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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended: September 30, 201

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 001-35731

InspireMD, Inc.

(Exact name of registrant as specified in its arart

Delaware 26-2123838
(State or other jurisdiction « (I.LR.S. Employe
incorporation or organizatiot Identification No.)

321 Columbus Avenue
Boston, MA 02116
(Address of principal executive offices)
(Zip Code)

(857) 453-6553
(Registrant’s telephone number, including area rode

Indicate by check mark whether registrant (1) lilas fall reports required to be filed by Sectiond3L5(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for sudhrteh period that the registrant was requiredlduch reports), and (2) has been subject t
such filing requirements for the past 90 days. &&s No [

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRule 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y& No O

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

Large accelerated fileC] Accelerated filel]
Nonr-accelerated file[d Smaller reporting compar[x]
(Do not check if a smaller reporting compa
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exge Act). Yeds]l No

The number of shares of the registrant’'s commocks®$0.0001 par value, outstanding as of NovemBef@14: 42,401,311.
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PART | - FINANCIAL INFORMATION
Item 1. Financial Statements
INSPIREMD, INC.
INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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INSPIREMD, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(U.S. dollars in thousands)

ASSETS
CURRENT ASSETS:
Cash and cash equivalel
Restricted cas
Accounts receivable
Trade
Other
Prepaid expenst
Inventory
Total current assets

PROPERTY, PLANT AND EQUIPMENT , net

NON-CURRENT ASSETS:
Deferred issuance cos
Funds in respect of employees rights upon retire!
Long term prepaid expens
Royalties buyout
Total other non-current assets
Total assets

The accompanying notes are an integral part of theondensed consolidated financial statements.
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September 30  December 31,
2014 2013

$ 497¢ $ 17,53t

93

397 1,85¢

544 387

13¢ 141

1,68: 1,59:¢

$ 7,73¢ 21,60

63€ 652

17¢ 31C

474 434

8C 114

79z 852

1,51¢ 1,71(

$ 9,891 $ 23,96¢




INSPIREMD, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(U.S. dollars in thousands)

LIABILITIES AND EQUITY (CAPITAL DEFICIENCY)
CURRENT LIABILITIES:
Accounts payable and accrue
Trade
Other
Advanced payment from custom
Current maturity of loan
Total current liabilities

LONG-TERM LIABILITIES:
Liability for employees rights upon retireme
Long term loan
Total long-term liabilities
COMMITMENTS AND CONTINGENT LIABILITIES
(Note 11)
Total liabilities
EQUITY (CAPITAL DEFICIENCY):

Common stock, par value $0.0001 per share; 129)00Ghares authorized; 35,107,046 and 33,98:

shares issued and outstanding at September 30,a2@1Becember 31, 2013, respectiv
Additional paic-in capital
Accumulated deficit
Total equity (capital deficiency)
Total liabilities and equity (less capital deficogn

The accompanying notes are an integral part of theondensed consolidated financial statements.
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September 30  December 31,
2014 2013

$ 154¢ % 1,62:
4,11 3,141

18C 17¢

3,71( 1,181

9,551 6,12¢

71¢ 61C

6,002 8,59

6,721 9,20:

16,27: 15,32%

4 3

96,23¢ 90,95:
(102,62) (82,316
(6,387 8,63¢

$ 9,891 $ 23,96¢




INSPIREMD, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(U.S. dollars in thousands, except share and @eestata)

Three months ended Nine months ended
September 30 September 30
2014 2013 2014 2013

REVENUES $ 27 $ 155 $ 1,94¢ % 4,56¢
COST OF REVENUES 34¢ 75C 1,55¢ 2,25¢
GROSS PROFIT (LOSS) (76) 80z 39C 2,31(
OPERATING EXPENSES:

Research and developme 2,46( 1,54¢ 7,48¢ 3,49¢

Selling and marketin 1,80¢ 83C 5,03( 2,83¢

General and administrative 2,13¢ 2,31% 7,12¢ 7,28¢

Total operating expenses 6,40¢ 4,68 19,64 13,62:
LOSS FROM OPERATIONS (6,48)) (3,885 (19,25)) (11,31)
FINANCIAL EXPENSES, net:

Interest expens 361 1,072 2,16(

Other financial expenses (income) (48) 57 (21) 10,34

Total financial expenses 313 57 1,051 12,50«
LOSS BEFORE INCOME TAXES (6,799 (3,947) (20,307) (23,81%)
TAX EXPENSES (INCOME) (19) 3 3 (39)
NET LOSS $ (6,779 $ (3,945 (20,309 $ (23,777
NET LOSS PER SHARE- basic and diluted $ (020 $ (0.12) $ (059 $ (0.86)
WEIGHTED AVERAGE NUMBER OF SHARES OF

COMMON STOCK USED IN COMPUTING NET LOSS PER

SHARE - basic and diluted 34,581,52 33,959,77 34,251,62 27,787,58

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)

Nine months ended
September 30

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (20,30%) $ (23,777
Adjustments required to reconcile net loss to mshaised in operating activitie
Depreciation and amortizatic 181 162
Change in liability for employees right upon retirent 10¢ 18¢€
Financial expense 27¢ 12,23
Share-based compensation expen 3,151 3,25¢
Loss (Gains) on amounts funded in respect of eng@aights upon retirement, r 15 ©)]
Changes in operating asset and liability ite
Decrease (increase) in prepaid expel 37 (199
Decrease (increase) in trade receiva 1,45¢ (85%)
Increase in other receivabl (157 (23%)
Decrease in inventory on consignm 2C
Decrease (increase) in inventc (89) 58E
Increase (decrease) in trade paya (75) 34¢
Decrease in deferred revent (20
Increase in other payables and advance paymeantdostomers 1,12¢ 507
Net cash used in operating activities (14,277) (7,779
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property, plant and equipr (10%) (295
Decrease in restricted ca 93
Amounts funded in respect of employee rights uginement, net (55) (98)
Net cash used in investing activities (67) (293)
CASH FLOWS FROM FINANCING ACTIVITIES:
Taxes withheld in respect of share issue (115) (27
Proceeds from issuance of she 2,22¢ 22,88(
Repayment of loa (290
Exercise of options and warrai 8
Induced conversion of convertible debt (8,78%)
Net cash provided by financing activities 1,82¢ 14,07
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS (42 (1)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (12,557 6,007
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F THE PERIOD 17,53t 5,43
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF THE PERIOD $ 497¢ $ 11,44(

The accompanying notes are an integral part of theondensed consolidated financial statements.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
NOTE 1 - DESCRIPTION OF BUSINESS

InspireMD, Inc., a Delaware corporation (the “Comy3, together with its subsidiaries, is a medical dexdompany focusing ¢
the development and commercialization of its pretary MicroNet™ stent platform technology for threatment of comple
coronary and vascular disease. MicroNet, a micreshrsleeve, is wrapped over a stent to provide kmpimtection in stentin
procedures. The Company’s coronary products comdpiMicroNet and a barmetal stent (MGuard™ Prime EPS) are mark
for use in patients with acute coronary syndronmegably acute myocardial infarction (heart attaeakid saphenous vein gt
coronary interventions (bypass surgery). In Octdt@t4, the Company launched a limited market relesdsits carotid embol
prevention system (CGuard™ EPS), which combinegdiliet and a seléxpandable nitinol stent in a single device tottoeeotic
artery disease. A coronary stent product incorfraged drug-eluting (drugoated) stent with MicroNet is currently in deveiognt
The Company markets its products through distritsuto international markets, mainly in Europe, $®aist Asia, India, Lat
America and Israel, and through direct sales tgitals in Europe.

The Company has an accumulated deficit of $103anilas of September 30, 2014, as well as net lessdanegative operati
cash flows in recent years and the current quartes. Company expects to continue incurring lossesregative cash flows frc
operations until its MGuard™ and CGuard™ produetach commercial profitability. As a result of thesepected losses a
negative cash flows from operations, along with @@mpany$ current cash position, the Company does not Isaificient
resources to fund operations for the next twelventth@ Therefore, there is substantial doubt abbetG@ompanys ability tc
continue as a going concern.

Managemens plans include the continued commercializatiothefMGuard™ and CGuard™ products and raising dathitaugt
the sale of additional equity securities or delbtere are no assurances, however, that the Compidiyeveuccessful in obtaini
the level of financing needed for its operatioristhe Company is unsuccessful in commercializirgNtGuard™ or CGuard
products and raising capital, it may need to rediatwvities, curtail or cease operations.

These financial statements have been prepared amstimat the Company will continue as a going con@nd do not include a
adjustments that might result from the outcoméehisf tincertainty.

On April 30, 2014, the Company initiated a volugitheld corrective action (“VFA")of its MGuard Prime EPS to address the i
of stent retention following reports of MGuard Perstent dislodgements. On June 18, 2014, the Copmeaeived approval fro
the European regulatory agency to resume the metwiiag of the MGuard Prime stent with a modifigdrg securement proce
The Company also received approval to modify andeggoy existing MGuard Prime stents that have tssi to us by clinic
and commercial sites worldwide. These products heen modified and shipped to direct hospital custis and the majority of
distributor partners, who have begun shipping mediproduct back into hospital accounts. The Compmegan shipping produr
to new customers in the Compasiyglirect markets in Western Europe in October 20hé. VFA had an adverse impact on bott
commercial and clinical activities relating to tM&uard Prime EPS from the date of initiation throu®eptember 30, 2014.

The expenses associated with the modifications wleae performed as a result of the VFA is approxalya$320,000 with ¢
additional approximate $76,000 accrued for as gft&aber 30, 2014 which is estimated to be incurfdtese expenses w:
recorded in “Cost of revenues” in the nine monthdesl September 30, 2014.

On November 7, 2014, the Company sold 6,261,846eshaf its common stock and warrants to purcha803923 shares
common stock in in a registered direct offeringeTdommon stock was sold at a negotiated purchase @i $1.30 per share, ¢
each purchaser received a warrant to purchasef @ Slvare of common stock for each share of comstoek that it purchased
the offering. The warrants are nerercisable for six months and have a term of ésernaf 42 months from the date of issus
and an exercise price of $1.75. This offering rieslin net proceeds to the Company of approxima@ly¢ million after deductir
placement agent fees and other estimated offekpgreses.
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
NOTE 2 - BASIS OF PRESENTATION

The accompanying unaudited consolidated finanda&tkements have been prepared on the same bagis asrual consolidat
financial statements. In the opinion of managemthd, financial statements reflect all adjustmentsich include only norm
recurring adjustments, necessary to state faidyfithancial position and results of operationsh&f Company. These consolide
financial statements and notes thereto are unaliditel should be read in conjunction with the Comgfmraudited financi
statements for the six month period ended Dece®beP013, as found in the Company’s Transition Repo Form 10KT, filed
with the Securities and Exchange Commission onuger26, 2014, as amended by Amendment No. 1 fii¢ldthe Securities a1
Exchange Commission on September 25, 2014. Thadmkheet for December 31, 2013 was derived frenCthmpanys audite:
financial statements for the six month period en@stember 31, 2013. The results of operations Her rtine months end
September 30, 2014 are not necessarily indicafivesults that could be expected for the entiredliyear.

NOTE 3 — RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In May 2014, Financial Accounting Standards Bodah# (FASB”) issued ASC 606, Revenue from contracts with custenighe
objective of the new revenue standard is to proddsingle, comprehensive revenue recognition méafehll contracts wit
customers to improve comparability within industriacross industries, and across capital markées r@venue standard cont
principles that an entity will apply to determirfeetmeasurement of revenue and timing of whenréésgnized. The underlyi
principle is that an entity will recognize reverioedepict the transfer of goods or services toausts at an amount that the er
expects to be entitled to in exchange for thosedgaw services, based on a five step model thaides the identification of tl
contract with the customer and the performancegabibns in the contract, determination of the teatisn price, allocation of tl
transaction price to the performance obligationstha contract and recognizing revenue when (ortlas)entity satisfies
performance obligation. The revenue standard icttfe for annual periods beginning on or afteruday 1, 2017. Early adopti
is permitted.

In August 2014, the FASB issued Accounting Stanslddgdate (“ASU”) 2014-15, Presentation of Finan@shtement$soinc
Concern (Subtopic 205-40): Disclosure of Uncertagiabout an Entitg’ Ability to Continue as a Going Concern. Contimabf ¢
reporting entity as a going concern is presumedhasbasis for preparing financial statements unbesd until the entitye
liquidation becomes imminent. Preparation of finahstatements under this presumption is commoefgrred to as the goi
concern basis of accounting. Currently, there isgn@ance under U.S. GAAP about managensergsponsibility to evalue
whether there is substantial doubt about an estapility to continue as a going concern or to fevelated footnote disclosur
The amendments in ASU 2014 provide that guidance. In doing so, the amendsngimould reduce diversity in the timing .
content of footnote disclosures. This new standagdires management to assess the estitillity to continue as a going conc
by incorporating and expanding upon certain prilesighat are currently in U.S. auditing standaB8jsecifically, the amendmel
(1) provide a definition of the term substantialtdg (2) require an evaluation every reporting gettincluding interim periods, (
provide principles for considering the mitigatinffeet of managemerg’ plans, (4) require certain disclosures when smitisi
doubt is alleviated as a result of consideratiomahagemens’ plans, (5) require an express statement and dibelosures whe
substantial doubt is not alleviated, and (6) rezjain assessment for a period of one year aftedatesthat the financial stateme
are issued (or available to be issued). ASU 208 4vill be effective prospectively for annual refiiog periods ending after the fi
annual period ending after December 15, 2016 atatiin periods therein. Early application of thenstard is permitted for al
annual reporting period or interim period for whitie entity’s financial statements have not yetnbissued.

NOTE 4 - EQUITY:
a. During the nine months ended September 30, 2024Ctimpany granted stock options to employees ardtdis to purcha
a total of 1,826,515 shares of the Company’s comstook. The options have exercise prices rangiom f$2.38-8.23 pe
share, which were the fair market value of the Canys common stock on the date of each respective.graet options al
subject to a thre-year vesting period, with o-third of such awards vesting each y

In calculating the fair value of the above optidghe Company used the following assumptions: dividgield of 0% an
expected term of 5.5-6.5 years; expected volatiift§3.7%-67.9%; and risk-free interest rate oA%62.18%.

The fair value of the above options, using the Bi&choles option-pricing model, was approximatedy3dmillion.
b. During the nine months ended September 30, 2624Company granted a total of 652,757 restristeates of the Comparsy’
common stock to employees. The shares are subjecthree-year vesting period, with aiéd of such awards vesting ei

year.

The fair value of the above restricted shares wasaximately $1.9 million
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

c. During the three months ended September 30,,28&4Company sold 948,000 shares of its commarkgtarsuant to its at
the-market (ATM) issuance sales agreement with MLV & ChC. These sales resulted in net proceeds tcChmpany ¢
approximately $2.2 millior

NOTE 5- NET LOSS PER SHARE:

Basic and diluted net loss per share is computedivigling the net loss for the period by the wegghtiverage number of share
common stock outstanding during the period. Theuation of diluted net loss per share excludeemil share issuances
common stock upon the exercise of share optionsawes, convertible loans and restricted stocktha®ffect is anti-dilutive.

The total number of shares of common stock relatamlitstanding options, warrants, convertible loamd restricted stock excluc
from the calculations of diluted loss per shareend0,484,017 and 8,180,669 for the nine and th@ethrperiods ended Septem
30, 2014 and 2013, respectively.

