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CALCULATION OF REGISTRATION FEE

Title of Each Proposed Maximum Amount of
Class of Securities Aggregate Offering Registration
To be Registered Price ) Fee

Common Stock, par value $0.0001 per share
Series A Convertible Preferred Stock, par valu@®01 per share

Total $ 34,500,002 $ 4,705.8(3)

(1) Estimated solely for the purpose of calculatimg registration fee pursuant to Rule 457(0) utiderSecurities Act of 1933, as amended.
(2) Includes shares that the underwriters havetien to purchase to cover overallotments, if any.
(3) Previously paid.

The registrant hereby amends this registration stament on such date or dates as may be necessarygléday its effective date until
the registrant shall file a further amendment whichspecifically states that this registration statemet shall thereafter become effective

in accordance with section 8(a) of the SecuritiescAof 1933 or until the registration statement shalbecome effective on such date as
the Commission acting pursuant to said section 8(ajnay 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 isgffe. 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 March 22, 201:

11,111,111 Shares of Common Stock
11,111 Shares of Series A Convertible Preferred Stk

We are offering 11,111,111 shares of our commockstad 11,111 shares of our Series A ConvertibdéelPred Stock (“Preferred Stock”).
This prospectus also relates to the offering ofstreres of common stock issuable upon conversitimredPreferred Stock. We intend to sell
securities with an aggregate purchase price ofn§iidn in this offering, with each purchaser hayithe option to choose whether to
purchase common stock, Preferred Stock, or a catibmof common stock and Preferred Stock. For shelne of Preferred Stock purchased

in the offering, we will reduce the number of stsané common stock being sold in the offering by0D,00ur common stock is quoted on the
OTC Bulletin Board under the symbol “NSPR.” On Maf®, 2013, the last reported sale price of ourmomstock was $2.70 per share.

We have applied to list our shares of common stocthe NYSE MKT under the symbol “NSPR.” We are Iigiing our Preferred Stock on
an exchange or any trading system and we do netcéxipat a trading market for our Preferred Stoikdevelop.

Each share of Preferred Stock is convertible in@0Q shares of our common stock at any time apphien of the holder, provided that the
holder will be prohibited from converting Preferr8tbck into shares of our common stock if, as alte$ such conversion, the holder,
together with its affiliates, would own more tha®@®% of the total number of shares of our commonlsthen issued and outstanding. In the
event of our liquidation, dissolution, or winding,tholders of our Preferred Stock will receive gmpant equal to $0.0001 per share of
Preferred Stock before any proceeds are distribotétte holders of our common stock. Each holddé?referred Stock is entitled to the
number of votes equal to the number of whole shairesmmon stock into which the shares of PrefeB8tatk held by such holder is then
convertible with respect to any and all mattersented to the stockholders for their action or ®ration. Holders of Preferred Stock vote
together with the holders of common stock as alsiolgss, except as provided by law and exceptiigatonsent of holders of a majority of
the outstanding Preferred Stock will be requiredrteend the terms of the Preferred Stock.

Our business and an investment in our common stoak Preferred Stock involve significant risks. Theseisks are described under the
caption “Risk Factors” beginning on pagel2 of this prospectus.

Neither the Securities and Exchange Commissiorangistate securities commission has approved applisved of these securities or
passed upon the accuracy or adequacy of this praspéAny representation to the contrary is a arahoffense.

Per Share Total
Public offering price of common stock $ $
Underwriting discount for common stock(Y) $ $
Public offering price of Preferred Stock $ $
Underwriting discount for Preferred Stock (1) $ $
Proceeds, before expenses, to InspireMD, Inc. $ $

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

The underwriters may also purchase up to an additib,666,666 shares of common stock from us aptiéic offering price,
less the underwriting discount, within 30 days frtiva date of this prospectus to cover overallotsient

The underwriters expect to deliver the shares agaisyment in New York, New York on 013.

Cowen and Company

JMP Securities
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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 éfie 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 thigprospectus reflects a one-for-four reverse stoclpit of our
common stock that occurred on December 21, 2012.
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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 securities. You should carefully reaé prospectus and the
registration statement of which this prospectus art in their entirety before investing in ourcseties, 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 subsidiarieslirding InspireMD Ltd.,
taken as a whole.

” o

Unless otherwise indicated, all information in tpi®spectus reflects a one-for-four reverse stqdk af our common stoch
that occurred on December 21, 2012.

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 $9ldomiuring the six
months ended December 31, 2012, a net loss of sippaitely $7.1 million during the six month transiti period ended June
30, 2012, and a net loss of approximately $14.%ianiburing the fiscal year ended December 31, 2B8Etause we have had
recurring losses and negative cash flows from ajpgractivities and have significant future commnetms, substantial doubt
exists regarding our ability to remain in operatérthe same level we are currently performingtherr the report of
Kesselman & Kesselman C.P.A.s (Isr.), our indepehrigistered public accounting firm, with respicour financial
statements at June 30, 2012, December 31, 20124ty for the six month period ended June 30, 284@,years ended
December 31, 2011, 2010 and 2009 contains an eaplgnparagraph as to our potential inability tatimue as a going
concern.

Our initial products are marketed for use mainlpatients with acute coronary syndromes, notahlyeamyocardial
infarction (heart attack) and saphenous vein g@nary interventions (bypass surgery). Accordinthe TYPHOON STEMI
trial (New England Journal of Medicine, 2006) ahd §OS SVG Trial (Journal of the American Colle§€ardiology, 2009),
of patients with acute myocardial infarction angltsanous vein graft coronary interventions, 7.5%4% experience major
adverse cardiac events, including cardiac deatirt lagtack and restenting of the artery. When periiog stenting procedures |in
patients with acute coronary symptoms, intervemti@ardiologists face a difficult dilemma in chaugibetween bare-metal
stents, which have a high rate of restenosis (faomaf new blockages), and drug-eluting (drug-edaistents, which have a
high rate of late thrombosis (formation of clotsntits or years after implantation), require admiatgbn of anti-platelet drugs
for at least one year post procedure, are mordyabstn bare-metal stents and have additional sfféets. We believe that
MGuard is a simple and seamless solution for tpasents.

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 Magknsandatory conformance mark on many products rtexika the Europear
Economic Area and certifies that a product hasEuebpean Union consumer safety, health or environaheequirements. We
began shipping our product to customers in Europinuary 2008 and have since expanded our gl@sgbdtion network to
Southeast Asia, India, Latin America and Israeltibgithe summer of 2012, we submitted an investigat device exemption
application to the U.S. Food and Drug Administratio conduct a pivotal trial that we intend to fotime basis of an applicatio
to sell and market MGuard Coronary in the Uniteat&t. On August 29, 2012, this

=
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application was denied due to numerous deficien€@e&sDecember 17, 2012, we submitted a revisedagtion to the U.S.
Food and Drug Administration that addressed theessited in the disapproval letter. In additioe, substantially changed th
design of the planned trial at that time. On Jand&; 2013, the U.S. Food and Drug Administratesued us a second letter
disapproving our investigational device exemptippleation. The U.S. Food and Drug Administratiamted that although ou
December 17, 2012 letter addressed some of thesigsted in the August 29, 2012 disapproval lettesre remained additiona
deficiencies to be addressed to support the imtiaif a human clinical study. We are currentiiscussions with the U.S.
Food and Drug Administration as to the resolutibthese deficiencies. The enroliment initiation floe study is expected to
occur in the second calendar quarter of 2013. Maedhe enrollment phase for the study is expetddast 15 months and w!
expect that subjects in the study will be followed13 months with assessments at 30 days, siximand 12 months, with
angiographic subgroup analysis occurring afterthirteenth month. These figures and dates, howevay,change based on t
final design of the study that is approved by th8.Urood and Drug Administration. Presently, noheus products may be
sold or marketed in the United States. See “Busired-uture Clinical Trial for MGuard Coronary — USood and Drug
Administration Trial.”

Our initial MGuard Coronary products incorporatesta@inless steel stent. We subsequently replaéedttinless steel
platform with a more advanced cobalt-chromium baslatform, which we refer to as the MGuard Prifffeversion of our
MGuard Coronary. We believe the new platform withye to be superior because cobalt-chromium stastgenerally 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 Corot@mmgarket our new cobalt-chromium based MGuard rersion 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-chremitased MGuard Prime version of the MGuard Corgrasyapplicable

For the six months ended December 31, 2012, oalri@¢enue was approximately $1.9 million and cetrlass was
approximately $9.4 million. For the six months etidenne 30, 2012, our total revenue was approxisn&&IL million and our
net loss was approximately $7.1 million. For tharyended December 31, 2011, our total revenue p@®xmately $6.0
million and our net loss was approximately $14.Wiom.

Recent Events

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

On October 24, 2012, we published the results oM@uard for Acute ST Elevation Reperfusion TrilIASTER Trial), a
prospective, randomized study in Europe, South Agaeand Israel to compare the MGuard Coronary stithtcommercially-
approved bare metal and drug-eluting stents ineaatgy superior myocardial reperfusion (the restoratf blood flow) in
primary angioplasty for the treatment of acute STERNe 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 witbrarercially-
approved bare metal or drug-eluting stent. The MERTTrial demonstrated that among patients with@&REMI undergoing
emergency percutaneous coronary intervention, giogtasty, MGuard Coronary resulted in superioesaif epicardial
coronary flow, or blood flow within the vesselstinan along the outer surface of the heart, andptetra ST-segment
resolution, or restoration of blood flow to the Heauscle after a heart attack, compared to comialr@pproved bare metal
or drug-eluting stents. However, each of MGuardoBary and commercially-approved bare metal or diuging stents
showed similar rates of major adverse cardiac ev@dtdays following the procedure.

11
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We effectuated a one-for-four reverse stock splibecember 21, 2012 in order to bring our stockepimto compliance
with the listing requirements of the NYSE MKT, omieh we have applied for listing.

On January 3, 2013, Ofir Paz resigned as our eie€utive officer, and Alan Milinazzo was appoinsedour new
president, chief executive officer and member efltbard of directors. Mr. Paz remains as a memfbeurdboard of directors.

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 tegeinto an artery to expand the
inside passage and improve blood flow.

According to the 2012 MEDTECH OUTLOOK produced andary 2012 by the Bank of Montreal Investment Bagnk
Group, known as BMO Capital Markets, revenues fthenglobal coronary stent market are predictedightly decline,
although in volume of stents the market is predi¢tecontinue to grow. The growth in volume is doi¢he appeal for less
invasive percutaneous coronary intervention prom=iand advances in technology coupled with theease in the elderly
population, obesity rates and advances in techgolog

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 2012 MEBCH OUTLOOK produced by the BMO Capital Marketslanuary
2012, the percutaneous coronary intervention pragsdinvolving stents are increasingly being usettietat coronary artery
diseases with a 71% penetration rate in 2010.

Our Products and Applications

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

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 Coronaryhnat bio-stable mesh, is
comprised of our mesh sleeve wrapped around desaisteel bare-metal stent. The current MGuarddviersion of our
MGuard Coronary with a bio-stable mesh is comprizeour mesh sleeve wrapped around a cobalt-chmonhiare-metal stent
In comparison to a conventional bare-metal steatbalieve the MGuard Coronary with a bio-stablehr@®vides protection
from embolic showers. Results of clinical trialsthe MGuard Coronary stent, including the MAGICAUSCIONE MGuard
international registry (iMOS) clinical trials de@med below (see “Business — Comparison of Clinta@l Results to Date with
Results Achieved Using Bare Metal or Drug-Elutirtgrés in the STEMI population” below), as well he MASTER trial,
indicate positive outcomes and safety measuresrddudts of these clinical trials for the MGuardr@uary stent suggest highe
levels of reperfusion (blood flow through the miciroulatory system, those blood vessels which leeeohly visible with a
microscope) and high levels of complete ST resofufan indication that heart muscle activity hdanmeed to normal), as
compared to the levels and rates of other barelraethdrug-eluting stents.

=

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 congtde levels of
reperfusion and complete ST resolution as the M@&Qaronary with a bio-stable mesh, as describegtggtand a comparativd
restenosis rate, which is the rate at which patierperience formation of new blockages in thagrags, when compared to
existing drug-eluting stents. This
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product is currently planned, but not yet underadieegment. The bio-absorbability of MGuard Coronaith a drug eluting bio
absorbable mesh is intended to improve upon thalbsorbability of other drug-eluting stents, irligf the large surface area
of the mesh and the small diameter of the fiber.iteend to study whether the protective sleevehenMGuard Coronary with
a drug-eluting bio-absorbable mesh can improveoumifdistribution of the applied drug to the vessell for improved drug
therapy management compared to other drug-elutengss where the drug is distributed on the swaty. If this intended
result is achieved with respect to the improved amébrm distribution of the applied drug to thesgel wall, the total dosage pf
the medication potentially could be reduced whileréasing its efficacy. MGuard Coronary with a daligting bio-absorbable
mesh is expected to promote smooth and stable leglddtcell growth and subsequent attachment tduimen of the vessel
wall, which is essential for rapid healing and reany. In addition, we believe bio-absorbable drugieg mesh may enable the
use of more effective drug therapies that presexahnot be effectively coated on a metal-based dtento their poor diffusion
capabilities. Because the drug-eluting bio-absdebatesh will be bio-absorbable, we anticipate thatmesh will completely
dissolve after four months, which we expect wilut in fewer of the chronic long term side effetttat are associated with the
presence of the drug.

MGuard — Carotid Applications

We intend to market our mesh sleeve coupled wiblaexpandable stent (a stent that expands withallidon dilation
pressure or need of an inflation balloon) for usedrotid-applications. This product is currenthder development, although
we have temporarily delayed its development uwlilional funding is secured. We believe that ouBh4rd design will
provide substantial advantages over existing thesap treating carotid artery stenosis (blockageasrowing of the carotid
arteries), like conventional carotid stenting andaterectomy (surgery to remove blockage), gihensuperior embolic
protection characteristics witnessed in coronatgrial disease applications. We intend that thedimiprotection will result
from the mesh sleeve, as it traps emboli at tteirce. In addition, we believe that MGuard Caretill provide post-procedurg
protection against embolic dislodgement, which @agur immediately after a carotid stenting procedand is often a source pf
post-procedural strokes in the brain. Schofer|.€tlzate cerebral embolization after emboli-prdest carotid artery stenting
assessed by sequential diffusion-weighted magretmnance imaging,JJournal of American College of Cardiology
Cardiovascular InterventionsVolume 1, 2008) have also shown that the majafitthe incidents of embolic showers
associated with carotid stenting occur immediapelgt-procedure.

MGuard — Peripheral 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 usperipheral applications. This product is curnenthder development,
although we have temporarily delayed its develogmaetil additional funding is secured. Peripherale#y Disease, also
known as peripheral vascular disease, is usuallyatierized by the accumulation of plaque in atein the legs, need for
amputation of affected joints or even death, whetneated. Peripheral Artery Disease is treateceltly trying to clear the
artery of the blockage, or by implanting a sterthia affected area to push the blockage out ofvéneof normal blood flow.

As in carotid procedures, peripheral procedureshagacterized by the necessity of controlling eliatshowers both
during and post-procedure. Controlling embolic sasas so important in these indications that pliges often use covered
stents, at the risk of blocking branching vesdelgnsure that emboli does not fall into the blaocsn. We believe that our
MGuard design will provide substantial advantagesr @xisting therapies in treating peripheral grigenosis (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 with bio-stable
mesh product in our current business plan. Theofifee term “to be determined” in the table beloithwegard to certain
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 CQ2-2016 2016
Bio-Stable Mesh Coronary
MGuard Peripheral Plus  Peripheral CQ1-2011 To be To be To be To be
Bio-Stable Mesh Arteries determined determined determined determined
MGuard Carotid Plus Carotid CQ1-2011 To be To be To be To be
Bio-Stable Mesh Arteries determined determined determined determined
(submitted
for approva
January
2013)
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 maskd MGuard Peripheral with bio-stable mesh, weetdatermined that
the expected commencement of sales in the Eurdpgeimm cannot be accurately predicted since we daleyed the
development of these products until additional faogdor their development is secured.

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

Growth Strategy

Our primary business objective is to utilize oungmietary technology to become the industry stashflartreatment of acute
coronary syndromes and to provide a superior soiutt 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 as@grSouth Korea
and certain smaller countries in Latin America.tBg time we begin marketing this product in thetBhiStates, we
expect to have introduced the MGuard Coronary teldgy to clinics and interventional cardiologistsand the world,
and to have fostered brand name recognition andspigad adoption of MGuard Coronary. We plan tomdish this
by participating in national and international cenginces, conducting and sponsoring clinical triallishing articles i
scientific journals, holding local training sessiaand conducting electronic media campaigns.

»  Successfully develop the next generation of MGuarstents. While we market our MGuard Coronary with bio-$éalp
mesh, we intend to develop the MGuard Coronary witliug-eluting mesh. We are also working on ourud@ stents
for carotid, for which we submitted an application
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Risks Associated with Our Business

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

for CE Mark approval in January 2013. In additiwe, released our cobalt-chromium version of MGuandoBary,
MGuard Prime, in 2010, which we anticipate will lege the original stainless steel-based versidi@tiard 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 abeowe believe that we will eventually be able to agli
our proprietary technology to address imminent rerieeds for new product innovations to signifisaimprove
patients’ care. We are securing intellectual priypeghts using our mesh technology in the aredsraiih aneurism,
treating bifurcated blood vessels and a new conaieglistal protective devices. We believe thesasave large
growth potential given, in our view, that presesiusions are far from satisfactory, and there ssgmificant demand for
better patient care. We believe that our patemis patent applications once allowed, can be patpractice 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.

Continue to protect and expand our portfolio of paents. Our patents and their protection are criticadtio success.
We have filed nine separate patent applicationsdiotMGuard technology in the United States (inzigdne 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 collectielyer 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 China for fotenqa and in each of the United States and Souihaior one patent
See “Business — Intellectual Property — Patents.”

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

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

the risk that one or more third parties mighég# violation of their intellectual property riglitsa way that hinders or
prevents commercialization of our products;

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

the risk that the data collected from our curi@md planned clinical trials may not be sufficiemtiemonstrate that the
MGuard technology is an attractive alternativetteeo procedures and products;
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» intense competition in our industry, with compat 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 podétgichnological obsolescence of our products;
* loss of a key customer or supplier;

» 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 resesc@mtists.

Corporate and Other Information

We were organized in the State of Delaware on Fepr9, 2008 as Saguaro Resources, Inc. to engdbe acquisition,
exploration and development of natural resourcegnttes. On March 28, 2011, we changed our nanme f@aguaro
Resources, Inc.” to “InspireMD, Inc.”

Our principal executive offices are located at 4@t Hamaor St., Tel Aviv, Israel 67448. Our télepe number is 972-3
691-7691. Our website addresswsw.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

Common stock offered by the Company:

Common stock to be outstanding after this offering:

OTC Bulletin Board symbol:

Proposed symbol and listing:

Series A Convertible Preferred Stock

Preferred Stock offered by the Company:

Conversion:

Liquidation Preference:

Voting rights:

Dividends:

Listing:

11,111,111 shares (or 12,777,777 shares if the
underwriters exercise in full their overallotment

option to purchase additional shargs)

29,709,340 shares (or 31,376,006 shares if the
underwriters exercise in full their overallotment

option to purchase additional shargs)
NSPR

We have applied to list our shares of common stock
on the NYSE MKT under the symbol “NSPR.”

11,111 share®

Each share of our Preferred Stock is convertilile in
1,000 shares of our common stock at any time at the
option of the holder, provided that the holder i
prohibited from converting Preferred Stock into
shares of our common stock if, as a result of such
conversion, the holder, together with its affilgate
would own more than 9.98% of the total number of
shares of our common stock then issued and
outstanding.

In the event of our liquidation, dissolution, or
winding up, holders of our Preferred Stock will
receive a payment equal to $0.0001 per share of
Preferred Stock before any proceeds are distributed
to the holders of our common stock.

Each holder of Preferred Stock is entitled to the
number of votes equal to the number of whole st

of common stock into which the shares of Preferred
Stock held by such holder is then convertible with
respect to any and all matters presented to the
stockholders for their action or consideration.
Holders of Preferred Stock vote together with the
holders of common stock as a single class, except a
provided by law and except that the consent of
holders of a majority of the outstanding Preferred
Stock will be required to amend the terms of the
Preferred Stock.

Shares of Preferred Stock will not be entitled to
receive any dividends, unless and until specifycall
declared by our board of directors.

We are not listing our Preferred Stock on an
exchange or any trading system and we do not
expect that a trading market for our Preferred IStoc
will develop.
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Use of proceeds: We intend to use the net proceeds of this offefing
redeem our convertible debentures, to support the
worldwide commercialization of MGuard in acute
myocardial infarction and pursue U.S. Food and
Drug Administration approval in the United States,
and for general corporate purposes. See “Use of
Proceeds” beginning on pag8g 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 our
securities.

(1) All share amounts are adjusted for the onefdar-reverse stock split that occurred on Decen2ie2012.

(2) Based on an assumed offering price of $2.7Gpare (which is the last reported sales pricauofcommon stock on March
18, 2013).

(3) Based on an assumed offering price of $2,70Glpare (which is equal to the last reported satfies of our common stock
on March 18, 2013 multiplied by 1,000). For eachrstof Preferred Stock purchased in the offeringyill reduce the
number of shares of common stock being sold iroffexing by 1,000.

The number of shares of common stock outstanditeg #fis offering is based on 18,598,229 sharestauding on March
18, 2013 and excludes:

e 1,953,712 shares of common stock issuable upmexhrcise of currently outstanding warrants witlegercise price of
$7.20 per share;

* 637,500 shares of common stock issuable upoaxteise of currently outstanding warrants witte&arcise price of
$6.00 per share;

e 57,974 shares of common stock issuable uponxaeise of currently outstanding warrants with &areise price of
$4.93 per share;

e 1,798,876 shares of common stock issuable upmodhversion of our senior secured convertible dielves due April
5, 2015;

* 3,612,737 shares of common stock issuable upmmsthrcise of currently outstanding options witkreise prices
ranging from $0.001 to $10.40 and having a weigltegtage exercise price of $4.72 per share;

* 1,618,650 shares of common stock available faréuissuance under our 2011 UMBRELLA Option Plamd

« any additional shares of common stock that welgvbe required to issue to the investors in ourdie&81, 2011
financing in the event that the actual offeringcprof our common stock in this offering is below®bper share and/o
the actual offering price of our Preferred Stockhiis offering is below $6,000 per share. Basedmwassumed offering
price of $2.70 per share of common stock (whidhéslast reported sales price of our common stocklarch 18,
2013) and $2,700 per share of Preferred Stock, addibe required to issue 460,943 additional shafresmmon
stock to our March 31, 2011 investors. See “Risttéid@ — Risks Related to Our Organization, Our 8éea and This
Offering — Should we issue shares of common stodkis offering below $6.00 per share and/or shaféxeferred
Stock in this offering below $6,000 per share, ilt result in the issuance of additional shareghait any new
consideration, to the investors in our March 311, 2financing.”

Unless otherwise stated, all information contaiimethis prospectus assumes no exercise of the ltatenant option grantedl
to the underwriters.
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Summary Consolidated Financial Data

The following summary consolidated financial datawdd be read in conjunction with the consoliddtadncial 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 arid@dbe years ended December 31, 2011, 2010 abe@i t28ve been derived
from the audited consolidated financial statemémtsuch years, included in this prospectus. THarlzz sheet data at
December 31, 2012 and the statement of operatiatasfor the six months ended December 31, 20126ami have been
derived from the unaudited consolidated finandialesnents for such periods, included in this proge Our historical results
are not necessarily indicative of the results tekgected for the full fiscal year.

The historical share and per share amounts sétlfetow reflect the one-for-four reverse stocktspfliour common stock
that occurred on December 21, 2012.

Statement of Operations Data
Six Months Ended

Year Ended December 31, December 31,
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 $ 494¢ $ 3,411 $ 1,85¢ % 3,27¢
Cost of revenues $ 1377 % 3,011 % 2,69 $ 2291 % 7778 1,472
Gross profit (loss) $ 694 $ 299 % 225: % 1,12 % 1,08: $ 1,80¢
Gross margin 34% 50% 46% 33% 58% 55%

Total operating expenses  $ 785 $ 16,72: $ 547: $ 3831 $ 8,72¢ $ 12,19!
(7,08) $ (14669 $ (3420 $ (2729 $ (9420 $ (10,519

©“

Net loss

Net loss per shar basic and
diluted $ 042 $ (095 $ 0.2 $ 029 $ (059 $ (0.69)

Weighted average number @
ordinary shares used in
computing net loss per
share — basic and diluted 17,044,22 15,359,92 12,308,63 11,914,71 17,401,02 16,374,63

As adjustedl) net loss per
share — basic and diluted
(Unaudited) $ 0.7¢) $ (0.9 $ 0.2 $ 029 $ 039 $ (0.69)

As adjusted?) weighted
average number of ordina
shares used computing n¢
loss per share — basic anc
diluted (Unaudited) 19,311,29 15,359,92 12,308,63 11,914,71 22,255,24 16,374,63

(1) The unaudited as adjusted amounts give effectit receipt of the net proceeds from the salasiiy 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 debesguas described in “Us
of Proceeds.” The unaudited as adjusted amountsnasthat all purchasers elect to purchase comnoak.sThe “As
adjusted weighted average number of ordinary shesed computing net loss per share — basic antedilonly includes
the number of shares issued in order to redeenodmeand not the total shares issued in the offerin

The increase in the “As adjusted net loss per shabasic and diluted” for the six months ended J8®e2012 was due to
high financial expenses resulting from the amotitiraof the convertible debentures to the redemmpéimlue. The decrease in
the “As adjusted net loss per share — basic andedi! for the six months ended December 31, 2012 due to the cancelatid
of the financial expenses related to the convertildbentures following its redemption.

3%
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Balance Sheet Data
December 31, 2012

(unaudited)

Actual As adjusted @
Cash and cash equivalents $ 5,43: $ 19,977
Restricted cash $ 93 3 93
Working capital? $ (430 $ 20,57
Total assets $ 11597 $ 25,36
Long-term liabilities $ 1,861 $ 1,861
Equity $ 204 $ 2043

(1) The unaudited as adjusted amounts give effectt receipt of the net proceeds from the salaoiy 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 be@w total current assets and total current ligdslit

11
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RISK FACTORS

Investing in our securities involves a high degvéesk. You should carefully consider the risksa#ed below and all of
the other information set forth in this prospedbe$ore deciding to invest in our securities. If afifhe events or developments
described below occur, our business, financial dtor or results of operations could be negativatfected. In that case, the
trading price of our securities could decline, ayal could lose all or part of your investment irr eacurities.

Risks Related to Our Business

The report of our independent auditors contains arplanatory paragraph as to our ability to continwes a going
concern, which could prevent us from obtaining ndimancing on reasonable terms or at all.

Because we have had recurring losses and negatiteflows from operating activities and have sigaiit future
commitments, substantial doubt exists regardingability to remain in operation at the same levelave currently performing.
Further, the report of Kesselman & Kesselman C$(r.), our independent registered public acdagrfirm, with respect to
our financial statements at June 30, 2012, DeceBihe2011 and 2010, and for the six month transitieriod ended June 30,
2012, and the years ended December 31, 2011, 20i1R09 contains an explanatory paragraph as tpatential inability to
continue as a going concern. Additionally, the deubgarding our potential inability to continueaagoing concern may
adversely affect our ability to obtain new finargion reasonable terms or at all.

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

To date, we have experienced net losses. A sulatpattion of the expenses associated with ourufeturing facilities
are fixed in nature (i.e., depreciation) and walluce our operating margin until such time, if e@srwe 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, ouastgic 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 assurbatee will ever generate sufficient revenues toobee profitable.

We expect to derive our revenue from sales of ousdrd stent products and other products we may diewelf we fail
to generate revenue from this source, our resulfoperations and the value of our business wouldrbaterially 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 unauthedzor infringing use by third parties depends sariglly on our ability to
obtain and maintain valid and enforceable pateitsilarly, the ability to protect our trademarkhitg might be important to
prevent third party counterfeiters from selling pgaality goods using our designated trademarld#treames. Due to evolving
legal standards relating to the patentability,digfiand enforceability of patents covering medidavices and pharmaceutical
inventions and the scope of claims made under thatents, our ability to enforce patents is undedad involves complex
legal and factual questions. Accordingly, rightsi@nany of our pending patent applications andnataay not provide us
with commercially meaningful protection for our grects or may not afford a commercial advantagensgaiur competitors or
their competitive products or processes. In additi@tents may not be issued from any pendingtardipatent applications
owned by or licensed to us, and moreover, patéatsthay be issued to us now or in the future mayaawalid or enforceable.
Further, even if valid and enforceable, our patemy not be sufficiently broad to prevent otheosrfrmarketing products like
ours, despite our patent rights.

12
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The validity of our patent claims depends, in pantwhether prior art references exist that desasibrender obvious our
inventions as of the filing date of our patent &ailons. We may not have identified all prior atch as U.S. and foreign
patents or published applications or publishedngifie literature, that could adversely affect hetentability of our pending
patent applications. For example, some materiateeices may be in a foreign language and may nohtevered 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 i 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 disdegeiTherefore, we cannot be certain that we weditst 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 positiorttre 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 difficultreprotecting, 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 paterghis on any patents issued on pending patent agipls, which may
prompt adversaries in such litigation to challettgevalidity, scope, ownership, or enforceabilifyoar patents. Third parties
can sometimes bring challenges against a patedéhta resolve these issues, as well. If a cowidés that any such patents
are not valid, not enforceable, not wholly ownedusy or are of a limited scope, we may not haveitie to stop others from
using our inventions. Also, even if our patent tggare determined by a court to be valid and eefirke, 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 @pemunimpeded by the patent and other intellegixggerty rights of others
that may cover our products.

We also rely on trade secret protection to pratectinterests in proprietary know-how and for prsses for which patents
are difficult to obtain or enforce. We may not lideato protect our trade secrets adequately. litiaddwe rely on non-
disclosure and confidentiality agreements with epgés, consultants and other parties to protegiaiit) trade secrets and
other proprietary technology. These agreementshedyreached and we may not have adequate remedi@syf breach.
Moreover, others may independently develop equintgdeoprietary information, and third parties malieywise gain access to
our trade secrets and proprietary knowledge. Asgldsure of confidential data into the public domai to third parties could
allow competitors to learn our trade secrets amdtlus 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 gtowould be limited and our business could be hagine

We currently manufacture our MGuard stent at oailifees in Tel Aviv, Israel, and we have contratteith QualiMed
Innovative Medizinprodukte GmbH, a German manufiast{ito 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 weneable 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.

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
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funds and hiring and retaining additional managdaraed technical personnel who have the necessamyfiacturing
experience. We may not successfully complete agyired scale-up in a timely manner or at all. l&ble to do so, we may not
be able to meet potential future demand. If weuaable to manufacture a sufficient supply of our M@l stent, our revenues,
business and financial prospects would be adveestdgted and we may suffer reputational harm, tisiculd further
adversely affect our revenues, business and finbpmspects. In addition, if the scaled-up promurcprocess is not efficient or
produces stents that do not meet quality and atiaedards, our future gross margins may declingo,Alur current and
planned personnel, systems, procedures and comayisot be adequate to support our anticipatedtprdf we are unable to
manage our growth effectively, our business coelthérmed.

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 mustwrcin a highly controlled, clean environment tonimiize 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 ariie, 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 humerous deficiencie®ur application which
may require, amongst other things, new and/or tepeasting in order to resolve. On December 1722%e sent a letter in
response to the U.S. Food and Drug Administratiat addressed the issues cited in the disapprettat.|In addition, we
substantially changed the design of the plannadidtithat time. On January 18, 2013, the U.S. FowtDrug Administration
issued us a second letter disapproving our invatstigal device exemption application. The U.S. Fand Drug Administration
noted that although our December 17, 2012 lettdrem$ed some of the issues cited in the Augu2®®, disapproval letter,
there remained additional deficiencies to be adegso support the initiation of a human clinidady. We are currently re-
evaluating the entirety of our investigational d@evexemption application that we sent to the Udddrand Drug
Administration and are in discussions with the Ur8od and Drug Administration regarding our invgational device
exemption application and planned human cliniaadigt including clinical protocol. We may determithat it is necessary to
modify some or all components of our investigatiaevice exemption application and planned humanicell study. Subject
to the outcome of our discussions with the U.S.d=aied Drug Administration, the enrollment initiatitor the study is
expected to occur in the second calendar quart2d3. Moreover, the enroliment phase for the siadkpected to last 15
months and we expect that subjects in the studybeifollowed for 13 months with assessments ad@, six months and 12
months, with angiographic subgroup analysis ocuografter the thirteenth month. These figures andsidowever, may
change based on the final design of the studyistegtproved by the U.S. Food and Drug Administratithere can be no
assurance that we will be able to resolve theseider€ies and secure approval of our investigatidegice exemption
application from the U.S. Food and Drug Administmat

If the U.S. Food and Drug Administration does rmprave our investigational device exemption appiéra we would be
unable to conduct a pivotal trial of our MGuard Quary with bio-stable mesh, thereby preventingrosifmarketing MGuard
Coronary with bio-stable mesh in the United Staist.being able to market MGuard Coronary with siable mesh in the
United States would have an adverse effect on
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our business. Moreover, even if the U.S. Food andj[Administration approves an investigational devéxemption
application to conduct a pivotal trial, the clinistudy we conduct may have unanticipated comptinatand delays, may be
more costly than we currently anticipate, and/oy iiadl to achieve the primary or secondary endmoifithe U.S. Food and
Drug Administration may approve our investigatiodaliice exemption application with conditions rilgtto the scope or
design of our clinical trials for which we have mpé&nned. These conditions may require us to dodldditional data, enroll
more patients, spend more time and expend morenesothan we currently anticipate, and these tiondimay make a
clinical trial in the United States more costly dimle consuming than we currently plan. Any unapéted costs and length of
U.S. clinical trials, along with our failure to delie primary or secondary endpoints would delappif prevent, our ability to
market our MGuard Coronary with bio-stable mesthUnited States, which would harm our business.

Clinical trials necessary to support a pre-markgiroval application to the U.S. Food and Drug Adnistration for our
MGuard stent will be lengthy and expensive and weéljuire the enroliment of a large number of patiex; and suitable
patients may be difficult to identify and recruiny such delay or failure of clinical trials coulgrevent us from
commercializing our stent products, which would reaally and adversely affect our results of operatis and the value
of our business.

Clinical trials necessary to support a pre-markgtraval application to the U.S. Food and Drug Adstmation for our
MGuard stent will be expensive and will require gmeoliment of a large number of patients, andablét patients may be
difficult to identify and recruit, which may cauaelelay in the development and commercializatioouwfproduct candidates.
Clinical trials supporting a pre-market approvaplagations for the Cypher stent developed by Johr&dohnson and the
Taxus Express2 stent developed by Boston Scie@uiporation, which were approved by the U.S. Faod Drug
Administration and are currently marketed, involyedient populations of approximately 1,000 and@,3espectively, and a
12-month follow up period. In some trials, a greaember of patients and a longer follow up periwaly be required. The U.S.
Food and Drug Administration may require us to siilolata on a greater number of patients or fomaéo follow-up period
than those for pre-market approval applicationgtierCypher stent and the Taxus Express2 stenenPanrollment in clinical
trials and the ability to successfully completeigrattfollow-up depends on many factors, including size of the patient
population, the nature of the trial protocol, tmeximity of patients to clinical sites, the elidiby criteria for the clinical trial
and patient compliance. For example, patients neagiscouraged from enrolling in our clinical triéfishe trial protocol
requires them to undergo extensive post-treatmemeplures or follow-up to assess the safety anckeff of our products, or
they may be persuaded to participate in contemeaanclinical 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 regulasind the type, complexity, novelty and intendedafse product, and can
continue for several years and cost millions ofatel The commencement and completion of clinigalst for our products
under development may be delayed by many factockjding governmental or regulatory delays and gearin 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 preclinistddies 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 jourmitias, 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 drugrejigients, provided by Johnson & Johnson, Bost@ngfic Corporation,
Medotronic Inc., Abbott Laboratories and others.
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We cannot provide any assurance that the datactaiérom our current and planned clinical trial e sufficient to
demonstrate that the MGuard stents are an atteaaligrnative to other procedures. If we fail tondastrate safety and efficacy
that is at least comparable to other drug-eluttegts or bare-metal stents that have received aggylapproval and that are
available on the market, our ability to succesgfolarket the MGuard stent will be significantly Ited. Even if the data
collected from clinical studies or clinical experie indicate positive results, each physician’saaxperience with our
MGuard stent will vary. Clinical trials conductedtiwthe MGuard Coronary stent have involved procedyperformed by
physicians who are technically proficient and d@ghkvolume stent users. Consequently, both shom-tend long-term results
reported in these clinical trials may be signifitamore favorable than typical results of practgphysicians, which could
negatively affect rates of adoptions of our produtte also believe that published peer-reviewethguarticles and
recommendations and support by influential physgigegarding our MGuard Coronary stent will be im@at for market
acceptance and adoption, and we cannot assurdgbwé will receive these recommendations and stipothat 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 Corostegt is a safe and effective alternative, it isandrug-eluting stent, which
may further hinder its support and adoption by ptiges.

Our products are based on a new technology, andhaee only limited experience in regulatory affairghich 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 suateasures have not been completely validated, regulagencies,
including the U.S. Food and Drug Administration yntake a significant amount of time in evaluatingguct approval
applications. For example, there are currently sweethods of measuring restenosis and we domaw kvhich of these
metrics, or combination of these metrics, will lomsidered appropriate by the U.S. Food and Drug iAdtnation for
evaluating the clinical efficacy of stents. Treahtsemay exhibit a favorable measure using oneesfe¢hmetrics and an
unfavorable measure using another metric. Any chamghe accepted metrics may result in reconfigpmeof, and delays in,
our clinical trials. Additionally, we have only lited experience in filing and prosecuting the aggtlons necessary to gain
regulatory approvals, and our clinical, regulatangl quality assurance personnel are currently ceatpof only eight
employees. As a result, we may experience delagsninection with obtaining regulatory approvalsdar products.

In addition, the products we and any potentialngses license, develop, manufacture and marksulject to complex
regulatory requirements, particularly in the Unifdtes, Europe and Asia, which can be costly iamet¢onsuming. There can
be no assurance that such approvals will be gramtextimely basis, if at all. Furthermore, thes@ be no assurance of
continued compliance with all regulatory requiretsemecessary for the manufacture, marketing ardafahe products we will
offer in each market where such products are eggddotbe sold, or that products we have commezei@diwill continue to
comply with applicable regulatory requirementsa overnment regulatory agency were to concludewbavere not in
compliance with applicable laws or regulations, dlgency could institute proceedings to detain meseur products, issue a
recall, impose operating restrictions, enjoin fetuiolations and assess civil and criminal penaltigainst us, our officers or
employees and could recommend criminal proseculiarthermore, regulators may proceed to ban, arestthe 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 obtainedifermanufacture, marketing and sale in any markany new product
developed or that any potential licensee will depelsing our licensed technology.

Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply viitongoing 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
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review and periodic inspections by the U.S. Foadl Brug Administration and other regulatory bodiesparticular, we and our
suppliers will be required to comply with the UF®od and Drug Administration’s Quality System Regjioh for the
manufacture of our MGuard stent, which covers tie¢thomds and documentation of the design, testiragiymtion, control,
quality assurance, labeling, packaging, storagesaipping of any product for which we obtain maikgtapproval in the
United States. The U.S. Food and Drug Administraginforces the Quality System Regulation througimaounced
inspections. We and our third-party manufactureds suppliers have not yet been inspected by thekd&d and Drug
Administration and will have to successfully contplsuch inspections before we receive U.S. regylatpproval for our
products. Failure by us or one of our supplierscimply with statutes and regulations administenethk U.S. Food and Drug
Administration and other regulatory bodies, oruedlto take adequate response to any observatiouls, result in, among
other things, any of the following enforcement aws:

e warning letters or untitled letters;

« fines and civil penalties;

e unanticipated expenditures;

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

« withdrawal or suspension of approval by the B&d and Drug Administration or other regulatorylies;
e product recall or seizure;

e 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 couldnmaur reputation and could cause our product saldgrofitability to
suffer. Furthermore, key component suppliers maycoaently be or may not continue to be in comptawith 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@mstitute promotion of an unapproved use, itdoatuest 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 hagiesd U.S. Food and Drug Administration approvat ttould
significantly affect its safety or effectivenesstloat would constitute a major change in its idieshuse, design or manufacture,
requires a new approval from the U.S. Food and Bwginistration. If the U.S. Food and Drug Admimgton disagrees with
any determination by us that new approval is nquired, we may be required to cease marketing cedall the modified
product until approval is obtained. In addition, eaild also be subject to significant regulatone§ or penalties.

Additionally, we may be required to conduct cogtyst-market testing and surveillance to monitordhikety 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, irthg unanticipated adverse events or adverse ®eéninanticipated
severity or frequency, manufacturing problems,adlufe to comply with regulatory requirements, sashQuality System
Regulation, may result in restrictions on such
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products or manufacturing processes, withdrawéh@fproducts from the market, voluntary or mandatecalls, fines,
suspension of regulatory approvals, product seizungunctions or the imposition of civil or crirahpenalties.

Further, healthcare laws and regulations may chamgficantly in the future. Any new healthcarevaor regulations may
adversely affect our business. A review of our bess by courts or regulatory authorities may reéswdtdetermination that
could adversely affect our operations. In addititve, healthcare regulatory environment may changeway that restricts our
operations.

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

We intend to market our products in internationatkets. In order to market our products in otheeifgn jurisdictions, we
must obtain separate regulatory approvals fromettodesained in the United States and Europe. Theoappprocedure varies
among countries and can involve additional testamgl the time required to obtain approval may diffem that required to
obtain CE Mark or U.S. Food and Drug Administratapproval. Foreign regulatory approval processesimdude all of the
risks associated with obtaining CE Mark or U.S.draad Drug Administration approval in addition ther risks. We may not
obtain foreign regulatory approvals on a timelyibas$ at all. CE Mark does not ensure approvatdyyulatory authorities in
other countries. We may not be able to file forulatpry approvals and may not receive necessamogpls to commercialize
our products in certain markets.

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

The medical device market is highly competitive. ¥denpete with many medical device companies irlthiéed States and
internationally in connection with our current puad and products under development. We face cotiggefrom numerous
pharmaceutical and biotechnology companies inltheapeutics area, as well as competition from anadmstitutions,
government agencies and research institutions. Wieecommercialize our products, we expect to fatenise competition
from Cordis Corporation, a subsidiary of Johnsodofinson, Boston Scientific Corporation, Guidantdienic, Inc., Abbott
Vascular Devices, Terumo and others. Most of ouarezit and potential competitors, including but lmited to those listed
above, have, and will continue to have, substdptigkbater financial, technological, research aedetbpment, regulatory and
clinical, manufacturing, marketing and sales, distion and personnel resources than we do. Therde no assurance that we
will have sufficient resources to successfully comnoralize our products, if and when they are appdofor sale. The
worldwide market for stent products is charactetilag intensive development efforts and rapidly axvag technology. Our
future success will depend largely upon our abttityanticipate and keep pace with those develomram advances. Current
or future competitors could develop alternativentestogies, products or materials that are morecttfe, easier to use or more
economical than what we or any potential licensaeelbp. If our technologies or products become lebs@r uncompetitive,
our related product sales and licensing revenuddaecrease. This would have a material adversetedin our business,
financial condition and results of 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 occuriedhe stent industry and the fact that we may gosempetitive threat to
some large and well-capitalized companies that omeontrol patents relating to stents and their osnufacture 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 moreasitipatents. It is also possible that a lawsudrésg patent infringement,
misappropriation of intellectual property, or reldtclaims may have already been filed against weghath we are not aware. A
number of stent-related patents are owned by &geland well-capitalized companies that are ag@récipants in the stent
market. As the number of competitors in the steatket grows, the possibility of patent infringembgtus, and/or a patent
infringement or misappropriation claim againstinsreases.

These companies have maintained their positioha@mtarket by, among other things, establishindléttial property
rights relating to their products and enforcingstheights aggressively against their
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competitors and new entrants into the market. Athe major companies in the stent and related etarkncluding Boston
Scientific Corporation, Johnson & Johnson and Medtr, Inc., have been repeatedly involved in pdiégation relating to
stents since at least 1997. The stent and relateklets have experienced rapid technological chandgeobsolescence in the
past, and our competitors have strong incentivesap or delay the introduction of new products tewhnologies. We may
pose a competitive threat to many of the companiéise stent and related markets. Accordingly, mafihese companies will
have a strong incentive to take steps, throughhpétigation or otherwise, to prevent us from coemgializing our products.

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 rizdée These raw materials or components may neayd be available at
our standards or on acceptable terms, if at atl,vee may be unable to locate alternative suppteroduce 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 acceptabtfeetd).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 conipleof our clinical
trials or commercialization of our products. In #idd, we will be required to obtain prior regulagapproval from the U.S.
Food and Drug Administration or foreign regulataxthorities to use different suppliers or composénat may not be as safe
or as effective. As a result, regulatory approaur 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, produasie 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 bgucts incorporating our
licensed technology if marketing approval is obdalifior such products, at a reasonable cost offfitigmt 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 signifiegense investigating and defending these claes 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 busjiggncial 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 implmha 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 coriegrie scope of the recall or as a result of gm@abe to our reputation for
quality and safety.
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The successful management of operations dependswumability to attract and retain talented personhe

We depend on the expertise of our senior manageamehtesearch personnel, which would be diffiauiteplace. The loss
of the services of any of our senior managementdomampromise our ability to achieve our objectivesrthermore, 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 veeuguable to attract, retain and motivate our keggrenel, our operations
may be jeopardized and our results of operationshmanaterially and adversely affected.

We are an international business, and we are exgbsevarious global and local risks that could hamematerial 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;
e greater risk of uncollectible accounts;

* longer collection cycles;

» logistical and communications challenges;

« potential adverse changes in laws and regulga@sgtices, including export license requirememege barriers, tariffs
and tax laws;

« changes in labor conditions;

* burdens and costs of compliance with a varietijpodign laws;

e political and economic instability;

* increases in duties and taxation;

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

» therisk of third party disputes over ownershifintellectual 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 econqréssure to contain reimbursement levels andhezak costs.
Profitability from international operations may lpaited by risks and uncertainties related to regiceconomic conditions,
regulatory and reimbursement approvals, competindyzts, infrastructure development, intellectualperty rights protection
and our ability to implement our overall businesategy. We expect these risks will increase agpwsue our strategy to
expand operations into new geographic markets. \Afemot succeed in developing and implementing #@ffeolicies and
strategies in each location where we conduct basingny failure to do so may harm our businessiltesf operations and
financial condition.

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

The availability and levels of reimbursement by ggmvmental and other third party payors affect tlzeket for our product
candidates. The efficacy, safety, performance astieffectiveness of our product
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candidates and of any competing products will deitee the availability and level of reimbursemengirRbursement and
healthcare payment systems in international maskagig significantly by country, and include bothvgonment sponsored
healthcare and private insurance. To obtain reisdment or pricing approval in some countries, wg berequired to produce
clinical data, which may involve one or more clalitrials, that compares the cost-effectivenessuofproducts to other
available therapies. We may not obtain internatiogianbursement or pricing approvals in a timelynmer, if at all. Our failure
to receive international reimbursement or pricipgravals would negatively impact market acceptafaur products in the
international markets in which those approvalssangght.

We believe that future reimbursement may be suljeicicreased restrictions both in the United Stated in international
markets. There is increasing pressure by goverrswenmtidwide to contain health care costs by lingithoth the coverage and
the level of reimbursement for therapeutic prodacts by refusing, in some cases, to provide angrame for products that
have not been approved by the relevant regulageney. Future legislation, regulation or reimbureatrpolicies of third party
payors may adversely affect the demand for ourywtsdcurrently under development and limit ourigbtb sell our product
candidates on a profitable basis. In additiongthiarty payors continually attempt to contain @luee the costs of healthcare by
challenging the prices charged for healthcare prtsdand services. If reimbursement for our prodisctsavailable or limited
in scope or amount or if pricing is set at unsatigfry levels, market acceptance of our productsidvbe impaired and future
revenues, if any, would be adversely affected.

In the United States and in the European Union, obusiness could be significantly and adversely afél by recent
healthcare reform legislation and other administian and legislative proposals.

