defined by Rule 501 utiieSecurities Act of
1933, as amended) at the time the shares weredféerd issued to Svelte Medical Systems Inc.
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Item 16. Exhibits and Financial Statement Schedules

Exhibit No. Description

1.1t Form of Underwriting Agreement

2.1 Share Exchange Agreement, dated as of Decemb&020, by and among InspireMD Ltd.,
Saguaro Resources, Inc., and the ShareholdersmiféVD Ltd. that are signatory thereto
(incorporated by reference to Exhibit 10.1 to SaguResources, Inc. Current Report on Form 8-
K filed with the Securities and Exchange CommissianJanuary 5, 2011)

2.2 Amendment to Share Exchange Agreement, dated Fgt24a2011 (incorporated by reference
to Exhibit 2.2 to Current Report on Fornk&filed with the Securities and Exchange Commis
on April 6, 2011)

2.3 Second Amendment to Share Exchange Agreement, Wteth 25, 2011 (incorporated by
reference to Exhibit 2.3 to Current Report on F8xi filed with the Securities and Exchange
Commission on April 6, 2011)

3.1 Amended and Restated Certificate of Incorporatinoofporated by reference to Exhibit 3.1 to
Current Report on Form 8-K filed with the Secustend Exchange Commission on April 1,
2011)

3.2 Amended and Restated Bylaws (incorporated by reéeréo Exhibit 3.2 to Current Report on
Form 8-K filed with the Securities and Exchange @ussion on April 1, 2011)

4.1* Form of Common Stock Certificate.

5.1** Opinion of Haynes and Boone, LLP.

10.1 Amended and Restated 2011 Umbrella Option Plamipurated by reference to Exhibit 10.1 to
Current Report on Form R-filed with the Securities and Exchange CommissiarNovember ¢
2011)

10.2 Form of Stock Option Award Agreement (incorporabgdeference to Exhibit 10.2 to Current
Report on Form 8-K filed with the Securities anccEaxnge Commission on April 6, 2011)

10.3 Agreement of Conveyance, Transfer and AssignmeAseéts and Assumption of Obligations,
dated as of March 31, 2011 (incorporated by refaz¢a Exhibit 10.3 to Current Report on Form
8-K filed with the Securities and Exchange Comnoissin April 6, 2011)

104 Stock Purchase Agreement, by and between InspirdMDand Lynn Briggs, dated as of March
31, 2011 (incorporated by reference to Exhibit 16.€urrent Report on Form 8-K filed with the
Securities and Exchange Commission on April 6, 2011

10.5 Securities Purchase Agreement, dated as of March@1L, by and among InspireMD, Inc. and
certain purchasers set forth therein (incorporateteference to Exhibit 10.5 to Amendment No.
1 to Registration Statement on Form S-1 filed wlith Securities and Exchange Commission on
August 26, 2011)

10.6 Form of $7.20 Warrant (incorporated by referencExbibit 10.6 to Current Report on Fornk8-
filed with the Securities and Exchange Commissioi\pril 6, 2011)

10.7 Form of $4.92 Warrant (incorporated by referencExbibit 10.7 to Current Report on Fornk8-
filed with the Securities and Exchange Commissioi\pril 6, 2011)

10.8 $1,250,000 Convertible Debenture, dated July 2002By and between InspireMD Ltd. and
Genesis Asset Opportunity Fund, L.P. (incorporétedeference to Exhibit 10.8 to Current
Report on Form 8-K filed with the Securities anccBEaxnge Commission on April 6, 2011)

10.9 Unprotected Leasing Agreement, dated February @27,20y and between Block 7093 Parcel

162 Company Ltd. Private Company 510583156 andrglglD Ltd. (incorporated by reference
to Exhibit 10.9 to Current Report on Form 8-K fileith the Securities and Exchange
Commission on April 6, 2011)
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Exhibit No.

Description

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

Securities Purchase Agreement, dated as of Julg®®), by and among InspireMD Ltd. and
certain purchasers set forth therein (incorporateteference to Exhibit 10.10 to Amendment
No. 1 to Registration Statement on For-1 filed with the Securities and Exchange Commissio
on August 26, 2011)

Manufacturing Agreement, by and between InspireM®. Bnd QualiMed Innovative
Medizinprodukte GmbH, dated as of September 117 ZB@orporated by reference to Exhibit
10.11 to Amendment No. 1 to Registration Staterarfform S-1 filed with the Securities and
Exchange Commission on August 26, 2011)

Development Agreement, by and between InspireMD atdl QualiMed Innovative
Medizinprodukte GmbH, dated as of January 15, Z0@brporated by reference to Exhibit
10.12 to Amendment No. 1 to Registration Staternarftorm S-1 filed with the Securities and
Exchange Commission on August 26, 2011)

License Agreement, by and between Svelte Medicsie®ys, Inc. and InspireMD Ltd., dated as
of March 19, 2010 (incorporated by reference toikix10.5 to Amendment No. 1 to
Registration Statement on Form S-1 filed with tlee8ities and Exchange Commission on
August 26, 2011)

Agreement, by and between InspireMD Ltd. and Oéiz,Rlated as of April 1, 2005 (incorpora
by reference to Exhibit 10.14 to Current ReporfFonm 8-K filed with the Securities and
Exchange Commission on April 6, 2011)

Amendment to the Employment Agreement, by and betwespireMD Ltd. and Ofir Paz, dated
as of October 1, 2008 (incorporated by referendedubit 10.15 to Current Report on Form 8-K
filed with the Securities and Exchange Commissioi\pril 6, 2011)

Second Amendment to the Employment Agreement, bdyoatween InspireMD Ltd. and Ofir
Paz, dated as of March 28, 2011 (incorporated t@yerce to Exhibit 10.16 to Current Report on
Form 8-K filed with the Securities and Exchange @assion on April 6, 2011)

Personal Employment Agreement, by and betweenreig® Ltd. and Asher Holzer, Ph.D.,
dated as of April 1, 2005 (incorporated by refeesticExhibit 10.17 to Current Report on Form
8-K filed with the Securities and Exchange Comnaissin April 6, 2011)

Amendment to the Employment Agreement, by and betwespireMD Ltd. and Asher Holzer,
Ph.D., dated as of March 28, 2011 (incorporatecefgrence to Exhibit 10.18 to Current Report
on Form 8-K filed with the Securities and Exchaf@genmission on April 6, 2011)

Personal Employment Agreement, by and betweenrkig® Ltd. and Eli Bar, dated as of June
26, 2005 (incorporated by reference to Exhibit 2@d Current Report on Form 8-K filed with
the Securities and Exchange Commission on Ap£08,1)

Employment Agreement, by and between InspireMD &atdl Bary Oren, dated as of August 25,
2009 (incorporated by reference to Exhibit 10.2Ctorent Report on Form 8-K filed with the
Securities and Exchange Commission on April 6, 2011

Employment Agreement, by and between InspireMD &tdl Craig Shore, dated as of Noven
28, 2010 (incorporated by reference to Exhibit 1a@Current Report on Form 8-K filed with
the Securities and Exchange Commission on Ap£08,1)

Form of Indemnity Agreement between InspireMD, laied each of the directors and executive
officers thereof (incorporated by reference to BitHi0.22 to Amendment No. 1 to Registration
Statement on Form S-1 filed with the Securities Brdhange Commission on August 26, 2011)

Agreement with Bank Mizrahi Tefahot LTD. for a loaminspireMD Ltd. in the original
principal amount of $750,000, dated January 279Z0@orporated by reference to Exhibit 1C
to Current Report on Form 8-K filed with the Setiss and Exchange Commission on April 6,
2011)
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Exhibit No.