NOTE 6 - FAIR VALUE MEASURMENT:

The carrying amounts of financial instruments ideld in working capital approximate their fair vakither because these amol
are presented at fair value or due to the relatigsbbrtierm maturities of such instruments. If measuref@iatvalue in the financi
statements, these financial instruments would besified as Level 3 in the fair value hierarchy. &sSeptember 30, 2014, !
carrying amount of cash and cash equivalents, atsaaceivable, other current assets and accoagtbfes and accrued exper
approximated their fair values due to the stentn maturities of these instruments. The fair gadfi the loan received on Octo
23, 2013 (the “Loan”) approximated its carrying amb

NOTE 7 - INVENTORY:

September 3C December 31

2014 2013
($ in thousands)
Finished good $ 80C $ 1,097
Work in proces: 58t 341
Raw materials and supplies 297 15¢
$ 1,682 $ 1,59:¢

NOTE 8 - ACCOUNTS PAYABLE AND ACCRUALS - OTHER:

September 3C December 31

2014 2013
($ in thousands)
Employees and employee institutic $ 1,55¢ $ 1,13¢
Accrued vacation and recreation 40E 32t
Accrued clinical trial expens 1,141 622
Accrued expense 797 88¢€
Provision for sales commissio 207 13¢
Other 7 36
$ 4,11 $ 3,141




INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
NOTE 9 - FINANCIAL EXPENSES, NET:

Three months ended Nine months ended

September 30, September 30,
2014 2013 2014 2013
($ in thousands)
Bank commission 14 $ 11 35 % 30
Interest incomt 2 2 2 (14)
Exchange rate differenc: (60) (29 ) (16)
2013 Exchange agreemen
Induced conversion of convertible dt 9,33(
Issuance of warran 56¢
Interest expense (including debt issuance ci 361 1,07z 2,16(
Change in fair value of warrants, embedded deriea
and othel 77 (47) 44€
$ 31 % 57 $ 1,051 § 12,50¢

NOTE 10 - RELATED PARTIES:

a. During the nine month period ended September28d4, the Compang’ chief executive officer was granted option
purchase 399,675 shares of common stock at exgrdises ranging from $2.9738L0 per share, as well as 182,725 shar
restricted stock. See Note

b. During the nine month period ended September 304 2@irectors of the Company were granted opti@anpurchase ¢
aggregate of 335,000 shares of common stock atencise price of $3.10 per share. See Not¢

c. On February 25, 2014, the Company entered intnautting agreement with a director of the Compamysuant to which tt

director agreed to provide the Company with commsglservices in exchange for a monthly consultafeeycalculated at tl
rate of $313 per hour. On July 14, 2014, the Com@arpointed the director as the new executive president and COO a
entered into an Employment Agreement with the CO@der the Employment Agreement, the COO is entittedn annui
base salary of $365,000. The COO is also eligibleeteive an annual bonus of at least $225,000 tip@rachievement
reasonable target objectives and performance goal® determined by the board of directors in atiaion with the COO. |
accordance with the Employment Agreement, the Compmaianted the new COO a nonqualified stock optmmpurchas
335,058 shares of common stock, made pursuantNorgualified Stock Option Agreement, an incentiveck option tt
purchase 114,942 shares of common stock, made gnirsn an Incentive Stock Option Agreement, and,d®D shares
restricted stock, made pursuant to a RestrictedkSAavard Agreement. The options have an exercige f $2.61 per sha
which was the fair market value of the Compangdmmon stock on the date of grant. Both the aptand the restricted stc
are subject to a three-year vesting period sultfetie COQ’s continued service with the Companyhwinethird (1/3rd) o
such awards vesting on the first, second and #rirdversary of the grant date. See Not
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

NOTE 11 - COMMITMENT AND CONTINGENT LIABILITIES:

a.

Litigation

In July 2012, a purported assignee of options ispieMD Ltd. submitted a statement of claim agaitt Compan
InspireMD Ltd., and the Compars/former chief executive officer and presidentdadeclaratory and enforcement order
this purported assignee is entitled to optionsucipase 83,637 shares of the Compamgmmons stock at an exercise pric
$0.76 per share. After considering the views ofdatml counsel as well as other factors, the Corylgamanagement belie\
that a loss to the Company is neither probabléman amount or range of loss that is estimable.

In December 2012, a former service provider of iedD GmbH filed a claim with the Labor Court in Boos Aires
Argentina in the amount of $193,378 plus inter€8s (in dollars or 18.5% in pesos), social benefitgal expenses and fe
(25% of the award) against InspireMD Ltd. and InspiD GmbH. The Company's management, after corngiéne views ¢
its legal counsel as well as other factors, reabraerovision of $250,000 in the financial statetador the quarter end
December 31, 2012. The Company's management es$irtfedt the ultimate resolution of this matter do@sult in a loss
up to $80,000 in excess of the amount accrued.

Liens and pledges
The Companys obligations under the Loan (as defined in Notevéje secured by Israeli security agreements apdsil

account control agreements on all of the assetgeopkrties of the Company and InspireMD Ltd., otfan the intellectu
property of the Company and InspireMD Ltd.

NOTE 12 - ENTITY WIDE DISCLOSURE:

The Company operates in one operating segment.

Disaggregated financial data is provided belowadisws:

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

Revenues are attributed to geographic areas bas#tedocation of the customers. The following isummary of revenues
geographic areas:

Three months endec Nine months endec

September 30 September 30
2014 2013 2014 2013
($ in thousands)

Germany 72 29 164 172
Malaysia 41 11¢
Argentina 40 57 40 10C
Middle Easit 39 57 664 24C
Russia 45¢ 3 1,16
Spain 5 162 20€ 574
Other 76 794 752 2,31¢

272 1,552 1,94¢ 4,56¢€
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INSPIREMD, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

The following is a summary of revenues by principagtomers:

Three months ended Nine months ended

September 30 September 30
2014 2013 2014 2013

Customer A 17% 1% 6% 1%
Customer B 15% 6%

Customer C 15% 4% 2% 2%
Customer D 14% 4% 4% 5%
Customer E 29% 26%
Customer F 2% 10% 11% 13%
Customer G 31%

All tangible lon¢-lived assets are located in Isre

NOTE 13 - SUBSEQUENT EVENTS:

As a result of the VFA, the Company suspended Bneoit in the MASTER |l trial, which had been prengty launched to supps
its investigational device exemption applicatiom fdGuard Prime EPS with the U.S. Food and Drug Adstiation (“FDA"),
pending a review by the FDA of the manufacturingpiovements to the MGuard Prime EPS. The FDA apprabe re-

commencement of the MASTER Il trial in October 2014
Notwithstanding FDA approval to immence enrollment of the Master Il trial, in kighf current market conditions movi

toward the use of drug-eluting stents (DES) oveedbaetal stents, the Company elected not to resunwdlment in the MASTEI
I trial. As a result of this change, the MASTERtikl will no longer be an FDA registration trial.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations should kad in conjunction with the accompanying
condensed consolidated financial statements aradgélnotes included elsewhere in this QuarterlydrRepn Form 10-Q.

Unless the context requires otherwise, refereneekis Form 10-Q to the “Company,” “InspireMD,” “wg “our” and “us” refer to
InspireMD, Inc., a Delaware corporation, and itsbsidiaries.

Forward-Looking Statements
This Quarterly Report on Form 10-Q contains “forédooking statementsyvhich include information relating to future everftgure financia

performance, strategies, expectations, compegtingronment and regulation. Words such as “mayhotdd,” “could,” “would,” “predicts,”

“potential,” “continue,” “expects,” “anticipates;future,” “intends,” “plans,” “believes,” “estima” and similar expressions, as well as

statements in future tense, identify forward-logkétatements. Forward-looking statements should@oead as a guarantee of future
performance or results and will probably not beuaate indications of when such performance or tesull be achieved. Forward-looking
statements are based on information we have wlose thtatements are made or our good faith belief #mt time with respect to future
events, and are subject to risks and uncertaititetscould cause actual performance or resultéf@r dnaterially from those expressed in or
suggested by the forward-looking statements. Ingmbifiactors that could cause such differences dgglbut are not limited to:

« our history of recurring losses and negative clshis from operating activities, significant futwemmitments and the
uncertainty regarding the adequacy of our liquitlitypursue our complete business objecti

« market acceptance of our existing and new products;
« negative clinical trial results or lengthy proddetays in key markets;
« aninability to secure and maintain regulatory appts for the sale of our products;

« our dependence on single suppliers for certainymbdomponents and our ability to comply with ggent manufacturing quality
standards and to increase production as nece!

« intense competition in our industry, with compeastbaving substantially greater financial, techgalal, research and
development, regulatory and clinical, manufacturimgrketing and sales, distribution and persoresdurces than we d

« entry of new competitors and products and potetgiinological obsolescence of our products;
» our limited manufacturing capabilities and reliameesubcontractors for assistance;

« loss of a key customer or supplier;

« technical problems with our research and produntspmtential product liability claims;

e product malfunctions;

» adverse economic conditions;

» insufficient or inadequate reimbursement by governtal and other third party payers for our products

12




» our efforts to successfully obtain and maintairliectual property protection covering our produetkich may not be
successful

« legislative or regulatory reform of the healthcaystem in both the U.S. and foreign jurisdictions;

« the fact that we will need to raise additional ¢apio meet our business requirements in the fuaarkthat such capital raising
may be costly, dilutive or difficult to obtai

» the fact that we conduct business in multiple fgmgurisdictions, exposing us to foreign currengghange rate fluctuations,
logistical and communications challenges, burdemscasts of compliance with foreign laws and paditiand economic
instability in each jurisdictior

« the escalation of hostilities in Israel, which aurhpair our ability to manufacture our productsga
« loss or retirement of key executives and reseasigmsists.

For a discussion of these and other risks thaterétaour business and investing in our commonrkstpau should carefully review the risks and
uncertainties described under the heading “Patitkém 1A. Risk Factors” and elsewhere in this @erér Report on Form 10-Q and the
Transition Report on Form 1KT for the transition period from July 1, 2013 teé@mber 31, 2013, as amended by Amendment NadL iith
the Securities and Exchange Commission on Septe?2ah@014, and those described from time to timeuinfuture reports filed with the
Securities and Exchange Commission. The forwarditmpstatements contained in this Quarterly ReporEorm 10-Q are expressly qualified
in their entirety by this cautionary statement. idenot undertake any obligation to publicly updatg forward-looking statement to reflect
events or circumstances after the date on whichsanly statement is made or to reflect the occuereficinanticipated events.

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietarigidNet ™ stent platform
technology for the treatment of complex coronarg @ascular disease. A stent is an expandable ‘tdalike” device, usually constructed of a
metallic material, that is inserted into an artergxpand the inside passage and improve blood flow MicroNet, a micron mesh sleeve, is
wrapped over a stent to provide embolic proteditiostenting procedures. Our initial MGuard coronary products are marketed for use in
patients with acute coronary syndromes, notablyeagyocardial infarction (heart attack) and saphisnein graft coronary interventions
(bypass surgery).

We market and sell our bare-metal based MGuardhemygproducts in the European Union, Southeast, Astha, Latin America and Israel. In
October 2007, our first generation MGuard cororanduct combining the MicroNet with a stainlesesttent received CE mark approval for
the treatment of coronary artery disease in thefean Union. We subsequently replaced the staistessstent with a more advanced cobalt-
chromium based stent. Our cobalt-chromium based MéGaoronary product is referred to as the MGuaih®™ and, unless otherwise
indicated, in this Current Report, references tetmaetal MGuard coronary products are to both pitiial stainless steel based MGuard
coronary product and our more current cobalt-chusmbased MGuard Prime. MGuard Prime received CK iagproval in the European
Union in October 2010 for improving luminal diamessd providing embolic protection.

In October 2014, we launched a limited market sseaf our CGuard carotid embolic prevention system (EPS) in cerBainopean
countries. CGuard EPS combines MicroNet and aesgikndable nitinol stent in a single device tottosaotid artery disease. CGuard EPS
received CE mark approval in the European Uniodanch 2013.

We are also developing a pipeline of other prodant$ additional applications by leveraging our Met technology. Among the products in
development is a coronary stent product incorpogatirug-eluting (drug-coated) stents with MicroNet,which we anticipate proceeding with
animal testing in the fourth calendar quarter cf20/Ne also intend to explore possible new apptioatof our technology in other vascular
procedures and interventional medical special§ipscifically peripheral, neurovascular and renatpdures.
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Recent Events

On April 30, 2014, we initiated a voluntary fieldreective action of our MGuard Prime to addressisbae of stent retention following reports
of MGuard Prime stent dislodgements. These repdalit#ddgements have primarily occurred during tteppration of the MGuard Prime, uf
removal of the protective sleeve or during withdahef the MGuard Prime into the guide cathetera@idress this problem, we subsequently
modified our manufacturing process of MGuard Pratents in order to improve stent retention andqrerénce. On June 18, 2014, we
received approval from the European regulatory egém resume the manufacturing of the MGuard Pisteat with a modified stent
securement process. We also received approval difyrend re-deploy existing MGuard Prime stentg tieve been sent back to us by clinical
and commercial sites worldwide. These products leen modified and shipped to direct hospital qusts and the majority of our distributor
partners, who have begun shipping modified prodoatk into hospital accounts. We began shippingycts to new customers in our direct
markets in Western Europe in October 2014. Thentahy field corrective action had an adverse impacbhoth the commercial and clinical
activities relating to the MGuard Prime EPS froma tfate of initiation through September 30, 2014aAsesult of the voluntary field corrective
action, we also suspended enrollment in our MASTIERal (defined below), which had been previouynched to support our
investigational device exemption (IDE) application MGuard Prime with the U.S. Food and Drug Adrsiration, pending a review by the
U.S. Food and Drug Administration of the manufaicigiimprovements to the MGuard Prime EPS. The Bd®d and Drug Administration
approved the re-commencement of the MASTER |l trigDctober 2014.

Notwithstanding the U.S. Food and Drug Administe’s approval to re-commence enroliment of the MASTIERial, in light of current
market conditions moving toward the use of drughetustents over bare-metal stents, we electedon@sume enrollment in the MASTER I
trial. As a result of this change, the MASTER iatwill no longer be a U.S. Food and Drug registratrial. We intend to devote many of the
resources originally planned for the MASTER Il ktisward developing a drughuting stent coronary product incorporating ouciNet mest

In September 2014, we announced the results dirtelinical trial of CGuard EPS, the CARENET (®Atid Embolic protection study using
MicroNET) trial. The CARENET trial was a multi-sgetty trial that assessed the peri-procedural gafatl efficacy of CGuard systems in the
treatment of carotid lesions. The CARENET trialrtéied 30 patients and achieved its primary endtpweith O percent MACE (meaning no
death, stroke or myocardial infarction) at 30 da&dditionally, as compared to published historicahtrol groups of non-mesh covered carotid
stents, the incidence of new ischemic lesions s@ssagd by diffusion-weighted magnetic resonancgiimgaafter carotid artery stenting was
reduced by almost 50 percent. The CARENET triad aé&ported an average lesion volume per patieniha 10 times smaller than these
historical control groups. The reduction in both thumber of new ischemic lesions and the voluméase lesions indicates therapeutic
benefits of the MicroNet technology in this patienhort after 30 days, as compared to the histocmatrol groups.

In October 2014, we launched a limited market seaf and received first commercial orders for@@&uard EPS in certain European
countries. The full launch of CGuard EPS is scheditd occur in 2015, concurrently with the fulltaeh of the rapid exchange delivery system
for CGuard EPS.

