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EXPLANATORY NOTE

We filed our Transition Report on Form 10-KT foettransition period from July 1, 2013 to DecembkrZ013 (the “Original
Report”). We are filing this Amendment No. 1 on Fot0-KT/A (“Amendment No.1") to the Original Repdrécause the Original Report
inadvertently omitted the date of the Report of $&man & Kesselman, Independent Registered Pulslioénting Firm. The Report of
Kesselman & Kesselman, Independent RegistereddAbtounting Firm is dated February 26, 2014. Weehaade no further changes to the
Original Report. This Amendment No. 1 does notafevents occurring after the filing of the OrailReport, nor does it modify or update
disclosures and information contained in the OdgReport in any way other than described in thisagraph. Accordingly, this Amendment
No. 1 should be read in conjunction with the Or&iReport and our other filings with the SEC sulbsan to the filing of the Original Repo
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PART |

In this Transition Report on Form 10-K/T, unless ttontext requires otherwise, the terms “we,” “otus,” or “the Company” for
periods prior to the closing of our share exchangiesactions on March 31, 2011 refer to InspireMB. La private company incorporated ur
the laws of the State of Israel that is now our lyhowned subsidiary, and its subsidiary, takermaghole, and the terms “we,” “our,” “us,” or
“the Company’for periods subsequent to the closing of the shachange transactions refer to InspireMD, Inc.géalare corporation, and
subsidiaries, including InspireMD Ltd., taken astzole.

Item 1. Business
Change in Fiscal Year End

On September 16, 2013, our board of directors ayggra change in our fiscal year-end from June 3Dewember 31, effective
December 31, 2013. This Transition Report on FoBaKAT reports our financial results for the six ntoperiod from July 1, 2013 through
December 31, 2013, which we refer to as the “ttanrsperiod” throughout this report. Following ttransition period, we will file annual
reports for each twelve month period ended Decer@beaf each year beginning with the twelve monttiqueended December 31, 2014.

History

We were organized in the State of Delaware on Fepr9, 2008 as Saguaro Resources, Inc. to engabe acquisition, exploration
and development of natural resource propertiesM@rch 28, 2011, we changed our name from “Saguaso&ces, Inc.” to “InspireMD, Inc.”

On March 31, 2011, we completed a series of sharieamge transactions pursuant to which we issuedhiareholders of InspireMD
Ltd. 12,666,666 shares of common stock (as adjdstethie one-for-four reverse stock split of oungoon stock that occurred on December
21, 2012) in exchange for all of InspireMD L#glissued and outstanding ordinary shares, resuittititge former shareholders of InspireMD L
holding a controlling interest in us and InspireMi. becoming our wholly-owned subsidiary. In adatit all options, warrants or other
securities convertible into or exercisable for nedy shares of InspireMD Ltd. were exchanged fdiomg, warrants or other securities
convertible into or exercisable for shares of ammon stock.

Immediately following the share exchange transastiove transferred all of our pre-share exchangeating assets and liabilities to
our wholly-owned subsidiary, Saguaro Holdings, lacDelaware corporation, and transferred all @udao Holdings, Inc.’s outstanding
capital stock to Lynn Briggs, our then-majorityatbolder and our former president, chief executifficer, chief financial officer, secretary-
treasurer and sole director, in exchange for tineatation of 1,875,000 shares of our common staskadjusted for the one-for-four reverse
stock split of our common stock that occurred ordédeber 21, 2012) held by Ms. Briggs.

After the share exchange transactions and thetdivwesof our pre-share exchange operating assetdiabilities, we succeeded to the
business of InspireMD Ltd. as our sole line of bess, and all of our then-current officers andadoes resigned and were replaced by
designees of InspireMD Ltd.

Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagnsplatform technology,
MGuard™ . MGuard provides embolic protection in stentingqadures by placing a micronet mesh sleeve ovema Gee photograph below
of an MGuard stent). Our initial products are méaklefor use mainly in patients with acute cororgygdromes, notably acute myocardial
infarction (heart attack) and saphenous vein g@inary interventions (bypass surgery). Accordmthe TYPHOON STEMI trial (New
England Journal of Medicine, 2006) and the SOS gvi@ (Journal of the American College of Cardiofpg§009), of patients with acute
myocardial infarction and saphenous vein graft oarg interventions, 7.5% to 44% experience majoeesk cardiac events, including cardiac
death, heart attack and restenting of the artetyeW\performing stenting procedures in patients adthite coronary symptoms, interventional
cardiologists face a difficult dilemma in choosimgth the aim of ensuring adequate protection fdistal embolization (the dislodgement of
particles from the artery wall that results in ladot), between bare-metal stents, which haveh rite of restenosis (formation of new
blockages), and drug-eluting (drug-coated) stemitich have a high rate of late thrombosis (fornratib clots months or years after
implantation), require administration of anti-platedrugs for at least one year post proceduremanme costly than bare-metal stents and have
additional side effects. We believe that MGuard @mple and seamless solution for these patiEntsthe six months ended December 31,
2013, our total revenue was approximately $3.liomland our net loss was approximately $9.3 millidor the six months ended December
31, 2012, our total revenue was approximately #iilBon and our net loss was approximately $9.4lionil.




MGuard Sleeve — Microscopic View

We intend to study our MGuard technology for use liroad range of coronary related situations iitcivbomplex lesions occur and
intend to seek to make it an industry standardréatment of acute coronary syndromes. We belieaepatients will benefit from a cost-
effective alternative which we believe will prowetiave a superior clinical efficacy and safety jedhan other stent technologies. We believe
that with our MGuard technology, we are well pasigd to emerge as a key player in the global stemnket.

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

In October 2007, our first generation product, M@uard Coronary, received CE Mark approval for timeent of coronary arterial
disease in the European Union. CE Mark is a mamgatinformance mark on many products marketeder&hropean Economic Area and
certifies that a product has met European Uniorseorer safety, health or environmental requireméfissbegan shipping our product to
customers in Europe in January 2008 and have sixmanded our global distribution network to Soustiéesia, India, Latin America and
Israel.

Our initial MGuard Coronary product incorporatestainless steel stent. We replaced this staintes$ glatform with a more
advanced cobalt-chromium based platform, whicheferrto as the MGuard Prime version of the MGuasdo@ary product. We believe the
new platform will prove to be superior because tietlaromium stents are generally known in the induto provide better deliverability and
possibly even a reduction in major adverse carel@nts. In particular, according to Jabara, gt'alThird Generation Ultra-thin Strut Cobalt
Chromium Stent: Histopathological Evaluation in ¢loe Coronary Arteries,” Eurolntervention, NovemB809), due to its greater density,
cobalt-chromium enables the construction of stdrashave both thinner struts and similar radiedregth as stainless steel, with its thicker
struts. In turn, Jabara, et al. found that the ceduthickness of the struts provides more flextipgéind lower crossing profiles, thereby reducing
the inflammatory response and neointimal thickenpaentially lowering restenosis and target vessedscularization rates.

The MGuard Prime version of the MGuard Coronarydpit received CE Mark approval in the European bimoOctober 2010 for
improving luminal diameter and providing emboliofaction. We believe we can use and leverage thieal trial results of our original
stainless steel based MGuard Coronary to help rhatkenew cobalthromium based MGuard Prime version of the MGuavtb@ary produc
In addition, MGuard Carotid received CE Mark apg@ian the European Union in March 2013.




However, we face a number of challenges to thdanéurgrowth of our MGuard Coronary and other plankiésuard products. For
example, we face competition from numerous pharotaza and biotechnology companies in the therapsuarea, as well as competition fr
academic institutions, government agencies anarelsenstitutions. Most of our current and potdnt@mpetitors have, and will continue to
have, substantially greater financial, technologiesearch and development, regulatory and clinmanufacturing, marketing and sales,
distribution and personnel resources than we dadtiition, none of our products are currently apptby the U.S. Food and Drug
Administration. Clinical trials necessary to sugpmpremarket approval application to the U.S. Food andgDkdministration for our MGuar
products, including one that is underway, will b@ensive and will require the enrollment of a langenber of patients, and suitable patients
may be difficult to identify and recruit, which maguse a delay in the development and commerdializaf our product candidates.
Furthermore, our rights to our intellectual propewith respect to our products could be challengredur products could be challenged in view
of third party intellectual property rights. Basaul the prolific litigation that has occurred in tstent industry and the fact that we may pose a
competitive threat to some large and well-capitalizompanies that own or control patents relatrgténts and their use, manufacture and
delivery, we believe that it is possible that onenore third parties will assert a patent infringgclaim against the manufacture, use or si
our MGuard products based on one or more of thatnts. Additionally, there is a strong preferetacase drug-eluting stents in some
countries. Over the last decade, there has beercarasing tendency to use drug-eluting stentemoyganeous coronary intervention (PCI),
commonly known as angioplasty (a therapeutic procetb treat narrowed coronary arteries of thettfeand in patients with heart disease),
with a usage rate of drug-eluting stents in PClrapphing 70-80% in some countries, even though-étuting stents do not address thrombus
management in acute myocardial infarction. Alse,uke of other bare-metal stents is preferred tineeuse of MGuard products in certain
circumstances, such as when placing the stenearttrance to large side branches, known as ‘ggléinge side branches.”

Unless otherwise indicated, in this Annual Repafierences to MGuard Coronary are to both ourahdtiainless steel based MGuard
Coronary and our more current cobalt-chromium b&4€diard Prime version of the MGuard Coronary, gdiaable.

Our principal executive offices are located at 8&lumbus Avenue, Boston, MA 02116. Our telephonalmer is (857) 45%553. We
make available free of charge through our webgitevav.inspire-md.com our annual reports on FormKl@uarterly reports on Form 10-Q,
current reports on Form 8-K and amendments to thegsarts. You may also obtain any materials weilh, or furnish to, the U.S. Securities
and Exchange Commission on its website at www.sgc.g

Business Segment and Geographic Areas

For financial information about our one operatimgl aeportable segment and geographic areas, cefBatt [I—Item 7.
Management'’s Discussion and Analysis of Financ@dition and Results of Operations” and “Part |l-adficial Statements and
Supplementary Data—Note 12. Entity Wide Disclostires

Our Industry

According to Fact Sheet No. 310/updated June 201t80Norld Health Organization, approximately milion people worldwide
died of ischaemic heart disease in 2011. Physicdadspatients may select from among a varietyeattnents to address coronary artery
disease, including pharmaceutical therapy, balkmogioplasty, stenting with bare metal or drug-elytstents, and coronary artery bypass graf
procedures, with the selection often depending uperstage of the disease. A stent is an expantsdd&old-like” device, usually constructt
of a stainless steel material, that is insertedl &mt artery to expand the inside passage and iragriood flow.

According to the 2014 MEDTECH OUTLOOK produced ird@mber 2013 by BMO Capital Markets, revenues fitzerglobal
coronary stent market are predicted to slighthidegalthough in volume of stents the market isdicted to continue to grow. The growth in
volume is due to the appeal for less invasive gar®@ous coronary intervention procedures and a@gancechnology coupled with the
increase in the elderly population, obesity rates @dvances in technology.




Coronary artery disease is one of the leading caofdeath worldwide. The treatment of coronargm@grtisease includes alternative
treatment methodologies, that is, coronary artgpabs grafting or angioplasty (percutaneous coxoiméervention) with or without stenting.
According to the 2014 MEDTECH OUTLOOK produced bg BMO Capital Markets in December 2013, the pamebus coronary
intervention procedures involving stents useddattcoronary artery diseases had an estimated Ga%etpenetration rate in 2013.

Our Products

The MGuard stent is an embolic protection devicgedeaon a protective sleeve, which is constructéaban ultra-thin polymer mesh
and wrapped around the stent. The protective slises@mprised of a micron level fiber-knitted meshgineered in an optimal geometric
configuration and designed for utmost flexibilithie retaining strength characteristics of the fibaterial (see illustration below). The sleeve
expands seamlessly when the stent is deployedoutitiffecting the structural integrity of the steantd can be securely mounted on any tyg
stent.

MGuard Deployed in Artery

The protective sleeve is designed to provide séeéirécal benefits:

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

« the protective sleeve reduces plaque dislodgenmehblncks debris from entering the bloodstreamrduend post procedure (called
embolic showers)

« in future products, when drug coated, the meshkpee&ed to deliver better coverage and uniform dlisgribution on the arterial wall
and therefore potentially reduce the dosage ohtige ingredient when compared to approved -eluting stents on the market; a

« the protective sleeve maintains the standardscohaentional stent and therefore should requitie lib no additional training by
physicians

MGuard — Coronary Applications

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




MGuard Coronary with a bio-stable mesh.Our first MGuard product, the MGuard Coronaryhaa bio-stable mesh, is comprised of
our mesh sleeve wrapped around a stainless stexehital stent. The current MGuard Prime versioawfMGuard Coronary with a bistable
mesh is comprised of our mesh sleeve wrapped arawothalt-chromium bare-metal stent. In comparisam conventional bammetal stent, w
believe the MGuard Coronary with a bio-stable mgslvides protection from embolic showers. Resultsompleted clinical trials on the
MGuard Coronary stent, including the MAGICAL, PISINE, MGuard international registry (iMOS) and MASR Eclinical trials described
below (see “— Comparison of Clinical Trial ResutisDate with Results Achieved Using Bare Metal oud3Eluting Stents in the STEMI
Population” below), indicate positive outcomes aafety measures.

The results of the initial single arm trials (MAGAC, PISCIONE and iMOS) for the MGuard Coronary stenggest higher levels of
reperfusion, lower rates of 30-day and 1-year magiverse cardiac events, and high levels of com8&tresolution, as compared to the level:
and rates of other bare-metal and drug-elutingstémGuard Coronary demonstrated high levels ofglete ST resolution (occurrence in 61%
of patients in the MAGICAL study and 90% of pateim the PISCIONE study for the MGuard Coronarygtand lower rates of 30 day and 1
year major adverse cardiac events (2.4% and 5&8pectively, for the MGuard Coronary stent), asgarmd to the levels and rates of ot
bare-metal and drug-eluting stents, as reportediagr et. al. (Cardiac death and reinfarction aftgear in the Thrombus Aspiration during
Percutaneous coronary intervention in Acute mydeaidfarction Study (TAPAS): a 1-year follow-upusly, Lancet 2008; 371: 1915-20). As
reported in the study by Vlaar et. al., completer&olution occurred in 44.2% of patients with sebmetal stent and 56.6% of patients with a
bare-metal stent preceded by an aspiration proeednd the 30 day and 1 year major adverse cagsliextt rates were 9.4% and 20.3%,
respectively, for patients with a bare-metal stamt 6.8% and 16.6%, respectively, for patients wilaremetal stent preceded by an aspira
procedure. Furthermore, results from the HORIZON@}H£rial demonstrated that 1-year major adverseliearevent rates were 10.5% for
patients with drug eluting stents. Complete ST Irg&m is the evidence of a quick and adequatepgisarance of the pathologic ST elevatio
the patient’s electrocardiogram, which is the clearker of STEMI. The faster and more completeréselution is, the better recovery of the
myocardium and the better prognosis for the patMlatar et. al. reported that a higher completer&blution correlates with lower mortality
and/or reinfarction rates among affected patiecasdjac mortality was 1.4% for patients with cont@IST resolution compared to 15.3% for
patients with no ST resolution).