The Patient Protection and Affordable Care Act tredHealth Care and Education Reconciliation AdhimUnited States
were enacted into law in March 2010. Certain priovis of these acts will not be effective for a nembf years and there are
many programs and requirements for which the dekeil’e not yet been fully established or conseqsenaet fully understood,
and it is unclear what the full impacts will berfrghe legislation. The legislation levies a 2.3%is& tax, that began on January
1, 2013, on all sales of any U.S. medical devistedi with the U.S. Food and Drug Administration em8ection 510(j) of the
Federal Food, Drug, and Cosmetic Act and 21 C.Pdrt 807, unless the device falls within an exeomptiom the tax, such as
the exemption governing direct retail sale of desito consumers or for foreign sales of these dsvi€ we commence sales of
our MGuard Coronary stent in the United States, tieiw tax may materially and adversely affect ausitess and results of
operations. The legislation also focuses on a numibkledicare provisions aimed at improving quakityd decreasing costs. It
is uncertain at this point what negative unintendeasequences these provisions will have on padiergss to new
technologies. The Medicare provisions include vddased payment programs, increased funding of cratipa effectiveness
research, reduced hospital payments for avoida&alémissions and hospital acquired conditions, dotigrograms to evaluate
alternative payment methodologies that promote cagedination (such as bundled physician and halspityments).
Additionally, the provisions include a reductiontive annual rate of inflation for hospitals whitarted in 2011 and the
establishment of an independent payment advisoaydbim recommend ways of reducing the rate of gnamtMedicare
spending. We cannot predict what healthcare progm regulations will be ultimately implementedhet federal or state
level in the United States, or the effect of anyfe legislation or regulation. However, any chantat lower reimbursements
for our products or reduce medical procedure vokiomild adversely affect our business plan to éhtce our products in the
United States.

In the European Union, on September 26, 2012, tmegean Commission proposed a revision of the legs currently
governing medical devices. If adopted by the Euaopearliament and the Council in their present fahese proposed
revisions, which would be adopted in 2014 and waléh gradually come into effect from 2015 to 2048, impose stricter
requirements on medical device manufacturers. M@edhe supervising competences of the competehbéties of the
European Union Member States and the notified Isodi# be strengthened. The regulation of advartbedapy medicinal
products is also in continued development in theofie@an Union, with the European Medicines Agendyliphing new clinical
or safety guidelines concerning advanced therapmjicimal products on a regular basis. Any of thegpilatory changes and
events could limit our ability to form collaborati® and our ability to continue to
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commercialize our products, and if we fail to coynpith any such new or modified regulations anduregments it could
adversely affect our business, operating resuligpaospects.

Our strategic business plan may not produce theeimied 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 achieedkpected benefits from these investments or wiberfail to execute on
our strategic initiatives, we may not achieve thengh improvement we are targeting and our reafltsperations 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, tealogies, services and
products of the acquired companies and the diverdiotnanagement’s attention from other businesseuws. Although we
will endeavor to evaluate the risks inherent in pasticular transaction, there can be no assurtinatave will properly
ascertain all such risks. In addition, acquisitionsld result in the incurrence of substantial addal indebtedness and other
expenses or in potentially dilutive issuances afigcgsecurities. There can be no assurance thiatdtfes encountered with
acquisitions will not have a material adverse éftecour business, financial condition and resoilitsperations.

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 Sé@es Law of 1968
requires the filing of a prospectus with the Isi&eturities Authority and the delivery thereof toighasers in connection with
an offer or sale of securities to more than 35ipauduring any 12-month period. We allegedly isssetlrities to more than 35
investors during certain 12-month periods, endm@ctober 2008. Our wholly-owned subsidiary, InspiD Ltd., a private
company incorporated under the laws of the Statera€l, applied for a no-action determination fritve Israel Security
Authority on February 14, 2011 in connection whie foregoing. To date, the Israel Securities Autiidras not responded to
InspireMD Ltd.’s application for no-action deterration and we are unable to predict when a respeiisbe received. The
maximum penalties for violating section 15 of teeakli Securities Law of 1968 are as follows: impnment of five years; a
fine of up to approximately $317,000 to be paidgnagement of the violating company; and a finepofo approximately
$1,590,000 to be paid by the violating company, @myhich penalties could result in a material adeeeffect on our
operations. We believe that it is unlikely thaheitwe or any individual will be subject to finesather penalties as a result of
these alleged violations.

Following the completion of this offering, we wilieed to raise additional capital to meet our busiseequirements in
the future and such capital raising may be costlydfficult to obtain and could dilute our stockhdlers’ ownership
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 Bt@uard Coronary with a drug eluting bio-absorbahksh and
any additional products;

e pursuing growth opportunities, including moreidagxpansion;

e acquiring complementary businesses;

* 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.
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Any additional capital raised through the saleafity or equity backed securities may dilute oackholders’ 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 ternardble 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 coimemnotes 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 substgrdidion 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 relatedopaes expenses, is paid in New Israeli ShekeldlI8t As a result, we are
exposed to the risk that the rate of inflationsrakl will exceed the rate of devaluation of th& N relation to the Euro or the
U.S. dollar, or that the timing of this devaluatiwill lag behind inflation in Israel. Because irtftan has the effect of increasing
the dollar and Euro costs of our operations, it Mahberefore have an adverse effect on our dolleasuared results of
operations. The value of the NIS, against the BEim®J.S. dollar, and other currencies may fluewatd is affected by, among
other things, changes in Israel’s political andregoic conditions. Any significant revaluation oethIS may materially and
adversely affect our cash flows, revenues and imhcondition. Fluctuations in the NIS exchangerar even the appearance
of instability in such exchange rate, could advgraéfect our ability to operate 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 relationshand profitability.

Our principal executive offices and our key perssrare 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 treatieskgsipt and Jordan, and
various agreements with the Palestinian Authotitgre has been a marked increase in violence,wivést and hostility,
including armed clashes, between the State ofllarakthe Palestinians since September 2000. Thblstiment 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 aromedlict 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 and again in
November and December 2012, Israel engaged inmaedaconflict with Hamas, which involved missileiletis against civilian
targets in various parts of Israel and negativéfigcéed business conditions in Israel. Recent jgalituprisings and social unrest
in Syria are affecting its political stability, wdti has led to the deterioration of the politicétienship between Syria and Israel
and have raised new concerns regarding securiheinegion and the potential for armed conflictni&ir civil unrest and
political turbulence is currently ongoing in marguatries in the
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region. The continued political instability and tilitges between Israel and its neighbors and anyre armed conflict, terrorist
activity or political instability in the region ctdiadversely affect our operations in Israel andesskly affect the market price
of our shares of common stock. In addition, sevesahtries restrict doing business with Israel Endeli companies have been
and are today subjected to economic boycotts. ftieeruption or curtailment of trade between Ise®@ its present trading
partners could adversely affect our business, irzhecondition and results 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 employeesde in Israel and may be required to perform ahmiigtary reserve
duty. Currently, all male adult citizens and perevaresidents of Israel under the age of 40 (cemldepending on their
position with the Israeli Defense Forces reseruadgss exempt, are obligated to perform militagerve duty annually and are
subject to being called to active duty at any timder emergency circumstances. Our operations ¢ruttisrupted 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.

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

We have non-competition agreements with many ofeogployees, most of which are governed by Israeli These
agreements generally prohibit our employees frompeting with us or working for our competitors fospecified period
following termination of their employment. Howevéstaeli courts are reluctant to enforce non-compeidertakings of 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 specifibdbemployer’s business and not just regardiegtiofessional
development of the employee. Any such inabilitgtdorce non-compete covenants may cause us taigyseompetitive
advantage resulting from advantages provided toyumich 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 permanlecemf business within
the United States. In addition, three of our dwexiand most of our officers are nationals and¢eidents of countries other than
the United States, and all or a substantial porifosuch persons’ assets are located outside titedJ&tates. As a result, it may
be difficult for investors to enforce within the Ited States any judgments obtained against usyoofour non-U.S. directors
or officers, including judgments predicated upom ¢fvil liability provisions of the securities laves the United States or any
state thereof. Additionally, it may be difficult &ssert U.S. securities law claims in actions oaty instituted outside of the
United States. Israeli courts may refuse to hddrSa securities law claim because Israeli courtg nwt be the most appropriate
forums in which to bring such a claim. Even if arakli court agrees to hear a claim, it may deteerthat 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-consuemdgcostly process, and certain matters of proeedould still be governed
by the Israeli law. Consequently, you may be eifety prevented from pursuing remedies under UeSefal 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 ¢esnd taxes.

The tax benefits that are available to us requsreowcontinue meeting various conditions and matebminated or reduced
in the future, which could increase our costs axés. InspireMD Ltd. has been granted a “Benefidianterprise” status by the
Investment Center in the Israeli Ministry of Indystrade and Labor which made us eligible for tardfits under the Israeli
Law for the Encouragement of Capital Investmer2§91 In order to remain eligible for the tax betsedif a “Beneficiary
Enterprise”, we must continue to meet certain coors stipulated in the Israeli Law for the Encaement of Capital
Investments, 1959 and its regulations, as amendgdh may include, among other things, making dptinvestments in
fixed assets and equipment, financing a percerghff®se investments with our capital
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contributions, filing certain reports with the Irstment Center, complying with provisions regardintgllectual property and
the criteria set forth in the specific certificateapproval issued by the Investment Center oitdfael Tax Authority. If we do
not meet these requirements, the tax benefits dmilchncelled and we could be required to refulydanbenefits that we
received in the past. Further, in the future, thagebenefits may be reduced or discontinued.d§¢htax benefits are cancelled,
our Israeli taxable income would be subject to faglsraeli corporate tax rates. The standard catpdax rate for Israeli
companies in 2011 was 24% of their taxable incomaes, increased to 25% in 2012 and remains at suate an 2013. In the
future, we may not be eligible to receive additidaa benefits under the Israeli Law for the En@mement of Capital
Investments, 1959. The termination or reductiothete tax benefits would increase our tax liabilithhich would reduce our
profits.

Risks Related to Our Organization, Our Securities ad This Offering

Should we issue shares of common stock in this offg at a price below $6.00 per share and/or shacd$referred
Stock in this offering below $6,000 per share itwesult in the issuance of additional shares, Witut any new
consideration, to the investors in our March 31, PDfinancing.

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 (as adjtémt the one-for-four
reverse stock split of our common stock that o@ion December 21, 2012), we are required, sutgjexdrtain limitations, to
issue the investors in that financing additionarsk of common stock, for no additional considergtin an amount sufficient
that the amount paid by each investor in the M&%h2011 financing, when divided by the total numiifeshares issued to
each such investor (in the original March 31, 26dancing and as a result of this dilution adjustthevill result in an adjusted
price per share price paid by these investors equhk original price per share paid multipliedafraction, (A) the numerator
of which shall be (1) the number of shares of comstock outstanding immediately prior to such isseaplus (2) the number
of shares of common stock that the aggregate ceragidn received by us in this offering would pwsé at the original
purchase price; and (B) the denominator of whicld¥e (1) the number of shares of common stocktanting immediately
prior to such issuance plus (2) the number of suftlitional shares of common stock so issued, imeguthose shares issuable
upon conversion of the Preferred Stock. This foamsilintended to be a weighted average dilutionsidjent. As a result, in
the event that we sell shares of common stockisnatfiering at a price below $6.00 per share anslares of Preferred Stock
in this offering below $6,000 per share, it wilktdt in the issuance of additional shares of comstook to our March 31, 2011
investors, which will be dilutive to all of our @hstockholders, including new investors in thieohg. Moreover, as the
number of shares that we would be required to isseerr March 31, 2011 investors is based on ahtetyaverage formula,
the further the purchase price in this offeringedow $6.00 for the common stock and $6,000 foteferred Stock, the
greater the number of shares we will be requirédsoe to our March 31, 2011 investors. Based cesanmed offering price of
$2.70 per share of common stock (which is therkgsorted sales price of the Company’s common stocklarch 18, 2013)
and $2,700 per share of Preferred Stock, we woellcefuired to issue 460,943 additional sharesesetinvestors.

Purchasers in this offering will experience immed&and substantial dilution in the book value ofédlr 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 securities in this offgriyou will incur an
immediate dilution of $2.03 (or 75%) in net tangilblook value per share of common stock purchasedwable upon
conversion of the Preferred Stock, based on amesspublic offering price of $2.70 per share of coon stock (the last
reported sales price of our common stock on Mag;t2013) and $2,700 per share of Preferred Stdo&sd& amounts do not
include any additional shares of common stock weatvould be required to issue to the investorsiinharch 31, 2011
financing in the event that the actual offeringcprin this offering is below $6.00 per share fa tommon stock and $6,000 per
share for the Preferred Stock. Based on an assaffezihg price of $2.70 per share of common stagki¢h is the last reported
sales price of our common stock on March 18, 2@18) $2,700 per share of Preferred Stock, we woeillceguired to issue
460,943 additional shares of common stock to ourc&1, 2011 investors. See “Risk Factors — Risésfed to Our
Organization, Our Securities and This
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Offering — Should we issue shares of common stockis offering below $6.00 per share and/or shafé¥eferred Stock in
this offering below $6,000 per share, it will resnlthe issuance of additional shares, withoutew consideration, to the
investors in our March 31, 2011 financing.” The reige of outstanding warrants and options may tésdlrther dilution of

your investment, but only if the public offeringiq® is greater than the per share exercise priseaf warrants and options. In
addition, if we raise funds by issuing additionades or convertible securities in the future,rtberly issued shares may further
dilute your ownership interest.

We may apply the proceeds of this offering to uiest 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 U.S. Food and Dxdginistration approval, to redeem our convertitddentures and for
general corporate purposes. Depending on sevetalréa including the availability of alternate sces of capital and the
possibility that the execution or timing of our mess plans may change, management may use tleesegds in a manner
different than originally intended. These proceealsld be applied in ways that do not improve owrafing results or
otherwise increase the value of your investment.

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

On March 31, 2011, we became subject to reportimbather obligations under the Securities Exchakgeof 1934, as
amended, including the requirements of Sectionaf@le Sarbanes-Oxley Act of 2002. Section 404 iregwis to conduct an
annual management assessment of the effectiveheas iaternal controls over financial reportingdato obtain a report by our
independent auditors addressing these assessimbase reporting and other obligations place sigaift demands on our
management, administrative, operational, internditaand accounting resources. Any failure to nameffective internal
controls could have a material adverse effect arbasiness, operating results and stock price. Mare effective internal
control is necessary for us to provide reliablaficial reports and prevent fraud. If we cannot g®veliable financial reports
or prevent fraud, we may not be able to managdosiness as effectively as we would if an effectioatrol environment
existed, and our business and reputation with bovesnay be harmed.

There are inherent limitations in all control systes, and misstatements due to error or fraud maywrcand 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 absasgerrance 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 berefirrols must be relative to
their costs. Because of the inherent limitationalircontrol systems, no evaluation of controls paovide 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 carfidodty and that breakdowns can occur because gflsierrors 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.
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In addition, discovery and disclosure of a matesiabkness, by definition, could have a materiakasty impact on our
financial statements. Such an occurrence couladisge certain customers or suppliers from doirginass with us, cause
downgrades in our future debt ratings leading ¢hér borrowing costs and affect how our stock sadéis could in turn
negatively affect our ability to access public debequity markets for capital.

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

The market price of our common stock has been atfiklely 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 and@ises by us or our competitors;
» additions or departures of key personnel;

» sales of our common stock, particularly under gegjstration statement for the purposes of seking other securities,
including management shares;

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

e operating results that fall below expectations;

* loss of any strategic relationship;

* industry developments;

« economic and other external factors; and

e period-to-period fluctuations in our financiabtdts.

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 stouk there can be no assurance that an activegrasirket in our
common stock will be maintained. Due to the illidjty, the market price may not accurately refleat lative value. There
can be no assurance that there will be an activkehtor our shares of common stock either nownahe future. Because our
common stock is so thinly traded, a large blockladres traded can lead to a dramatic fluctuatidhershare price and
investors may not be able to liquidate their inmesit in us at all or at a price that reflects thkig of the business.

In addition, our common stock currently tradesioe ®TC Bulletin Board, which generally lacks thguldity, research
coverage and institutional investor following ofi@ional securities exchange such as the NYSE MK& New York Stock
Exchange or the Nasdaq Stock Market. While we lagppdied to list our common stock on the NYSE MK wannot assure
you that our common stock will be accepted foirlggton such national securities exchanges or tleavil maintain
compliance with all of the requirements for our enam stock to remain listed. Additionally, if ourmamon stock is accepted
for listing on the NYSE MKT, there can be no assgethat trading of our common stock on such masilébe 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 aniktthé voting powers,
preferences and other rights and limitations ofpteferred stock. Accordingly, we may issue shafgweferred stock with a
preference over our existing securities with respeedividends or distributions on liquidation dssblution, or that may
otherwise adversely affect the voting or other tsghf
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the holders of common stock. Issuances of prefesteek, depending upon the rights, preferencedanifnations of the
preferred stock, may have the effect of delayirgeding or preventing a change of control, evehat change of control might
benefit our stockholders. In addition, we are scibje Section 203 of the Delaware General Corpondtiaw. Section 203
generally prohibits a public Delaware corporatimni engaging in a “business combination” with amtérested stockholder”
for a period of three years after the date of taegaction in which the person became an interestettholder, unless (i) prior
to the date of the transaction, the board of darsobf the corporation approved either the busioesthination or the
transaction which resulted in the stockholder beéngran interested stockholder; (ii) the interestetkholder owned at least
85% of the voting stock of the corporation outstagdt the time the transaction commenced, exciutbn purposes of
determining the number of shares outstanding @)eshowned by persons who are directors and dfieersf and (b) shares
owned by employee stock plans in which employeé&giaants do not have the right to determine cafithlly whether shares
held subject to the plan will be tendered in a &srat exchange offer; or (i) on or subsequernth®date of the transaction, the
business combination is approved by the board atithézed at an annual or special meeting of stolddrs, and not by
written consent, by the affirmative vote of at 86 2/3% of the outstanding voting stock whicids owned by the interested
stockholder.

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 stidiens the opportunity to
sell their stock at a price above the prevailingkatprice.

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 magkete of our
common stock and make it more difficult for us aise funds through future offerings of common stéckof March 18, 2013,
there were 4,448,062 shares of our common stoakls upon the conversion of our outstanding cdiblerdebentures and
the exercise of our outstanding warrants, all oiclare currently registered for resale. In additihere are 17,235,779 shares
of our common stock currently saleable under Rdie These amounts do not include any additionakshaf common stock
that we would be required to issue to the investomur March 31, 2011 financing in the event it actual offering price of
our common stock in this offering is below $6.00 pleare of common stock and/or $6,000 per shaRraferred Stock. Based
on an assumed offering price of $2.70 per shamowimon stock (which is the last reported salesepsfcour common stock on
March 18, 2013) and $2,700 per share of PreferteckSwe would be required to issue 460,943 aduttichares of common
stock to our March 31, 2011 investors. See “Risététa — Risks Related to Our Organization, Our Stes and This
Offering — Should we issue shares of common stodhis offering below $6.00 per share and/or shafé¥eferred Stock in
this offering below $6,000 per share, it will re@sualthe issuance of additional shares, without @@y consideration, to the
investors in our March 31, 2011 financing.” Theitallity of these shares of our common stock fsale in the public market
has the potential to cause the supply of our comshock to exceed investor demand, thereby decrgéséprice of our
common stock.

In addition, the fact that our stockholders, wartaviders and debenture holders can sell substamiaLnts of our common
stock in the public market, whether or not salegehaccurred or are occurring, could make it moftcdit 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
securities.

We do not anticipate paying cash dividends on eausties in the foreseeable future. The paymentivaflends on our
securities will depend on our earnings, financ@idition and other business and economic factooziaboard of directors may
consider relevant. If we do not pay dividends, segurities may be less valuable because a retuan anvestment in our
securities will only occur if our stock price appiaes.
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Our Preferred Stock has never been publicly tradatd an active trading market for such stock is rotpected to
develop.

Prior to this offering, there has been no publickatfor our Preferred Stock. We are not listing Breferred Stock on an
exchange or any trading system and we do not exipaca trading market for our Preferred Stock délelop.

Our Preferred Stock will rank junior to all our lidilities to third party creditors, and to any class series of our capital
stock created after this offering specifically raimg by its terms senior to the Preferred Stock.tive event of a
bankruptcy, liquidation or winding up of our assets

In the event of bankruptcy, liquidation or winding, our assets will be available to pay obligationur Preferred Stock
only after all our liabilities have been paid. QRreferred Stock will effectively rank junior to &lkisting and future liabilities
held by third party creditors. The terms of ourf@need Stock do not restrict our ability to raisklaional capital in the future
through the issuance of debt. Our Preferred Stattkalso rank junior to any class or series of oapital stock created after this
offering specifically ranking by its terms seniorthe Preferred Stock. In the event of bankrugtqujdation or winding up,
there may not be sufficient assets remaining, gfging our liabilities, to pay amounts due on angll of our Preferred Stock
then outstanding.

Risks Related to our Convertible Debentures

Our obligations to the holders of our convertibleedentures are secured by all of our assets, soefdefault on those
obligations, the convertible debenture holders cddbreclose on our assets.

While we currently intend to use the net proceedsfthis offering to redeem our convertible debegguas described in
“Use of Proceeds,” there is no guarantee that Vledaiso immediately or at all. The holders of convertible debentures have
a security interest in all of our assets and tludsmir subsidiaries. As a result, if we default @ndur obligations to the
convertible debenture holders, the convertible delve holders could foreclose on their securitgriests and liquidate some or
all of these assets, which would harm our busirfesacial 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 hmegative 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
¢ we may be more vulnerable to economic downtunaslinit our ability to withstand competitive presss.

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

e pay cash dividends to our stockholders;

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

e incur additional indebtedness;
e permit liens on assets or conduct sales of gssets
» cease making public filings under the Securiigshange Act of 1934, as amended,

e engage in transactions with affiliates; and
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« amend our charter documents in a way that wowdterially and adversely affect any holder of oumrtible
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 orrdels.

The conversion of our convertible debentures ane txercise of the warrants issued to the purchasgfreur convertible
debentures would have a dilutive impact on our ¢iig stockholders.

As of March 18, 2013, there were 1,798,876 shafresrmamon stock underlying our convertible debergwaed 913,944
shares of common stock underlying warrants thaews=mued to purchasers and placement agents irecitom with the
issuance of the convertible debentures, for a titd|712,820 shares of common stock. If and wkenad, these additional
2,712,820 shares of common stock will equal appnaxely 8.4% of our then outstanding shares of comstock (assuming (i)
an offering price of $2.70 per share of commonlsttte last reported sales price of our commonksbmcMarch 18, 2013 and
$2,700 per share of Preferred Stock and (ii) thresersion of all of the Preferred Stock, but noirngkinto account the issuance
of 460,943 additional shares of common stock tdrkiestors in our March 31, 2011 financing that Wdaesult based on the
assumed offering prices), and would immediatelytdibur current stockholders in terms of ownergigizentage and voting
power. The terms of the convertible debenturesraladed warrants contain provisions that resthietamount of shares a
holder can receive upon conversion or exercised8% of the then outstanding number of shares n€ommon stock.
However, these restrictions do not prevent thedrslfrom selling some of their holdings and thereieing additional shares.
In this way, the holders could sell more than tHasis while never holding more than the limitss A result, even with the
restrictions, the holders of these convertible délmes and warrants could ultimately convert aret@ge, and then sell, the full
amount issuable upon conversion and exercise afdheertible debentures and warrants, respectiwelyhich case our
current stockholders would suffer the full amouhditution.

The holders of our convertible debentures might&fade 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 agregpoesuant to which our convertible debentures vgetd, if Sol J. Barer,
Ph.D. ceases to serve as our chairman due to Per'Baesignation following a material adverse amto the condition of Dr.
Barer or any member of Dr. Barer’'s immediate faroitythe vote or written consent of independentidtotders, we would be
required to appoint two persons to our board afadors designated by Genesis Capital Advisors Lth€ 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 ash@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 everttweare 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 obligatiomder 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.
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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, compettinéronment 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 t@ild cause such differences include, but areimiteld to:

” ” o ” o ”u

e our history of recurring losses and negative dkmshs from operating activities, significant fusuacommitments 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;

« our dependence on a single manufacturing fagilitst 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;

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 resesg@ntists.

You should review carefully the section entitledsiRFactors” beginning on pad® of this prospectus for a discussion of
these and other risks that relate to our businedsrvesting in our securities. The forward-lookstgtements contained in this
prospectus are expressly qualified in their entibst this cautionary statement. We do not undertakeobligation to publicly
update any forward-looking statement to reflectnésy@r circumstances after the date on which ank statement is made or to
reflect the occurrence of unanticipated events.
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USE OF PROCEEDS

We estimate that the net proceeds from the saleedfecurities we are offering will be approximgat®27.3 million. If the
underwriters fully exercise the overallotment optithe total net proceeds of the securities wevalllbe approximately $31.4
million. “Net proceeds” is what we expect to reeeafter paying the underwriting discount and othgrenses of the offering.

We intend to use the net proceeds as follows:

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

We expect to use approximately $14.2 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.

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

If the net proceeds from this offering are lessith@ currently anticipate, we currently intend & such proceeds to
redeem our convertible debentures and then applpalance of the net proceeds to support the wadielwommercialization
of MGuard Coronary in acute myocardial infarction.

Investors are cautioned, however, that expenditoa@svary substantially from these uses. Investdide relying on the
judgment of our management, who will have broadréitson regarding the application of the procedudsis offering. The
amounts and timing of our actual expenditures défbend upon numerous factors, including the amolcash 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 otheofaend we anticipate continuing to make such et@lns to determine if
the existing allocation of resources, including pineceeds of this offering, is being optimized.cOmstances that may give rise
to a change in the use of proceeds include:

a change in the size of this offering;

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;

difficulty obtaining U.S. Food and Drug Adminiation approval;
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,wiinvest the funds in short-term, investmentdgainterest-bearing
securities.
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MARKET FOR OUR COMMON STOCK

Our common stock has been quoted on the OTC BulBgiard since April 11, 2011 under the symbol NSP#r to that

date, there was no active market for our commocksto

The following table sets forth the high and low piites for our common stock for the periods intédaas reported by the
OTC Bulletin Board. The quotations reflect inteatd prices, without retail mark-up, mark-down ongnission, and may not
represent actual transactions. The quotationsdjnstad for the one-for-four reverse stock splibof common stock that

occurred on December 21, 2012.

Fiscal Year Ending June 30, 2013 High Low

First Quarter $10.0C $ 3.8¢
Second Quarter $10.1¢ $ 3.01
Third Quarter (through March 18, 2013) $ 428 $ 1.9t
Transition Period Ended June 30, 2012 High Low

First Quarter $ 860 $4.4C
Second Quarter $7.40 $24C
Fiscal Year Ended December 31, 2011 High Low

Second Quarter $11.5¢ $ 7.0C
Third Quarter $10.9¢ $ 7.2C
Fourth Quarter $10.3¢ $ 6.4C

The last reported sales price of our common stocthe OTC Bulletin Board on March 18, 2013, was/®2er share. As of

March 18, 2013, there were approximately 198 hal@érecord of our common stock.
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DIVIDEND POLICY

In the past, we have not declared or paid casldelinds on our common stock, and we do not intepéyoany cash
dividends on our securities. Rather, we intencktain future earnings, if any, to fund the operagod expansion of our
business and for general corporate purposes.

CAPITALIZATION

The following table summarizes our cash and caslivalgnts, certain other items from our historicahsolidated balance
sheet, and capitalization as of December 31, 2012:

* on an actual basis; and

¢ on an unaudited as adjusted basis, giving eftet) the one-for-four reverse stock split of cammon stock that
occurred on December 21, 2012, and (2) our recéithte net proceeds from the sale by us in thisrof§, after
deducting estimated underwriting discounts and csions and estimated offering expenses payables fand the
application of the net proceeds we will receivenfrthis offering to redeem the convertible deberstuas described in
“Use of Proceeds.”

For the purposes of the Capitalization discussiendetermined the assumed number of shares byirtivig) $30,000,000
that we anticipate raising in this offering (exdhglany shares sold pursuant to the underwriterstalotment option), by (y)
an assumed offering price of $2.70 per share ofnwomstock, which is the last reported sales prfaaio common stock on
March 18, 2013. We have also assumed that all psesk elect to purchase common stock or to cothrtshares of
Preferred Stock into common stock. The actual nurabshares sold in this offering will be determin®y dividing (x)
$30,000,000 by (y) the public offering price as vally determined by the underwriters and us, wébheshare of Preferred
Stock replacing 1,000 shares of common stock. ditiad, for purposes of this Capitalization disdoss we did not take into
account the issuance of any additional sharesrohwan stock to the investors in our March 31, 20aarfcing that would
result in the event that the actual offering piicéhis offering is below $6.00 per share for tleenenon stock and $6,000 per
share for the Preferred Stock. Based on the assoffezthg price of $2.70 per share of common stactl $2,700 per share of
Preferred Stock, we would be required to issue3#®additional shares of common stock to thesestove. See “Risk
Factors — Risks Related to Our Organization, Owu8tes and This Offering — Should we issue shafesommon stock in
this offering at a price below $6.00 per share ansliares of Preferred Stock in this offering be®$y000 per share, it will
result in the issuance of additional shares, witlaoy new consideration, to the investors in ourda81, 2011 financing.”

December 31, 2012

(unaudited)
Actual As Adjusted

Cash and cash equivalents 5,43: 19,977
Equity:
Common stock, par value $0.0001 per share; 125)00Ghares authorized;

18,026,680 and 29,137,791 shares issued and aditsgjaat December 31, 2012,

actual and as adjusted, respectively 2 3
Preferred stock, par value $0.0001 per share; 3)00Ghares authorized;

none issued and outstanding at December 31, 2012 — —
Additional paid-in capital 53,34¢ 80,99¢
Accumulated deficit (53,14 (60,56%)
Total equity 204 20,43:

Each $1.00 increase (decrease) in the assumechgffaice of the common stock would increase (deseg our pro forma
net tangible book value per share after this affgby $0.08 per share and the dilution in pro formagtangible book value to
new investors in this offering by $0.92 per shassuming that the aggregate offering price, afogét on the cover page of
this prospectus, remains the same.
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DILUTION

The discussion assumes an offering price of $2efGlpare of common stock, which is the last repastdes price of our
common stock on March 18, 2013 and $2,700 per sifdPeeferred Stock. This discussion also assuhmsall purchasers in
this offering elect to purchase common stock araovert their shares of Preferred Stock into comstonk.

Our net tangible book value on December 31, 2012 approximately $(701,000), or $(0.04) per shaxet tangible book
value” is total assets minus the sum of liabiligesl intangible assets. “Net tangible book valuespare” is net tangible book
value divided by the total number of shares outitan

After giving effect to adjustments relating to thiéering, our pro forma net tangible book value@ecember 31, 2012,
would have been approximately $19,528,000, or $ped&hare of common stock. The adjustments madetesmine pro
forma net tangible book value per share are tHeviohg:

* Anincrease in total assets to reflect the netgeds of the offering as described under “Useadéeds.”
» 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 $0.71 per shcermmon stock and the

dilution (the difference between the offering prjmr share of common stock and net tangible boblevaer share of common
stock) to new investors:

Assumed Public offering price per share of comntonks $2.7C
Net tangible book value per share of common steoéf&ecember 31, 20! $(0.04)
Increase in net tangible book value per share wingon stock attributable to the offering $ 0.71

Pro forma net tangible book value per share of comstock as of December 31, 2012 a
giving effect to the offering $0.67

Dilution per share of common stock to new investorthe offering $2.02

The following table shows the difference betweeisténg stockholders and new investors with respettie number of
shares purchased from us, the total consideratihgnd the average price paid per share of constumk.

Average Price

Shares Purchased Total Consideration Per Share

Number Percent Amount Percent
Existing shareholders 18,026,68 62% $ 28,125,83 48%  $ 1.5€
New shareholdet 11,111,11 38% $ 30,000,00 52 $ 2.7C
Total 29,137,79 10(% $ 58,125,83 10(% $ 4.2¢

The foregoing tables and calculations are baseti@number of shares of our common stock outstgratinof December
31, 2012 and exclude:

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

* 637,500 shares of common stock issuable upoaxteise of currently outstanding warrants witte&arcise price of
$6.00 per share;

» 57,974 shares of common stock issuable uponxthieise of currently outstanding warrants with aareise price of
$4.93 per share;

1,770,663 shares of common stock issuable upwndhversion of our senior secured convertible dielves due April
5, 2015;

2,841,072 shares of common stock issuable upmethrcise of currently outstanding options withreise prices
ranging from $0.001 to $10.40 and having a weighteztage exercise price of $4.96 per share;
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e 2,390,315 shares of common stock available faréuissuance under our 2011 UMBRELLA Option Plamd

« any additional shares of common stock that welgvbe required to issue to the investors in ourdia&81, 2011
financing in the event that the actual offeringcprof our common stock in this offering is below®¥bper share and/or
the actual offering price of our Preferred Stockhiis offering is below $6,000 per share. Basedmassumed offering
price of $2.70 per share of common stock (whidhéslast reported sales price of our common stocklarch 18,
2013) and $2,700 per share of Preferred Stock, addibe required to issue 460,943 additional shafesmmon
stock to our March 31, 2011 investors. See “Risttéid —Risks Related to Our Organization, Our Common Stoud
This Offering — Should we issue shares of commonksin this offering below $6.00 per share andharss of
Preferred Stock in this offering below $6,000 deaire, it will result in the issuance of additiosbhres, without any
new consideration, to the investors in our March2f11 financing.”
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RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earrsrtg fixed charges for the periods indicated. Tt®rof earnings to fixed
charges was calculated by dividing earnings bydfigkearges. Earnings were calculated by addingh¢@me from continuing
operations before income taxes and (2) interestrese (including amortization of any debt fees amnddebt discount). Fixed
charges were calculated by adding interest expemdehe amortization of any debt fees and any digbbunt. Our earnings are
inadequate to cover fixed charges. We do not hayeshares of preferred stock outstanding, so dig o& earnings to fixed
charges and preferred stock dividends (or relavedrage deficiency) is equal to our ratio of eagsito fixed charges (or
related coverage deficiency). The following tatdésdorth the dollar amount of the coverage deficyefor all periods (in

thousands):

Ratio of Earnings to Fixed Charges:

Deficiency of Earnings Available to
Cover Fixed Charges

Si):Elr\]/Ié);éhs Si)ét]/lggéhs Year Ended December 31,
December 31  June 30,

2012 2012 2011 2010 2009 2008
$ (9,377 $ (7,049 $(14,669) $(3,379) $(2,677) $(6,479
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SELECTED FINANCIAL AND OTHER DATA

The following selected consolidated financial dgttauld be read in conjunction with the consoliddbeancial statements
and the related notes thereto and the sectiodezhtManagement’s Discussion and Analysis of Fin@anCondition and Results
of Operations” included elsewhere in this prospecline balance sheet data at June 30, 2012 andnbec8&1, 2011 and 2010
and the statement of operations data for the sixthsoended June 30, 2012 and each of the yeard @wteember 31, 2011,
2010 and 2009 have been derived from the auditadatidated financial statements for such yearduydea in this prospectus.
The balance sheet data at December 31, 2009 haslbaeed from audited consolidated financial stegats not included in
this prospectus. The balance sheet data at Dece8ftp2008 and 2007, and the statement of operadiatasfor each of the
years ended December 31, 2008 and 2007, have kegadifrom our books and records. The balancetstata at December
31, 2012 and the statement of operations datdnéosik months ended December 31, 2012 and 201 1Hwmrederived from the
unaudited consolidated financial statements foheriods, included in this prospectus.

The share and per share amounts set forth beldectétie one-for-four reverse stock split of oumeoon stock that
occurred on December 21, 2012.

Statement of Operations Data

Six Months Ended

Year Ended December 31, December 31,
Six Months
Ended 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 — — % 1,85¢ % 3,27¢
Cost of revenues $ 1377 % 3,011 % 2,69 % 2,291 ¢ 404 ¢ 326§ 7778 1,472
Gross profit (loss) $ 694 $ 299 $ 225 $ 112 $ (404 $ (329 $ 1,08 $  1,80¢
Gross margin 34% 50% 4€% 33% 0 0 58% 55%
Total operating expense: $ 785 $ 16,72: $ 547: $ 3831 $ 562 $ 590: $ 8,72¢ $ 12,19:
Net loss $ (708) $ (14669 $ (3420 $ (2729 $ (6,499 $ (6139 $ (9420 $ (10516

Net loss per sha—
basic and diluted $ 042 $ (0.9 $ 0.2¢) $ 029 ¢ (0.5¢) $ (0.5¢) $ 059 ¢ (0.69)

Weighted average numb
of ordinary shares use
in computing net loss
per share — basic and
diluted 17,044,22 15,359,92 12,308,63 11,914,71 11,591,18 10,661,78 17,401,02 16,374,63
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Balance Sheet Data

December 31, December 31
June 30, 2012
2012 2011 2010 2009 2008 2007 (unaudited)

(in thousands)

Cash and cash equivalents  $10,28: $ 509« $ 63¢ $ 37€¢ $ 1571 $ 2,717 $ 5,43¢

Restricted cash $ 37 $ 91 $25¢C ¢ 302 $ 33C $ 34 % 93
Working capitak®) $10,75¢ $ 6,38¢ $ (53) $(1,289 $ 58¢ $ 2,628 $ (430
Total assets $16,01¢ $10,46' $4,35¢ $4,50¢ $ 4,44¢ $ 3,92 $ 11,59
Long-term liabilities $707¢ $ 27C $1,32¢ $ 484 $ 89€ $ 87 $ 1,861

Equity (capital deficiency) $ 538 $6,75¢ $(9149) $(1,339 $ 134 $ 294¢ $ 204

(1) Working capital is equal to the difference beén 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 thamddhe 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 beldectéfie one-for-four reverse stock split of oumeoon stock that
occurred on December 21, 2012.

Fiscal Year Ending June 30, 2013

Quarter Ended Quarter Ended
September 30, 2012  December 31, 2012
(unaudited)
(in thousands, except per share and percentage
data)
Revenues $ 50¢ $ 1,35(
Cost of revenues $ 23C $ 547
Gross profit $ 27¢ $ 803
Gross margin 55% 6C%
Total operating expenses $ 3,56( $ 5,16¢
Net loss $ (7,50¢) $ (1,920
Basic and diluted loss per common share $ (0.49 $ (0.1))
Basic and diluted common shares outstanding 17,074,23 17,727,81
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 $ 564 $ 13C
Gross margin 50% 14%
Total operating expenses $ 3,69( $ 4,16:
Net loss $ (3,140 $ (3,94)
Basic and diluted loss per common share $ (0.1¢) $ (0.2%)

Basic and diluted common shares outstanding 17,044,73 17,043,70.
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Fiscal Year Ended December 31, 2011

First Third Fourth
Quarter Second Quarter Quarter Quarter
(unaudited)
(in thousands, except per share and percentage data
Revenues $ 1,68 $ 1,04C % 1,98 % 1,292
Cost of revenues 89¢ ¢ 64C $ 801 $ 671
Gross profit $ 787 % 40C % 1,18 % 621
Gross margin 47% 38% 6C% 48%
Total operating expenses $ 1,957 $ 257 % 3,33 $ 8,85¢
Net loss $ (1,89 $ (2,259 $ (2,287 $ (8,239
Basic and diluted loss per common share $ 0.15) % 019 % 019 $ (0.49
Basic and diluted common shares outstandin¢g 12,699,72 15,983,56 16,075,17 16,674,35
Fiscal Year Ended December 31, 2010
First Third Fourth
Quarter Second Quarter Quarter Quarter
(unaudited)
(in thousands, except per share and percentage data
Revenues $ 2,097 $ 90¢ $ 1,22: % 721
Cost of revenues 1,337 % 47¢ % 561 $ 31¢
Gross profit 76C % 42¢ % 66z $ 40z
Gross margin 36% 47% 54% 56%
Total operating expenses $ 1,40¢ % 1,118 $ 1,37¢  $ 1,571
Net loss (72¢9) ¢ (663 $ 847 $ (1,18)
Basic and diluted loss per common share $ (0.0 % (0.05) % 0.0) $ (0.120
Basic and diluted common shares outstanding 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 Ddt&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 pratettn stenting procedures by placing a micron nmsdebve over a stent.
Our initial products are marketed for use mainlpatients with acute coronary syndromes, notahlyeamyocardial 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 underlthes of the State of Israel, in exchange for agregate of 12,666,665 (as
adjusted for the one-for-four reverse stock sglitr common stock that occurred on December 212P6hares of our
common stock. As a result of these share exchaagsactions, InspireMD Ltd. became our wholly-owsebsidiary, we
discontinued our former business and succeeddttbusiness of InspireMD Ltd. as our sole lineudibess.

The share exchange transactions were accounted Borecapitalization. InspireMD Ltd. is the acquiior 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 June 1, 2012, our board of directors approveltbage in our fiscal year-end from December 3Lit® B0, effective
June 30, 2012.

We effectuated a one-for-four reverse stock splitus common stock on December 21, 2012.

During the past several months, we have been reagjgour 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 baetafnor 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 disatés channels in key
European countries where end user average selliogspand the lack of strong distributors are lingjtfactors. These activities
caused our sales for the six months ended DeceBih@012 to decrease to approximately $1.9 mill@ncompared to $3.3
million during the same period in 2011.

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 assmsiiat affect the reported amounts of
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assets and liabilities, the disclosure of contingessets and liabilities at the date of the finalhsfatements and the reported
amounts of sales and expenses during the repqingds. Actual results could differ from thoserestes.

As applicable to these consolidated financial statets, the most significant estimates and assungptigate to inventory
write-off, provisions for returns, legal contingégs estimation of the fair value of share-basedmensation 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: teations and balances originally denominated inadslare presented in
their original amounts. Balances in foreign curiea@re translated into dollars using historical earrent exchange rates for
non-monetary and monetary balances, respectively.r&sulting translation gains or losses are rezbes financial income or
expense, as appropriate. For transactions reflécténd statements of operations in foreign curies)dthe exchange rates at
transaction dates are used. Depreciation and chkangeventories 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 loeireed to sell an asset or paid to transfer alitglin an orderly transaction
between market participants at the measurement date

In determining fair value, we use various valuatg@proaches, including market, income and/or qostaaches. Hierarchy
for inputs is used in measuring fair value that immézes the use of observable inputs and minimizesuse of unobservable
inputs by requiring that the most observable infpgtsised when available. Observable inputs ardsrthat market participants
would use in pricing the asset or liability deveddased on market data obtained from sourceséndept of us.
Unobservable inputs are inputs that reflect ounmggions about the assumptions market participaotdd use in pricing the
asset or liability developed based on the bestinftion 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 subjecto a concentration of credit risk consist ofhgassh equivalents and
restricted cash, which are deposited in major fifennstitutions in the United States, Israel &efmany, and trade accounts
receivable. Our trade accounts receivable are el@firom revenues earned from customers from vagoustries. We perform
ongoing credit evaluations of our customers’ firahcondition and, generally, require no collatdram our customers. We
also have a credit insurance policy for some ofaustomers. We maintain an allowance for doubtfobants receivable based
upon the expected ability to collect the accoueteivable. We review our allowance for doubtfulaats quarterly by
assessing individual accounts receivable and ladirdialances based on historical collection expeeéend an economic risk
assessment. If we determine that a specific custmmmable to meet its financial obligations towe provide an allowance
for credit losses to reduce the receivable to theuat our management reasonably believes will leated. To mitigate risks,
we deposit cash and cash equivalents with hightayedlity financial institutions. Provisions foodbtful debts are netted
against “Accounts receivable-trade.”

Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated ataver of cost (cost is
determined on a “first-in, first-out” basis) or rkat value. Our inventories generally have a limigdlf life and are subject to
impairment as they approach their expiration dadésregularly evaluate the carrying value of oweintories and when, in our
opinion, factors indicate that impairment has ocatyrwe establish a reserve against the inventaéesying value. Our
determination that a valuation reserve might beiired, in addition to the quantification of suckeeve, requires us to utilize
significant judgment. Although we make every efforensure the accuracy of forecasts of future ygebdemand, any
significant
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unanticipated decreases in demand could have aiat@tepact on the carrying value of our inventsrand reported operating
results. With respect to inventory on consignmseé “Revenue recognition” 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, colledioeasonably assured and product returns caglibbly estimated. When
product returns can be reliably estimated a prowig 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, botitedl revenues and costs are deferred, and presemnted“Deferred
revenues” and “Inventory on consignment,” respetyiv

As of December 31, 2012, there are no deferrechiegrelated to sales for which the rate of retanmot 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 thisteibutors 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@and accounted for using the grant-date fairesatethod. 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 recordigfair value of the
options granted using an option pricing modelaahereporting period, until rewards are vestediih 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 axdegdends 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 positibhe first step is to
evaluate the tax and value added tax positiongioognition by determining if the weight of availal@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, uslte liability is expected to be resolved withirelve months from the balance
sheet date. Our policy is to include interest agatties related to unrecognized tax benefits wifimancial expenses.
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Results of Operations

Six Months Ended December 31, 2012 Compared toMsonths Ended December 31, 2011

Revenues. For the six months ended December 31, 2012, texainue decreased approximately $1.4 million,308%, to
approximately $1.9 million from approximately $3t8llion during the same period in 2011. The follagiis an explanation of
the approximately $1.4 million decrease in revelugken down by its main two components, a decrgageoss revenues of
approximately $1.5 million, and a net increaseefeded revenues of approximately $0.1 million.

For the six months ended December 31, 2012, todakgevenue decreased by approximately $1.5 mildo
approximately 46.2%, to approximately $1.8 millioom approximately $3.3 million during the sameipérin 2011. This
decrease in total gross revenue is entirely attuliile to a decrease in sales volume of approxim&teb million, or
approximately 46.6%, partially offset by price ieases to our repeat distributors of approximat&§,@0, or approximately
0.4%. The $1.5 million decrease was attributabiegrily to activities in anticipation of the releasf our MASTER trial
results at the Transcatheter Cardiovascular TheatesgTCT) meeting in Miami, Florida, which incled evaluating and
appointing new distributors in some territoriesyadl as replacing third party distributors withrelit sales channels in key
European countries where end user average seliiogspand the lack of strong distributors havetimisales. Broken out by
region, the decrease in gross revenue was mainilguaable to a decrease of approximately $0.8iomilin gross revenue from
our distributor in Europe, a decrease of approxétye0.6 million in gross revenue from our disttitns in Central and South
America, a decrease of approximately $0.3 milliogiioss revenue from our distributors in Israel anecrease of
approximately $0.1 million in gross revenue fronr distributors in Africa. These decreases wereiglfyrioffset by an increase
of approximately $0.3 million in gross revenue froor distributors in Asia.

Net deferred revenue during the six months endextDber 31, 2012 increased to approximately $83,668gnized in
revenue from approximately $(24,000) deferred frenenue during the same period in 2011. The reveszagnized and
deferred during both periods related to our prawidor returns, which is calculated based on ostony of returns, and
recognized one year later. The reason for the &serén the six months ended December 31, 2012, a@upo the same period
in 2011, is the decrease in sales between persdsell as our reassessment of the provision farnme during the six months
ended December 31, 2012. Our reassessment ofdtisipn for returns of approximately $55,000 wasdzhon a comparison
of our history of returns against the percentagsatés we had been recording in the provision.

Gross Profit. For the six months ended December 31, 2012, gmadi (revenue less cost of revenues) decreaBeids,
or approximately $0.7 million, to approximately $Iillion from approximately $1.8 million duringehsame period in 2011.
The decrease in gross profit is attributable tee@ease in net sales of approximately $1.4 millgattially offset by a decrease
in cost of goods sold of approximately $0.7 milli@ross margin increased from 55.1% in the six m®ended December 31,
2011 to 58.2% in the six months ended Decembe?@12.

Royalties’ Buyout Expenses. For the six months dridecember 31, 2012, we incurred approximately $@ilBon in
royalties’ buyout expenses relating to the restniiey of our royalty agreement for MGuard Primee($Business -
Manufacturing and Suppliers” below for explanatiof)ere was no such expense during the six momitisceDecember 31,
2011. Royalties’ buyout expenses as a percentageyefiue was 49.4% for the six months ended Dece81h012.