Description

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

Securities Purchase Agreement, dated as of Apri2@81, by and among InspireMD, Inc. and
certain purchasers set forth therein (incorporateteference to Exhibit 10.1 to Current Report
on Form 8-K filed with the Securities and Excha@emmission on April 22, 2011)

Form of Warrant (incorporated by reference to ExHib.2 to Current Report on Form 8-K filed
with the Securities and Exchange Commission onl&ai2011)

Agreement by and between InspireMD Ltd. and MeKedraMaterial Processing, dated as of
April 15, 2010 (incorporated by reference to Exhilf).26 to Amendment No. 1 to Registration
Statement on Form S-1 filed with the Securities Brdhange Commission on August 26, 2011)

Agreement by and between InspireMD Ltd. and Natedlighl Ltd, dated as of September 23,
2009 (incorporated by reference to Exhibit 10.2Ameendment No. 1 to Registration Statement
on Form S-1 filed with the Securities and Excha@Ggenmission on August 26, 2011)

Exclusive Distribution Agreement by and betweerplreMD Ltd. and Hand-Prod Sp. Z 0.0,
dated as of December 10, 2007 (incorporated byeeée to Exhibit 10.28 to Amendment No. 3
to Registration Statement on Form S-1 filed with 8ecurities and Exchange Commission on
October 12, 2011)

Factoring Agreement by and between InspireMD Ltdi Bank Mizrahi Tefahot Ltd., dated as
February 22, 2011 (incorporated by reference tatiixh0.29 to Amendment No. 1 to
Registration Statement on Form S-1 filed with tlee8ities and Exchange Commission on
August 26, 2011)

$6.00 Nonqualified Stock Option Agreement, datedfaiuly 11, 2011, by and between
InspireMD, Inc. and Sol J. Barer, Ph.D. (Incorpedaby reference to Exhibit 10.1 to Current
Report on Form 8-K filed with the Securities anccEange Commission on July 15, 2011)

Consultancy Agreement, dated as of April 1, 2031afd between InspireMD Ltd. and Ofir Paz
(incorporated by reference to Exhibit 10.34 to Adraent No. 2 to Registration Statement on
Form S-1 filed with the Securities and Exchange @ission on September 21, 2011)

Consultancy Agreement, dated as of April 29, 2@/and between InspireMD Ltd. and Asher
Holzer, Ph.D. (incorporated by reference to Exhlifit35 to Amendment No. 2 to Registration
Statement on Form S-1 filed with the Securities Brdhange Commission on September 21,
2011)

Exclusive Distribution Agreement by and betweerpireMD GmbH. and IZASA Distribucione
Tecnicas SA, dated as of May 20, 2009 (incorporhtedeference to Exhibit 10.36 to
Amendment No. 3 to Registration Statement on Forhfifed with the Securities and Exchange
Commission on October 12, 2011)

Amendment to the Distribution Agreement by and et InspireMD GmbH. and IZASA
Distribuciones Tecnicas SA, dated as of Februatyl Zihcorporated by reference to Exhibit
10.37 to Amendment No. 3 to Registration Staternarftorm S-1 filed with the Securities and
Exchange Commission on October 12, 2011)

Exclusive Distribution Agreement by and betweerpireMD Ltd. and Tzamal-Jacobsohn Ltd.,
dated as of December 24, 2008 (incorporated byeeée to Exhibit 10.38 to Amendment No. 3
to Registration Statement on Form S-1 filed with 8ecurities and Exchange Commission on
October 12, 2011)

Exclusive Distribution Agreement by and betweerpireMD Ltd. and Kirloskar Technologies
(P) Ltd., dated as of May 13, 2010 (incorporateddigrence to Exhibit 10.39 to Amendment

3 to Registration Statement on Form S-1 filed lih Securities and Exchange Commission on
October 12, 2011)

Part 11-8




TABLE OF CONTENTS

Exhibit No.

Description

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

10.48

10.49

10.50

Consultancy Agreement by and between InspireMD &idl Sara Paz, dated as of May 6, 2008
(incorporated by reference to Exhibit 10.40 to Ad@ent No. 3 to Registration Statement on
Form S-1 filed with the Securities and Exchange @ission on October 12, 2011)

Consultancy Agreement by and between InspireMD &idl Sara Paz Management and
Marketing Ltd., dated as of September 1, 2011 (paated by reference to Exhibit 10.41 to
Amendment No. 3 to Registration Statement on Forhfifed with the Securities and Exchange
Commission on October 12, 2011)

Clinical Trial Services Agreement, dated as of @eto4, 2011, by and between InspireMD Ltd.
and Harvard Clinical Research Institute, Inc. (hpooated by reference to Exhibit 10.1 to
Current Report on Form 8-K filed with the Secustend Exchange Commission on October 11,
2011)

Letter Agreement by and between InspireMD Ltd. @mdmal-Jacobsohn Ltd., dated as of May
9, 2011 (incorporated by reference to Exhibit 1GglBAmendment No. 4 to Registration
Statement on Form S-1 filed with the Securities Brdhange Commission on December 1,
2011)

Stock Award Agreement, dated as of November 16126y and between InspireMD, Inc. and
Sol J. Barer, Ph.D. (Incorporated by referencexiliit 10.1 to Current Report on Form 8-K
filed with the Securities and Exchange CommissiomMNovember 18, 2011)

Nonqualified Stock Option Agreement, dated as ofdober 16, 2011, by and betwe
InspireMD, Inc. and Sol J. Barer, Ph.D. (Incorpedaby reference to Exhibit 10.2 to Current
Report on Form 8-K filed with the Securities andcEange Commission on November 18, 2011)

Amendment No. 1 to Securities Purchase Agreemeteddas of June 21, 2011, by and among
InspireMD, Inc. and the purchasers that are siggdteereto (incorporated by reference to
Exhibit 10.43 to Annual Report on Form 10-K filedtlwthe Securities and Exchange
Commission on March 13, 2012)

Amendment No. 2 to Securities Purchase Agreemeategddas of November 14, 2011, by and
among InspireMD, Inc. and the purchasers thatigreawory thereto (incorporated by referenc
Exhibit 10.44 to Annual Report on Form 10-K filedtvthe Securities and Exchange
Commission on March 13, 2012)

Consultancy Agreement, dated March 27, 2012, bybetdeen InspireMD Ltd. and Robert
Ratini (incorporated by reference to Exhibit 1@Current Report on Form 8-K filed with the
Securities and Exchange Commission on April 2, 2012

Securities Purchase Agreement, dated April 5, 2B 2nd between InspireMD, Inc. and certain
purchasers set forth therein (incorporated by egfeg to Exhibit 10.1 to Current Report on Form
8-K filed with the Securities and Exchange Comnoissin April 6, 2012)

Form of Senior Secured Convertible Note issued|&pr2012 (incorporated by reference to
Exhibit 10.2 to Current Report on Form 8-K filedtfwthe Securities and Exchange Commission
on April 6, 2012)

Form of April 2012 $1.80 Warrant (incorporated kference to Exhibit 10.3 to Current Report
on Form 8-K filed with the Securities and Excha@gmmmission on April 6, 2012)

Registration Rights Agreement, dated April 5, 2042and between InspireMD, Inc. and the
purchasers set forth therein (incorporated by egfeg to Exhibit 10.4 to Current Report on Form
8-K filed with the Securities and Exchange Comnaissin April 6, 2012)

Security Agreement, dated April 5, 2012, by andveein InspireMD, Inc., InspireMD Ltd.,
Inspire MD GmbH and certain purchasers set foréineim (incorporated by reference to Exhibit
10.5 to Current Report on Formk8filed with the Securities and Exchange CommissiarApril
6, 2012)
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Exhibit No.