With respect to our MASTER | trial, 30 day, 6 moiatid 12 month results were reported on Octobe2@%2, May 23, 2013 and
October 19, 2013, respectively (See “— Clinicaklsi— Completed Clinical Trials for MGuard Coron&@are Metal Stent Plus Bio-Stable
Mesh"). As described below, the MASTER | trial demtrated superior rates of epicardial coronary flommplete ST-segment resolution and
a slightly lower mortality rate with the MGuard @omary as compared to commercially-approved barelmedrug-eluting stents. However,
unlike the other trials described above, the MASTH#fRl failed to show a statistically significareduced rate of 30 day, 6-month or 12-montl
major adverse cardiac events with the MGuard Cayoo@ampared to a conventional bare metal stent.

MGuard Coronary with a drug eluting bio-absorbablaesh.Based upon the clinical profile of MGuard Coronamg anticipate that
the MGuard Coronary with a drug-eluting bio-absbitbanesh will offer comparable levels of reperfusamd complete ST resolution to the
MGuard Coronary with a bio-stable mesh, as desdritmve, and a comparative restenosis rate, whittteirate at which patients experience
formation of new blockages in their arteries, whempared to existing drug-eluting stents. Whilefeeesibility of attaching our biabsorbabl
mesh onto various approved drug eluting stentarisently being evaluated, a proprietary MGuard @arg with a drug-eluting bio-absorbable
mesh is not yet under development. The bio-absdiyadlf MGuard Coronary with a drug eluting bio-sdrbable mesh is intended to improve
upon the bio-absorbability of other drug-elutingrgs, in light of the large surface area of thelmaesd the small diameter of the fiber. We
intend to study whether the protective sleeve enMiGGuard Coronary with a drug-eluting bio-absorkabkesh can improve uniform
distribution of the applied drug to the vessel iatlimproved drug therapy management comparedherarug-eluting stents, where the drug
is distributed on the struts only. If this intendedult is achieved with respect to the improved @amform distribution of the applied drug to
vessel wall, the total dosage of the medicatioepiilly could be reduced while increasing itsafttiy. MGuard Coronary with a drug-eluting
bio-absorbable mesh is expected to promote smauttst@ble endothelial cell growth and subsequéeatiamnent to the lumen of the vessel
wall, which is essential for rapid healing and neary.




MGuard — Carotid Applications

We intend to market our mesh sleeve coupled wiblfaexpandable stent (a stent that expands withalldon dilation pressure or
need of an inflation balloon) for use in carotichhgations. We obtained CE Mark approval for our WiEd carotid stent in March 2013 and
expect to commence our first clinical study of gisduct in the first half of 2014. We believe thar MGuard design will provide substantial
advantages over existing therapies in treatingticheotery stenosis (blockage or narrowing of theotid arteries), like conventional carotid
stenting and endarterectomy (surgery to removekalpe), given the superior embolic protection chiaréstics witnessed in coronary arterial
disease applications in high risk patient poputetioNe intend that the embolic protection will iestwm the mesh sleeve, as it traps emboli a
their source. In addition, we believe that MGuaatdiid will provide post-procedure protection agaiembolic dislodgement, which can occul
immediately after a carotid stenting procedure igraften a source of post-procedural strokes irbtlaén. Schofer, et al. (“Late cerebral
embolization after emboli-protected carotid artetgnting assessed by sequential diffusion-weightagdnetic resonance imaginggurnal of
American College of Cardiology Cardiovascular Intentions, Volume 1, 2008) have also shown that the majaitghe incidents of embolic
showers associated with carotid stenting occur ithately post-procedure.

MGuard — Peripheral Applications

We intend to market our mesh sleeve coupled wiblfaexpandable stent (a stent that expands withalldon dilation pressure or
need of an inflation balloon) for use in periphexpplications. This product is currently under depment, although we have temporarily
delayed its development until additional fundingésured. Peripheral Artery Disease, also knowpeapheral vascular disease, is usually
characterized by the accumulation of plaque inri@den the legs, need for amputation of affectedts or even death, when untreated.
Peripheral Artery Disease is treated either bynty\to clear the artery of the blockage, or by imfifeg a stent in the affected area to push the
blockage out of the way of normal blood flow.

As in carotid procedures, peripheral procedurechagacterized by the necessity of controlling elistshowers both during and post-
procedure. Controlling embolic showers is so imgatrin these indications that physicians oftenamesred stents, at the risk of blocking
branching vessels, to ensure that emboli doesatiahfo the bloodstream. We believe that our MGudesign will provide substantial
advantages over existing therapies in treatingoperal artery stenosis (blockage or narrowing efghripheral arteries).

Product Development and Critical Milestones

Below is a list of the products described above @ndorojected critical milestones with respectdah. As used below, “CQ” stands
for calendar quarter (e.g., “CQ1-2013” means Jantia?013 through March 31, 2013). While we cuseatticipate seeking approval from
the U.S. Food and Drug Administration for all ofrquioducts in the future, we have only outlineceatimated timetable to seek U.S. Food ant
Drug Administration approval for our MGuard Coropavith bio-stable mesh product in our current baseplan. The use of the term “to be
determined” in the table below with regard to dertailestones indicates that the achievements i snilestones is unable to be accurately
predicted as such milestones are too far in thedut

Start European FDA

Product Indication Development CE Mark Union Sales Approval U.S. Sales
MGuard Coronary Plus Bio-Stable Bypass/ 2005 Oct. 2007 CQ1-2008 CQ2-2016 2016
Mesh Coronary
MGuard Peripheral Plus Bio-Stable  Peripheral CQ1-2011 To be To be To be To be
Mesh Arteries determinec determinec determinec determinec
MGuard Carotid Plus Bio-Stable Carotid CQ1-2011 March 2013 To be To be To be
Mesh Arteries determinec determinec determinec
MGuard Coronary Plus Bio- Bypass/ To be determined To be To be To be To be
Absorbable Dru-Eluting Mesh Coronary determinec determinec determinec determinec

With respect to MGuard Carotid with bio-stable mask MGuard Peripheral with bio-stable mesh, weetdatermined that the
expected commencement of sales in the Europeamldaionot be accurately predicted since (i) saleaamtacommence for MGuard Carotid
until we have further clinical data for this protdland (ii) the development of MGuard Peripherahwito-stable mesh has been postponed unt
we have additional funding.

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




Pre-Clinical Studies

We performed laboratory and animal testing pricsibmitting an application for CE Mark approval far MGuard Coronary with
bio-stable mesh. We also performed all CE Mark-iegumechanical testing of the stent. We condupteeclinical animal trials at the CBSET
lab in July 2006 and August 2007. In these animialst on average, the performance of the MGuandRary with bio-stable mesh was
comparable with the performance of control barealmgents. Analysis also indicated that in thesmabhtrials, the mesh produced levels of
inflammation comparable with those levels produlcgdtandard bare-metal stents. No human trials w@nducted as part of these pre-clinical
trials.

The table below describes our completed and plapredlinical trials. The use of the term “To baatenined”in the table below wit
regard to milestone dates in our pre-clinical stadndicates that we have not yet decided whenhedsile such milestones.

Stent Approval
Product Platform Requirement Start of Study End of Study
MGuard Coronary Bare-Metal Stent Plus BiStable CE Mark (European Union + CQ4-2006 CQ3-2007
Mesh Rest of World)
Drug-Eluting Mesh (Barddetal CE Mark (European Union + To be determined  To be determined
Stent Plus Drug-Eluting Mesh) Rest of World)
FDA (U.S)) To be determine To be determine
Cobalt-Chromium Stent Plus FDA (U.S)) CQ2-2011 CQ2-2012
Bio-Stable
Mesh
MGuard Peripheral/Carotid Self Expanding System Plus CE Mark (European Union + CQ4-2012 CQ2-2013
Mesh Rest of World)

With respect to the preclinical studies for MGu@atonary with a drug eluting bio-absorbable meksa ttials have been indefinitely
suspended due to our determination to focus owr simd resources on other trials at this time.

Clinical Trials

The table below describes our completed and planleidal trials. The use of the term “To be detered” in the table below with
regard to milestone dates in our clinical trialdigates that we have not yet decided when to sébedich milestones. All milestone dates set
forth in the table below are our best estimategsthapon the current status of each clinical trial.




Study Status

Stent Clinical Follow-up No. of Start End End of
Product Platform Trial Sites Requirement Objective Patients Enrollment Enrollment Study
Study
to evaluate
safety and
performance
MGuard Bare-Metal Stent Plu:  Germany— of MGuard
Coronary Bio-Stable Mest two sites 12 months system 41 CQ4-2006 CQ4-2007 CQz-2008
Brazil -
one site 12 months 30 CQ4-2007 CQ1-2008 CQz-2009
Poland-
four sites 3 years 60 CQz-2008 CQZ-2008 CQz&-2012
Internationa
MGuard
Observational
Study —
worldwide —
19 sites 12 months 550 CQ1-2009 CQ1-2013 CQI-2014
Israeli MGuarc
Observational
Study — Israel —
9 sites 6 months 87 CQ4-2009 CQ1-2013 CQs-2013
Master
randomized
control trial —
9 countries,
50 centers in
South America,
Europe and Israt 13 months 433 CQz-2011 CQz-2012 CQ:z-2013
Brazil
Observational To be To be
Study- 25 sites 12 months Up to 500 CQ&-2010 determinec determinec
Pivotal study tc
evaluate
safety and
performance
FDA Study- of MGuard
70 sites, U.S. system for
and out of U.S 13 months FDA approval 1,114 CQz-2013 CQ4-2014 CQ1-2016
Pilot study
to evaluate
safety and
performance
Drug-Eluting of MGuard
Sten system for
(BareMetal South Americe FDA and
Stent + Drur and Europe — CE Mark To be To be To be To be
Eluting Mesh 10 sites To be determine approval determinec determinec determinec determinec
To be To be To be To be
U.S.- 50 sites To be determine determinec determinec determinec determinec
Evaluation
Rest of World of safety
as an and efficacy
Observational 12 months to : for specific To be To be To be To be
Study years indications determinec determinec determinec determinec
Pilot study
to evaluate
safety and
performance
of MGuard
South Americe system for CE Mar
SeltExpandin¢ and Europe — To be To be To be To be
MGuard Periphere System + Mes four sites 12 months approval determinec determinec determinec determinec
Evaluation of
safety and
efficacy for
specific
Rest of World indications
SeltExpandin¢ as a post-
MGuard Carotic System + Mes registry study 12 months marketing 30 CQz-2014 CQz-2014 CQ:z-2015

10




Each of the patient numbers and study dates détifothe tables above are management’s best dstih#éhe timing and scope of
each referenced trial. Actual dates and patientomrexmay vary depending on a number of factorydieg, without limitation, feedback fro
reviewing regulatory authorities, unanticipatedagslby us, regulatory authorities or third partptcactors, actual funding for the trials at the
time of trial initiation and initial trial results.

The MGuard Coronary clinical trials for the drugHithg stent have been delayed from our previoushanced target until additional
funding is secured.

With respect to the MGuard Peripheral clinicalltfaa the self-expanding system plus mesh, the dt@te has been delayed from our
previously announced start date until additionaling is secured.

With respect to the MGuard Carotid clinical triat the self-expanding system plus mesh, the numigatients has been decreased
due to feedback from the clinical trial leaderg thamaller patient population would be sufficiéartthis clinical trial.

Completed Clinical Trials for MGuard Coronary Bare- Metal Stent Plus Bio-Stable Mesh

As shown in the table above, we have completedlsiical trials with respect to our MGuard Coronavigh bio-stable mesh. Our first
study, conducted at two centers in Germany, inautliepatients with either saphenous vein graft manp interventions or native coronary
lesions treatable by a stenting procedure (blockageere no bypass procedure was performed). Theaw3Doronary rate of device success,
meaning the stent was successfully deployed inafyget lesion, was 100% and the rate of procedwedess, meaning there were no major
adverse cardiac events prior to hospital dischargs,95.1%. At six months, only one patient (2.4%aoticipants) had major Q-wave
myocardial infarction (QWMI) and 19.5% of particiga had target vessel revascularization (an inegsiecedure required due to a stenosis il
the same vessel treated in the study). This dajacsts MGuard Coronary’s safety in the treatmentesh grafts and native coronary legions.

Our 2007 study in Brazil included 30 patients whergvcandidates for a percutaneous coronary intdoretangioplasty) due to nati
coronary lesion(s) and/or narrowing of a nativeooary artery or a bypass graft. In all patients,gtent was successfully deployed with perfec
blood flow parameters (the blood flow parametex lmeasurement of how fast the blood flows in ther&@s and the micro circulation systen
the heart). Except for a single case of a majoeesbycardiac event (3% of participants) that wasQwMI, there were no major cardiac
events at the time of the follow-up 30 days afier deployment of the stents.

The MAGICAL study, which was conducted in Polamdilided 60 patients with acute ST-segment elevatigocardial infarction
(the most severe form of a heart attack, refemeast*STEMI”). The purpose of the study was to eas the clinical performance of MGuard
Coronary with bio-stable mesh when used in STEMiepés where percutaneous coronary interventidhesprimary line of therapy. Perfect
blood flow in the artery was achieved in 90% ofiguatis, perfect blood flow into the heart muscle weBieved in 73% of patients and complete
(>70%) restoration of electrocardiogram normalityswachieved in 61.4% of patients. The total majoesse cardiac events rate during the six
month period following the deployment of the stemts 1.7% and after a three-year period was 8.8%.

Our observation study in Europe was an open rggestimched in the first calendar quarter of 2008isTegistry enrolled 550 patients
in 19 sites, primarily in Austria, Czech Republi@aHungary, and was aimed at evaluating the pedooa of MGuard Coronary with bio-
stable mesh in a “real world” population. Basedruiee number of patients enrolled, we decideddsecknrollment on January 10, 2013 and
concentrate on clinical follow-up for this studyhé primary endpoint that this registry evaluatea tee occurrence of major adverse cardiac
events at 30 days and six months following deplaynoé the stent. The clinical follow-up continueat &1 period of up to one year per patient.
We expect to have a final report of the resultgftbis study available in the first calendar quaotfe2014.
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Our observational study in Israel was an open tgglisunched in the fourth calendar quarter of 2004s registry enrolled 87
patients. Based upon the number of patients edroe decided to close enrollment on February &328hd concentrate on clinical follow-up
for this study. The primary endpoint that this stgi evaluated was the occurrence of major adwaasdiac events at 30 days following
deployment of the stent. The clinical follow-up wamducted six months following deployment of thens. We expect to have a final report of
the results from this study available in the featendar quarter of 2014.