On November 7, 2014, we sold 6,261,846 sharesmoé@mmon stock and warrants to purchase 3,130 82%s of our common stock in a
registered direct offering. The common stock wad aba negotiated purchase price of $1.30 perstaad each purchaser received a warrant
to purchase one-half of a share of common stockdich share of common stock that it purchasedeioftering. The warrants are non-
exercisable for six months after the date of isseand have a term of exercise of 42 months dfeedate of issuance and an exercise price o
$1.75. This offering resulted in net proceeds tofuspproximately $7.4 million after deducting @atent agent fees and other estimated
offering expenses. Such sales were made pursuant &ffective $75 million shelf registration staent filed with the SEC in October 2013
(File No. 333-191875).

Critical Accounting Policies

A critical accounting policy is one that is bothgartant to the portrayal of our financial conditiand results of operation and requires
managemeng most difficult, subjective or complex judgmergfien as a result of the need to make estimatest &be effect of matters that
inherently uncertain. Our critical accounting p@iare more fully described in both (i) the Marmagat's Discussion and Analysis of Finan
Condition and Results of Operations section andN@te 2 of the Notes to the Consolidated Finar8tatements included in the Transition
Report on Form 10-KT for the transition period frdoly 1, 2013 to December 31, 2013, as amendecdhign@iment No. 1 filed with the
Securities and Exchange Commission on Septemb@024, There have not been any material changasctocritical accounting policies
since December 31, 2013.
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The currency of the primary economic environmentich our operations are conducted is the U.Sad@!$” or “dollar”). Accordingly, our
currency is the dollar.

Results of Operations
Three months ended September 30, 2014 comparkd tbree months ended September 30, 2013

Revenue. For the three months ended September 30, 20ddnue decreased by $1.3 million, or 82.4%, to $IBon from $1.6 million

during the same period in 2013. This decrease weasrdby a decrease in sales volume of $1.3 mill@rB82.3%, as well as by price decreases
to our repeat distributors of $1,000, or 0.1%. @kerease is due to our voluntary field action (VRA)ch resulted in a temporary suspension
of MGuard™ Prime EPS sales, our primary commepriatluct. On June 18, 2014, we received Europearategy approval to modify,
redeploy and resume the manufacturing of our MGUaRtime EPS, and all distributed products sent backs has been modified and ship

to direct hospital customers and the majority afdistributor partners, who have begun shipping ifiexti products back into hospital accoul

With respect to regions, the decrease in revensepnimarily attributable to a decrease of $0.9iomllin revenue from our distributors in
Europe, $0.2 million in revenue from our distribrgtan Latin America, $0.1 million in revenue frorardistributors in Africa and $0.1 million
in revenue from our distributors in the rest of nerid.

Gross Profit (Loss) For the three months ended September 30, 2014ad@ gross loss (revenue less cost of reventi&g) bmillion, as
compared to a gross profit of $0.8 million durihg same period in 2013, representing a decreal@9d5%, or $0.9 million. This decrease in
gross profit was attributable to the impact of ¥##6A which included a decrease in revenues of $1ilBom (see above for explanation),
partially offset by a decrease in cost of revernfe®0.4 million. Gross margin (gross profits aseagentage of revenue) decreased from 51.7%
in the three months ended September 30, 2013 t8){7n the same period in 2014.

Research and Development Exper. For the three months ended September 30, 204dameh and development expenses increased by ¢
or $0.9 million, to $2.5 million, from $1.6 millioduring the same period in 2013. This increasesearch and development expenses resulte
primarily from an increase of $0.3 million in reddtsalaries, $0.1 million in related share-basedpemsation expenses, $0.1 million in
miscellaneous expenses and $0.3 million in clinidal and development expenses associated witiC@uard™ EPS product. In addition,
expenditures related to our eMaster postrket registry increased by $0.1 million, and expires related to our optical coherence tomogy
(OCT) clinical study, for which enrollment is exped to begin in the fourth calendar quarter of 20ddreased by $0.1 million. This increas
research and development expenses, however, wilparffset by a decrease of $0.1 million in erpes associated with our MASTER ||
trial, for which enrollment had been suspendedtdube VFA. Research and development expensepasantage of revenue increased to
901.1% for the three months ended September 3@, 2@in 99.5% in the same period in 2013.

Selling and Marketing ExpenseBor the three months ended September 30, 20lidagseand marketing expenses increased by 117.6%1.®
million, to $1.8 million, from $0.8 million durinthe same period in 2013. This increase in sellimfjraarketing expenses resulted primarily
from an increase of $0.6 million in salaries andremease of $0.1 million in shat®sed compensation as we hired additional salssmeel ir
an effort to expand our sales activities worldwigle increase of $0.2 million in expenditures relatethe Transcatheter Cardiovascular
Therapeutics (TCT) conference in Washington, D&ld lthis year in the third quarter as comparedhéofourth quarter in 2013, and an incre
of $0.1 million in travel expenses associated whthincreased number of our sales force. Mucheddtsales initiatives were driven by efforts
to support the new sales strategies in key Europadriatin American countries. Selling and markgtnpenses as a percentage of revenue
increased to 661.5% in the three months ended ®épte30, 2014 from 53.5% in the same period in 2013
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General and Administrative Expensd=or the three months ended September 30, 20hérgleand administrative expenses decreased by,

or $0.2 million, to $2.1 million from $2.3 millioduring the same period in 2013. The decrease iargeand administrative expenses resulted
primarily from a decrease of $0.1 million in legaxipenses and a decrease in travel expenses ahiilioh. General and administrative
expenses as a percentage of revenue increased.&a# the three months ended September 30, 20i% X49.0% in the same period in
2013.

Financial Expense. For the three months ended September 30, 20i&hdial expenses increased by 449.1%, or $0.2omjlto $0.3 million
from $0.1 million during the same period in 2018eTincrease in financial expenses partially reduttem an increase of $0.4 million of
amortization and interest expenses, partially offseour incurring $0.1 million of expenses in theee months ended September 30, 2013
pertaining to our obligation to issue shares of wmmn stock without new consideration to the investorour March 2011 private placement
due to certain anti-dilution rights held by suahckholders and the non-cash revaluations of ouramés. No such expense occurred during the
three months ended September 30, 2014. Finangiehses as a percentage of revenue increased /4 Iftthe three months ended
September 30, 2014, from 3.7% in the same peri@D18.

Tax Expenses$:or the three months ended September 30, 201éxfzenses decreased by $22,000 from $3,000 in tee thonths ended
September 30, 2013 to $19,000 of tax income duhegame period in 2014.

Net Loss. Our net loss increased by $2.8 million, or 71.7846.8 million for the three months ended Septem®, 2014 from $4.0 million
during the same period in 2013. The increase ihasstresulted primarily from an increase of $1ilfiom in operating expenses primarily
associated with research and development and aatesarketing expansion (see above for explanatiodgcrease of $0.9 million in gross
profit (see above for explanation), and an incredsk9.2 million in financial expenses (see abaweelxplanation).

Nine months ended September 30, 2014 compared tairth months ended September 30, :

Revenue. For the nine months ended September 30, 201dnvevdecreased by $2.6 million, or 57.3%, to $ilBom from $4.5 million
during the same period in 2013. This decrease wasrdby a decrease in sales volume of $2.6 millmrb7.4%, partially offset by price
increases to our repeat distributors of $4,000.b%. The decrease is due to our VFA which resuitedtemporary suspension of MGuard™
Prime EPS sales, our primary commercial productJ@re 18, 2014, we received European regulatormoappto modify, redeploy and resu
the manufacturing of our MGuard™ Prime EPS, andiatributed products sent back to us has beenfiaddind shipped to direct hospital
customers and the majority of our distributor parth who have begun shipping modified products liatckhospital accounts.

With respect to regions, the decrease in revensepnimarily attributable to a decrease of $2.4iomllin revenue from our distributors in
Europe, $0.5 million in revenue from our distribigtén Latin America and $0.1 million in revenuerfr@ur distributors in Africa, partially
offset by an increase of $0.4 million in revenwsnrour distributors in the Middle East.

Gross Profit. For the nine months ended September 30, 2014s gnofit (revenue less cost of revenues) decrdags83.1%, or $1.9 million,

to $0.4 million from $2.3 million during the samerpd in 2013. This decrease in gross profit washatable to the impact of the VFA which
included a decrease in revenues of $2.6 millioe ed®ve for explanation), partially offset by ardase in cost of revenues of $0.7 million.
cost of revenues for the nine months ended Septed®h@014 included $0.4 million of costs assodatgth the VFA, including the costs of
modifying and shipping the distributor productstdesck to us . Gross margin (gross profits as aguegage of revenue) decreased from 50.6%
in the nine months ended September 30, 2013 t@2M@he same period in 2014.

Research and Development Exper. For the nine months ended September 30, 201danes and development expenses increased by
114.0%, or $4.0 million, to $7.5 million, from $3nillion during the same period in 2013. This irage in research and development expense
resulted primarily from increases of $0.7 millionrelated salaries, $0.2 million in related shamedd compensation expenses, $0.1 million in
related travel expenses, $0.1 million in misceltareeexpenses, $1.8 million in clinical trial expemassociated with our MASTER |l trial and
$0.7 million in clinical trial and development expes associated with our CGuaMIEPS product. In addition, expenditures relatecdrtalpct
development increased by $0.4 million, expendituetsted to our eMaster post-market registry ingedaby $0.2 million, expenditures related
to our OCT clinical study, for which enrollmentagpected to begin in the fourth calendar quart&0df4, increased by $0.1 million and
expenditures related to patents increased by $DibmThis increase in research and developmepeases, however, was partially offset
decrease of $0.4 million in expenses associatddauit MASTER 1 trial which concluded in 2013. Res#eand development expenses as a
percentage of revenue increased to 384.2% foritteemonths ended September 30, 2014, from 76.68%eisame period in 2013.
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Selling and Marketing ExpenseBor the nine months ended September 30, 20liigsahd marketing expenses increased by 77.2%2 @
million, to $5.0 million, from $2.8 million durinthe same period in 2013. This increase in sellmdjraarketing expenses resulted primarily
from an increase of $1.5 million in salaries andremease of $0.3 million in share-based compemsatis we hired additional sales personnel
in an effort to expand our sales activities worldeyian increase of $0.2 million in expenditureatesl to the Transcatheter Cardiovascular
Therapeutics (TCT) conference in Washington, D#Id lthis year in the third quarter as comparedhéofourth quarter in 2013, an increase of
$0.2 million in travel expenses for the increasethber of our sales force and an increase of $0lBbmin miscellaneous expenses. Much of
these sales initiatives were driven by our incrdaféorts to support the new sales strategies ynHwgopean and Latin American countries.
This increase in selling and marketing expensesghier, was partially offset by a decrease of $0lam in product promotion expenses.
Selling and marketing expenses as a percentageihue increased to 258.2% in the nine months eBdptember 30, 2014 from 62.2% in
same period in 2013.

General and Administrative Expensdsor the nine months ended September 30, 2014raglesind administrative expenses decreased by 2.2
or $0.2 million, to $7.1 million, from $7.3 millioduring the same period in 2013. This decreaseirel and administrative expenses resulte
primarily from a decrease of $0.5 million in shégsed compensation, partially offset by an incréasalaries of $0.2 million and an increase
of $0.1 million in miscellaneous expenses. Genandl administrative expenses as a percentage afuevecreased to 365.8% in the nine
months ended September 30, 2014 from 159.5% inahee period in 2013.

Financial Expense. For the nine months ended September 30, 201ahdial expenses decreased by 91.6%, or $11.4 mitlo$1.1 million
from $12.5 million during the same period in 20TBe decrease in financial expenses partially reddftiom a decrease of $1.1 million of
amortization and interest expenses. In the ninetnsoended September 30, 2014, we recognized $1lidrmin amortization and interest
expense, in contrast to the nine months ended ®epte30, 2013, during which we recognized $2.2iomlbf amortization and interest
expense pertaining to our previously outstandimgoseconvertible debentures and their related issea&osts. In addition, we incurred $1.6
million of expense in the nine months ended Sepe&xr@b, 2013 pertaining to our obligation to isshares of common stock without new
consideration to the investors in our March 20litgte placement due to certain anti-dilution righé$d by such stockholders and the non-cas
revaluations of our warrants, as well as $9.9 millof expense pertaining to the adjustment of treversion ratio of our convertible debentt
prior to their retirement in April 2013. No suchpsnses occurred during the nine months ended Sbeted, 2014. This decrease in expense
was partially offset by the absence of any revadaatof our warrants during the nine months endsateSnber 30, 2014. During the nine
months ended September 30, 2013, we recognizedhillidn of financial income pertaining to the réwation of certain of our warrants due
our stock price decreasing from $3.90 to $2.21rdusuch period. No such income was recognized duhie nine months ended Septembel
2014. Financial expense as a percentage of revdgareased to 54.0% in the nine months ended Septe88b2014, from 273.9% in the same
period in 2013.

Tax Expenses-or the nine months ended September 30, 2014 xgenses increased $41,000 to $3,000 from $38,0€xahcome during the
same period in 2013.

Net Loss. Our net loss decreased by $3.5 million, or 14.&9420.3 million for the nine months ended Septend®, 2014 from $23.8 million
during the same period in 2013. The decrease itosstresulted primarily from a decrease of $11ilflan in financial expenses (see above for
explanation), partially offset by an increase ofdh@illion in operating expenses primarily assasiatvith research and development and sale:
and marketing expansion (see above for explanatéom) a decrease of $1.9 million in gross profie(above for explanation).
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Liquidity and Capital Resources

We had an accumulated deficit of $102.6 millioro&September 30, 2014, as well as net losses agatine operating cash flows in recent
years and the current quarter. We expect to comfimeurring losses and negative cash flows fronratmns until our MGuard and CGue
products reach profitability. As a result of thesg@ected losses and negative cash flows from dpesatalong with our current cash position,
we do not have sufficient resources to fund openatfor the next twelve months. Therefore, themulsstantial doubt about our ability to
continue as a going concern.

Our plans include the continued successful commlization of the MGuard and CGuard products ansimgicapital through the sale of
additional equity securities or debt. There ar@asgurances, however, that we will be successhtbiaining sufficient financing to fund our
operations. If we are unsuccessful in commerciaiziur MGuard or CGuard products to the level ofipability and raising capital, we may
need to reduce activities, curtail or cease opmrati

On October 23, 2013, we entered into a loan andrifg@greement, pursuant to which we receivedaa lof $10 million, before deduction of
issuance costs. Interest on the loan is deternunetidaily basis at a variable rate equal to tleater of either (i) 10.5%, or (ii) the sum of (A)
10.5% plus (B) the prime rate minus 5.5%. Paymentier the loan and security agreement are interggtfor 9 months, followed by 30
monthly payments of principal and interest throtigh scheduled maturity date on February 1, 2017.0Bligations under the loan and secu
agreement are secured by a grant of a securitsesttan all of our assets (other than our intellatproperty). In addition, in connection with
the loan and security agreement, we issued thetemfive year warrant to purchase 168,351 shdresracommon stock at a per share exel
price of $2.97.