Description

10.51

10.52

10.53

10.54

10.55

10.56

10.57

10.58

10.59

10.60

10.61

10.62

10.63

10.64

Intellectual Property Security Agreement, datedil¥pr2012, by and between InspireMD, Inc.,
InspireMD Ltd., Inspire MD GmbH and certain purceessset forth therein (incorporated by
reference to Exhibit 10.6 to Current Report on F8riK filed with the Securities and Exchange
Commission on April 6, 2012)

Deposit Account Control Agreement, dated April 812, among InspireMD, Inc., Bank Leumi
USA and certain purchasers set forth therein (mo@ted by reference to Exhibit 10.7 to Cur
Report on Form 8-K filed with the Securities anccBEange Commission on April 6, 2012)

Subsidiary Guarantee, dated April 5, 2012, by IreD Ltd. and Inspire MD GmbH, in favor
certain purchasers set forth therein (incorporateteference to Exhibit 10.8 to Current Report
on Form 8-K filed with the Securities and Excha@mmmission on April 6, 2012)

Fixed and Floating Charge Debenture, dated Ap208,2, by and between InspireMD Ltd. and
certain purchasers set forth therein (incorporateteference to Exhibit 10.9 to Current Report
on Form 8-K filed with the Securities and Exchaf@genmission on April 6, 2012)

Form of Lock-Up Agreement (incorporated by refeeetw Exhibit 10.10 to Current Report on
Form 8-K filed with the Securities and Exchange @dssion on April 6, 2012)

Consulting Agreement, dated as of June 1, 2012nbybetween InspireMD, Inc. and Asher
Holzer, Ph.D. (incorporated by reference to Exhliiitl to Current Report on Form 8-K filed
with the Securities and Exchange Commission on 3u2812)

Separation Agreement and Release, made as of Ja0&2, by and between InspireMD Ltd.,
OSH-IL, the Israeli Society of Occupational Headtid Safety Ltd., Company No. 513308247
and Asher Holzer, Ph.D. (incorporated by refer@ndéxhibit 10.2 to Current Report on Form 8-
K filed with the Securities and Exchange CommissianJune 5, 2012)

Mutual Waiver and Release, dated as of July 222 26y and between InspireMD Ltd. and
Hand-Prod Sp. Z o.0. (incorporated by referendextaibit 10.58 to Transition Report on Form
10-K/T filed with the Securities and Exchange Comssiun on September 11, 2012)

Exclusive Distribution Agreement, dated as of Auguys2007, by and between InspireMD Ltd.
and Kardia Srl. (incorporated by reference to ExHiB.59 to Transition Report on Form 10-K/T
filed with the Securities and Exchange Commissiorseptember 11, 2012)

Addendum to the Distribution Agreement, dated a%amfuary 18, 2011, by and between
InspireMD Ltd. and Kardia Srl. (incorporated byeesfnce to Exhibit 10.60 to Transition Report
on Form 10-K/T filed with the Securities and ExcgarCommission on September 11, 2012)

Exclusive Distribution Agreement, dated as of M8y 2010, by and between InspireMD Ltd.
and Euromed Deutschland GmbH (incorporated by eafss to Exhibit 10.61 to Transition
Report on Form 10-K/T filed with the Securities d&xthange Commission on September 11,
2012)

Exclusive Distribution Agreement, dated as of M&y 2011, by and between InspireMD Ltd.
and Bosti Trading Ltd. (incorporated by refererm&xhibit 10.62 to Transition Report on Form
10-K/T filed with the Securities and Exchange Cossitn on September 11, 2012)

Addendum to the Distribution Agreement, dated a8wjust 29, 2011, by and between
InspireMD Ltd. and Bosti Trading Ltd. (incorporated reference to Exhibit 10.63 to Transition
Report on Form 10-K/T filed with the Securities dxthange Commission on September 11,
2012)

Omnibus Debenture Amendment, dated May 31, 2012ndybetween InspireMD, Inc. and the
debenture holders set forth therein (incorporateteference to Exhibit 10.64 to Transition
Report on Form 10-K/T filed with the Securities d&xthange Commission on September 11,
2012)
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Exhibit No. Description

10.65 Amendment No. 1 to Registration Rights Agreemeated May 31, 2012, by and between
InspireMD, Inc. and the purchasers set forth timefieicorporated by reference to Exhibit 10.6
Transition Report on Form 10-K/T filed with the Seties and Exchange Commission on
September 11, 2012)

10.66* Consultancy Agreement, dated March 27, 2012, bybatdeen InspireMD Ltd. and Robert
Ratini
10.67 First Amendment to License Agreement, dated Oct86eP012, by and among Svelte Medical

Systems, Inc., InspireMD, Inc. and InspireMD Ltiehcprporated by reference to Exhibit 10.1 to
Current Report on Form 8-K filed with the Secustend Exchange Commission on October 23,

2012)

10.68** Exclusive Distribution Agreement, dated June 7,2@l and between InspireMD Ltd. and Tau
Medical Supplies

21.1 List of Subsidiaries (incorporated by referenc&xhibit 21.1 to Current Report on Form 8-K
filed with the Securities and Exchange Commissiompril 6, 2011)

23.1** Consent of Kesselman & Kesselman, CextifPublic Accountants

23.2** Consent of Haynes and Boone, LLP (incliée Exhibit 5.1)

24.1* Power of Attorney

101.NS*** XBRL Instance Document

101.SCH*** XBRL Taxonomy Extension Schema Document
101.CAL*** XBRL Taxonomy Extension Calculation Linkbase Doent
101.DEF*** XBRL Taxonomy Extension Definition Lkibase Document
101.LAB***  XBRL Taxonomy Extension Label Linkbase Document

101.PRE*** XBRL Taxonomy Extension Presentatiankbase Document

*  Previously filed.
** Filed herewith.

*** Pyrsuant to Rule 406T of RegulatiormSthe Interactive Data Files on Exhibit 101 herate deemed furnished and not fi
or part of a registration statement or prospeatuptirposes of Sections 11 or 12 of the Securtf 1933, are deemed
furnished and not filed for purposes of Sectiorol&e Securities Exchange Act of 1934, and othesveire not subject to
liability under these sections.

T To be filed by amendment.

Iltem 17. Undertakings.

Insofar as indemnification for liabilities arisimgder the Securities Act of 1933 may be permittedittectors, officers and
controlling persons of the registrant pursuanh®foregoing provisions, or otherwise, the regidtteas been advised that in the
opinion of the Securities and Exchange Commissimh $ndemnification is against public policy as eegsed in the Act and is,
therefore, unenforceable. In the event that a cfammdemnification against such liabilities (othhan the payment by the
registrant of expenses incurred or paid by a direcfficer or controlling person of the registramthe successful defense of
any action, suit or proceeding) is asserted by slirelttor, officer or controlling person in connieotwith the securities being
registered, the registrant will, unless in the apirof its counsel the matter has been settledoyralling precedent, submit to
a court of appropriate jurisdiction the questiorettier such indemnification by it is against pulplidicy as expressed in the
Act and will be governed by the final adjudicatiminsuch issue.

The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability unttee Securities Act, the information omitted frdine form of prospectus
filed as part of this registration statement inamte upon Rule 430A and contained in a

Part I1-11




TABLE OF CONTENTS

form of prospectus filed by the registrant pursuariRule 424(b)(1) or (4) or 497(h) under the Siims Act shall be deemed to
be part of this registration statement as of thmetit was declared effective.