Research and Development Expensest-or the six months ended December 31, 2012, res@ad development expenses
increased 59.4%, or approximately $0.8 millionapproximately $2.2 million from approximately $Illion during the same
period in 2011. The increase in cost resulted milgnetom higher clinical trial expenses of approxately $0.7 million,
attributable mainly to a clinical trial for our M@rd Carotid product (approximately $0.3 millionjrglanned U.S. Food and
Drug Administration trial (approximately $0.2 mdh) and the MASTER Trial (approximately $0.2 mifijo In addition to the
increase in clinical trial expenses, there wasmarease of approximately $0.1 million in salaried ahare-based compensation
related to the hiring of additional clinical trigérsonnel. Research and development expense asemtage of revenue
increased to 118.5% for the six months ended Deeefth 2012 from 42.1% in the same period in 2011.
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Selling and Marketing Expenses. For the six months ended December 31, 2012ngeadind marketing expenses increased
73.3%, or approximately $0.7 million, to approxielgt$1.6 million, from approximately $0.9 milliorudng the same period in
2011. The increase in selling and marketing experesulted primarily from an increase of approxeha$0.4 million in
expenditures related to the Transcatheter CardioNasTherapeutics (TCT) meeting in Miami, Floriedyere we announced
our successful MASTER trial results,approximatedy2smillion of additional salaries expense as weagxled our sales
activities worldwide, and approximately $0.1 mifliof additional travel expense. Selling and marigéxpenses as a
percentage of revenue increased to 86.5% in 2@I2 £#8.3% in 2011.

General and Administrative Expenses. For the six months ended December 31, 2012, gkard administrative
expenses decreased 59.5%, or approximately $5li@milo approximately $4.0 million from approxiresit $9.9 million
during the same period in 2011. This decreasetesbptimarily from a decrease in share-based cosgtiem of $6.8 million
(which predominately pertained to directors’ congsion), partially offset by an increase of appmeadely $0.4 million in
legal fees, an increase of approximately $0.2 amilin bad debt expense, an increase of approxiyné@el million in rent
expense and an increase of approximately $0.2amiii miscellaneous expenses. General and adnaitivgtrexpenses as a
percentage of revenue decreased to 215.2% in 202301.5% in 2011.

Financial Expenses. For the six months ended December 31, 2012, dinbaxpenses increased 1,076.9%, or
approximately $1.6 million to approximately $1.7lion from approximately $0.1 million during thersa period in 2011. The
increase resulted primarily from approximately $&illion of amortization expense pertaining to eonvertible debentures
and their related issuance costs, partially ofigeapproximately $0.3 million of financial incomentaining to the revaluation
of certain of our warrants due to our stock prieerdasing to $3.90 on December 31, 2012, from $dn23une 30, 2012 and
approximately $0.1 million for the favorable impadtexchange rate differences for the six montldedrDecember 31, 2012.
Financial expense as a percentage of revenue setdeom 4.5% in 2011, to 93.1% in 2012.

Tax Expenses. For the six months ended December 31, 2012 xparese increased by approximately $0.1 million from
approximately $(18,000) for the six months endeddbaber 31, 2011, to approximately $49,000 duriegséime period in
2012.

Net Loss. Our net loss decreased by approximately $1.1anjlbr 10.4%, to approximately $9.4 million foetkix
months ended December 31, 2012 from approximateyShmillion during the same period in 2011. Therdase in net loss
resulted primarily from a decrease of approxima%sys million in operating expenses (see abovefptanation), partially
offset by an increase of approximately $1.6 millinriinancial expenses (see above for explanat@gcrease of
approximately $0.7 million in gross profit and acriease of approximately $0.1 million in tax expens

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 expladioa of the approximately
$0.6 million decrease in revenue broken down bynissn two components, a decrease in gross reverfuggproximately $0.5
million and a net decrease in deferred revenuaesrezed 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 desee total gross
revenue is predominantly sales volume based, withedhsed sales volume accounting for approxim&e,000, or
approximately 13.0%, and price decreases to owatetistributors accounting for the remaining agjnately $150,000, or
approximately 6.0%. With respect to individual megtgk this decrease in gross revenue was mainigwtible to the fact that
we did not have any sales to our distributor indrdliring the six month period ended June 30, 26d&\pared to sales of
approximately $1.2 million to this distributor dng the same period in 2011, a decrease of appreedyr0.2 million of gross
revenue from our distributor in Spain, a decredsgpproximately $0.1 million of gross revenue froom distributor in
Argentina, a decrease of approximately $0.1 milbégross revenue from our
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distributor in France and a decrease of approximn&® 1 million of gross revenue from our distributn Israel. These
decreases were partially offset by an increasepfaximately $0.5 million of gross revenues fronr distributor in Russia, an
increase of approximately $0.2 million of grosserewe from our distributor in Italy, an increaseapproximately $0.2 million
of gross revenue from our distributor in Germanyirecrease of approximately $0.1 million of grossenue from our
distributor in Poland, and an increase of approéfya0.1 million of gross revenue from our distribr in Mexico, and an
increase of approximately $0.1 million from our @@ning distributors, all due to higher sales volsrn®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 approxielst $0.2 million during the same period in 201hisTdecrease was
almost entirely sales volume based, partially affseapproximately $0.1 million in price increasesur 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 consistagproximately $0.1 million of deferred revenwenfi our distributor in
India, offset by recognized revenue of approxime®€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, 201Zsgpoofit (revenue less cost of revenues) decreék&do,
or approximately $0.5 million, to approximately $@nillion from approximately $1.2 million duringehsame period in 2011.
Gross margin decreased from 43.5% in the six mpettod ended June 30, 2011 to 33.5% in the six mpatiod ended June
30, 2012. In addition to our decrease in salesptimeary reason for the decrease in gross profit avavrite-off of
approximately $0.4 million of slow moving inventemyhich accounted for approximately 89.7% of therdase mentioned
above. We were able to partially offset these desae with reduced production cost per stent dibyeeconomies 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 soldteert increased from an average of $305 per stengnized in revenue for
the six month period ended June 30, 2011 to arageesf $388 per stent for the same period in 2012.

Research and Development ExpenseFor the six month period ended June 30, 2012arel and development expense
increased 138.5% or approximately $1.5 millionapproximately $2.6 million, from approximately $xillion during the
same period in 2011. The increase in cost respltiedarily from higher clinical trial expenses offapximately $1.2 million,
attributable mainly to the MGuard for Acute ST Ed&wn Reperfusion Trial (MASTER Trial) (approximigt&0.7 million), the
U.S. Food and Drug Administration clinical triap@oximately $0.3 million) and the MGuard Carotlshical trial
(approximately $0.2 million), an increase of appnwately $0.1 million in salaries, approximately $@nillion in share-based
compensation and approximately $0.1 million in reilemeous expenses. Research and development exaeagercentage of
revenue increased to 125.9% for the six month gdeiwled June 30, 2012 from 40.1% in the same pariBdll.

Selling and Marketing Expense. For the six month period ended June 30, 201Rngelnd 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 expeesated primarily from approximately $0.2 milliah additional salaries
and approximately $0.1 million of additional shé@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 ofaprately $0.1 million of commissions pertainingimg to our first time
shipment of approximately $1.2 million to our distrtor in India during the six month period endedd 30, 2011 (no such sale
occurred in the same period of 2012), approxim&kélyt million in share-based compensation to cdastd and approximately
$0.1 million in miscellaneous expenses. Selling aradketing expense as a percentage of revenueaseddo 60.2% for the six
month period ended June 30, 2012 from 38.3% irséimee period in 2011.
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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 méw& new location to
support our expanding sales activities, an increas@proximately $0.1 million in audit fees to amumodate and comply with
the reporting requirements of the Securities anchBrge Commission, approximately $0.1 million igakfees, related
primarily to compliance with the reporting requirents of the Securities and Exchange Commissionpappately $0.1
million of fees paid to consultants that was akated primarily to compliance with the reportirgiuirements of the Securities
and Exchange Commission, and approximately $0.Bomiin miscellaneous expenses. This increase aefly offset by a
decrease of approximately $0.4 million in litigatiexpenses. General and administrative expenspasantage of revenue
increased to 193.1% for the six month period enllew: 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 debestamd 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 approximately $0.2 million
for the favorable impact of exchange rate diffeesnfor the six month period ended June 30, 20hrfial expense as a
percentage of revenue was 28.9% for the six moatiogh ended June 30, 2011, compared to 5.3% dafidiabhincome 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 $2.9%onijlor 70.7%, to $7.1 million for the six monthrijoel ended
June 30, 2012, from $4.2 million during the sameqaein 2011. The increase in net loss resultetharily from an increase in
operating expenses of approximately $3.3 milliee(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 finhegipenses (income) of
approximately $0.9 million (see above for explam@a)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 milliar25.3%,
to approximately $6.0 million from approximately.8$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.Bamjlor 77.6%, to
approximately $5.7 million from approximately $3r@llion during the same period in 2010. This in@edn total gross revenue
was predominantly sales volume based, with incaeaakes volume accounting for approximately $2.Bonij or
approximately 72.5%, and price increases accoumtinthe remaining approximately $0.2 million, gpaoximately 5.1%. In
general, we focused on opening new markets, subidés and also increasing sales in existing nmarkg presenting clinical
data at conferences and individual presentatiod®ttors about the merits of MGuard Coronary. Wétbpect to individual
markets, this increase in gross revenue is maitilipatable to the first time shipment of approxielg $1.2 million to our
distributor in India during the twelve months end®etember 31, 2011, an increase of approximatel $dllion of gross
revenue from our new distributor in Russia, anease of approximately $0.4 million of gross revefiam our distributor in
Israel, an increase of approximately $0.3 millidywss revenue from our distributor in Brazil,inorease of approximately
$0.2 million of gross revenue from our
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distributor in Spain, an increase of approxima&y2 million of gross revenue from our distribuitorArgentina, an increase of
approximately $0.1 million of gross revenue front distributor in South Africa, an increase of appneately $0.1 million of
gross revenue from our new distributor in Ukraie increase of approximately $0.1 million of grosgenue from our new
distributor in the Netherlands and an increaseppf@ximately $0.1 million of gross revenue from distributor in Mexico.
This increase was partially offset by a decreasgppfoximately $0.2 million in gross revenue froor distributor in Germany,
a decrease of approximately $0.2 million in gressenue from our distributor in Pakistan, a decredsgproximately $0.2
million from our distributor in Poland, a decreasepproximately $0.1 million in gross revenue froor distributor in Italy,
and a decrease of approximately $0.1 million irsgn@venue to our distributor in France, all dulteer sales volume to these
distributors. We also shipped and recognized gmasnue for approximately $0.2 million more fronr oemaining distributors
during the twelve months ended December 31, 20l &ompared 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 inl284 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, 201Ineudeferred revenue consisted of approximatelg $ollion
attributable to our distributor in Israel, approsirely $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 allghases to us within 18 months of the purchase Date to our inability to
accurately estimate the amount of future returthsages to this distributor were deferred untikth8 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 appratéfy $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 monthsige 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/gdtarns, the $1.3 million worth of shipments maad¢he distributor in
Poland that we recorded as deferred revenues wrearognized during the twelve months ended Déeer1, 2010 as
revenues. As noted above, our distributor in Briazg a contractual right to return all purchasesifioto six months from the
delivery date. As also noted above, due to ourilitgbo accurately estimate the rate of returntbig distributor, all sales made
to it were also deferred until the six month retpemiod elapsed. The
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deferred revenue of approximately $0.3 million gru@ed during the twelve months period ended Deeer8h, 2010
accounted for purchases made in December 2009v#ratnot returned and were not yet recognizedwancees.

Gross Profit. For the twelve months ended December 31, 20bksgrofit increased 32.8%, or approximately $0.7
million, to approximately $3.0 million from appraowately $2.3 million during the same period in 20G@oss 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 produaost per stent driven by
reduction in price per unit from our subcontracnd 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 geogmized in revenue for the twelve months endezkBéer 31, 2010 to an
average of $286 per stent for the same period 11 20he higher price per stent for the twelve memhded December 31,
2010 was effected by the price of stents sold ©828nd 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 byapproximately $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@iDecember 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, 20Ttergeand administrative
expense increased 323.6%, or approximately $9kbmiko approximately $12.3 million from $2.9 nidlh 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 tieeBities 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 lagdated 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 wfii reporting
requirements of the Securities and Exchange Cononisghis increase was partially offset by a deseeaf approximately $0.1
million in miscellaneous expenses. General and aidtnative expense as a percentage of revenueaseneto 204.4% in 2011
from 58.6% in 2010.
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Financial Expenses (Income). For the twelve months ended December 31, 2044néial expense increased 506.5%, or
approximately $0.8 million, to approximately $1.@lion from $0.2 million during the same period2810. The increase in
expense resulted primarily from a one-time finaheigense recording of approximately $0.6 milliarthe first quarter of 2011
pertaining to the revaluation of an outstandingvestible loan at fair value prior to redemption approximately $0.2 million
for the favorable impact of exchange rate diffeesnfor the twelve months ended December 31, 2HtQditH 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 sgr@egod in 2010. The increase in net loss resytedarily from an
increase in operating expenses of approximately2itillion (see above for explanation) and an iaseeof 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 milliard®.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 nédrded 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, 2009jefetred 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 distributoltaly 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 fronpisients made in 2008 were
deferred and recognized in 2009. The deferred revéor each distributor recognized during the twatvonth period ended
December 31, 2009 accounted for the purchases make 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, 281i@’e for the reasons why such revenue was defendydr recognized
for certain of the distributors listed above.

Total gross revenue for the twelve months endeceBéer 31, 2010 remained relatively flat in comparito the twelve
months ended December 31, 2009, increasing by rippately $46,000. This increase was predominarslgsvolume based,
with increased sales volume accounting for apprexéty $263,000, offset by price decreases in theusnof $217,000. The
increase in sales volume was evenly distributedrepoar distributors. The decrease in prices weeetdwur penetration of
newly opened markets, namely Brazil, Slovakia agdrGs in 2010, which required reduced prices aspaoed 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 2@08dHition to an increase in sales, we were abi@poove our gross profit
because of reduced production cost per stent dhiyeeduction in price per unit from our subcontoa@nd economies of
scale. For the twelve months ended December 31, 20t average selling price per stent recognimedvenue was $606, and
we recognized the sale of 8,171 stents, compared &verage price of $577 per stent and 5,910sstent
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recognized in revenue for the same period in 20Q8.cost of goods sold per stent decreased froavarage of $380 per stent
recognized in revenue for the twelve months endeceihber 31, 2009 to an average of $330 per stetlidsame period in
2010. The higher price per stent for the twelve theended December 31, 2010 was affected by the pfistents sold in 2008
and 2009 to one of our Europeans distributors imm&when the Euro was much stronger than the Wifardat an average
price of $997 when translated to U.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 frosf@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 resultedapifinfrom 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 accepterbanting principles in
Israel to the United States), an increase of $0lllomin salary expenses, and an increase of apiprately $0.4 million in other
expenses (due to our overall expansion). Genethhdministrative expense as a percentage of revanreased 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

Six Months Ended December 31, 2012 Compared toMsonths Ended December 31, 2011

Since our formation, we have had recurring lossesreegative cash flows from operating activitied have significant
future commitments. For the six months ended Deeer@b, 2012, we had losses of approximately $9lHomiand negative
cash flows from operating activities of approxinhate5.8 million. We believe that our financial resoes as of December 31,
2012 should enable us to continue funding the megyatash flows from operating activities until saime during the three
months ended September 30, 2013. Furthermore, cogingeOctober 2013, our senior convertible debestare subject to a
non-contingent redemption option that could requseo make a payment of approximately $13.3 mmjliacluding accrued
interest. Since we expect to continue incurringatieg cash flows from operations and in light af ffotential cash requirement
in connection with our convertible debentures, ¢hisrsubstantial doubt about our ability to corgitmperating as a going
concern.
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Based on our financial position as of December2812, we will need to raise further capital at sdatare 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 ancketastevelopments. However, we may be unable te mifficient
additional capital when we require it or upon tefengorable to us. In addition, the terms of anyusiges we issue in future
financings may be more favorable to new investadsraay include preferences, superior voting rigimg the issuance of
warrants or other derivative securities, which rhaye a further dilutive effect on the holders of afiour securities then
outstanding. If we are unable to obtain adequatdgion reasonable terms, we will need to curtatajons significantly,
including possibly postponing or halting our U.80B and Drug Administration clinical trials or eritg into financing
agreements with unattractive terms.

General. At December 31, 2012, we had cash and cash dgnfsaf approximately $5.4 million, as compare$10.3
million as of June 30, 2012. The decrease is ataiidle primarily to our net loss, excluding nonfcéieancial expenses. We
have historically met our cash needs through a @wetibn of issuance of new shares, borrowing aiisiand 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 approtéip&5.8 million for the six months ended December2012 and $4.2
million for the same period in 2011. The principsdsons for the usage of cash in our operatingitaes for the six months
ended December 31, 2012 include a net loss of ajppately $9.4 million and an increase in workingital of approximately
$0.2 million, offset by approximately $1.4 milliom non-cash share-based compensation, approxintste?ymillion in non-
cash financial expenses, approximately $0.9 mililoa non-cash royalties buyout, approximately $8illion in depreciation
and amortization expenses and approximately $0lBmof all other miscellaneous expenditures.

Cash used in our investing activities was approxéye$193,000 during the six months ended Decer@he012,
compared to approximately $157,000 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 $87,000 of new
manufacturing equipment, an increase in restricth of approximately $56,000 and the funding gbleyee retirement funds
of approximately $50,000.

Cash generated by financing activities was apprateétg $1.0 million for the six months ended Decenfifg 2012,
compared to $1.3 million generated from financintiities for the same period in 2011. The printg@urce of cash from
financing activities during the six months endea&uaber 31, 2012 was funds received for the exedfisptions and warrants
in the amount of approximately $1.0 million. In ¢@st, during the six months ended December 311,20& received
approximately $1.5 million from the exercise ofiops, partially offset by a repayment of a longrtdoan of approximately
$0.2 million.

As of December 31, 2012, our current liabilities@aded current assets by a multiple of 1.05. Cuassets decreased
approximately $5.2 million during the six month ipel; mainly due to cash used in operations, anteotifiabilities increased
by approximately $6.0 million during the same péyimainly due to the liability associated with @anvertible debentures. As
a result, our working capital surplus decreasedpproximately $11.2 million to a working capitafideency of approximately
$0.4 million at December 31, 2012.

Sales of Stock/Issuance of Debt and Securitie8n April 5, 2012, we issued senior secured corblertiebentures in the
original aggregate principal amount of $11,702,488 five-year warrants to purchase an aggrege88%B66 shares of our
common stock at an exercise price equal to theledsp7.20 per share (as adjusted for the ondefarreverse stock split of
our common stock that occurred on December 21, Yidlxchange for aggregate gross proceeds of $iillién, with
corresponding net proceeds of approximately $918omi The convertible debentures were issued wii?6 original issuance
discount, mature on April 5, 2015, bear interestraginnual rate of 8% and are convertible at ang thto shares of common
stock at an initial conversion price of $7.00 peare (as adjusted for the one-for-four reversekssptit of our common stock
that occurred on December 21, 2012). Upon conversfigche convertible debentures, investors wilkiee a conversion
premium equal to 8% per annum, with a limit of 1&9the term of the convertible debentures, ofghiacipal amount being
converted. In addition, the investors may
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require us to redeem the convertible debenturasyatime after October 5, 2013 (18 months afterdidte of issuance) for
112% of the then outstanding principal amount, plliaccrued interest, and we may prepay the ceibledebentures after six
months for 112% of the then outstanding principabant, plus all accrued interest. In connectiorhwhis financing, we paid
placement agent fees of $848,750 and issued platteagents warrants to purchase 78,078 shares ahoorstock (as adjusted
for the one-for-four reverse stock split of our eoon stock that occurred on December 21, 2012), avithe year term and an
exercise price of $7.20 per share (as adjustethéone-for-four reverse stock split of our commstwck that occurred on
December 21, 2012).

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 reviidumaof warrants pertaining to our convertible detoees, offset by
approximately $1.9 million in non-cash share-basatpensation, approximately $1.0 million in nonkcéisancial expense
related to our convertible debentures, a decreag®iking capital of approximately $0.9 million {den primarily from a
decrease in our accounts receivable of approxim&@&b million due to our decrease in sales anthemease of approximately
$0.5 million in other payables due to accruals réed pertaining to the MGuard for Acute ST EleviatiReperfusion Trial
(MASTER Trial) and the U.S. Food and Drug Admirasion clinical trial) and approximately $0.2 milfiof all other
adjustments.

Cash used by our investing activities was approteiga0.2 million during the six month period endkahe 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 purchasapproximately $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. Thagpal source of cash flow from financing actieg during 2012 was the
proceeds from our convertible debentures and wewriasued on April 5, 2012 of approximately $9.%9iom, offset by the
repayment of a long-term loan in the amount of agjpnately $0.1 million. The principal source of heffow 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 theeslachange 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 repayineina long-term loan in the amount of approximated.2 million.

As of June 30, 2012, our current assets exceedeentliabilities by a multiple of 4.1. Current atsincreased
approximately $4.5 million during the six month jperended June 30, 2012, mainly due to cash rdieedthe convertible
debenture and warrant offering on April 5, 2012] aarrent liabilities increased by approximatelyl$tillion during the same
period. As a result, our working capital surplusr@ased 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 rnalies 4% per annum. The loan was payable in eigattgrly installments
during a period of three years that began in A3010. According to the loan agreement, in casendeait
transaction” (defined as certain merger or salestations, or an initial public offering), we weeguired 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.
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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 012. 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 ardkearease 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 convertiizle 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 convertibdesooutstanding with an aggregate principal amount
outstanding of approximately $1.58 million that &damterest at the rate of 8% per annum. Followirggghare exchange
transactions on March 31, 2011, $580,000 plus accinterest converted into shares of our commarksiad 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 one-farfieerse stock split of
our common stock that occurred on December 21, 2@t 2ross proceeds of approximately $13.7 milléord corresponding
net 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 dgntgaf 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 othesn-cash adjustments.

Cash used in investing activities was approximasdiy,000 for the twelve months ended December @10 2and
approximately $0.3 million for the same period §09. The principal reasons for the decrease in t@shfrom investing
activities included approximately $81,000 for plant equipment purchases offset by a decreasepahamately $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 andiseiance 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) disclosinguatitative information about the unobservable ispuged within the Level 3
hierarchy. Effective January 1, 2012, we adopted 811-04. The adoption of this accounting stanslaggtiate 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 regoiigt 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$eeemay 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? $ 14,748 $  70¢ $ 14,04 0 0
Operating lease obligatiof®@ $ 91z $ 40z $ 51C 0 0
Accounts Payable $ 198: $ 198: $ 0 0 0
Total $1764. $ 3,08 $ 14557 $ — 3 —

(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. As of June 30, 2012, our convagidebentures bore
interest at the rate of 8% per annum and were ctibleeat any time into shares of common stockreiniial conversion
price of $7.00 per share (as adjusted for the ondelur reverse stock split of our common stock thecurred on December
21, 2012). As of June 30, 2012, the holders ofcmunvertible debentures were entitled to requirtousdeem our
convertible debentures at any point 18 months #ftedate of issuance for 112% of the outstandiirgipal 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 exgkaates.

Interest Rate Exposure
Our exposure to market risk relates primarily torstterm investments, including funds classifieccash equivalents. As of

December 31, 2012, all excess funds were investdthe deposits and other highly liquid investmettisrefore 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 rekao#rtain revenues and expenses being denomiimatetlrencies 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 operatiomsitial 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 resourcegntges. 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 one-for-four reverse stock gflitur common stock
that occurred on December 21, 2012) in exchangalfforf InspireMD Ltd.’s issued and outstandingioedy shares, resulting
in the former shareholders of InspireMD Ltd. holglen controlling interest in us and InspireMD Ltécbming our wholly-
owned subsidiary. In addition, all options, warsaot other securities convertible into or exerdisdbr ordinary shares of
InspireMD Ltd. were exchanged for options, warrantsther securities convertible into or exercisdbk shares of our
common stock.

Immediately following the share exchange transastiove transferred all of our pre-share exchangeabing assets and
liabilities to our wholly-owned subsidiary, Sagu&toldings, Inc., a Delaware corporation, and trarrsid all of Saguaro
Holdings, Inc.’s outstanding capital stock to LyBiriggs, our then-majority stockholder and our forrpeesident, chief
executive officer, chief financial officer, secngtareasurer and sole director, in exchange forctrecellation of 1,875,000
shares of our common stock (as adjusted for thef@mtur reverse stock split of our common stoettoccurred on
December 21, 2012) held by Ms. Briggs.

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

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform
technology, MGuard. MGuard provides embolic pratecin stenting procedures by placing a micronesimgleeve over a stent
(see photograph below of an MGuard stent). Ouiainiroducts are marketed for use mainly in pasievith acute coronary
syndromes, notably acute myocardial infarction (hatiack) and saphenous vein graft coronary ietetiens (bypass surgery).
According to the TYPHOON STEMI trial (New Englanouinal of Medicine, 2006) and the SOS SVG Trial¢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, heaathktand restenting of the
artery. When performing stenting procedures inguasi with acute coronary symptoms, interventioaatiiologists face a
difficult dilemma in choosing, with the aim of emswg adequate protection from distal embolizatithre (dislodgement of
particles from the artery wall that results in kdadot), between bare-metal stents, which haveh Hate of restenosis
(formation of new blockages), and drug-eluting (fooated) stents, which have a high rate of latembosis (formation of
clots months or years after implantation), reqaileninistration of anti-platelet drugs for at lease year post procedure, are
more costly than bare-metal stents and have additgide effects. We believe that MGuard is a sengsid seamless solution
for these patients. For the six months ended DeeeBih 2012, our total revenue was approximatel9 $iillion and our net
loss was approximately $9.4 million. For the sixmiis ended June 30, 2012, our total revenue wasxppately $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.1dillion.
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MGuard Sleeve — Microscopic View

We intend to study our MGuard technology for usa road range of coronary related situations ifcivbomplex 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 emexrge 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 Magknsandatory conformance mark on many products rtexika the European
Economic Area and certifies that a product hasEuebpean Union consumer safety, health or environaheequirements. We
began shipping our product to customers in Europinuary 2008 and have since expanded our gl@sabdtion 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, wivielefer to as the MGuard Prime version of the lM@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 morelléi 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 bioOctober
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 théaéurgrowth of our MGuard Coronary and other plankisluard
products. For example, we face competition from erous pharmaceutical and biotechnology companigseitherapeutics
area, as well as competition from academic ingbitst government agencies and research institutdast of our current and
potential competitors have, and will continue tedyasubstantially greater financial, technologicasearch and development,
regulatory and clinical, manufacturing, marketimgl sales, distribution and personnel resourceswado. In addition, none
of our products is currently approved by the U.@drFand 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 tedr use, manufacture and delivery, we believeithia possible that one or
more third parties will assert a patent infringetn&aim 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 prospectugrezfces to MGuard Coronary are to both our ingtiainless steel based
MGuard Coronary and our more current cobalt-chromizased MGuard Prime version of the MGuard Coraresyapplicable.

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/ethis 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 phamatigeétherapy, balloon angioplasty, stenting viitre metal or drug-eluting
stents, and coronary artery bypass graft procedwigsthe selection often depending upon the stddke disease. A stent is
an expandable “scaffold-like” device, usually consted of a stainless steel material, that is tegeinto an artery to expand the
inside passage and improve blood flow.

According to the 2012 MEDTECH OUTLOOK produced andary 2012 by BMO Capital Markets, revenues frben t
global coronary stent market are predicted to fiygtecline, although in volume of stents the maikeredicted to continue to
grow. The growth in volume is due to the appealdss invasive percutaneous coronary interventionqaures and advances
in technology coupled with the increase in the #ydgopulation, obesity rates and advances in teldgy.

Coronary artery disease is one of the leading canfsdeath worldwide. The treatment of coronargrgrtisease includes
alternative treatment methodologies, that is, carprtery bypass grafting or angioplasty (perceais coronary intervention)
with or without stenting. According to the 2012 MEBECH OUTLOOK produced by the BMO Capital Marketslamuary
2012, the percutaneous coronary intervention praeedinvolving stents are increasingly being usetligat coronary artery
diseases with a 71% penetration rate in 2010.

Our Products

The MGuard stent is an embolic protection devicgeleon a protective sleeve, which is constructeaban ultra-thin
polymer mesh and wrapped around the stent. Thegire¢ sleeve is comprised of a micron level fikeitted mesh, engineered
in an optimal geometric configuration and desigfeeduitmost flexibility while retaining strength cteecteristics of the fiber
material (see illustration below). The sleeve exizaseamlessly when the stent is deployed, withidedting the structural
integrity of the stent, and can be securely mounteeny 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 impai¢mibyment exerted by the stent on the arterial aval 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 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 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. Resuitsus completed
clinical trials on the MGuard Coronary stent, irdihg the MAGICAL, PISCIONE and MGuard internatiomegistry (iMOS)
clinical trials described below (see “Business —parison of Clinical Trial Results to Date with Ris Achieved Using Bare
Metal or Drug-Eluting Stents in the STEMI populatidelow), indicate positive outcomes and safetyasuees. The results of
these completed clinical trials for the MGuard Gay stent suggest higher levels of reperfusiongtarates of 30-day and 1-
year major adverse cardiac events, and high lefelemplete ST resolution, as compared to the teart rates of other bare-
metal and drug-eluting stents. MGuard Coronary destrated high levels of complete ST resolution gom@nce in 61% of
patients in the MAGICAL study and 90% of patiemtghie PISCIONE study for the MGuard Coronary stant lower rates of
30 day and 1 year major adverse cardiac event¥o(art 5.9%, respectively, for the MGuard Coron&eynt3, as compared to
the levels and rates of other bare-metal and diuting stents, as reported by Vlaar et. al. (Cardieath and reinfarction after 1
year in the Thrombus Aspiration during Percutanezmsnary intervention in Acute myocardial infaoctiStudy (TAPAS): a 1-
year follow-up study, Lancet 2008; 371: 1915-20j.r&ported in the study by Vlaar et. al., comp&Tferesolution 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 enes 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 guweeFurthermore, results
from a recent HORIZONS-AMI trial demonstrated thatear major adverse cardiac event rates were 1fhbfatients 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 (cardiatality was 1.4% for
patients with complete ST resolution compared t@%bfor patients with no ST resolution).
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Our MGuard Coronary stent is also being evaluatezkitain ongoing clinical trials, including our M ER trial, with respect
to which 30 day results were reported on OctobeP42 (See “Business — Clinical Trials — Ongoin@ical Trials for
MGuard Coronary Bare Metal Stent Plus Bio-StablesiMend “Business — Clinical Trials — MASTER Randaed Trial for
MGuard Coronary Compared to Bare Metal or DrugiBStents”). As described below, unlike the tridéscribed above, the
MASTER trial failed to show a statistically sigrmifint reduced rate of 30 day major adverse cardiacte with the MGuard
Coronary compared to a conventional bare metat.sten

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 congtde levels of
reperfusion and complete ST resolution as the M@&Qaronary with a bio-stable mesh, as describesteggand a comparative
restenosis rate, which is the rate at which patierperience formation of new blockages in thagrags, when compared to
existing drug-eluting stents. This product is caotiyeplanned, but not yet under development. Tleedlisorbability of MGuard
Coronary with a drug eluting bio-absorbable meshtended to improve upon the bio-absorbabilitptifer drug-eluting stents,
in light of the large surface area of the meshtaedsmall diameter of the fiber. We intend to studiether the protective sleeve
on the MGuard Coronary with a drug-eluting bio-absble mesh can improve uniform distribution of dpplied drug to the
vessel wall for improved drug therapy managementpared to other drug-eluting stents, where the @ralistributed on the
struts only. If this intended result is achievedhwiespect to the improved and uniform distributddrthe applied drug to the
vessel wall, the total dosage of the medicatioempiilly could be reduced while increasing itsaftly. MGuard Coronary with
a drug-eluting bio-absorbable mesh is expecteddmpte smooth and stable endothelial cell growthsubsequent attachment
to the lumen of the vessel wall, which is esseifitiatapid healing and recovery. In addition, wéée bio-absorbable drug-
eluting mesh may enable the use of more effectiug therapies that presently cannot be effectigeebted on a metal-based
stent due to their poor diffusion capabilities. Bese the drug-eluting bio-absorbable mesh willibeabsorbable, we anticipate
that the mesh will completely dissolve after fowmnths, which we expect will result in fewer of ttleronic long term side
effects that are associated with the ongoing prsefthe 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, although
we have temporarily delayed its development uwlditonal funding is secured. We believe that ou®dard design will
provide substantial advantages over existing thesap treating carotid artery stenosis (blockageasrowing of the carotid
arteries), like conventional carotid stenting andarterectomy (surgery to remove blockage), gihensuperior embolic
protection characteristics witnessed in coronatgriaal disease applications in high risk patientydations. We intend that the
embolic protection will result from the mesh sleea® it traps emboli at their source. In additior,believe that MGuard
Carotid will provide post-procedure protection agaiembolic dislodgement, which can occur immedlistéter a carotid
stenting procedure and is often a source of pastgatural strokes in the brain. Schofer, et al. {€leerebral embolization after
emboli-protected carotid artery stenting assesgexbquential diffusion-weighted magnetic resonanging,” Journal of
American College of Cardiology Cardiovascular Intentions, Volume 1, 2008) have also shown that the majaftthe
incidents of embolic showers associated with cdrstienting occur immediately post-procedure.

MGuard — Peripheral Applications

We intend to market our mesh sleeve coupled wiblaexpandable stent (a stent that expands withalldon dilation
pressure or need of an inflation balloon) for usperipheral applications. This product is curnenthder development,
although we have temporarily delayed its develogmaetil additional funding is secured. Peripherale#y Disease, also
known as peripheral vascular disease, is usuallyatterized by the accumulation of plaque in atein the legs, need for
amputation of affected joints or even death, whetneated. Peripheral Artery Disease is treateceltly trying to clear the
artery of the blockage, or by implanting a sterthia affected area to push the blockage out ofvéneof normal blood flow.
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As in carotid procedures, peripheral procedureshagacterized by the necessity of controlling eliatshowers both
during and post-procedure. Controlling embolic sasas so important in these indications that pdiges often use covered
stents, at the risk of blocking branching vesdelgnsure that emboli does not fall into the blaocsn. We believe that our
MGuard design will provide substantial advantagesr @xisting therapies in treating peripheral grigenosis (blockage or
narrowing of the peripheral arteries).

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. FoadlRrug Administration approval for our MGuard Coaoy with bio-stable
mesh product in our current business plan. Theofifee term “to be determined” in the table beloithwegard to certain
milestones indicates that the achievements of milgstones is unable to be accurately predicteslials 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 CQ2-2016 2016
Bio-Stable Mesh Coronary
MGuard Peripheral Plus Peripheral CQ1-2011 To be To be To be To be
Bio-Stable Mesh Arteries determined determined determine determined
MGuard Carotid Plus  Carotid CQ1-2011 To be To be To be To be
Bio-Stable Mesh Arteries determined determined determine determined
(submitted for
approval
January 2013)
MGuard Coronary Plus Bypass/ To be To be To be To be To be
Bio-Absorbable Coronary  determinec determined determined determine determined

Drug-Eluting Mesh

With respect to MGuard Carotid with bio-stable masld MGuard Peripheral bio-stable mesh, we hawrméted that the
expected commencement of sales in the Europeamldaionot be accurately predicted since we haveeeltne development
of these products until additional funding for the@évelopment 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.

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 mesldpced 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 Bare-Metal Stent CE Mark (European
Plus Bio-Stable Mesh Union + Rest of World)  CQ4-2006 CQ3-2007

Drug-Eluting Mesh

(Bare-Metal Stent CE Mark (European To be To be
Plus DrugEluting Mesh’  Union + Rest of World)  determined  determine:

To be To be
FDA (U.S)) determined  determine

Cobalt-Chromium Stent

Plus Bio-Stable Mesh FDA (U.S)) CQ2 2011 CQ2 2012

MGuard Peripheral/  Self-Expanding CE Mark (European To be To be
Carotid System Plus Mesh Union + Rest of World)  determined  determine:

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

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 previouslyoanaced target due to a delay in our receipt otgrated funding.

Clinical Trials

The table below describes our completed and planhidal trials. The use of the term “To be detared” in the table
below with regard to milestone dates in our clihtcals indicates that we have not yet decidedmteeschedule such
milestones. All milestone dates set forth in tHe#edelow are our best estimates based upon thentwstatus of each clinical
trial.

Study Status
Stent Clinical Follow-up No. of Start End End of
Product Platform Trial Sites Requiremeni  Objective  Patients Enrollment Enroliment  Study
Study
to evaluate
safety and
Bare-Metal performanc
Stent Plus
MGuard Bio-Stable Germany — of MGuard CQ4- CQ4- CQ2-
Coronary Mesh two sites 12 months  system 41 2006 2007 2008
Brazil — CQ4- CQ1- CQ2-
one site 12 months 30 2007 2008 2009
Poland — CQ2- CQ3- CQ2-
four sites 3 years 60 2008 2008 2009
International
MGuard
Observational
Study —
worldwide — CQ1- CQ1- CQ1-
19 sites 12 months 550 2008 2013 2014
Israeli MGuarc
Observational
Study —
Israel — CQ3- CQ1- CQ1-
9 sites 6 months 87 2009 2012 2013
Master
randomized
control trial —
9 countries,
50 centers in
South
America,
Europe and CQ2- CQ2- CQ3-
Israel 13 months 433 2011 2012 2013
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Study Status
Stent Clinical Follow-up No. of Start End End of
Product Platform Trial Sites  Requirement  Objective Patients Enrollment Enrollment  Study
Brazil
Observational
Study — 25 To be To be
sites 12 months Up to 50( CQ3-201C determine determine
Pivotal stud
to evaluate
safety and
performanct
of MGuard
FDA Study — system for
70 sites, U.S. FDA
and out of U.S& 13 months  approval 1,100 CQ2-2013 CQ3-2014 CQA4-201%
Pilot study
to evaluate
safety and
performance
Drug-Eluting of MGuard
Stent South Americi system for
(Bare-Metal FDA and
Stent + Drug  and Europe — CE Mark To be To be To be
Eluting Mesh) 10 sites 12 months  approval 500 determine determine determine
To be To be To be
U.S. - 50 site: 12 months 2,000 determine determine determine
Evaluation
Rest of World of safety
as an and efficacy
Observational 12 months for specific To be To be To be
Study to 3years indications 400 determine determine determine
Pilot study
to evaluate
safety and
performanct
South Americi of MGuard
Self- system for
Expanding and Europe — CE Mark To be To be To be
MGuard Peripheral System + Mes four sites 12 months  approval 50 determine determine determine
Evaluation
of
safety and
efficacy for
specific
Self- Rest of World indications
Expanding asa post- To be To be To be
MGuard Carotid System + Mes  registry study 9 months marketing 150 determine determine determine

Each of the patient numbers and study dates détifothe tables above are management’s best dstimii¢he timing and
scope of each referenced trial. Actual dates atidrganumbers may vary depending on a number abfacincluding, without
limitation, feedback from reviewing regulatory aotities, unanticipated delays by us, regulatorhatrities or third party
contractors, actual funding for the trials at timeet of trial initiation and initial trial results.

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

With respect to the MGuard Peripheral clinicalltfa the self-expanding system plus mesh, the dgte 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 numibeatients 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&etal Stent Plus Bio-Stable Mesh

As shown in the table above, we have completectttlipical trials with respect to our MGuard Corpnwith bio-stable
mesh. Our first study, conducted at two centefSénmany, included 41 patients with either sapheneirsgraft coronary
interventions or native coronary lesions treatdéiyle stenting procedure (blockages where no bypasedure was performed).
The MGuard Coronary rate of device
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success, meaning the stent was successfully depinytbe target lesion, was 100% and the rate @fgmtural success, meaning
there were no major adverse cardiac events pribos$pital discharge, was 95.1%. At six months, amlg patient (2.4% of
participants) had major Q-wave myocardial infanct{@ WMI) and 19.5% of participants had target vesseascularization (an
invasive procedure required due to a stenosisarsdime vessel treated in the study). This dateostgoglGuard Coronary’s
safety in the treatment of vein grafts and natiwnary legions.

Our 2007 study in Brazil included 30 patients whergvcandidates for a percutaneous coronary intéovetangioplasty)
due to native coronary lesion(s) and/or narrowihg pative coronary artery or a bypass graft. lipafients, 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 rejon cardiac events at the time of the follow-upd2®s after the
deployment of the stents.

The MAGICAL study, which was conducted in Polantlided 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 percutaneousneny intervention
is the primary line of therapy. Perfect blood flowthe artery was achieved in 90% of patients,gmblood flow into the heart
muscle was achieved in 73% of patients and com#at@%) restoration of electrocardiogram normaliys achieved in 61.4%
of patients. The total major adverse cardiac evextésduring the six-month period following the bgment 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 was an opgistry launched in the first calendar quarte2@9. This registry
enrolled 550 patients in 19 sites, primarily in &igs Czech Republic and Hungary, and was aimedaluating the
performance of MGuard Coronary with bio-stable miesh “real world” population. Based upon the numbiepatients
enrolled, we decided to close enroliment on Janil@r2013 and concentrate on clinical follow-uptfus study. The primary
endpoint that this registry will evaluate is theweence of major adverse cardiac events at siximsdollowing deployment of
the stent. The clinical follow-up will continue farperiod of up to one year per patient.

Our ongoing observational study in Israel was agnagistry launched in the fourth calendar quart&009. This registry
enrolled 87 patients. Based upon the number oépigtienrolled, we decided to close enrollment dordrry 6, 2013 and
concentrate on clinical follow-up for this studyhé primary endpoint that this registry will evaki& the occurrence of major
adverse cardiac events at 30 days following depéytrof the stent. The clinical follow-up will beroducted six months
following deployment of the stent.

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 evetieids 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 March 18,
2013, 24 patients of the prospective 500 have beeviled.

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

In the second calendar quarter of 2011, we begaiMtBuard 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 ineaaty superior myocardial reperfusion (the restoratf blood flow) in
primary angioplasty for the treatment of acute STERNe 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 withraroercially-
approved bare metal or drug-eluting stent. Theiléetacute and 30 days results from the trial, Whiere presented at the
Transcatheter Cardiovascular Therapeutics (TCT)ezence on October 24, 2012, were as follows:
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*  The primary endpoint of post-procedure completes8gment resolution (restoration of blood flowthe heart muscle
after a heart attack) was significantly improveghatients randomized to the MGuard Coronary stemtpared to
commercially-approved bare metal or drug-elutirentt (57.8% vs. 44.7%).

e The MGuard Coronary stent resulted in superitgsaf thrombolysis in myocardial infarction (TIM3)flow, which
evidences normal coronary blood flow that fills thistal coronary bed completely, as compared toncernially-
approved bare metal or drug-eluting stents (91.8%82.9%), with comparable rates of myocardial bbigiade 2 or 3
(83.9% vs. 84.7%) and Corrected TIMI frame coufiRC) (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 sgipto
commercially-approved bare metal or drug-elutirents. All other major adverse cardiac event comptas well as
stent thrombosis, were comparable between the Mi3Daronary and commercially-approved bare metarog-
eluting stents.

In sum, the MASTER Trial demonstrated that amortgepgs with acute STEMI undergoing emergency P€armioplasty,
MGuard Coronary resulted in superior rates of apiiehcoronary flow (blood flow within the vessélsat run along the outer
surface of the heart) and complete ST-segmentugsielcompared to commercially-approved bare nmtdkrug-eluting stents.
However, each of MGuard Coronary and commercigtlgraved bare metal or drug-eluting stents showmilasi rates of major
adverse cardiac events 30 days following the praeed

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 1.6 2.2 0.7t

Comparison of Clinical Trial Results to Date with Results Achieved Using Bare Metal or Drug-Eluting Stnts in the
STEMI Population From Non-Comparative Study and 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 whio® STEMI patients were enrolled, as reported in tiantre
Experience with MGuard Net Protective Stent in $wation Myocardial Infarction: Safety, Feasibilignd Impact on
Myocardial Reperfusion” i€atheter Cardiovasc Intery2009 and presented by F. Piscione, “Multicenttpefience
MGuard with MGuard net Protective Stent in ST-etemraMyocardial Infarction: Long-term Results”, Tigcatheter
Cardiovascular Therapeutics (TCT) Conference 20tDra Piscione, “MGuard in Acute MI: Three-Year l6al-up”,
TCT Conference 2011;
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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 StéecEvely Reduces the Risk of Digital Embolisatibuaring
Primary Percutaneous Intervention for ST Elevahityocardial Infarction,” EuroPCR 2010.

Our meta-analysis included data from the followtnigls:

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, Internaid Randomized Trial Comparing Four Reperfusioatsgies 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 staiiyned to explore pre-treatment with manual thrortdray as
compared to conventional stenting, as reportedimdmbus Aspiration During Primary Percutaneouso@ary
Intervention Improves Myocardial Reperfusion andliRees Infarct Size: The EXPIRA (Thrombectomy wittpBrt
Catheter in Infarct-related Artery During PrimargrButaneous Coronary Intervention) Prospective dRarized Trial”
in Journal of American College of Cardiolog®009;

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-Aspioatin
Primary and Rescue Angioplasty (REMEDIA) Trial”Jdournal of American College of Cardiologg005;

The Horizons-AMI (Harmonizing Outcomes with RewalgrlZatiON 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 Réomised
Controlled Trial” inLancet, 2009, and “Heparin Plus a Glycoprotein Ilb/llfglbitor 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 Theombus 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 complaradtes 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)lerthe 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 6C 10C 203 51 414 (Total
Thrombolysis in myocardial infarction (
1,% 0 0 1.2 0 0.€
Thrombolysis in myocardial infarction
3,% 9C 85 93.t 10C 91.7
Myocardial blush grade 0-1,% 3.3 0 — — 1.2
Myocardial blush grade 3,% 73 90 80 — 81.€
ST segment resolution>70%,% 61 90 — — 79.1
ST segment resolution>50%,% 88 — 85.4 96 87.¢
30 day major adverse cardiac event,% 0 2.2 3.2 — 2.4
6 month major adverse cardiac events 0 4.t 6.C — 4.€
1 year major adverse cardiac events,¥ — 5.€ 6.C 6.C 5.¢
1 year target vessel revascularization — 2.2 2.3 6.C 2.&
Acute Binary Resteonosis 6M,% — — 19.0* — 19.C
THREE YEAR FOLLOW UP STUDIES
NAME OF STUDY
MAGICAL PISCIONE iMOS Jain Average
57 out ol
Number of Patient 60 89 — — —
Cardiac death at 3Y 7% 2.2% — — —
Non Cardiac death at 3 1.€% 6.8% — — —
Re-MI at 3Y 0% 7.%% — — —
Not
TLR at 3Y 1.6% Reported — — —
TVR at 3Y Include TLR 3.5% 4.5% — — —
Not
Stroke 1.6% Reported — — —
Stent thrombosis Definite / Probable 0% 2.2% — — —
MACE (Cardiac death, RE-MI, TLR) 8.6% 10.1% — — —
MACCE (All death, target vessel MI, Not
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 2.4 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,% 10.2 — — — — — — — — — — 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 apl and intend to
conduct future trials to the extent necessary tetmegistration requirements in key countries.threo countries outside of the
United States, we believe that we generally wilbbée to rely upon CE Mark approval of the prodastwell as the results of
the U.S. Food and Drug Administration trial and MASR Trial in order to obtain local approvals.

U.S. Food and Drug Administration Trial

Presently, none of our products may be sold or etackin 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 ordecoaduct 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 revascrdaion (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, amoraker things, new
and/or repeated testing in order to resolve. OrebBxer 17, 2012, we sent a letter in response tb #ieFood and Drug
Administration that addressed the issues citetierdisapproval letter. In addition, we substantialanged the design of the
planned trial at that time. On January 18, 2018 UtS. Food and Drug Administration issued us arsgdetter disapproving
our investigational device exemption applicatioheT.S. Food and Drug Administration noted thdt@igh our December 17,
2012 letter addressed some of the issues citdttiAtgust 29, 2012 disapproval letter, there repdhedditional comments to
be addressed to support the initiation of a huniaical study. We are currently working with theSJ.Food and Drug
Administration to resolve these deficiencies anthidate an acceptable trial design. In particldased on the results from our
MASTER trial result, we are seeking to amend tligainclinical protocol of our proposed trial tom@ngst 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 endpoivttjch will be greater than 70% of ST segment resmiun patients
treated with MGuard Coronary and MGuard Coronangs-inferiority in the occurrence of death or raatence of a
heart attack, as compared to other stents;

« allow both drug eluting stents and bare metaitsta the control arm;
e add infarct size by cardiac magnetic resonaneging as a powered secondary endpoint; and
e add late lumen loss at 13 months as a secondapot.