On October 23, 2013, we entered into an atrtiaeket issuance sales agreement with MLV & Co. I(MLV), pursuant to which we may iss
and sell shares of our common stock in an aggregatint up to $40.0 million from time to time in ‘@t-the-market” offering as defined in
Rule 415 under the Securities Act of 1933, as aménithrough MLV as our sales agent. On Augus®034, we sold 948,000 shares of our
common stock, at $2.40 per share, pursuant totttieeamarket issuance sales agreement with ML\hesE sales resulted in net proceeds to L
of approximately $2.2 million. We paid MLV competi®n at a commission rate of 3% of the gross sdfe®r to these sales, we have not
made any sales under this “at-the-market” equitgrofg program, and, as of September 30, 2014 gshafrour common stock having an
aggregate value of approximately $37.7 million reved available for sale under this offering progra&uch sales were made pursuant to our
effective $40 million shelf registration stateméled with the SEC in October 2013 (File No. 333t835). Our securities purchase agreemen
with purchasers of shares of our common stock aardants to purchase our common stock, dated Novemi#914, entered into in connect
with the registered direct offering, prohibits usr issuing and selling additional shares of ounemn stock under this “at-the-market” equity
offering program until November 7, 2016.

Nine months ended September 30, 2014 compared tarth months ended September 30, :

General. At September 30, 2014, we had cash and cashaqots of $5.0 million, as compared to $17.5 millas of December 31, 2013. We
have historically met our cash needs through a awamibn of issuing new shares, borrowing activiéesl product sales. Our cash requiremen
are generally for clinical trials, marketing andesaactivities, finance and administrative cospited expenditures and general working capital.

Cash used in our operating activities was $14.8anifor the nine months ended September 30, 2084$3.8 million for the same period in
2013. The principal reason for the usage of castuiroperating activities for the nine months en8egtember 30, 2014 was a net loss of ¢
million, offset by $3.2 million in non-cash sharaded compensation that was largely paid to oucttire and chief executive officer, a
decrease in working capital of $2.3 million, $0.8lion of non-cash financial expense and $0.2 millof depreciation and amortization
expenses The principal reasons for the usage bfinasur operating activities for the nine monthsled September 30, 2013 included a netl
of $23.8 million offset by $12.2 million in non-dafinancial expenses, $3.3 million in non-cash shzsed compensation, a decrease in
working capital of $0.3 million and $0.2 million depreciation and amortization expenses.

Cash used in our investing activities was $67,00@nd the nine months ended September 30, 2014pared to $293,000 during the same
period in 2013. The principal reason for the deseda cash used in investing activities during 2@&4 the $93,000 decrease in restricted cas
upon the removal of fixed liens in connection watlr credit cards, as well as a decrease of $90rDp0rchases of property, plant and
equipment.

Cash provided by financing activities for the nmenths ended September 30, 2014 was $1.8 millempared to $14.1 million during the
same period in 2013. The principal source of ttehgaovided by financing activities during the nmenths ended September 30, 2014 relate
to funds received from the issuance of ATM shafespproximately $2.2 million, offset by the repaymef a loan of $0.3 million. The
principal source of the cash provided by financwegvities during the nine months ended SeptemBefB13 relates to funds received from
issuance of shares in connection with the undaemripublic offering of our common stock of approabely $22.9 million, partially offset by
the partial satisfaction of our convertible debeasufor approximately $8.8 million.

As of September 30, 2014, our current liabiliti®seeded our current assets by a multiple of 1.2reDtiassets decreased by $13.8 million

during the period, mainly due to cash used in dmers, and current liabilities increased by $3.4liam during the period. As a result, our
working capital surplus decreased by $17.2 miltima working capital deficit of $1.8 million at Sember 30, 2014.
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Off Balance Sheet Arrangements

We have no off-balance sheet transactions, arraegesmobligations (including contingent obligatiprer other relationships with
unconsolidated entities or other persons that hmvmay have, a material effect on our financialditon, changes in financial condition,
revenues or expenses, results of operations, Itgumhpital expenditures or capital resources.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardsr@assued Accounting Standards Codification 606;eéRele from contracts with custom
The objective of the new revenue standard is tgigeoa single, comprehensive revenue recognitiodehfor all contracts with customers to
improve comparability within industries, acrossustties, and across capital markets. The revemamelatd contains principles that an entity
will apply to determine the measurement of revesme timing of when it is recognized. The underlypripciple is that an entity will recogni
revenue to depict the transfer of goods or senticesistomers at an amount that the entity exgedie entitled to in exchange for those goods
or services, based on a five step model that irduble identification of the contract with the cuser and the performance obligations in the
contract, determination of the transaction pridlecation of the transaction price to the perfor@obligations in the contract and recognizing
revenue when (or as) the entity satisfies a perdioca obligation. The revenue standard is effedtivannual periods beginning on or after
January 1, 2017. Early adoption is permitted.

In August 2014, the Financial Accounting Standd@dard issued Accounting Standards Update 2014+EseRtation of Financial Statements-
Going Concern (Subtopic 205-40): Disclosure of Utaiaties about an Entity’s Ability to Continue a$Going Concern. Continuation of a
reporting entity as a going concern is presumeti@basis for preparing financial statements urd@skuntil the entity’s liquidation becomes
imminent. Preparation of financial statements urtdisrpresumption is commonly referred to as thiegeooncern basis of accounting.
Currently, there is no guidance under accountiigcples generally accepted in the U.S. about memamt's responsibility to evaluate
whether there is substantial doubt about an estéility to continue as a going concern or to ftevelated footnote disclosures. The
amendments in Accounting Standards Update 2014abde that guidance. In doing so, the amendméraald reduce diversity in the timing
and content of footnote disclosures. This new stethdequires management to assess the entityigyabilcontinue as a going concern by
incorporating and expanding upon certain principfes are currently in U.S. auditing standards.c8jpally, the amendments (1) provide a
definition of the term substantial doubt, (2) re@guan evaluation every reporting period includinigiim periods, (3) provide principles for
considering the mitigating effect of management&p, (4) require certain disclosures when subistieshtubt is alleviated as a result of
consideration of management’s plans, (5) requirexgmess statement and other disclosures whenastiastdoubt is not alleviated, and (6)
require an assessment for a period of one yeartaétaate that the financial statements are isgueavailable to be issued). Accounting
Standards Update 2014 will be effective prospectively for annual refpog periods ending after the first annual periading after Decemb
15, 2016 and interim periods therein. Early appiicaof the standard is permitted for any annupbréng period or interim period for which
the entity’s financial statements have not yet hesued.

Item 4. Controls and Procedures

Management’s Conclusions Regarding Effectiveness Biisclosure Controls and Procedures

As of September 30, 2014, we conducted an evahyatioder the supervision and participation of managnt including our chief execut
officer and chief financial officer, of the effeatiness of our disclosure controls and procedureslééined in Rule 13a-15(e) and Rule 15d-1
(e) of the Securities Exchange Act of 1934, as atedn There are inherent limitations to the effaatiess of any system of disclosure con
and procedures. Accordingly, even effective diasesontrols and procedures can only provide redslerassurance of achieving their cor
objectives.

Based upon this evaluation, our chief executivéceffand chief financial officer concluded that alisclosure controls and procedures
effective at the reasonable assurance level aspteBiber 30, 2014.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control direncial reporting during the fiscal quarter endgeptember 30, 2014 that materi
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

From time to time, we may be involved in litigatithmat arises through the normal course of businAssof the date of this filing, we are nc
party to any material litigation nor are we awafamy such threatened or pending litigation.

Item 1A. Risk Factors
There are numerous and varied risks, known and awmknthat may prevent us from achieving our go¥su should carefully consider t

risks described below and the other informationuded in this Quarterly Report on Form 10-Q and Thansition Report on Form 1KT for
the six month period ended December 31, 2013, diwduthe consolidated financial statements andedlaotes. If any of the following risl



or any other risks not described below, actuallguocit is likely that our business, financial cdati@h, and/or operating results could
materially adversely affected. The risks and umdeties described below include forwdobking statements and our actual results mayn
from those discussed in these forward-looking statgs.
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Risks Related to Our Business
We have a history of net losses and may experieintére losses.

To date, we have experienced net losses. A suladtpottion of the expenses associated with ourufaarturing facilities are fixed in
nature (i.e., depreciation) and will reduce ourrafieg margin until such time, if ever, as we dséedo increase utilization of our capacity
through increased sales of our products. The dini@als necessary to support our anticipated gnomill be expensive and lengthy. In
addition, our strategic plan will require a sigoéit investment in clinical trials, product devetegnt and sales and marketing programs, whic
may not result in the accelerated revenue grovahvte anticipate. Because we expect to continugriimg negative cash flows from
operations, there can be no assurance that wewetl generate sufficient revenues to become phidita

Our financial statements for the quarter ended Septber 30, 2014 contain an explanatory paragraphtlre footnotes, as to our ability to
continue as a going concern, which could preventfoem obtaining new financing on reasonable terms at all.

Because we have had recurring losses and negativeflows from operating activities and have sigaift future commitments,
substantial doubt exists regarding our abilityegmain in operation at the same level we are cuyreetforming. Accordingly, the footnotes to
our financial statements for the quarter endededapér 30, 2014 include an explanatory paragraph asr potential inability to continue as a
going concern. Additionally, the doubts regarding potential ability to continue as a going conceray adversely affect our ability to obtain
new financing on reasonable terms or at all.

We will need to raise additional capital to meetrdausiness requirements in the future and such capiraising may be costly or difficult to
obtain and could dilute our stockholders’ ownershipterests.

The net proceeds from the November 7, 2014 offenii} 261,846 shares of our common stock and westarpurchase 3,130,923
shares of our common stock are expected to becmrffito enable us to continue operations for anjort period of time. In order to fully
realize all of our business objectives, absentrammydilutive funding from a strategic partner omsoother strategic transaction we will need tc
raise additional capital in the first half of 201fich may not be available on reasonable terna all. For instance, we will need to raise
additional funds to accomplish the following:

« developing CGuard, a drug-eluting stent with MicetNPVGuard and any additional products;

« pursuing growth opportunities, including more rapighansion;

» 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 asnigieg and registration; and

« maintaining compliance with applicable laws.

Any additional capital raised through the saleapdity or equity backed securities may dilute owckholders’ ownership percentages
and could also result in a decrease in the maddeewof our equity securities.
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The terms of any securities issued by us in futagtal transactions may be more favorable to mastors, and may include
preferences, superior voting rights and the isseiafievarrants or other derivative securities, whitdly have a further dilutive effect on the
holders of any of our securities then outstanding.

Furthermore, any additional debt or equity finagdinat we may need may not be available on ternmrddle to us, or at all. If we a
unable to obtain such additional financing on aetinbasis, we may have to curtail our developmetivities and growth plans and/or be
forced to sell assets, perhaps on unfavorable temmish would have a material adverse effect onbasiness, financial condition and result
operations, and ultimately could be forced to didicme our operations and liquidate, in which eveist unlikely that stockholders would
receive any distribution on their shares. Furthermay not be able to continue operating if we dogenerate sufficient revenues from
operations needed to stay in business.

In addition, we may incur substantial costs in ping future capital financing, including investmduainking fees, legal fees,
accounting fees, securities law compliance feéstipg and distribution expenses and other costs.nvdly also be required to recognize non-
cash expenses in connection with certain secumt@ssue, such as convertible notes and warrahish may adversely impact our financial
condition.

The voluntary field action of our MGuard Prime EP&nd any future recalls and/or product withdrawalsid to product defects or product
enhancements and modifications, could have a sigraht adverse impact on us.

The manufacturing and marketing of medical devingslves an inherent risk that our products mawprtw be defective and cause a
health risk even after regulatory clearances haen lmbtained. Medical devices may also be modéfezt regulatory clearance is obtained to
such an extent that additional regulatory clearamoecessary before the device can be furthereteakIn these events, we may voluntarily
implement a recall or market withdrawal or may équired to do so by a regulatory authority.

On April 30, 2014 we initiated a voluntary fieldreective action of our MGuard Prime EPS to addthesssue of stent retention
following reports of MGuard Prime EPS stent disleahgnts in patients. Although there have been nortepf death or serious injury as a
result of such dislodgements, we decided to suspkipents of the MGuard Prime EPS and impleméieiccorrective action to enhance -
reliability and performance of the affected produicits in the field. As a result of our voluntarglél action, we are subject to numerous risks
and uncertainties, including the following:

» although we received European regulatory appravedsume manufacturing and distribution of our M@uURrime EPS stent with a
modified stent securement process and have modifiekisting MGuard Prime EPS returned to us,sirgpension of shipments has
and will continue to adversely impact revenue uméland our distributor partners have completegmhg all of the modified
products back to our customers, and there is norasse that our revenue will return to the levébipto the suspension of shipmer

« we are more susceptible to claims such as prodiabilty claims, distributor claims and class actilawsuits as a result of the repol
product malfunction and voluntary field action, winicould significantly increase our costs and mayeha material adverse effect on
our business, financial condition and results adfraions;

- the direct and indirect costs associated with tilantary field action and re-launch of our prodait difficult to predict and will likely
divert significant managerial, financial and othesources, which could have an adverse effect ofimancial condition and operating
results and could hinder our ability to carry auitiatives relating to other new products or praderthancements; ai

« our decision to implement the voluntary field antemd discontinue shipments, and any future acti@y, harm our reputation or the
marke’s perception of our products, which could havegatiee impact on our future sales and our abibtgénerate profits
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In the European Economic Area, we must comply wWithEU Medical Device Vigilance System. Under gystem, manufacturers ¢
required to take Field Safety Corrective ActionBRCAs”)to reduce a risk of death or serious deterioratighe state of health associated v
the use of a medical device that is already placethe market. A FSCA may include the recall, miadifon, exchange, destruction or
retrofitting of the device. FSCAs must be commutadaby the manufacturer or its legal representatvies customers and/or to the end users
of the device through Field Safety Notices.

Any adverse event involving our products could lteisuother future voluntary corrective actionschuas recalls or customer
notifications, or agency action, such as inspeatioenforcement action. Adverse events, such adteard Prime EPS stent dislodgements,
have been reported to us in the past, and we cganantee that they will not occur in the futukay corrective action, whether voluntary or
involuntary, as well as defending ourselves inveslat, will require the dedication of our time acapital, distract management from operating
our business and may harm our reputation and finbresults.

In addition to the foregoing, since we initiated @oluntary field action we have received a demfrach one distributor that we refu
approximately $160,000 in lieu of receiving refitieroduct and a demand from a second distributprdgide unspecified compensation for
pre-paid goods subject to the voluntary field atcti@lated costs and any third claims. We do nbébe that these distributors are entitled to
any compensation or refunds due to the voluntatg faction and we intend to defend ourselves agamssuch claims.

We expect to derive our revenue from sales of oustvrd and CGuard stent products and other produats may develop. If we fail to
generate revenue from these sources, our resultspdrations and the value of our business wouldrbaterially and adversely affecte

We expect our revenue to be generated from salesrdfiGuard and CGuard stent products and othefyats we may develop.
Future sales of these products, if any, will bgettito the receipt of regulatory approvals and e@rcial and market uncertainties that may be
outside our control. Even if we are successfulamedlopment of DES-MicroNet product or any otherduats we may develop, there can be no
assurance that the product will gain market acesgtar prove to be commercially successful. If aietb generate such revenues, our results
of operations and the value of our business andgrises would be materially and adversely affected.

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

Our ability to protect our products from unauthedar infringing use by third parties depends saislly on our ability to obtain ai
maintain valid and enforceable patents. Similahg, ability to protect our trademark rights migktimportant to prevent third party
counterfeiters from selling poor quality goods gsour designated trademarks/trade names. Due tuiegdegal standards relating to the
patentability, validity and enforceability of patertovering medical devices and pharmaceuticalntions and the scope of claims made unde
these patents, our ability to enforce patents éertain and involves complex legal and factual jaes. Accordingly, rights under any of our
pending patent applications and patents may nafigieaus with commercially meaningful protection @ products or may not afford a
commercial advantage against our competitors ar toenpetitive products or processes. In additpatents may not be issued from any
pending or future patent applications owned byiaarised to us, and moreover, patents that maysbedsto us now or in the future may not be
valid or enforceable. Further, even if valid andoeceable, our patents may not be sufficiently drtamprevent others from marketing products
like ours, despite our patent rights.