(2) For the purpose of determining any liabilityder the Securities Act, each post-effective amemmdrthat contains a
form of prospectus shall be deemed to be a newtragpn statement relating to the securities effeand the offering of these
securities at that time shall be deemed to bentiialibona fide offering.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, the registrant has duly caused this nedieh statement to be
signed on its behalf by the undersigned, theredalyp authorized, in the City of Tel Aviv, State Ilsfael on November 9, 2012.

InspireMD, Inc.
By:/s/ Ofir Paz

Name: Ofir Pa:
Title: Chief Executive Officer

In accordance with the requirements of the Seesrifict of 1933, this registration statement has lséggned by the
following persons in the capacities and on thegatdicated.

Signature Title Date

/sl Ofir Paz Chief Executive Officer and Director November 9, 2012
(principal executive officer)

Ofir Paz

* Chief Financial Officer, Secretary and Treasurer November 9, 2012
(principal financial and accounting officer)

Craig Shore

* Chairman of the Board of Directors November 9, 2012

Sol J. Barer

* Director November 9, 2012

James Barry
* Director November 9, 2012

Asher Holzer
* Director November 9, 2012

James J. Loughlin

* Director November 9, 2012
Paul Stuka
* Director November 9, 2012

Eyal Weinstein

*By: /s/ Ofir Paz
Ofir Paz
Attorney-in-fact
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November 8, 201

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\Rele corporation (the * Compafily in connection with the proposed registration otaan aggregate of |

to $40 million of Common Stock of the Company, palue $0.0001 per share (which equals 7,246,37/2shbased on an assumed offering price of $5.62 pe
share, which is the last reported sales priceefdbmpany's common stock on November 6, 2012, jastad for the one-for-four reverse stock split lsa
expected to occur the day immediately following éfifectiveness of the Registration Statement, thitlivmay be more or fewer shares depending onctivel
offering price), that are being offered by the Camp (the “_Primary Sharé}and up to an aggregate of up to $6 million oh@oon Stock (which equals
1,086,957 shares, based on the assumed offericg @iri5.52 per share, but which may be more oefelvares depending on the actual offering pria) t

may be purchased by the underwriters pursuant tipon to purchase additional shares granted &y¥tbmpany (together with the Primary Shares, the “
Shareg, pursuant to a Registration Statement on Formu8eer the Securities Act of 1933, as amended"(8ezurities Act’), originally filed with the
Securities and Exchange Commission (the “ Commis%ion September 24, 2012 (Registration No. 333-88}0as amended to date (the “ Registration
Statement).

The opinion expressed herein is limited exclusitelyhe General Corporation Law of the State ofdldre (the “ DGCL"), applicable provisions of the
Delaware Constitution and judicial decisions inteting the DGCL and such provisions of the Delaw@oastitution, and we have not considered, andesepr
no opinion on, any other laws or the laws of arheofurisdiction.

In rendering the opinions expressed herein, we baaenined and relied upon the originals, or copetified to our satisfaction, of (i) the Registoat
Statement, including the prospectus, and all eththereto; (ii) the Company’s Certificate of Inporation and any amendments to date certified by th
Secretary of State of the State of Delaware;tfi® Company’s Byaws and any amendments to date certified by ticeeBey of the Company; (iv) the minu
and records of the corporate proceedings of thepgaomwith respect to the authorization of the isseaof the Shares and related matters theretthévorm
of Underwriting Agreement (herein so called), todo¢ered into among the Company and Cowen and Gomfix itself and on behalf of the several
underwriters; (vi) the form of common stock ceddfie; and (vii) such other records, documents astuiments as we have deemed necessary for thessiq
of the opinions stated herein.

Based upon the foregoing and subject to the assomspand qualifications stated herein, we are efapinion that the Shares have been duly authofared
issuance by all necessary corporate action of ttnapgany and, when issued and paid for in accordaitbethe terms and conditions of the Underwriting
Agreement, the Shares will be validly issued, fgéid and non-assessable.

We hereby consent to the filing of this opiniontwihe Commission as Exhibit 5.1 to the RegistraBtetement and any abbreviated registration statesme
relating thereto that may be filed to register #ddal securities identical to those covered byRegistration Statement (including a registration



InspireMD, Inc.
November 8, 201
Page 2

statement filed pursuant to Rule 462(b) under theu8ties Act), and to the reference to our firndemnthe caption “Legal Matters” in the prospectus
constituting part of such Registration Statemeangiving such consent, we do not hereby admitweaare in the category of persons whose conseatjisred
under Section 7 of the Securities Act.

Very truly yours,
/sl Haynes and Boone, LLP

Haynes and Boone, LLP



Exhibit 10.68
EXCLUSIVE DISTRIBUTION AGREEMENT
THIS EXCLUSIVE DISTRIBUTION AGREEMENT (the Agreement” ), entered into as of 7 June 2010 (tHeffective Date”), is made by and between
INSPIREMD LTD of 3 Menorat Hamaor St. Tel Aviv 67448, Israel ai@wation organized and existing under the lawsiafel and any of its affiliated
companies (under formation) (individually and cotieely referred to as theSupplier ”), and Tau Medical Supplies From 38A Currie Styé€zdklands, South
Africa (the “Distributor ") (Each of the Company and the Distributor, Bdrty ” and together, the Parties”).

WHEREAS, Supplier develops, manufactures and seppiie Product(s) set forth on Exhibit A heretat thay be improved or updated by Supplier from time
to time (the “Product(s)”;

WHEREAS, Distributor distributes and sells a widgigty of Product(s) for use in the territory;

WHEREAS, Supplier wishes to sell the Product(dpistributor, and Distributor wishes to purchase Bmeduct(s) from Supplier, subject to the terms and
conditions of this Agreement;

NOW THEREFORE, in consideration of the premises mnidlial covenants contained herein, the partieseaas follows

1. Representations, Undertakings, Appointment and &tesbpilities of Distributo

1.1 Representations and Warranti€sstributor hereby represents and warrants tcStiieplier that it possesses and will maintain tgrmut the
term of this Agreement, the means, experience, kinow, skill, facilities and personnel to properlyfiliits obligations under this Agreeme
in a timely manner and to the Supplier’'s satistactiFurther, the Distributor represents and wasrétmt it is duly licensed to execute its
obligations under this Agreeme|




1.2

1.3

1.4

UndertakingsDistributor hereby undertakes that he will, atdtvn expense, be responsible for obtaining anyafimgermits, approvals,
product registration with the Ministry of Healticénses authorizations and clearances from lozdg,amunicipal, governmental, quasi-
governmental and other authorities, required, resrgor desirable for the sale and distributiothef Product(s) in the Territory and for the
performance of the Distributor’s obligations heréen The local approvals will be obtained when neilby the local authorities in addition
to the existing certificates and whenever posglidse local approvals will be obtained in the nafrthe Supplier. Pursuant to this
engagement, Distributor agrees to purchase theuPr@) from Supplier, and Supplier agrees to sellRroduct(s) to Distributor when such
Product(s) are ordered hereunder in accordancetheétterms hereo

Appointment As of the Effective Date, Supplier hereby engdgissributor as its Exclusive distributor for thesglibution and sale of the
Product(s) solely in the geographical areas sét fumExhibit B hereto (the “Territory "), subject to the terms and conditions of this
Distribution Agreement. Distributor hereby acceqish engagement, subject to the terms and conslitibthis Distribution Agreement.
Distributor acknowledges that it may not make amymitment or binding obligation on behalf of Suppl