In the second calendar quarter of 2011, we begaMtBuard for Acute ST Elevation Reperfusion Trighich we refer to as our
“MASTER | trial"), a prospective, randomized stuidyEurope, South America and Israel to compareévttzaiard Coronary stent with
commercially-approved bare metal and drug-elutiegts in achieving superior myocardial reperfugitve restoration of blood flow) in
primary angioplasty for the treatment of acute STElE most severe form of heart attack. The MASTE#al enrolled 433 subjects, 50% of
whom were treated with an MGuard Coronary stent%0% of whom were treated with a commercially-appbbare metal or drug-eluting
stent. The detailed acute and 30 days results fihentrial, which were presented at the Transcatt@tediovascular Therapeutics (TCT)
conference on October 24, 2012, were as follows:

« The primary endpoint of post-procedure completes8d@ment resolution (restoration of blood flow te tieart muscle after a heart
attack) was significantly improved in patients ramized to the MGuard Coronary stent compared toncernially-approved bare
metal or dru-eluting stents (57.8% vs. 44.79

« The MGuard Coronary stent resulted in superiorsrafehrombolysis in myocardial infarction (TIMI)fw, which evidences normal
coronary blood flow that fills the distal corondrgd completely, as compared to commercially-apptdage metal or drug-eluting
stents (91.7% vs. 82.9%), with comparable ratamyafcardial blush grade 2 or 3 (83.9% vs. 84.7%)a@ndected TIMI frame count
(CTFC) (17.0 vs. 18.1), markers of optimal bloaulflto the heart

« Angiographic success rates (attainment of <50% fesidual stenosis of the target lesion and firiM| 3 flow) were higher in the
MGuard Coronary group compared to commerc-approved bare metal or dr-eluting stents (91.7% vs 82.49

« Mortality (0% vs. 1.9%) and major adverse cardiaengs (1.8% vs. 2.3%) at 30 days post procedure wet statistically significantly
different between patients randomized to the MGatbnary stent as opposed to commercially-apprivaee metal or drug-eluting
stents. All other major adverse cardiac event corapts, as well as stent thrombosis, were compalegileeen the MGuard Coronary
and commerciall-approved bare metal or di-eluting stents

The six month results from the trial, which weregented at EuroPCR, the official annual meetinp@fEuropean Association for
Percutaneous Cardiovascular Interventions, on My @13, were as follows:

« Mortality (0.5% vs. 2.8%) and major adverse cardiaents (5.2% vs. 3.4%) at 6 months post procedare not statistically
significantly different between patients randomitedhe MGuard Coronary stent as opposed to comaligrapproved bare metal or
drug-eluting stents. All other major adverse cardigent components, as well as stent thrombosig e@mparable between the
MGuard Coronary and commercie-approved bare metal or di-eluting stents

The twelve month results from the trial, which wpresented at the Transcatheter Cardiovasculaaphbatics (TCT) conference on
October 29, 2013, were as follows:

« Mortality (1.0% vs. 3.3%) and major adverse cardiaents (9.1% vs. 3.3%) at 12 months post procedare not statistically
significantly different between patients randomitedhe MGuard Coronary stent as opposed to comaligrapproved bare metal or
drug-eluting stents. All other major adverse cardigent components, as well as stent thrombosig e@mparable between the
MGuard Coronary and commercie-approved bare metal or di-eluting stents
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In sum, the MASTER | trial demonstrated that ampagients with acute STEMI undergoing emergency BCangioplasty, MGuard
Coronary resulted in superior rates of epicardimbnary flow (blood flow within the vessels thatralong the outer surface of the heart) and
complete ST-segment resolution compared to comalbr@pproved bare metal or drigduting stents. In addition, MGuard Coronary show
slightly lower mortality rate and a slightly higherajor adverse cardiac event rate as comparedtimeacially-approved bare metal or drug-
eluting stents six and twelve months following frecedure.

A detailed table with the results from the MASTERi&l is set forth below. In statistical signifiwee testing, “p-Value” refers to the
probability of obtaining a given test result. Aniyttp less than 0.05 is considered statistically ifigant.

MGuard Coronary Bare Metal Stents/Drug Eluting Stent:  p-Value

Number of Patient 217 21€ —
TIMI 0-1 1.€ 5.€ 0.01
TIMI 3 91.7 82.¢ 0.00¢
Myocardial blush grade-1 16.1 14.¢ 0.71
Myocardial blush grade 74.2 72.1 0.62
ST segment resolution > 57.¢ 447 0.00¢
30 day major adverse cardiac ev 1.6 2.3 0.7t
6 month major adverse cardiac ev 5.2 3.4 0.34
12 month major adverse cardiac ev 9.1 3.3 0.0z

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

In the third calendar quarter of 2010, we launch@&tazilian registry to run in 25 Brazilian sitegdaenroll 500 patients. The primary
endpoint that this registry will evaluate is thewaence of major adverse cardiac events at sixmsdollowing the deployment of the stent,
and the clinical follow-up will continue for a ped of up to one year per patient. As of February228.4, 24 patients of the prospective 500
have been enrolled.

U.S. Food and Drug Administration Trial

Presently, none of our products may be sold or etatkin the U.S. In connection with our effortséek approval of our MGuard
Coronary with bio-stable mesh by the U.S. Food @ngy Administration, we filed an investigationaMitee exemption application with the
U.S. Food and Drug Administration during the sumofe2012 in order to conduct a pivotal trial. OnrAd9, 2013, we received an approval
with conditions from the U.S. Food and Drug Admirason for our investigational device exemptiompkgation, which allowed us to initiate
enrollment in the trial. This trial, which we refieras our “MASTER |l trial,” is expected to be allti-center, randomized study, consisting of
up to 1,114 patients suffering from STEMI, through85 sites in the U.S. and an additional 35 sitdsurope. The MASTER |I trial will have
two co-primary endpoints: superiority in complefe f@solution and nomferiority in death and target vessel myocardidhiction. In addition
a 356 patient sub-study will be conducted to astessffect of the MGuard Coronary on infarct sagemeasured by magnetic resonance
imaging, and an additional 200 patient sub-studi/bvei conducted to assess the late lumen loss,uredhat 13 months. We expect that the
clinical follow-ups for the subjects in the study will be at 30gj@jx months and 12 months. The budget for the W& Il trial is estimated 1
be up to $13.0 million and the enroliment phaseaherstudy is expected to last 18 months. We begaviiment in the MASTER | trial on Ju
29, 2013.

Comparison of Clinical Trial Results to Date with Results Achieved Using Bare Metal or Drug-Eluting Stnts in the STEMI Population

13




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

the MAGICAL study, a single arm study in which 6fuge ST-segment elevation myocardial infarctiom (tost severe form of a
heart attack, referred to as STEMI) patients wefslthan 12 hours symptom onset were enrolleépasted in “Mesh Covered Stent
in ST-segment Elevation Myocardial Infarction”Burolntervention 2010 and presented by D. Dudek, “Extended Folipvef the
MAGICAL Trial”, EuroPCR 2012

the PISCIONE study, a single arm study in which SGEMI patients were enrolled, as reported in “Néglhtre Experience with
MGuard Net Protective Stent in ST-elevation Myodgarthfarction: Safety, Feasibility, and Impact btyocardial Reperfusion” in
Catheter Cardiovasc Intery2009 and presented by F. Piscione, “MulticentkpeEience MGuard with MGuard net Protective Stant i
ST-elevation Myocardial Infarction: Long-term ResU Transcatheter Cardiovascular Therapeutics (jT€dnference 2010 and F.
Piscione*MGuard in Acute MI: Thre-Year Follow-up”, TCT Conference 201:

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

the Jain study, which looks at a small group oSFEMI patients, as reported in “Prevention of Thbas Embolization during
Primary Percutaneous Intervention Using a NovellMegvered Stent” in Catheter Cardiovasc Interv,280d presented by R.
Weermckody, “A Mesh Covered Stent Effectively Rezhuthe Risk of Digital Embolisation During Primdgrcutaneous Intervention
for ST Elevation Myocardial Infarctic” EuroPCR 201C

Our meta-analysis included data from the followtrigls:

The CADILLAC (Controlled Abciximab and Device Int&gation to Lower Late Angioplasty Complications)dy, which found that
primary stent implantation is a preferred stratéaythe treatment of acute myocardial infarctios r@ported in “A Prospective,
Multicenter, International Randomized Trial CompagriFour Reperfusion Strategies in Acute Myocarltifdrction: Principal Report
of the Controlled Abciximab and Device Investigatio Lower Late Angioplasty Complications (CADILLACTrial” in Journal of
American College of Cardiolog, 2001, “Comparison of Angioplasty with Stentingtwor without Abciximab, in Acute Myocardial
Infarction” in New England Journal of Medicine€002, “Frequency, Correlates, and Clinical Imgiens of Myocardial Perfusion
After Primary Angioplasty and Stenting, With andtiéiut Glycoprotein lIb/llla Inhibition, in Acute Mycardial Infarction” inJournal
of the American College of Cardiolog2004 and “Combined Prognostic Utility of ST-segmRecovery and Myocardial Blush After
Primary Percutaneous Coronary Intervention in Addyecardial Infarctio” in European Heart Journg, 2005;

The EXPORT trial which was a randomized open-latedly whose primary endpoint was to evaluate fioyrovement in AMI
patients using either conventional stenting orrasipin followed by stenting, as reported in “Sysé¢icPrimary Aspiration in Acute
Myocardial Percutaneous Intervention: A MulticerlR@ndomised Controlled Trial of the Export AspivatiCatheter” in
Eurolnterventior, 2008;

The EXPIRA trial which was a single-center studyeidl to explore pre-treatment with manual thromlragtas compared to
conventional stenting, as reported in “Thrombusiksdipn During Primary Percutaneous Coronary Inéation Improves Myocardial
Reperfusion and Reduces Infarct Size: The EXPIRAr¢mbectomy with Export Catheter in Infarct-relatetiery During Primary
Percutaneous Coronary Intervention) ProspectivadBaized Trig” in Journal of American College of Cardiolo, 2009;

The REMEDIA trial, whose objective was to assessd#ifety and efficacy of the EXPORT catheter foortibus aspiration in STEMI
patients, as reported in “Manual Thrombus-Aspiratimproves Myocardial Reperfusion: The Randomizedliation of the Effect of
Mechanical Reduction of Distal Embolization by Timigus-Aspiration in Primary and Rescue AngioplaRENEDIA) Trial” in
Journal of American College of Cardiolo, 2005;
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« The Horizons-AMI (Harmonizing Outcomes with RevdaciZzatiON and Stents in Acute MI), which is thedast randomized trial
which compared drug-eluting stents to bare megadtstin myocardial infarction patients, as repoitetPaclitaxel-Eluting Stents
Versus Bare-Metal Stents in Acute Myocardial Infimt” in New England Journal of Medicing009, “Bivalirudin in Patients
Undergoing Primary Angioplasty for Acute Myocardiafarction (HORIZONS-AMI): 1-Year Results of a Réomised Controlled
Trial” in Lancet, 2009, and “Heparin Plus a Glycoprotein I1b/llfhibitor Versus Bivalirudin Monotherapy and Paclgkeluting
Stents Versus Bare-metal Stents in Acute Myocatdfalction (HORIZONS-AMI): Final 3-year Resultofn a Multicentre,
Randomised Controlled Tr” in Lancet, 2011; anc

« The TAPAS Trial which showed that thrombus asparatbefore stenting benefits Ml patients, as regoineé Thrombus Aspiration
During Primary Percutaneous Coronary Interventiorilew England Journal of Medicin€2009 and Cardiac Death and Reinfarcti
After 1 Year in the Thrombus Aspiration During Rganeous Coronary Intervention in Acute Myocarthidhrction Study (TAPAS):
A 1-year Follov-up Stud” in Lancet, 2008.

The nonrandomized, pooled data analysis of MGuard Coronatgomes in STEMI population show comparable ratéerombolysi
in myocardial infarction (TIMI) 3 flow with no sidficant difference of the historical control as qoamned to MGuard Coronary (87.8% and
91.7%, respectively), while the rates of myocartlakh grade score 3 (37.3% for the historical mdra@nd 81.6% for MGuard Coronary) and
ST segment resolution>70% (53.6% for the historcatrol and 79.1% for MGuard Coronary) are siguaifitly better with the MGuard
Coronary. MGuard Coronary also appears consistenigrior at the 30 days major adverse cardiact€8et?6 for the historical control and
2.4% for MGuard Coronary) and 1 year major adveesdiac event (12.8% for the historical control &#@P%6 for MGuard Coronary)
endpoints. The data appears in the following tables

NAME OF STUDY

MAGICAL PISCIONE iMOS Jain Average
Number of Patient 60 10C 203 51 414 (Total
Thrombolysis in myocardial infarctior-1,% 0 0 1.2 0 0.€
Thrombolysis in myocardial infarction 3, a0 85 93.t 10C 91.7
Myocardial blush grade-1,% 3.3 0 — — 1.2
Myocardial blush grade 3, 73 a0 8C — 81.¢
ST segment resolution>70%, 61 90 — — 79.1
ST segment resolution>50%, 88 — 85.4 96 87.€
30 day major adverse cardiac even 0 2.2 3.2 — 2.4
6 month major adverse cardiac event 0 4.t 6.C — 4.€
1 year major adverse cardiac event — 5.€ 6.C 6.C 5.¢
1 year target vessel revascularizai — 2.3 & 6.C 2.8
Acute Binary Resteonosis 6M, — — 19.¢* — 19.C
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THREE YEAR FOLLOW UP STUDIES
NAME OF STUDY

MAGICAL PISCIONE iMOS Jain Average
Number of Patient 57 out of 6C 8¢ — — —
Cardiac death at 3 7% 2.2% — — —
Non Cardiac death at 3 1.8% 6.8% — — —
Re-MI at 3Y 0% 7.% — — —
TLR at 3Y 1.8% Not Reporte — — —
TVR at 3Y Include TLF 3.5% 4.5% — — —
Stroke 1.8% Not Reporte — — —
Stent thrombosis Definite / Probal 0% 2.2% — — —
MACE (Cardiac death, F-MI, TLR) 8.8% 10.1% — — —
MACCE (All death, target vessel MI, TVR, Stro 10.52% Not Reporte — — —
Horizons-  Horizons- Historical Level of
Trial CADILLAC AMI AMI TAPAS TAPAS EXPORT EXPORT EXPIRA EXPIRA REMEDIA  REMEDIA  comparisor MGuard Significance
Stent + Thrombus Thrombus  Thrombus
Group Abciximab BMS DES aspiration  control control TA control  aspiration  aspiration control Average Average
5124 414

Number of Patient 524 74¢ 2257 53¢t 53€ 12¢ 12C 87 88 50 48 (total) (total)
Thrombolysis in myocardit

infarction (-1,% — — — — — 3.¢ 2.4 1.1 Q0 — — 2.1 0.€
Thrombolysis in myocardial

infarction 3,% 96.¢ 89.8 87.€ 86 82.t 76.¢ 82 — — — = 87.¢ 91.7
Myocardial blush grade-1,% 48.7 — — 17.1 26.2 31.€ 27.€ 40.2 11.4 32 55.1 35.2 1.2 *
Myocardial blush grade 3, 17.¢ — — 457 32.2 25.¢ 35.¢ — — — — 37.2 81.€ hid
ST segment resolution>70%, 62.1 — — 56.¢ 44.2 — — 39.1 63.¢ 58 36.7 53.¢ 79.1
ST segment resolution>50%, — — — — — 71.¢ 8t — — — — 78.2 87.€
30 day major adverse cardiac ever 4.4 — — 6.€ 94 — — — — 10 10.2 8.4 2.4 bl
6 month major adverse cardi

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

events,% — 11.¢ 10.t 16.€ 20.2 — — — — — — 12.¢ 5.¢ *
Acute Binary Resteonosis 6 month 20.¢ — — — — — — — — — — 20.¢ 19.C
1 year target vessel revasculariza — 8.7 5.8 12.¢ 11.2 — — — — — — 8.C —
Acute Binary Resteonosis 1 year — 21 8.2 — — — — — — — — 11.5 —




Future Clinical Trials for MGuard Coronary

We expect that post-marketing trials will be corntédco further evaluate the safety and efficacthefMGuard Coronary with bio-
stable mesh in specific indications. These tridlslve designed to facilitate market acceptance exmhnd the use of the product. In other
countries outside of the U.S., we believe that eregally will be able to rely upon CE Mark approséthe product, as well as the results o
MASTER Il trial and MASTER 1 trial in order to okitalocal approvals.

Growth Strategy

Our primary business objective is to utilize oungmietary technology to become the industry stashdiar treatment of acute coronary
syndromes and to provide a superior solution tactiremon acute problems caused by current stentoaegdures, such as restenosis, embolic
showers and late thrombosis. We are pursuing tlewimg business strategies in order to achieve thiective.