The validity of our patent claims depends, in pantwhether prior art references exist that desavibrender obvious our inventions
of the filing date of our patent applications. Waymot have identified all prior art, such as WhBd foreign patents or published applicatior
published scientific literature, that could advéysaffect the patentability of our pending patemppkcations. For example, some mate
references may be in a foreign language and maybaotincovered during examination of our patent iagpbns. Additionally, pate
applications in the U.S. are maintained in confaefor up to 18 months after their filing. In sogeses, however, patent applications re|
confidential in the U.S. Patent and Trademark @ffior the entire time prior to issuance as a Uafemqt. Patent applications filed in count
outside the U.S. are not typically published uatilleast 18 months from their first filing daterfdarly, publication of discoveries in t
scientific or patent literature often lags behimtual discoveries. Therefore, we cannot be cettehwe were the first to invent, or the firs
file patent applications relating to, our stenthtealogies. In the event that a third party has éiled a U.S. patent application covering
stents or a similar invention, we may have to paréte in an adversarial proceeding, known as trfarence, declared by the U.S. Paten
Trademark Office to determine priority of inventionthe U.S. It is possible that we may be unswgfoéén the interference, resulting in a |
of some portion or all of our position in the U.S.

22




In addition, statutory differences in patentablbjeat matter depending on the jurisdiction may tithe protection we obtain on cert
of the technologies we develop. The laws of someida jurisdictions do not offer the same protasito, or may make it more difficult to
effect the enforcement of, proprietary rights athmU.S., a risk that may be exacerbated if weermv manufacturing to certain counties in
Asia. If we encounter such difficulties or are athise precluded from effectively protecting oureihectual property rights in any foreign
jurisdictions, our business prospects could betankially harmed

We may initiate litigation to enforce our patemghis on any patents issued on pending patent afiplis, which may prompt
adversaries in such litigation to challenge thédityl, scope, ownership, or enforceability of oatents. Third parties can sometimes bring
challenges against a patent holder to resolve tksaes, as well. If a court decides that any @atbnts are not valid, not enforceable, not
wholly owned by us, or are of a limited scope, waeymot have the right to stop others from usingiouentions. Also, even if our patent rights
are determined by a court to be valid and enforegtiftey may not be sufficiently broad to prevethtens from marketing products similar to
ours or designing around our patents, despite atemp rights, nor do they provide us with freedonoperate unimpeded by the patent and
other intellectual property rights of others thatyntover our products. We may be forced into litmato uphold the validity of the claims in
our patent portfolio, as well as our ownership tsgio such intellectual property, and litigatiorofsen an uncertain and costly process.

We also rely on trade secret protection to pratectinterests in proprietary know-how and for pissees for which patents are difficult
to obtain or enforce. We may not be able to pratecttrade secrets adequately. In addition, we @rlypon-disclosure and confidentiality
agreements with employees, consultants and otligepéo protect, in part, trade secrets and gtheprietary technology. These agreements
may be breached and we may not have adequate esfediany breach. Moreover, others may indepehddatelop equivalent proprietary
information, and third parties may otherwise gainess to our trade secrets and proprietary knowleflgy disclosure of confidential data into
the public domain or to third parties could allommpetitors to learn our trade secrets and usenfbemiation in competition against us.

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

We currently manufacture our MGuard and CGuard petsdat our facility in Tel Aviv, Israel, and weveacontracted with QualiMed
Innovative Medizinprodukte GmbH, a German manufiagstito assist in production of MGuard. If therergva disruption to our existing
manufacturing facility, we would have no other meahmanufacturing our MGuard or CGuard stents wdiwere able to restore the
manufacturing capability at our facility or develalpernative manufacturing facilities. If we weneable to produce sufficient quantities of our
MGuard or CGuard stents to meet market demandrars® in our current and planned clinical trialsif @ur manufacturing process yields
substandard stents, our development and commeatial efforts would be delayed.

We currently have limited resources, facilities axgerience to commercially manufacture our prodacadidates. In order to produce
our stents in the quantities that we anticipaté balrequired to meet anticipated market demandyiVaneed to increase, or “scale up,” the
production process by a significant factor overdheent level of production. There are technidallenges to scaling-up manufacturing
capacity, and developing commercial-scale manufegfdacilities will require the investment of saéstial funds and hiring and retaining
additional management and technical personnel valve the necessary manufacturing experience. Wenwiaguccessfully complete any
required scale-up in a timely manner or at alurifible to do so, we may not be able to meet paldoture demand. If we are unable to
manufacture a sufficient supply of our MGuard or@@& stents, our revenues, business and finandsppcts would be adversely affected
we may suffer reputational harm, which could furthdversely affect our revenues, business anddiabprospects. In addition, if the scaled-
up production process is not efficient or produstesits that do not meet quality and other standardsfuture gross margins may decline. A
our current and planned personnel, systems, proesdind controls may not be adequate to suppodrtigipated growth. If we are unable to
manage our growth effectively, our business coeldhérmed.
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Additionally, any damage to or destruction of oet Aviv facility or its equipment, prolonged poweutage or contamination at our
facility would significantly impair our ability tproduce either MGuard or CGuard stents.

Finally, the production of our stents must occumimighly controlled, clean environment to minimizarticles and other yield a
qualitydimiting contaminants. In spite of stringent qualdontrols, weaknesses in process control or mimopairities in materials may caus
substantial percentage of defective products iot.afl we are unable to maintain stringent quadiontrols, or if contamination problems ar
our clinical development and commercialization gfa@ould be delayed, which would harm our busirmeskresults of operations.

Pre-clinical and clinical trials will be lengthy and egensive, and any delay or failure of clinical triglcould prevent us from commercializil
our stent products, which would materially and adsely affect our results of operations and the valof our business.

As part of the regulatory process, we must condlirical trials for each product candidate to destaate safety and efficacy to the
satisfaction of the regulatory authorities, inchglthe U.S. Food and Drug Administration. Clinitrédls are subject to rigorous regulatory
requirements and are expensive and time-consumidggign and implement. It will require the enralmof a large number of patients, and
suitable patients may be difficult to identify aratruit, which may cause a delay in the developraadtcommercialization of our product
candidates. In some trials, a greater number éématand a longer follow up period may be requiRatient enrollment in clinical trials and
the ability to successfully complete patient folloyw depends on many factors, including the sizéefatient population, the nature of the
protocol, the proximity of patients to clinicalest the eligibility criteria for the clinical tri@ind patient compliance. For example, patients may
be discouraged from enrolling in our clinical tsidf the trial protocol requires them to undergte@sive post-treatment procedures or follogv-
to assess the safety and efficacy of our prodoctfiey may be persuaded to participate in conteammmus clinical trials of competitive
products. In addition, patients participating i olinical trials may die before completion of thial or suffer adverse medical events unrelate:
to or related to our products. Delays in patiembiment or failure of patients to continue to pgigate in a clinical trial may cause an increase
in costs and delays or result in the failure ofc¢heical trial.

In addition, the length of time required to comelelinical trials for pharmaceutical and medicalide products varies substantially
according to the degree of regulation and the tgpmplexity, novelty and intended use of a prodact can continue for several years and
millions of dollars. The commencement and comptetibclinical trials for our existing products atithse under development may be delayec
by many factors, including governmental or regulatielays and changes in regulatory requiremenliypand guidelines or our inability or
the inability of any potential licensee to manugmetor obtain from third parties materials suffitiéor use in preclinical studies and clinical
trials.

For example, we decided to discontinue our MASTEfRAI notwithstanding the resources we had sperthe trial due to the change
in market demand and the delay in the U.S. Foodand Administration review process following theluntary field corrective action. With
respect to the drug-eluting stent incorporatingmelidet, it will take more than a year to complete dfinical trials, if required for CE mark
approval, and submit the DES-MicroNet product f& @ark approval and begin to commercialize the pegdeven if the trials are successful.

Physicians may not widely adopt our stents unldssytdetermine, based on experience, I-term clinical data and published peer reviewed
journal articles, that the use of our stents proes a safe and effective alternative to other exigttreatments for coronary artery diseas

We believe that physicians will not widely adopt stents unless they determine, based on experiEmgeterm clinical data and
published peer reviewed journal articles, thatube of our stents provides a safe and effectiegrative to other existing treatments for
coronary artery disease, including coronary angtyass grafting balloon angioplasty, bare-metaltstand other drug-eluting stents, provided
by Boston Scientific Corporation, Medtronic Inchldott Laboratories and others, to carotid endartemsy or using conventional stenting for
carotid artery disease.
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We cannot provide any assurance that the datactedldrom our current and planned clinical trialdl e sufficient to demonstre
that our stents are an attractive alternative hemprocedures. If we fail to demonstrate safety efficacy that is at least comparable to exis
and future therapies available on the market, bilityato successfully market our stents will bgrsficantly limited. Even if the data collect
from clinical studies or clinical experience indiegositive results, each physiciardctual experience with our stents will vary. @l trials
conducted with our stents have involved procedpexformed by physicians who are technically prefitiand are highrolume stent usel
Consequently, both short-term and Idegn results reported in these clinical trials nbaysignificantly more favorable than typical resuil
practicing physicians, which could negatively affemtes of adoptions of our products. We also kelighat published peeeviewed journe
articles and recommendations and support by inflakphysicians regarding our stents will be impaottfor market acceptance and adop
and we cannot assure you that we will receive thesemmendations and support, or that supportitieles will be published.

Physicians currently consider dri-eluting stents to be the industry standard for &tenent of coronary artery disease. None of our oemt
products is a dru-eluting stent, and this may adversely affect ourdiness.

Our ability to attract customers depends to a lasgent on our ability to provide goods that méet¢ustomers’ and the market’s
demands and expectations. If we do not have a ptdbat is expected by the market, we may loseocusts. While physicians currently
consider drug-eluting stents to be the industrgdaiad for treatment of coronary artery diseaseerafrour stent products incorporates drug-
eluting stents. Although we are in the processevitbping a product incorporating a drelgiting stent and MicroNet, there is no assurahat
we will complete the development and commercialmeDES-MicroNet product. Our failure to providelirstry standard devices could
adversely affect our business, financial conditiod results of operations.

Our products are based on a new technology, andhaee only limited experience in regulatory affairahich may affect our ability or the
time required to navigate complex regulatory regaiments and obtain necessary regulatory approvdlsuich approvals are received at all.
Regulatory delays or denials may increase our cpstsise us to lose revenue and materially and adebr affect our results of operatior
and the value of our business.

Because our products are new and long-term suceeasures have not been completely validated, regulagencies, including the
U.S. Food and Drug Administration, may take a digant amount of time in evaluating product appia@plications. For example, there are
currently several methods of measuring restenoslsage do not know which of these metrics, or coration of these metrics, will be
considered appropriate by the U.S. Food and DrugiAigtration for evaluating the clinical efficacy stents. Treatments may exhibit a
favorable measure using one of these metrics anmhfavorable measure using another metric. Any gham the accepted metrics may result
in reconfiguration of, and delays in, our clinitahls. Additionally, we have only limited experignin filing and prosecuting the applications
necessary to gain regulatory approvals, and oniceli, regulatory and quality assurance personmetarrently composed of only 9 employe
As a result, we may experience delays in conneetitim obtaining regulatory approvals for our protiuc

In addition, the products we and any potentialigzes license, develop, manufacture and marksuaject to complex regulatory
requirements, particularly in the U.S., Europe Asd, which can be costly and time-consuming. Thare be no assurance that such approva
will be granted on a timely basis, if at all. F@timore, there can be no assurance of continuedlizomog with all regulatory requirements
necessary for the manufacture, marketing and $ake@roducts we will offer in each market wheuels products are expected to be sold, or
that products we have commercialized will contitneomply with applicable regulatory requiremetits government regulatory agency were
to conclude that we were not in compliance withliapple laws or regulations, the agency could togtiproceedings to detain or seize our
products, issue a recall, impose operating regtnist enjoin future violations and assess civil arichinal penalties against 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 device manufacturedott by us. Furthermore, there can be no assuréiatell necessary regulatory approvals will
be obtained for the manufacture, marketing andisad@y market of any new product developed or &mgt potential licensee will develop
using our licensed technology.
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Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply viitongoing regulatory requirements, or
we experience unanticipated problems with our pratly these products could be subject to restrictiam withdrawal from the market.

Any product for which we obtain marketing approwathe U.S., along with the manufacturing procespest-approval clinical data
and promotional activities for such product, wil subject to continual review and periodic inspetdiby the U.S. Food and Drug
Administration and other regulatory bodies. In waiterr, we and our suppliers will be required tongdy with the U.S. Food and Drug
Administration’s Quality System Regulation for timanufacture of our MGuard stent, which covers tle¢hmds and documentation of the
design, testing, production, control, quality asswe, labeling, packaging, storage and shippirapgfproduct for which we obtain marketing
approval in the U.S. The U.S. Food and Drug Adntiatfon enforces the Quality System Regulationulgfounannounced inspections. We
our third-party manufacturers and suppliers hawteyabbeen inspected by the U.S. Food and Drug Atitnation and will have to successfully
complete such inspections before we receive Udhlagory approval for our products. Failure by uswe of our suppliers to comply with
statutes and regulations administered by the Wb8dRnd Drug Administration and other regulatordibe, or failure to take adequate respr
to any observations, could result in, among othigrgs, any of the following enforcement actions:

« warning letters or untitled letters;

» fines and civil penalties;

» Uunanticipated expenditures;

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

« withdrawal or suspension of approval by the U.Sd~and Drug Administration or other regulatory lesgi
« product recall or seizure;

» orders for physician notification or device repa@placement or refund;
» interruption of production;

» oOperating restrictions;

« injunctions; and

« criminal prosecution.

If any of these actions were to occur, it couldnhaur reputation and could cause our product saldgrofitability to suffer.
Furthermore, key component suppliers may not ctigée or may not continue to be in compliance veifiplicable regulatory requirements.

Even if regulatory approval of a product is grantethe U.S., the approval may be subject to litiotes on the indicated uses for
which the product may be marketed. If the U.S. Faed Drug Administration determines that our praovwl materials, training or other
activities constitute promotion of an unapproved, liscould request that we cease or modify ounitng or promotional materials or subject us
to regulatory enforcement actions. It is also gaesihat other federal, state or foreign enforcena@ithorities might take action if they considet
our training or other promotional materials to dénge promotion of an unapproved use, which cagkllt in significant fines or penalties
under other statutory authorities, such as lawhipiting false claims for reimbursement.
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Moreover, any modification to a device that hagiesd U.S. Food and Drug Administration approvat ttould significantly affect it
safety or effectiveness, or that would constituteagor change in its intended use, design or matwfe, requires a new approval from the (
Food and Drug Administration. If the U.S. Food @vdg Administration disagrees with any determinatiy us that new approval is not
required, we may be required to cease marketirig m@call the modified product until approval igaibed. In addition, we could also be
subject to significant regulatory fines or penaltie

Additionally, we may be required to conduct cogtyst-market testing and surveillance to monitorghfety or efficacy of our
products, and we will be required to report advensents and malfunctions related to our producseiLdiscovery of previously unknown
problems with our products, including unanticipadelyerse events or adverse events of unanticigatestity or frequency, manufacturing
problems, or failure to comply with regulatory rgg@ments, such as Quality System Regulation, msyltrén restrictions on such products or
manufacturing processes, withdrawal of the prodfiota the market, voluntary or mandatory recailse$, suspension of regulatory approvals
product seizures, injunctions or the impositiortiefl or criminal penalties.