However, after discussions with representativesiftioe U.S. Food and Drug Administration we may deiee that it is
necessary to modify additional aspects of our pseddrial.

The budget for this study is estimated to be uplt®.0 million and the enrollment initiation is exped to occur in the
second calendar quarter of 2013. Moreover, thellemeat phase for the study is expected to last d&ths and we expect that
subjects in the study will be followed for 13 mamthith assessments at 30 days, six months and htheyavith angiographic
subgroup analysis occurring after the thirteentmttmoThese figures and dates, however, may chaaggdon the final design
of the study that is approved by the U.S. Foodndy Administration.
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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 soiub the common acute problems caused by curtemtirsy procedures,
such as restenosis, embolic showers and late tlosimiiWe are pursuing the following business gsgiatein order to achieve
this objective.

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 as@grSouth Korea
and certain smaller countries in Latin America.tBg time we begin marketing this product in thetBhiStates, we
expect to have introduced the MGuard Coronary teldyy to clinics and interventional cardiologistsand the world,
and to have fostered brand name recognition andspigad adoption of MGuard Coronary. We plan tomdish this
by participating in national and international cengfnces, conducting and sponsoring clinical trialdlishing articles i
scientific journals, holding local training sesssand conducting electronic media 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 withug-eluting mesh. We are also working on ouridi@ stents
for carotid, for which we submitted an application CE Mark approval in January 2013. In additioe, released our
cobalt-chromium version of MGuard Coronary, MGuRBrime, in 2010, which we anticipate will replace triginal
stainless steel based version of MGuard Coronagy the next few years.

Continue to leverage MGuard technology to developdalitional applications for interventional cardiologists and
vascular surgeons. In addition to the applications described abowebelieve that we will eventually be able to agli
our proprietary technology to address imminent raanieeds for new product innovations to signifigamhprove
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 cardiolsigito evaluate and ensure the efficacy and safaiyr
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.

Continue to protect and expand our portfolio of paents. Our patents and their protection are criticabtio success.
We have filed nine separate patent applicationsdio™MGuard technology in the United States (insigdone that is
still in the Patent Cooperation Treaty internatigetaase) and corresponding patent applicationsaime@a, China,
Europe, Israel, India, and South Africa. We belithese patents and patent applications collectie@her all of our
existing products, and may be useful for protectingfuture technology developments. We intendoitioue patentin
new technology as it is developed, and to actipelysue any infringement covered by any of our gatéro date, we
have secured patent protection in China for fotemta and in each of the United States and Souihafor one patent.
See “Business — Intellectual Property — Patents.”

As noted above, we previously filed patent appiécet 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
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pursuit of growth opportunities in other countréesl, as such, have ceased our growth efforts inaCfior the current time
period. We intend to reevaluate our strategy towaaimmercialization of our MGuard technology in 1&hin the future.

Competition

The stent industry is highly competitive. The baretal stent and the drug-eluting stent marketkeénnited 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 competiopear able to
gain market share with greater ease.

In the future, we believe that physicians will Iamknext-generation stent technology to competh eatisting 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 natireg polymer coating for drug delivery, therebpa@nding the types of
drugs that can be used on their respective stenisisNeich 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 playershicombined total market share of approximatéht9Within the bare
metal stent market and drug-eluting stent markettop four companies have approximately 92% afd 8Bthe market share,
respectively. These four companies are Abbott Latiooies, Boston Scientific Corporation, Johnsoro&nkson and Medtronic,
Inc. To date, our sales are not significant endogtegister in market share. As such, one of tlelehges we face to the further
growth of MGuard is the competition from numerobsigmaceutical and biotechnology companies in theagbeutics area, as
well as competition from academic institutions, gmyment agencies and research institutions. Mostio€urrent and potential
competitors, including but not limited to thosedid above, have, and will continue to have, sulist§ngreater 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 oudpmts. None of our
products is currently approved by the U.S. Foodnd) Administration. Clinical trials necessarystgpport a pre-market
approval application to the U.S. Food and Drug Adstration for our MGuard products will be expermsand will require the
enroliment of a large number of patients, and bigt@atients may be difficult to identify and reitrwhich may cause a delay
in the development and commercialization of oudpiai candidates. Furthermore, our rights to owgll@ttual property with
respect to our products could be challenged. Basdtle prolific litigation that has occurred in thtent industry and the fact
that we may pose a competitive threat to some langlewell-capitalized companies that own or conpadknts relating to stents
and their use, manufacture and delivery, we belibaeit is possible that one or more third pantidsassert a patent
infringement claim against the manufacture, ussate of our MGuard products based on one or motieese patents, and/or
will allege misappropriation of their proprietargrdidential information or other intellectual prope
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We note that an additional challenge facing oudpots comes from drug-eluting stents. Over thedastde, there has
been an increasing tendency to use drug-elutingssie PCI, with a usage rate of drug-eluting stémtPCl approaching 70-
80% in some countries, even though drug-elutingtstdo not address thrombus management in acuteardjial infarction. A
recent HORIZONS-AMI trial that compared drug-elgtistents to bare-metal stents in STEMI patientedaio show any
benefit of drug-eluting stents as compared to Ipaegal stents with regard to safety (death, re-gtfan, stroke, or stent
thrombosis), but showed the 1-year target vessakmilarization (TLR) rate for drug-eluting steatipnts was only 4.6%, as
compared to 7.4% for patients with bare-metal stddbwever, based on data from over 350 patiemtsacthree clinical trials,
the TLR rate for MGuard Coronary was 2.8%. (Thitada comprised of: (i) a TLR rate of 2.3% for e&d4@atient study, as
reported in “Multicentre Experience with MGuard NRebtective Stent in ST-elevation Myocardial Infan: 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 InternatiohBbuard Observational Study; and (iii) a TLR rate6di% for a group of 51
heart attack patients, as reported in “Preventiorhoombus Embolization during Primary Percutanelotsrvention Using a
Novel Mesh Covered Stent” iBatheter 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 December 312 2@d June 30, 2012 and the twelve months endeeniizer 31,
2011, 2010 and 2009, we spent approximately $2llbmi$2.6 million, $2.5 million, $1.3 million an#i1.3 million,
respectively, on research and 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 actively selling our MGuard Coronary with a-btable mesh in more
than 20 countries.

Until U.S. Food and Drug Administration approvaloefr MGuard Coronary with a bio-stable mesh, whighare targeting
for 2016, we plan to focus our marketing effortsrarily on Europe, Asia and Latin America. Withinigpe, we have focused
on markets with established healthcare reimbursefram local governments such as Russia, Italyntery, France, Greece,
Austria, Hungary, Poland, Slovenia, Czech Repudlid Slovakia.

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

Product Positioning

The MGuard Coronary has initially penetrated thek®agby entering market segments with indicatidveg present high
risks of embolic dislodgement, notably acute mydiziinfarction and saphenous vein graft coronatgriventions. The market
penetration of the MGuard Coronary in 2011 was maij with total sales in the twelve months endedédbeber 31, 2011 of
approximately $6.0 million representing less th&h df the total sales of the acute myocardial infarcsolutions market. The
market penetration for each of the six months erdee 30, 2012 and December 31, 2012 was also alinivith total sales in
the six months ended June 30, 2012 of approxim&@ly million and total sales in the six monthsesh®ecember 31, 2012 of
approximately $1.9 million, each representing kass 1% of the total sales of the acute myocardfatction solutions market.

74




TABLE OF CONTENTS

When performing stenting procedures in patientd wiute coronary symptoms, interventional cardistsgace a difficult
dilemma in choosing between bare-metal stents,wiéwe a high rate of restenosis, and drug-elsiegts, 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 embaditeption during and post-procedure. We believeM@uard Coronary
technology is clinically superior to drug-elutiniggsts, due to its lower stent thrombosis rate aoteption from embolic
showers during and post-procedure.

In addition to the advantages of the MGuard Corpteechnology that we believe to exist, the MGuaaotd@ary technology
maintains the deliverability, crossing profile, atithtation pressure of a conventional stent, aerventional cardiologists do
not have to undergo any training before utilizihng product.

Insurance Reimbursement

In most countries, a significant portion of a patie 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 pgaslithe 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 consistithtthis goal.

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

In the United States, if the MGuard Coronary with-ftable mesh is approved by the U.S. Food and) Bdministration, it
will be eligible for reimbursement from the Centéys Medicare and Medicaid Services, which serva Benchmark for all
reimbursement codes. While there is no guarantsetbodes will not change over time, we believettteMGuard Coronary
will be eligible for reimbursement through both govmental healthcare agencies and most privateanse agencies in the
United States once it is approved by the U.S. FoatiDrug 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 MGteednology. We have filed corresponding patentiegiions in Canada,
China, Europe, Israel, India and South Africa,doraggregate total of 35 patents and pending atiglits. These patent
applications are directed to cover percutaneousifiye knitted stent jackets, stent and filter addars,in vivofilter assembly,
optimized stent jackets, stent apparatuses fontera via body lumens and methods of use, sterdrapgses for treatment via
body lumens and methods of manufacture and usestantlapparatuses for treatment of body lumenengrothers. In lay
terms, these patent applications generally coveethspects of our products: the mesh sleeve witiwithout a drug, the
product and the delivery mechanism of the stentOOtober 27, 2010, our patent application pertginm“Stent Apparatus for
Treatment via Body Lumens and Method of Use”, Sd\ftita patent application 2007/10751, was issue&auth Africa
Patent No. 2007/10751. On October 25, 2011, owmpapplication pertaining to “In Vivo Filter Asseiy”, U.S. Patent
Application 11/582,354, was issued as U.S. Pat@433323. On June 13, 2012, our patent applicg@taining to “Filter
Assemblies,” China Patent Application No. 200780BH9, was issued as China Patent No. ZL200780®4866n
September 26, 2012, our patent application pertgito “Bifurcated Stent Assemblies,” China Pateppkcation No.
200780046676.2, was issued as China Patent No.@80046676.2. On October 10, 2012, our patent egipin pertaining to
“Knitted Stent Jackets,” China Patent Application.200780046697.4, was issued as China Patent Nt(780046697.4. On
January 2, 2013, our patent application pertaitorigptimized Stent Jacket,” China Patent ApplicatNo. 200780043259.2,
was issued as China Patent No.
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Z1.200780043259.2. None of the other patent appdtinathas been granted to date. We believe one og pemding patent
applications, upon issuance, will cover each ofexsting products. We also believe that the paggptications we have filed,
in particular those covering the use of a knittedran-level mesh sleeve over a stent for variodscations, if issued as patents
with claims substantially in their present form,ualikely create a significant barrier for anotlt@mpany seeking to use
similar technology. There is no assurance, howehat,our pending patent applications will issu@atents with such claims or
that if issued, the patents will withstand challes¢p their validity that may arise.

To date, we are not aware of other companies g patent rights to a micron fiber, releasabléédifiber sleeve over a
stent. However, larger, better funded competitove patents relating to the use of drugs to tresteresis, stent architecture,
catheters to deliver stents, and stent manufactuan coating processes and compositions, as svgkeral 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 cuyrantare would be un-
founded, such litigation would divert attention aedources away from the development and/or comateation of MGuard
stents and could result in an adverse court judgjthenwould make it impossible or impractical tmtinue selling MGuard
stents in one or more territories. Furthermorenveg be subject to claims of infringement of patarftehich we are currently
unaware. Other manufacturers or other parties nsaychallenge the intellectual property that we pammay own in the
future. We may be forced into litigation to uphtthé validity of the claims in our patent portfolas well as our ownership
rights to such intellectual property, and litigatis often an uncertain and costly process.

Trademarks

We use the InspireMD and MGuard trademarks in cotime with our products. We have registered thesgetmarks in
Europe. The trademarks are renewable indefiniggypng as we continue to use the mark in Europengake the appropriate
filings when required. Our trademark applicatiomegister the name “MicroNet” has been approvettiénUnited States.

Government Regulation

The manufacture and sale of our products are suttjeegulation 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 Statesubject to foreign regulatory requirements viaay widely from
country to country. These laws and regulations egfngm simple product registration requirementsame countries to
complex clearance and production controls in oth&ssa result, the processes and time periodsnedjto obtain foreign
marketing approval may be longer or shorter thase¢mecessary to obtain U.S. Food and Drug Admétigh market
authorization. These differences may affect thieieficy and timeliness of international marketawluction of our products.
For countries in the European Union, medical desvioest display a CE Mark before they may be impbotesold. In order to
obtain and maintain the CE Mark, we must comphhwiite Medical Device Directive 93/42/EEC and pa#sal and annual
facilities audit inspections to ISO 13485 standdaylan European Union inspection agency. We hateirdd 1ISO 13485
quality system certification and the products weently distribute into the European Union dispthg required CE Mark. In
order to maintain certification, we are requireghéss annual facilities audit inspections condubteBuropean Union
inspectors.

As noted below, we currently have distribution &gnents for our products with distributors in thidiwing countries:
Italy, Germany, Austria, France, Slovenia, Gre@wfugal, Spain, Hungary, Estonia, Ukraine, HolleRdssia, Latvia, Brazil,
Costa Rica, Mexico, Argentina, Colombia, India, ISxnhka, South Africa, Pakistan, Israel, Uruguayn&auela, Ireland,
Belarus, Lithuania, Malta, Malaysia, Croatia ang/iggWe are subject to governmental regulatioraicheof these countries
and we are not permitted to sell all of our produnteach of these countries. While each of thegean Union member
countries accepts the CE Mark as its sole requinéfioe marketing approval, some of these counstisrequire us to take
additional steps in order to gain reimbursemerttsidor our products. Furthermore, while we belitheg each of the above-
listed countries that is not a member of the Euaopénion accepts the CE Mark as its primary
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requirement for marketing approval, each such aguetjuires additional regulatory requirementsfiioal marketing approval
of the MGuard Prime version of the MGuard Coronangduct. Additionally, in Canada, we are requiregass annual
facilities audit inspections performed by Canadrepectors. Furthermore, we are currently targegihditional countries in
Europe, Asia, and Latin America. We believe thathezountry that we are targeting also accepts tad@rk as its primary
requirement for marketing approval. We intend thatresults of the MASTER Trial will satisfy anyditional governmental
regulatory requirements in each of the countriesrehve currently distribute our products and in eoyntries that we are
currently targeting for expansion. However, evealligovernmental regulatory requirements are atisn each such country,
we anticipate that obtaining marketing approvaach country could take as few as three months oraay as twelve months,
due to the nature of the approval process in gatikiidual country, including typical wait times fapplication processing and
review, as discussed in greater detail below.

The MGuard Prime version of the MGuard Coronarydpi received CE Mark approval in the European bimoOctober
2010 and marketing approval in Israel in Septen2Bdrl. We are currently seeking marketing approwattfe MGuard Prime
version of the MGuard Coronary product in Braziklslysia, Mexico, Serbia, Singapore, Argentina,dn@iri Lanka, Pakistan,
South Korea, Ukraine, Belarus and Canada. We areséml on seeking marketing approval in these ciesrtecause we
believe that these countries represent the stroogesrtunities for us to grow with respect to eales. We have determined
that other countries with better organized andtefiped healthcare systems may not present usathe spportunities for
growth due to the lack of use of stents in treatnoégardiac episodes and less advantageous haadtheimbursement policies,
among other reasons. While we understand thatefatble countries in which we are seeking marketipgroval for the
MGuard Prime version of the MGuard Coronary prodgttepts the CE Mark as its primary requirementfarketing 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 obtagninarketing approval for
our products. More specifically, for example, tipproval process in Malaysia requires us to subméaggplication for
regulatory approval, which we anticipate will beugted approximately three months later. For the@b process in Mexico,
we need to submit an application for regulatoryrapal, which we anticipate will be granted approately eighteen months
later. For the approval process in Serbia, we nesdbmit an application for regulatory approvahiet we anticipate will be
granted approximately four months later. For thgrapal process in Singapore, we need to submipalication for regulatory
approval, which we anticipate will be granted apirately ten months later. For the approval proéegsgentina, we need to
submit an application for regulatory approval, vihvee anticipate will be granted approximately tveetionths later. For the
approval process in India, we need to submit afiGgijon for regulatory approval, which we antidipavill be granted in
March 2013. For the approval process in Sri Lamleaneed to submit an application for regulatoryrapal, which we
anticipate will be granted in approximately sixwelve months. For the approval process in Pakjstemeed to submit an
application for regulatory approval, which we aiptite will be granted in approximately six to twelwmonths. For the approval
process in South Korea, we need to submit an agfulit for regulatory approval, which we anticipat be granted in
approximately two years. For the approval proceddkiraine, we need to submit an application foutatpry approval, which
we anticipate will be granted approximately six i@nlater. For the approval process in Belarusnaed to submit an
application for regulatory approval, which we aiptite will be granted approximately six monthsdak®r the approval
process in Canada, we need to submit an applickdimegulatory approval, which we anticipate vi#l granted approximately
twelve months later. In Israel, where we receivextkating approval in September 2011, we will bgettito annual renewal
of our marketing approval. Regulators in Israel meyuest additional documentation or other matedal results of studies
from medical device manufacturers as part of thewal process. Generally, however, the annual rehefimarketing
approval is given automatically, barring a matectsnge in circumstances or results. In Russiagagived market approval in
February 2012. In Chile, we received market apdrfmreour previous distributor in December 2010. Wave terminated our
relationship with our previous distributor in Chitleowever, and once we enter into a relationshth winew distributor, we will
be required to submit a new application for regarkapproval in Chile, which we anticipate will peanted approximately
twelve months after our submission for approval.
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For the approval process in Brazil, we must comyith Brazilian Good Manufacturing Practice, or GMfality system
requirements. ANVISA, Brazil's regulatory agencyshconduct 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 certifieatecessary to register a medical device in Br@zite we receive the
necessary GMP certificate, we can apply for regwyadpproval. We anticipate that the approval pseda Brazil will take
between two and three years.

Please refer to the table below setting forth thyr@avals and sales for original stainless steettdsdGuard Coronary
product and the cobalt-chromium based MGuard Pviension of the MGuard Coronary product on a coubgrcountry 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

N

<

Argentina Y
Austria Y
Brazil Y
Chile N@

Colombia

< <
@

Costa Rica
Croatia
Cyprus
Czech Rep
UK
Estonia
France
Germany
Greece
Holland (Netherlands)
Hungary
India
Ireland
Israel

Italy

Latvia
Lithuania

Malaysia

< Z < < << <<<<<<<=<=<=<-=<<

Mexico

<
~
®
©

Pakistan
Poland
Portugal
Romania
Russia
Serbia

Z < <X <X << <XZ<<X<=<=<=<<=<X=<=<=<=<zZ=<=<=<<=<<=< <<

<
~
N
o

Singapore

<

Slovakia

< < zZ zZ < < < <

Slovenia

South Africa Y®

< <X X <X Z Z<X<X<=<2Z2Z2Z<<<<<x2Z<<<<=<<<<<x-<2z22=z2z23z22z2H*=<
< X X Z Z Z2<X<X2Z<XZ2Z22Z<<<<<x2Z<<<<<<zZ2z2z22<2222H+><S2

< < <

Spain Y



Switzerland Y Y Y Y
Ukraine Y Y N N

(1) We terminated our relationship with our prewalistributor in Chile and we will be required tiotain regulatory approval
upon our selection of a new distributor in Chile.

(2) At time the sales were made, we satisfied the e¢gryl requirements in Singapore. The regulatoryiregnents in Singapo
were subsequently changed and we no longer mes thguirements.
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(3) We believe that we have regulatory approvattierMGuard Coronary product in this country, baggdn information from
our distributor in such country, who was resporesibl obtaining the regulatory approval for the MEdiCoronary product.
However, the certificate evidencing regulatory amait is held by our distributor and we cannot gagea that it is in full
force and effect.

In the United States, the medical devices thatlvélimanufactured 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 Premarlgdréval
application process, which first requires thatth8. Food and Drug Administration determine thatdevice 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 oaumh@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. Faod 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 shippingmauct to customers in Europe in January 2008ave since
expanded our global distribution network to Soughéesia, India, Latin America and Israel. For thheraonths ended
December 31, 2012, 60% of our revenue was geneirategrope, 15% of our revenue was generated ia,AZ% of our
revenue was generated in Latin America and 6% pfexenue was generated in Israel, with the remgiBPb of our revenue
generated in the rest of the world. For the six theended June 30, 2012, 75% of our revenue wasaed in Europe, 8% of
our revenue was generated in Central America, 68unfevenue was generated in South America andf&8ar revenue was
generated in Asia with the remaining 5% of our reiegenerated in the rest of the world.

Our major customers in the six months ended Decethe2012 were Izasa Distribuciones Tecnicas Sdistibutor in
Spain that accounted for 16% of our revenues, Bkdo Technologies (P) Ltd., a distributor in Inthat accounted for 15% of
our revenues, and CMS Produtos Medicos Ltda.,tallisor in Brazil that accounted for 10% of ouveaues. Our agreement
with lzasa Distribuciones Tecnicas SA grants IZais&ribuciones Tecnicas SA the right to be the esiole distributor of
MGuard products in Spain until May 2013, with nderminimums currently in place. Under our agreeméth 1zasa
Distribuciones Tecnicas SA, Izasa Distribucioneesni@s SA was required to purchase 4,000 stenis fioin 2011, at a price
per stent of 700 Euros, for a total minimum ordelue of 2,800,000 Euros in 2011. |Izasa Distribueomiecnicas SA did not
achieve its order minimum for 2011; however, we mtd terminate either our agreement with Izasaristiones Tecnicas SA
or lIzasa Distribuciones Tecnicas SA'’s right to e éxclusive distributor of MGuard products in $pan addition, pursuant to
an amendment to our agreement with Izasa Distriimas Tecnicas SA, Izasa Distribuciones Tecnicagi8Augh its
subsidiaries, was required to purchase 500 MGuandePstents from us at a price per stent of 70@&ur February 2011.
Izasa Distribuciones Tecnicas SA met its purchagairement in February 2011 and received a bont®®free stents. Izasa
Distribuciones Tecnicas SA also agreed to partritér us in a study to be conducted in Spain entilfggluard Prime
Implementation in STEMI (acute myocardial infaratieith ST elevation). Our agreement with KirlosRachnologies (P) Ltd.
grants Kirloskar Technologies (P) Ltd. the righbthe exclusive distributor of MGuard productsndia until May 2013,
subject to achievement of certain order
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minimums. Under our agreement with Kirloskar Tedbges (P) Ltd, Kirloskar Technologies (P) Ltd wasjuired to order
15,000 stents from us in 2011 and 20,000 stents &r®in 2012, at a price per stent of $600, faltotinimum order values of
$9.0 million in 2011 and $12.0 million in 2012, pestively. Kirloskar Technologies (P) Ltd. was addigible to receive free
stents representing 15% or 20% of the total vafistemts purchased, depending upon the annual ebirthe purchases of our
stents. Although Kirloskar Technologies (P) Ltdd diot achieve its order minimum for either 2012012, we did not
terminate either our agreement with Kirloskar Tesbgies (P) Ltd. or Kirloskar Technologies (P) Lsdight to be the
exclusive distributor of MGuard products in Ind@ur agreement with CMS Produtos Medicos Ltda. gr&@MS Produtos
Medicos Ltda. the right to be the exclusive disttdy of MGuard products in Brazil until April 201@jth no order minimums
currently in place. Unless otherwise indicated belall of the distribution agreements describedarri@€ustomers” are subject
to automatic annual extensions unless affirmatitefgninated.

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, Euromeddebland 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., B8®sading Ltd. is
required to purchase 3,500 stents from us in 26,080 stents in 2013 and 4,000 stents in thedixstmonths of 2014, at a price
per stent of 560 Euros, for total minimum orderuesl of 1,960,000 Euros, 3,360,000 Euros and 2,08&0ros, respectively.
Although Bosti Trading Ltd. did not adhere its ardanimum for 2012, we did not terminate Bosti TiraglLtd.’s right to be
the exclusive distributor of MGuard products in Bessian Federation. Our agreement with Euromeddbdeland GmbH
grants Euromed Deutschland GmbH the right to bexetusive distributor of MGuard products in Germamtil May 2013,
with no order minimums currently in place. Our agnent with Kardia Srl grants Kardia Srl the righbe the exclusive
distributor of MGuard products in Italy until Augu&013, 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, Tzdaezobsohn Ltd., a distributor in Israel that acted for 12% of our
revenues and Izasa Distribuciones Tecnicas SAstahlitor in Spain that accounted for 9% of oureraves. Our agreements
with Kirloskar Technologies (P) Ltd. and Izasa Dimiciones Tecnicas SA are discussed above. Oeeawnt with Tzamal
Jacobsohn Ltd. grants Tzamal Jacobsohn Ltd. tie tagbe the exclusive distributor of MGuard proua Israel until
December 2013, subject to achievement of certalaraninimums. Under our agreement with Tzamal Jsaiob Ltd., Tzamal
Jacobsohn Ltd. must achieve at least 85% of theviolg order minimums: 1,400 stents during the ti@ahonths ending
March 31, 2012 and 1,600 stents during the twelgaths ending March 31, 2013, at a price per spartan oral agreement, of
400 Euros, for total minimum order values of 560,@uros and 640,000 Euros, respectively. Tzamalh¥atin Ltd. will be
granted options to purchase 2,029 shares of oummomstock for each $100,000 in sales upon achieneafghe order
minimums. Tzamal Jacobsohn Ltd. did not meet ileominimum for the twelve months ended March 31,2and,
accordingly, no options were granted to Tzamal Bsgbn Ltd. under this agreement, however, we didarminate either our
agreement with Tzamal Jacobsohn Ltd. or Tzamalb¥adm Ltd.’s right to be the exclusive distribubbMGuard products in
Israel. In addition, other current significant @reers are in Germany, Argentina, 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 si£A00 Euro, for total minimum order values of 83) Euro in 2010, 600,000
Euro in 2011 and 1,000,000 Euro in 2012, respegtiv¢and-Prod Sp. Z 0.0 was eligible to receive #8@ stents in 2010, 300
free stents in 2011 and 500 free stents in 2012 agbievement of the respective purchase minimwasribed above. Hand-
Prod Sp. Z 0.0 did not achieve its order minimum2@10, however, we agreed to provide them withoarpta amount of free
stents, based on the amount of stents they purdhels&d-Prod Sp. Z 0.0 did not achieve its orderimiim for 2011 and
therefore did not receive any free stents in 2011,
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but was eligible to receive 500 free stents in 2@it2achieved the minimum order values for thatay. Although Hand-Prod
Sp. Z 0.0 did not achieve its order minimum for @@t 2011, we did not terminate either our agre¢méh Hand-Prod Sp. Z
0.0 or Hand-Prod Sp. Z 0.0’s right to be the exgkuslistributor of MGuard products in Poland. Irdaibn, in 2011, we granted
Hand-Prod Sp. Z 0.0 an option to purchase 12,1@#eshof our common stock (as adjusted for the onéstur reverse stock
split of our common stock that occurred on Decen®ier2012) as consideration for its assistanceédmpting our business in
Poland. In May 2012, Hand-Prod Sp. Z 0.0 senttesraination notice, effective December 2012, thatified us that it would
not be renewing its exclusive distribution agreentlre to an organizational restructuring.

Manufacturing and Suppliers

We manufacture our stainless steel MGuard steaudir a combination of outsourcing and assemblyiabwn facility.
Third parties in Germany manufacture the base stethtcatheter materials, and we add our proprieteash sleeve to the stent.
Our current exclusive product supplier is QualiMedovative 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 brauggrinst the other party or the development ageeeimetween the parties is
terminated. The manufacturing agreement providea febate program that rewards us for increassal@s of our products.
Our proprietary mesh sleeve is supplied by Bioganémnc., a San Diego, California-based speciattymer manufacturer for
medical and engineering applications. Natec Meditél supplies us with catheters that help creagebase for our MGuard
stents. Our agreement with Natec Medical Ltd., Whiay be terminated by either party upon six montbsce, calls for non-
binding minimum orders and discounted cathetersiupaching certain purchasing thresholds.

Our MGuard Prime cobalt-chromium stent was desidne8velte Medical Systems Inc. We have an agreemién Svelte
Medical Systems Inc. that grants us a non-exclusieldwide license for production and use of th&dkrd Prime cobalt-
chromium stent for the life of the stent’s patentbject 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 alesaexceeding $10.0 million. We also shared withl®Medical Systems Inc.
in the cost of obtaining the CE Mark approval, wvitibir costs not to exceed $85,000, and the U.8d Bod Drug
Administration approval, with their costs not tacerd $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 fadyment of royalties in the amount of $205,587 wu8velte Medical
Systems, Inc. as of September 30, 2012, and {ijij&3,000, payable in 215,000 shares of our constuxk (as adjusted for
the one-for-four reverse stock split of our commstwtk that occurred on December 21, 2012), tha¢ walued at the closing
price of our common stock on October 19, 2012,82® per share (as adjusted for the one-for-fouense stock split of our
common stock that occurred on December 21, 2012)h#e mutual indemnification obligations with SeéMedical Systems
Inc. for any damages suffered as a result of héndy actions based upon breaches of represergaimhwarranties or the
failure to perform certain covenants in the liceageeement, and Svelte Medical Systems Inc. véth @demnify us for any
damages suffered as a result of third party acti@sed upon intellectual property or design claagainst the MGuard Prime
cobalt-chromium stent.

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 complssembly process for
MGuard Prime, including knitting and securing theese
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to the stent and the crimping of the sleeve startba 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 mainmaments, the stent and the mesh polymer. The istemide out of
stainless steel or cobalt chromium. Both of theatenmels are readily available and we acquire threthe open market. The
mesh is made from polyethylene terephthalate (PETix material is readily available in the markeweell, because it is used
for many medical applications. In the event thatsupplier can no longer supply this material befiform, we would need to
qualify another supplier, which could take sevenahths. In addition, in order to retain the appt@fgdhe CE Mark, we are
required to perform periodic audits of the quationtrol systems of our key suppliers in order &uine 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, France, Slovenia, Greece, Port&pdin, Hungary, Estonia,
Ukraine, Holland, Russia, Latvia, Brazil, Costa&iblexico, Argentina, Colombia, India, Sri Lankaugh Africa, Pakistan,
Belarus, Croatia, Ireland, Lithuania, Malta, Malay&Jruguay, Venezuela, Egypt and Israel. We areeatly in discussions
with multiple distribution companies in Europe, Asand Latin 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 incergimad broader responsibilities have strengthermagigements with our best and
most experienced country and regional partnergdTparty distributors are also being replaced bgdlisales 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 trainjogviding 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 repratbess, 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 gdlyefia a term of approximately three years ancoautically renew for an
additional three years unless modified by eithetypa

Employees

As of March 18, 2013, we had 66 full-time employdg@ar employees are not party to any collectiveyheing agreements.
We consider our relations with our employees tgded. We believe that our future success will depénpart, on our
continued ability to attract, hire and retain gfiedl 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 taufaature and assemble
5,000 stents per month, should we hire more empky/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 litigatitihat 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 regarmgliour executive officers and the members of ourdoédirectors.
Name Age Position(s)
Alan Milinazzo 53  President, Chief ExecutivefiGdr and Director
Craig Shore 51  Chief Financial Officer, Seangtnd Treasurer
Eli Bar 48  Senior Vice President of Research and Developrmaht 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
Michael Berman 55  Director
Asher Holzer, Ph.D 63  Director
James J. Loughlin 70  Director
Ofir Paz 47  Director
Paul Stuka 58  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. Alan Milinazzo, Sol J. Barer, Ph.D. Radl Stuka are our class 1
directors, with their terms of office to expireaatr 2015 annual meeting of stockholders. Asher &tplRh.D., Michael Berman
and Eyal Weinstein are our class 2 directors, thighir terms of office to expire at our 2013 anrmualeting of stockholders. Ofir
Paz, James Barry, Ph.D. and James J. Loughlinuardass 3 directors, with their terms of officestxpire at our 2014 annual
meeting of stockholders. At each annual meetingtiadkholders, directors elected to succeed thasetdrs whose terms expire
shall be elected for a term of office to expiréte third succeeding annual meeting of stockholdées their election, with
each director to hold office until his or her sus@ shall have been duly elected and qualified.

Our officers hold office until the earlier of theleath, resignation or removal by our board ofd@es or until their
successors have been selected. They serve aetimupt of our board of directors.

Executive Officers and Directors

Alan Milinazzo has served as our president, chief executive offind director since January 3, 2013. Mr. Milinageoved
as president and chief executive officer of Orthdfiternational N.V., a Nasdag-listed medical dewdompany, until August
2011, a position he was promoted to in 2006 akéndhired a year earlier as chief operating offiete also served as a
director of Orthofix International N.V. from Deceeb2006 until June 2012. From 2002 to 2005, Mrilditzo was the general
manager of Medtronic, Inc.’s coronary and peripheaacular businesses. Mr. Milinazzo also spernydas as an executive
with Boston Scientific Corporation in numerous slscluding vice president of marketing for SCIMEDrope. Mr.

Milinazzo has over 20 years of experience in mamegye and marketing, including positions with Aspéetdical Systems and
American Hospital Supply. As chief executive officklr. Milinazzo’s position on the board ensurasnity of vision between
the broader goals of our company and our day-toegeyations.

Craig Shorehas served as our chief financial officer, secyesad treasurer since March 31, 2011. In addisaomce
November 10, 2010, Mr. Shore has served as InsfiireM.’s vice president of business developmemniFebruary 2008
through June 2009, Mr. Shore served as chief fiahnfficer of World Group Capital Ltd. and NepctaBLtd., both publicly
traded companies on the Tel Aviv Stock Exchangsethan Tel Aviv, Israel. From March 2006 until Fedry 2008, Mr. Shore
served as the chief financial officer of Cellnetduions Ltd., a provider of advanced cellular palélephony solutions for low
to middle income populations of developing coumstti@sed in Azur, Israel. Mr. Shore has over 25s/efexperience in
financial management in the United States, Euraopklsrael. His experience includes raising capbitah in the private and
public markets. Mr. Shore graduated with honorsraceeived a B.Sc. in Finance from PennsylvanieeStaiversity and an
M.B.A. from George Washington University.
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Eli Bar has served as InspireMD Ltd.’s senior vice predidénesearch and development and chief technffiako 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 hessIdvyears’ experience in medical device prodegetbpment. Mr. Bar
has vast experience building a complete researdtdavelopment structure, managing teams from tha stage to an advanced
marketable product. He has been involved with nraegical device projects over the years and hadaes® a synthetic
vascular graft for femoral and coronary artery aepiment, a covered stent and a fully implantabhericellar assist device. Mr.
Bar has more than nine filed device and methodnpatgplications and he has initiated two medicaiaeprojects. Mr. Bar is
also a director of Blue Surgical Ltd., a medicalide company based in Israel. Mr. Bar graduateohfidew 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 sinceel@n
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 Bteices, Inc. in
Geneva, Switzerland, which focuses on telemedisfevare 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 oBtbéviatrix drug eluting stent. Mr. Ratini has exsére cardiology and
vascular experience and has worked in the mediéaimation 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 Celgenedation. 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 companiesyel as a unique perspective on the best methbgeowth for a
biotechnology company.

James Barry, Ph.D. has served as a director since January 30, 201Bdbty 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 compariesproduct
development, strategy, regulatory challenges and faising. Until June 2010, he was senior viceipent, corporate
technology development at Boston Scientific Corfiora where he was in charge of the corporate rebeend development
and pre-clinical sciences functions. Dr. Barry gdrBoston Scientific in 1992 and oversaw its effdmtthe identification and
development of drug, device and biological systénspplications with implantable and catheter-ladelivery systems. He
currently serves on a number of advisory boardsidiicg the College of Biomedical Engineering até& alniversity, the
College of Sciences at University of Massachudattsell, and the Massachusetts Life Science CebBrerBarry received his
Ph.D. in Biochemistry from the University of Maskasetts-Lowell and holds a B.A. degree in Chemitign Saint Anselm
College. Dr. Barry brings to the board over 20 gexrexperience in leadership roles in the medleaice industry and
significant medical technology experience, in martr with respect to interventional cardiology guots.

Michael Berman, has served as our director since February 7,.20.38erman is a medical device entrepreneur who
works with high-potential development and earlygstaommercial companies. From 2005 to 2012, wherdmpany was sold
to Boston Scientific, Mr. Berman was a co-founded ¢he chairman of
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BridgePoint Medical, Inc., which developed techmggldo treat coronary and peripheral vascular clrrewtal occlusions. Mr.
Berman was also a member of the board of UltraSh&herrom 2005 until 2011, when the company was $o Syneron
Medical Ltd. Mr. Berman has served (i) since 2092a-founder and a director of Aetherworks | ané linedical device
incubator, (ii) since 2006 as a co-founder androman of Apnex Medical, Inc., a company developingative implant for the
treatment of obstructive sleep apnea, (iii) siné@42as a co-founder and director of Benechill,,laccompany developing a
therapeutic hypothermia system for the treatmewtadiac arrest, (iv) since 2011 as an advisaarid,since 2012 as a director
of, Cardiosonic, Inc., a company developing a sydtr hypertension reduction via renal denervat{ghsince 2005 as a
director of PharmaCentra, LLC, which creates cugtabile marketing programs that help pharmaceuticaipanies
communicate with physicians and patients, (vi)si#011 as a co-founder and director of MikrobEX laccompany
developing an innovative treatment for C Diff cglit(vii) since 2011 as a director of AngioSlidell,ta medical device
company that has developed an embolic capture plagity device, and (viii) since 2011 as a direcfointerValve, Inc., a
medical device company developing an aortic vaplasty balloon for treatment of calcific aorticrstsis. Mr. Berman was a
member of the Data Sciences International, Incrdfram 2001 until 2012. Mr. Berman brings to theakd his extensive
executive and entrepreneurial experiences in #ie &f medical devices and interventional cardigloghich should assist in
strengthening and advancing our strategic focus.

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 chaifrmamMarch 31, 2011 until November 16, 2011. Initidd, Dr. Holzer
served as the president and chairman of the bddrdireMD 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 sergaghe board of directors of Adar Medical Ltd.SCH.-IL The Israeli
Society of Occupational Safety and Health Ltd.,réeat Ltd. (where he serves as chairman of thedpa2to3D Ltd., and S.P.
Market Windows Cyprus. Dr. Holzer earned his Ph\aplied Physics from the Hebrew University. Dr.|egr is also an
inventor and holder of numerous patents. Dr. Hdirergs to the board his more than 25 years of gepee in advanced
medical devices, as well as expertise coveringdenange of activities, including product developtelinical studies,
regulatory affairs, market introduction and theafigial aspects of the stent business.

James J. Loughlinhas served as our director since September 19, B0r12oughlin served as the National Director loé t
Pharmaceuticals Practice at KPMG LLP, and a fiveryerm as member of the board of directors of KPIM®. Additionally,
Mr. Loughlin served as Chairman of the Pensionlamdstment Committee of the KPMG LLP board from 3%rough 2001.
He also served as Partner in charge of Human ResguChairman of the Personnel and Professionaibement Committee,
Secretary and Trustee of the Peat Marwick Foundatim a member of the Pension, Operating and §iceanning
Committees. In addition, Mr. Loughlin has servec&asember of the board of directors of Celgene @artpn, a global
biopharmaceutical company focused on novel thesdpiethe treatment of cancer and inflammatoryates, since 2006,
including as chairman of the audit committee sihwee 2008 and a member of the compensation corensitiee June 2008.
Mr. Loughlin served as a member of the board adaors of Alfacell Corporation, a biopharmaceutwaipany primarily
focused on therapeutic drugs for the treatmentin€er and other pathological conditions, until 2608 Datascope Corp., a
medical device company engaged in the interventiceraiology and radiology, cardiovascular and wuéescsurgery, and
critical care fields, until January 2009. Mr. Loligtbrings to the board his valuable experienceNasonal Director of the
Pharmaceuticals Practice at KPMG LLP, an extensagkground in accounting and financial reportingalfying him as an
audit committee financial expert, and prior sengcethe board of directors of other publicly-heldgharmaceutical companies.

Ofir Paz has served as a director since March 31, 2011Pklr.served as our chief executive officer from Ma&8t, 2011
to January 3, 2013. In addition, Mr. Paz servetheshief executive officer and a director of ImepD Ltd from May 2005 to
January 3, 2013. From April 2000 through July 20@2,Paz headed the Microsoft TV Platform Groupsirael. In this
capacity, Mr. Paz managed the overall activitieMafrosoft TV Access Channel Server, a server-basdation for delivering
interactive services and Microsoft Windows-basedteot to digital cable set-top boxes. Mr. Paz jdiMicrosoft in April 2000
when it
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acquired Peach Networks, which he founded and dexséts chief executive officer. Mr. Paz was resgiole for designing
Peach Networks’ original system architecture, tgkirfrom product design to product viability, athetn managing and leading
the company up to and after its acquisition, whiets valued at approximately $100.0 million at theetof such acquisition.
Mr. Paz currently serves on the board of directdr&. S. Paz Investment and Management Ltd., S&rkbt Windows Israel
Ltd. and Cell Buddy Network Ltd. Mr. Paz receiveB.&c. in Electrical Engineering, graduating cunndi@, and a M.Sc. from
Tel Aviv University. Mr. Paz’s qualifications tose on the board include his prior experience icrsssfully establishing and
leading technology companies in Israel.

Paul Stukahas served as a director since August 8, 2011SMka 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 Managememamager of its Market Neutral and Mid Cap GroRinds. From 1986
to 1994, Mr. Stuka served as the general partn8tuia Associates, where he managed a U.S.-bagestinent partnership.
Mr. Stuka began his career in 1980 as an analy&tlatity Management and Research. As an analystSkdika followed a
wide array of industries including healthcare, ggetransportation, and lodging and gaming. Earliiis career he became the
assistant portfolio manager for three Fidelity Furidcluding the Select Healthcare Fund which veasgnized as the top
performing fund in the United States for the fiveay period ending December 31, 1985. Mr. Stuka&difications to serve on
the board include his significant strategic andress insight from his years of experience invesitmthe healthcare industry.

Eyal Weinsteinhas served as a director since August 8, 2011\Wéinstein is the chief executive officer of LEOREX.,
a company developing and marketing Dermo Cosmetidyzts. From 2001 to 2007, Mr. Weinstein workednasager-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@6@®2001, he was manager-partner of Exseed, aneeoapital fund that
invested in early-stage companies. Beginning ir6184&. 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.

Family Relationships

We have no family relationships amongst our dinecgmd executive officers.
Agreements with Executive Officers

Alan Milinazzo

On January 3, 2013, we entered into an employngreeaent with Alan Milinazzo to serve as our prestgchief
executive officer and a director. The employmemeament has an initial term that ends on Janua2916 and will
automatically renew for additional one-year periodslanuary 1, 2016 and on each January 1 thereafess either party
gives the other party written notice of its elestimt to extend such employment at least six mopities to the next January 1
renewal date. If a change in control occurs whes than two full years remain in the initial termdarring any renewal term,
the employment agreement will automatically be eaél for two years from the change in control dete will terminate on
the second anniversary of the change in contre.dat

Under this employment agreement, Mr. Milinazzorigtied to an annual base salary of at least $480,8uch amount may
be reduced only as part of an overall cost redngirmgram that affects all senior executives ofdtvapany and does not
disproportionately affect Mr. Milinazzo, so longsgch reductions do not reduce the base salarydtedhat is less than 90%
of the amount set forth above (or 90% of the amewimthich it has been increased). The base saléirpeweviewed annually
by the board for increase as part of its annualpsoraation review. Mr. Milinazzo is also eligiblerexeive an annual bonus of
at least $275,000 upon the achievement of reasenatget objectives and performance goals, to terméed by the board of
directors in consultation with Mr. Milinazzo on before the end of the first
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quarter of the fiscal year to which the bonus esdexcept that for the current fiscal year, endimge 30, 2013, the goals will
be determined as soon as practicable, and notlegterMarch 31, 2013) and, in the event actual perdmce exceeds the goals,
the board may, in its sole discretion, pay Mr. Rblzzo bonus compensation of more than $275,00dition, Mr. Milinazzo

is eligible to receive such additional bonus oeimive compensation as the board may establish firmmto time in its sole
discretion. In accordance with this employment agrent, on January 3, 2013, we granted Mr. Milineznonqualified stock
option to purchase 525,927 shares of our commak steade pursuant to a Nonqualified Stock Optiome&gient, an incentive
stock option to purchase 74,073 shares of our camstack, made pursuant to an Incentive Stock Opiigreement, and
400,000 shares of restricted stock, which are stibjeforfeiture until the vesting of such shamsde pursuant to a Restricted
Stock Award Agreement. The options have an exeprise of $4.05, which was the fair market valu@of common stock on
the date of grant. Both the options and the rdstfistock are subject to a three-year vesting geitject to Mr. Milinazzo’s
continued service with the company, with one-thgixth ( 1/361) of such awards vesting each month. On or befeeeber
31 of each calendar year, Mr. Milinazzo will begddie to receive an additional grant of equity asdgaequal, in the aggregate, to
up to 0.5% of actual outstanding shares of our comstock on the date of grant, provided that thea@mount of the grant
will be based on his achievement of certain perforoe objectives as established by the board, nedsonable discretion, for
each such calendar year. Each additional grantwitlh respect to any awards that are options, laavexercise price equal to
the fair market value of our common stock, and bd@lsubject to a three-year vesting period sulbjelbtr. Milinazzo’s
continued service with the company, with one-tlifé@ach additional grant vesting equally on thstfisecond, and third
anniversary of the date of grant for such awards.

Mr. Milinazzo’s employment agreement also contaiedain noncompetition, no solicitation, confideatity, and
assignment of inventions requirements for Mr. Milizo.

Pursuant to Mr. Milinazzo’s employment agreemei¥n. Milinazzo’s employment is terminated upon Hisath or
disability, by Mr. Milinazzo for good reason (ahuerm is defined in Mr. Milinazzo’s employmentegment), or by us
without cause (as such term is defined in Mr. Mifino’s employment agreement), Mr. Milinazzo willdmitled to receive, in
addition to other unpaid amounts owed to him (déag.base salary and accrued vacation): (i) thergt@ amount of any bonus
for the fiscal year of such termination (assuminlydchievement of all applicable goals under thaus plan) that he would
have received had his employment not been termdnéitea one-time lump sum severance payment equ200% of his base
salary, provided that he executes a release rgladiemployment matters and the circumstancessoding his termination in
favor of the company, our subsidiaries and ourcef§, directors and related parties and agenésform reasonably acceptable
to us at the time of such termination; (iii) vestiof 50% of all unvested stock options, restritmtk, stock appreciation rights
or similar stock based rights granted to Mr. Mitina, and lapse of any forfeiture included in suestricted or other stock
grants; (iv) an extension of the term of any ourdiag stock options or stock appreciation rightsltine earlier of (a) two (2)
years from the date of termination, or (b) thedatiate that each stock option or stock appreciatght would otherwise expire
by its original terms; (V) to the fullest extentrpitted by our then-current benefit plans, contiraraof health, dental, vision
and life insurance coverage; and (vi) a cash payofe®35,000, which Mr. Milinazzo may use for exéee outplacement
services or an education program. The paymentsidedcabove will be reduced by any payments receyeMr. Milinazzo
pursuant to any of our employee welfare benefibplaroviding for payments in the event of deatieability. If Mr.

Milinazzo continues to be employed by us aftertéren of his employment agreement, unless otheragseed by the parties in
writing, and Mr. Milinazzo's employment is termieatupon his death or disability, by Mr. Milinazzwr jood reason, or by us
without cause, Mr. Milinazzo will be entitled toceive, in addition to other unpaid amounts owehito, the payments set forth
in (i), (i) and (iv) above. If, during the term bfs employment agreement, we terminate Mr. Milzwdz employment for cause,
Mr. Milinazzo will only be entitled to unpaid amatsrowed to him and whatever rights, if any, arelabe to him pursuant to
our stock-based compensation plans or any awanghgexts related to any stock-based compensation.

Mr. Milinazzo has no specific right to terminate tamployment agreement or right to any severang@@ats or other
benefits solely as a result of a change in conttolvever, if within 24 months following a changeciontrol, (a) Mr. Milinazzo
terminates his employment for good reason, or @}evminate his
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employment without cause, the lump sum severange@at to which he is entitled will be increasedcird00% of his base
salary to 250% of his base salary and all stocloopt restricted stock units, stock appreciatights or similar stock-based
rights granted to him will vest in full and be imdiately exercisable and any risk of forfeiture urdtd in restricted or other
stock grants previously made to him will immediptelpse.