« Successfully commercialize MGuard Coronary with -stable mesh We have begun commercialization of MGuard Corgméth a
bio-stable mesh in Europe, Russia, Asia and LatireAca through our distributor network and direcdetling efforts and we are
aggressively pursuing additional registrations emwkracts in other countries such as Canada, e and certain smaller
countries in Latin America. By the time we beginrkaing this product in the U.S., we expect to hammduced the MGuard
Coronary technology to clinics and interventioraidiologists around the world, and to have fostémethd name recognition and
widespread adoption of MGuard Coronary. We plaadmomplish this by participating in national antemational conferences,
conducting and sponsoring clinical trials, publigharticles in scientific journals, holding locedining sessions and conducting
electronic media campaigr

« Successfully develop the next generation of MGuatdnts. While we market our MGuard Coronary with bio-seabiesh, we intend
to develop the MGuard Coronary with a drug-elutingsh. We are also working on our MGuard stentsdootid, for which we
received CE Mark approval in March 2013. In additizve released our cobalt-chromium version of M@W@oronary, MGuard
Prime, in 2010, which has predominantly replaced, \&e anticipate will entirely replace, the oridistainless steel based version of
MGuard Coronary over the next few yesz

- Continue to leverage MGuard technology to develagional applications for interventional cardioldgts and vascular surgeons.
In addition to the applications described abovepelgeve that we will eventually be able to utilizer proprietary technology to
address imminent market needs for new product iations to significantly improve patients’ care. Waeve applied for intellectual
property rights using our mesh technology in tremarof brain aneurism, treating bifurcated blocgsets and a new concept of distal
protective devices. We believe these areas hage owth potential given, in our view, that presssiutions are far from
satisfactory, and there is a significant demand#idter patient care. We believe that our patemd,patent applications once allowed,
can be put into practice and that they will drive growth at a later stag

«  Work with world-renowned physicians to build awaress and brand recognition of MGuard portfolio of pducts. We work closely
with leading cardiologists to evaluate and enshieecffficacy and safety of our products. Some ddehominent physicians will serve
on our Scientific Advisory Board, which is our aslwiy committee that advises our board of directams, run clinical trials with the
MGuard Coronary stent. We believe these individuattee convinced of the MGuard Coronary steappeal, will be invaluable ass
in facilitating the widespread adoption of the stém addition, we plan to look to these cardiofdgito generate and publish scientific
data on the use of our products, and to preseintfihdings at various conferences they atte
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« Establish relationships with collaborative and déepment partners to fully develop and market ourigting and future products
We are seeking strategic partners for collaboratgearch, development, marketing, distributiorgtber agreements, which could
assist with our development and commercializatifores for MGuard Coronary and other potential prots that are based on our
proprietary mesh technology. We are in discusswitts multiple potential partners and may enter iatoarrangement to pursue
further development and commercialization of theselucts.

« Continue to protect and expand our portfolio of patts. Our patents and their protection are criticaluo success. We have filed
nine separate patent applications for our MGuashirielogy in the U.S. and corresponding patent apptins in Canada, China,
Europe, Israel, India, and South Africa. We belithvese patents and patent applications collectialer all of our existing products,
and may be useful for protecting our future techggldevelopments. We intend to continue patentag technology as it is
developed, and to actively pursue any infringencentered by any of our patents. To date, we havered@atent protection in China
for four patents and in each of the U.S. and Sédfitica for one patent. Se*— Intellectual Propert— Patents”

As noted above, we previously filed patent appiicet for our MGuard technology in China, as parbaf intended growth strategy.
However, upon further consideration of the cost @sturces required to achieve (and risks and esstciated with enforcing) patent
protection in China, we elected to prioritize ourguit of growth opportunities in other countrieglaas such, have ceased our growth efforts
China for the current time period. We intend tovedeate our strategy towards commercializationwfldGuard technology in China in the
future.

Competition

The stent industry is highly competitive. The baretal stent and the drug-eluting stent marketkeni.S. and Europe are dominated
by Abbott Laboratories, Boston Scientific CorposatiJohnson & Johnson and Medtronic, Inc. Due tgoorg consolidation in the industry,
there are high barriers to entry for small manuwfets in both the European and the U.S. marketaieder, we believe that the European
market is somewhat more fragmented, and small cotopeappear able to gain market share with gresgse.

In the future, we believe that physicians will lamknext-generation stent technology to competh existing therapies. These new
technologies will likely include bio-absorbablerstg stents that are customizable for differenbleengths, stents that focus on treating
bifurcated lesions, and stents with superior polyaral drug coatings. Some of the companies devedapéw stents are The Sorin Group,
Xtent, Inc., Cinvention AG, OrbusNeich, BiotroniE® Co. KG, Svelte Medical Systems, Inc., Reva bred Stentys SA, among others. To
address current issues with drelgiting stents, The Sorin Group and Cinvention A@ehdeveloped stents that do not require a polyosting
for drug delivery, thereby expanding the typesroigd that can be used on their respective stentaisDleich has addressed the problem
differently, developing a stent coated with anlamdiy designed to eliminate the need for any druglaKtent, Inc. has been concentrating on ¢
stent that can be customized to fit different silesibns, so as to eliminate the need for multidmts in a single procedure. Biotronik SE &
KG is currently developing bio-absorbable stenhtetogies, and Abbott Laboratories is currentlyaleging a bio-absorbable drug-eluting
stent. These are just a few of the many companigkimg to improve stenting procedures in the futasehe portfolio of available stent
technologies rapidly increases. As the market mtweards next-generation stenting technologiesjmafly invasive procedures should
become more effective, driving the growth of therkeain the future. We plan to continue our reskaned development efforts in order to b
the forefront of the acute myocardial infarctiohusions.

According to the 2014 MEDTECH OUTLOOK produced bg BMO Capital Markets on December 3, 2013, thddwade stent
market is dominated by three major players, wittombined total market share of approximately 92%hWthe bare metal stent market and
drug-eluting stent market, the top three compalmie® approximately 71% and 97% of the market shiaspectively. These three companies
are Abbott Laboratories, Boston Scientific Corpmmatand Medtronic, Inc. To date, our sales aresigntificant enough to register in market
share. As such, one of the challenges we faceetéutither growth of MGuard is the competition fromimerous pharmaceutical and
biotechnology companies in the therapeutics aemjedl as competition from academic institutionsygrnment agencies and research
institutions. Most of our current and potential @®titors, including but not limited to those listeldove, have, and will continue to have,
substantially greater financial, technologicalegesh and development, regulatory and clinical, ufeesturing, marketing and sales, distribut
and personnel resources than we do.
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In addition to the challenges from our competitavs,face challenges related specifically to oudpads. None of our products are
currently approved by the U.S. Food and Drug Adstiation. Clinical trials necessary to supporte-market approval application to the U.S.
Food and Drug Administration for our MGuard produefll be expensive and will require the enrollmehg large number of patients, and
suitable patients may be difficult to identify armetruit, which may cause a delay in the developraadtcommercialization of our product
candidates. Furthermore, our rights to our intéliakcproperty with respect to our products coulcthallenged. Based on the prolific litigation
that has occurred in the stent industry and thetfext we may pose a competitive threat to songeland well-capitalized companies that own
or control patents relating to stents and their osnufacture and delivery, we believe that itdsgible that one or more third parties will as
a patent infringement claim against the manufactuse or sale of our MGuard products based on on®ee of these patents, and/or will
allege misappropriation of their proprietary coefidial information or other intellectual property.

We note that an additional challenge facing oudpots comes from drug-eluting stents. Over thedastde, there has been an
increasing tendency to use drug-eluting stent<dh Rith a usage rate of drug-eluting stents in B@droaching 70-80% in some countries,
even though drug-eluting stents do not addressrthus management in acute myocardial infarction. HO&&IZONS-AMI trial that compared
drug-eluting stents to bare-metal stents in STEMigmts failed to show any benefit of drug-elutstgnts as compared to banetal stents wit
regard to safety (death, re-infarction, strokestent thrombosis), but showed the 1-year targetelesvascularization (TVR) rate for drug-
eluting stent patients was only 5.8%, as comparé&it% for patients with bare-metal stents. Howglrased on data from over 350 patients
across three clinical trials, the TVR rate for M@&u&oronary was 2.8%. (This data is comprisedipa VR rate of 2.3% for a 100-patient
study, as reported in “Multicentre Experience wWitbuard Net Protective Stent in ST-elevation Myodcalrthfarction: Safety, Feasibility, and
Impact on Myocardial Reperfusion” Datheter Cardiovasc Intery2009; (ii) a TVR rate of 2.3% for a sub-group268 STEMI patients from
the International MGuard Observational Study; aiida TVR rate of 6.0% for a group of 51 heartaatt patients, as reported in “Prevention of
Thrombus Embolization during Primary Percutaneotsrizention Using a Novel Mesh Covered StentCatheter Cardiovasc Intery2009).

Another challenge facing the MGuard products i$ pikacing the stent at the entrance to large sidedhes, known as jailing large
side branches, is not recommended with the MGuardig@ary stent, because there is a risk of thronsbdsiling requires the need to cross the
stent with guidewire and to create an opening thithballoon to allow proper flow, which can be asteid with lower risk by using other bare-
metal stents.

Research and Development Expenses

During each of the six months ended December 313 20d the twelve months ended June 30, 2013 al®] 2@ spent approximatt
$3.3 million, $4.2 million and $4.0 million, resgaely, on research and development.

Sales and Marketing

Sales and Marketing

In October 2007, MGuard Coronary with a bio-stahksh received CE Mark approval in the European tJraad shortly thereafter
was commercially launched in Europe through logstrithutors. We are also in negotiations with aiddial distributors in Europe, Asia and
Latin America and are actively selling our MGuaror@nary with a bio-stable mesh in more than 20 t@es

Until U.S. Food and Drug Administration approvaloafr MGuard Coronary with a bio-stable mesh, whighare targeting for 2016,
we plan to focus our marketing efforts primarily Barope, Asia and Latin America. Within Europe, ae focused on markets with

established healthcare reimbursement from loca¢éigowents such as Russia, Italy, Germany, FrancgtyiauPoland, Czech Republic,
Denmark, Holland, Spain, Sweden, Switzerland aerd.thited Kingdom.
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In addition to utilizing local and regional distutor networks, we are using international tradeaghand industry conferences to gain
market exposure and brand recognition. We planadkwith leading physicians to enhance our markgéfiorts. As sales volume has
increased, we have engaged in direct sales inicgrgmgraphic markets.

Product Positioning

The MGuard Coronary has initially penetrated thekatby entering market segments with indicatidra present high risks of
embolic dislodgement, notably acute myocardialriztfan and saphenous vein graft coronary interessti The market penetration of the
MGuard Coronary for each of the twelve months entlete 30, 2013 and June 30, 2012 was minimal, taith sales of approximately $4.9
million and approximately $5.3 million, respectiy@ach representing less than 1% of the total sdil#ee acute myocardial infarction solutic
market. The market penetration for the six montidee December 31, 2013 was also minimal, with &d#ds in the six months ended
December 31, 2013 of approximately $3.1 millionresgnting less than 1% of the total sales of thieamyocardial infarction solutions
market.

When performing stenting procedures in patientd &iute coronary symptoms, interventional cardigksgace a difficult dilemma i
choosing between bare-metal stents, which havglarhie of restenosis, and drelgting stents, which have a high rate of latetstemombosis
require administration of anti-platelet drugs fotemst one year post procedure and are more dbstfybaranetal stents. We are marketing
platform technology, MGuard Coronary, as a supeiat cost effective solution to these currently ahneeds of interventional cardiologists.
We believe our MGuard Coronary technology is chific superior to bare-metal stents because it pes/embolic protection during and post-
procedure. We believe our MGuard Coronary technolsglinically superior to drug-eluting stents,edio its lower stent thrombosis rate and
protection from embolic showers during and posipdure.

In addition to the advantages of the MGuard Corpteehnology that we believe to exist, the MGuaodddary technology maintains
the deliverability, crossing profile, and dilatatipressure of a conventional stent, and interveatioardiologists do not have to undergo any
training before utilizing the product.

Insurance Reimbursement

In most countries, a significant portion of a patie medical expenses is covered by third-partyopgyThird-party payors can include
both government funded insurance programs andtprimaurance programs. While each payor develogsvaintains its own coverage and
reimbursement policies, the vast majority of payaase similarly established policies. All of the M&d products sold to date have been
designed and labeled in such a way as to faciliteeutilization of existing reimbursement codes] ae intend to continue to design and label
our products in a manner consistent with this goal.

While most countries have established reimbursermaes for stenting procedures, certain countrigg raquire additional clinical
data before recognizing coverage and reimbursefoettte MGuard products or in order to obtain ahleigreimbursement price. In these
situations, we intend to complete the requiredicinstudies to obtain reimbursement approval imtges where it makes economic sense to
do so.

In the U.S., if the MGuard Coronary with bio-stablesh is approved by the U.S. Food and Drug Adtnatien, it will be eligible for
reimbursement from the Centers for Medicare andibéad Services, which serve as a benchmark faeatibursement codes. While there is
no guarantee these codes will not change over tiadyelieve that the MGuard Coronary will be eligifor reimbursement through both
governmental healthcare agencies and most primategance agencies in the U.S. once it is approyeteébU.S. Food and Drug
Administration.
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Intellectual Property
Patents

We have filed nine patent applications that aredpenin the U.S. covering aspects of our MGuardhtetogy. We have filed
corresponding patent applications in Canada, Clinegpe, Israel, India and South Africa, for anragagte total of 35 patents and pending
applications. These patent rights are directedW@icpercutaneous therapy, knitted stent jackedsf and filter assemblies vivofilter
assembly, optimized stent jackets, stent apparafosdéreatment via body lumens and methods of ste@t apparatuses for treatment via body
lumens and methods of manufacture and use, antagtparatuses for treatment of body lumens, amtimgr® In lay terms, these patent
applications generally cover three aspects of oodlycts: the mesh sleeve with and without a diug product and the delivery mechanism of
the stent. On October 27, 2010, our patent ap@icgtertaining to “Stent Apparatus for Treatmera Biody Lumens and Method of Use”,
South African patent application 2007/10751, waseésl as South African Patent No. 2007/10751. Onliect25, 2011, our patent application
pertaining to “In Vivo Filter Assembly”, U.S. Patefspplication 11/582,354, was issued as U.S. P&@3,323. On June 13, 2012, our paten
application pertaining to “Filter Assemblies,” Chse Patent Application No. 200780046659.9, wagisis Chinese Patent No.
ZL.200780046659.9. On September 26, 2012, our pajgplication pertaining to “Bifurcated Stent Assdiedy” Chinese Patent Application
No. 200780046676.2, was issued as Chinese PateztlI60780046676.2. On October 10, 2012, our paipptication pertaining t“Knitted
Stent Jackets,Chinese Patent Application No. 200780046697.4,issged as Chinese Patent No. ZL200780046697.4afumdy 2, 2013, ol
patent application pertaining to “Optimized Stestkket,” Chinese Patent Application No. 200780043258as issued as Chinese Patent No.
Z1.200780043259.2. None of the other patent apptinathas been granted to date, although two mereaw allowed and awaiting issuance.
We believe one or more pending patent applicatiopsn issuance, will cover each of our existingdpigis. We also believe that the patent
applications we have filed, in particular thoseexivg the use of a knitted micron-level mesh slemxer a stent for various indications, if
issued as patents with claims substantially inrthegsent form, would likely create a significaartier for another company seeking to use
similar technology. There is no assurance, howekat,our pending patent applications will issu@atents with such claims or that if issued,
the patents will withstand challenges to theirdiffi or enforceability that may arise.