Further, healthcare laws and regulations may chaiygéficantly in the future. Any new healthcargvtaor regulations may adversely
affect our business. A review of our business hyrtsoor regulatory authorities may result in a deteation that could adversely affect our
operations. In addition, the healthcare regulatmyironment may change in a way that restrictsoparations.

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

We market our products in international marketsorier to market our products in other foreigngdittions, we must obtain separate
regulatory approvals from those obtained in the. drfsl Europe. The approval procedure varies amouagtdes and can involve additional
testing, and the time required to obtain approvay wiffer from that required to obtain CE mark aSUFood and Drug Administration
approval. Foreign regulatory approval processesin@yde all of the risks associated with obtain@®i§ mark or U.S. Food and Drug
Administration approval in addition to other risk§e may not obtain foreign regulatory approvalsadimely basis, if at all. CE mark approval
does not ensure approval by regulatory authoritiegher countries. We may not be able to fileregulatory approvals and may not receive
necessary approvals to commercialize our produaatgitain markets.

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

The medical device market is highly competitive. ¥éepete with many medical device companies irlit& and internationally in
connection with our current product and productdenrdevelopment. We face competition from numephemaceutical and biotechnology
companies in the therapeutics area, as well as efitiop from academic institutions, government ages and research institutions. When we
commercialize our products, we expect to face sgesompetition from Boston Scientific Corporati@uidant Corporation, Medtronic, Inc.,
Abbott Vascular Devices, Johnson & Johnson, Terdedical Corporation, Covidien Ltd., Cordis Corpdoatand others. Most of our current
and potential competitors, including but not lindit® those listed above, have, and will continubawee, substantially greater financial,
technological, research and development, regulaodyclinical, manufacturing, marketing and satstribution and personnel resources than
we do. There can be no assurance that we will baffisient resources to successfully commerciadigeproducts, if and when they are
approved for sale. The worldwide market for steotdpcts is characterized by intensive developm#aite and rapidly advancing technology.
Our future success will depend largely upon oulitglib anticipate and keep pace with those devalepts and advances. Current or future
competitors could develop alternative technologiesducts or materials that are more effectiveieeds use or more economical than what we
or any potential licensee develop. If our techn@e@r products become obsolete or uncompetitiverelated product sales and licensing
revenue would decrease. This would have a maswmtiadrse effect on our business, financial condiiod results of operations.

27




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

Based on the prolific litigation that has occuriedhe stent industry and the fact that we may @osempetitive threat to some large
and well-capitalized companies that own or conpadknts relating to stents and their use, manuketod delivery, we believe that it is
possible that one or more third parties will asagratent infringement claim against the manufagtuse or sale of our stents based on one or
more of these patents. These companies also owntpatlating to the use of drugs to treat resienstent architecture, catheters to deliver
stents, and stent manufacturing and coating presemsd compositions, as well as general deliveigshar@sm patents like rapid exchange that
might be alleged to cover one or more of our préslus number of stent-related patents are ownegeloy large and well-capitalized
companies that are active participants in the stemket. For example, we are aware of one publiepany that is pursuing patent protection
directed to layered materials disposed over aqaati stent configuration. In addition, it is pdsithat a lawsuit asserting patent infringement
misappropriation of intellectual property, or reldtclaims may have already been filed against wghath we are not aware. As the number of
competitors in the stent market grows, the possitof patent infringement by us, and/or a patefitingement or misappropriation claim
against us, increases.

These companies have maintained their positiohémtarket by, among other things, establishingdl@tiial property rights relating
to their products and enforcing these rights agively against their competitors and new entramtis the market. All of the major companies
in the stent and related markets, including BoSoientific Corporation and Medtronic, Inc., havebeepeatedly involved in patent litigation
relating to stents since at least 1997. The stethtelated markets have experienced rapid techivalbchange and obsolescence in the past,
and our competitors have strong incentives to stagelay the introduction of new products and tetbgies. We may pose a competitive th
to many of the companies in the stent and relatadkets. Accordingly, many of these companies vélidra strong incentive to take steps,
through patent litigation or otherwise, to prevestfrom commercializing our products. Such litigator claims would divert attention and
resources away from the development and/or comaigaiion of our product and product development| eould result in an adverse court
judgment that would make it impossible or impraalitito sell our products in one or more territor

If we fail to maintain or establish satisfactory agements with suppliers or if we experience an imtgtion of the supply of materials fron
suppliers, we may not be able to obtain materidlattare necessary to develop our produr

We depend on outside suppliers for certain raw rizdge These raw materials or components may nedyd be available at our
standards or on acceptable terms, if at all, andag be unable to locate alternative suppliersrodypce necessary materials or components c
our own.

Some of the components of our products are cugr@ntivided by only one vendor, or a single-sourgeptier. For MGuard, we
depend on QualiMed Innovative Medizinprodukte GmisHich manufactures the body of the stent, MeKcekstsahl-Materialbearbeitung for
the laser cutting of the stent, Natec Medical latdd Creganna-Tactx Medical, Ireland for the supplgatheters, and Biogeneral Inc. for the
fiber. We may have difficulty obtaining similar cpwnents from other suppliers that are acceptaltleet®).S. Food and Drug Administration
or foreign regulatory authorities if it becomes eszary.

If we have to switch to a replacement supplierwileface additional regulatory delays and the iniption of the manufacture and
delivery of our stents for an extended period mitj which would delay completion of our clinicahts or commercialization of our products.
In addition, we will be required to obtain priogrdatory approval from the U.S. Food and Drug Adstmation or foreign regulatory authoriti
to use different suppliers or components that n@ybe as safe or as effective. As a result, regolapproval of our products may not be
received on a timely basis or at all.

Our relationship with our strategic partners in corection with the DES-MicroNet product developmenggnnot prove successful.

We plan to develop the DES-MicroNet product witlotstrategic partners who would supply FDA-approse@E-marked drug-
eluting stents. Our successful development of tB&{MicroNet product will depend, among other things our partners’ ability to supply
drug-eluting stents that we may require. Our pastneay not be able to supply us with drug-elutitemns due to bankruptcy, insolvency,
liquidation, or reorganization; a lawsuit asserfpagent infringement, misappropriation of intelleatproperty, or related claims filed against
them; or failure to comply with ongoing regulatagquirements. If our partners are unable to produéficient quantities of drugiuting stent:
for use in our current and planned clinical triglsif their manufacturing process yields substadddents, our development and
commercialization efforts would be delayed and ddantrease our costs.
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We may be exposed to product liability claims andiurance may not be sufficient to cover these claim

We may be exposed to product liability claims basedhe use of any of our products, or productsriparating our licensed
technology, in clinical trials. We may also be es@d to product liability claims based on the séleny such products following the receipt of
regulatory approval. Product liability claims colld asserted directly by consumers, health-canddgers or others. We have obtained product
liability insurance coverage; however such insueamay not provide full coverage for our future ial trials, products to be sold, and other
aspects of our business. We also have liabilityriaasce for our ongoing clinical trials. Insuranceerage is becoming increasingly expensive
and we may not be able to maintain current coveragexpand our insurance coverage to include éutlinical trials or the sale of products
incorporating our licensed technology if marketagproval is obtained for such products, at a restdlercost or in sufficient amounts to prot
against losses due to product liability or atAlsuccessful product liability claim or series ¢dims brought against us could result in
judgments, fines, damages and liabilities thatdtave a material adverse effect on our busingsmdial condition and results of operatio
We may incur significant expense investigating defeénding these claims, even if they do not raadlability. Moreover, even if no
judgments, fines, damages or liabilities are impase us, our reputation could suffer, which coudddra material adverse effect on
business, financial condition and results of openst

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

We depend on the expertise of our senior manageamehtesearch personnel, which would be diffiauitaplace. The loss of the
services of any of our senior management could comise our ability to achieve our objectives. Farthore, recruiting and retaining qualif
personnel will be crucial to future success. Thoeme be no assurance that we will be able to atredttretain necessary personnel on acceptat
terms given the competition among medical deviggebhnology, pharmaceutical and healthcare congganniversities and non-profit
research institutions for experienced managemeigntsts, researchers, sales and marketing andfacaring personnel. If we are unable to
attract, retain and motivate our key personnel,aparations may be jeopardized and our resultpefations may be materially and adversely
affected.

We are an international business, and we are exgbs®evarious global and local risks that could hamematerial adverse effect on our
financial condition and results of operation:

We operate globally and develop and manufacturdymts in multiple countries. Consequently, we feaeplex legal and regulatory
requirements in multiple jurisdictions, which magpese us to certain financial and other risks.riragonal sales and operations are subjec
variety of risks, including:

« foreign currency exchange rate fluctuatis

« greater difficulty in staffing and managing foreigperations
» greater risk of uncollectible accour

« longer collection cycle

« logistical and communications challeng

« potential adverse changes in laws and regulat@gtioes, including export license requirementsidrarriers, tariffs and tax
laws;

« changes in labor conditior
« burdens and costs of compliance with a varietyoodifn laws

« political and economic instabilit
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« the escalation of hostilities in Israel, which abirhpair our ability to manufacture our produ
« increases in duties and taxati

. foreign tax laws and potential increased costscatam with overlapping tax structur

- greater difficulty in protecting intellectual prape

« the risk of third party disputes over ownershigrdéllectual property and infringement of third gaintellectual property by o
products; ant

« general economic and political conditions in thisseign market:

Further, in the past, the State of Israel and Iiscaenpanies have been subjected to an economicdioyseveral countries still restrict
business and trade activity with the State of Isaad with Israeli companies. These restrictivedamd policies may have an adverse impau
our operating results, financial condition or tixpansion of our business.

International markets are also affected by econgaréssure to contain reimbursement levels andhuzak costs. Profitability from
international operations may be limited by riskd ancertainties related to regional economic caowlt regulatory and reimbursement
approvals, competing products, infrastructure dgwalent, intellectual property rights protection @l ability to implement our overall
business strategy. We expect these risks will asgeas we pursue our strategy to expand operatitnsew geographic markets. We may not
succeed in developing and implementing effectiicigs and strategies in each location where welaonhbusiness. Any failure to do so may
harm our business, results of operations and fiahnondition.

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

The availability and levels of reimbursement by gamwmental and other third party payors affect tlaekat for our product candidates.
The efficacy, safety, performance and cost-effectdss of our product candidates and of any conpptivducts will determine the availability
and level of reimbursement. Reimbursement and ek payment systems in international markets sigmnjficantly by country, and include
both government sponsored healthcare and privateance. To obtain reimbursement or pricing apdroveome countries, we may be
required to produce clinical data, which may inebne or more clinical trials, that compares th&t-effectiveness of our products to other
available therapies. We may not obtain internatiogsisnbursement or pricing approvals in a timelymmer, if at all. Our failure to receive
international reimbursement or pricing approvalsildanegatively impact market acceptance of our petglin the international markets in
which those approvals are sought.

We believe that future reimbursement may be sulbgeicicreased restrictions both in the U.S. anidt@rnational markets. There is
increasing pressure by governments worldwide tdasorealth care costs by limiting both the coveragd the level of reimbursement for
therapeutic products and by refusing, in some ¢asgsovide any coverage for products that haweoren approved by the relevant regulator
agency. Future legislation, regulation or reimbovest policies of third party payors may adversélga the demand for our products currel
under development and limit our ability to sell @uoduct candidates on a profitable basis. In adithird party payors continually attempt to
contain or reduce the costs of healthcare by ahgilg the prices charged for healthcare produdlssarvices. If reimbursement for our
products is unavailable or limited in scope or amar if pricing is set at unsatisfactory levelsnket acceptance of our products would be
impaired and future revenues, if any, would be ashklg affected.
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In the U.S. and in the European Union, our businessuld be significantly and adversely affected Bcent healthcare reform legislatio
and other administration and legislative proposals.

The Patient Protection and Affordable Care Act tredHealth Care and Education Reconciliation Aaterenacted into law in the
U.S. in March 2010. Certain provisions of these adgtl not be fully implemented until 2018 for amber of years and there are many
programs and requirements for which the detail€hmat yet been fully established or consequencetitip understood, and it is unclear what
the full impacts will be from the legislation. Thegislation levies a 2.3% excise tax, that begadamuary 1, 2013, on all sales of any U.S.
medical device listed with the U.S. Food and Drumnistration under Section 510(j) of the Fedem@ddr, Drug, and Cosmetic Act and 21
C.F.R. Part 807, unless the device falls withireaemption from the tax, such as the exemption gorgrdirect retail sale of devices to
consumers or for foreign sales of these devicaselEommence sales of our MGuard or CGuard stettieit.S., this new tax may materially
and adversely affect our business and results efatipns. The legislation also focuses on a nurobbtedicare provisions aimed at improving
quality and decreasing costs. It is uncertain iatfbint what negative unintended consequences fvewisions will have on patient access to
new technologies. The Medicare provisions includeie-based payment programs, increased fundingroparative effectiveness research,
reduced hospital payments for avoidable readmissaoil hospital acquired conditions, and pilot progs to evaluate alternative payment
methodologies that promote care coordination (®ischundled physician and hospital payments). Aaldtitily, the provisions include a
reduction in the annual rate of inflation for hdafs which started in 2011 and the establishmeandhdependent payment advisory board to
recommend ways of reducing the rate of growth indidare spending. We cannot predict what healthgeygrams and regulations will be
ultimately implemented at the federal or state ll@véhe U.S., or the effect of any future legigdator regulation. However, any changes that
lower reimbursements for our products or reduceicaégrocedure volumes could adversely affect augitess plan to introduce our products
in the U.S.

On September 26, 2012, the European Commissiorntedlagackage of legislative proposals designedgiace the existing
regulatory framework governing medical deviceshia European Union. These proposals are curreniiy beviewed by the European
Parliament and the Council and may undergo sigmti@mendments as part of the legislative prod¢eadopted by the European Parliament
and the Council in their present form, these predagvisions would, among other things, imposetsirirequirements on medical device
manufacturers and strengthen the supervising canpes of the competent authorities of EuropeantJiiember States and the notified
bodies. As a result, if and when adopted, the pegmew legislation could prevent or delay the Giking of our products under developnr
or impact our ability to modify our currently CE rkad products on a timely basis. The regulatioadfanced therapy medicinal products is
also in continued development in the European Unigtth the European Medicines Agency publishing retinical or safety guidelines
concerning advanced therapy medicinal products rgalar basis. Any of these regulatory changeseaedts could limit our ability to form
collaborations and our ability to continue to comamize our products, and if we fail to comply Wwiny such new or modified regulations
requirements it could adversely affect our businepsrating results and prospects.

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 achieve the etqukbenefits from these investments or otherwidéd@xecute on our strategic initiatives,
we may not achieve the growth improvement we agetang and our results of operations may be agweeffected.

In addition, as part of our strategy for growth, mvay make acquisitions and enter into strategiarales such as joint ventures and
joint development agreements. However, we may aaie to identify suitable acquisition candidatesnplete acquisitions or integr:
acquisitions successfully, and our strategic atignmay not prove to be successful. In this regamglisitions involve numerous risks,
including difficulties in the integration of the epations, technologies, services and productsectiguired companies and the diversion of
management’s attention from other business concAttiough we will endeavor to evaluate the rigkisarent in any particular transaction,
there can be no assurance that we will properlgréaio all such risks. In addition, acquisitionsiicbresult in the incurrence of substantial
additional indebtedness and other expenses onténpially dilutive issuances of equity securiti€sere can be no assurance that difficulties
encountered with acquisitions will not have a matexdverse effect on our business, financial ciomliand results of operations.
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We may have violated Israeli securities law.