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

Craig Shore

On November 28, 2010, InspireMD Ltd. entered imeeaployment 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 asilgf1, 2011. Mr. Shore is also entitled to certsagial and fringe benefits as
set forth in the employment agreement. The employragreement also contains certain confidentiatipn-competition and
non-solicitation requirements for Mr. Shore. Mroghis also entitled to, and received, a grantptibas to purchase 45,000
restricted ordinary shares of InspireMD Ltd. whwlre converted into options to purchase 91,306eshafrour common stock
(as adjusted for the one-for-four reverse stock epbur common stock that occurred on DecemberRP12) following the
consummation of our share exchange transactiondawoh 31, 2011; such options shall fully vest if.NBhore’s employment is
terminated in connection with a change of contfdiir. Shore’s employment is terminated without sauMr. Shore shall be
entitled to at least 30 days’ prior notice and kbelpaid his salary in full and all social andhfre benefits during such notice
period. If a major change of control of InspireMBrlLoccurs, Mr. Shore will be entitled to at 1ed860 days’ prior written
notice and shall be paid his salary in full andsaltial and fringe benefits during such noticequkrlf Mr. Shore is terminated
for cause, he is not entitled to any notice.

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

Eli Bar

On June 26, 2005, InspireMD Ltd. entered into apleyment agreement with Eli Bar to serve as Indgbe_td.’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¥r.is also entitled to certain social and frihgmefits as set forth in the
employment agreement including a company car. Tifgl@/ment agreement also contains certain confialkéyt 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 pergyments to which Mr. Bar is entitled under his @yment agreement,
see “Executive Compensation — Potential PaymentmUrmination or Change of Control.”

Robert Ratini

On March 27, 2012, InspireMD Ltd. entered into asidtancy agreement with Robert Ratini to servinggireMD Ltd.’s
vice-president of sales and marketing. Until May 3112, 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 istédito receive $20,000 per
month in consideration for his services, which wagl on a pro-rata basis for the hours he workeiti May 31, 2012, and is
also entitled to receive a monthly phase-in payrnoé®7,000 from June 1, 2012 to December 31, 2Dk2Ratini is eligible to
receive various performance-based commissions,hwdrie dependent upon the levels of revenue geddgithis sales activity.
The consultancy agreement also contains certaifidemtiality, non-competition and non-solicitatioequirements for Mr.
Ratini. The consultancy agreement has no terminatade, but may be terminated
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without cause by InspireMD Ltd. upon 90 days’ praitten notice if such notice is submitted aftep&mber 1, 2012. If Mr.
Ratini is terminated for cause, he is not entit@dny notice.

Asher Holzer

On April 1, 2005, InspireMD Ltd. entered into anaoyment agreement with Asher Holzer, Ph.D. to sexs InspireMD
Ltd.’s president. Such employment agreement wasesjently amended on March 28, 2011. Pursuanigehployment
agreement, as amended, Dr. Holzer was entitledriorgthly gross salary of $15,367. Dr. Holzer was antitled to certain
social and fringe benefits as set forth in the eyplent agreement, which totaled 25% of his grokssaas well as a company
car. Dr. Holzer was also entitled to a minimum t®equivalent to three monthly gross salary paymessed on achievement
of objectives and the approval of the board ofadoes. Dr. Holzer was eligible to receive stockiop$ pursuant to this
agreement following its six month anniversary, sabjo board approval. If Dr. Holzer's employmerasaterminated 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 29, 2011, effective April 1, 2011, in ord® obtain more favorable tax treatment in Isrtes, employment
agreement with Dr. Holzer was terminated and IedpD 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 agreerdentiolzer 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 confidetytimon-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 bpaid 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 InspiB ®mbH from any and all claims, rights or demandsirzg from or related
to the previous agreement, the relations betweepdities or the termination thereof.

On June 1, 2012, we also entered into a consudiingement with Dr. Holzer, which terminated on Naber 30, 2012,
pursuant to which Dr. Holzer provided us with cdtisg services in exchange for monthly payment$28,337. As part of the
consulting agreement, Dr. Holzer released us anaffiliates from any and all claims other thangbaelated to Dr. Holzer’s
position as a stockholder. Under this consultinggament, Dr. Holzer was not entitled to any addaidoenefits, other than
benefit plans or programs that we provide to otgaors so long as Dr. Holzer remains on our boédirectors.

On February 21, 2013, we agreed to pay Dr. Holgdr 195 in consideration for consulting servicesviated by Dr. Holzer
to us since the expiration of his consulting agreemThe amount equals three months of paymentsruhd expired
consulting agreement plus applicable value adde@vAT).

For a description of certain severance and perggments to which Dr. Holzer was entitled underageeements, see
“Executive Compensation — Potential Payments Upemmination or Change of Control.”

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
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set forth in the employment agreement, which tot&®% of his gross salary, as well as a companyMarPaz was also
entitled to a minimum bonus equivalent to three thiyngross salary payments based on achievemetijettives and the
approval of the board of directors. Mr. Paz wagiklé to receive stock options pursuant to thisagrent following its six
month anniversary, subject to board approval. If Raz’'s employment was terminated with or withause, he was entitled to
at least six months’ prior notice and would haverbpaid his salary and all social and fringe béséfi 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 consultancyfegg such notice period.

At the request of the compensation committee, 8¥fe@as of December 1, 2011, Mr. Paz agreed todaged as an
employee for purposes of paying Mr. Paz’s salan/laenefits, rather than as a consultant under Bir's)consultancy
agreement.

On January 3, 2013, Mr. Paz resigned as our ckefugive officer, and in connection with Mr. Pagésignation,
InspireMD Ltd. and A.S. Paz Management and Investrhtd. entered into a separation agreement amasel pursuant to
which, among other things, the consultancy agregndated as of April 1, 2012, by and between IreddiD Ltd. and A.S. Paz
Management was terminated and Mr. Paz resignetiefexecutive officer of InspireMD Ltd. and asieedtor of InspireMD
Ltd. In accordance with the terms of the consufaagreement, we will continue to pay Mr. Paz’'s nigntonsultancy fee of
$21,563 for six months following termination of tbensultancy agreement.

For a description of certain severance and perggments to which Mr. Paz was entitled under hisaments, see
“Executive Compensation — Potential Payments Upemmination 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 formigief executive officer (former principal executiofficer), Craig Shore, our
chief financial officer, secretary and treasuremgipal financial and accounting officer), Asheolier, Ph.D., our former
president, Eli Bar, the senior vice president skerch and development and chief technical ofi€énspireMD Ltd., and Sara
Paz, the former vice president of sales of InspDelMd.

We formed a compensation committee on Septembet1l,. Prior to that date, all compensation denssfor 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 poteotidlict of interest, Dr. Holzer and Mr. Shoreateviewed and approved
Mr. Paz’s decision with respect to Ms. Paz’s congpdion before it was implemented. The current coregtion package of
Mr. Paz and the compensation package of Dr. Halatl his retirement were determined before ourslkchange
transactions on March 31, 2011, when InspireMD latds a private Israeli company. In accordance githeli law, their
compensation was submitted to and approved byttie&lsolders of InspireMD Ltd. on February 28, 200Lr board of
directors also reviewed and approved Mr. ShorefspEnsation package after the share exchange tteomsac

Going forward, the compensation committee of owar®f directors will review at least annually atetermine the
executive compensation packages for Mr. Milinazng,current president and chief executive offioeecluding approving any
grants of stock options. Mr. Milinazzo will be ressible for making recommendations to our compémsabpmmittee with
respect to the executive compensation packageddesrs. Shore and Bar, including any grants ofkstgtions. The
compensation committee performed its annual rewiemamed executive officer compensation in Febr2ad2.

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 compensatiosudtant. The consultant provided a report theltshed formal
benchmarking of our named executive officers’ congagion against that at companies selected byahguttant 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 biopharmazdicompanies that were determined to have a eoafyte business and
financial profile to us, in terms of revenue, enygle 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 “Namecdutixe 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
“Management — Agreements with Executive Officeldr. Paz and Dr. Holzer were compensated pursuactrteultancy
agreements beginning on April 1, 2011. Howevethatrequest of the compensation committee, Mr.aPazDr. Holzer agreed,
effective as of December 1, 2011, to be compensateinployees rather than consultants. From Deaem2011 until their
resignations, Mr. Paz and Dr. Holzer were treatedraployees of ours and received the same lexaimpensationice., base
salary and benefits) as each would have beeneshtidlunder his consultancy agreement. We havewiecomplied with the
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 allocationv@n either cash and non-cash or short-term amdtenm incentive
compensation for our executive officers. We inténthe future to solicit recommendations from oaompensation consultants
with respect to the balance of fixed and bonus @magtion 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 numbfctdrs, 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#adompany 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 intendgview each named executive officer's base s@angulting fee on an
annual basis. In addition to the factors descrédgsalve, in setting base salary, the compensatiomitbe® intends to consider
the recommendations of our compensation consultartsnore formal data regarding the compensatigideof 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 otherads, 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 ounad 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 t& 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 objezdiwwhen 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 compearsatommittee determined to make only one equitgritice award, to
Mr. Shore, on the terms and for the reasons destrinder “Named Executive Officer Compensation —m@ensation of
Chief Financial Officer, Secretary and Treasureslohy.

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 katito 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 tae@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@reicutives; however, our consultancy agreements M.
Paz and Dr. Holzer provided for cash bonuses foelitt at the discretion of our board of directoraumamount not less than
three months’ salary. We believe that cash bonympats are an appropriate means to reward signtfeehievement and
contribution to us by an executive officer, espiégi@r officers that already hold significant eggupositions in our company.
Therefore, going forward, cash bonuses may becomera significant component of our compensationicgdbr executive
officers.

During its 2012 compensation review, the compeasatommittee determined to make a cash bonus ateekdt,. Bar, in
the amount and for the reason described under “Mdmecutive Officer Compensation — CompensatioSerior 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 bitlethto 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 Former Chief Executive Officer. During the six months ended June 30, 2012, Mr'sRatal
compensation was $153,597. In 2011, Mr. Paz’s tmaipensation was $247,039, as compared to $21 16l
compensation in 2010. Mr. Paz’s total compensatias comprised of (i) salary payments from Decemb@011 through June
30, 2012, (ii) consulting fees paid pursuant todbesultancy agreement InspireMD Ltd. entered with A.S. Paz
Management and Investment Ltd., an entity whollyred/by Mr. Paz, through which Mr. Paz was retaioeskerve as
InspireMD Ltd.’s chief executive officer from Aprll, 2011 through November 30, 2011, (iii) salaryrpants from January 1,
2011 through March 31, 2011, and (iv) benefits pedjuisites, as more fully discussed below. Fosthenonths ended June
30, 2012, Mr. Paz’s salary compensation was $121 /822011, Mr. Paz’s salary compensation was &8hder his
employment agreement, $122,970 under the consyle&greement with A.S. Paz Management and Investhtdnaind
$15,371 as an employee in December 2011, for hab$180,766, as compared to $89,197 under hidempent agreement
and $78,491 under a consultancy agreement thairvedffect prior to his employment agreement, footal of $167,688, in
2010. In determining the compensation for Mr. Ra2011, our board of directors evaluated our caf@oand organizational
accomplishments in 2010, as well as Mr. Paz’s iddial accomplishments. Mr. Paz's 2011 compensatias also increased in
anticipation of us becoming a publicly traded compin the United States and the additional oblmzgithat would entail for
our chief executive officer. Mr. Paz’s compensaiiackage for 2011 was determined before our shateage transactions on
March 31, 2011, when InspireMD Ltd. was a privaeéli company. In accordance with Israeli law,duimpensation was
submitted to and approved by the stockholders gditeMD Ltd. on February 28, 2011. The compensatmmmittee
determined that no changes were needed to Mr. Razipensation 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 rioutions 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 beneditlsgensation 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. Pa20a1 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. 8&bdotal 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@4, 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 sixtims ended June 30,
2012, Mr. Shore’s salary compensation was $76,[l2011, 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 trdosacUpon 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 makehsadditional increase,
Mr. Paz considered the corporate and organizatacmdmplishments of our company since Mr. Shomejdius, his role in
such accomplishments, his general performancéntisased responsibilities as chief financial @fithe 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
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compensation committee agreed, that no changesneeded to Mr. Shore’s compensation package d2@dg other than the
option grant described below.

Mr. Shore also received various benefits, many luttv either are required by Israeli law or we bediare customarily
provided to Israeli executives, including contribuas to his pension and vocational studies fundsraual recreation payment,
a company car, a company cell phone, and a dailg &lowance. For the six months ended June 3@®,2@4 Shore’s benefits
compensation was $18,180. In 2011, Mr. Shore’s fitsrmmpensation was $35,280, as compared to 83r28010.

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 perestsar adjusted for the one-for-four reverse stpdiik &f our common stock
that occurred on December 21, 2012). This awardpaasof the initial package negotiated with Mroghin connection with
his hiring in November 2010. The number of shacesvhich such award was exercisable and the exepeise were originally
set forth in Mr. Shore’s employment agreement ahated to shares of InspireMD Ltd. The per shaieepras determined
based on the price at which InspireMD Ltd. had mesently raised capital. The option was conveirigalan option to acquire
the current number of shares at the current exepise through the share exchange transactioresoptions vest on an annual
basis over three years. The options had a fair easdue of $260,554 as of February 27, 2011. terdgning to grant Mr.
Shore a significant portion of his compensatiothiform of options, our board of directors belig¥eat it was important to
give Mr. Shore an equity interest in us. Providiig Shore with an equity stake was viewed by owartias important, as Mr.
Shore previously did not hold any such stake irmegpposed to Mr. Paz and Dr. Holzer. In detemgitihe number of shares
to award to Mr. Shore, Mr. Paz and our board aators considered the need to provide Mr. Shore avitompensation
package that was sulfficient to attract him to ateemployment with us, given that his base salary believed to be relatively
low for his position, and the desire to provide Bhore with an equity position in our company thias significant enough to
align his objectives with those of our stockholdansl allow Mr. Shore to share in our future onfiicial growth and the
benefits of the share exchange and us becomin® apublic company.

On May 20, 2011, Mr. Shore was awarded a warraptitohase 750 shares of our common stock at acisgearice of
$7.20 per share (as adjusted for the one-for-feuense stock split of our common stock that ocacliore December 21, 2012)
as a bonus payment for his work performed in cotmeevith our share exchange transactions. Theamatrad a fair market
value of $5,266 and vested immediately. The awaas given in recognition of Mr. Shore’s extraordinafforts related to our
private 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 one-for-feuense stock split of our common stock that occliore December 21, 2012).
The options vest on an annual basis over threesy&he options had a fair market value of $139#98f May 25, 2012. The
award was given in recognition of Mr. Shore’s pasitributions, to increase Mr. Shore’s equity stakes in order to further
align Mr. Shore’s objectives with those of our &foalders and allow him to share in our future ficiahgrowth and to
compensate for Mr. Shore’s relatively low salarytics position.

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

During the six months ended June 30, 2012, Mr'sBatal compensation was $112,432. In 2011, Mx’'8total
compensation was $350,394, as compared to $941688l compensation in 2010. Mr. Bar's total cempation was
comprised of salary payments under his employmgmement with us, a cash bonus awarded in 201Rpas fully discussed
below, option grants under the InspireMD, Inc. 2QUNMBRELLA Option Plan, as more fully discussed hel@and benefits and
perquisites, as more fully discussed below. Foistkenonths ended June 30, 2012, Mr. Bar’'s salamypensation was
$77,100. In 2011, Mr. Bar's annual salary was $18@, as compared to $91,684 in 2010. In determitiiagcompensation for
Mr. Bar in 2011, Mr. Paz evaluated the corporaig @ganizational accomplishments of our compar80ih0, particularly with
respect to the development of our products, asageMir. Bar's individual achievements and contiitms to such
accomplishments. Mr. Bar’s increase in salary du#i11 reflected his significant contributions tor success 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 successfuingdetion of enroliment
of our MASTER Trial during the six months ended&@0, 2012. The amount of the bonus was equal &aditional 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 taieeqp to 50,000 shares of common stock at arceseeprice of
$11.00 per share (as adjusted for the one-for+fewerse stock split of our common stock that oeion December 21, 2012)
as a bonus payment for his significant contribwgitsmour company. In determining to make such awdrdPaz considered
Mr. Bar’s continued exemplary performance and dbations to the clinical development of our prodantl the desire to
continue to retain his services and keep his cosgt@n consistent with what we pay to our otheigegxecutives. We
determined that granting Mr. Bar more of an equritgrest would further increase his opportunitghare in our future
financial success and align his objectives withsthof our stockholders. The options vest on anarwasis over a three year
period. The options had a fair market value of $288 as of June 1, 2011. The exercise price waathmarket value of our
common stock on the date of grant. On August 3112@e cancelled these options and reissued aorogtipurchase 50,000
shares of common stock at an exercise price oRHyetause our board of directors determined tiea$11.00 (as adjusted for
the one-for-four reverse stock split of our comrstock that occurred on December 21, 2012) exeprise was too far out of
the money to achieve the compensatory and inceptiygoses of the options. The exercise price oftve option was the fair
market value of our common stock on the date afitgiehe fair value of the 50,000 options (as adjdgor the one-for-four
reverse stock split of our common stock that o@dion December 21, 2012) as of August 31, 2011$4/85,175.

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 one-for+iengrse stock split of our
common stock that occurred on December 21, 2018 .rniimber of shares for which such award was esablag and the
exercise price originally related to shares of ireD Ltd. The per share price was set at $0.01spare. The option was
converted into an option to acquire the current lneinof shares at the current exercise price throlglshare exchange
transactions. The second award currently represieatsght to acquire up to 20,290 shares of oanroon stock at an exercise
price of $4.92 per share (as adjusted for the ondelur reverse stock split of our common stock tiecurred on December 21,
2012). The number of shares for which such awaislexarcisable and the exercise price also origimelated to shares of
InspireMD Ltd. The per share price was determingsel on the price at which InspireMD Ltd. had mesently raised capital.
The option was converted into an option to acqthieecurrent number of shares at the current exepise through the share
exchange transactions. Both awards were made agnéon of Mr. Bar’'s contributions to our corpagadnd organizational
achievements. The first award was related to Mr'sBzerformance over the long-term of his tenurthwis and to our desire to
grant Mr. Bar an equity stake that would not baskt In particular, in determining to make thisaad, the board of directors
took into account the fact that, from September82@0April 2009, Mr. Bar accepted several salaguaions, which resulted
in his monthly salary being reduced from approxieha$10,133 to approximately $7,387. Mr. Bar's salemained
approximately $7,387 per month until August 201Qyhich time his monthly salary was increased t@®®8. Furthermore, our
board of directors decided that recognizing Mr.'8afforts and sacrifices through an equity awaes the most appropriate
form of compensation, as it would also serve t@dir. Bar an additional equity interest in us. Rdowg Mr. Bar with an
increased equity stake was viewed by our boarthpsiitant, as Mr. Bar’s existing options were deemeery small stake in
comparison to that held by Mr. Paz and Dr. HolZése second award was intended as a more tradittomalal incentive award
and related primarily to Mr. Bar's
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performance in 2010 and our desire to grant Mr.tBatitional options whose value would fluctuat@eieding on the
performance of our common stock. Both option awards one-twelfth quarterly commencing with the grain which they
were granted. The first award had a fair marketieaf $750,000 as of July 25, 2010. The seconddhheal a fair market value
of $68,509 as of July 31, 2010.

Compensation of Former President. During the six months ended June 30, 2012, Dizéits total compensation was
$189,290. In 2011, Dr. Holzer’s total compensati@s $245,406, as compared to $209,592 in total eosgtion in 2010. Dr.
Holzer’s total compensation was comprised of (sdting fees paid pursuant to the consultancyeageat InspireMD Ltd.
entered into with OSHIL, The Israeli Society Ltan entity wholly-owned by Dr. Holzer, through whibin. 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 gxtims 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 totsfl $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 &) as compared to
$89,197 under his employment agreement and $74)7i@ér a consultancy agreement that was in efféot 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 organizaltime@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 tradgedhpany 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 téolzer's compensation package during its 26d@pensation review.

Dr. Holzer also received various benefits as bathlaried employee and a consultant, many of whiitter are required by
Israeli law or we believe are customarily providedsraeli executives. These benefits included rifmntions to his pension and
vocational studies funds, an annual recreation gayna company car and cell phone, and a daily &logvance. For the six
months ended June 30, 2012, Dr. Holzer’'s bendiitspensation through payments made to him as arogeghnd 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®t7,603 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 feebdDO 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-odmy 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, &n option grant under the
InspireMD, Inc. 2011 UMBRELLA Option Plan, as mddly discussed below, and (iv) benefits and pesites, as more fully
discussed below. Ms. Paz’'s payments under her ttansy agreements were $89,819 during the six nsoatidled June 30,
2012. Ms. Paz’s payments under her consultancyeaggets were $112,136 in 2011, as compared to $3162010. In
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determining the compensation for Ms. Paz in 201d,M4z evaluated our corporate and organizatiataéaements in 2010,
with a particular emphasis on our sales growthyhiah Ms. Paz’s work contributed, her contributi@msl perceived future
potential on a full-time basis and the compensat@id to similarly situated executives within oengpany. Dr. Holzer and Mr.
Shore approved Mr. Paz’s determination with resfedls. Paz's compensation. Mr. Paz recommendati{f@compensation
committee agreed, that no changes were needed.tBa#s compensation package during 2012.

In conjunction with InspireMD Ltd. entering intoeftonsultancy agreement with Sara Paz Managemeri¥larketing 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 annueg¢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 achievesiar2010, 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 one-fordfeverse stock split of our
common stock that occurred on December 21, 201 .0ptions vest on a monthly basis over a threepe@od. The options
had a fair market value of $639,407 as of Jun®112The amount was determined with referencedaattard made to Mr.
Shore during 2011, for an approximately equal nunobshares. The exercise price was the fair mariiete of our common
stock on the date of grant. We did not consideBlaek-Scholes valuation of the grant prior to nmakit. We did take into
account the desire to provide Ms. Paz with an gquosition in our company, separate from that afthesband, that would
further align her objectives with those of our &foalders and allow her to share in our future feiahgrowth.

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 limiitan on deductions does not
apply to certain types of compensation, includingliied performance-based compensation, and qujies to compensation
paid by a publicly-traded corporation (and not cemgation paid by non-corporate entities). Becauseompensation
deducted in the United States for each individoavihom 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 pladpolicies 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 toddetli2 of the Tax Ordinance under the
InspireMD, Inc. 2011 UMBRELLA Option Plan may besiffnated by us as approved options under the tajpitss
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 miay 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 nofuised to be held in trust by a trustee. This aké&wve, while facilitating
immediate exercise of vested options and saleefittderlying shares, will subject the optioneeéhtornarginal income tax rate
of up to 45% as well as payments to the National
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Insurance Institute and health tax on the datéetale of the shares or options. Under the Ingjiirdnc. 2011 UMBRELLA
Option Plan, we may also grant to non-employee®ogfpursuant to Section 3(l) of the Israeli Taxli@ance. Under that
section, the income tax on the benefit arisindieodptionee upon the exercise of options and th&itxe of common stock is
generally due at the time of exercise of the ofgtion

Allotment of these options may be subject to teofthe tax ruling that has been obtained by In$pide_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 willesaillt in an immediate tax event for InspireMDl L4 former shareholders,
but a deferred tax event, subject to certain canditas stipulated in the tax pre-ruling. The nw@indition of the tax pre-ruling
is a restriction on the exchanged shares for tvewsyom December 31, 2010 for shareholders holdireg of 5% of our
outstanding shares of common stock.

Termination Payments

Our agreements with Messrs. Bar and Shore andiliraeprovide, and our agreements with Dr. Hol2dr, Paz and Ms.
Paz provided, for payments and other compensatitimei event of termination under certain circumstanas more fully
described under “Executive Compensation — PoteR@gments Upon Termination or Change of Contrah&e provisions
are comprised of (i) notice periods of varying léngrior to a termination without cause (180 daysMr. Paz and Dr. Holzer,
30 days in general and 180 days following certh@nge in control events for Mr. Shore, 60 daydMorBar and 30 days for
Ms. Paz), (ii) severance payments as requiredtaglidaw, (iii) vesting of Mr. Shore’s options updis termination in
connection with a change of control, and (iv) ves®f Mr. Shore’s, Mr. Bar's and Ms. Paz’'s opti@gomatically upon a
change of control if such stock options are notiaesl or substituted by the surviving company. Webe that having these
provisions in our agreements with our officers deslour officers to focus solely on the performaat#heir jobs by providing
them with security in the event of certain termioas of employment. With respect to the notice iowns, we believe that
these provide us with a mechanism to ensure a ssfttéransition if we have to replace one of oamed executive officers. In
addition, we have provided these benefits to oficers because we believe it is necessary for tietepurposes, to attract well
qualified and talented executives and, in the chseverance payments, to comply with Israeli lamexchange for these
protections, our officers have agreed to be boyncehtain restrictive covenants, including confitiglity, non-competition and
non-solicitation provisions.

Risk Considerations in our Compensation Programs

Our compensation committee believes that risksngrisom our policies and practices for compengpgmployees are not
reasonably likely to have a material adverse effaais and do not encourage risk taking that isaeably likely to have a
material adverse effect on us. Our compensatiomutee believes that the structure of our executmapensation program
mitigates risks by avoiding any named executiv&effplacing undue emphasis on any particular pevmce metric at the
expense of other aspects of our business.

Compensation of New President and Chief Executiviic2r

On January 3, 2013, we entered into an employngreeaent with Alan Milinazzo as our president ahigicexecutive
officer. See “Management — Agreements with Exe@@fficers — Alan Milinazzo” for a description of iMMilinazzo’s
employment agreement. Mr. Milinazzo’s employmerneagnent was reviewed and negotiated by the compensmmmittee.
The compensation package ultimately provided toNllinazzo was set at a level deemed necessargtracaMr. Milinazzo
and retain him in the future, and includes a mikade salary, cash bonus, immediate and poteutiakfequity incentive
awards and other benefits designed to balance mfeaichpayments with performance incentives antida 8r. Milinazzo’s
interests with those of our stockholders.

Our agreement with Mr. Milinazzo also provides fiayments and other compensation in the event wiitation under
certain circumstances, as described under “Exee@mpensation — Potential Payments Upon TermimaticChange of
Control.”
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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 PaZoooner chief executive officer, Craig Shore, ouiegtiinancial officer,
secretary and treasurer, Eli Bar, InspireMD Ltdesior vice president of research and developmehthief technical officer,
Asher Holzer, Ph.D., our former president, and $a&a, InspireMD Ltd.’s former vice president ofesal

Option All Other
Salary Bonus Awards Compensation Total
Name and Principal Position Year %)W $Ho %@ (O O
Ofir Paz® 2012 121,32 — — 32,27(® 153,59°
Former Chief Executive Office 4
2011 57,79¢ — — 189,244 247,03
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 and Treasurer 2011 118,33: —_ 260,55‘ 40,54((5) 419,43:
2010 9,91: — — 3,25(®) 13,1649
Eli Bar 2012 77,10C  12,85( — 22,4848 112,43;
Senior Vice President,
Research and Developmenta 2011 122,76 — 185,17 42,4548) 350,39
Chief Technical Officer of 2010 91,68 — 818,50 32,49¢8 942,68
InspireMD Ltd.
2009 86,97: — — 38,5848 125,55¢
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 — — — 83,56¢10) 83,56¢
Former Vice President of Sale
of InspireMD Ltd. 2011 — — 639,40 142,60019 782,01t
2010 — — — 77,60410) 77,60:
2009 — — — 59,19710) 59,19;

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

(1) Compensation amounts received in non-U.S. nayréave been converted into U.S. dollars usin@ttezage exchange rate
for the applicable year. The average exchangdoa®012 was 3.80 NIS per dollar, the average exgbaate 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 dolleroaints recognized for financial statement reportingposes with respect to
the six months ended June 30, 2012 and the yedesldbecember 31, 2009, 2010 and 2011, in accordaiticé-ASB ASC
Topic 718. Fair value is based on the Black-Schofe®n pricing model using the fair value of thederlying shares at the
measurement date. For additional discussion ofaheation assumptions used in determining stoaged compensation a
the grant date fair value for stock options, seatisigemeng Discussion and Analysis of Financial Conditiod &esults o
Operation — Critical Accounting Policies — SharesBd Compensation” and Note 2 — “Significant AccaumnPolicies”
and Note 10 — “Equity (Capital Deficiency)” of tiNotes to the Consolidated Financial Statementth@Six Months
Ended June 30, 2012 included herein.

(3) Both Mr. Paz and Dr. Holzer are directors hidtribt receive any additional compensation forrtkervices as directors.
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(4) Mr. Paz’s other compensation consisted of $87 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 camgpzar 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 saélyenefits in 2010 and 2012 and consisted of mambdaward 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 camggzar 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 taisegp to 50,000 shares of common stock at arcesesprice of $11.C
per share (as adjusted for the one-for-four reveteek split of our common stock) as a bonus payrwerhis contributions
to our company in 2010. The options had a fair reewvialue of $268,381. In August 2011, we cancelhedoption to
purchase 50,000 shares of common stock that wesiedad to Mr. Bar in June 2011 and reissued an opdigurchase
50,000 shares of common stock at an exercise pfi$&.72 because our board of directors determihedthe $11.00 (as
adjusted for the one-for-four reverse stock sglitr common stock) exercise price was too farafuhe money to achieve
the compensatory and incentive purposes of thegtiThe new options had a fair market value o5$IFb.

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

(9) Dr. Holzer's other compensation consisted &,880 in consulting salary and $54,014 in ben@ii3009, $74,791 in
consulting salary and $45,604 in benefits in 2(I22,970 in consulting salary and $64,640 in bénéfi2011 and $14,474
in consulting salary and $35,163 in benefits in20h each of 2009, 2010, 2011 and 2012, Dr. H&Zsenefits included
our contributions to his severance, pension, vonatistudies and disability funds, an annual reéegayment, a company
car and cell phone, and a daily food allowance.

(10)Ms. Paz’s other compensation consisted of $59,4€bmsulting salary in 2009, $77,603 in consulsatary in 2010,
$112,136 in consulting salary and $30,473 in bémafi2011 and $60,000 in consulting salary andS8%Bin benefits in
2012. In each of 2011 and 2012, Ms. Paz’s benefitaded our contributions to her severance, pensiocational studies
and disability funds, an annual recreation paymeeetympany car and cell phone, and a daily foahalhce.
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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 théooffieur reverse stock split of our common stoe&ttoccurred on
December 21, 2012:

Option Exercise or
Awards: Base Price of
Number of Option Awards Grant Date
Securities Fair Value of
Grant Underlying Options Option Awards
Name Date #) ($/sh) (%)
Ofir Paz
Former Chief Executive Officer — — — —
Craig Shore
Chief Financial Officer, Secretary ar
Treasurer 5/25/201: 75,0001 3.2C 139,49¢
Eli Bar @

Senior Vice President, Research an
Development and Chief Technical
Officer of InspireMD Ltd. — — — —

Asher Holzer, Ph.D.
Former President — — — —

Sara Paz
Former Vice President of Sales of
InspireMD Ltd. — — — —

(1) On May 25, 2012, Mr. Shore was granted opttorescquire 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 markieevof $139,499 as of
May 25, 2012. The award was given in recognitioMof Shore’s past contributions, to increase Mor@ts equity stake in
us in order to further align Mr. Shore’s objectiwveith 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 fomiirdan-four reverse stock split of our common stk occurred on
December 21, 2012:

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
Former Chief Executive Officer — — — —
Craig Shore 2/27/2011  91,30¢ 4.9 260,54:
Chief Financial Officer, Secretary al
Treasurer 5/20/2011 750 7.2( 5,26€
Eli Bar @ 6/1/2011 50,00( 11.0C 268,38:
Senior Vice President, Research ar 8/31/2017 50.00( 772 185.17!
Development and Chief Technical ' ' 0
Officer of InspireMD Ltd.
Asher Holzer, Ph.D.
Former President — — — —
Sara Paf)
Former 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 akercise 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 arcesesprice of $11.C
per share as a bonus payment for his contributmesir company in 2010. The options had a fair reiavialue 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 chamdgir market value to $185,175.

(3) On March 27, 2012, Ms. Paz ceased to be aruéxemfficer upon the appointment of Robert Rasisiour new head of
sales and marketing, but temporarily retained itlerds 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 ondefur reverse stock split of our common stock thecurred on December
21, 2012. There are no outstanding stock awardsauit named executive officers.

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¢ 12/29/2011
101,45: 50,72¢3) 0.00¢ 7/22/202(
13,527 6,7643) 4.9z 7/28/202!(
16,66 33,3314 7.72 8/31/2011
Asher Holzer, Ph.D. — — — —
Sara Paz 30,43t 60,87 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\&, 2014 and May
25, 2015.

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

(4) These options were granted in August 2011 @t annually, with 1/3 vesting on May 23, 2012, N8y 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 naewmedutive officers during the six months ended Bhe&012 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 and December 21, 2012. Under therbighl, Inc. 2011
UMBRELLA Option Plan, we have reserved 5,000,008rseh of our common stock (as adjusted for the onéstir reverse
stock split of our common stock that occurred orcdédeber 21, 2012) as awards to the employees, ¢antsjland service
providers to InspireMD, Inc. and its subsidiaries affiliates worldwide.

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 emplgyam@ssultants, officers and
other service providers and other non-U.S. empleyeensultants, and service providers, and (ii)eémix 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 whgubject to the U.S. income tax. On DecembeR@12, the stockholders
approved the awarding of “incentive stock optiopatsuant to the U.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. Bar, Shore and Miliogzrd our terminated agreements with Dr. Holzet,R&z and Ms.
Paz as well as Israeli law provide for payments@heér compensation in the event of their termaratr a change of control of
us under certain circumstances, as described below.

Former Chief Executive Officer. Pursuant to Mr. Paz’s consultancy agreement,agsgssed the right to terminate his
employment without “cause” (as such term was definehe agreement) upon at least 180 days’ puatica to Mr. Paz. During
such notice period, we would have been requiremtdinue to compensate Mr. Paz according to hiseagent and Mr. Paz
would have been obligated to continue to dischargeperform all of his duties and obligations uritheragreement, and to
cooperate with us and use his best efforts totasgis the integration of any persons that we dated to assume Mr. Paz’s
responsibilities. This arrangement was intendeas&ist us in achieving a successful transition dorPaz’s departure. Mr.
Paz was entitled to terminate his employment wétlinuthe event that we did not fulfill our undeiiteds under our agreement,
upon at least 30 days’ prior notice to us, durirgolv time we were entitled to cure the breach. Bgisuch notice period, we
would have continued to compensate Mr. Paz accgtdimis agreement and Mr. Paz would have beegatelil to continue to
discharge and perform all of his duties and obidayet under the agreement.

If Mr. Paz’'s employment were terminated for anysaraother than for cause, as a senior executiveruscheli law, he
would also have been entitled to severance payneguial to the total amount that had been contribtdeand accumulated in
his severance payment fund. The total amount aclatealin his severance payment fund as of Jun2®(® was $86,408, as
adjusted for conversion from New Israeli Shekelg18. dollars.

We were entitled to terminate Mr. Paz’s employniemhediately at any time for “cause” (as such teraswefined in the
agreement and the Israeli Severance Payment A&)19Bon which, after meeting certain requirememiger the applicable
law and recent Israeli Labor court requirementspeiéeve we would have had no further obligatioeampensate Mr. Paz and
Mr. Paz would not have been entitled to the amthatthad been contributed to and accumulated isehisrance payment
fund.

Also, upon termination of Mr. Paz’s employment &my reason, we would compensate him for all unvsedtion days
accrued.
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On January 3, 2013, Ofir Paz resigned as our exie€utive officer, and in connection with Mr. Pa@signation,
InspireMD Ltd. and A.S. Paz Management and Investrhtd., Company No. 514480433, a company contidie Mr. Paz,
entered into a separation agreement and releaseignt to which, among other things, the consujtagreement, dated as of
April 1, 2012, by and between InspireMD Ltd. andAPaz Management was terminated and Mr. Paz esbgg chief
executive officer of InspireMD Ltd. and as a diarodf InspireMD Ltd. In accordance with the ternighe consultancy
agreement, we will continue to pay Mr. Paz's monttdnsultancy fee of $21,563 for six months follogrkermination of the
consultancy agreement. Other than these paymeatselieve that we have no further obligation to pensate Mr. Paz and
Mr. Paz will not be entitled to any additional coengation.

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 thiis|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 aaudr. 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 withmuzrder 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 fsgraf dune 30, 2012 was $14,165 as adjusted faraheersion from New
Israeli Shekels to U.S. dollars. However, if MroB#ls 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 agregrmvgnShore is entitled to the total amount cdnited to and accumulated
in his severance payment fund in the event oféhmination of his employment as a result of hismedry resignation. In
addition, Mr. Shore would be entitled to receive ill severance payment under Israeli law, incigdhe 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 intellectuapprty 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 immediaiphyn 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 Developmema@ 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 enypient agreement with
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us) upon at least 60 days’ prior written noticéht® other party. During such notice period, we wadlhtinue to compensate Mr.
Bar according to his employment agreement and Mr.v8ll be obligated to continue to discharge aedgrm all of his duties
and obligations under his employment agreementt@odoperate with us and use his best effortsssawith the integration
of any persons that we have delegated to assumBavis responsibilities. We believe that our semesarrangement with Mr.
Bar will assist us in achieving a successful tiémsiupon Mr. Bar’s departure. In addition, uporm#nation without “cause,”
we have the right to pay Mr. Bar a lump paymenteeenting his compensation for the notice periatitarminate Mr. Bar’s
employment immediately.

If Mr. Bar’'s employment is terminated without caubt. Bar will also be entitled under Israeli laavgeverance payments
equal to his last month’s salary multiplied by thanber of years Mr. Bar has been employed withrusrder to finance this
obligation, we make monthly contributions equaBt83% of Mr. Bar’s salary each month to a severgragegnent fund. The
total amount accumulated in his severance paynoeat &s of June 30, 2012 was $63,450, as adjustedfieersion from New
Israeli Shekels to U.S. dollars. However, if MrrBaemployment 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 amocmontributed to and
accumulated in his severance payment fund, if tiesefrom 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 requirememnider 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 eventafange of control of
our company, the stock options granted to Mr. Bat tvere unvested will vest immediately upon su@inge of control if such
stock options are not assumed or substituted bguthaving company. Also, upon termination of Mia®s employment for any
reason, we will compensate him for all unused vanatays accrued.

Former President. Pursuant to Dr. Holzer's consultancy agreemetit ws dated June 1, 2012, both Dr. Holzer and we
possessed the right to terminate the consultan®eagent for any reason or for no reason upon at lgadays’ prior notice to
other party. During such notice period, we woulgiehbeen required to continue to compensate Dr.éddlis consulting fees
according to his agreement and Dr. Holzer wouldeHaeen obligated to continue to discharge and parédl of his duties and
obligations under the agreement. In the event weitated the consulting agreement without “causs”fuch term is defined
in the agreement), we would have been requireéyd)y. Holzer his consulting fees for the entinertef the consulting
agreement, which terminated on November 30, 20h2-ébruary 21, 2013, we agreed to pay Dr. Holzd; B in
consideration for consulting services provided lsyHolzer to us since the expiration of his corisglagreement. The amount
equals three months of payments under the expoesiutting agreement plus applicable value adde@uaX). We believe
that we have no further obligation to compensateHoizer and Dr. Holzer will not be entitled to aagditional compensation.

Former Vice President of Sales of InspireMD Ltd. Subject to certain conditions, either party to consultancy
agreement with Ms. Paz could terminate the agreemiéimout “cause” (as such term is defined in hemsultancy agreement)
upon at least 30 days’ prior written notice to titleer party. During such notice period, we wouldénbeen required to
continue to compensate Ms. Paz according to hesutamcy agreement and Ms. Paz would have beegabétl to continue to
discharge and perform all of her duties and ohligatunder her consultancy agreement, and to catgpeiith us and use her
best efforts to assist with the integration of @eysons that we have delegated to assume Ms. feap@nsibilities. Our
severance arrangement with Ms. Paz was intendasksist us in achieving a successful transition dsnPaz’s departure. Ms.
Paz was entitled to terminate her employment wétinithe event that we did not fulfill our underiteds under our agreement,
upon at least 30 days’ prior notice to us, durirfigoly time we were entitled to cure the breach. Bgsuch notice period, we
would have continued to compensate Ms. Paz
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according to her agreement and Ms. Paz would hega bbligated to continue to discharge and perdtof her duties and
obligations 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. Razwere unvested would have vested immediately spoh change of
control if such stock options were not assumedibsstuted by the surviving company.

Ms. Paz’s consultancy agreement with us terminatedugust 27, 2012, on which date we entered irtoresulting
agreement with Ms. Paz pursuant to which Ms. Pdizatinue to assist with the transition and imtggpn of our new vice
president of sales. Under the new consulting agee¢mwve are entitled to terminate Ms. Paz's empkynimmediately at any
time for any reason, upon which we believe we hélve no further obligation to compensate Ms. Paeuher consulting
agreement or Israeli law.

President and Chief Executive Officer. Pursuant to Mr. Milinazzo’s employment agreem#nir. Milinazzo’s
employment is terminated upon his death or diggblty Mr. Milinazzo for good reason (as such tésrdefined in Mr.
Milinazzo’'s employment agreement), or by us withcatise (as such term is defined in Mr. Milinazzatsployment
agreement), Mr. Milinazzo will be entitled to reeej in addition to other unpaid amounts owed to ferg., for base salary and
accrued vacation): (i) the pro rata amount of amyus for the fiscal year of such termination (agsgnfull achievement of all
applicable goals under the bonus plan) that he dvbale received had his employment not been tetadnéi) a one-time
lump sum severance payment equal to 200% of his $elary, provided that he executes a releaséngekat employment
matters and the circumstances surrounding his tetion in favor of the company, our subsidiarieg aar officers, directors
and related parties and agents, in a form reaspmaabkptable to us at the time of such termina{ighyvesting of 50% of all
unvested stock options, restricted stock, stockesgition rights or similar stock based rights gedrto Mr. Milinazzo, and
lapse of any forfeiture included in such restriabedther stock grants; (iv) an extension of thentef any outstanding stock
options or stock appreciation rights until the ieardf (a) two (2) years from the date of termioatior (b) the latest date that
each stock option or stock appreciation right watlterwise expire by its original terms; (v) to flaest extent permitted by
our then-current benefit plans, continuation ofitieaental, vision and life insurance coveraget @) a cash payment of
$35,000, which Mr. Milinazzo may use for executiuegplacement services or an education programpaéments described
above will be reduced by any payments received hyMilinazzo pursuant to any of our employee wedfaenefit plans
providing for payments in the event of death oadikty. If Mr. Milinazzo continues to be employég us after the term of his
employment agreement, unless otherwise agreedehydtties in writing, and Mr. Milinazzo’s employmes terminated upon
his death or disability, by Mr. Milinazzo for goodason, or by us without cause, Mr. Milinazzo \w#l entitled to receive, in
addition to other unpaid amounts owed to him, tiagnpents set forth in (i), (i) and (iv) above.dfjring the term of this
employment agreement, we terminate Mr. Milinazzoatgployment for cause, Mr. Milinazzo will only betigled to unpaid
amounts owed to him and whatever rights, if ang,amilable to him pursuant to our stock-based @mrsation plans or any
award documents related to any stock-based comiemsa

Mr. Milinazzo has no specific right to terminate tamployment agreement or right to any severang@@ats or other
benefits solely as a result of a change in conttolvever, if within 24 months following a changeciontrol, (a) Mr. Milinazzo
terminates his employment for good reason, or @}evminate his employment without cause, the Ismp severance
payment to which he is entitled will be increasemhf 200% of his base salary to 250% of his basagahnd all stock options,
restricted stock units, stock appreciation rightsimilar stock-based rights granted to him wilst/n full and be immediately
exercisable and any risk of forfeiture included@stricted or other stock grants previously madeitowill immediately lapse.
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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€ @Tlletin Board as of June 29, 2012) (as adjuiethe one-for-four
reverse stock split of our common stock that oadion December 21, 2012). Compensation amounts paiol in non-U.S.
currency have been converted into U.S. dollarsgu3i823 NIS per dollar, which was the exchange aatef 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 $19,8740) ¢ 19,871 — $119,23(2 — —  $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
paymentd®)  $1224: $ 12,24. $12,24; $12,24. $12,24: $12.24.  $ 12,24: =
Value of

accelerated
options — — — — —  $78,00® s 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?)  $40,597  $ 40,59: $40,591 $ 40,59  $40,59:  $40,59  $ 40,59: —
Value of

accelerated
options = — — — —  $214,87410) 214,871

Asher Holzer

Employment

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

Severance
paymentd®) — — — — — — _ _

Accrued vacation
paymentg?) — — — — — — — —

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 daysndwhich time we will continue to compensate thigcef according to his
agreement and the officer will be obligated to cure to discharge and perform all of his duties abliyations under the
agreement. In the event of material breach by esame permitted to cure our breach of the agreetheiig 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 owre to discharge and perform all of his duties abliyations under the
agreement.

(3) Represents the total amount that has beenilboted to and accumulated in his severance payfoadt
(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 daysndwhich 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 ordhéies 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 OT@eBnlBoard 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 our to discharge and perform all of his duties abliations 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 betwéemexercise 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, \attierminated on
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. — — 215,0442) — 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®rA&SB 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 ¢ovisting of options to purchase 362,500 sharesro€ommon stock (as
adjusted for the one-for-four reverse stock sglitr common stock that occurred on December 2122An option to
purchase 187,500 shares (as adjusted for the offetforeverse stock split of our common stock thatusred on Decemb
21, 2012) was originally scheduled to vest upondidte we become listed on a registered nationakisies exchange (such
as the New York Stock Exchange, NASDAQ Stock Mar&ethe NYSE MKT), provided that such listing ocgon or
before June 30, 2013, and provided further thaBarer is still providing services to us in someaxity as of such vesting
date. An option to purchase 187,500 shares (astadjdor the one-for-four reverse stock split of common stock that
occurred on December 21, 2012) was originally salegtito vest upon the date that we receive researotrage from at
least two investment banks that ranked in the thm2estment banks in terms of underwritings aghefr most recently
completed fiscal year, and/or leading analystsaaked by either the Wall Street Journal, the Riremimes, Zacks
Investment Research or Institutional Investor, fted that we receive such coverage on or before 30n2013, and,
provided further that Dr. Barer is still providisgrvices to us in some capacity as of such vedtitgs On June 18, 2012,
compensation committee extended these Decemb@0232,deadlines to June 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 followptigro grants to the following directors, each agisigd for the one-for-
four reverse stock split of our common stock thatusred on December 21, 2012. Each grant was madkr the InspireMD,
Inc. 2011 UMBRELLA Option Plan, unless otherwiseeath
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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. 25,0002

12,5040
Paul Stuka 12,50V
Eyal Weinstein 12,5040

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 thi
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 28d2ual 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

111

23,320

106,37:

23,32

23,32

23,32




TABLE OF CONTENTS

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 one-for-four reverse stock sglitur common stock that occurred on December 212p0he closing price of
our common stock on September 21, 2012, the dajeaot, subject to the terms and conditions o201l UMBRELLA
Option Plan. The option vests and becomes exeteigathree equal annual installments beginninghenone-year anniversary
of the date of grant, provided that in the eveat ¥r. Loughlin is either (i) not reelected as eedtor at our 2014 annual
meeting of stockholders, or (ii) not nominated feelection as a director at our 2014 annual meetirsgockholders, the option
vests and becomes exercisable on the date of Mighlm’s failure to be reelected or nominated. ©pé&on has a term of 10
years from the date of grant.

In connection with the appointment of Michael Bemta our board of directors effective February @12, Mr. Berman
was granted an option to purchase 124,415 shatbg ofur common stock at an exercise price of $petGhare, the closing
price of our common stock on February 7, 2013,exttip the terms and conditions of the 2011 UMBREIQption Plan. The
option vests and becomes exercisable in three eaualal installments beginning on the one-yeanemsary of the date of
grant, provided that in the event that Mr. Bermgeither (i) not reelected as a director at our32&inual meeting of
stockholders, or (ii) not nominated for reelectama director at our 2013 annual meeting of stddens, the option vests and
becomes exercisable on the date of Mr. Bermangréato be reelected or nominated. The option h&sma of 10 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 (M) Total
Name $) $) ($) % (6]
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 dollaroants recognized for financial statement reporingposes 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 includedin.