There is also a risk that our products and comrakptbcesses, as commercialized, will be founatidnge or in some way violate tl
intellectual property rights of third parties. Tatd, however, we are not aware of other compahashive patents directed to a micron fiber,
releasable knitted fiber sleeve over a stent. Handarger, better funded competitors own pategitting to the use of drugs to treat resten
stent architecture, catheters to deliver stenis,séent manufacturing and coating processes angasitions, as well as general delivery
mechanism patents like rapid exchange that miglatlbged to cover one or more of our products.éx@mple, we are aware of one public
company that is pursuing patent protection diretbddyered materials disposed over a particukamtstonfiguration, however, these
applications were generally filed after our coréepaapplication filings. Stent manufacturers hhigtorically engaged in significant litigation,
and we could be subject to claims of infringemdrintellectual property from one or more compestohlthough we believe that any such
claims based on patents of which we are currentira would be un-founded, such litigation wouldesthattention and resources away from
the development and/or commercialization of MGustethts and other product development, and couldtriesan adverse court judgment that
would make it impossible or impractical to contirsedling MGuard stents in one or more territorlesithermore, we may be subject to claims
of infringement of patent rights of which we areremtly unaware. Other manufacturers or other paurtiay also challenge the intellectual
property that we own, or may own in the future. W&y be forced into litigation to uphold the validdf the claims in our patent portfolio, as
well as our ownership rights to such intellectuagerty, and litigation is often an uncertain aodtty process.

Trademarks

We use the InspireMD and MGuard trademarks in cotiore with our products. We have registered thesgetmarks in Europe. The
trademarks are renewable indefinitely, so long as@ntinue to use the mark in Europe and makepghmariate filings when required. We
have also registered the name “Microétas a trademark in the U.S. and we are pursuisignidar trademark in Europe.
Government Regulation

The manufacture and sale of our products are sutgjgegulation by numerous governmental authaifegincipally the European

Union CE Mark, the U.S. Food and Drug Administratand other corresponding foreign agencies.
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Sales of medical devices outside the U.S. are sutmdoreign regulatory requirements that vary elydfrom country to country. The
laws and regulations range from simple productstegfion requirements in some countries to complearance and production controls in
others. As a result, the processes and time pergoflsred to obtain foreign marketing approval rbaylonger or shorter than those necesse
obtain U.S. Food and Drug Administration marketautzation. These differences may affect the efficy and timeliness of international
market introduction of our products. For countifeghe European Union, medical devices must displ®E Mark before they may be impor
or sold. In order to obtain and maintain the CE liare must comply with the Medical Device Direct®®8/42/EEC and pass initial and annual
facilities audit inspections to ISO 13485 standdnylsin European Union inspection agency. We hateiredg 1ISO 13485 quality system
certification and the products we currently disitdinto the European Union display the required\GEK. In order to maintain certification,
we are required to pass annual facilities audjtéations conducted by European Union inspectors.

As noted below, we currently have distribution &gnents for our products with distributors, or areatly selling our products, in the
following countries: Italy, Austria, Slovenia, SpaHungary, Estonia, Ukraine, Holland, Russia, IatBrazil, Mexico, Argentina, Colombia,
India, Sri Lanka, South Africa, Pakistan, Belar@satia, Ireland, Lithuania, Malta, Malaysia, Veuela, Australia, Belgium, the Czech
Republic, Finland, Kazakhstan, Slovakia, Swedemrark, Norway, Switzerland, Poland, Germany, CypFuance, Finland, Romania, the
United Kingdom, Saudi Arabia, New Zealand and Isna&e are subject to governmental regulation irheafchese countries and we are not
permitted to sell all of our products in each adgl countries. In addition, we have distributioreagients for our products in Uzbekistan,
Taiwan, South Korea, Canada, Kuwait and Armenthpaigh we have not yet obtained regulatory apprtmvakll our products in those
countries. While each of the European Union mensbantries accepts the CE Mark as its sole requin¢foe marketing approval, some of
these countries still require us to take additiateps in order to gain reimbursement rights fargroducts. Furthermore, while we believe that
each of the above-listed countries that is not ember of the European Union accepts the CE Marksgwimary requirement for marketing
approval, each such country requires additionalleggry requirements for final marketing approvéthee MGuard Prime version of the
MGuard Coronary product. Additionally, in Canada are required to pass annual facilities auditénipns performed by Canadian
inspectors. Furthermore, we are currently targedithdjtional countries in Europe, Asia, and Latinéina. We believe that each country that
we are targeting also accepts the CE Mark asiitsgoy requirement for marketing approval. We exphbat the results of the MASTER | trial
will enhance our ability to satisfy any additioggivernmental regulatory requirements in each otthantries where we currently distribute or
directly sell our products and in any countrieg tha are currently targeting for expansion. Howeesen if all governmental regulatory
requirements are satisfied in each such countryantieipate that obtaining marketing approval inkeeountry could take as few as three
months or as many as twelve months, due to theaafithe approval process in each individual coyrimcluding typical wait times for
application processing and review, as discussgddater detail below.

The MGuard Prime version of the MGuard Coronarydpit received CE Mark approval in the European bimoOctober 2010 and
marketing approval in those countries listed intdige below. We are currently seeking marketingrayal for the MGuard Prime version of
the MGuard Coronary product in Brazil, Mexico, Angjaa, South Korea, Taiwan, Australia, Belarus, &}ala, Saudi Arabia, the U.S. and
Canada. We are focused on seeking marketing agprotrese countries because we believe that tbesetries represent the strongest
opportunities for us to grow with respect to odesaWe have determined that other countries wetteb organized and capitalized healthcare
systems may not present us the same opporturitiggdwth due to the lack of use of stents in treatt of cardiac episodes and less
advantageous healthcare reimbursement policiespguothher reasons. While we understand that eattreafountries in which we are seeking
marketing approval for the MGuard Prime versiothef MGuard Coronary product accepts the CE Maiktsgwimary requirement for
marketing approval and does not to our understanaiquire any additional tests, each country dewe lsome additional regulatory
requirements for marketing approval. More spedificdor example, for the approval process in Mexiohere we already have approval for
and sales of MGuard Coronary, we need to submitpgfication for regulatory approval for MGuard Peimvhich we anticipate will be grant
at least thirty months later. For the approval psscin Argentina, we need to submit an applicdtomegulatory approval, which we anticipate
will be granted approximately at least sixteen rherater. For the approval process in South Koseaneed to submit an application for
regulatory approval and have limuse quality audit, which we anticipate will baugted in approximately two years. For the apprpvatess ir
Canada, we need to submit an application for regulapproval, which we anticipate will be grangggproximately twelve months later. For
the approval process in Australia, we need to silamapplication for regulatory approval, to hawvéouse quality audit which we anticipate
will be granted in approximately one year. Forap@roval process in Taiwan, we need to submit atigtion for regulatory approval, which
we anticipate will be granted at least fifteen nisrigiter. In Israel, where we received marketingreyal in September 2011, we are subject tc
annual renewal of our marketing approval. Regusaitodsrael may request additional documentatiootber materials and results of studies
from medical device manufacturers as part of thewal process. Generally, however, the annual rehefimarketing approval is given
automatically, barring a material change in circtanses or results. In Russia, we received markmiozpal in February 2012. In Chile, we
received market approval for our previous distriouh December 2010. We have terminated our relatigo with our previous distributor in
Chile, however, and once we enter into a relatignsfith a new distributor, we will be required tolsnit a new application for regulatory
approval in Chile, which we anticipate will be grath approximately twelve months after our submis$aw approval.
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For the approval process in Brazil for MGuard Primnbere we already have approval for and sales®tdtd Coronary, we must
comply with Brazilian Good Manufacturing Practioe,GMP, quality system requirements. ANVISA, Brazikegulatory agency, must conduct
an inspection of the manufacturing of the MGuarderversion of the MGuard Coronary product to datae compliance with Brazil GMP
regulations. Upon successful completion of an additVISA will then issue the GMP certificate necagsto register a medical device in
Brazil, which can take approximately one year tmptete. Based upon new legislation in Brazil, weiidl to apply for regulatory approval
while we await the results of the audit necessamgteive our GMP certificate. We anticipate tiwt approval process in Brazil will take
between two and three years.

Please refer to the table below setting forth fh@ravals and sales for original stainless steettbddGuard Coronary product and the cobalt-
chromium based MGuard Prime version of the MGuarstb@ary product on a country-by-country basis.

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

Original MGuard
MGuard Original MGuard MGuard Prime Prime
Countries Approval Sales Approval Sales
Argentina Y
Armenia N
Australia N@)
Austria Y
Belarus Y
Belgium Y
Brazil Y
Chile
Colombia
Croatia
Cyprus
Czech Republi
Denmark
Egypt_
Estonia
Finland
France
Germany
Greece
Holland (Netherlands
Hungary
India
Ireland
Israel
Italy
Kazakhstar
Latvia
Lithuania
Malaysia
Malta
Mexico
Norway
Pakistar
Poland
Portugal
Romania
Russis
Saudi Arabie
Singapore
Slovakia
Slovenia
South Africa
Spain
Sri Lanka
Sweder
Switzerland
Ukraine

y (@)

VE)

2 <

4
Z
N
S

<
<
w
@

—~
D
=

—~
w
~

—~
ul
~

—~
w
~

—~
ul
=~

g
XL LZ L LLZLZZ K<L LL L ZLZ LK< < Z< << 2Z<

Z<X<CZ <K<K <XZZ K<< <Z<XZ<KZ <K <LZ <K< <K<K <K<K <LK L Z <K<K <22 2<X2 <222

K<L ZZ <L LKL Z KL Z <L LK< << <
ZX<<Z K<< <CZ <K <CZ<KZ <2< << Z <K<K <LZL<LZ <K< << Z2Z<<<Z



United Kingdom
Uzbekistar

Venezuele

N

23

<Z2Z

zZ2 2Z2<

z2 2Z2<




(1) We sold a limited quantity of our MGuard Pripmducts in Australia pursuant to a law that pesmpétients to purchase medical
products that are not included on the Australiagifer of Therapeutic Goods under certain limitedumstances, on case by case bases.

(2) We terminated our relationship with our prewdlistributor in this country, through which ounguct had market approval. As a
result of such termination, we will be requirecbtatain regulatory approval upon our selection néw distributor in such country.

(3) We have made sales to distributors in this trgubut based upon information from such distrilsat we believe that the product
has not been sold to customers in this country.

(4) Our regulatory approval for sales in Kazakhstapired in January 2014. We intend to renew ogulagory approval for
Kazakhstan in the future.

(5) We believe that we have regulatory approvattierMGuard Coronary product in this country, bagedn information from our
distributor in such country, who was responsiblediotaining the regulatory approval for the MGu@atonary product. However, the
certificate evidencing regulatory approval is higydour distributor and we cannot guarantee thiatiit full force and effect.

(6) At time the sales were made, we satisfied éigellatory requirements in Singapore. The regulatequirements in Singapore were
subsequently changed and we no longer meet thgsgements.

In the U.S., the medical devices that will be mastiired and sold by us will be subject to laws l@gdilations administered by the
U.S. Food and Drug Administration, including redigdas concerning the prerequisites to commerciaketiang, the conduct of clinical
investigations, compliance with the Quality Systeegulation and labeling. We anticipate that our MfauPrime Coronary product with bio-
stable mesh product will be classified as a Cldsaédical device by the U.S. Food and Drug Adntiaison.

A manufacturer may seek market authorization foeaw medical device through the rigorous Premarkgdréval application process,
which first requires that the U.S. Food and Drugrstration determine that the device is safe effigctive for the purposes intended.

We will also be required to register with the UF8od and Drug Administration as a medical devicaufacturer. As such, our
manufacturing facilities will be subject to U.S.deband Drug Administration inspections for comptiawith Quality System Regulation.
These regulations will require that we manufactureproducts and maintain our documents in a pitesgtimanner with respect to design,
manufacturing, testing and quality control actasdti As a medical device manufacturer, we will farthe required to comply with U.S. Food
and Drug Administration requirements regardingrédpeorting of adverse events associated with thefiear medical devices, as well as
product malfunctions that would likely cause or trifiute to death or serious injury if the malfuctiwere to recur. U.S. Food and Drug
Administration regulations also govern product latgeand prohibit a manufacturer from marketing edical device for unapproved
applications. If the U.S. Food and Drug Administratbelieves that a manufacturer is not in compiéawith the law, it can institute
enforcement proceedings to detain or seize prodissise a recall, enjoin future violations and ass#vil and criminal penalties against the
manufacturer, its officers and employees.

Customers

Our customer base is varied. We began shippingagtuct to customers in Europe in January 2008hawve since expanded our
global distribution network to Southeast Asia, lndiatin America and Israel. For the six monthseshBecember 31, 2013, 70% of our
revenue was generated in Europe, 11% of our reveasagyenerated in Latin America, 7% of our revemas generated in Asia and 4% of our
revenue was generated in Israel, with the remai8¥gf our revenue generated in the rest of thédv@ur major customers in the six months
ended December 31, 2013 were Bosti Trading Ltdistibutor in the Russian Federation that accalifite 24% of our revenues and Izasa
Distribuciones Tecnicas SA, a distributor in Spiiat accounted for 12% of our revenues. Our agraemi¢h Bosti Trading Ltd. grants Bosti
Trading Ltd. the right to be the exclusive disttifiuof MGuard products in the Russian Federatioa,Republic of Uzbekistan and the Repu
of Armenia until May 2014, subject to the achievetra certain order minimums. Under our agreemaittt ®osti Trading Ltd., Bosti Trading
Ltd. is required to purchase 3,500 stents froomu0il2, 6,000 stents in 2013 and 4,000 stenteifiirst six months of 2014, respectively.
Although Bosti Trading Ltd. did not adhere to itsler minimum for 2012 and 2013, we did not termgrBosti Trading Ltd.’s right to be the
exclusive distributor of MGuard products in the Biaa Federation, the Republic of Uzbekistan andRbpublic of Armenia. Our agreement
with Izasa Distribuciones Tecnicas SA grants IZaisé&ribuciones Techicas SA the right to be the esiele distributor of MGuard products in
Spain until May 2014, with no order minimums cuthgim place. Izasa Distribuciones Tecnicas SA algoeed to partner with us in a study to
be conducted in Spain entitled MGuard Prime Impletatton in STEMI (acute myocardial infarction wiiT elevation).
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For the twelve months ended June 30, 2013, 71%iofevenue was generated in Europe, 12% of ountevevas generated in Latin
America, 6% of our revenue was generated in Asih6& of our revenue was generated in Israel, viaighrémaining 5% of our revenue
generated in the rest of the world. Our major ausis in the twelve months ended June 30, 2013 Besé Trading Ltd., which accounted for
17% of our revenues, Izasa Distribuciones TecriiZ®sa distributor in Spain that accounted for 1486w revenues, and CMS Produtos
Medicos Ltda., which accounted for 10% of our raxen Our agreements with Bosti Trading Ltd. anddz2istribuciones Tecnicas SA are
discussed above. Our agreement with CMS Produtadde Ltda. grants CMS Produtos Medicos Ltda. ifjetto be the exclusive distributor
of MGuard products in Brazil until April 2014, witio order minimums currently in place. Unless othige indicated below, all of the
distribution agreements described under “Customams’subject to automatic annual extensions ualéissatively terminated.

For the six months ended June 30, 2012, 64% ofemémue was generated in Europe, 22% of our reveasegenerated in Latin
America and 8% of our revenue was generated iellsrath the remaining 6% of our revenue generitietie rest of the world. Our major
customers in the six months ended June 30, 201@ Besti Trading Ltd., which accounted for 22% of mevenues, Euromed Deutschland
GmbH, our former distributor in Germany that acdedrfor 14% of our revenues, and Kardia Srl, aithistor in Italy that accounted for 9% of
our revenues. For the twelve months ended Jun2(@, our major customer was Bosti Trading Ltdcoamting for 15% of our revenues. Our
agreement with Bosti Trading Ltd. is discussed ab@ur agreement with Euromed Deutschland GmbHterasinated on January 28, 2013
connection with Euromed Deutschland GmbH filing ifisolvency protection on September 24, 2012. @ueement with Kardia Srl grants
Kardia Srl the right to be the exclusive distribubdé MGuard products in Italy until August 2016 tlvino order minimums currently in place.