Sales MinimumsDistributor hereby commits to Supplier to achieatea minimum, the sales set forthExhibit C hereto during the term of
this Agreement (‘Sales Minimum™), and the total value of orders for each yedetigherein (the Order Value ). If Distributor fails to
achieve the Sales Minimum and/or the Order Valuaniy given period specified Exhibit C hereto, Supplier may, at its own discretion
either: (i) terminate this Agreement in accordawié Section 9.1 below, or (ii) revoke the exclesappointment granted to the Distributor
under Section 1.3 and appoint Distributor as aexciusive Distributor in the Territory. Supplieradhnotify Distributor if such appointment
is made. Said appointment shall not derogate fl@tdrms of this Agreement and all other terméisf Agreement shall remain in effect
Mutatis Mutandis
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Responsibilities. Distributor shall bear its own expense for theaion of the following

@

(b)

Product(s) PromotiarDistributor shall use its best efforts to intraduo the market, promote and obtain orders foPtteeluct(s) in
the Territory. For the execution of said promotibistributor shall employ highly qualified salesdatechnical personnel familiar
with the Product(s). Distributor agrees that itlsagecute its obligation under this section in ammer that reflects positively on the
Supplier and the Product(s) and shall not perfangnact or omission which may harm the goodwill@fpe injurious to, the Product
(s) or Supplier. Further, all marketing materialpduct(s) information, brochures and the like, eming information relating to the
Product(s) requires the approval of the Suppli@rfo its distribution to end users or prospecistiibutor engages

Marketing Plan Distributor agrees to submit to Supplier withiirty (30) days hereof a marketing plan detailing promotional ar
marketing activities for sales of the Product(sihie Territory. Said marketing plan is subject tgp@8lier's approval prior to its
implementation and shall include attendance inllskaws, distribution of marketing material transthinto the language used in-
Territory. Distributor shall keep Supplier contirusty informed of the status of its marketing effauhder the marketing plan and
shall furnish all information relating to the sat#fshe Product(s) in the Territory as may be reabty requested by Supplier from
time to time.




(©

(d)

Sales PersonneDistributor shall train an appropriate numbeitsfjualified employees in the sale of the Prod)dt{Sales

Personnel”). Number of Sales Personnel shall be sufficienttfie purpose of promoting, marketing, selling digdributing the
Product(s) in the Territory in accordance with 8sctl.3 above. Without derogating from the abovistributor may use
subcontractors for the distribution of the Prodyetsvided that the prior written approval of thepBlier is provided. Distributor shi
be held accountable for all distribution activitfesrformed by subcontractors in distributing thedeicts under this Agreement. The
Supplier shall have the right, at all times, tacdistinue the use of a specific subcontractor atdte discretion on a case to case b

Compliance and Reportindpistributor shall comply with any and all safeggulations and standards and such other regusation

requirements as are or may be promulgated by dmtftbgovernmental authorities and required in otdexarry out the terms of this
Distribution Agreement. Distributor shall providegplier with all information pertaining to adverseents or safety issues related to
the Product(s), such information shall be notifiegether with a detailed description within one king day. Further, Distributor
shall promptly provide Supplier with all informati@lleging Product(s) deficiencies related to thentity, quality, durability,
reliability, effectiveness, or performance of thedrict(s).




(e) Quality Assurance and Product Traceabilind MDD 93/42/EEC Distributor or any sub-distributor rendered bytiibutor shall
be responsible for the implementation and mainteaafi a quality System that fulfills the requirertseaf MDD 93/42/EEC,
including, inter alia recalls, notification to Id@uthorities and document maintenar

® PostMarketing Surveillance ProgranDistributor shall maintain a Post-Marketing Sulteece Program. Supplier and the
Distributor shall cooperate with each other in ottdeprovide all information required and execua@gprogram. The PMSP shall
include, among others, immediate notification tthb®upplier and Distributor in the event that ases defect is discovered in a
product which has already been relea

(9) Traceability of Productsin order to ensure compliance with laws and ratimhs relating to the traceability of the products
Distributor undertakes to take all appropriate measto ensure

« backward traceability to Supplier (and where agile, to the Authorized Representative (name addead of the Authorized
Representative printed on Product packaging);

« reasonable product traceability to users to mingntie risks in case of recall; and

« language requirements according to national letipsiaand




(h)

0)

« compliance with any other responsibilities, liai#i, and obligations as set forth in Council Diinee 93/42/EEC for
manufacturers and any other laws, statutes, diectind regulations promulgated by any governméoi@dy that may apply to
the manufacturing and distribution of produs

Customer Complaints and Recalla the event a serious defect is discoveredRnaaluct which has already been distributed,
Distributor shall immediately notify Supplier in iting, specifically in cases of notifiable incidsrdr near-incidents according to 8§
28-31 MPG, which are to be reported immediatelyiitten form to the safety commissioner for medigadducts of Supplier.
Supplier shall support the Distributor in analyzprgduct complaints in an effective manr

Customers Distributor shall provide to Supplier, at the &raf placing a purchase order, any detail of ttebuser reasonably
required by the Supplier for support and licengogposes (“Customer Information”). Supplier undieeganot to disclose the
Customer Information to third parties, and to use€ustomer Information strictly for support arekhising purposes. Supplier
further undertakes not to contact the end-usectijrer indirectly for sales and marketing purpdsging the Term, unless otherwise
agreed by the parties hereto. Distributor shalvjpl® Supplier on a quarterly basis and upon tertignaof this Agreement, with a li
of all customers that have purchased Product(g) fistributor, including their names, addressesdBct(s) purchased, purchasing
date and purchase pric




0] Records Distributor shall maintain complete and accuratords of all Product(s) sold by Distributor irffalient detail to enable
Supplier to comply with its obligations under tligreement

(k) Storage Distributor shall store the Products in a storizgdity and under conditions suitable to fit tReoduct’s nature as a delicate
sterilized medical device to be used in hum

0] Minimum Inventory. Distributor shall at all times after the EffeeibDate of this Agreement maintain at all time, aimum
inventory of Products equivalent to one quartesalés of the current year, to ensure the timelplsupf Products to the custome

2. Term of Agreemen

This Agreement shall commence and be effective #secEffective Date provided that the distributah fulfill first order terms according to paragra
3.6.1:First Order & 3.7.b: Payment. This agreemdéhtremain effective as long as minimum Sales pagment as defined iBxhibit C will be sustained. This
agreement shall continue for a term of 3 years‘{ffierm ") commencing with the Effective Date of this Agneent, unless terminated pursuant to Section 9
below. The Term shall be automatically extendedri@dditional term (Renewal”) unless a written notice of termination has bpesvided by one party to
the other ninety (90) days prior to the date onchithis Agreement otherwise would have expired. fEnms of this Agreement shall apply to any Renewal
except if otherwise agreed on in writing by thetiear




Purchases, Prices, Payment and Fore

3.1

3.2

Standard TermDistributor shall purchase Product(s) from Sugptiursuant to Supplier’'s standard purchase ofdtar receipt of

Distributor’s purchase order, Supplier shall canfiin writing, the details of the purchase ordem8ier shall be obligated to sell to

Distributor Products after the confirmation of fherchase order has been made by Supplier. Suppdigr at its sole discretion, make chan
to its Product(s) list at any time, provided thatstanding purchase orders will not be affectedumh change. Such changes shall be

communicated in writing to the Distributor of sutdtange. All sales from the Supplier to the Distritoiare final.

Prices.