We may have violated section 15 of the Israeli 8itea Law of 1968. Section 15 of the Israeli Séies Law of 1968 requires the filing o
prospectus with the Israel Securities Authority émel delivery thereof to offerees in connectionhvan offer or sale of securities to more 1
35 offerees (where for the purpose of calculatimghsnumber, offerees of the type listed on thet Ridklendum of the Israeli Securities Law
1968 shall not be taken into account) during ammbtihth period. We allegedly issued securities taartban 35 offerees during certain 12
month periods, ending in October 2008. Our wholyred subsidiary, InspireMD Ltd., a private compamgorporated under the laws of
State of Israel, applied for a r@tion determination from the Israel Security Auttyoon February 14, 2011 in connection with theefpoing
To date, the Israel Securities Authority has neponded to InspireMD Ltd.’s application for agtion determination and we are unabl
predict when a response will be received. The mawrinpenalties for violating section 15 of the Isr&scurities Law of 1968 are as follo
imprisonment of five years; a fine of up to approately $317,000 to be paid by management of thiatuig company; and a fine of up
approximately $1,590,000 to be paid by the viotocompany, any of which penalties could result imaterial adverse effect on «
operations. We believe that it is unlikely thaheit we or any individual will be subject to finesather penalties as a result of these all
violations.

Risks Related to Operating in Israel

We anticipate being subject to fluctuations in caemcy exchange rates because we expect a substartidion of our revenues will be
generated in Euros and U.S. dollars, while a sigo#dnt portion of our expenses will be incurred indW Israeli Shekels

We expect a substantial portion of our revenuekhgilgenerated in U.S. dollars and Euros, whilgaificant portion of our expenses,
principally salaries and related personnel expensgmid in New Israeli Shekels, or NIS. As a itesue are exposed to the risk that the rate of
inflation in Israel will exceed the rate of devaioa of the NIS in relation to the Euro or the Udsllar, or that the timing of this devaluation
will lag behind inflation in Israel. Because inftai has the effect of increasing the dollar andokasts of our operations, it would therefore
have an adverse effect on our dollar-measuredtsestibperations. The value of the NIS, againstBhm, the U.S. dollar, and other currencies
may fluctuate and is affected by, among other thichanges in Israel’s political and economic comals. Any significant revaluation of the
NIS may materially and adversely affect our casiwé, revenues and financial condition. Fluctuationthe NIS exchange rate, or even
appearance of instability in such exchange ratgldcadversely affect our ability to operate ouribass.

If there are significant shifts in the political, @nomic and military conditions in Israel and itsaighbors, it could have a material adver
effect on our business relationships and profitaibjl

Our sole manufacturing facility and certain of &ey personnel are located in Israel. Our busiredgéctly affected by the political,
economic and military conditions in Israel andn&sghbors. Since the establishment of the Stateraél in 1948, a number of armed conflicts
have occurred between Israel and its Arab neighlfostate of hostility, varying in degree and irgity, has caused security and economic
problems in Israel. Although Israel has entered pdace treaties with Egypt and Jordan, and vaagtsements with the Palestinian Author
there has been a marked increase in violence,uwivést and hostility, including armed clasheswieen the State of Israel and the Palestinian:
since September 2000. The establishment in 20@&yofzernment in the Gaza Strip by representatidgecHamas militant group has created
heightened unrest and uncertainty in the regiomith2006, Israel engaged in an armed conflict wiizbollah, a Shiite Islamist militia group
based in Lebanon, and in June 2007, there wascafaéen in violence in the Gaza Strip. From Decen008 through January 2009, and
again in November and December 2012, Israel engagaa armed conflict with Hamas, which involvedssile strikes against civilian targets
in various parts of Israel and negatively affedtadiness conditions in Israel. In July 2014, Istaghched an additional operation against
Hamas operatives in the Gaza strip in responsalsthian groups launching rockets at Israel. Regelitical uprisings and social unrest in
Syria are affecting its political stability, whidtas led to the deterioration of the political riglaship between Syria and Israel and have raised
new concerns regarding security in the region aedobtential for armed conflict. Similar civil usteand political turbulence is currently
ongoing in many countries in the region. The cargoh political instability and hostilities betweesrdel and its neighbors and any future arme
conflict, terrorist activity or political instabfiy in the region could adversely affect our openagiin Israel and adversely affect the market pric
of our shares of common stock. In addition, sevewahtries restrict doing business with Israel Endeli companies have been and are today
subjected to economic boycotts. The interruptionwtailment of trade between Israel and its presading partners could adversely affect
business, financial condition and results of openat
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In addition, some of our officers or key employe®sy be called to active duty at any time under gemey circumstances for
extended periods of time. See “—Our operationsatbel disrupted as a result of the obligation ofaterof our personnel residing in Israel to
perform military service.”

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

Some of our officers and employees reside in Issadimay be required to perform annual militaryeres duty. Currently, all male
adult citizens and permanent residents of Isragéuthe age of 40 (or older, depending on theiitiposwith the Israeli Defense Forces
reserves), unless exempt, are obligated to penfoilitary reserve duty annually and are subjectdmg called to active duty at any time under
emergency circumstances. Our operations coulddrapted by the absence for a significant periodnaf or more of our officers or key
employees due to military service. Any such disamptould have a material adverse effect on ouinless, results 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 most ofeouployees, many of which are governed by Israeli These agreements
generally prohibit our employees from competingwis or working for our competitors for a speciffgatiod following termination of their
employment. However, Israeli courts are reluctardrtforce non-compete undertakings of former eng#syand tend, if at all, to enforce those
provisions for relatively brief periods of timeiiestricted geographical areas and only when thd@me has unique value specific to that
employer’s business and not just regarding thegsibnal development of the employee. Any suchilibato enforce non-compete covenants
may cause us to lose any competitive advantagétiresfrom advantages provided to us by such canfital information.

We may become subject to claims for remuneratiorr@yalties for assigned service invention rights byr employees, which could result in
litigation and adversely affect our business.

A significant portion of our intellectual propeftyas been developed by our Israeli employees isdhese of their employment for us.
Under the Israeli Patent Law, 5727-1967 (the “Isfatent Law”), inventions conceived by an empkoygkiring the term and as part of the
scope of his or her employment with a company eganded as "service inventions," which belong édimployer, absent a specific agreemer
between the employee and employer giving the ensgl@grvice invention rights. The Israeli Patent ladso provides that if there is no such
agreement between an employer and an employeksritedi Compensation and Royalties Committee (&R Committee”), a body
constituted under the Israeli Patent Law, shakigeine whether the employee is entitled to remuigardor his inventions. The C&R
Committee (decisions of which have been uphelchkyldraeli Supreme Court) has held that employemsshba entitled to remuneration for
their service inventions despite having specificalbived any such rights. Further, the C&R Commaittas not yet set specific guidelines
regarding the method for calculating this remunenadr the criteria or circumstances under whicleamployee’s waiver of his right to
remuneration will be disregarded. We generally eint® intellectual property assignment agreemaiitis our employees pursuant to which
such employees assign to us all rights to any ities created in the scope of their employmenthgagement with us. Although our
employees have agreed to assign to us servicetiomaights and have specifically waived their tigh receive any special remuneration for
such assignment beyond their regular salary andfitgnwe may face claims demanding remuneratiaroimsideration for assigned inventions.
As a consequence of such claims, we could be redjtir pay additional remuneration or royaltiesuo @urrent or former employees, or be
forced to litigate such claims, which could negefvaffect our business.
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It may be difficult for investors in the U.S. to éorce any judgments obtained against us or someof directors or officers

The majority of our assets are located outside tl® In addition, certain of our officers are natits and/or residents of countries
other than the U.S., and all or a substantial portif such persons’ assets are located outsidg.®eAs a result, it may be difficult for
investors to enforce within the U.S. any judgmentitained against us or any of our non-U.S. officerduding judgments predicated upon the
civil liability provisions of the securities lawd the U.S. or any state thereof. Additionally, ibyrbe difficult to assert U.S. securities law clg
in actions originally instituted outside of the UlSraeli courts may refuse to hear a U.S. seegrldw claim because Israeli courts may not be
the most appropriate forums in which to bring saatiaim. Even if an Israeli court agrees to heelaan, it may determine that the Israeli law,
and not U.S. law, is applicable to the claim. Fertfif U.S. law is found to be applicable, certeamtent of applicable U.S. law must be proved
as a fact, which can be a time-consuming and cpstigess, and certain matters of procedure woilldbetgoverned by the Israeli law.
Consequently, you may be effectively prevented fpamsuing remedies under U.S. federal and stat@ities laws against us or any of our
non-U.S. directors or officers.

The tax benefits that are currently available to usder Israeli law require us to satisfy specifiednditions. If we fail to satisfy these
conditions, we may be required to pay increasedetaand would likely be denied these benefits in figire.

InspireMD Ltd. has been granted a “Beneficiary Emtise” status by the Investment Center in thedlsfdinistry of Industry Trade
and Labor, and we are therefore eligible for tamdfit,s under the Israeli Law for the Encouragenoér@apital Investments, 1959. The main
benefit is a two-year exemption from corporate tammencing when we begin to generate net incomeedefrom the beneficiary activities
in facilities located in Israel, and a reduced coape tax rate for an additional five years, deji@ndn the level of foreign investment in each
year. In addition, under the January 1, 2011 amemdno the Israeli Law for the Encouragement ofi@hjnvestments, 1959, a unifor
corporate tax rate of 16% applies to all qualifyingome of “Preferred Enterprise,” which we mayalxe to apply as an alternative tax benefit

The tax benefits available to a Beneficiary Entisgor a Preferred Enterprise are dependent ugofulfilment of conditions
stipulated under the Israeli Law for the Encouragenof Capital Investments, 1959 and its regulati@s amended, which include, among
other things, maintaining our manufacturing fagtin Israel. If we fail to comply with these cdtimhs, in whole or in part, the tax benefits
could be cancelled and we could be required tabny tax benefits that we received in the péstelare no longer eligible for these tax
benefits, our Israeli taxable income would be scidje regular Israeli corporate tax rates. Thedsdath corporate tax rate for Israeli companies
in 2014 is 26.5% of taxable income. The terminatiomeduction of these tax benefits would increagetax liability, which would reduce our
profits.

In addition to losing eligibility for tax benefiturrently available to us under Israeli law, if d@ not maintain our manufacturing
facilities in Israel, we will not be able to reaizertain tax credits and deferred tax assetsyifiacluding any net operating losses to offset
against future profits.

The tax benefits available to Beneficiary Enterpeis may be reduced or eliminated in the future. Thisuld likely increase our tax liability.

The Israeli government may reduce or eliminatdéfuture tax benefits available to Beneficiaryeeptises and Preferred Enterpris
Our Beneficiary Enterprise status and the resuliixgoenefits may not continue in the future airtberrent levels or at any level. The 2011
amendment regarding Preferred Enterprise may nappkcable to us or may not fully compensate wgte change. The termination or
reduction of these tax benefits would likely ingeaur tax liability. The amount, if any, by whictr tax liability would increase will depend
upon the rate of any tax increase, the amount ptanbenefit reduction, and the amount of any bdx@ancome that we may earn in the future.
Risks Related to Our Common Stock
Our stock price has been and may continue to beatitd, which could result in substantial losses fovestors.

The market price of our common stock has been sfiklely to continue to be highly volatile and cddiluctuate widely in response to
various factors, many of which are beyond our adnincluding the following:

« technological innovations or new products and sevby us or our competitc

« additions or departures of key persor
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« sales of our common stock, particularly under agistration statement for the purposes of sellmgather securities, including
management share

« limited availability of freely-tradable “unrestraxd” shares of our common stock to satisfy purchasere@ted deman
- our ability to execute our business p

« operating results that fall below expectati

« loss of any strategic relationst

« industry developmeni

« economic, political and other external factors;

« period-toperiod fluctuations in our financial resu

In addition, the securities markets have from ttméme experienced significant price and volumetiliations that are unrelated to
operating performance of particular companies. &maarket fluctuations may also significantly affdet market price of our common stock.

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

We do not anticipate paying cash dividends on oumroon stock in the foreseeable future. The paymedividends on our common
stock will depend on our earnings, financial coieditand other business and economic factors abaand of directors may consider relevant.
We are also subject to certain restrictions pursteaur loan and security agreement with Herciileshnology Growth Capital, Inc., which
prohibits us from paying dividends or distributiams our common stock. If we do not pay dividends, @mmon stock may be less valuable
because a return on an investment in our commak $tdl only occur if our stock price appreciates.

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

On March 31, 2011, we became subject to reportimbadher obligations under the Securities Exchakgeof 1934, as amended,
including the requirements of Section 404 of theb8aes-Oxley Act of 2002. Section 404 requiresousohduct an annual management
assessment of the effectiveness of our internataisrover financial reporting. It also requiresiadependent registered public accounting firn
to test our internal control over financial repogtiand report on the effectiveness of such contiidlese reporting and other obligations place
significant demands on our management, adminig&atiperational, internal audit and accounting ueses. Any failure to maintain effective
internal controls could have a material adversecefdn our business, operating results and stack.gvioreover, effective internal control is
necessary for us to provide reliable financial répand prevent fraud. If we cannot provide rekatihancial reports or prevent fraud, we may
not be able to manage our business as effectigalyeawould if an effective control environment égds and our business and reputation with
investors may be harmed.
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There are inherent limitations in all control systes, and misstatements due to error or fraud mayurcand not be detected.

The ongoing internal control provisions of Sectiii# of the Sarbanes-Oxley Act of 2002 require udéatify of material weaknesses
in internal control over financial reporting, whigha process to provide reasonable assuranceliegdhe reliability of financial reporting for
external purposes in accordance with accountimgjmies generally accepted in the U.S. Our managgnreluding our chief executive offic
and chief financial officer, does not expect that imternal controls and disclosure controls wikkyent all errors and all fraud. A control
system, no matter how well conceived and operatmua provide only reasonable, not absolute, assertdyat the objectives of the control
system are met. In addition, the design of a cbsyrstem must reflect the fact that there are resooonstraints and the benefit of controls 1
be relative to their costs. Because of the inhdnanitiations in all control systems, no evaluatmincontrols can provide absolute assurance the
all control issues and instances of fraud, if amygur company have been detected. These inhengtations include the realities that
judgments in decisic-making can be faulty and that breakdowns can deeaause of simple errors or mistakes. Furthettralsncan be
circumvented by individual acts of some persons;dijusion of two or more persons, or by managemgatride of the controls. The desigr
any system of controls is also based in part upotain assumptions about the likelihood of futurergs, and there can be no assurance that
any design will succeed in achieving its statedgjaader all potential future conditions. Over timecontrol may be inadequate because of
changes in conditions, such as growth of the compaincreased transaction volume, or the degremwipliance with the policies or
procedures may deteriorate. Because of inhereitalions in a coseffective control system, misstatements due tor@rdéraud may occur ar
not be detected.

In addition, discovery and disclosure of a mataesiehkness, by definition, could have a materiakasky impact on our financial
statements. Such an occurrence could discouratgrceustomers or suppliers from doing businesk w#, cause downgrades in our future
debt ratings leading to higher borrowing costs affieict how our stock trades. This could in turnategely affect our ability to access public
debt or equity markets for capital.