Manufacturing and Suppliers

We manufacture our stainless steel MGuard steatigir a combination of outsourcing and assemblyiabwn facility. Third parties
in Germany manufacture the base stent and catimetierials, and we add our proprietary mesh slestieet stent. Our current exclusive
product supplier is QualiMed Innovative Medizinpute GmbH. QualiMed Innovative Medizinprodukte Gmisth specialized German stent
manufacturer that electro polishes and crimps tinat ®nto a balloon catheter that creates the foagrir stainless steel MGuard stents.
QualiMed Innovative Medizinprodukte GmbH has agreethke responsibility for verifying and validagithe entire stent system by
performing the necessary bench test and bioconiliigtiesting. During the production process, QW& Innovative Medizinprodukte GmbH
is responsible for integrating the mesh coverentstith the delivery system, sterilization, packagand labeling. Our manufacturing
agreement with QualiMed Innovative Medizinprodut@mbH expires in September 2017, unless earlieritextied by either party in the event
of breach of material terms of the agreement, digtion of the other party, our failure to receiequested products for more than 60 days, a
substantiated intellectual property claim is brauagninst the other party or the development ageeg¢vetween the parties is terminated. The
manufacturing agreement provides for a rebate praghat rewards us for increases in sales of amdymts. Our proprietary mesh sleeve is
supplied by Biogeneral, Inc., a San Diego, Califamased specialty polymer manufacturer for medica engineering applications. Natec
Medical Ltd. supplies us with catheters that hekate the base for our MGuard stents. Our agreewidmiNatec Medical Ltd., which may be
terminated by either party upon six months’ notaadls for non-binding minimum orders and discodntatheters upon reaching certain
purchasing thresholds.
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Our MGuard Prime cobalt-chromium stent was designe8velte Medical Systems Inc. We have an agreemigm Svelte Medical
Systems Inc. that grants us a non-exclusive, wadewcense for production and use of the MGuaiichBrcobaltehromium stent for the life
the stent’s patent, subject to the earlier ternnadf the agreement upon the bankruptcy of eifiaty or the uncured default by either party
under any material provision of the agreement. ©yalty payments to Svelte Medical Systems Inc.datermined by the sales volume of
MGuard Prime stents. Until October 20, 2012, wel gaioyalty of 7% for all product sales outsidehef U.S. and, for products sales within the
U.S., a rate of 7% for the first $10.0 million @las and a rate of 10% for all sales exceedingdhdlion. We also shared with Svelte Medical
Systems Inc. in the cost of obtaining the CE Mapgraval, with its costs not to exceed $85,000, taiedJ.S. Food and Drug Administration
approval, with its costs not to exceed $200,00000tober 20, 2012, we amended our agreement wihteSMedical Systems Inc., pursuant tc
which Svelte Medical Systems Inc. reduced the tgyalte to 2.9% of all net sales both inside anide the U.S. in exchange for (i) us
waiving the $85,000 in regulatory fees for the CRrithat were owed to us by Svelte Medical Systeros (i) us making full payment of
royalties in the amount of $205,587 due to SveltalMal Systems, Inc. as of September 30, 2012(i&n$l1,763,000, payable in 215,000
shares of our common stock (as adjusted for thefamfour reverse stock split of our common stolettoccurred on December 21, 2012), tha
were valued at the closing price of our commonlstot October 19, 2012 of $8.20 per share (as afjusr the one-fofeur reverse stock spl
of our common stock that occurred on December @12P On August 22, 2013, we further amended otgeagent with Svelte Medical
Systems Inc., pursuant to which (i) we agreed to$eelte Medical Systems Inc. an advanced paynfebit @,000, representing a royalty rate
of 2.0% of all net sales for the period from Juj}2013 to June 30, 2015, assuming net sales ofrfillian per quarter, (ii) we agreed to pay a
royalty rate of 2.5% on any net sales exceeding3glLfillion for the period from July 1, 2013 to &80, 2015 and (iii) the royalty rate was
increased to 2.9% of all net sales beginning JuB015. We have mutual indemnification obligatievith Svelte Medical Systems Inc. for any
damages suffered as a result of third party acti@sed upon breaches of representations and wiagantthe failure to perform certain
covenants in the license agreement, and Sveltedde8lystems Inc. will also indemnify us for any dayes suffered as a result of third party
actions based upon intellectual property or desigims against the MGuard Prime cobalt-chromiumtste

Our MGuard Prime cobalt-chromium stent is being nfactured and supplied by MeKo Laserstrahl-Matbgalbeitung. Our
agreement with MeKo Laserstrakllaterialbearbeitung for the production of electadighed L605 bare metal stents for MGuard Prinarised
on a per-stent basis, subject to the quantityenftstordered. The complete assembly process foradvtiRrime, including knitting and securing
the sleeve to the stent and the crimping of thevelestent on to a balloon catheter, is done atspael manufacturing site. Once MGuard Prime
has been assembled, it is sent for sterilizatiocBenmany and then back to Israel for final packggin

Each MGuard stent is manufactured from two mainmaments, the stent and the mesh polymer. The istemde out of stainless st
or cobalt chromium. Both of these materials arelilgavailable and we acquire them in the open retarkhe mesh is made from polyethylene
terephthalate (PET). This material is readily sata# in the market as well, because it is usediimmy medical applications. In the event that
our supplier can no longer supply this materidibier form, we would need to qualify another suppliwhich could take several months. In
addition, in order to retain the approval of the Ka&rk, we are required to perform periodic auditthe quality control systems of our key
suppliers in order to insure that their productetmair predetermined specifications.

Distributors

We currently have exclusive distribution agreeméot®ur CE Mark-approved MGuard Coronary with btable mesh with medical
product distributors based in Italy, Austria, Sloie Spain, Hungary, Estonia, Ukraine, Holland, $%asl atvia, Brazil, Mexico, Argentina,
Colombia, India, Sri Lanka, South Africa, PakistBeJarus, Croatia, Ireland, Lithuania, Malta, Ma@y Venezuela, Australia, Belgium, the
Czech Republic, Finland, Kazakhstan, Slovakia, me®enmark, Norway, Uzbekistan, Armenia, Canaddakd, Korea, Romania, the
United Kingdom, Taiwan, Saudi Arabia and Israel. &ve currently in discussions with multiple distriion companies in Europe, Asia, and
Latin America.

We are in the process of replacing certain thindypaistributors with direct sales channels in keyntries where end user average
selling prices and the lack of strong distributars limiting factors. While we believe that thiansition to direct selling will ultimately lead to
greater sales in these markets, the transition dreay certain distributors adversely impacted rexefor the six months ended December 31,
2013 and the twelve months ended June 30, 2018¢ d&md fewer parties selling our products. In addjtwe are in the process of appointing
new distributors in certain territories, and bedi¢kiat new incentives and broader responsibilitease strengthened arrangements with our
partners in those territories.

Current and future agreements with distributonsuséite that, while we are responsible for trainimgviding marketing guidance,
marketing materials, and technical guidance, distdrs will be responsible for carrying out locagjistration, marketing activities and sales. In
addition, in most cases, all sales costs, includaigs representatives, incentive programs, ankatilag trials, will be borne by the distributor.
Under current agreements, distributors purchasessteom us at a fixed price. Our current agreemeuith distributors are generally for a term
of approximately three years and automatically wefeg an additional three years unless modifiecelbiger party.
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Employees

As of February 25, 2014, we had 71 full-time empleg. Except for some of our employees in Europeemployees are not party to
any collective bargaining agreements. We do noeeixiine collective bargaining agreements to whicghemployees are party to have a
material effect on our business or results of aj@ara. We consider our relations with our employielse good. We believe that our future
success will depend, in part, on our continuedtglitd attract, hire and retain qualified personnel

Iltem 1A. Risk Factors.

There are numerous and varied risks, known andawknthat may prevent us from achieving our goétsi should carefully consider
the risks described below and the other informaitietuded in this Transition Report on Form 10-Kifigluding the consolidated financial
statements and related notes. If any of the follgwisks, or any other risks not described belatyally occur, it is likely that our business,
financial condition, and/or operating results cobddmaterially adversely affected. The risks anceuminties described below include forward
looking statements and our actual results may rdfiféen those discussed in these forward-lookingestents.

Risks Related to Our Business
We have a history of net losses and may experigntére losses.

To date, we have experienced net losses. A sulatpottion of the expenses associated with ourufenturing facilities are fixed in
nature (i.e., depreciation) and will reduce ourrafieg margin until such time, if ever, as we doéedo 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 grovahwule anticipate. Because we expect to continugriimg negative cash flows from
operations, there can be no assurance that wewetl generate sufficient revenues to become phidita

We expect to derive our revenue from sales of oubtvrd stent products and other products we may digwelf we fail to generate revenue
from this source, our results of operations and tkialue of our business would be materially and ackady affected

We expect our revenue to be generated from salegrdfiGuard stent products and other products we deaelop. Future sales of
these products, if any, will be subject to the igtcef regulatory approvals and commercial and readncertainties that may be outside our
control. If we fail to generate such revenues,results of operations and the value of our busiaesssecurities 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 unauthedr 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 andoeteable, our patents may not be sufficiently drimprevent others from marketing products
like ours, despite our patent rights.
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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 WaBd foreign patents or published applicatior
published scientific literature, that could advérsdfect the patentability of our pending patepplcations. For example, some material
references may be in a foreign language and magenahcovered during examination of our patentiagfbns. Additionally, patent
applications in the U.S. are maintained in confaefor up to 18 months after their filing. In sogeses, however, patent applications remain
confidential in the U.S. Patent and Trademark @ffiar the entire time prior to issuance as a Uafemt. Patent applications filed in countries
outside the U.S. are not typically published uatileast 18 months from their first filing daterrfdarly, publication of discoveries in the
scientific or patent literature often lags behiwtlal discoveries. Therefore, we cannot be cettaihwe were the first to invent, or the first to
file patent applications relating to, our stenttaalogies. In the event that a third party has filed a U.S. patent application covering our
stents or a similar invention, we may have to pgudite in an adversarial proceeding, known as tnfarence, declared by the U.S. Patent anc
Trademark Office to determine priority of inventionthe U.S. It is possible that we may be unswgfeéin the interference, resulting in a loss
of some portion or all of our position in the UT$e laws of some foreign jurisdictions do not pebiatellectual property rights to the same
degree as in the U.S., and many companies haveieteced significant difficulties in protecting, enfing, and defending such rights in cer
foreign jurisdictions. If we encounter such diffiteis or are otherwise precluded from effectivelgtpcting our intellectual property rights in
any foreign jurisdictions, our business prospeotddabe substantially 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 oatgnts. 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 enforeg#iftey may not be sufficiently broad to prevethteos from marketing products similar to
ours or designing around our patents, despite atamp rights, nor do they provide us with freedonoperate unimpeded by the patent and
other intellectual property rights of others thatyntover our products.

We also rely on trade secret protection to pradectinterests in proprietary know-how and for pisszs 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 knowlefigy 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 mafaeturing 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 stent at oatilifg in Tel Aviv, Israel, and we have contracteih QualiMed Innovative
Medizinprodukte GmbH, a German manufacturer, tesagsproduction. If there were a disruption ta edisting manufacturing facility, we
would have no other means of manufacturing our M@sgent until we were able to restore the manufagy capability at our facility or
develop alternative manufacturing facilities. If were unable to produce sufficient quantities af dGuard stent to meet market demand or
for use in our current and planned clinical trigsif our manufacturing process yields substandedts, our development and
commercialization efforts would be delayed.
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We currently have limited resources, facilities axgerience to commercially manufacture our prodacadidates. In order to produce
our MGuard stent in the quantities that we antigpaill be required to meet anticipated market dedyave will need to increase, or “scale up,
the production process by a significant factor datercurrent level of production. There are tecahihallenges to scaling-up manufacturing
capacity, and developing commercial-scale manufagfdacilities will require the investment of saéstial funds and hiring and retaining
additional management and technical personnel valve the necessary manufacturing experience. Wenmiaguccessfully 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 stemr revenues, business and financial prospeatédire adversely affected and we may
suffer reputational harm, which could further achedy affect our revenues, business and financadpects. In addition, if the scaled-up
production process is not efficient or produceatstéhat do not meet quality and other standamgsfuture gross margins may decline. Also,
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.

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 MGuard stents.

Finally, the production of our MGuard stent mustwrcin a highly controlled, clean environment tanimiize particles and other yield
and quality-limiting contaminants. In spite of sfgent quality controls, weaknesses in process alomtmminute impurities in materials may
cause a substantial percentage of defective preduet lot. If we are unable to maintain stringgmality controls, or if contamination problems
arise, our clinical development and commercial@atfforts could be delayed, which would harm ausibess and results of operations.

Clinical trials necessary to support a pre-markgi@oval application to the U.S. Food and Drug Adnisiration for our products will be
lengthy and expensive and will require the enrollnteof a large number of patients, and suitable patts may be difficult to identify and
recruit. Any such delay or failure of clinical triss could prevent us from commercializing our stegrbducts, which would materially and
adversely affect our results of operations and theue of our business.

Clinical trials necessary to support a pnarket approval application to the U.S. Food andgDkdministration for our products will t
expensive and will require the enrollment of a éangimber of patients, and suitable patients magiffieult to identify and recruit, which may
cause a delay in the development and commercimlizaf our product candidates. In some trials,eatgr number of patients and a longer
follow up period may be required. Patient enrolltiarclinical trials and the ability to successfudomplete patient follow-up depends on
many factors, including the size of the patientylapon, the nature of the trial protocol, the groity of patients to clinical sites, the eligibifit
criteria for the clinical trial and patient compi@e. For example, patients may be discouraged éalling in our clinical trials if the trial
protocol requires them to undergo extensive p@stttnent procedures or follow-up to assess theysafiet efficacy of our products, or they
may be persuaded to participate in contemporanglousal trials of competitive products. In additiopatients participating in our clinical trii
may die before completion of the trial or suffevase medical events unrelated to or related tgmaucts. Delays in patient enrollment or
failure of patients to continue to participate ioliaical trial may cause an increase in costsagledys or result in the failure of the clinicabtri

In addition, the length of time required to complelinical trials for pharmaceutical and medicalide products varies substantially
according to the degree of regulation and the tgpmplexity, novelty and intended use of a prodacnt can continue for several years and
millions of dollars. The commencement and compietibclinical trials for our products under devaiognt may be delayed by many factors,
including governmental or regulatory delays andngfes in regulatory requirements, policy and guigsdior our inability or the inability of al
potential licensee to manufacture or obtain froirdtparties materials sufficient for use in prewdal studies and clinical trials.

Physicians may not widely adopt the MGuard steniess they determine, based on experience, -term clinical data and published peer

reviewed journal articles, that the use of the MGulestent provides a safe and effective alternativether existing treatments for coronary
artery disease.
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We believe that physicians will not widely adopt fMGuard stent unless they determine, based orrierpe, long-term clinical data
and published peer reviewed journal articles, thatuse of our MGuard stent provides a safe art®@fe alternative to other existing
treatments for coronary artery disease, includomgary artery bypass grafting balloon angioplasére-metal stents and other drug-eluting
stents, provided by Boston Scientific Corporatigiedtronic Inc., Abbott Laboratories and others.