(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 adjustethéoone-for-four reverse stock split of our comnstck that occurred
on December 21, 2012), all of which were immedjatelsted. The fair market value was $7.80 per sfegradjusted for the
one-for-four reverse stock split of our common ktthat occurred on December 21, 2012).
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During 2011, we made the following option grantshte following directors, as adjusted for the onefbur reverse stock
split of our common stock that occurred on Decenigr2012. Each grant was made under the Inspirdimb 2011

UMBRELLA Option Plan, unless otherwise noted.

Shares
Subject
Name to Options

Vesting
Schedule

Fair Market
Value on
Expiration Grant Date

Sol J. Barer, Ph.C 250,00(1) @

125,00(®

362,501 4)

181,25(1) (4)

181,251 (4)

Paul Stuka 25,002

November 16, 201 $

November 16, 201 $

November 16, 201 $

August 8, 2011 $

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 MKT),
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.
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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 dippointment of this person to our board of dirextor
(3) This option was exercised in full by Dr. Bacgr September 28, 2011.

(4) This option was granted to Dr. Barer in conimectvith his appointment as chairman of our bodrdiectors 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 officersimgtdiability for acts or
omissions in their capacities as directors or effi¢ subject to certain exclusions. Such insuralsmeinsures us against losses
which we may incur in indemnifying our officers adilectors. In addition, we have entered into ind#itation agreements
with key officers and directors and such persomrdl sitso 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.comiVe 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 Weindatisfy the
requirement for independence set out in Sectiond@3e NYSE MKT rules and that each of these daechas no material
relationship with us (other than being a directud/ar a stockholder). In making its independenderd@nations, the board of
directors sought to identify and analyze all of thets and circumstances relating to any relatignishtween a director, his
immediate family or affiliates and our company and affiliates and did not rely on categorical stards other than those
contained in the NYSE MKT rule referenced above.

Board Committees

Our board of directors has established an audituittee, a nominating and corporate governance ctt@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 fidlpditerate and qualify as an independent direatader Section 803 of the
NYSE MKT rules. Mr. Loughlin is the chairman of camdit committee and qualifies as a financial ekpes defined in Iltem
407(d)(5)(ii) of Regulation S-K. The audit comméte duties are to recommend to our board of dirsdfte engagement of
independent auditors to audit our financial stat@sand to review our accounting and auditing fpies. The audit committee
will
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review the scope, timing and fees for the annuditaund the results of audit examinations perforimgdhe internal auditors
and independent public accountants, including ttegiommendations to improve the system of accogrti internal controls.

Nominating and Corporate Governance Committee. Our nominating and corporate governance commigtearrently
comprised of Messrs. Berman, Stuka and WeinstaranBarer, each of whom qualify as an independésttor under
Section 803 of the NYSE MKT rules. Mr. Berman ie tthairman of our nominating and corporate govera@mommittee. The
nominating and corporate governance committee iiitesiand recommends to our board of directorsviddials qualified to be
director nominees. In addition, the nominating earporate governance committee recommends to ardhaf directors the
members and chairman of each board committee whh@aviodically review and assess our code of bessnconduct and
ethics and our corporate governance guidelinesnbhg@nating and corporate governance committeeratsces
recommendations for changes to our code of bustwsduct and ethics and our corporate governanicelnes to our board
of directors, reviews any other matters relateduocorporate governance and oversees the evaiusftimur 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 ttiramder Section 803 of the NYSE MKT rules. Mgt is the chairman
of our compensation committee. The compensatiomuittee reviews and approves our salary and berggltsies, including
compensation of executive officers and directore Tompensation committee also administers ouk stption plans and
recommends and approves grants of stock optionsrisuth plans.

Compensation Committee Interlocks and Insider Pargipation

During the six month transition period ended Jube2®12 and the fiscal year ended December 31,,20&4srs. Stuka and
Weinstein and Dr. Barer served on our compensatommittee. We established our compensation comenitteing the fiscal
year ended December 31, 2011. Prior to that, wadtichave a compensation committee and during padhd, Ofir Paz, our
former chief executive officer, and Asher Holzeur former president and chairman, participatedeiibérations of the board
of directors concerning executive officer compeiogatNone of our executive officers currently sexver during the six month
transition period ended June 30, 2012 or the figeal ended December 31, 2011 served, as a merther lmoard of directors
or compensation committee of any entity that has@rmmore executive officers serving on our bodrdir@ctors or
compensation committee.
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PRINCIPAL STOCKHOLDERS

The following table sets forth information with pest to the beneficial ownership of our common st of March 18,
2013 by:

« each person known by us to beneficially own ntbes 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 thein®iées and Exchange
Commission governing the determination of benefinership 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 March 18, 2013, we had 18,598gt#fes outstanding.

Number of
Shares Percentage

Beneficially Beneficially
Name of Beneficial Owner Oowned @ owned®
5% Owners
Yuli Ofer @ 1,129,57! 6.1%
Genesis Capital Advisors LLE) 1,871,414 9.2%
Ayer Capital Management, L®) 2,425,760 12.59%
Officers and Directors
Alan W. Milinazzo 460,10( 2.5%
Craig Shore 61,62:(7 *
Eli Bar 326,93(® 1.8%
Sara Paz 2,619,200) 14.(%
Sol J. Barer, Ph.D. 1,334,37(10) 7.C%
James Barry, Ph.D. 8,33¢ &
Michael Berman 0 —
Asher Holzer, Ph.D. 2,575,101 13.8%
James J. Loughlin 0 —
Ofir Paz 2,619,20(7) 14.(%
Paul Stukd!? 541,6613) 2.5%
Eyal Weinsteir{14) 2,0847 *
All directors and executive officers as a group fj&Bsons) 7,929,42! 41.(%

(*) 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 March 18, 2013. Shares issigbksuant 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, Haraglsrael.
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(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 sisslable upon the exercise of a warrant held by Hu@ding LLC, (ii)
212,594 shares of common stock issuable upon tieecsion of a convertible debenture held by HUGdHum LLC, (iii)
319,149 shares of common stock issuable upon threigr of a warrant held by Genesis OpportunitydAuR., (iv)
686,845 shares of common stock issuable upon tieecsion of a convertible debenture held by Ger@gigortunity Fund
L.P., (v) 156,976 shares of common stock issugbteuhe exercise of warrants held by Genesis A3ppbrtunity Fund
L.P., (vi) 327,068 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 Gisrigfe 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 OpportunihdAuP., 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 23f@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) 532,549 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) 10,5#h&res of common stock issuable upon the convedsia convertible
debenture held by Ayer Capital Partners Kestredi-uR, (v) 13,602 shares of common stock issuabptmuhe exercise of
warrants held by Epworth-Ayer Capital, (vi) 29,2t#ares of common stock issuable upon the conveosiartonvertible
debenture held by Epworth-Ayer Capital, and (vased on a schedule 13G/A filed with the Securéied Exchange
Commission on February 15, 2013 by Ayer Capital Mgmment, LP and its affiliates, 1,587,442 shareoonfmon 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 Veakat¢so 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 antling shares of
common stock following such conversion or exercidee shares and percentage ownership of our odistashares
indicated in the table above as beneficially owbgdiyer Capital Management, LP do not give effectitese limitations.

(7) Represents options that are currently exerlgsatexercisable within 60 days of March 18, 2013.

(8) Includes options to purchase 60,629 sharesmfwon stock that are currently exercisable or eésabte within 60 days of
March 18, 2013.
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(9) This amount includes options to purchase 45%&8es of common stock that are held by Sara®faaz’s wife, that are
currently exercisable within 60 days of March 1812. This amount does not include 93,132 sharesmimon stock that
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 ownerst@gein. Ofir Paz and Sara Paz, as husband awed stiére voting and
investment power with respect to all shares repdseMr. Paz or Ms. Paz. On March 27, 2012, Ms. é&&ased to be an
executive officer and on June 30, 2012, Ms. Pagexkto be a consultant.

(10)Comprised of (i) 1,000,000 shares of common stoxk(d) options to purchase 334,375 shares of comstock that are
currently exercisable or exercisable within 60 dafyslarch 18, 2013.

(11)This amount does not include 14,731 shares of camstark that Dr. Holzer presently holds as trubee 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, LLCilerty 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) 366,667 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 eézatite within 60 days of March 18, 2013.

(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 prarslexchange operating
assets and liabilities to Saguaro Holdings, In©gtaware 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 one-for-four reverse stgtit sf our common stock
that occurred on December 21, 2012) held by Mgdxi

On February 21, 2013, we agreed to pay Dr. Hokzéirector and our former president, $64,195 irsateration for
consulting services provided by Dr. Holzer to uscsithe expiration of his consulting agreement. dineunt equals three
months of payments under the expired consultingexgent plus applicable value added tax (VAT).

In accordance with our audit committee charter,aheit committee is required to approve all relgiady transactions. In
general, the audit committee will review any pragmbfransaction that has been identified as a tefzdaety 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 votingusiies, (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 baget been
formed.
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DESCRIPTION OF CAPITAL STOCK

The discussion below gives effect to the one-far-f@verse stock split of our common stock thauoed on December 21,
2012.

We have authorized 130,000,000 shares of capiekspar value $0.0001 per share, of which 125@@Dare shares of
common stock and 5,000,000 are shares of “blan&kCh@eferred stock. Of the authorized preferrextkt 20,000 shares have
been designated as Preferred Stock. On March 18, 20ere were 18,598,229 shares of common steadkdsand outstanding
and no shares of preferred stock issued and odistan

Common Stock

The holders of our common stock are entitled to\arte per share. Our certificate of incorporatioesinot provide for
cumulative voting. Our directors are divided intogte classes. At each annual meeting of stockimldeectors elected to
succeed those directors whose terms expire aredléar a term of office to expire at the third seeding annual meeting of
stockholders after their election. The holderswf@dmmon stock are entitled to receive ratabhhglizidends, if any, as may
be declared by our board of directors out of lggallailable 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 thategally available for distribution. The holdefsoor common stock have no
preemptive, subscription, redemption or conversights. The rights, preferences and privilegesadflérs of our common
stock are subject to, and may be adversely affdnethe rights of the holders of any series ofgred stock, which may be
designated solely by action of our board of directnd issued in the future.

Potential Common Stock Issuances to March 31, 201dvestors

Pursuant to the terms of the securities purchaseagent 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 (as adjusted
for the one-for-four reverse stock split of our eonon stock that occurred on December 21, 2012),reveemjuired, subject to
certain limitations, to issue the investors in tir@ancing additional shares of common stock, feadditional consideration, in
an amount sufficient that the amount paid by eaghstor in the March 31, 2011 financing, when deddy the total number of
shares issued to each such investor (in the otiylaech 31, 2011 financing and as a result of tilistion adjustment) will
result in an adjusted price per share price paithbge investors equal to the original price pereipaid multiplied by a
fraction, (A) the numerator of which shall be (hg humber of shares of common stock outstandingeidiettely prior to such
issuance plus (2) the number of shares of comnumk $hat the aggregate consideration received by thgs offering would
purchase at the original purchase price; and (Bp#mominator of which shall be (1) the numberhaires of common stock
outstanding immediately prior to such issuance ()ishe number of such additional shares of comstook so issued,
including those shares issuable upon conversidheoPreferred Stock. This formula is intended t@lveeighted average
dilution adjustment. Based on an assumed offeriitgg pf $2.70 per share of common stock (whicleslast reported sales
price of the Company’s common stock on March 183@&nd $2,700 per share of Preferred Stock, weddimeirequired to
issue 460,943 additional shares to these investors.

Preferred Stock

The board of directors is authorized, subject tplamitations prescribed by law, without furthertear action by the
stockholders, to issue from time to time shargsreferred stock in one or more series. Each suddssef preferred stock shall
have such number of shares, designations, prefesenoting powers, qualifications, and specialetative rights or privileges
as shall be determined by the board of directohictwmay include, among others, dividend rightgingorights, liquidation
preferences, conversion rights and preemptivesight
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Series A Convertible Preferred Stock
The Preferred Stock will rank:
e senior to all of our common stock;

e senior to any class or series of our capitalist@reafter created specifically ranking by itsrtefjunior to the Preferred
Stock;

» on parity with any class or series of our capitatk hereafter created specifically ranking bytétsns on parity with th
Preferred Stock; and

* junior to any class or series of our capital stbekeafter created specifically ranking by its tes@sior to the Series
Preferred Stock;

in each case, as to distributions of assets upoliquidation, dissolution or winding up whetherlwotarily or involuntarily.

Each share of our Preferred Stock is convertilite 10000 shares of our common stock (subject tostfient as provided in
the related certificate of designation of prefeem)at any time at the option of the holder, predithat the holder will be
prohibited from converting Preferred Stock intorglsaof our common stock if, as a result of suchvecsion, the holder,
together with its affiliates, would own more tha@®% of the total number of shares of our commonlksthen issued and
outstanding.

In the event of our liquidation, dissolution, omaing up, holders of our Preferred Stock will reeed payment equal to
$0.0001 per share of Preferred Stock before anyegas are distributed to the holders of our comstock. Shares of
Preferred Stock will not be entitled to receive aiyidends, unless and until specifically declabgcbur board of directors. We
are not obligated to redeem or repurchase any sléiRreferred Stock. Shares of Preferred Stockatretherwise entitled to
any redemption rights, or mandatory sinking fun@walogous fund provisions.

Each holder of Preferred Stock is entitled to tamber of votes equal to the number of whole shafesmmon stock into
which the shares of Preferred Stock held by sudffeinds then convertible with respect to any ardreltters presented to the
stockholders for their action or consideration. déws of Preferred Stock vote together with the éxd@f common stock as a
single class, except as provided by law and extepthe consent of holders of a majority of théstanding Preferred Stock
will be required to amend the terms of the PrefeBtock.

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 exercigadant 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 (subjeentancrease, 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, stockssqtitl 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 ¢vent 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 tefraaah superior issuance shall automatically berjparated into the warrants.
In addition, upon the occurrence of a transactimolving a change of control that is (i) an allltésansaction, (ii) a “Rule 13e-
3 transaction” as defined in Rule 13e-3 under theu8ties Exchange Act of 1934, as amended, Qrirfiiolving a person or
entity not traded on a national securities exchatigeholders of the warrants will have the rigitong others, to have the
warrants repurchased for
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a purchase price in cash equal to the Black-Schale (as calculated pursuant to the warrantff)ethen unexercised portion
of the warrants. If while the warrants are outstagdwe issue any evidences of indebtedness, asiggtts or warrants to
subscribe for or purchase any security of the camppinen any holder of the warrants shall, uponr@se, have the right to
acquire the same securities as if it had exerdisedvarrants immediately before the date on whiodcard is taken for such
distribution, or, if no such record is taken, ttadedas of which the record holders of shares ofncomstock are to be
determined for the participation in such distribati The warrants expire on April 5, 2017.

April 2012 Placement Agent Warrants

As consideration for serving as our placement agentonnection with certain private placementsApril 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 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 8XA2arrants described above.

March 2011 $7.20 Warrants

On March 31, 2011 and on April 18, 2011, we isstexdain investors five-year warrants to purchaséuwmn aggregate of
890,083 shares of common stock at an exercise pfi$@é.20 per share. We are prohibited from efferthe exercise of any
such warrant to the extent that as a result of suencise the holder of the exercised warrant ieia#y owns more than 4.99%
in the aggregate of the issued and outstandingshudrour common stock calculated immediately afteing effect to the
issuance of shares of our common stock upon theiseeof the warrant. The warrants contain provisithat protect their
holders against dilution by adjustment of the pasghprice in certain events such as stock dividestdek splits and other
similar events. If at any time after the one yeari@ersary of the original issuance date of suctravas there is no effective
registration statement registering, or no curreaspectus available for, the resale of the sharesramon stock underlying the
warrants, then the holders of such warrants haveigit to exercise the warrants by means of alesskexercise. In addition, if
(i) the volume-weighted average price of our comrstmtk for 20 consecutive trading days is at 12a8800 of the exercise
price of the warrants; (ii) the 20-day averageyda#dding volume of our common stock has beenaattld3,750 shares; (i) a
registration statement providing for the resaléhefcommon stock issuable upon exercise of theantgiis effective and (iv)
the common stock is listed for trading on a naticegurities exchange, then we may require eaafehob exercise all or a
portion of its warrant pursuant to the terms désctiabove within seven business days followingitievery of a notice of
acceleration. Any warrant that is not exercisedfagesaid shall expire automatically at the enduwh seven-day period.

April 2011 $7.20 Warrants

On April 18 and April 21, 2011, we issued certaindstors five-year warrants to purchase up to aneagte of 39,584
shares of common stock at an exercise price o0}7e2 share. We are prohibited from effecting tkereise of any such
warrant to the extent that as a result of suchotsethe holder of the exercised warrant benefic@hns more than 4.99% in
the aggregate of the issued and outstanding sbams common stock calculated immediately aftefrgj effect to the
issuance of shares of our common stock upon theiseeof 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 ctutsee 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 state providing for the resale of the common sta@skiable upon exercise of the
warrants is effective, then we may require eaclédraio exercise all or a portion of its warrantquamt to the terms described
above within three business days following thew#eli of a notice of acceleration. Any warrant tisatot exercised as aforesaid
shall expire automatically at the end of such thteg period.
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March 2011 Placement Agent Warrant

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

Employee Warrants

On March 31, 2011, for work performed in connectigth the share exchange transactions and as lmmmogensation, we
issued Craig Shore, our chief financial officeigre¢ary 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 $7.20 Warrants desadibéove.

In consideration for financial consulting services, issued to The Benchmark Company, LLC, a coastjla five-year
warrant to purchase up to 12,500 shares of comnook at an exercise price of $6.00 per share. &mag of this warrant are
identical to the April 2011 $7.20 Warrants desdalib®ove, except that the exercise price for thigamh is $6.00 per share.

On March 31, 2011, we issued certain consultamésyfear warrants to purchase up to an aggregd2®000 shares of
common stock at an exercise price of $6.00 persfdre terms of these warrants are identical tdvthech 2011 $7.20
Warrants described above, except that the exgpcise for these warrants is $6.00 per share.

$4.92 Warrants

In connection with our share exchange transactoriglarch 31, 2011, we issued certain investorsamsrto purchase up
to an aggregate of 253,625 shares of our commak stoan exercise price of $4.92 per share. Theseawts may be exercised
any time on or before July 20, 2013 and were issuedchange for warrants to purchase up to 125000ihary shares of
InspireMD Ltd. at an exercise price of $10 per sh&lYe are prohibited from effecting the exercisamf such warrant to the
extent that as a result of such exercise the holtére exercised warrant beneficially owns moantB.99% in the aggregate of
the issued and outstanding shares of our commaek stdculated immediately after giving effect te iksuance of shares of
our common stock upon the exercise of the warirg. warrants contain provisions that protect theiders against dilution by
adjustment of the purchase price in certain evamth as stock dividends, stock splits and otheilagirvents. If at any time
there is no effective registration statement regiist), or no current prospectus available for,rdsale of the shares of common
stock underlying the warrants, then the holdersuch warrants have the right to exercise the westahmeans of a cashless
exercise. In addition, if at any time following tbee year anniversary of the original issuance dbtee warrants, (i) our
common stock is listed for trading on a nationalsities exchange, (ii) the closing sales pricewfcommon stock for 15
consecutive trading days is at least 165% of tleeaése price of the warrants; (iii) the 15 day ager daily trading volume of
our common stock has been at least 37,500 shade$vaa registration statement providing for tlesale of the common stock
issuable upon exercise of the warrants is effectiven we may require each investor to exerciseral portion 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 conlertiebentures to certain accredited investorsarotiginal aggregate
principal amount of $11,702,128 and at an origisslie discount of 6%. The convertible debenturesiman April 5, 2014, or
such earlier date as required or permitted by tinwertible debentures, upon which date the entitstanding principal balance
and any outstanding fees or interest will
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be due and payable in full. The convertible deberstbear interest at the rate of 8% per annum bayparterly beginning on
July 1, 2012, which rate is increased to 12% upwhduring the occurrence of an event of defauladdition, the convertible
debentures are convertible at the option of thdérslinto shares of our common stock at an irgtalversion price of $7.00 per
share, subject to adjustment for stock splits, &mental transactions or similar events. Upon caieerof the convertible
debentures, investors will receive a conversiomiwen equal to 8% per annum, with a limit of 12% floe term of the
convertible debentures, of the principal amounhfeionverted. The convertible debentures provideritb conversion may be
made if, after giving effect to the conversion, tteéder thereof would own in excess of 4.99% of autstanding common stock
(subject to an increase, upon at least 61 daygeby the holder of such warrant to us, of up.@9%). We may also force
conversion of the convertible debentures if, ambot®er things, the closing bid price on our comratatk equals or exceeds
165% of the conversion price for twenty consecutiaeing days, the minimum daily trading volume $ach period is
$1,100,000, all of the shares of common stock uUyiterthe convertible debentures during such peaaeither registered for
resale with the Securities and Exchange Commigsi@tigible for sale pursuant to Rule 144 and themo existing event of
default or event which, with the passage of timéhergiving of notice, would constitute an eventlefault during such period.

Commencing 18 months following the original issuadate of the convertible debentures, the investang require us to
redeem all or a portion of the convertible debegufor a price equal to 112% of the amount ofgipial to be redeemed plus
all accrued but unpaid interest and other amoumngsuthder the convertible debentures.

Commencing 6 months following the original issuadeé of the convertible debentures, we may reddkear a portion of
the convertible debentures for a price equal td/dbd2the amount of principal to be redeemed plua@rued but unpaid
interest and other amounts due under the convedisbentures.

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 warrantgniered into a
registration rights agreement with the purchasarsyant to which we agreed to provide certain tegfisn rights with respect
to the common stock issuable upon conversion ottmeertible debentures and exercise of the wasr&mecifically, we
agreed to file a registration statement with theuiges and Exchange Commission covering the eesailhe common stock
issuable upon conversion of the convertible delyestand 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 regibty 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 JulY92 2n the case of a no review, (iii) the registraistatement was not
declared effective by the Securities and Excharmam@ission by August 8, 2012 in the case of a reagwhe Securities and
Exchange Commission pursuant to which the Secsii@iel Exchange Commission issues comments oh@uegistration
statement ceases to remain continuously effectivenbre than 30 consecutive calendar days or nhare &n 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 ptaeet in an amount equal to 1% of the aggregatehpsecprice paid by such
purchasers per month of delinquency. Notwithstagdire foregoing, (i) the maximum aggregate liquedatiamages due under
the registration rights agreement shall be 6% efatpgregate purchase price paid by the purchasetqji) if any partial
amount of liquidated damages remains unpaid foentwan seven days, we shall pay interest of 18%peum, 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 regesieunder the
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registration statement have been sold, or arewiberlble to be sold pursuant to Rule 144 with@lime or manner-of-sale
restrictions, subject to the our right to suspendeder the use of the registration statement itageevents.

Lock-up Agreements

In connection with this offering, we, our executoficers, directors and certain of our other stuallders agreed, subject to
certain exceptions, not to offer, sell, contracsétl, announce any intention to sell, pledge beotise dispose of, enter into
any swap or other agreement that transfers, inevbioln part, the economic consequence of ownerdhigirectly or indirectly,
or file with the Securities and Exchange Commissigrgistration statement under the SecuritiesoA&033, as amended,
relating to, any common stock or securities conblerinto or exchangeable or exercisable for ampmon stock without the
prior written consent of Cowen and Company, LLG,d@eriod of 180 days after the date of the ctpsifithe offering. The
180-day restricted period will be automaticallyended if (i) during the last 17 days of the 180-t&stricted period we issue an
earnings release or material news or a materialterating to us occurs or (ii) prior to the exgion of the 180-day restricted
period, we announce that we will release earniegslts or become aware that material news or arialag@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 matesaht. We have been informed that concurrently #iénclosing of this
offering, Dr. Holzer intends to sell to Dr. Barand Dr. Barer intends to purchase from Dr. Hol$&00,000 of common stock
at the offering price per share. The underwritergehgranted a waiver for the sale of these sh@tesshares acquired by Dr.
Barer will be subject to the lock-up agreement dbsd above.

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 Gé@orporation Law. Section 203 generally prohibitsublic 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 stockholderming an interested stockholder;

« the interested stockholder owned at least 85%ef/oting 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

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

Section 203 defines a business combination to declu
e any merger or consolidation involving the corgima 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 tesnlthe issuance or transfer by the corporatfceng 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.
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In general, Section 203 defines an interested ktdker as any entity or person beneficially ownls§6 or more of the
outstanding voting stock of the corporation and aentjty or person affiliated with, or controllings controlled by, the entity or
person. The term “owner” is broadly defined to umg any person that, individually, with or throught person’s affiliates or
associates, among other things, beneficially olasstock, or has the right to acquire the stocletivr or not the right is
immediately exercisable, under any agreement oenstahding 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 acquirindding, 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 otakeover 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 prevailingkatprice.

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 otherwise deem tanlt@eéir best interests.
Therefore, these provisions could adversely affeetprice of our common stock. Among other thirms;, certificate of
incorporation and bylaws:

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

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

e provide that all vacancies, including newly ceshtlirectorships, may, except as otherwise requuyddw, 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 (teare allowing the holders of a majority of the gsa0of 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 stockholdeay be called only by our board of directors; and

e set forth an advance notice procedure with regatbe nomination, other than by or at the dietof 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.

Quotation

The shares of our common stock are currently quotetthie OTC Bulletin Board. We have applied forlieeng of our
common stock on the NYSE MKT under the symbol “NSRRe are not listing our Preferred Stock on anhextge or any
trading system and we do not expect that a tradiacket for our Preferred Stock will develop.
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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 cammon stock or Preferred Stock. For purposes sfdisicussion, a non-U.S.
holder is any beneficial owner of our common stoclreferred Stock that is not for U.S. federabme tax purposes any of
the following:

¢ anindividual citizen or resident of the Unitetht®s;

e acorporation (or other entity treated as a caian for U.S. federal income tax purposes) cikateorganized in the
United States or under the laws of the United Stateany state or the District of Columbia;

e apartnership (or other entity treated as a pastrip for U.S. federal income tax purposes);
e an estate whose income is subject to U.S. fedmrame tax regardless of its source; or

e atrust (i) the administration of which is sulijezthe primary supervision of a U.S. court andaolithas one or more
U.S. persons who have the authority to contradattistantial decisions of the trust or (ii) whicts Imaade 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 or
Preferred Stock, the tax treatment of a partnénérpartnership will generally depend on the stafuble partner and upon the
activities of the partnership. Accordingly, we uggatnerships that hold our common stock or PrefeBtock and partners in
such partnerships to consult their own tax advisegsrding the tax treatment of acquiring and hadiur common stock or
Preferred Stock.

This discussion assumes that a non-U.S. holdehwitl our common stock or Preferred Stock issuedyant to the
offering as a capital asset (generally, property Far investment). This discussion does not adsiedisaspects of U.S. federal
income taxation or any aspects of state, locabord.S. taxation, nor does it consider any U.Sefaldincome tax
considerations that may be relevant to non-U.Sldrslwhich may be subject to special treatmentiuddg. federal income tax
laws, including, without limitation, U.S. expatiat controlled foreign corporations, passive fareityestment companies,
insurance companies, tax-exempt or governmentanizgtions, dealers in securities or currency, bamlother financial
institutions, and investors that hold our commatktor Preferred Stock as part of a hedge, stramtdtenversion transaction.
Furthermore, the following discussion is based umemt provisions of the Internal Revenue Code3#6l as amended (the
“Code”), and Treasury Regulations and administeatind judicial interpretations thereof, all asfiee on the date hereof, and
all of which are subject to change, possibly wétraactive 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 aspading of shares of our common stock or Prefestedk.

Dividends

If we pay dividends on our common stock or Prefé®ock, those payments will constitute dividermisU.S. tax purposes
to the extent paid from our current or accumulaaahings and profits, as determined under U.Sr&tdecome tax principles.
To the extent those dividends exceed our curretheanumulated earnings and profits, the dividendlanstitute a return of
capital and will first reduce a holder’s adjustad basis in its common stock or Preferred Stocknbtibelow zero, and then
will be treated as gain from the sale of the comistock or Preferred Stock (see “— Gain on Disposittf Common Stock or
Preferred Stock”).

Any dividend paid out of earnings and profits toam-U.S. holder of our common stock or PreferraxtiSgenerally will be
subject to U.S. withholding tax either at a rat80% of the gross amount of the dividend or suglelorate as may be specified
by an applicable tax treaty. To receive the berméfi reduced treaty rate, a non-U.S. holder gdigeraust provide us (or
another relevant withholding agent) with an IntéfRavenue Service (“IRS”) Form W-8BEN certifyingalification for the
reduced rate.
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A non-U.S. holder eligible for a reduced rate o§Ufederal 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 afecgfely connected with a U.S. trade or businesglacted by the non-
U.S. holder will be exempt from such withholding.tdo obtain this exemption, the non-U.S. holdestprovide us (or
another relevant withholding agent) with an IRSR&V-8ECI properly certifying such exemption. Suéfeetively connected
dividends, although not subject to withholding tg&nerally will be subject to U.S. federal incorar tn 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 or Preferred Stck

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 or Preferred Stogless:

« the gain is effectively connected with a U.Sdea@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 holdingipe, more than 5% of our common stock or PrefeBtatk.
Generally, a corporation is a U.S. real propertiging corporation if the fair market value of its®J real property
interests equals or exceeds 50% of the sum ofdihenfarket value of its worldwide real propertyergsts and its other
assets used or held for use in a trade or busiliegs.are or have been a “USRPHC” at any timertyithe periods
described above and our common stock or Preferazk $ not regularly traded on an established $éesi market,
then the gain recognized on the sale or other digpo of our common stock or Preferred Stock moa-U.S. holder
would be subject to U.S. federal income tax regasibf the non-U.S. holder’'s ownership percentage.

In the case of a non-U.S. holder described initiselfullet point immediately above, the gain vbi# subject to U.S. federal
income tax on a net income basis generally in éimesmanner as if the non-U.S. holder were a UiSopeas defined under the
Code (unless an applicable income tax treaty pesvatherwise), and a non-U.S. holder that is adoreorporation may be
subject to an additional branch profits tax eqa@Q@% of its effectively connected earnings anditzrattributable to such gain
(or at such lower rate as may be specified by aticgble income tax treaty). In the case of anvittlial non-U.S. holder
described in the second bullet point immediatelyvah except as otherwise provided by an applicialcleme tax treaty, the
gain, which may be offset by certain U.S.-sourgatelosses, 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 stoBkederred Stock is considered to be regularly tlamiean established
securities market, only a non-U.S. holder who dbtua constructively holds or held (at any timerithg the shorter of the five
year period ending on the date of disposition errtbn-U.S. holder’s holding period) more than 5%wf common stock or
Preferred Stock will be subject to U.S. federabime tax, under the third bullet point immediatetypee, on the disposition of
our common stock or Preferred Stock. You shouldsaliryour own advisor about the consequences thadtlcesult if we are,
or become, a USRPHC.
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Conversion of Preferred Stock in Exchange for Commmo Stock

Non-U.S. holders will not recognize any gain osslby reason of receiving our common stock in exgkdor our Preferred
Stock upon conversion of the Preferred Stock, exgeim or loss will be recognized with respecttte fair market value of any
shares of our common stock attributable to dividendarages and generally will be treated as aeanise distribution, and
will be taxable, as described above under “—Dividkghto the extent of our earnings and profits.

Constructive Dividends

The conversion rate of our Preferred Stock is suligeadjustment in certain circumstances. Adjustisiéhat have the effect
of increasing the proportionate interest of holddrsur Preferred Stock in our assets or earniagsgive rise to deemed
dividend income to such holders. Similarly, a fegltio adjust the conversion price to reflect alsttividend or other events
increasing the proportionate interest of the haldérour common stock can, in some circumstandes,rige to deemed
dividend income to such common stock holders. Sisgmed dividend income is taxable to such holdetisa taxable year of
the adjustment (or failure to adjust). Any suchrded dividend with respect to our common stock efétred Stock would be
subject to U.S. federal withholding tax on dividéndome to the same extent as an actual distribuéie described above under
“— Dividends.” Because deemed distributions woubd give rise to any cash from which any applicahbittaholding tax could
be satisfied, we may withhold the U.S. federaldaxsuch dividend from any cash, shares of comnmokgir preferred stock,
or sales proceeds otherwise payable to a non-dl8eih

Backup Withholding and Information Reporting

Generally, we must report annually to the IRS tim@ant of dividends paid to each non-U.S. holded, twe amount, if any,
of tax withheld with respect to those dividendssifilar report is sent to each non-U.S. holder.sEhaformation reporting
requirements apply even if withholding was not iiegpll Pursuant to tax treaties or other agreemém®dRS may make its
reports available to tax authorities in the reaipgcountry of residence.

Payments of dividends to a non-U.S. holder mayubgest to backup withholding (at a rate of 28%)assl the non-U.S.
holder establishes an exemption, for example, bpgnly certifying its non-U.S. status on an IRSrRMW-8BEN or another
appropriate version of IRS Form W-8. Notwithstamgihe foregoing, backup withholding also may applye have actual
knowledge, or reason to know, that the beneficiater is a U.S. person that is not an exempt remipie

Payments of the proceeds from sale or other dispndiy a non-U.S. holder of our common stock @féred Stock
effected outside the United States by or throufgreign office of a broker generally will not belgect to information reporting
or backup withholding. However, information repodiwill apply to those payments if the broker doeshave documentary
evidence that the holder is a non-U.S. holderxamgtion is not otherwise established, and thedarblas certain relationships
with the United States.

Payments of the proceeds from a sale or other siigpo by a non-U.S. holder of our common stoclPoeferred Stock
effected by or through a U.S. office of a brokeneglly will be subject to information reportingcdabackup withholding (at a
rate of 28%) unless the non-U.S. holder establishesxemption, for example, by properly certifyitggnon-U.S. status on an
IRS Form W-8BEN or another appropriate versionRf IForm W-8. Notwithstanding the foregoing, infotioa reporting and
backup withholding also may apply if the broker hatual knowledge, or reason to know, that thedmisla U.S. person that is
not an exempt recipient.

Backup withholding is not an additional tax. Ratttee U.S. income tax liability of persons subjecbackup withholding
will be reduced by the amount of tax withheld. ifivaolding results in an overpayment of taxes,fané may be obtained,
provided that the required information is timelyrfished to the IRS.

Foreign Account Tax Compliance Act

Pursuant to recently enacted legislation, the gordiccount Tax Compliance Act, or FATCA, will impoa 30%
withholding tax on any “withholdable payment” t & “foreign financial institution” (as specificaltlefined for this purpose),
unless such institution enters into an agreemetht the U.S. government to collect and provide ®UthS. tax authorities
substantial information regarding U.S. account
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holders of such institution (which would includeteén equity and debt holders of such institutias well as certain account
holders that are foreign entities with U.S. ownexsjji) a foreign entity that is not a financiaktitution, unless such entity
provides the withholding agent with a certificatiolentifying the substantial U.S. owners of thetgnthich generally includes
any U.S. person who directly or indirectly owns mtran 10% of the entity. Under certain limitecconstances, a non-U.S.
holder might be eligible for refunds or creditssoth taxes.

“Withholdable payments” will include U.S.-sourceypgents otherwise subject to nonresident withholdéng and also
include the entire gross proceeds from the satmgfequity of U.S. issuers. The withholding tax &pply regardless of
whether the payment would otherwise be exempt th81 nonresident withholding tax (e.g., under thefplio interest
exemption or as capital gain). The Service is aighd to provide rules for implementing the FATCAthholding regime with
the existing nonresident withholding tax rules.

This withholding will apply to U.S.-source paymeptierwise subject to nonresident withholding taadeon or after
January 1, 2014 and to the payment of gross predeech the sale of any equity of U.S. issuers nader after January 1,
2017.

Estate Tax

Our common stock or Preferred Stock owned or tokaseowned by an individual who is not a citizemesident of the
United States (as specifically defined for U.S efied estate tax purposes) at the time of deathbailhcludible in the
individual’'s gross estate for U.S. federal estatepurposes and may be subject to U.S. federakastaunless an applicable
estate tax treaty provides otherwise.
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UNDERWRITING

We and the underwriters for the offering named Wwetave entered into an underwriting agreement veigipect to the
common stock and Preferred Stock being offeredje8tio the terms and conditions of the underwgitigreement, each
underwriter has severally agreed to purchase fremputo the number of shares of our common stodkPaeferred Stock set
forth opposite its name below. Cowen and Compahy;, Is the representative of the underwriters. Faheshare of Preferred
Stock purchased in the offering, we will reduce inenber of shares of common stock being sold iroffexing by 1,000.

Number of
Shares of Number of
Common Shares of
Underwriter Stock Preferred Stock
Cowen and Company, LLC
JMP Securities LLC
Total 11,111,11 11,11

The underwriting agreement provides that the ohiiga of the underwriters are conditional and meytdyminated at their
discretion based on their assessment of the dt#éte éinancial 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 agaipscified liabilities, including liabilities undéhe Securities Act of
1933, and to contribute to payments the undengriteaty 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 tibaditions 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 optigoutchase up to
an aggregate of the number of additional sharesmimon stock equal to 15% of the total sharesisallde offering at the
public offering price or $4.5 million, less the wmdriting discount set forth on the cover pagehi$ prospectus. The
overallotment option will allow the underwriterspgarchase up to 1,666,666 additional shares of acamstock. This option is
exercisable for a period of 30 days. The undervaiteay exercise this option solely for the purpafseovering overallotments,
if any, made in connection with the sale of comrmatutk offered hereby. To the extent that the undevs exercise this
option, the underwriters will purchase additiorfau®s of common stock from us in approximatelystime 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 of common stock.

We estimate that the total expenses of the offegrgluding underwriting discount and expense reirsdment, will be
approximately $650,000 and are payable by us. We hbso agreed to pay the reasonable out-of-pacists of the
underwriters up to $75,000, and the underwriteussiole legal fees and expenses up to $110,000dimgjwnderwriters’
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 of common stock

Public offering price of Preferred Stock
Underwriting discount for common stock
Underwriting discount for Preferred Stock
Proceeds, before expenses, to InspireMD, Inc.

The underwriters propose to offer the shares ofraomstock and Preferred Stock to the public aptiidic offering price
set forth on the cover of this prospectus. The nmdeers may offer the shares of common stock tugges dealers at the
public offering price less a concession not in escef $  per share. The underwriters may altowd, the dealers may reallow,
a discount not in excess of $  per share toratkalers. If all of the shares are not sold apthigic offering price, the
underwriters may change the offering price androtleing 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 commowlstan the NYSE MKT under the symbol “NSPR.”

Stabilization . In connection with this offering, the underwréenay engage in stabilizing transactions, ovetrakmt
transactions, syndicate covering transactions,Ipebials and purchases to cover positions creageshbrt sales.

e Stabilizing transactions permit bids to purchsisares of common stock so long as the stabilizidg to not exceed a
specified maximum, and are engaged in for the mewd preventing or retarding a decline in the reagkice of the
common stock while the offering is in progress.

» Overallotment transactions involve sales by theéanwriters of shares of common stock in exceshehumber of
shares the underwriters are obligated to purciidge.creates a syndicate short position which negither a covered
short position or a naked short position. In a cegteshort position, the number of shares overalioltty the
underwriters is not greater than the number ofeshtirat they may purchase in the overallotmenboptin a naked shc
position, the number of shares involved is gretiten the number of shares in the overallotmenbapfThe
underwriters may close out any short position bgreising their overallotment option and/or purchgsshares in the
open market.

* Syndicate covering transactions involve purchase®mmon stock in the open market after the ithistion has been
completed in order to cover syndicate short pasitidn determining the source of shares to clos¢haushort position,
the underwriters will consider, among other thirths, price of shares available for purchase irofsen market as
compared with the price at which they may purclssees through exercise of the overallotment optfdhe
underwriters sell more shares than could be coveyezkercise of the overallotment option and, tfeeee have a naked
short position, the position can be closed out dylypuying shares in the open market. A naked gyasition is more
likely to be created if the underwriters are coneerthat after pricing there could be downward sues 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 reckasalling concession from a syndicate member wihermémmon stoc
originally sold by that syndicate member is purethim stabilizing or syndicate covering transacitmcover syndicai
short positions.

These stabilizing transactions, syndicate coveriagsactions and penalty bids may have the effe@ising or maintaining
the market price of our common stock or preventingetarding a decline in the market price of aumeon 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 represientar prediction as to the effect that the tratisms described above may
have on the price of our common stock. These tdiogs may be effected in the over-the-counter etaok otherwise and, if
commenced, may be discontinued 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 stockédver-the-counter market or the NYSE MKT, wheteld, in accordance
with Rule 103 of Regulation M under the Securifischange Act of 1934, as amended, during a peredore the
commencement of offers or sales of common stockeatehding through the completion of the distribotiA passive market
maker must display its bid at a price not in exa#gshe highest independent bid of that securitywidver, if all independent
bids are lowered below the passive market makéd'sthat bid must then be lowered when specifiedtipase 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 giwep not to offer, sell, contract to sell, annceiany intention to sell, pledge
or otherwise dispose of, enter into any swap oerdgreement that transfers, in whole or in phe,economic 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,ccommon stock or securities convertible into actengeable or exercisable
for any common stock, including the Preferred Steakhout the prior written consent of Cowen and@any, LLC, for a
period of 180 days after the date of the pricinghefoffering. The 180-day restricted period wal dutomatically extended if (i)
during the last 17 days of the 180-day restrictedopl we issue an earnings release or material peasnaterial event relating
to us occurs or (ii) prior to the expiration of th80-day restricted period, we announce that wereldéase earnings results or
become aware that material news or a material evilrccur during the 16-day period beginning e tast day of the 180-
day restricted period, in either of which casertésdrictions described above will continue to appiyil the expiration of the 18-
day period beginning on the issuance of the easnielgase or the occurrence of the material newsaterial event.

This lock-up provision applies to common stock &mdecurities convertible into or exchangeablexaresable for or
repayable with common stock, including the Pref#@eock. It also applies to common stock and PrefeStock owned now or
acquired later by the person executing the agreeardor which the person executing the agreemeet lacquires the power of
disposition. The exceptions permit us, among dthiegs and subject to restrictions, to: (a) issaamon stock or options
pursuant to employee benefit plans, (b) issue comstack upon exercise of outstanding options oraves, (c) issue securities
in connection with acquisitions or similar transaes or (d) file registration statements on Forr@. 3he exceptions permit
parties to the “lock-up” agreements, among othiglgthand subject to restrictions, to: (a) partitgpga tenders involving the
acquisition of a majority of our stock, (b) pantiate in transfers or exchanges involving commoaokste securities convertible
into common stock or (¢) make certain gifts. Inieidd, the lock-up provision will not restrict brek-dealers from engaging in
market making and similar activities conductedhia trdinary course of their business.

We have been informed that concurrently with thsicig of this offering, Dr. Holzer intends to sellDr. Barer, and Dr.
Barer intends to purchase from Dr. Holzer, $100,60€ommon stock at the offering price per share Tinderwriters have
granted a waiver for the sale of these sharessiiages acquired by Dr. Barer will be subject toltlo&-up agreement described
above.

Electronic Offer, Sale and Distribution of Shares A prospectus in electronic format may be madslable on the
websites maintained by one or more of the undegvgior selling group members, if any, participaimghis offering and one
or more of the underwriters participating in thffeang may distribute prospectuses electronicdllye representatives may
agree to allocate a number of shares to underwrdted selling group members for sale to their entirokerage account
holders. Internet distributions will be allocatedthe underwriters and selling group members ththinmake internet
distributions on the same basis as other allocstioher than the prospectus in electronic forthatjnformation on these
websites is not part of this prospectus or thestegfion statement of which this prospectus forrpars, 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 othwarfcial services for us and our
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affiliates for which they are received, and mayhia future receive, customary fees. JMP Seculliti€3 previously acted as our
placement agent in connection with certain priygéeements. As consideration for such servicegymii 5, 2012 we issued
JMP Securities LLC a five-year warrant to purchageo 9,917 shares of common stock at an exercice @f $7.20 per share.
These warrants were not registered under the Siesubict or the securities laws of any state, ardevwoffered and sold in
reliance on the exemption from registration affarthy Section 4(2) and Regulation D (Rule 506) uritlerSecurities Act, and
corresponding provisions of state securities lavgch exempt transactions by an issuer not invghampublic offering. IMP
Securities LLC was an accredited investor (as eefiny Rule 501 under the Securities Act) at the tifithe private placement.

Foreign Distribution
United Kingdom Each of the underwriters has represented arekeghat:

* it has not made or will not make an offer of #eeurities to the public in the United Kingdom writthe meaning of
section 102B of the Financial Services and MarRets2000 (as amended) (FSMA) except to legal exgtitivhich are
authorized or regulated to operate in the finanwiatkets or, if not so authorized or regulated, sehcorporate purpose
is solely to invest in securities or otherwise iltemstances which do not require the publicatiprug of a prospectus
pursuant to the Prospectus Rules of the Finaneili&s Authority (FSA);

* it has only communicated or caused to be comnat@itand will only communicate or cause to be conicated an
invitation or inducement to engage in investmetivég (within the meaning of section 21 of FSMA) persons who
have professional experience in matters relatigwestments 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

e it has complied with and will comply with all aggable provisions of FSMA with respect to anythishgne 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 thi®ppectus 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 Eurogeeonomic 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 Releamber State (the Relevant Implementation Datea$ not made and will
not make an offer of the securities to the publithiat Relevant Member State prior to the publicabf a prospectus in relation
to the securities that has been approved by th@etamt authority in that Relevant Member Statevtvere appropriate,
approved in another Relevant Member State andiedtid the competent authority in that Relevant MentState, all in
accordance with the Prospectus Directive, excegititimay, with effect from and including the Redet Implementation Date,
make an offer of the securities to the public attRelevant Member State at any time:

» tolegal entities which are authorized or regedeto operate in the financial markets or, if remasthorized or regulated,
whose corporate purpose is solely to invest in r5ies;

« to any legal entity which has two or more of §h)average of at least 250 employees during thétascial 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 puntsteeArticle 3 of the
Prospectus Directive.

Each person in a Relevant Member State who recaiwesommunication in respect of, or who acquirgssecurities
under, the offer contemplated in this prospectukheideemed to have represented, warranted aeeé@dgo and with us and
each underwriter that:

» itis a qualified investor within the meaning oétlaw in that Relevant Member State implementintiche 2(1)(e) of th
Prospectus Directive; and
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* inthe case of any securities acquired by it isancial intermediary, as that term is used iticle 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 tharifigahinvestors, as
that term is defined in the Prospectus Directivenaircumstances in which the prior consent &f tbpresentative of
the underwriters has been given to the offer aalee®r (2) where securities have been acquireit dry behalf of
persons in any Relevant Member State other thalifigdeénvestors, the offer of those securitiestts not treated und
the Prospectus Directive as having been made tosersons.

For the purposes of the provisions in the two imiaedly preceding paragraphs, the expression aef'off the securities to
the public" in relation to the securities in anglévant Member State means the communication if@any and by any means
of sufficient information on the terms of the oferd 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. 8984 (as amended), the Dubai International Find&gavices Authority
Offered Securities Rules and the Dubai Internati&iveancial Exchange Listing Rules, accordinglyotiterwise.

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 mayffeeed 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 Cehtivho qualify as sophisticated investors underdhevant laws and
regulations of the United Arab Emirates or the fzeme concerned. We and the representative reprasémnvarrant 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 inv@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.

Quialified Investors may have to submit written evide that they meet the definitions set out imefRirst Addendum to
the Israeli Securities Law, 5728 — 1968. In pafticuve may request, as a condition to be offemsdmon 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 Firstddddum to the Israeli Securities Law, 5728 — 19®8which of the categories
listed in the First Addendum to the

135




TABLE OF CONTENTS

Israeli Securities Law, 5728 — 1968 regarding Qiealilnvestors is applicable to it; (iii) that iilabide by all provisions set
forth in the Israeli Securities Law, 5728 — 1968 &me regulations promulgated thereunder in commeetith the offer to be
issued common stock; (iv) that the shares of comstock that it will be issued are, subject to exgoms available under the
Israeli Securities Law, 5728 — 1968: (a) for itsnomeccount; (b) for investment purposes only; andh@t issued with a view to
resale within the State of Israel, other than icoadance with the provisions of the Israeli Se@sitaw, 5728 — 1968; and (v)
that it is willing to provide further evidence @$ iQualified Investor status. Addressed Investaag hrave to submit written
evidence in respect of their identity and may haveign and submit a declaration containing, iater, the Addressed
Investor's name, address and passport numbera®lilgentification number.
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LEGAL MATTERS

Haynes and Boone, LLP, New York, New York, has pdsgon the validity of the securities offered lsyunder this
prospectus. The underwriters are being represdayt&keed Smith LLP, New York, New York, in conneatiwith the offering.