Delaware law, our corporate charter and bylaws aodr stockholder rights plan, or poison pill, contaianti-takeover provisions that could
delay or discourage takeover attempts that stockleos may consider favorable.

Our board of directors is authorized to issue shafgreferred stock in one or more series anétthé voting powers, preferences
and other rights and limitations of the preferrtmtk. Accordingly, we may issue shares of prefestedk with a preference over our common
stock with respect to dividends or distributionsligaidation or dissolution, or that may otherwagversely affect the voting or other rights of
the holders of common stock. Issuances of prefestezk, depending upon the rights, preferencedasnations of the preferred stock, may
have the effect of delaying, deterring or prevemtinchange of control, even if that change of a@bmiright benefit our stockholders. In additi
we are subject to Section 203 of the Delaware Géi@orporation Law. Section 203 generally prohibifsublic Delaware corporation from
engaging in a “business combination” with an “ietged stockholder” for a period of three yearsrdfte date of the transaction in which the
person became an interested stockholder, unlepsdi)to the date of the transaction, the boardifctors of the corporation approved either
the business combination or the transaction whéshlted in the stockholder becoming an interestatkbolder; (ii) the interested stockholder
owned at least 85% of the voting stock of the caapon outstanding at the time the transaction cemead, excluding for purposes of
determining the number of shares outstanding @)eshowned by persons who are directors and alieeisf and (b) shares owned by emplc
stock plans in which employee participants do ramehthe right to determine confidentially whetheares held subject to the plan will be
tendered in a tender or exchange offer; or (iiijposubsequent to the date of the transactiorhulaess combination is approved by the boar
and authorized at an annual or special meetingpokbolders, and not by written consent, by théeratitive vote of at least 66 2/3% of the
outstanding voting stock which is not owned byititerested stockholder.

Section 203 could delay or prohibit mergers or otakeover or change in control attempts with respeus and, accordingly, may
discourage attempts to acquire us even thoughati@msaction may offer our stockholders the opymity to sell their stock at a price above
the prevailing market price.

If securities and/or industry analysts fail to canue publishing research about our business, if thehange their recommendatior
adversely or if our results of operations do not ete¢heir expectations, our stock price and tradiaglume could decline.

The trading market for our common stock will belushced by the research and reports that industsecurities analysts publi
about us or our business. If one or more of theséyats cease coverage of our company or fail igtureports on us regularly, we could |
visibility in the financial markets, which in turtould cause our stock price or trading volume tdide. In addition, it is likely that in sor
future period our operating results will be beldw expectations of securities analysts or investbome or more of the analysts who cove
downgrade our stock, or if our results of operatidn not meet their expectations, our stock prizédcdecline.
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Risks Related to our Indebtedness

Our obligations under our $10 million principal ten loan are secured by substantially all of our atseso if we default on those obligations,
the lender could foreclose on our assets. As a testithese security interests, such assets woulty e available to satisfy claims of our
general creditors or to holders of our equity sedies if we were to become insolvent at a time wlilea value of such assets exceeded
amount of our indebtedness and other obligations.dddition, the existence of these security intdsasay adversely affect our financial
flexibility.

The lender under our $10 million principal termrdaas a security interest in substantially all @f assets and those of InspireMD
Ltd., our wholly-owned subsidiary. As a resultwié default under our obligations to the lender,|émeler could foreclose on its security
interests and liquidate some or all of these asadtich would harm our business, financial conditamd results of operations.

In the event of a default in connection with ounkaiptcy, insolvency, liquidation, or reorganizatiohe lender would have a prior
right to substantially all of our assets to thelesion of our general creditors. In that event, assets would first be used to repay in full all
indebtedness and other obligations secured byetigel, resulting in all or a portion of our assetmg unavailable to satisfy the claims of any
unsecured indebtedness. Only after satisfying diens of any unsecured creditors would any amoera\ailable for our equity holders.

The pledge of these assets and other restrictiayslimit our flexibility in raising capital for o#r purposes. Because substantially all
of our assets are pledged under the $10 milliomcgpal term loan, our ability to incur addition&csired indebtedness or to sell or dispose of
assets to raise capital may be impaired, whichdchalre an adverse effect on our financial flexiili

Our loan and security agreement contains customaemgts of default. In addition, an event of default include the occurrence of a
circumstance that would reasonably be expectedye b material adverse effect upon (i) our busirgssrations, properties, assets, prospect
or condition (financial or otherwise), (ii) our ity to perform our obligations under the agreemamd any related loan documents or (jii) the
collateral, the lender’s liens on the collateratta priority of such liens.

We have a substantial amount of indebtedness, whitdly adversely affect our cash flow and our abilttyoperate our business.

Pursuant to the terms of our loan and securityeagest, the lender made a term loan to us and kidpirLtd. in aggregate amount of
$10 million. We are required to make monthly payteef interest until August 31, 2014, monthly payrseof principal and interest after such
date, and repay the entire principal balance agdiapaid interest on February 1, 2017.

The terms of our term loan could have negative egusnces to us, such as:

« we may be unable to obtain additional financinfuted working capital, operating losses, capitalenditures or acquisitions on
terms acceptable to us, or at

« the amount of our interest expense may increasauseoour term loan has a variable rate of intateshy time that the prime ra
as reported in the Wall Street Journal, is abo%@65

« we will need to use a substantial portion of owghcBiows to pay principal and interest on our téwam, which will reduce the
amount of money we have for operations, workingtegapital expenditures, expansion, acquisitiongeneral corporate or
other business activitie

« we may have a higher level of debt than some otouorpetitors, which may put us at a competitivadiantage

» we may be unable to refinance our indebtednessromstacceptable to us, or at all;
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« we may be more vulnerable to economic downturnsaaivérse developments in our industry or the ecgniargenera

Our ability to meet our expenses and debt obligatiwill depend on our future performance, whicH b affected by financial,
business, economic, regulatory and other factoeswill be unable to control many of these factstgsh as economic conditions. We cannc
certain that our earnings will be sufficient tooal us to pay the principal and interest on our @elokt meet any other obligations. If we do not
have enough money to service our debt, we mayduérasl, but unable to refinance all or part of existing debt, sell assets, borrow money o
raise equity on terms acceptable to us, if aaltl the lender could foreclose on its securityr@gts and liquidate some or all of our assets.

Our loan and security agreement contains covenatfitat could limit our financing options and liquidif position, which would limit our
ability to grow our business.

Covenants in our loan and security agreement imppseating and financial restrictions on us. Thesgrictions prohibit or limit our
ability, and the ability of InspireMD Ltd., to, amg other things:

« pay cash dividends to our stockhold

« redeem or repurchase our common stock or othetye
« incur additional indebtedne

« permit liens on asse

« make certain investments (including through theugition of stock, shares, partnership or limitedbility company interests, any
loan, advance or capital contributic

« sell, lease, license, lend or otherwise conveynterést in a material portion of our assets;
« cease making public filings under the SecuritiesHaxge Act of 1934, as amenc

These restrictions may limit our ability to obtadditional financing, withstand downturns in ousimess or take advantage of
business opportunities. Moreover, additional detarfcing we may seek, if permitted, may contaimtethat include more restrictive
covenants, may require repayment on an accelesatextiule or may impose other obligations that louit ability to grow our business, acqt
needed assets, or take other actions we mightwifeconsider appropriate or desirable.

Iltem 5. Other Information

On October 23, 2013, we entered into an atrtiaeket issuance sales agreement with MLV & Co. I(MLV), pursuant to which we may iss
and sell shares of our common stock in an aggregateint up to $40.0 million from time to time in ‘@t-the-market” offering as defined in
Rule 415 under the Securities Act of 1933, as aménithrough MLV as our sales agent. On Augus034, we sold 948,000 shares of our
common stock, at $2.40 per share, pursuant totttieeamarket issuance sales agreement with ML\hesE sales resulted in net proceeds to L
of approximately $2.2 million. We paid MLV compeati®n at a commission rate of 3% of the gross sdke®r to these sales, we have not
made any sales under this “at-the-market” equitgrofg program, and, as of September 30, 2014 eshafrour common stock having an
aggregate value of approximately $37.7 million rared available for sale under this offering prograBuch sales were made pursuant to our
effective $40 million shelf registration stateméled with the SEC in October 2013 (File No. 333t8395). Our securities purchase agreemer
with purchasers of shares of our common stock aardants to purchase our common stock, dated Novemi#914, entered into in connect
with the registered direct offering, prohibits werf issuing and selling additional shares of oumemn stock under this “at-the-market” equity
offering program until November 7, 2016.

Item 6. Exhibits

See Index to Exhibits.
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SIGNATURES

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

INSPIREMD, INC.

Date: November 12, 2014 By: /s/ Alan Milinazzo

Name: Alan Milinazzc

Title: President and Chief Executive Offic

Date: November 12, 2014 By: /s/ Craig Short

Name: Craig Shor

Title: Chief Financial Officer, Secretary and Tsager
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EXHIBIT INDEX

Exhibit No. Description

3.1 Amended and Restated Certificate of Incopmmgincorporated by reference to Exhibit 3.1 ten@nt Report on Form 8-K
filed with the Securities and Exchange Commissiom\pril 1, 2011)

3.2 Amended and Restated Bylaws (incorporateefgrence to Exhibit 3.2 to Current Report on F&ni filed with the
Securities and Exchange Commission on April 1, 2!

3.3 Certificate of Amendment to Amended and Redt&ertificate of Incorporation (incorporated leference to Exhibit 3.1 to
Current Report on Form-K filed with the Securities and Exchange CommissiarDecember 21, 201

3.4 Certificate of Designation, Preferences amgh® of Series A Preferred Stock (incorporateddigrence to Exhibit 3.1 to
Current Report on Formr-K filed with the Securities and Exchange CommissiarOctober 25, 201!

10.1 Employment Agreement, dated July 14, 20¢4ra between InspireMD, Inc. and James J. BainyD Rincorporated by
reference to Exhibit 10.1 to Current Report on F&-K filed with the Securities and Exchange Commissiarjuly 18, 2014

10.2 Nonqualified Stock Option Agreement, dated July2@,4, by and between InspireMD, Inc. and JamBsuly, Ph.D
(incorporated by reference to Exhibit 10.2 to Caotfeeport on Form 8-K filed with the Securities dxthange Commission
on July 18, 2014

10.3 Incentive Stock Option Agreement, dated 1dly2014, by and between InspireMD, Inc. and Jam8sirry, Ph.D
(incorporated by reference to Exhibit 10.3 to Catfeeport on Form 8-K filed with the Securities &xthange Commission
on July 18, 2014

10.4 Restricted Stock Award Agreement, dated 14[y2014, by and between InspireMD, Inc. and Jam@sarry, Ph.D
(incorporated by reference to Exhibit 10.4 to Caotfeeport on Form 8-K filed with the Securities dxthange Commission
on July 18, 2014

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

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

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

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

101* The following materials from the Compan@sarterly Report on Form 10-Q for the quarter enSegtember 30, 2014,

formatted in XBRL (eXtensible Business Reportingigaage), (i) Condensed Consolidated Balance SHagtSpndensed
Consolidated Statements of Operations, (iii) CosddrnConsolidated Statements of Cash Flows, arttiéu)otes to the
Condensed Consolidated Financial Statem

* Filed herewith.
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EXHIBIT 31.1

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

[, Alan Milinazzo, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.

2. Based on my knowledge, this report does notaiom@ny untrue statement of a material fact or amgtate a material fact necessary tc
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this repo

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act

Rules 13-15(f) and 15-15(f)) for the registrant and hav

a.

designed such disclosure controls and procedareaused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

designed such internal control over financigbréing, or caused such internal control over foialhreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

evaluated the effectiveness of the registsagiisclosure controls and procedures and presentais report our conclusions ab:
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such

evaluation; ant

disclosed in this report any change in the tegjig's internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!

functions):

all significant deficiencies and material weads®s in the design or operation of internal comvelr financial reporting which

a.
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refpmahcial information; an
b. any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin
November 12, 201 /s/ Alan Milinazzo

Alan Milinazzo

Chief Executive Office




EXHIBIT 31.2

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

I, Craig Shore, certify that:

1. | have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.

2. Based on my knowledge, this report does notaiom@ny untrue statement of a material fact or amgtate a material fact necessary tc
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this repo

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act

Rules 13-15(f) and 15-15(f)) for the registrant and hav

a.

designed such disclosure controls and procedareaused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

designed such internal control over financigbréing, or caused such internal control over foialhreporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

evaluated the effectiveness of the registsagiisclosure controls and procedures and presentais report our conclusions ab:
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such

evaluation; ant

disclosed in this report any change in the tegjig's internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!

functions):

all significant deficiencies and material weads®s in the design or operation of internal comvelr financial reporting which

a.
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refpmahcial information; an
b. any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin
November 12, 201 /sl Craig Short

Craig Shore

Chief Financial Office




Exhibit 32.1

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

This certification is furnished solely pursuanSection 906 of the Sarban@sdey Act of 2002 (18 U.S.C. 1350) and accompattieQuarter!
Report on Form 10-Q (the “Form 10-Q") for the qeatnded September 30, 2014 of InspireMD, Inc. @wmpany”). |, Alan Milinazzo, the
Chief Executive Officer of the Company, certify thased on my knowledge:

(1) The Form 1-Q fully complies with the requirements of Secti@{(d) or Section 15(d) of the Securities ExchangeofAd 934; anc

(2) The information contained in the Form 10-Qlfapresents, in all material respects, the finamaiadition and results of operations of
the Company as of and for the periods coveredignréport.

Date: November 12, 2014 By: /s/ Alan Milinazzo

Name: Alan Milinazzo
Title:  Chief Executive Office

The foregoing certification is being furnished aseahibit to the Form 10-Q pursuant to Item 6013B)(of Regulation S-K and Section 906 of
the Sarbanes-Oxley Act of 2002 (subsections (a)hdf Section 1350, Chapter 63 of Title 18, Uditetates Code) and, accordingly, is not
being filed as part of the Form 10-Q for purposieSextion 18 of the Securities Exchange Act of 1@&4amended, and is not incorporated by

reference into any filing of the Company, whethexda before or after the date hereof, regardleasyfieneral incorporation language in suct
filing.




Exhibit 32.2

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

This certification is furnished solely pursuanSection 906 of the Sarban@sdey Act of 2002 (18 U.S.C. 1350) and accompattieQuarter!
Report on Form 10-Q (the “Form 10-Q") for the qearnded September 30, 2014 of InspireMD, Inc. ‘@wmpany”). |, Craig Shore, the
Chief Financial Officer and Principal Financial @#r of the Company, certify that, based on my kiedlge:

(1) The Form 1-Q fully complies with the requirements of Secti@{(d) or Section 15(d) of the Securities ExchangeofAd 934; anc

(2) The information contained in the Form 10-Qlfapresents, in all material respects, the finamaiadition and results of operations of
the Company as of and for the periods coveredignréport.

Date: November 12, 2014 By: /s/ Craig Short

Name: Craig Shore
Title:  Chief Financial Office

The foregoing certification is being furnished aseahibit to the Form 10-Q pursuant to Item 6013B)(of Regulation S-K and Section 906 of
the Sarbanes-Oxley Act of 2002 (subsections (a)hdf Section 1350, Chapter 63 of Title 18, Uditetates Code) and, accordingly, is not
being filed as part of the Form 10-Q for purposieSextion 18 of the Securities Exchange Act of 1@&4amended, and is not incorporated by

reference into any filing of the Company, whethexda before or after the date hereof, regardleasyfjeneral incorporation language in suct
filing.