We cannot provide any assurance that the datactadilérom our current and planned clinical triaif be sufficient to demonstrate
that the MGuard stents are an attractive alteradatwther procedures. If we fail to demonstrafetgand efficacy that is at least comparabl
other drug-eluting stents or bare-metal stentshhae received regulatory approval and that aréadbla on the market, our ability to
successfully market the MGuard stent will be siigaiftly limited. Even if the data collected froningtal studies or clinical experience indicate
positive results, each physician’s actual expegamith our MGuard stent will vary. Clinical triat®nducted with the MGuard Coronary stent
have involved procedures performed by physicians are technically proficient and are high-volumenstusers. Consequently, both short-
term and long-term results reported in these dirtigals may be significantly more favorable thgpical results of practicing physicians,
which could negatively affect rates of adoption®wof products. We also believe that published peeiewed journal articles and
recommendations and support by influential physiigegarding our MGuard Coronary stent will be imigat for market acceptance and
adoption, and we cannot assure you that we widtivecthese recommendations and support, or thaiostiye articles will be published.

In addition, currently, physicians consider dielgting stents to be the industry standard fortineat of coronary artery disease. WI
we believe that the MGuard Coronary stent is a aatkeffective alternative, it is not a drug-elgtstent, which may further hinder its support
and adoption by physicians.

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 clinitdhls. Additionally, we have only limited experignin filing and prosecuting the applications
necessary to gain regulatory approvals, and onicell, regulatory and quality assurance personmetarrently composed of only eight
employees. As a result, we may experience delagsrinection with obtaining regulatory approvalsdar products.

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. Fatimore, 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 contitueomply 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, arestithe 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.

Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply witongoing regulatory requirements, or
we experience unanticipated problems with our pratis these products could be subject to restrictian withdrawal from the market.
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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 inspatdiby the U.S. Food and Drug
Administration and other regulatory bodies. In aitar, we and our suppliers will be required tongdy with the U.S. Food and Drug
Administration’s Quality System Regulation for tmanufacture of our MGuard stent, which covers tle¢hods and documentation of the
design, testing, production, control, quality asse, 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 havteyabbeen inspected by the U.S. Food and Drug Athtnation and will have to successfully
complete such inspections before we receive Udsllagory approval for our products. Failure by u®oe 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 othigrgts, any of the following enforcement actions:

« warning letters or untitled letters;

« fines and civil penalties;

« unanticipated expenditures;

- delays in approving, or refusal to approve, oudputs;

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

- orders for physician notification or device repa@iplacement or refund,;
- interruption of production;

- operating restrictions;

« injunctions; and

« criminal prosecution.

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

Even if regulatory approval of a product is grantethe U.S., the approval may be subject to litrotes on the indicated uses for
which the product may be marketed. If the U.S. Fad Drug Administration determines that our praovwl materials, training or other
activities constitute promotion of an unapproved, tscould request that we cease or modify ounitng or promotional materials or subject us
to regulatory enforcement actions. It is also gaeghat other federal, state or foreign enforcemaaithorities might take action if they considet
our training or other promotional materials to d@énge promotion of an unapproved use, which cagklilt in significant fines or penalties
under other statutory authorities, such as lawhipiting false claims for reimbursement.

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 mrcall the modified product until approval igabed. 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 produciseidiscovery 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.
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Further, healthcare laws and regulations may chaiggpficantly in the future. Any new healthcarevaor regulations may adversely
affect our business. A review of our business hyrisoor regulatory authorities may result in a deteation that could adversely affect our
operations. In addition, the healthcare regulagmyironment 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 marketsorigler 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 o13JFood and Drug Administration
approval. Foreign regulatory approval processesim@yde all of the risks associated with obtain@®ig 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 does not
ensure approval by regulatory authorities in ottmmtries. We may not be able to file for regulptapprovals and may not receive necessary
approvals to commercialize our products in cenaarkets.

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

The medical device market is highly competitive. ¥éenpete with many medical device companies irlkt& and internationally in
connection with our current product and productdenrdevelopment. We face competition from numephamaceutical 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 sgezompetition from Boston Scientific Corporati@uidant Corporation, Medtronic, Inc.,
Abbott Vascular Devices, Johnson & Johnson, Tertadical Corporation and others. Most of our curr@md potential competitors, includi
but not limited to those listed above, have, antla@ntinue to have, substantially greater finahdichnological, research and development,
regulatory and clinical, manufacturing, marketimgl g&ales, distribution and personnel resourceswleado. There can be no assurance that w
will have sulfficient resources to successfully coanoralize our products, if and when they are apgddior sale. The worldwide market for
stent products is characterized by intensive deveént efforts and rapidly advancing technology. fiture success will depend largely upon
our ability to anticipate and keep pace with thdeeelopments and advances. Current or future catorsetould develop alternative
technologies, products or materials that are mffeeté/e, easier to use or more economical thantwieaor any potential licensee develop. If
our technologies or products become obsolete avrapetitive, our related product sales and licensavgnue would decrease. This would
have a material adverse effect on our businesadial condition and results of operations.

We may become subject to claims by much larger batter capitalized competitors seeking to invaliel@ur 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 corpedkents relating to stents and their use, manufacetad delivery, we believe that it is
possible that one or more third parties will asagratent infringement claim against the manufagtuse or sale of our MGuard stent based or
one or more of these patents. It is also possdiialea lawsuit asserting patent infringement, misaypation of intellectual property, or related
claims may have already been filed against us aflwive are not aware. A number of stent-relatedniatare owned by very large and well-
capitalized companies that are active participantse stent market. As the number of competitorhe stent market grows, the possibility of
patent infringement by us, and/or a patent infringet or misappropriation claim against us, increase
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These companies have maintained their positiohemtarket by, among other things, establishingle@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 etagelay 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 vélida strong incentive to take steps,
through patent litigation or otherwise, to prevastfrom commercializing our products.

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 produ

We depend on outside suppliers for certain raw rizd$e These raw materials or components may nedys 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 cuyr@ntivided by only one vendor, or a single-soungeptier. We depend on
QualiMed Innovative Medizinprodukte GmbH, which méactures the body of the stent, MeKo Laserstrabtévialbearbeitung for the laser
cutting of the stent, Natec Medical Ltd. for th@pgly of catheters and Biogeneral Inc. for the fibde may have difficulty obtaining similar
components from other suppliers that are acceptalitee U.S. Food and Drug Administration or forerggulatory authorities if it becomes
necessary.

If we have to switch to a replacement supplierwileface additional regulatory delays and the ingption of the manufacture and
delivery of our MGuard stent for an extended penbtime, which would delay completion of our ctai trials or commercialization of our
products. In addition, we will be required to obtarior regulatory approval from the U.S. Food &rdg Administration or foreign regulatory
authorities to use different suppliers or composéhnat may not be as safe or as effective. Aswdtreésgulatory approval of our products may
not be received on a timely basis or at all.

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 productsriporating our licensed
technology, in clinical trials. We may also be es@a to product liability claims based on the sélany such products following the receipt of
regulatory approval. Product liability claims collld asserted directly by consumers, health-candders 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 liabilityrawsce for an ongoing clinical trial in Europe and MASTER Il trial. Insurance coverage is
becoming increasingly expensive and we may nobieta maintain current coverage, or expand ourrarsce coverage to include future
clinical trials or the sale of products incorpangtiour licensed technology if marketing approvalb$ained for such products, at a reasonable
cost or in sufficient amounts to protect againssés due to product liability or at all. A succabpfoduct liability claim or series of claims
brought against us could result in judgments, fid@snages and liabilities that could have a mdtadeerse effect on our business, financial
condition and results of operations. We may inégmi§icant expense investigating and defendingehgaims, even if they do not result in
liability. Moreover, even if no judgments, finesmdages or liabilities are imposed on us, our réjautaould suffer, which could have a
material adverse effect on our business, finargabition and results of operations.

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

The manufacturing and marketing of our MGuard speatlucts involves an inherent risk that our prasiusay prove to be defective.
In that event, we may voluntarily implement a réoalmarket withdrawal or may be required to ddga regulatory authority. A recall of one
of our products, or a similar product manufactusgdinother manufacturer, could impair sales ofptteelucts we market as a result of
confusion concerning the scope of the recall @ essult of the damage to our reputation for qualitd safety.
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The successful management of operations dependsumability 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. Thoame be no assurance that we will be able to ataradiretain necessary personnel on acceptat
terms given the competition among medical deviggiebhnology, pharmaceutical and healthcare congganniversities and non-profit
research institutions for experienced managemeigntsts, researchers, sales and marketing andfagaring 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 feaplex 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 fluctuations;

« greater difficulty in staffing and managing foreigperations;

« greater risk of uncollectible accounts;

« longer collection cycles;

« logistical and communications challenges;

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

« changes in labor conditions;

« burdens and costs of compliance with a varietyoofifyn laws;

« political and economic instability;

« increases in duties and taxation;

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

- greater difficulty in protecting intellectual prape

- the risk of third party disputes over ownershipreéllectual property and infringement of third gaintellectual property by our
products; ant

« general economic and political conditions in thieseign markets.

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 caéonkt, regulatory and reimbursement
approvals, competing products, infrastructure dgwalent, intellectual property rights protection amul 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 welaonbusiness. Any failure to do so may
harm our business, results of operations and finhnondition.

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 ganmental 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 conpptisducts will determine the availability
and level of reimbursement. Reimbursement and ek payment systems in international markets signjficantly by country, and include
both government sponsored healthcare and privateance. To obtain reimbursement or pricing apgriovsome countries, we may be
required to produce clinical data, which may inwbne or more clinical trials, that compares th&t-edfectiveness 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.

34




We believe that future reimbursement may be sulbgeicicreased restrictions both in the U.S. anidternational markets. There is
increasing pressure by governments worldwide tdasormealth 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.

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 tiedHealth Care and Education Reconciliation AchU.S. were enacted into
law in March 2010. Certain provisions of these adgtsnot be effective for a number of years andrthare many programs and requirements
for which the details have not yet been fully ebshied or consequences not fully understood, aisduihclear what the full impacts will be
from the legislation. The legislation levies a 2.8%gise tax, that began on January 1, 2013, csaldbk of any U.S. medical device listed with
the U.S. Food and Drug Administration under Sec&t@(j) of the Federal Food, Drug, and Cosmeticaat 21 C.F.R. Part 807, unless the
device falls within an exemption from the tax, sashthe exemption governing direct retail salesdices to consumers or for foreign sales of
these devices. If we commence sales of our MGuardr@ry stent in the U.S., this new tax may mallgraand adversely affect our business
and results of operations. The legislation alsa$es on a number of Medicare provisions aimed ptawing quality and decreasing costs. It is
uncertain at this point what negative unintendatsequences these provisions will have on patiergsacto new technologies. The Medicare
provisions include value-based payment prograntseased funding of comparative effectiveness rekeaeduced hospital payments for
avoidable readmissions and hospital acquired ciomdit and pilot programs to evaluate alternatiwampent methodologies that promote care
coordination (such as bundled physician and hdgpgigments). Additionally, the provisions includeealuction in the annual rate of inflation
for hospitals which started in 2011 and the esshbtient of an independent payment advisory boargcm@mmend ways of reducing the rate of
growth in Medicare spending. We cannot predict wiestlthcare programs and regulations will be ultetyaimplemented at the federal or st
level in the U.S., or the effect of any future Egtion or regulation. However, any changes thatloreimbursements for our products or
reduce medical procedure volumes could adversédgtadur business plan to introduce our productiénU.S.

In the European Union, on September 26, 2012, timegean Commission proposed a revision of the legps currently governing
medical devices. If adopted by the European Padidrand the Council in their present form, thesgpsed revisions, which would be adog
in 2014 and would then gradually come into effeotf 2015 to 2019, will impose stricter requiremesrisnedical device manufacturers.
Moreover, the supervising competences of the coempetuthorities of the European Union Member Stabtekthe notified bodies will be
strengthened. The regulation of advanced theramjaimal products is also in continued developmarthe European Union, with the
European Medicines Agency publishing new cliniaasafety guidelines concerning advanced therapyiaimad products on a regular basis.
Any of these regulatory changes and events coniid ¢iur ability to form collaborations and our atyilto continue to commercialize our
products, and if we fail to comply with any suclwner modified regulations and requirements it ccadidersely affect our business, operating
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 etqubbenefits from these investments or otherwigéd@xecute on our strategic initiatives,
we may not achieve the growth improvement we agetang and our results of operations may be aé¥eeffected.
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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 aaiie 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 productseoctiguired companies and the diversion of
management’s attention from other business concAttimugh we will endeavor to evaluate the rigkisdérent 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#aere can be no assurance that difficulties
encountered with acquisitions will not have a matexdverse effect on our business, financial comliand results of operations.

We may have violated Israeli securities law.

We may have violated section 15 of the Israeli 88ea Law of 1968. Section 15 of the Israeli Séies Law of 1968 requires the
filing of a prospectus with the Israel Securitiastiority and the delivery thereof to purchasersdnnection with an offer or sale of securities
to more than 35 parties during any 12-month peNdd.allegedly issued securities to more than 3Bstors during certain 12-month periods,
ending in October 2008. Our wholly-owned subsididngpireMD Ltd., a private company incorporatedl@nthe laws of the State of Israel,
applied for a no-action determination from the ésiBecurity Authority on February 14, 2011 in coctien with the foregoing. To date, the
Israel Securities Authority has not responded spireMD Ltd.’s application for no-action determiizett and we are unable to predict when a
response will be received. The maximum penaltiesifdating section 15 of the Israeli SecuritiesnLaf 1968 are as follows: imprisonment of
five years; a fine of up to approximately $317,80®e paid by management of the violating compang a fine of up to approximately
$1,590,000 to be paid by the violating company, afimwhich penalties could result in a material adeesffect on our operations. We believe
that it is unlikely that either we or any individwaill be subject to fines or other penalties agsult of these alleged violations.

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.

In order to fully realize all of our business oltjees, we will need to raise additional capital,igthmay not be available on reasonz
terms or at all. For instance, we will need toegasditional funds to accomplish the following:

« developing MGuard Carotid, MGuard Peripheral andudf@ Coronary with a drug eluting bio-absorbablesimand any additional
roducts;

. Sursuing 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 asrgieg 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 madeewof our equity securities.

The terms of any securities issued by us in futaygtal transactions may be more favorable to megstors, and may include

preferences, superior voting rights and the issei@afievarrants or other derivative securities, whitdy have a further dilutive effect on the
holders of any of our securities then outstanding.
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Furthermore, any additional debt or equity finagdat we may need may not be available on ternwéddle to us, or at all. If we a
unable to obtain such additional financing on atinbasis, we may have to curtail our developmetitiies and growth plans and/or be
forced to sell assets, perhaps on unfavorable textmnish would have a material adverse effect onbaginess, financial condition and result
operations, and ultimately could be forced to digicme our operations and liquidate, in which evieist unlikely that stockholders would
receive any distribution on their shares. Furtivermay not be able to continue operating if we dbgenerate sufficient revenues from
operations needed to stay in business.