(a) Transfer prices of the Product(s) from Sugrptid Distributor are specified Exhibit C to this Agreement (the Prices”).
Distributor shall complete the appropriate impogb@rt forms as required by applicable laws andlgiey all other fees associated
with the sale and delivery of all Product(s) heam Including but not limited to customs clearaoceustoms tax as may app

(b) Supplier shall have the right to change the PrizeBecember 3% of each year with prior written notice (thétice Notice”) to
Distributor. Orders placed by Distributor priorttee last day of the Price Notice period shall roelected by said price change, i
any written quote provided by the Distributor togpect end-users prior to the Price Notice shadigect to the previous pricing,
provided that a copy of such quote has been prdvigeDistributor to the Supplier prior to the Pridetice.




3.3

3.4

Product(s) ChangeSupplier reserves the right, at any time, to netl@nges to any Product(s) whenever such changéa)arequired for
safety, (b) required in order to facilitate perfamase in accordance with specifications, or (c) ghelhthey represent non-substantial
substitutions and modifications not adversely dffiecperformance in accordance with applicable Bet@) performance specifications.
Supplier will inform Distributor within a reasona&blime of any changes under this Section

Purchase Order#\ll orders for Product(s) shall be placed by antject to Distributor’'s purchase orders in therfattached to asxhibit E

to this Agreement, each of which shall be subjeceview and acceptance in writing by Supplier tilbsitor's purchase orders shall include
the following information

(a) Identify each unit of Product(s) order¢
(b) Indicate quantity, price (determined in accordanith the provisions of this Agreement) and shippimgfructions; ant

(c) Specify Distributo’'s requested delivery datt

Supplier is not bound by any term, condition orestprovision in any purchase order that conflicithwhe terms of this Agreement, unless such puelader
was confirmed in writing by Supplier.

3.5

Once a purchase order is received and coadifoy Supplier, the order shall be deemed compledefinal. Any request by Distributor to
make modifications after the purchase order isicmefd but before shipment of the Product(s), sheltlealt with by Supplier on a “best
effort” basis.




3.6 Schedule of Purchas:

3.6.1 Distributor shall issue the Supplier the R@sder of 130 stents (theFirst Order ") within two weeks from the effective date
3.6.2 Distributor shall issue the Supplier his $et@rder of 170 stents (theSecond Order”), not later than end Of December 2010.
3.6.3 Distributor shall issue the Supplier his @Hbrder of 150 stents (theThird Order "), not later than end Of May 2011.

3.6.4 Distributor shall issue the Supplier his Radrder of 250 stents (the=brth Order ”), not later than end August 2011.

3.7 Paymen.

(a) Payments for Product(s) shall be made inraeecce with the payments schedule set fortexhibit D , by Distributor to Supplier
pursuant to all additional terms listed ther«

(b) Payment shall be made by 50% prepayment and 50%e&y30 days from airway bil

(c) Such letter should be issued upon approvii@Distributor’'s order by the Supplier and israrpquisite for continuation of the
processing of the Purchase Order by Supy

(d) Risk of Loss. Title to the Porduct(s) purchasedhrder shall pass to Distributor all risk of losslamage to such Product(s) shal
borne by Distributor from the time such Product




(e) Distributor’s obligation to pay for all Prochs) ordered and all charges which it has incuimezbnnection with the execution of this
Agreement shall survive termination or expiratidritos Agreement

3.8 ForecastsNot later than a week from the beginning of egiarter during the Term of this Agreement, Distrdowill provide an estimate «

its demand for Product(s) for the following quarteuach rolling forecasts shall not be binding dhesi party, but shall be prepared with
reasonable care, based upon Distrit’s experience with the Product(s) and informatiomceoning existing and prospective custom

Responsibilities of Suppli

4.1 Marketing and Sales Supp .

(a) Training and Support - Distributor shall trand support its personnel or subcontractorgi®satisfactory completion of its
obligations under this Agreement. Supplier willissg training by furnishing Distributor with Enigh training literature

(b) Supplier may, at his sole discretion, provide Diistior with his own personnel for trainin

(c) Marketing Material. Supplier shall provide Distribuwith English language marketing literatu

(d) Marketing Activities. Supplier may at his odiscretion choose to assist Distributor in marigetctivities, by participating in

conferences, meeting with customers, bringing opiméaders and any other activities Supplier mayosh to be involved in
provided that said activities shall be coordinatétth Distributor.




(e) Supplier may list Distributor at the Supp’s Website as a Distributor in the Territo

4.2 Product(s) Specifications and Stande.

(@ Recalls and Retrofits. Supplier agrees fraty Product(s) is found by a government agenayereign, legislative or executive
branch of government, or a court of competent dlictton to be in violation of any applicable lawregulation, Supplier shall be
solely responsible for the necessary repair, reptent, or other remedy of such violation: costuaftsreplacement, freight charges,
duties and taxe:

(b) Compliance with Applicable Laws. Suppliertdes that all of the Product(s) to be furnishedier this Agreement will be
manufactured or supplied by Supplier in accordamitle all applicable government provisions and degions in the CE mark.
Distributor will be responsible for making adjustm= if needed, to meet local regulati

Warranty and Maintenan

5.1 Warranty, Maintenance Obligations of Supplier tgtBbutor.

(a) All Warranty claims against Supplier shall be magieDistributor, regardless of whether Distributastransferred title or possess
of the Product(s) to other partie




(b)

(©

(d)

(e)

The Warranty is contingent upon the proper afsthe Product(s), and does not cover Produtttés)have been modified without
Supplier’s approval, or that have been subjechigsual physical or electrical stress, misuse, Untaized use, negligence or
accident, or that have passed their expiration.:

Supplier makes no warranty in respect of ssoges and other parts made by other supplieth#ve been attached or connected to
the Product(s)

THE FOREGOING WARRANTIES SET FORTH IN SECTIGNL ABOVE ARE EXCLUSIVE AND IN LIEU OF ALL OTHER
WARRANTIES, EITHER WRITTEN, ORAL OR IMPLIED, WHICHARE HEREBY SPECIFICALLY DISCLAIMED AND
EXCLUDED BY SUPPLIER, INCLUDING, BUT NOT LIMITED TOQANY WARRANTY OF MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE OR USE AND NON-IRINGEMENT OR ANY IMPLIED WARRANTIES
ARISING BY COURSE OF DEALING OR USAGE OF TRADE). BHSOLE AND EXCLUSIVE REMEDIES OF DISTRIBUTO
FOR BREACH OF PRODUCT(S) WARRANTY SHALL BE LIMITEDO THE REMEDIES PROVIDED IN THIS
AGREEMENT.

(NOTWITHSTANDING ANY OTHER PROVISION OF THIBGREEMENT, SUPPLIER SHALL NOT BE LIABLE TO ANY
PERSON FOR ANY SPECIAL, CONSEQUENTIAL, INCIDENTALRINDIRECT DAMAGES, HOWEVER ARISING,
INCLUDING, BUT NOT LIMITED TO, DAMAGES TO OR LOSS 6 PROPERTY OR EQUIPMENT, LOSS OF PROFIT, LOSS
OF USE OF DATA, LOSS OF REVENUES OR DAMAGES TO BM&ESS OR REPUTATION ARISING FROM THE
PERFORMANCE OR NON-PERFORMANCE OF ANY ASPECT OF B-AGREEMENT OR ANY ORDER HEREUNDER, OR
FROM ANY CAUSE WHATSOEVER ARISING FROM OR IN ANY WX CONNECTED WITH THE MANUFACTURE, SALE
HANDLING, REPAIR, MAINTENANCE OR USE OF THE PRODU(CS), WHETHER OR NOT SUPPLIER SHALL HAVE
BEEN MADE AWARE OF THE POSSIBILITY OF SUCH LOSS. ANOTHER PRODUCT(S) REPRESENTATIONS OR
WARRANTY MADE BY ANY OTHER PERSON OR ENTITY, INCLUING EMPLOYEES OR REPRESENTATIVES OF
DISTRIBUTOR THAT ARE INCONSISTENT HEREWITH, SHALL B DISREGARDED AND SHALL NOT BE BINDING
UPON SUPPLIER. IN NO EVENT SHALL SUPPLIER’S LIABIOlY FOR PARTICULAR UNITS OF THE PRODUCT(S)
HEREUNDER EXCEED THE PURCHASE PRICE OF SUCH UNI




5.2

®

This Section 5.1 shall survive expiration or teratian of this Agreemen

Warranty and Maintenance Obligations of DistributoCustomer.