EXPERTS

The financial statements as of June 30, 2012, Deeefil, 2011 and 2010 and for the six months edded 30, 2012 and
three years in the period ended December 31, 2@ldded in this prospectus have been so includeglisance on the report
(which contains an explanatory paragraph relatingur ability to continue as a going concern asiilesd in Note 1 to the
financial statements) of Kesselman & KesselmanACs?a member firm of PricewaterhouseCoopers latéynal Limited, an
independent registered public accounting firm, giea the authority of said firm as experts in daditand 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 Sexugt of 1933, as amended, with respect to owriess offered by this
prospectus. The registration statement containiiawial information about us.

We file annual, quarterly and current reports, gretatements and other information with the Selasriind Exchange
Commission under the Securities Exchange Act o#188 amended. Our Securities and Exchange Conomiitihgs are
available to the public over the Internet at theusities and Exchange Commission’s websitbtgt://www.sec.govYou may
also read and copy any document we file at the f8m=suand Exchange Commission’s public referemoer 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 islake 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 Accountindrirm

To the shareholders of
InspireMD, Inc.

In our opinion, the accompanying consolidated bzgasheets and the related consolidated statemeope@tions, changes
in equity (capital deficiency) and cash flows predairly, in all material respects, the finangiasition of InspireMD, Inc. (the
“Company”) and its subsidiaries at June 30, 201&;dnber 31, 2011 and 2010, and the results opésations and its cash
flows for the six month period ended June 30, 282 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 audit. We conducted our audit of these stat¢sriaraccordance with the standards of the Puldim@any 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 examinorga 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 belitat our audit provide a
reasonable basis for our opinion.

The accompanying consolidated financial statemiesge been prepared assuming that the Companyaomiirzie as a
going concern. As discussed in Note 1 to the cassigld financial statements, the Company has hadniag losses, negative
cash flows from operating activities and has sigaift future commitments that raise substantiabtlabout its ability to
continue as a going concern. Management'’s plaresgard to these matters are also described in Ndthe financial
statements do not include any adjustments thattmégllt from the outcome of this uncertainty.

Tel Aviv, Israel /s/Kesselman & Kesselman
September 11, 2012, except for Note 16 Certified Public Accountants (lsr.)
for which the date is January 3, 2013 A member of PricewaterhouseCoopers Internationaiteid
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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 1,70¢
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« $ 1046t $ 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; 17,040,040, 17,044,737 and 12,465,R&fes issued
and outstanding at June 30, 2012 and Decembei031, é&nhd 2010
respectively 2 2 1
Additional paid-in capital 49,10¢ 43,39: 21,06:
Accumulated deficit (43,727 (36,647) (21,97¢)
Total equity (capital deficiency) 5,38¢ 6,75¢ (919
Total liabilities and equity (less capital deficog $16,01« $1046F $ 4,35t

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

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

6 month period
ended June 30,

2012

Year ended December 31

2011

2010

2009

REVENUES $
COST OF REVENUES

GROSS PROFIT

OPERATING EXPENSES:
Research and development
Selling and marketing

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)

Total operating expenses

LOSS FROM OPERATIONS
FINANCIAL EXPENSES (INCOME), net

LOSS BEFORE TAX EXPENSES
TAX EXPENSES

NET LOSS $

NET LOSS PER SHARE — basic and
diluted $

WEIGHTED AVERAGE NUMBER OF
ORDINARY SHARES USED IN
COMPUTING NET LOSS PER
SHARE - basic and diluted

2071 $ 6000 $ 494 $ 3,411
1,377 3,011 2,69¢ 2,291
694 2,99: 2,25¢ 1,12¢
2,607 2,47¢ 1,33¢ 1,33(
1,24¢ 1,97¢ 1,23¢ 1,04¢
3,99¢ 12,27¢ 2,89¢ 1,467
7,85. 16,72: 5,472 3,831
(7,15¢) (13,729 (3,219 (2,717
(109 934 154 (40)
(7,049 (14,669 (3,379 (2,677)
32 2 47 47
(7.08) $ (14669 $ (3420 $ (2,729
(041 $ (09 $ (029 $ (029
17,044,22  15359,92  12,308,63  11,914,71

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

F-5




TABLE OF CONTENTS

INSPIREMD, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CAPIT AL DEFICIENCY)

Ordinary shares

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

Additional Total equity

Number of Par paid-in Accumulated (capital
shares value capital deficit deficiency)

U.S. dollars in thousands

11,765,48 $ $ 1596 $(15,83) $ 134
(2,729 (2,729

114,68: * * *

594 594
(30€) (30€)

204,43: * 96¢ 96¢
12,084,59 17,21¢ (18,556 (1,339
(3,420 (3,420

1,64( 1,64(

424 424

381,35! * 1,781 1,781
12,465,95 21,06: (21,976) (914
(14,665 (14,66Y

748,44¢ * 11,60¢ 11,60¢

3,248,06 7,658 7,65¢

200,71 * 80¢ 80¢

250,00( * 1,50( 1,50(

131,55¢ * 76€ 76€

17,044,73  $ 2 $4339° $(36,64) $ 6,75¢
(7,081) (7,081

1,94+ 1,94«
(4,697 * (22) (21)

3,79( 3,79(

17,040,04 $ 2 $49,10¢ $(43,72) $ 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 warrantef 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
1,94¢ 9,59( 1,62( 562
(6) 8 (12) (10
(21) (69) 36 (32)
46( (1,439 337 (969)
(14€) (50 9 27
47 261 72z 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€
1,50(C
41¢
1,07¢
(94) (375) (281)
21
(20) (20)
(1,000 (720
9,75: 10,66¢ 3,031 65E
— (221) (21) 41
5,19(C 4,45¢ 26C (1,199
5,09¢ 63€ 37¢€ 1,571
$ 10,28« $ 509/ $ 63€c $ 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 Delawargoaation formed
on February 29, 2008. On March 28, 2011, the Comphaanged 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 Isra@lgril 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”). PursuartheExchange Agreement, on March 31, 2011, thgirkis!D
Shareholders transferred all of their ordinary shan InspireMD Ltd. to the Company in exchangelfbj617,977 newly
issued shares of common stock of the Company (thigal Share Exchange”). In addition, the remaghmolders of
InspireMD Ltd.’s ordinary shares separately trarref@ all of their ordinary shares of InspireMD Ltd.the Company, in
exchange for an aggregate of 1,048,689 newly issharks of common stock of the Company (the “FolimShare
Exchange”) and, together with the Initial Share lamge, the “Share Exchange”). As a result of trer&Exchange,
InspireMD Ltd. became a wholly owned subsidiarytef 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 saphlisneein 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 endithe Company subcontracts the manufacturintg 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 approxiniate4.4 million. The Company’s management beliethes its working
capital as of June 30, 2012 of approximately $18ilBon 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 artlgat 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 technaldgienhance or complement the Company’s prodfetings.

However, the Company may be
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INSPIREMD, INC.

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 termieTterms 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 stetes, the most significant estimates and assungptiate 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-etamy items are based on historical exchange rates.

d. Principles of consolidation

The consolidated financial statements include tw@ants of the Company and of its subsidiariegraampany
transactions and balances have been eliminated agrmolidation.

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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 subjaet Company to a concentration of credit risk cetnsi cash, cash
equivalents and restricted cash, which are degbsitenajor financial institutions in the “U.S.” rlel and Germany,
and trade accounts receivable. The Company’s tiadeunts receivable are derived from revenues ddrom
customers from various countries. The Company peidmngoing credit evaluations of its customersaficial
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 bageshithe
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 aréetgeagainst “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 thgyraach their expiration dates. The Company regukarbluates the
carrying value of the Company’s inventories and mylie the Company’s opinion, factors indicate tingpairment
has occurred, the Company establishes a reseriresatfee inventories’ carrying value. The Company’s
determination that a valuation reserve might beiireqg and the quantification of such reserve regoianagement
to utilize significant judgment. With respect taov@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 equipmelgss 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 impatroferges relating to its property, plant and eongpt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES - (contin ued)

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 “Accopatable 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 revereleged to sales for which the rate of return cate 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 estimagidyuhe 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 eegdor awards with only service conditions thatehgraded
vesting schedules using the accelerated multigiemppproach.

The Company accounts for equity instruments issae¢kird party service providers (non-employeeg)rdrording
the fair value of the options granted using anapfiricing model, at each reporting period, untibeds are vested
in full. The expense is recognized over the vespiegod using the accelerated multiple option apphno

However, when the grant relates to options gratuedird parties as consideration for introducingedstors to the
Company, the costs are recorded as issuance obgig, various financial instruments issued.

In addition, certain share-based awards of the Gomppare performance based and dependent upon exgheartain
goals. With respect to these awards, the compaiyates the expected pre-vesting award probalfigy the
performance conditions will be achieved. The Conmypamly recognizes expense for the shares thatqueceed 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES - (contin ued)

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 poliayiisciude
interest and penalties related to unrecognizedégefits within “Financial expenses (income)-net”.

0. 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 tasesswill 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 distributionstisysubsidiary.
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 endedchibere31, 2011, 2010 and 2009, respectively.

g. Net loss per share

Basic and diluted net loss per share is computediigting the net loss for the year by the weighdedrage number
of ordinary shares outstanding during the year. @dieulation of diluted net loss per share exclynEsntial
ordinary shares as the effect is anti-dilutive etial ordinary shares are comprised of incremenmtihary shares
issuable upon the exercise of share options, wigreard convertible loans.

For the six month period ended June 30, 2012, dsawéhe years ended December 31, 2011, 2010 @0@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 8,117,577 for the six month period ended Bh&012, and 5,406,613, 2,375,528 and 1,469,3héoyears
ended December 31, 2011, 2010 and 2009, respsctivel

r. Segment reporting
The Company has one operating and reportable segmen
s. Factoring of receivables

The Company entered into factoring agreements atimguto $1,200 thousand and $942 thousand duriegéars
ended December 31, 2011 and 2010, respectivell,cgitain banking institutions on
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a non-recourse basis. The factoring of trade ret#s 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, $18sdml 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 factorimgesgents are excluded from 'Accounts receivablel@tan the
Consolidated Balance Sheets and are reflectedsaspeavided by operating activities on the Consiéd
Statements of Cash Flows. The banking institutiat o recourse to the Company’s assets for fadfidebtors 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 ratgkhat are accessible at the measurement daasdets or
liabilities. The fair value hierarchy gives the Iést priority to Level 1 inputs.

Level 2: Observable prices that are based on $npott quoted on active markets, but corroboratechéket data.

Level 3: Unobservable inputs are used when littlao market data is available. The fair valuedrehny 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 changdgaiinvalue 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 convergidce (after
allocation of the total proceeds) on the measur¢uheie, the conversion feature is considered “beia¢fto the
holder. If there is no contingency, this differeséreated as issued equity and reduces the ngrwglue of the host
debt; the discount is accreted as deemed intenetsteodebt. See Note 6a(4)(B).

F-13




TABLE OF CONTENTS

INSPIREMD, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES - (contin ued)

w. Embedded derivatives

Embedded derivatives in debt contracts that areleatrly 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 issuandetlaff that was sold with detachable warrants tieatkassified
as liability as follows: first to the warrants besmn their full fair value; then to any embedded\dgives in the debt
that require bifurcation at their fair values; ththe residual amount of the proceeds to the delgt.N®te 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 egfitin 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)ctbsing quantitative information about the unobaéte inputs used
within the Level 3 hierarchy.

Effective January 1, 2012, the Company adopted 2811L-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 $ — % — % 1,04¢
2012 Warrants at fair value 2 1,70¢
Embedded derivative 3 49

$ 1,75t  $ — 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 measuaents are estimated
utilizing Level 3 inputs:

Embedded
Derivative Convertible Loan

($ in thousands) ($ in thousands)
Balance as of January 1, 2010 $ — $ —
Issuances 1,132

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 $ 49  $ —

Level 3 liabilities include an embedded derivatiglated to the Company’s senior secured convertielenture due
April 5, 2014, as described in Note 6a. The Compaaiyes the Level 3 embedded derivative using sermally
developed valuation model, whose inputs includevery rates, credit spreads, stock prices, andilitiés, 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 aagesef 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 Leveé$ 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@bpectively; 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 valte fair value of

F-15




TABLE OF CONTENTS

INSPIREMD, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 3 — FAIR VALUE MEASURMENT - (continued)

the Company’s senior secured convertible debemtueeApril 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 142 12¢ 15
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 totaledoqpately $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 ofeseance 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 thneinthly salary, made in their name with insuram@ganies. Payments
in accordance with section 14 relieve the Compaomfany future severance payments to these em@oyee

The severance pay liability of the Company forrit of its employees, which reflects the undistedmmount of the
liability, is based upon the number of years of/merand the latest monthly salary. The severaagdigbility is partly
covered by insurance policies and by regular dépasth recognized severance payment funds. Thepaasnmay only
make withdrawals from the amounts funded for thgopse of paying severance pay. The severance penses 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,&042009, 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 expenseisdalfyear 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 835,866 shares of its common stoahk akercise price
of $7.20 per share in a private placement tranmadti exchange for aggregate gross proceeds 00@0 thousand. The
2012 Convertible Debentures bear interest at anamate of 8% (payable quarterly beginning on Iyl2012) and are
convertible at any time into shares of common stckn initial conversion price of $7.00 per share.

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
$7.00 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 woudgheifially 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 noticétte 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 hgldireast 60% of
the 2012 Convertible Debentures, the Company nealgtem all of the 2012 Convertible Debentures ih éas
112% of the outstanding principal, together withualpaid and accrued interest, all interest thatlddave been
payable through the maturity date and any othenemsodue under the 2012 Convertible Debentures(somount,
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 issuadate 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 unde2@i2
Convertible Debentures.

D. Company’s noncontingent redemption option

Commencing 6 months following the original issuadaée of the 2012 Convertible Debentures, the Compaay
redeem all or a portion of the 2012 Convertible &whres for a price equal to 112% of the amoutioicipal to be
redeemed plus all accrued but unpaid interest #ret amounts due under the 2012 Convertible Debesitu

E. Covenants

The 2012 Convertible Debentures contain certaireoaxts 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;
4. permit liens on assets or conduct sales of gisset

effectuate stock splits until April 5, 2013, eptin connection with an initial listing on a raatal
securities exchange or to meet the continued disgiguirements 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 ContdetDebentures are outstanding, distributes thaters of
common stock evidences of its indebtedness orsaésetuding cash and cash dividends) or rightwamrants to
subscribe for or purchase any security other tharcommon stock, then, upon any conversion of 22
Convertible Debentures, the holder shall be edtiitereceive such distribution to the same extesit the holder
would have if the holder had held the number ofvession shares issued upon such conversion ofah2 2
Convertible Debentures immediately before the datevhich a record was taken for such distribut@mf 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 835,866
shares of common stock. The 2012 Warrants haveital exercise price of $7.20 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\a 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, 9Qririiiolving 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 repurciasadourchase price in cash equal to the Bladiefs value
of the then unexercised portion of the 2012 Wastant

E. Pro rata distributions

Similar to the 2012 Convertible Debentures, the2@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
78,078 shares of the Company’s common stock akartise price of $7.20 per share to the placemgenta

4) Accounting treatment
A. 2012 Warrants

The Company determined, based on the provisio#sS@f 480-10-25-8, that equity classification is pueed
because of the redeemable option of the holddteievent of a change in control (in certain caadg), which is an
event that is not within the Company’s control. Aingly, the 2012 Warrants are classified aslalitg 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-fineéerest 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’ iogeint redemption option based on the guidancelatigd in
Topic 815, and concluded that the holders’ contigedemption option is not clearly and closelated 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 reladetie 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 thousanddas the residual amount after the allocationtio&io
components as described above. In addition, an anwd$3,790 thousand was recognized as a BCF stghia
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 20t2mRknt
Agents Warrants valued at $262 thousand as ofémsaction 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 thes@lidated Balance Sheets and will be amortizend the loan
period using the effective interest method unt# thaturity date.

In July 2010, InspireMD Ltd. entered into a secesitpurchase agreement, pursuant to which InspirékdDissued (i)
8% senior convertible debentures in the principabant of $1.58 million (the “2010 Convertible Delbemes”) and (ii)
three year warrants (the “2010 Warrants'purchase up to 253,628 shares of common stoah exercise price of $4.
per share (as adjusted for the Share Exchangerhmaage for aggregate gross proceeds of $1.58millihe 2010
Convertible Debentures accrued interest at theamate of 8% and were payable on the later dfz© 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 issuancehaf 2010 Convertible Debentures (the “Original MiyuDate”);
provided however, that so long as the Company wasrdefault under the 2010 Convertible DebentulrespireMD
Ltd. had the right to extend the maturity dateh&f 2010 Convertible Debentures to nine monthsyiatig the Original
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 applicabihe, holders of the 2010 Convertible Debentures haaption to
convert the 2010 Convertible Debentures into shafeemmon stock of the surviving corporation atd®6per 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 conirex
ordinary shares of InspireMD Ltd. at a 15% discdorthe pricing of the new financing.

Finally, if an event of default had not occurrexddany 2010 Convertible Debentures were still @uiging,
following the Second Maturity Date, such 2010 Caotilse 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 weeasured 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 DebentuamJaction were allocated to the 2010 Convertibleebaures at
their fair value with the residual proceeds asditzethe 2010 Warrants as follows:

¢ 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 outstandingipehand
interest due under such debentures in exchanghéoes of common stock and warrants as part cCtmepany’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 reasid by the Company in May 2011, plus all acdrim¢erest
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 Camyps common stock at a price of $4.92 per shat® {#ior to
the Share Exchange), or (ii) the Company’s prodtiet price of 400 euro per unit (which represetiednarket
price for the Lender);

¢ inthe event that the Company did not close aesbachange or similar transaction by June 1, 201l ender
had the right to extend the loan and its termaufoto 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@@#nd convertible loan in exchange for 20,290 shafre
common stock of the Company.

In April 2008 InspireMD Ltd. entered into a conible 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 oagynshares of InspireMD Ltd. if InspireMD Ltd. cofeted a
financing that resulted in at least $1 million (&jfied financing”), at the lower conversion priog (i) $5.92; 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
(“IPO”) or upon a consolidation, merger or salefassets or shares of InspireMD Ltd. (“exit tractton”), at the
lower conversion price of: (i) $5.92; or (ii) a dint of 20% on the price per share in such exitdaction.

In accordance with ASC 470-20, “Debt with Convensamd Other Options”, the Company determined tHaCE
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 timeB6& 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 relatéleto
redemption of the beneficial conversion feature tuad related to the convertible loan, based orgtlidance 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 wasnie.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) keguie 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 criéuk 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 agreemente 58,704
ordinary shares to the bank. Subsequently, Insfirékdl. estimated the fair value of the First Lottre Second Loan, the
credit line and the 58,704 ordinary shares issaetd 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 58,704 ordinary shares issued to the bar$#i290 thousand

The First Loan was subsequently measured at aradrtiast on the basis of the effective interest owethver the loan
period.

The Second Loan option and the credit line have beeorded in the Consolidated Financial StatemiarifSinancial
expenses” during 2009.

The 58,704 ordinary shares were recorded as egoyrding 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 igagshthan 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 atimy rent payment of $1 thousand. In 2010, the peniod was
extended for an additional year, and the rent paysiaecreased 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 cdi@wcy agreement (the “2008 Consultancy Agreement”)
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 émgent”)
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 newsaltancy agreement (the “2012 Consultancy Agre¢thhpursuar
to which the consultant would be retained for salevices. Pursuant to the agreement, she wouldtliked 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%eaement 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 Insirétd. 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 emyteent agreements with the Company’s president faed 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 entitiedédrtain social and fringe benefits as set fartthe employment
agreements, which totaled 25% of their gross sateryvell as a company car. Each officer was aititled! to a
minimum bonus equivalent to three monthly grosarggbayments based on achievement of objectiveboaant! 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 fullidg 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 ComyfgaCEO and president agreed to formally termiriagdr
consulting agreement upon the execution of an eynmat agreement with the Company on substantibéysame
terms as their consultancy agreements. A new empay agreement, however, was never executed wtitarei
party.

On June 1, 2012, the president of the Companyrredign 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 Amecigarpany 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 Compamgmmon stock. See Note

h. Balances with related parties:

December 31

June 30
2012 2011 2010
($ in thousands)
Current liabilities:
Trade payable $ — 3 2 3 3
Other accounts payable $ 48 $ 22 % 121
Loans from shareholders $ — % — $ 20
i. Transactions with related parties:
6 month period Year ended December 31
ended June 30,
2012 2011 2010 2009

($ in thousands)

Expenses:
Share-based compensation $ 1,36¢ $ 8,21: $ 23¢ $ —
Salaries and related expenses  $ 261 $ 147 $ 241 $ 152
Consulting fees $ 10& $ 44E $ 22€ $ 194
Financial expenses $ 1
Rent income $ 2 $ (16 $ (@15 $ (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 minimeesé obligations for office rent under non-candelab
operating lease agreements were as follows:

($ in thousands)

Year Ended June 30:

2013 $ 34¢
2014 32C
2015 122

$ 787
2) The Company leases its motor vehicles undercamaelable operating lease agreements.

As of June 30, 2012, the aggregate future minimeesé obligations for motor vehicles under non-dahte
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 §ieeagreement 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 liensumting to $37 thousand to Bank Mizrahi in conrettivith

the Company’s credit cards.
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NOTE 9 — COMMITMENTS AND CONTINGENT LIABILITIES —  (continued)
d. Litigation:

The Company is a party to various claims 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 potgaor in an amount or range of loss that is estie

In February 2011, representatives of a third padicated 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 62,500 shares of the Company commoh.sto date, no lawsuit has been filed and the Gomhas
not accrued a provision in connection with this terabecause the Company’s management, after coimgjdbe
views of its legal counsel as well as other factizrsf the opinion that a loss to the Companyeiher 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 507,256 shathe @ompany’s common stock at an exercise pricg@f04 per
share in the Magistrate’s Court in Tel Aviv, claigiunpaid back wages and commissions. The faievailthose
options was valued using the Black-Scholes valnatiodel at $2.5 million as of the period he clain@be entitled
to the options. In June 2012, the parties reactsadtlement agreement for a payment of $88 thoubgride
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 agahest
Company for options to purchase 124,014 shardseo€bompany’s common stock at an exercise pric® @8 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 legalresel as well
as other factors, recorded a share-based compamsaiense of $134 thousand in 2006, in respesgvfces
allegedly provided in 2005 and 2006.

In November 2010, a former legal advisor of the @any submitted in the Magistrate’s Court in TelAgiclaim
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 thenpthon 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, follgwimediation held in January 2012, the partieshexthe
following settlement agreement: (i) the plaintiffadl be the owner of options to purchase 48,697eshaf common
stock of the Company and withdraw their claim fog temaining 75,318 options; and (ii) the Compaoybd
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 submittedazntlgainst the Company in the amount of $327 twodisn the
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 $327 ¢had in the financial statements in the first qeraof 2011. The
related expense has been recorded to “Generaldmiuhistrative” within the Consolidated Statemert©perations.
On October 5, 2011, the Company filed a counténchgainst the plaintiff in the amount of $29 thand.

In August 2011, a former senior employee submitbettie 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 eoige 121,742
options to purchase shares of the Company’s constumk at an exercise price of $0.004 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 27s8@@es of the Company’s common stock at an exegpdise of
$1.80 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 9,772 sloditee Company’s common stock at an exercise mic.92 per
share. On July 30, 2012, the parties held a mediathich resulted in a settlement agreement acogrdi which the
Company paid $7 thousand plus value added taxide tplaintiff and the plaintiff waived all of hisaéms to any
options and agreed to the irrevocable dismisstie@fibove mentioned claim. On August 5, 2012, thetapproved
the settlement and dismissed the claim.

In December 2011, a statement of claim againsCtirapany was submitted by an alleged finder of tbmgany,
regarding 146,089 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 épireMD Ltd. submitted a statement of claim agaihstCompany,
InspireMD Ltd., and the Company’s CEO and formegstent for a declaratory and enforcement orderitha
entitled to options to purchase 83,637 shareseoCibmpany’s common stock at an exercise price ofedper share.
The Company must file its defense to the aboveroeet! claim by September 30, 2012. After consultiregviews
of its legal counsel as well as other factors,Gbenpany is unable to assess the probable outcothésaflaim.

NOTE 10 — EQUITY (CAPITAL DEFICIENCY)
a. Share capital

As of June 30, 2012, the Company has 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” preferredist

On October 31, 2011, the stockholders approveduti®orization of the board of directors, in itscdétion, to
amend the Amended and Restated Certificate of pazation of the Company to effect a reverse stptk 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 thar8tExchange, the Company issued 12,666,666 sbiites
common stock in exchange for 6,242,754 ordinaryeshaf InspireMD Ltd., which represented all ofditeMD
Ltd.’s outstanding shares, resulting in InspireM@d.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 1,901,693 sb&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@dhgany and converted into warrants to purcha8¢625
shares of the Company’s common stock at an exepcise of $4.92 per share.

In connection with the closing of the Share Excleanige Company sold 1,613,501 shares of its constank at a
purchase price of $6.00 per share and five-yearants to purchase up to 3,226,999 shares of constock at an
exercise price of $7.20 per share in a privateguteant 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 theZ0onvertible Debentures in exchange for 111,266es of
common stock and warrants to purchase an aggref&&283 shares of common stock. The number akshaf
common stock and warrants issued in connection t@tDebt Conversions are included in the aggrefigiees for
the Private Placement. As a result, the Comparsived aggregate cash proceeds of $9,013,404 iRrthate
Placement.

In connection with the Share Exchange, the Compdstyentered into a stock escrow agreement withicer
stockholders, pursuant to which these stockholdep®sited 253,906 shares of common stock helddip tind
warrants to purchase 208,125 shares of common sttickscrow. These shares and warrants were teléased to
the Company for cancellation or surrender to aityedesignated by the Company should the Comparg Ba0
million in consolidated revenue, as certified by ompany’s independent auditors, during the filsmonths
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 I&a8tmillion 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 Ndezri6,
2011, the Company’s board of directors approveddlease of the 253,906 shares of common stockvangnts to
purchase 208,125 shares of common stock then melsicrow in order to immediately increase the Caomgisa
public float.

In connection with the Share Exchange, the Comjmsued certain consultants five-year warrants tolpse up to
an aggregate of 625,000 shares of common stoak exexcise price of $6.00 per share in considardto
consulting services related to the Share Exchamgieh warrants have a fair
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value of $1.5 million. The expenses related toissaance of the warrants are recorded as shard-basgensation
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 93,48teslof the Company’s common stock at an exercise pf
$7.20 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 200,873 ordistaayes through private placements.

On April 18, 2011, the Company issued 166,667 shafé&s common stock and five-year warrants tachase
83,333 shares of the Company’s common stock akartise price of $7.20 per share, for an aggrepgatehase
price of $1,000 thousand, in a private placement.

On April 18, 2011, the Company issued 70,834 shaifrés common stock and five-year term warrantpucchase
35,417 shares of the Company’s common stock akartise price of $7.20 per share, for an aggregatehase
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 14,250
shares of the Company common stock at an exertise @f $7.20 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 8,333 shaffés common stock, and five-year term warrantpuachase
4,167 shares of the Company’s common stock at arcise price of $7.20 per share, for an aggregatehpse price
of $50 thousand, in a private placement.

c. Share-Based Compensation

1. On March 28, 2011, the board of directors andkstolders of the Company adopted and approved the
InspireMD, Inc. 2011 UMBRELLA Option Plan (the “Umdla Plan”). Under the Umbrella Plan, the Company
reserved 2,367,025 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 1,382,975 shares of common stock fata bf 3,750,000 shares.

The Umbrella Plan currently consists of three congpads, the primary plan document that governsvedirds
granted under the Umbrella Plan, and two append{gesppendix 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, tmebtella Plan will expire on March 27, 2021.

U.S. federal income tax consequences relatingedrémsactions described under the Umbrella Pleusetr
forth in Section 409A of the Internal Revenue Cofi&986, as amended (the “Code”) and treasury
regulations in 2004 to regulate all types of defércompensation. If the requirements of SectiorAd@ithe
Code are not satisfied, deferred compensation amirgs
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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 40bthe
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@loenpany 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 250,000 shares of the Company’s common atcak
exercise price of $6.00 per share (the “$6.00 @fjfiolhe $6.00 Option was exercisable immediatelgilu
September 30, 2011. In calculating the fair valtide $6.00 Option, the Company used the following
assumptions: dividend yield of 0% and expected ®fth11 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 125sb@@es
of common stock at an exercise price of $10.00share, the closing price of the common stock ord#te
of grant (the “$10.00 Option”), subject to the terand conditions of the 2011 US Equity IncentivanPI
under the Umbrella Plan. The $10.00 Option vestskt@tomes exercisable in three equal annual inetats
beginning on the one-year anniversary of the datggant, 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 beaetd or nominated. The $10.00 Option has a terh® of
years from the date of grant. In calculating thievalue of the $10.00 Option, the Company used the
following assumptions: dividend yield of 0% and egfed term of 5.5 — 6 years; expected volatilitp2¥o —
63%; and risk-free interest rate of 1.67% — 1.85%.

The fair value of the options granted to Directoruging the Black-Scholes option pricing model, was
approximately $1.7 million.

On September 28, 2011, Director A exercised th@G@ption to purchase 250,000 shares of commoik,stoc
resulting in gross proceeds to the Company of $ltbbusand.

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 725,000 shares offtomstock and an option to purchase 725,000 sléres
common stock at an exercise price of $7.80 persltae closing price of the common stock on the dét
grant. The fair value of the granted shares is@pprately $5.7 million and was recorded as an egpén

the Consolidated Financial Statements ended DeaeBih@011. In calculating the fair value of these
options, the Company used the following assumptidividend yield of 0% and expected term of 5.5rgea
expected volatility of 61.6%; and risk-free intdregte of 1.07%. The options have terms of 10 y&ara the
date of grant, and the vesting terms are as folltnaache A vests and become exercisable in twienty
equal monthly installiments, tranches B and C vedtteecome exercisable upon meeting certain perfucena
conditions. The fair value of the options, using Black-Scholes option-pricing model was approxetyat
$3.1 million.

On June 18, 2012, the Company'’s board of dire@ppsoved the extension of the date by which the
conditions to the vesting of tranches B and C muastir. As of this date the performance conditiotrafiche
B was deemed probable and the performance condifimanche 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 assumgtion
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 apfaicing 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 meeting o
stockholders and Director C was appointed for i 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 $7.80 persltae closing price of the common stock on the dagrant
(the “$7.80 Options”). The grant to Director B wias 25,000 shares and is subject to the terms anditions of
the 2011 US Equity Incentive Plan.

The grant to Director C was for 6,250 shares amdiligect to the 2006 Employee Stock Option Plaula

plan of the Company’s 2011 Umbrella Option Plane $7.80 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 Directordpton, 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 $7.80 Optim terms of 10 years from the date of grant.

In calculating the fair value of the $7.80 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 abmastioned new directors, using the Black-Scholé®op
pricing model, is approximately $118 thousand.

On August 5, 2011, options to purchase 81,161 shaEfreommon stock were granted to former direcapis casl
exercise price of $4.92 per share replacing optiomsirchase 81,161 shares of common stock hefdrbyer
directors that expired during the second quart@0dfL. The options had terms of five years. Inuating the
fair value of the options, the Company used thiefahg assumptions: dividend yield of 0% and expdderm o
3.5 years; expected volatility of 69%; and riskefiaterest rate of 0.62%.

The fair value of the options granted to the forieectors, using the Black-Scholes option-priaingdel, is
approximately $424,000.

During 2011, the Company entered into investtations 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:

a one-year warrant to purchase 20,290 sharesnomon stock of the Company at an exercise prié @2 per
share, valued at $21 thousand;
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12,500 restricted shares of the Company’s comshaek, valued at $62 thousand, and a five-yearaméito
purchase 12,500 shares of common stock of the Cayrgiiaan exercise price of $6.00 per share, vadti&30
thousand; and

6,250 shares of the Company’s common stock, dad&68.75 thousand.
The Company recorded share-based compensationsegen$181.75 thousand related to these issuances.

On January 30, 2012, the Company appointed adireator (“Director D”) to its board of director
connection with his appointment, the Company isdbieeictor D an option to purchase 25,000 shareéts of
common stock, which will vest one-third annually2®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 28xidual meeting of stockholders, the option veststetomes
exercisable on the date of such failure to be cteteor nominated.

In calculating the fair value of these options, @@mpany used the following assumptions: divideiedtlyof
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 diredtsued Directors A, B, C and D options to purehez 500
shares of common stock at an exercise price ob§3et 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 resen&821967 ordinary shares for issuance under thesglan

described above. The following table summarizeasrinftion about warrants and share options to erspkay
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Year Ended December 31,

6 month period ended Jun¢

30, 2012 2011 2010 2009
Weighted Weighted Weighted Number of Weighted
Number of average Number of  average Numberof average warrants and average
warrants and  exercise warrants and exercise warrants  exercise exercise
options price options price  and options  price options price

Outstanding —
beginning of perio 2,017,751 $ 5.6 87552: $ 2.7¢ 514,35 $ 2.€ 611,79: $ 2.1Z

Granted* 333,75( 3.5€ 1,573,10. 7.6¢ 446,38! 2.4&¢ 56,81 3.1€
Forfeited (30,42 6.3€ (180,87 6.7z (85,219 2.€ (39,56¢) 34
Exercised — —  (250,001) 6 — — (114,68) —

Outstanding — end o
period 2,321,08! 5.2¢ 2,017,75 $ 5.€ 87552 $ 2.7¢ 51435 $ 2.€

Exercisable at the er
of the period 904,10¢ $ 35z 717,11« $ 2.8¢ 551,13 $ 2.9¢ 258,53 $ 1.2

* Including 140,000 and 362,500 options with pemiance conditions in the period ended June 30, 26tiZhe 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 warrants and exercise and exercise
options price options price options price options price

Outstanding —
beginning of perior 2,100,500 $ 3.92 1,174,40. $ 15€ 93497¢ $ 0. 84553t $ 04

Granted* 132,86 49€¢ 990,83 5.9z 269,86( 4.8¢ 89,44: 4.2¢
Forfeited (109,42 2.3¢€ (64,72¢) 2.4¢ (30,43¢) — — —
Exercised — — — — — — — —

Outstanding — end o
period 2,12394. $ 3.8 2,100,500 $ 3.9z 1,17440. $ 15€¢ 93497t $ 0.8

Exercisable at the er
of the period 2,056,711 $ 3.7¢ 2,04996! $ 3.8¢ 1,15889 $ 1€ 859,98t $ 0.4¢

* Including 19,479 and 24,349 options with perforroa conditions in the period ended June 30, 20@2fmnyear 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
0-0.004 976,53! 4.7z 925,80¢
0.732 51,25¢ 3.41 51,25¢
0.752 83,637 3.7¢ 83,63¢
2.92 126,25( 9.92
3.16 97,50( 9.97
3.2 75,00( 9.¢
3.96 146,09( 5.7¢ 146,08¢
4.92 862,58: 4.5¢ 737,68:
6.00 784,80t 3.7¢ 679,83¢
6.9 3,652 6.5 3,652
7 20,29( 3.92 6,76¢
7.2 188,17¢ 4.2 188,17¢
7.72 53,75( 3.94 16,66
7.8 836,75( 9.3¢ 120,83
8.00 10,00( 4.1¢
8.4 2,50( 9.8
10.00 125,00( 9.04
10.4 1,25( 3.9¢ 41€

4,445,02 5.8t 2,960,81

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 exefdisavarrants and options as of June 30, 2012 ¥&$®4thousand.

The total intrinsic value of options exercised 890 thousand for the year ended December 31, 281 dptions 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 antoptgranted was approximately $0.59 for the sixth@eriod ended
June 30, 2012, and $0.89, $0.82 and $0.96 foreéhesyended December 31, 2011, 2010 and 2009, teghecThe
weighted average fair value of warrants and optgmsted 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 ofaigranted to
employees for the six month period ended June @2 ,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 warsaanid 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 baseise@mployment termination history, and will conténto evaluate the
adequacy of the forfeiture rate based on analyssnployee turnover behavior and other factors iffmm-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 Comigaxpected
volatility is derived from a blended volatility, dad on its historical data and that of a peer gafypublic companies.

10. As of June 30, 2012, the total unrecognizedpearaation cost on employee and non-employee stutangs,
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 JuB@El, the Company issued 4,697 shares of commok.stbe
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 thevidire 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 purchasegygregate of
835,866 shares of its common stock at an exercise pf $7.20 per share in a private placemenstetion. See Note

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@wl Legislation Amendment (2011) was publishedhia t
Official Gazette. Under this law, the previouslypepved gradual decrease in the corporate tax ratecancelled.
The Corporate tax rate will increase to 25% begigri012.

Taxation in Germany

InspireMD GmbH is taxed according to the tax law§&iermany. Accordingly, the applicable tax ratescorporate
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 “Beneficiangdeprises” status under the Investment Law incigdAmendment No.
60 thereof, which became effective in April 2005.

The tax benefits derived from any such BeneficEanyerprise relate only to taxable profits attrilil¢ato the specific
program of investment to which the status was gdnt

The main benefit, to which InspireMD Ltd. is ergdl conditional upon the fulfilling of certain catidns stipulated
by the above law, is a two-year exemption and tiveight years of reduced tax rate of 10% to 258mftax on
income derived from their production facilitieslgrael. The tax benefit period is twelve years fitv@ years of
implementation.

The tax-exempt income attributable to the “BenafigiEnterprises” can be distributed to shareholdétsout
imposing tax liability on the Company only upon twnplete liquidation of the Company. In the evefra
distribution of such tax-exempt income as a casfuednd 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 distribubecddition,
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 conditiompan 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 gfi@hinvestments, 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 dgprant zone A and (ii) two new tax benefits tradks preferred
enterprises and for special preferred enterprisgsh 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 enterprise 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 amendmmtthe 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 eiije tax
benefits available under the law prior to its ammeadt until the end of the period of benefits, afngel in the law.
The company was allowed to set the “year of elattim later than tax year 2012, provided that theimum
qualifying investment commenced not later thanethé of 2010. On each year during the period of titsnéhe
company would have been able to opt for applicatiotine amendment, thereby making available tdfitee tax
rates above. Company’s opting for application ef@dimendment 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 forddax 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. (4,819 (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 (2,399 (4,985 (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 yir $ 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 durireggsix month
period ended June 30, 2012, as well as the yedesidbecember 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

uU.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( 2,582
Accrued severance pay, het 18 14 9
7,92¢ 6,812 3,12¢
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 $ 1,09 $ 142¢
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¢ % 382
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
$ 2928 % 2217 % 1,50¢

e. Deferred revenues

The changes in deferred revenues during the sixtmmmeriod ending June 30, 2012, and the years eDdedmber
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¢) (1,899 (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 warran

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 belowodews:
(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 $ 20¢
Germany 28¢ 29¢ 507 191
India 12C 1,08: — —
Israel 6C 73C 11¢ —
Italy 17¢ 31z 39C 66¢
Cyprus 1C 60 7 337
Pakistan — 5 19z 477
Poland 14C 26¢ 1,44¢ —
Other 82t 2,88i 2,27¢ 1,53¢

$ 2,071 $ 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 1,377 1,53¢
Gross Profit 694 1,187
Operating expenses:
Research and development 2,607 1,09:
Selling and marketing 1,24¢ 1,04t

General and administrative (including $1,454 an@ @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 $ 0.41) $ (0.29
Weighted average number of ordinary shares usednrputing net loss per
share — basic and diluted 17,044,22 14,328,23
Cash Flow Data:
Net cash used by operating activit $ (4369 $ (1,780
Net cash used by investing activit (200) (1449
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 comrgre@pproved bare
metal or drug-eluting stents.

On August 1, 2012, the Company'’s board of direcssged a consultant options with certain perforreazonditions to
purchase 50,000 shares of common stock at an sgqrdce of $4.72 per share, the closing prick@ftommon stock on
the date of grant.

On August 27, 2012, the Company’s board of directesued a member of the immediate family of th©@ptions to
purchase 60,871 shares of common stock at an egqrdce of $5.80 per share, the closing prick@ftommon stock on
the date of grant.

On August 27, 2012, the Company's board of direcpproved the extension of 30,435 options prelyayranted to a
member of the immediate family of the CEO. Follogvthe extension, the options can be exercised 8afitember 30,
2014.
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Note 16 — REVERSE STOCK SPLIT (Unaudited)

On December 19, 2012, the Company filed with ther&ary of State of the State of Delaware a Cedti& of Amendment of
the Company’s Amended and Restated Certificateadrporation to effect a one-for-four reverse steglt of its common
stock (the “Reverse Stock Split”), which decreagednumber of common shares issued and outstafrdimgapproximately
72.1 million shares to approximately 18.0 millidrases. The Company’s authorized common sharesne¢@fected by the
Reverse Stock Split. All related share and peresHata have been retroactively applied to the @irzustatements and their
related notes for all periods presented.
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(Unaudited)
(U.S. dollars in thousands)

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Restricted cash
Accounts receivable:
Trade, net
Other
Prepaid expenses
Inventory:
On hand
On consignment
Total current assets

PROPERTY, PLANT AND EQUIPMENT, net of accumulated depreciation
and amortization

OTHER NON-CURRENT ASSETS:
Deferred debt issuance costs
Funds in respect of employees rights upon retirémen
Royalties buyout
Total other non-current assets

Total assets

December 31 June 30,
2012 2012
$ 543 $ 10,28«
93 37
1,27: 1,82¢
212 264
94 93
1,977 1,744
20 63
9,102 14,30¢
47¢ 462
77€ 961
33t 282
90E

2,01¢€ 1,24:
$ 11597 $ 16,01«

The accompanying notes are an integral part of theondensed consolidated financial statements.
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(Unaudited)
(U.S. dollars in thousands)

LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Accounts payable and accruals:
Trade
Other
Advanced payment from customers
Deferred revenues
Convertible loan
Total current liabilities
LONG-TERM LIABILITIES:
Liability for employees rights upon retirement
Convertible loan
Contingently redeemable warrants
Total long-term liabilities
Total liabilities
EQUITY

Common stock, par value $0.0001 per share; 125)00Ghares authorized;
18,026,680 and 17,040,040 shares issued and aditsgeat December 31,
2012 and June 30, 2012, respectively.

Additional paid-in capital
Accumulated deficit
Total equity

Total liabilities and equity

December 31 June 30,
2012 2012

$ 501 $ 441

2,37¢ 2,92t
18¢ 174
1C 10
6,461
9,53: 3,55(
451 354
5,01¢
1,41( 1,70€
1,861 7,07¢
11,39: 10,62¢
2 2
53,34¢ 49,10¢
(53,14°) (43,729
204 5,38¢

$ 11597 $ 16,01«

The accompanying notes are an integral part of theondensed consolidated financial statements.
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(Unaudited)
(U.S. dollars in thousands, except share and per ate data)

Three months ended December 31,

Six months ended
December 31,

2012 2011 2012 2011

REVENUES $ 1,35 $ 1,29: $ 1,85¢ $ 3,27¢
COST OF REVENUES 547 671 7717 1,472
GROSS PROFIT 80z 621 1,082 1,80¢
OPERATING EXPENSES:

Royalties buyout expenses 91¢ 91¢

Other research and development expense: 2,17¢ 834 3,12( 1,381

Selling and marketing 1,20¢ 62€ 1,60¢ 92¢

General and administrative 1,78¢ 7,39¢ 4,001 9,88¢

Total operating expenses 5,16¢ 8,85¢ 8,72¢ 12,19:¢
LOSS FROM OPERATIONS (4,366 (8,237) (7,647 (10,38
FINANCIAL EXPENSES (INCOME), net:

Expenses (income) related to revaluation ¢

Contingently redeemable warrants, net (3,569 (29¢)
Expenses related to interest on convertible
loan and other financial expenses 1,081 3¢ 2,02¢ 147

LOSS BEFORE TAX EXPENSES (1,87¢ (8,27¢) (9,377) (10,539
TAX EXPENSES 42 (43) 49 (18)
NET LOSS $ (1,920 $ (8,23) $ (9,42¢0 $ (10,51¢
NET LOSS PER SHARE - basic and diluted $ 0.1) $ 0.49 ¢ 059 $ (0.69
WEIGHTED AVERAGE NUMBER OF

SHARES OF COMMON STOCK USED IN

COMPUTING NET LOSS PER SHARE —

basic and diluted 17,727,81 16,674,35 17,401,02 16,374,63

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)

6 months ended
December 31,

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (9,426 $ (10,519
Adjus_tr_n_ents required to reconcile net loss to mshaused in operating
activities:
Depreciation and amortization 95 51
Change in liability for employees right upon retirent 97 (12
Financial expenses (income) 1,241 24¢
Royalties buyout 91¢
Share-based compensation expenses 1,431 8,611
Loss (gains) on amounts funded in respect of engg@aights upon retireme
net ©)] 5
Changes in operating asset and liability items:
Increase in prepaid expenses D (2)
Decrease (increase) in trade receivables 551 (1,670
Decrease in other receivables 52 53
Decrease (increase) in inventory on consignment 43 (28)
Increase in inventory on hand (233) (590)
Increase (decrease) in trade payables 60 (31
Decrease in other payables and advance paymentiistomers (6249 (339)
Net cash used in operating activities (5,799 (4,21
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in restricted cash (56) 252
Purchase of property, plant and equipment (87) (97)
Proceeds from sale of property, plant and equipment 12
Amounts funded in respect of employee rights umdinement (50) (10)
Net cash provided by (used in) investing activities (299 157
CASH FLOWS FROM FINANCING ACTIVITIES:
Exercise of options and warrants 1,04¢ 1,50(C
Repayment of long-term loan (187
Net cash provided by financing activities 1,04¢ 1,31z
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS 92 (229
DECREASE IN CASH AND CASH EQUIVALENTS (4,85)) (2,976
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F
THE PERIOD 10,28¢ 8,07(
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF THE
PERIOD $ 543t $ 5,09¢
Purchasing of property, plant and equipment onitegdl in consideration of
share-based payment

Royalties buyout in consideration of shares and/rai $ 93

$ 62



The accompanying notes are an integral part of theondensed consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
NOTE 1 — DESCRIPTION OF BUSINESS

InspireMD, Inc. (formerly Saguaro Resources, Ine.Relaware corporation (the “Company”), was formead-ebruary 29,
2008. On March 28, 2011, the Company changed iteerta InspireMD, Inc. in connection with a sharetenge
transaction between the Company, InspireMD Ltdimaed company incorporated under the laws of$kege of Israel in
April 2005, and the shareholders of InspireMD Ltd.

On December 19, 2012, the Company filed with ther&ery of State of the State of Delaware a Cesti& of Amendment
to the Company’s Amended and Restated Certificbeoorporation to effect a one-for-four reversecst split of its
common stock (the “Reverse Stock Split”), whichréesed the number of issued and outstanding sbiecesnmon stock
from approximately 72.1 million shares to approxiety 18.0 million shares. The Company’s authorigechmon stock was
not affected by the Reverse Stock Split. All refiedbare and per share data have been retroactipplied to the financial
statements and their related notes for all penwdsented.

The Company has had recurring losses and negatsleftows from operating activities and has sigaffit future
commitments. For the six months ended Decembe2@112, the Company had losses of approximately $8llibn and
negative cash flows from operating activities gpregximately $5.8 million. The Company's managenteglieves that its
financial resources as of December 31, 2012 shenadble it to continue funding the negative caswdlérom operating
activities through the three months ended SepteB®e2013. Furthermore, commencing October 20ECthmpany’s
senior secured convertible debentures (the “201&/€ible Debentures”) are subject to a non-cortimigedemption
option that could require the Company to make arpat of $13.3 million, including accrued intereSince the Company
expects to continue incurring negative cash flomwmfoperations and in light of the cash requirenieebnnection with the
2012 Convertible Debentures, there is substantiabtiabout the Company’s ability to continue ogarpas a going
concern. These financial statements include nosauents of the values of assets and liabilitiestaadlassification
thereof, if any, that will apply if the Companyugsable to continue operating as a going concern.

The Company will need to raise further capitalane future point in time, through the sale of aidd#l equity securities or
debt. The Company’s future capital requirementstaedadequacy of the Company’s available fundsdepiend on many
factors, including the Company’s ability to sucdalig commercialize the Company’s MGual¥ products, development of
future products, competing technological and madestelopments, and the need to enter into collaiooiawith other
companies or acquire other companies or technadgienhance or complement the Company'’s prodfetings.

However, the Company may be unable to raise sefft@dditional capital when the Company needs\titit favorable
terms. The terms of any securities issued by thafgamy in future financings may be more favorabledw investors, and
may include preferences, superior voting rights twedssuance of warrants or other derivative sgesirwhich may have a
further dilutive effect on the holders of the Compa securities then outstanding. If the Companyniable to obtain
adequate funds on reasonable terms, the Compahyeeil to curtail operations significantly, incladipossibly postponing
or halting the Company’s Unites States of Amerit4$%.”) Food and Drug Administration clinical treabr entering into
financing agreements with unattractive terms.

NOTE 2 — BASIS OF PRESENTATION

The accompanying unaudited consolidated finantéaéments have been prepared on the same bakis asriual
consolidated financial statements. In the opinibmanagement, the financial statements reflecdjlistments, which
include only normal recurring adjustments, necgsgapresent fairly the financial position and résof operations of the
Company. These consolidated financial statememntshates thereto are unaudited and should be reamhjnnction with
the Company’s audited financial statements foryrer ended June 30, 2012, as found in the Companyended
Transition Report on Form 10-KT/A, filed
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(UNAUDITED)

NOTE 2 — BASIS OF PRESENTATION - (continued)

with the Securities and Exchange Commission onalgr®, 2013. The balance sheet for June 30, 20%Xerdved from the
Company’s audited financial statements for the yealed June 30, 2012. The results of operationthéosix months ended
December 31, 2012 are not necessarily indicativesilts that could be expected for the entireafigear.

NOTE 3 — EQUITY:

On August 1, 2012, the Company issued a consusatigns with certain market conditions to purcha8®00 shares of
common stock at an exercise price of $4.72 persliae closing price of the common stock on the dagrant.

On August 27, 2012, the Company issued optionsitohase 60,871 shares of common stock at an exgnite of $5.80
per share, the closing price of the common stoctherdate of grant, to a consultant who was an idiate family member
of the Company’s CEO at the time of grant.

On August 27, 2012, the Company extended the téam option to purchase 30,435 shares of commark gieviously
granted to a consultant who was an immediate faméynber of the Company’s CEO at the time of thersibn.
Following the extension, the options can be exettimtil September 30, 2014.

On October 20, 2012, the Company issued 215,00@sloh common stock to pursuant to an agreemehtanicensor (See
Note 9(a)).

During the six months ended December 31, 2012Ctmapany issued a total of 771,640 shares of constamk in
connection with the exercise of 771,640 options\wadants. The Company received aggregate caskgueequal to
approximately $1 million in connection with sucheesises.

On December 21, 2012, the Company amended its UlaBtan to increase the total number of shareofmon stock
issuable under such plan by 1.25 million sharestaqermit the awarding of incentive stock optipossuant to the U.S.
portion of the plan.

NOTE 4 — EARNINGS PER SHARE:

Basic and diluted net loss per share is computedivigling the net loss for the period by the weahaverage number of
shares of common stock outstanding during the geflibe calculation of diluted net loss per shamdedes potential shares
of common stock, as the effect is anti-dilutivetéPial shares of common stock are comprised a&mental shares of
common stock issuable upon the exercise of stotikrog warrants and convertible loans.

For the six month periods ended December 31, 28d2@11, all shares of common stock underlyingtantiing options,
warrants and convertible loans have been excluaex the calculation of the diluted loss per shameestheir effect was
anti-dilutive. The total number of shares of comnstnok related to outstanding options, warrantsamertible loans that
were excluded from the calculations of diluted Ipss share were 7,362,598 and 5,406,613 for thmeixh periods ended
December 31, 2012 and 2011, respectively.

NOTE 5 — FAIR VALUE MEASURMENT:
a. Financial Assets and Liabilities Measured at FaiValue.

The Company measures fair value and disclosesdhie measurements for financial assets and liesiliFair
value is based on the price that would be recetivesgll an asset or paid to transfer a liabilitgmorderly
transaction between market participants at the oreasent date.
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(UNAUDITED)
NOTE 5 — FAIR VALUE MEASURMENT: — (continued)

The accounting standard establishes a fair valerighy that prioritizes observable and unobseevadguts used to
measure fair value into three broad levels, whiehdescribed below:

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

Level 2: Observable prices that are based on $npoit quoted on active markets, but corroboratechéisket data.

Level 3: Unobservable inputs are used when littlao market data is available. The fair valuedrehy gives the
lowest priority to Level 3 inputs.

The following table summarizes the balances fos¢hiinancial liabilities where fair value measuratseare
estimated utilizing Level 2 and Level 3 inputs:

December 31 June 30
Level 2012 2012

($ in thousands)
2012 Warrants at fair value 2 $ 1,41C $ 1,70¢
Embedded derivative 3 40 49
$ 145 $ 1,75¢

The following table summarizes the activity for sledfinancial liabilities where fair value measureitsere
estimated utilizing Level 3 inputs:

Embedded

Derivative

($ in thousands)

Balance as of July 1, 2012 $ 49
Losses included in earnings — financial expensets, n 9)
Balance as of December 31, 2012 $ 40

Level 3 liabilities include an embedded derivatigtated to the Company’s 2012 Convertible Debesturae
Company values the Level 3 embedded derivativegusiinternally developed valuation model, whogmiia
include recovery rates, credit spreads, stock priaad volatilities, as described below.

The fair value of the warrants included in Leveé$ 2stimated using the Black Scholes model. Inuating the fair
value of warrants at December 31, 2012, the Compagad the following assumptions: expected term 26 4ears;
expected volatility of 70.64%; risk-free intereate of 0.59%; and dividend yield of 0%.

b. Financial Assets and Liabilities Not Measured aFair Value Method

The carrying amounts of financial instruments ideld in working capital approximate their fair vakigher 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@pany’s other financial long-term assets approxentiagir 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 faiannstruments
would be classified as Level 3 in the fair valuerarchy.
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NOTE 6 — INVENTORY ON HAND:
December 31, June 30,
2012 2012
($ in thousands)
Finished goods $ 37t $ 47¢
Work in process 1,48¢ 1,11¢
Raw materials and supplies 11¢& 15C

$ 1977 $ 1,74¢

NOTE 7 — ACCOUNTS PAYABLE AND ACCRUALS — OTHER:

December 31, June 30,
2012 2012

($ in thousands)

Employees and employee institutions $ 394 % 43¢
Accrued vacation and recreation pay 27¢ 272
Accrued clinical trial expenses 552 607
Provision for sales commissions 15E 194
Accrued expenses 841 1,197
Due to government institutions 22
Provision for returns 53 13¢
Taxes payable 10z 56

$ 2,37¢ % 2,928

NOTE 8 — FINANCIAL EXPENSES (INCOME), NET:

Three months ended Six months ended

December 31, December 31,
2012 2011 2012 2011
($ in thousands) (% in thousands)
Bank commissions $ 8 $ 8 17 $ 16
Interest income (6) (11) (15) (32
Exchange rate differences (82) 32 (75) 13¢
Interest expense (including debt issuance cost 1,12( 1C 2,10¢ 25

Change in fair value of warrants and embedde
derivatives (3,529 (30%)

$(2,489 $ 39 $1,73C  $ 147

NOTE 9 — 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 Agiea”) with a member of the immediate family of thempany’s
former CEO at the time, pursuant to which the ctiastiwas to provide sales consulting servicesstant to the
agreement, the consultant was entitled to a fieedof $625 (2,500 NIS) for each full working daylanbonus of up to
$10,000 (40,000 NIS) upon the achievement of sgtotibes. The First Consultancy Agreement was teateid on
September 30, 2012.

On August 27, 2012, InspireMD Ltd. entered int@®gised consultancy agreement (the “Second Consyltagreement”)
with this consultant, pursuant to which the coretlis entitled to options to purchase 60,871 shafeommon stock at an
exercise price of $5.80 per share. The reviseceageat
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NOTE 9 — RELATED PARTIES: - (continued)

also extended the term of options to purchase 30s#ares of common stock that were scheduled tioeempon the
termination of the First Consultancy Agreement épt®mber 2014.

NOTE 10 — COMMITMENT AND CONTINGENT LIABILITIES:
a. Commitment

In March 2010, the Company entered into a licelggeaanent 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 20, 2012, the Company, InspireMD Ltdl #re licensor entered into the First Amendmentitense
Agreement, which amended the license agreementibded@bove. Pursuant to the amendment, amongst oth
things, the licensor agreed to reduce the royaitgcbwith respect to sales of MGuard Priffeto 2.9% of all net
sales both inside and outside the U.S. in exchéorg@ InspireMD Ltd. waiving $85,000 in regulatofees 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 Sefpeer®0, 2012 and (iii) 215,000 shares of the Copsazommon
stock, that were valued at the closing price ofdtiamon stock on October 19, 2012 at $8.20 peesfide total
amount paid to the licensor was valued at $1,848,b@lusive of the shares issued as well as t&e0$® waiver,
and was allocated as follows: $930,000 was allaceteoyalties buyout and $918,000 was allocatdewearch
and development” expenses based on the MGuard PMmegistration status in the various territories. Tingalties
buyout will be amortized over the estimated uskfels of the royalties buyout to “Cost of Revenugsthe
Consolidated Statements of Operations.

b. Litigation

In February 2011, a third party threatened to skekages from the Company in connection with ceftaders’
fees that it claimed were owed. The claimant ikisgeapproximately $1 million. To date, no lawshiés been filed
and the Company has not accrued an expense ina@mwith this matter because the Company’s mamag,
after considering the views of its legal counselvai as other factors, believes that a loss taQbmpany is neither
probable nor in an amount or range of loss thasisnable.

In February 2011, a service provider filed a claigainst the Company for $327,000 in the MagistsaB®urt in Tel
Aviv, claiming a future success fee and commiséiorassistance in finding the Company’s distributoBrazil. The
Company’s management, after considering the vidhits tegal counsel as well as other factors, rdedra provision
of $327,000 in the financial statements in the figgarter of 2011. The related expense has beendett to “General
and administrative” within the Consolidated Statataef Operations. On October 5, 2011, the Comfitety a
counter claim against the plaintiff in the amoufh$29,000. Following the first court evidence hagrheld on
January 2@, 2013, the parties reached a settlement agreemtech provides that in consideration of the mutual
waiver by the parties of all their claims agairstie other and their shareholders, officers and eyegls, the
Company shall pay to the plaintiff $50,000. Accogly, as of December 31, 2012, the provision wasdlifieal to
$50,000.

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 (idealaratory ruling that he is entitled to exerci2d,742 options
to purchase shares of the Company’s common stoak exercise price of
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NOTE 10 — COMMITMENT AND CONTINGENT LIABILITIES: —  (continued)

$0.004 per share, of which, 20,290 options weredisguted by the Company. On October 21, 201 2faimeer
senior employee exercised 20,290 options. Aftesictaming the views of its legal counsel as welbter factors,
the Company’s management believes that a loset€timpany is neither probable nor in an amounange of loss
that is estimable.

In November 2011, a former service provider of IreddD Ltd. filed a claim with the Magistrate Count Tel Aviv
against the Company, InspireMD Ltd. and the Comfzafoymer President and former CEO for a declasataling
that it is entitled to convert options to purch&8¢5650 of InspireMD Ltd.’s ordinary shares at arreise price of
$3.67 per share into options to purchase 27,69&sl the Company’s common stock at an exercise pf $1.80
per share, and to convert options to purchase 4Bli&pireMD Ltd.’s ordinary shares at an exergsiee of $10
per share into options to purchase 9,772 sharedfompany’s common stock at an exercise pri& &2 per
share. On July 30, 2012, the parties held a mediathich resulted in a settlement agreement, patgoavhich the
Company paid $7,000 plus value added taxes tol#ietiff and the plaintiff waived all of his claints any options
and agreed to the irrevocable dismissal of the afmoentioned claim. On August 5, 2012, the courtaygyd the
settlement and dismissed the claim.

In December 2011, a statement of claim againsCtirapany was submitted by an alleged finder of tbmgany,
regarding options to purchase 146,089 shares dt¢imepany’s common stock. The Company filed its dedein this
case on March 11, 2012. Mediation procedures hatveesulted in a settlement agreement betweenattep. A
court hearing to hear the evidences in this casetifor February 27, 2013. After considering theaws of its legal
counsel as well as other factors, the Company’sagement believes that a loss to the Company ikergirobable
nor in an amount or range of loss that is estimable

In July 2012, a purported assignee of options apileMD Ltd. submitted a statement of claim agaihetCompany,
InspireMD Ltd., and the Company's former CEO anahfer President for a declaratory and enforcemeterdhat it
is entitled to options to purchase 83,637 sharglseoCompany’s common stock at an exercise pricaf6 per
share. A first hearing of this claim was set fobfegary 21, 2013. After considering the views ofiégal counsel as
well as other factors, the Company’s managemeigves that a loss to the Company is neither prebabt in an
amount or range of loss that is estimable.

In December 2012, a former service provider of ileddD GmbH filed a claim with the Labor Court in Boos
Aires, Argentina in the amount of $193,378 plugtiast (6% in dollars or 18.5% in pesos), sociakfies) legal
expenses and fees (25% of the award) against &Mpir_td. and InspireMD GmbH. The Company’s managetme
after considering the views of its legal counselva#i as other factors, recorded a provision ofG§280 in the
financial statements for the quarter ended Dece®beP012. The related expense has been record€teral
and administrative” within the Consolidated Statataef Operations. The Company’s management estgihat
the ultimate resolution of this matter could resuila loss of up to $80,000 in excess of the amaunatued.

In December 2012, the State of Israel issued aimainsomplaint to InspireMD Ltd., the Company'srfar CEO,
former President, and Vice President of ReseardiDavelopment, alleging that the Company failedperate its
production facilities under an appropriate businesnse. On January 31, 2013, the Company receéhestusiness
license and is currently seeking a dismissal ottirainal complaint. The Company does not expeat this action
by the State of Israel will result in any matefiability to either the Company or the named indivals.
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c. Liens and pledges

As of December 31, 2012, the Company had fixedslaygregating $93,000 to bank Mizrahi and bank Liéam
connection with the Company’s credit cards.

The Company'’s obligations under the 2012 Convextibdbentures are secured by a first priority péefisecurity
interest in all of the assets and properties ofdbmpany and InspireMD Ltd., including the stockrdpireMD Ltd.
and InspireMD GmbH.

NOTE 11 — ENTITY WIDE DISCLOSURE:
The Company operates in one reportable segment.
Disaggregated financial data is provided belowodisws:
(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 6 months ended Decembt
December 31, 31,
2012 2011 2012 2011

($ in thousands) ($ in thousands)
India $ 27z $ 27z
Spain 18¢ 38 28¢ 27C
Brazil 17¢ 194 181 39¢
Russia 98 231 12t 36(
Israel 4C 251 11t 35¢&
Poland 3 194 3 194
Other 57¢ 384 874 1,701

$ 1,35C $ 1,292 $ 1,85¢ $ 3,27¢

The following is a summary of revenues by principastomers:

3 months ended 6 months ended Decembt
December 31, 31,

2012 2011 2012 2011
Customer A 20% 15%
Customer B 1% _3% ?% _8%
Customer C ?% ?% m% ?%
Customer D _7% E% _7% T%
Customer E _3% j% _6% 1%
Customer F - ?% - _6%

All tangible long-lived assets are located in l&rae
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NOTE 12 — SUBSEQUENT EVENTS:

1) On January 3, 2013, the Company's CEO at theiasigned as CEO (the “Former CEQ”). The FormeDQ#|
continue to serve as a member of the Company’dafadirectors. In accordance with the terms oepa8ation Agreement
and Release, the Company will continue to pay tivenér CEO $21,563 for six months.

On January 3, 2013 and in connection with the Fo@t#0’s resignation, the Company appointed a ne@ CE

In connection with the appointment of the new CH®,Company entered into an Employment Agreemaet (t
“Employment Agreement”) with the new CEO. The Enyphent Agreement has an initial term that ends onids 1, 2016
and will automatically renew for additional one-ygariods on January 1, 2016 and on each Januferdafter unless
either party gives the other party written noti€é&®election not to extend such employment astie& months prior to the
next January 1 renewal date. If a change in conttolirs when less than two full years remain inititeal term or during
any renewal term, the Employment Agreement wilbauatically be extended for two years from the clegimgcontrol date
and will terminate on the second anniversary ofcti@nge in control date.

Under the Employment Agreement, the new CEO idledtio an annual base salary of at least $450806h amount may
be reduced only as part of an overall cost redngiirogram that affects all senior executives ofGoenpany and does not
disproportionately affect him, so long as such otidas do not reduce the base salary to a ratédteds than 90% of the
amount set forth above (or 90% of the amount tachvitihas been increased). The base salary wikktiewed annually by
the board for increase as part of its annual cosggam review. The new CEO is also eligible to ree@n annual bonus of
at least $275,000 upon the achievement of reasenatget objectives and performance goals, to terméed by the board
of directors. In accordance with the Employmenteggnent, on January 3, 2013, the Company grantetetheCEO a
nonqualified stock option to purchase 525,927 shafé¢he Company’s common stock, made pursuaniNoregualified
Stock Option Agreement, an incentive stock optmpurchase 74,073 shares of the Company’s commook, shade
pursuant to an Incentive Stock Option Agreemend, 400,000 shares of restricted stock, which argestito forfeiture until
the vesting of such shares, made pursuant to aietedtStock Award Agreement. The options havexarase price of
$4.05, which was the fair market value of the Conymcommon stock on the date of grant. Both théoop and the
restricted stock are subject to a three-year vggtériod subject to the new CEO's continued semwitlethe Company, with
one-thirty-sixth ( 1/36") of such awards vesting each month. On or bef@eeBber 31 of each calendar year, the new
CEO will be eligible to receive an additional grafiequity awards equal, in the aggregate, to Up3&o of the Company’s
actual outstanding shares of common stock on tteeafayrant, provided that the actual amount ofgrant will be based on
his achievement of certain performance objectigesstablished by the board, in its reasonableetiscr, for each such
calendar year.

If, during the term of the Employment Agreemeng tlew CEQO's employment is terminated upon certailitions as
stipulated in the agreement, the new CEO will bitled to receive, in addition to other unpaid amisuowed to him (e.g.,
for base salary and accrued vacation): (i) therat@ amount of any bonus for the fiscal year ohsiecmination (assuming
full achievement of all applicable goals underloaus plan) that he would have received had hid@mpent not been
terminated; (ii) a one-time lump sum severance gayraqual to 200% of his base salary; (iii) vestifig0% of all
unvested stock options, restricted stock, stockesgation rights or similar stock based rights, &apse of any forfeiture
included in such restricted or other stock grafit3;an extension of the term of any outstandirgrktoptions or stock
appreciation rights until the earlier of (a) twq {2ars from the date of termination, or (b) thedadate that each stock
option or stock appreciation right would otherwésgire by its original terms; (v) to the fullesttest permitted by the
Company’s then-current benefit plans, continuatibhealth, dental,
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vision and life insurance coverage; and (vi) a gafment of $35,000, which the new CEO may useXecutive
outplacement services or an education program.

In addition, the new CEO has no specific rightetiortinate the Employment Agreement or right to aeesance payments
or other benefits solely as a result of a changmirirol. However, if within 24 months followingchange in control, (a) the
new CEO terminates his employment for good reasio(h) the Company terminates his employment witlvawse, the
lump sum severance payment to which he is entitiéde increased from 200% of his base salary30% of his base
salary and all stock options, restricted stockqjrstock appreciation rights or similar stock-basghts granted to him will
vest in full and be immediately exercisable and sk of forfeiture included in restricted or otretock grants previously
made to him will immediately lapse.

In calculating the fair value of the above optitims Company used the following assumptions: dividgeld of 0% and
expected term of 5.04 — 6.5 years; expected vibyatif 68.5% — 70.3%; and risk-free interest rat®.32% — 1.07%.

The fair value of the above 525,927 and 74,07 30ptiusing the Black-Scholes option-pricing models approximately
$1.47 million.

The fair value of the above 400,000 restricted eharas approximately $1.62 million.

2) On January 8, 2013, due to the failure of then@any’s common stock to be listed on a nationalisiées exchange on or
before December 31, 2012, the Company issued 198@&es of common stock to the purchasers, ardbsignees, under
a Securities Purchase Agreement, dated as of MdrcR011 as amended, between the Company and ittleagers
thereunder. Pursuant to the Securities Purchaseefggnts, in the event that the Company’s commak stas not listed

on a national securities exchange on or before mbee 31, 2012, the Company was required to issu@uhchasers under
the Securities Purchase Agreement additional stedireemmon stock equal to 10% of the number ofeshaf common
stock originally acquired by each such purchaseeuthe Securities Purchase Agreement.
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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 securities beingsteged hereby. All amounts
shown are estimates except the Securities and Bgeh@ommission registration fee, FINRA filing feedahe NYSE MKT
initial listing fee.

SEC registration fee $ 5,271.6(
FINRA filing fee $ 7,400.0(
NYSE MKT initial listing fee $ 75,000.01
Legal fees and expenses $ 425,000.0
Accounting fees and expenses $ 70,000.01
Printing and engraving expenses $  35,000.0
Transfer agent and registrar fees and expenses $ 5,000.0(
Miscellaneous Fees and Expenses $ 27,328.41
Total $ 650,000.0

Item 14. Indemnification of Directors and Officers.

Section 145 of the General Corporation Law of tteeSof Delaware provides, in general, that a c@tian incorporated
under the laws of the State of Delaware, as wenaag,indemnify any person who was or is a partis ¢threatened to be made
a party to any threatened, pending or completedraciuit or proceeding (other than a derivativiégoacby or in the right of the
corporation) by reason of the fact that such pers@n was a director, officer, employee or agdrihe corporation, or is or was
serving at the request of the corporation as atireofficer, employee or agent of another enisgpragainst expenses
(including attorneys’ fees), judgments, fines anants paid in settlement actually and reasonatalyrred by such person in
connection with such action, suit or proceedinguich person acted in good faith and in a manndr geson 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 cootraAny repeal or modification of these provisi@pproved by our
stockholders will be prospective only and will maolversely affect any limitation on the liability afiy of our directors or
officers existing as of the time of such repeainadification.

We are also permitted to apply for insurance oralfeif any director, officer, employee or other agor liability arising
out of his actions, whether or not the General Gpion 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 beldectéfie one-for-four reverse stock split of oumeoon stock that
occurred on December 21, 2012.

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 4f the issued and outstanding capital stock spileMD Ltd. Separately,
we issued 1,048,689 shares of common stock teethaining shareholders of InspireMD Ltd. in exchafaygehe remaining
8.3% of the issued and outstanding capital stodksgireMD Ltd. In addition, in connection with tebare 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 sharesrafomumon 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 sfituesecurities issued in the above describedacaiosis were not registered
under the Securities Act of 1933, as amended,esdicurities laws of any state, and were offeredsatd pursuant to the
exemption from registration under the Securities #c1933, as amended, provided by either Reguigiander the Securities
Act of 1933, as amended, or Section 4(2) and Ré&gul® (Rule 506) under the Securities Act of 1988amended. Each of
the shareholders of InspireMD Ltd. who receivedetaf our common stock in the above describedestrechange
transactions were either accredited investors¢éinetl by Rule 501 under the Securities Act of 13&3amended) or not a
“U.S. person” (as that term is defined in Rule @®Regulation S) at the time of the share excharagesactions.

On March 31, 2011, we entered into a securitiestpage agreement with 30 accredited investors (asedey Rule 501
under the Securities Act of 1933, as amended)upntsto 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 January 9, 2013, as a penalty for faftueffect the listing of our
common stock on a national securities exchangedne®ber 31, 2012, we issued, for no additionalidenstion, an aggregate
of 178,029 additional shares of our common stockutth investors.

On March 31, 2011, upon the consummation of the@llescribed 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 afdlis reliance on the exemption from registratidforded 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 Seesritict of 1933, as amended) at the time of theafgiplacement.

On March 31, 2011, for work performed in connectigth the share exchange transactions and as lmmmogensation, we
issued Craig Shore, our chief financial officeigre¢ary 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 SexuAct of 1933, as
amended, or the securities laws of any state, asdoffered and sold in reliance on the exemptiomfregistration afforded by
Section 4(2) and Regulation D (Rule 506) underS&eurities Act of 1933, as amended, and correspgriiovisions of state
securities laws, which exempt transactions by smeisnot involving a public offering. Craig Shorasian accredited investor
(as defined by Rule 501 under the Securities Ad9H3, as amended) at the time of the issuandeeof/arrant.

On March 31, 2011, upon the consummation of theapgiplacement, we issued a five-year warrant tohl@ase up to 1,667
shares of common stock at an exercise price oD§Je? share, to Hermitage Capital
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Management, a consultant. The warrant was nottexgi under the Securities Act of 1933, as amenulettie securities laws
of any state, and was offered and sold in reliarcthe exemption from registration afforded by #ec(2) under the
Securities Act of 1933, as amended, and correspgmtiovisions of state securities laws, which exetrgmsactions by an
issuer not involving a public offering.

In consideration for financial consulting services, issued to The Benchmark Company, LLC, a coastjla five-year
warrant to purchase up to 12,500 shares of comnook at an exercise price of $6.00 per share. Téreamt was not registered
under the Securities Act of 1933, as amended,eosélaurities laws of any state, and was offeredsafdlin reliance on the
exemption from registration afforded by Section)4@d Regulation D (Rule 506) under the Securiiesof 1933, as
amended, and corresponding provisions of stateritiesuaws, 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 Davidagsigky, in
consideration for consulting services. Pursua@int@agreement with us, of the total number of wasregsued, warrants to
purchase 208,125 shares of common stock were pla@strow, with the release of such warrants siltgethe 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, arrdsponding provisions of state securities lawsctvexempt transactions
by an issuer not involving a public offering. EaaftfEndicott Management Partners, LLC, The Corbrh@ land David
Stefansky was an accredited investor (as definddudg 501 under the Securities Act of 1933, as aleénat 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 trergtion from registration
under the Securities Act of 1933, as amended, geavby Section 4(2) and Regulation D (Rule 506)eurtikde 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 Failé under the
Securities Act of 1933, as amended), pursuant iohwhie sold 70,833 shares of our common stock dhdka/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, asraled.

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 tatiam Capital Advisors,
LLC, our placement agent in the April 18, 2011 ptesplacements. The warrant was not registeredruheeecurities Act of
1933, as amended, or the securities laws of atg, stad was offered and sold in reliance on thengtien from registration
afforded by Section 4(2) and Regulation D (Rule)s@&ler the Securities Act of 1933, as amendedcangsponding
provisions of state securities laws, which exemgotgactions by an issuer not involving a publiedffg. Palladium Capital
Advisors, LLC was an accredited investor (as defipg 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 exarrtise 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

Part I1-3




TABLE OF CONTENTS

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&pn 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 corstook to the lender upon conversion of the notes€rsecurities 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 SéiesriAct of 1933, as amended, provided by Reguilgfiainder 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 cornblertiebentures 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 plamentransaction. 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 #&c1933, 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 8t 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 nail#ing 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 undeStbcurities 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 fr 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 foreggte consideration of $73,800. On September 24, 2 Financial
Corp. exercised warrants to purchase 15,000 sbéas 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 Cexgrcised warrants to purchase 32,500 shares aooumon stock for
aggregate consideration of $159,900.00. On Octb®eP012, Pl Financial Corp. exercised warranfsuichase 48,821 shares
of our common stock for aggregate consideratio$24f0,196.86. On October 19, 2012, PI 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 Seesid{ct of 1933, as amended, or the securities ¢dvasy state, and were
offered and sold in reliance on the exemption fregistration under the Securities Act of 1933, memrded, provided by
Section 4(2) and Regulation D (Rule 506) underSbeurities Act of 1933, as amended.
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On October 22, 2012, we, InspireMD Ltd. and SvMegical Systems Inc. entered into the First Amemuine 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., (i) 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&masnded, 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 utliSecurities Act of
1933, as amended) at the time the shares weredféerd issued to Svelte Medical Systems Inc.

On January 3, 2013, in accordance with his employragreement, we granted Mr. Milinazzo a nonquedifstock option to
purchase 525,927 shares of common stock, an ineesttick option to purchase 74,073 shares of constomk and 400,000
shares of restricted stock. The securities issoédirt Milinazzo were not registered under the Siiasr 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.
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Item 16. Exhibits and Financial Statement Schedules

Exhibit No.

Description

1.1+
2.1

2.2

2.3

3.1

3.2

3.3

3.4+

4.1

51+
10.1

10.2

10.3

10.4

105

10.6

10.7

Form of Underwriting Agreement

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)

Amendment to Share Exchange Agreement, dated Fgt24a2011 (incorporated by reference
to Exhibit 2.2 to Current Report on Fornk&iled with the Securities and Exchange Commis
on April 6, 2011)

Second Amendment to Share Exchange Agreement, Netezh 25, 2011 (incorporated by
reference to Exhibit 2.3 to Current Report on F&K filed with the Securities and Exchange
Commission on April 6, 2011)

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)

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)

Certificate of Amendment to Amended and Restatetif@ate of Incorporation (incorporated
reference to Exhibit 3.1 to Current Report on F8xi filed with the Securities and Exchange
Commission on December 21, 2012)

Certificate of Designation of Preferences, Rights himitations of Series A Convertible
Preferred Stock

Form of Common Stock Certificate (incorporated eference to Exhibit 4.1 to Amendment No.
3 to Registration Statement on Form S-1 filed lih Securities and Exchange Commission on
March 5, 2013)

Opinion of Haynes and Boone, LLP

Amended and Restated 2011 Umbrella Option Plam(purated by reference to Exhibit 10.1 to
Current Report on Form R-filed with the Securities and Exchange CommissiarNovember ¢
2011)

Form of Stock Option Award Agreement (incorporabgdeference to Exhibit 10.2 to Current
Report on Form 8-K filed with the Securities andcExnge Commission on April 6, 2011)

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)

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

Securities Purchase Agreement, dated as of MarcB(1, 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 whig Securities and Exchange Commission on
August 26, 2011)

Form of $7.20 Warrant (incorporated by referencExbibit 10.6 to Current Report on Fornk8-
filed with the Securities and Exchange Commissiopril 6, 2011)

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)
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Exhibit No.

Description

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

$1,250,000 Convertible Debenture, dated July 2002By and between InspireMD Ltd. and
Genesis Asset Opportunity Fund, L.P. (incorpordigdeference to Exhibit 10.8 to Current
Report on Form 8-K filed with the Securities andcExnge Commission on April 6, 2011)

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)

Securities Purchase Agreement, dated as of Jul®®), 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 Staternarftorm 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 Staterarfform 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 toiEix 0.5 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 referendextubit 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, bybatween InspireMD Ltd. and Ofir
Paz, dated as of March 28, 2011 (incorporated f@yarce to Exhibit 10.16 to Current Report on
Form 8-K filed with the Securities and Exchange @ussion on April 6, 2011)

Personal Employment Agreement, by and betweenreg® Ltd. and Asher Holzer, Ph.D.,
dated as of April 1, 2005 (incorporated by refeeetExhibit 10.17 to Current Report on Form
8-K filed with the Securities and Exchange Comnoissin 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 betweenriig Ltd. and Eli Bar, dated as of June
26, 2005 (incorporated by reference to Exhibit 2ad 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 1@®Current Report on Form 8-K filed with
the Securities and Exchange Commission on Ap£i0a,1)
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Exhibit No.

Description

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

Form of Indemnity Agreement between InspireMD, laed each of the directors and executive
officers thereof (incorporated by reference to BkhL0.22 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)

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@gmmmission 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/&22i2011)

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 BrRdhange Commission on August 26, 2011)

Agreement by and between InspireMD Ltd. and Natedi®hl 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@genmission on August 26, 2011)

Exclusive Distribution Agreement by and betweerpireMD Ltd. and Hand-Prod Sp. Z 0.0,
dated as of December 10, 2007 (incorporated byeedée 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 tal#ixh0.29 to Amendment No. 1 to
Registration Statement on Form S-1 filed with tleeBities 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 andcEange 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@i/land between InspireMD Ltd. and Asher
Holzer, Ph.D. (incorporated by reference to Exhlifif35 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 (incorporbhterkference to Exhibit 10.36 to
Amendment No. 3 to Registration Statement on Forbfifgd with the Securities and Exchange
Commission on October 12, 2011)

Amendment to the Distribution Agreement by and eetwinspireMD GmbH. and IZASA
Distribuciones Tecnicas SA, dated as of Februafyl Zihcorporated by reference to Exhibit
10.37 to Amendment No. 3 to Registration Staterarfform S-1 filed with the Securities and
Exchange Commission on October 12, 2011)
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10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

Exclusive Distribution Agreement by and betweerpireMD Ltd. and Tzamal-Jacobsohn Ltd.,
dated as of December 24, 2008 (incorporated byeedée 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 (incorporateddfgrence to Exhibit 10.39 to Amendment

3 to Registration Statement on Form S-1 filed wligh Securities and Exchange Commission on
October 12, 2011)

Consultancy Agreement by and between InspireMD aidl Sara Paz, dated as of May 6, 2008
(incorporated by reference to Exhibit 10.40 to Adraent No. 3 to Registration Statement on
Form S-1 filed with the Securities and Exchange @dssion on October 12, 2011)

Consultancy Agreement by and between InspireMD &idl Sara Paz Management and
Marketing Ltd., dated as of September 1, 2011 (ina@ted by reference to Exhibit 10.41 to
Amendment No. 3 to Registration Statement on Forbfifgd 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. (hpowated 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 1GalAmendment 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 161 2By and between InspireMD, Inc. and
Sol J. Barer, Ph.D. (Incorporated by referencexailiit 10.1 to Current Report on Form 8-K
filed with the Securities and Exchange CommissiomMNovember 18, 2011)

Nonqualified Stock Option Agreement, dated as oféober 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 Agreemateddas of June 21, 2011, by and among
InspireMD, Inc. and the purchasers that are siggat®reto (incorporated by reference to
Exhibit 10.43 to Annual Report on Form 10-K filedtvthe 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 thatigreaory thereto (incorporated by referenc
Exhibit 10.44 to Annual Report on Form 10-K filedtlwthe 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|Apr2012 (incorporated by reference to
Exhibit 10.2 to Current Report on Form 8-K filedtivithe Securities and Exchange Commission
on April 6, 2012)
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10.48

10.49

10.50

10.51

10.52

10.53

10.54

10.55

10.56

10.57

10.58

10.59

10.60

10.61

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 Exchaf@yenmission on April 6, 2012)

Registration Rights Agreement, dated April 5, 2ddY2and between InspireMD, Inc. and the
purchasers set forth therein (incorporated by esfeg 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 andveen InspireMD, Inc., InspireMD Ltd.,
Inspire MD GmbH and certain purchasers set forgneim (incorporated by reference to Exhibit
10.5 to Current Report on Formk8filed with the Securities and Exchange CommissiarApril
6, 2012)

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 andcEange Commission on April 6, 2012)

Subsidiary Guarantee, dated April 5, 2012, by IredD 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 Exchaf@genmission on April 6, 2012)

Fixed and Floating Charge Debenture, dated Ap2(8,2, 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@genmmission 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 @assion on April 6, 2012)

Consulting Agreement, dated as of June 1, 2012nybetween 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 J@20&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 referandexhibit 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 M&y 2010, by and between InspireMD Ltd.
and Euromed Deutschland GmbH (incorporated by eefs to Exhibit 10.61 to Transition
Report on Form 10-K/T filed with the Securities d&xthange Commission on September 11,
2012)
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10.62

10.63

10.64

10.65

10.66

10.67

10.68

10.69

10.70

10.71

10.72

10.73

10.74

12.1*

211

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 a&wgjust 29, 2011, by and between
InspireMD Ltd. and Bosti Trading Ltd. (incorporatied reference to Exhibit 10.63 to Transition
Report on Form 10-K/T filed with the Securities d&xthange Commission on September 11,
2012)

Omnibus Debenture Amendment, dated May 31, 2012nybetween InspireMD, Inc. and the
debenture holders set forth therein (incorporateceberence to Exhibit 10.64 to Transition
Report on Form 10-K/T filed with the Securities dxthange Commission on September 11,
2012)

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)

Consultancy Agreement, dated March 27, 2012, bybatdeen InspireMD Ltd. and Robert
Ratini (incorporated by reference to Exhibit 10té6Registration Statement on Form S-1 filed
with the Securities and Exchange Commission onedeiper 24, 2012)

First Amendment to License Agreement, dated OctabeR012, by and among Svelte Medical
Systems, Inc., InspireMD, Inc. and InspireMD Ltishcprporated by reference to Exhibit 10.1 to
Current Report on Form 8-K filed with the Secustand Exchange Commission on October 23,
2012)

Exclusive Distribution Agreement, dated June 7,2@l and between InspireMD Ltd. and Tau
Medical Supplies (incorporated by reference to BixHi0.68 to Amendment No. 2 to
Registration Statement on Form S-1 filed with tleeBities and Exchange Commission on
November 9, 2012

Second Amendment to the InspireMD, Inc. AmendedRestated 2011 UMBRELLA Option
Plan (incorporated by reference to Exhibit 10.Ctorent Report on Form 8-K filed with the
Securities and Exchange Commission on Decembe&2(&)

Employment Agreement, dated January 3, 2013, bybatwleen InspireMD, Inc. and Alan
Milinazzo (incorporated by reference to Exhibit1L@ Current Report on Form 8-K filed with
the Securities and Exchange Commission on Jany&913)

Nonqualified Stock Option Agreement, dated Jan3a3013, by and between InspireMD, |
and Alan Milinazzo (incorporated by reference tdibi 10.3 to Current Report on Form 8-K
filed with the Securities and Exchange Commissiodanuary 9, 2013)

Incentive Stock Option Agreement, dated JanuaB®033, by and between InspireMD, Inc. and
Alan Milinazzo (incorporated by reference to Exhit.4 to Current Report on Form 8-K filed
with the Securities and Exchange Commission onalgr@, 2013)

Restricted Stock Award Agreement, dated Janua®9 33, by and between InspireMD, Inc. and
Alan Milinazzo (incorporated by reference to Exhit.5 to Current Report on Form 8-K filed
with the Securities and Exchange Commission onalgr, 2013)

Separation Agreement and Release, dated Janua@l 3, by and between InspireMD Ltd. and
A.S. Paz Management and Investment Ltd., Companybl480433 (incorporated by reference
to Exhibit 10.6 to Current Report on Form 8-K filetith the Securities and Exchange
Commission on January 9, 2013)

Statement of Computation of Ratio of Earnings teeBiCharges and Ratio of Combined Fixed
Charges to Earnings

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)
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Exhibit No. Description
23.1* Consent of Kesselman & Kesselman, Cedifeiblic Accountants
23.2+ Consent of Haynes and Boone, LLP (includdgxhibit 5.1)

101.INS** XBRL Instance Document

101.SCH**  XBRL Taxonomy Extension Schema Document
101.CAL**  XBRL Taxonomy Extension Calculation lkhase Document
101.DEF**  XBRL Taxonomy Extension Definition Liblase Document
101.LAB**  XBRL Taxonomy Extension Label Linkbag®cument

101.PRE** XBRL Taxonomy Extension Presentationkbase Document

*  Filed herewith.

** Pursuant to Rule 406T of RegulationTSthe 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.

+ To be filed by amendment.

Iltem 17. Undertakings.
(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offers alas are being made, a post-effective amendmehistoegistration
statement:

(i) To include any prospectus required by sectida}(3) of the Securities Act of 1933;

(i) To reflect in the prospectus any facts or dgarising after the effective date of the regigtrastatement (or
the most recent post-effective amendment therebitw individually or in the aggregate, represent a
fundamental change in the information set fortthimregistration statement. Notwithstanding thedoing,
any increase or decrease in volume of securitiesetf (if the total dollar value of securities oéfd would
not exceed that which was registered) and any tlemirom the low or high end of the estimated mawin
offering range may be reflected in the form of pexstus filed with the Commission pursuant to Ré(b)
if, in the aggregate, the changes in volume antbpgpresent no more than a 20% change in the maxim
aggregate offering price set forth in the “Calciaiatof Registration Fee” table in the effectiveistigtion
statement.

(i) To include any material information with respecttie plan of distribution not previously disclosadhe
registration statement or any material change ¢b snformation in the registration statement;

(2) That, for the purpose of determining any lispiinder the Securities Act of 1933, each such-péfective
amendment shall be deemed to be a new registrsttd@ment relating to the securities offered timgend the
offering of such securities at that time shall bemed to be the initial bona fide offering thereof.

(3) To remove from registration by means of a @iftetive amendment any of the securities beingteged which
remain unsold at the termination of the offering.

(4) That, for the purpose of determining liabilityder the Securities Act of 1933 to any purchaser:
(i) If the registrant is relying on Rule 430B:

(A) Each prospectus filed by the registrant pursuaRuie 424(b)(3) shall be deemed to be part of the
registration statement as of the date the filedpeotus was deemed part of and included in the
registration statement; and

(B) Each prospectus required to be filed pursuant te B24(b)(2), (b)(5), or (b)(7) as part of
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a registration statement in reliance on Rule 43£18ting to an offering made pursuant to Rule 415(a)
(D)), (vii), or (x) for the purpose of providirthe information required by section 10(a) of the
Securities Act of 1933 shall be deemed to be daanhd included in the registration statement athe
earlier of the date such form of prospectus ig fised after effectiveness or the date of the first
contract of sale of securities in the offering dixsd in the prospectus. As provided in Rule 430B,
liability purposes of the issuer and any person ithat that date an underwriter, such date sleall b
deemed to be a new effective date of the registratiatement relating to the securities in the
registration statement to which that prospectiustes| and the offering of such securities at hae t
shall be deemed to be the initial bona fide offgtimereof. Provided, however, that no statementemad
in a registration statement or prospectus thaaisqf the registration statement or made in a oo
incorporated or deemed incorporated by refererteetive registration statement or prospectus that is
part of the registration statement will, as to achaser with a time of contract of sale prior tolsu
effective date, supersede or modify any statenterttwas made in the registration statement or
prospectus that was part of the registration statg¢ror made in any such document immediately prior
to such effective date; or

(ii) If the registrant is subject to Rule 430C, le@rospectus filed pursuant to Rule 424(b) as@aatregistration
statement relating to an offering, other than rtegiion statements relying on Rule 430B or othanth
prospectuses filed in reliance on Rule 430A, saltleemed to be part of and included in the registr
statement as of the date it is first used afteradffeness. Provided, however, that no statemedéenma
registration statement or prospectus that is gaheoregistration statement or made in a document
incorporated or deemed incorporated by refererteetive registration statement or prospectus thaaisof
the registration statement will, as to a purchastr a time of contract of sale prior to such fiuse,
supersede or modify any statement that was matthe iregistration statement or prospectus that \aetsop
the registration statement or made in any suchrdeatiimmediately prior to such date of first use.

(5) That, for the purpose of determining liabil@f/the registrant under the Securities Act of 1888ny purchaser in the
initial distribution of the securities:

The undersigned registrant undertakes that inmaguyi offering of securities of the undersigned strgint
pursuant to this registration statement, regardiésise underwriting method used to sell the sé¢i@srio the
purchaser, if the securities are offered or solsutth purchaser by means of any of the following
communications, the undersigned registrant wilalsller to the purchaser and will be considereaffer or sell
such securities to such purchaser:

(i) Any preliminary prospectus or prospectus of tinelersigned registrant relating to the offeringuieed to be
filed pursuant to Rule 424;

(ii) Any free writing prospectus relating to thefering prepared by or on behalf of the undersigmgistrant or
used or referred to by the undersigned registrant;

(iif) The portion of any other free writing prospectuatieg to the offering containing material inforriwat about
the undersigned registrant or its securities prdidy or on behalf of the undersigned registramd; a

(iv) Any other communication that is an offer in theeoifig made by the undersigned registrant to thehaser.

(b) Insofar as indemnification for liabilities arig under the Securities Act of 1933 may be pegditb directors, officers and
controlling persons of the registrant pursuanh®foregoing provisions, or otherwise, the regrgtteas been advised that in
the opinion of the Securities and Exchange Comunissiuch indemnification is against public policyeapressed in the Act
and is, therefore, unenforceable. In the eventataaim for indemnification against such liabdgi(other than the payment
by the registrant of expenses incurred or paid tiyector, officer or controlling person of the iggant in the successful
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defense of any action, suit or proceeding) is &sdday such director, officer or controlling persarconnection with the
securities being registered, the registrant willeas in the opinion of its counsel the matterteen settled by controlling
precedent, submit to a court of appropriate jucisain the question whether such indemnificatiorithy against public
policy as expressed in the Act and will be goverbgdhe final adjudication of such issue.

(c) The undersigned registrant hereby undertalas th

(1) For purposes of determining any liability untlee Securities Act of 1933, the information ondtfeom the form of
prospectus filed as part of this registration steget in reliance upon Rule 430A and containedforia of
prospectus filed by the registrant pursuant to R@k(b)(1) or (4) or 497(h) under the Securitie$ ¢twll be deemed
to be part of this registration statement as otithe it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act of 1933, each post-effecirendment that
contains a form of prospectus shall be deemed torEw registration statement relating to the seesioffered
therein, and the offering of such securities at tinae shall be deemed to be the initial bona &tfering thereof.
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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, theredulyp authorized, in the City of Tel Aviv, State lsfael on March 22, 2013.

InspireMD, Inc.

By:/s/ Alan Milinazzo

Name: Alan Milinazzc
Title: President and 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 theglatdicated.

Signature Title Date

/s/ Alan Milinazzo President, Chief Executive Officer and Director March 22, 2013
(principal executive officer)

Alan Milinazzo

* Chief Financial Officer, Secretary and Treasurer ~ March 22, 2013
(principal financial and accounting officer)

Craig Shore

* Chairman of the Board of Directors March 22, 2013

Sol J. Barer

* Director March 22, 2013

James Barry
* Director March 22, 2013

Michael Berman
* Director March 22, 2013

Asher Holzer
* Director March 22, 2013

James J. Loughlin

* Director March 22, 2013
Ofir Paz

* Director March 22, 2013
Paul Stuka

* Director March 22, 2013

Eyal Weinstein

*By: /s/ Alan Milinazzo
Alan Milinazzo
Attorney-in-fact
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Statement of Computation of Ratio of Earnings to Bied Charges and Ratio of Combined Fixed Charges ®arnings
(In thousands)

Earnings:
Consolidated net
loss before
income tax
Fixed charge

Total earning

Fixed charges
Interest expens
Amortization
Interest portion of
rental expense

Total fixed charge

Ratio of Earnings to
Fixed Charge

Deficiency of Earnings
Available to Cover
Fixed Charge

Year Ended December 31

Exhibit 12.1

Six Months
Ended Six Months
December 31, Ended June 30,
2012 2012 2011 2010 2009 2008
9,37) $ (7,049 $ (14,667 (3,379 2,677) $ (6,479
2,16¢ 1,28¢ 77C 14¢ 268 92
(7,209 $ 5,76) $ (13,899 (3,229 241 $ (6,387)
1,92¢ $ 797 $ 71€ 91 20z $ 51
18E 434 14 14 19 —
59 56 40 44 42 41
2,16¢ $ 1,28¢ $ 77C 14¢ 2632 $ 92
9,37) $ (7,049 $ (14,667 (3,379 2,677) $ (6,479




Exhibit 23.1
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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, except with respemtito
opinion on the consolidated financial statemengsfiar as it relates to the stock split describeMate 16 as to which the date is January 3, 2@&ting to the
financial statements of InspireMD, Inc. which appsda such Registration Statement. We also cortsethe reference to us under the heading "Expertstich

Registration Statement.

Tel-Aviv, Israel /sl Kesselman & Kesselmi
March 22, 201! Certified Public Accountants (Ist
A member firm of PricewaterhouseCoopers Internatidimited