@

(b)

Distributor shall make no warranties or guaranteitls respect to Product(s) or the use thereof exasprovided herein or otherwi
authorized in writing by Supplie

Distributor shall educate and inform End Wsefrthe proper and safe use of the Product(ghdrevent that Distributor learns or
becomes aware of any information indicating that @fithe Product(s) have failed to perform satigfety, or receives any
complaints or information from anyone concerning safety and/or merchantability of any of the Prif), Distributor shall notify
Supplier immediately. Distributor shall maintaifila of customer suggestions, comments, incidepors and Distributor responses
and shall forward all such information to the Sugapin writing on the last day of each quarter thggeement is in effect and for a
period of 6 months from the termination of this Agment if such information becomes available aéenination.




6. Intellectual Property and Owners

6.1 Distributor acknowledges and agrees t

(@ All intellectual property rights pertaining the Product(s), including but not limited to page know-how, copyright, trademarks,
whether protectable or not, registered and unrexgidt owned and/or otherwise used by Supplier Brybadwill related thereto
(collectively, the “IP Rights ") are and shall remain at all time, as betweenpBepand Distributor, the exclusive property of
Supplier and may not be exploited, reproduced ed Uy Distributor except as expressly permittedennilis Agreemen

(b) Distributor shall not have or acquire anyhtigitle or interest in or otherwise become eatitto any IP Rights by taking delivery of,
making payment for, distributing and/or sellingodiherwise using or transferring the Product

(c) Distributor shall take all reasonable meastioeensure that all IP Rights of Supplier shatiae with Supplier, including promptly
notifying Supplier of any possible infringementttyrd parties of Supplier’s IP Rights and partitipg with Supplier, at Supplier’s

expense, in any legal action against such infrirgggrthat in Supplier’'s sole judgment is requireddmtection or prosecution of
Supplie’s rights.




6.2

6.3

6.4

(d) Supplier shall be the owner of the ProdugjiBeation in the Territory Distributor shall forncha copy of the completed registration
as soon as the registration is completed and fiead

Without derogating from Section 6.1 abo

(@ Supplier may at any time affix Supplier'sdeaname, service marks or trademarks (tfieatlemarks ) to any of the Product(s) and
use the Trademarks in relation to any services &mgrovides hereunder in connection with the Riais); Distributor shall not
make any changes to the Trademarks used on Prdadu&tspplier.

(b) Distributor shall not have or acquire anyhtigitle or interest in or otherwise become eatitto use any of the Supplier's
Trademarks, either alone or in conjunction witheottvords or names, or use the goodwill thereofeuit the express written cons

of Supplier in each instance; a

(c) Distributor shall not to apply for or oppose regition of any trademarks, including the Trademaukgd by Suppliel

Nothing contained in this Agreement shall be caretras conferring on either party any right or isipg any obligation to use in advertisi
publicity or otherwise any trademark, name or syhuf¢he other party, or any contraction, abbregiaor simulation, except as expressly

provided for in this Agreemer

Distributor acknowledges that no license or righgiianted hereby with respect to Sup| s intellectual property




Confidentiality

7.1

7.2

7.3

Without the written consent of the other paneither party shall disclose to any third padyuse for its own benefit or the benefit of other
either during or after the Term of this Agreemamly confidential or proprietary business or tecahisformation of the other party that has
been identified as confidential or proprietary bg tisclosing party in accordance with Sectionb@w.

To be considered proprietary information,itifermation must be (i) disclosed in writing ohet tangible form and marked confidential or
proprietary, or (ii) disclosed orally or visualigentified as confidential at the time of disclasand reduced to writing and marked

confidential or proprietary within thirty (30) dag$ the disclosure therec

Proprietary information shall not includedrrhation which (i) is already rightfully known oebomes rightfully known to the receiving party
independent of proprietary information discloseceheder; (ii) is or becomes publicly known throughwrongful act of the receiving party;
(iii) is rightfully received from a third party wibut similar restrictions and without breach ostAgreement; or (iv) in the opinion of couns
is required to be disclosed to comply with any agtile law, regulation or order of a governmenhatity or court of competent jurisdiction,
in which event the receiving party shall, priostech disclosure, advise the other party in wriththe need for such disclosure and use its
reasonable best efforts to obtain confidentialtineat of such informatior




Indemnification and Insuran

8.1 Supplier IndemnificationSupplier shall indemnify, hold harmless and ddfBistributor, its successors and assigns foioabés, claims and
defense costs claimed by any third party for ajyryn death or property damage suffered by suald thérty to the extent resulting from a
defect in the manufacture or design of the Prog)stipplied hereunder, unless such injury, deafivaperty damage is the result of
Distributor’s negligence, willful misconduct, brédaof this Agreement or any modification made bytilisitor to the Product(s) without
Supplie’s consent

8.2 Distributor IndemnificationDistributor shall indemnify, hold harmless andestel Supplier, its successors and assigns foosdids, claims
and defense costs claimed by any third party fgriajury, death or property damage suffered by ghaid party to the extent resulting from
Distributor' s negligence, willful misconduct or breach of tAgreement

Terminatior

9.1 The Supplier may terminate this Agreement withtyh{BO) days written notice if the Distributc

(a) Is in default of its payment obligations herder, and such default continues for fifteen @&)s following receipt of written notice;
or,

(b) Is in default of any other material obligatibereunder and such default continues for th88) (lays following receipt of written
notice; or

(c) Fails to meet the Minimum Sales or Order Valueefindd inExhibit C .




9.2

9.3

9.4

9.5

(d) Distributes or attempts to distribute the Prodeetside of the Territory

Either party may terminate this Agreemetiéf other party is declared bankrupt or is involiredny insolvency proceedings, attachment or
other proceedings, which, in the reasonable opiofaither party prevents the other party from perfing its obligations under this
Agreement

Either party may terminate this Agreementaiioy reason or without reason with 90 (ninety) dasigten notice (hereinafter Termination
Notice”) without further penalties or indemnification,guided however that Distributor may conclude angddeg Sale. For the purpose of
this Section, Pending Sale shall be defined assaleyto a prospect end-user that the Distributerdnavided with a written sales-quote prior
to the end of the Termination Notice, to a totahofmore than ten Pending Sal

Termination of this Agreement shall not affeicy obligations of either party incurred hereurg@r to such termination, or any obligations
that expressly survive termination of this Agreetn

Distributor is aware that in certain jurigtias and/or countries, local authorities requirat ta sole named importer of the Product is
authorized to distribute the Product in the Tenyitd herefore, distributor agrees to execute atioents required by the relevant authorities
for the purpose of execution of this Agreement simall further provide the Supplier, upon its firstjuest with all documents and signatures
required for the purpose of disengaging distribamthe Supplier’'s sole names distributor in theiftey as set forth ifExhibit F of this
Agreement




10.

General Provisior

10.1 Relationship of the PartieBistributor shall act as an independent contragiorchasing Product(s) from Supplier and resgliirem in the
Territory. Distributor shall not act, and shall ha& deemed as, agent for Supplier, nor shall Distor have any right or power hereunder to
act for or to bind Supplier in any respect. Thigégment shall not be deemed to create any empéyptoyee relationship between Supplier
and Distributor, nor any agency, franchise, joiatture or partnership relationship between thaégsa

10.2 Amendment of Policies and ExhihiSupplier may at any time, by written notice tatfibutor, amend its policies relating to service,
Warranty, delivery, terms of sale, and/or amendBkieibits hereto; provided, that substantial adyesits to the Product(s) and the Territory
shall be made after Supplier has furnished Distoibwith a ninety (90) days written notic

10.3 AssignmentThis Agreement, and the Distributor’s rights afigations hereunder, shall not be assigned inlevbpin part by the
Distributor without the prior written consent of (glier. Any attempted assignment or delegation euittsuch consent shall be void and of no
effect. The Parties agree that the Supplier slaadelthe right to assign all of its rights and o#figns under this Agreement to an entity not a
party to this Distribution Agreement provided teath Entity undertakes the obligations of the Siepy




10.4

105

10.6

10.7

10.8

Notices. Any and all notices permitted or required to bedeunder this Agreement shall be in writing, sibhg the party giving such notic
and shall be delivered, personally or sent by faitsior registered mail or electronic mail, to thteer party at its address set forth in this
Agreement, or the latest known address of the p@ttg date of personal delivery, facsimile confitima date as stated on the facsimile
transfer report, or ten (10) days after being bgmegistered mail, shall be the date of such ac

Publicity. It is agreed the Supplier may identify Distribués a distributor of Supplier’'s Product(s) in adigements and other promotional
literature. It is further agreed that Distributoayridentify to its customers that Supplier is aigp of the Product(s) to Distributor. Neither
party shall otherwise use the name of the otheay paany advertising, publicity, promotional liggure, brochures, sales aids or marketing
tools without the prior written consent of sucheatparty.

Adreement Governdn the event of any conflict between the termthef Agreement and the terms of any Supplier stribiutor purchase
order, sales contract or acknowledgment used inextion with any individual sale or purchase, #venis of this Agreement shall overrule,
unless otherwise expressly agreed to in writindistributor and Supplier at the time of such indival sale

No Waiver. Failure to enforce any rights hereunder, irrespeof the length of time for which such failurentinues, shall not constitute a
waiver of those or any other rights, nor shall aserby either party in one or more instances bestroed as constituting a continuing waiver
or as a waiver in other instanc

Governing Law This Agreement and the rights and obligationthefparties hereunder shall be governed by antbietied in accordance
with the laws of the State of Israel, without giyieffect to principles of conflicts of lav




10.9

10.10

10.11

10.12

Settlement of Disputed\ll disputes arising in connection with this Agreent shall be settled by arbitration. The arbarashall be held in
Tel Aviv, Israel. This provision shall expresslyrgive termination of this Agreemer

Complete Agreementhis Agreement, including the Exhibits heretostitutes the full and complete agreement of thidgmhereto and
supersedes all prior agreements and understandifagig to the subject matter hereof. Except hemtise provided in Section 10.2 above
elsewhere herein, this Agreement may not be ameodetherwise modified unless evidenced in writtmgl signed by Distributor and
Supplier.

Severancdf any provision or provisions of this Agreeménteld invalid, illegal, or unenforceable by a daf competent jurisdiction, such
provision(s) shall be severed, and the validitgaléy, and enforceability of the remaining prowiss shall not in any way be affected or
impaired thereby. The parties shall use all commallyaeasonable efforts to agree upon a valid emfdrceable provision for the severed
provision(s), taking into account the intent ofthigreement

Force MajeureFailure of either party to perform its obligatsounder this Agreement (except the obligation tker@ayments) shall not
subject such party to any liability or constitutbraach of this Agreement if such failure is causg@ny event or circumstances beyond the
reasonable control of such non-performing partgluiding without limitation acts of God, fire, exgion, flood, drought, war, riot, sabotage,
embargo, strikes or other labor trouble, failurevimole or in part of suppliers to deliver on schHeduaterials, equipment or machinery,
interruption of or delay in transportation (unlessised by the party so affected), a national heatthrgency or compliance with any order or
regulation of any government entity. A party whpseformance is affected by a force majeure eveait tike prompt action to remedy the
effects of such force majeure eve




10.13 _Further AssuranceEach party shall execute and deliver such fuith&ruments and do such further reasonable adtshéimgs as reasonak
may be required to carry out the intent and purpdskis Agreement

10.14 _CounterpartsThis Agreement may be executed in any numbeowofterparts (including facsimile counterparts) heatwhich shall be
original as against the party whose signature apphareon, but all of which taken together shatigtitute one and the same instrum

10.15 Survival. Sections 1, 3, 5, 6, 7, 8, 9, and 10.15 shalligarthe termination of this Agreeme

IN WITNESS WHEREOF, each of the parties has catisisdAgreement to be executed by its duly authdrizpresentative:

Inspire MD LTD. Distributor
By: /s/ Asher Holze By: /s/ Alan Sussma
Name: Asher Holzel Name: Alan Sussmal

Title: Presiden Title: Member




EXHIBIT A — PRODUCT(S)

MGuard coronary stent system




EXHIBIT B - TERRITORY

South Africa




EXHIBIT C —STENT PRICES AND SALES MINIMUM

Transfer Prices
Price per Stent440€, EX-WORKS Germany

Sales Minimum through the Term of the Agreement

06/201(-05/201’ 06/201-05/201: 06/201:-05/201:

Stent Quantity 30C
Total Order Value (il€) 132,00(

Sales Minimum for first quarters

Q310  Q4-10

Stent Quantity 13C
Price€ 44C
Total € 57,20(

Distributor shall place th&First ordef within 14 days from thé Effective Date”.

60C 1,00(
264,00 440,00
Q1-11
17¢
44¢
78,80(




EXHIBIT D - PAYMENT SCHEDULE

Payment by Distributor :

1. Payment of the First Order shall be made by 50% of the payment will be prepaytrand 50% of the payment by wire transfer tostigplier bank 30 days
from Airway Bill.

2. Payments of “Second Ordextid all other following orders shall be made by 58f%he payment will be prepayment and 50% of thgnpent by wire transf
to the supplier bank 30 days from Airway Bill.




Your Address
Phone/Fax

City, State, Zip Country

EXHIBIT E —PURCHASE ORDER

Order Date

3 Menorat Hamaor Si

Payment Terms

Tel Aviv EXW Point:
Israel Freight Terms
Phone:
Ship To: Invoice To:

Distributor

Address 1

Address ¢

City, State, Ziy

Phone: XXX-XXX-XXXX

Attn: Name

Cat Ship

Diameter Length Quantity Description No. Date




Signature:
Name:

Title:




Exhibit 23.1

i
pwec

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the use in this RegistrattateBient on Form S-1 of InspireMD, Inc. of our reptated September 11, 2012, which appears in such
Registration Statement. We also consent to theeefe to us under the heading "Experts" in suchidatjon Statement.

/sl Kesselman & Kesselmi
Certified Public Accountants (Ist
A member firm of PricewaterhouseCoopers Internatidimited

Tel-Aviv, Israel
November 7, 201