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

Risks Related to Operating in Israel

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

We expect a substantial portion of our revenuekhailgenerated in U.S. dollars and Euros, whilgaificant portion of our expenses,
principally salaries and related personnel expensgsid in New Israeli Shekels, or NIS. As a tesue 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 UdBllar, 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-measuredtsesibperations. 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 cooas. Any significant revaluation of the
NIS may materially and adversely affect our castw§, 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 &ay personnel are located in Israel. Our busired#réctly affected by the political,
economic and military conditions in Israel andni&ghbors. Since the establishment of the Stateraél in 1948, a number of armed conflicts
have occurred between Israel and its Arab neighlfossate 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,wivdst and hostility, including armed clashespieen the State of Israel and the Palestinian:
since September 2000. The establishment in 20@6ofvernment in the Gaza Strip by representatifédsedHamas militant group has created
heightened unrest and uncertainty in the regiomith2006, Israel engaged in an armed conflict widzbollah, 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 a
in November and December 2012, Israel engaged arraad conflict with Hamas, which involved missiteikes against civilian targets in
various parts of Israel and negatively affectedrmss conditions in Israel. Recent political upris and social unrest in Syria are affecting its
political stability, which has led to the deteritioa of the political relationship between Syriaddarael and have raised new concerns rega
security in the region and the potential for armedflict. Similar civil unrest and political turkemce is currently ongoing in many countries in
the region. The continued political instability amaistilities between Israel and its neighbors amdfature armed conflict, terrorist activity or
political instability in the region could adverselffect our operations in Israel and adverselycaffiee market price of our shares of common
stock. In addition, several countries restrict ddiusiness with Israel and Israeli companies haesland are today subjected to economic
boycotts. The interruption or curtailment of trdzbgween Israel and its present trading partnerkl@versely affect our business, financial
condition and results of operations.

Our operations could be disrupted as a result oétbbligation of certain of our personnel residing israel to perform military service.
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Some of our key employees reside in Israel and lmeagquired to perform annual military reserve d@yrrently, all male adult
citizens and permanent residents of Israel undeagfe of 40 (or older, depending on their positiith the Israeli Defense Forces reserves),
unless exempt, are obligated to perform militagerge duty annually and are subject to being catlexttive duty at any time under emerge
circumstances. Our operations could be disruptetthédpbsence for a significant period of one orevafrour key employees due to military
service. Any such disruption could have a matexislerse effect on our business, results of opeimtad financial condition.

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

We have non-competition agreements with most ofeoployees, many of which are governed by Isragli 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 timeiiastricted geographical areas and only when thda@me has unique value specific to that
employer’s business and not just regarding thegssibnal development of the employee. Any suchilihato enforce non-compete covenants
may cause us to lose any competitive advantagétiresfrom advantages provided to us by such canfital information.

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.®ieAs a result, it may be difficult for
investors to enforce within the U.S. any judgmaeiittained against us or any of our non-U.S. officexduding 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. Ferlif U.S. law is found to be applicable, certegmtent 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 available to us require to continue meeting various conditions and maytbeminated or reduced in the future,
which could increase our costs and taxes.

The tax benefits that are available to us requireolcontinue meeting various conditions and matebminated or reduced in the
future, which could increase our costs and taxespiteMD Ltd. has been granted a “Beneficiary Borise” status by the Investment Center in
the Israeli Ministry of Industry Trade and Laboriathmade us eligible for tax benefits under thadsirLaw for the Encouragement of Capital
Investments, 1959. The main benefit is a two-yean®gtion and five years of a reduced tax rate 8 2®m tax on income derived from
beneficiary activities in facilities located in &&l. In order to remain eligible for the tax betsefif a “Beneficiary Enterpriselye must continu
to meet certain conditions stipulated in the IsraaW for the Encouragement of Capital Investmeh®59 and its regulations, as amended,
which may include, among other things, making dptinvestments in fixed assets and equipmeraniiing a percentage of those
investments with our capital contributions, filingrtain reports with the Investment Center, conmgywith provisions regarding intellectual
property and the criteria set forth in the speaictificate of approval issued by the Investmeani€r or the Israel Tax Authority. If we do not
meet these requirements, the tax benefits coutthbeelled and we could be required to refund axnpémefits that we received in the past.
Further, in the future, these tax benefits maydokiced or discontinued. If these tax benefits aneelled, our Israeli taxable income would be
subject to regular Israeli corporate tax rates. §taadard corporate tax rate for Israeli compaisi@8.5% of taxable income. In the future, we
may not be eligible to receive additional tax bésefnder the Israeli Law for the Encouragemertapital Investments, 1959. The terminatior
or reduction of these tax benefits would increasgetax liability, which would reduce our profits.
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Risks Related to Our Organization and Our Common Sick
We are subject to financial reporting and other neigements that place significant demands on our oesces.

On March 31, 2011, we became subject to reportinbadher obligations under the Securities Exchakgef 1934, as amended,
including the requirements of Section 404 of theb8aes-Oxley Act of 2002. Section 404 requiresousonduct an annual management
assessment of the effectiveness of our internatalsrover financial reporting. These reporting atider obligations place significant demands
on our management, administrative, operationadyivatl audit and accounting resources. Any failareaintain effective internal controls co
have a material adverse effect on our businessatipg results and stock price. Moreover, effectiternal control is necessary for us to
provide reliable financial reports and prevent ftalfi we cannot provide reliable financial repastsprevent fraud, we may not be able to
manage our business as effectively as we would dfgective control environment existed, and ousibess and reputation with investors may
be harmed.

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 Sectitfi# of the Sarbanes-Oxley Act of 2002 require udeatify 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 thatt imternal controls and disclosure controls withyent all errors and all fraud. A control
system, no matter how well conceived and operai@u provide only reasonable, not absolute, asserduat 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 inhdmenitiations in all control systems, no evaluatmfrcontrols can provide absolute assurance the
all control issues and instances of fraud, if anygur company have been detected. These inhengitations include the realities that
judgments in decisic-making can be faulty and that breakdowns can doeoause of simple errors or mistakes. Furtheitralsncan 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 ugstain assumptions about the likelihood of futureres, and there can be no assurance that
any design will succeed in achieving its statedgaader all potential future conditions. Over tirmecontrol may be inadequate because of
changes in conditions, such as growth of the compaimcreased transaction volume, or the degremwipliance with the policies or
procedures may deteriorate. Because of inhereitalions in a coseffective control system, misstatements due tor@erdéraud may occur ar
not be detected.

In addition, discovery and disclosure of a matesiabkness, by definition, could have a materiakask 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 atfieict how our stock trades. This could in turnategly affect our ability to access public
debt or equity markets for capital.

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

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

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

« additions or departures of key personnel,

« sales of our common stock, particularly under agistration statement for the purposes of sellmgather securities, including
management share

« limited availability of freely-tradable “unrestrad” shares of our common stock to satisfy purcloaders and demand,;

« our ability to execute our business plan;
- operating results that fall below expectations;
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« loss of any strategic relationship;

« industry developments;

« economic and other external factors; and

« period-to-period fluctuations in our financial réisu

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

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 anitthé 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 otherwasgversely affect the voting or other rights of
the holders of common stock. Issuances of prefetack, depending upon the rights, preferencesddasijnations of the preferred stock, may
have the effect of delaying, deterring or prevemtinchange of control, even if that change of abmhight 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 “ieted stockholder” for a period of three yearsrdfte date of the transaction in which the
person became an interested stockholder, unlegadi)to the date of the transaction, the boardicgctors of the corporation approved either
the business combination or the transaction wteshlted in the stockholder becoming an interestazkbolder; (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 dlieeisf and (b) shares owned by emplc
stock plans in which employee participants do rastehthe right to determine confidentially whetheargs held subject to the plan will be
tendered in a tender or exchange offer; or (iiilposubsequent to the date of the transactiorhuaess 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 pthkeover or change in control attempts with respeus and, accordingly, may
discourage attempts to acquire us even thoughati@mnsaction may offer our stockholders the opmity to sell their stock at a price above
the prevailing market price.

In addition, on October 22, 2013, our board of etives adopted a rights agreement, implementing vshammonly known as a
“poison pill,” to protect and maximize the valueafr outstanding equity interests in the eventrofiasolicited attempt by an acquirer to take
us over, in a manner or on terms not approved byoard of directors. The rights agreement may tlagesffect of rendering more difficult or
discouraging an acquisition of our company deenretesirable by our board of directors and could eaubstantial dilution to any such
person or group that attempts to acquire us onst@min a manner not approved by our board of threcexcept pursuant to an offer
conditioned upon the negation, purchase or redemti the rights set forth in the rights agreement.

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

Sales of a significant number of shares of our comstock in the public market could harm the magtete of our common stock a
make it more difficult for us to raise funds thréufyiture offerings of common stock. Our stockhofdaind the holders of our options and
warrants may sell substantial amounts of our comstock in the public market. The availability oé#e shares of our common stock for re
in the public market has the potential to causesthpply of our common stock to exceed investor demthereby decreasing the price of our
common stock.
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In addition, the fact that our stockholders, optimiders and warrant holders can sell substantiaets of our common stock in the
public market, whether or not sales have occurreat@®occurring, could make it more difficult fas to raise additional financing through the
sale of equity or equity-related securities infiltteire at a time and price that we deem reasorabd@propriate.

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

We do not anticipate paying cash dividends on oumraon stock in the foreseeable future. The paymkdividends 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 commark $tdl only occur if our stock price appreciates.

Risks Related to our Indebtedness

Our obligations under our term loan are secured bybstantially all of our assets, so if we defautt those obligations, the lender could
foreclose on our assets. As a result of these siggimterests, such assets would only be availablsatisfy claims of our general creditors
to holders of our equity securities if we were tedome insolvent at a time when the value of sucheds exceeded the amount of our
indebtedness and other obligations. In additiongthxistence of these security interests may advem@igect our financial flexibility.

The lender under our term loan has a securityastan substantially all of our assets and thoskspireMD Ltd., our whollyewnec
subsidiary. As a result, if we default under ouligdtions to the lender, the lender could forecloséts security interests and liquidate son
all of these assets, which would harm our busirfesmcial condition and results of operations.

In the event of a default in connection with ounkraptcy, insolvency, liquidation, or reorganizatiahe lender would have a pi
right to substantially all of our assets to thelesion of our general creditors. In that event, assets would first be used to repay in ful
indebtedness and other obligations secured byetidel, resulting in all or a portion of our asdmsg unavailable to satisfy the claims of
unsecured indebtedness. Only after satisfying ldiens of any unsecured creditors would any amoerdvailable for our equity holders.

The pledge of these assets and other restricti@yslimit our flexibility in raising capital for oér purposes. Because substantiall
of our assets are pledged under the term loanalility to incur additional secured indebtednessoosell or dispose of assets to raise ce
may be impaired, which could have an adverse effedur financial flexibility.

Our loan and security agreement contains custoenaents of default. In addition, an event of defauilt include the occurrence o
circumstance that would reasonably be expecte@te b material adverse effect upon (i) our busingssrations, properties, assets, pros|
or condition (financial or otherwise), (ii) our #hji to perform our obligations under the agreemamd any related loan documents or (iii)
collateral, the lender’s liens on the collateratta priority of such liens.

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

Pursuant to the terms of our loan and securityeagest, the lender made a term loan to us and bidfirLtd. in aggregate amount
$10 million. We are required to make monthly paytaef interest until August 31, 2014, monthly paytseof principal and interest after s
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 financinduied working capital, operating losses, capitalendgitures or acquisitions
terms acceptable to us, or at
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« the amount of our interest expense may increasaulsecour term loan has a variable rate of intereany time that the prir
rate, as reported in the Wall Street Journal, @&valb.5%:

- we will need to use a substantial portion of owshclows to pay principal and interest on our téoen, which will reduce tt
amount of money we have for operations, workingitehpcapital expenditures, expansion, acquisitiongeneral corporate
other business activitie

- we may have a higher level of debt than some otoupetitors, which may put us at a competitivadisintage;
« we may be unable to refinance our indebtednessramstacceptable to us, or at all; and
« we may be more vulnerable to economic downturnsaalvérse developments in our industry or the ecgriargeneral.

Our ability to meet our expenses and debt obligatiwill depend on our future performance, whichl Wi affected by financic
business, economic, regulatory and other factoeswill be unable to control many of these factstg;h as economic conditions. We cannt
certain that our earnings will be sufficient tooall us to pay the principal and interest on our delat meet any other obligations. If we do
have enough money to service our debt, we maydpérasl, but unable to refinance all or part of existing debt, sell assets, borrow mone
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 covenattiat could limit our financing options and liquidy position, which would limit ou
ability to grow our business.

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

« pay cash dividends to our stockholders;

« redeem or repurchase our common stock or othetyequi
« incur additional indebtedness;

« permit liens on assets;

- make certain investments (including through theugsition of stock, shares, partnership or limitability company interest
any loan, advance or capital contributis

- sell, lease, license, lend or otherwise conveyngerést in a material portion of our assets; and

« cease making public filings under the Securitiestiaxge Act of 1934, as amended.

These restrictions may limit our ability to obtadadlditional financing, withstand downturns in oursimgess or take advantage
business opportunities. Moreover, additional debarfcing we may seek, if permitted, may contairmterthat include more restricti

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 mightweifeeconsider appropriate or desirable.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Transition Report on Form 10-K/T contains Yf@rd-looking statements,” which include informatiatating to future events,
future financial performance, strategies, expeatati competitive environment and regulation. Waish as “may,” “should,” “could,”
“would,” “predicts,” “potential,” “continue,” “expets,” “anticipates,” “future,” “intends,” “plans,’believes,” “estimates,” and similar
expressions, as well as statements in future téhsetify forward-looking statements. Forward-loofistatements should not be read as a
guarantee of future performance or results andpsilbably not be accurate indications of when qeatiormance or results will be achieved.
Forward-looking statements are based on informatienave when those statements are made or oulgergeat’'s good faith belief as of that
time with respect to future events, and are sultjeasks and uncertainties that could cause ageidbrmance or results to differ materially
from those expressed in or suggested by the foreaking statements. Important factors that coaldse such differences include, but are no
limited to:

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

« our ability to complete clinical trials as anticipd and obtain and maintain regulatory approval®éo products;
« our ability to adequately protect our intellectpabperty;
« disputes over ownership of intellectual property;

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

« the risk that the data collected from our currem planned clinical trials may not be sufficientemonstrate that the MGuard
technology is an attractive alternative to othercpdures and produc

« intense competition in our industry, with compestbaving substantially greater financial, techgalal, research and development,
regulatory and clinical, manufacturing, marketimgl @ales, distribution and personnel resourceswleato;

- entry of new competitors and products and potetdiztinological obsolescence of our products;

« loss of a key customer or supplier;

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

« adverse economic conditions;

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

« price increases for supplies and components;

« inability to carry out research, development anchigmrcialization plans; and

« loss or retirement of key executives and reseasigintists.

You should review carefully the risks and uncetiemdescribed under the heading “Iltem 1A. Risk&rat in this Transition Report

on Form 10-K/T for a discussion of these and otts#s that relate to our business and investirghares of our common stock. The forward-
looking statements contained in this Transition®epn Form 10-K/T are expressly qualified in thetirety by this cautionary statement. We

do not undertake any obligation to publicly updatg forward-looking statement to reflect eventsicsumstances after the date on which any
such statement is made or to reflect the occurrehaeanticipated events.
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Item 1B. Unresolved Staff Comments.

Not applicable.

Item 2. Properties.

Our headquarters are located in Boston, Massadhusdtere we lease approximately 2,725 squareofemtecutive office space. In
addition, in Tel Aviv, Israel, we currently have @00 square meter office and manufacturing fgdiiat has the capacity to manufacture and
assemble 4,800 stents per month, based upon tbagtian schedule of one shift per day. We belidad bur current facility is sufficient to
meet anticipated future demand by adding additishéts to our current production schedule.

Item 3. Legal Proceedings.

From time to time, we may be involved in litigatitmat arises through the normal course of busines®f the date of this filing, v
are not a party to any material litigation nor aseaware of any such threatened or pending litigati

There are no material proceedings in which anyuofdirectors, officers or affiliates or any registe or beneficial shareholder of m
than 5% of our common stock is an adverse parhasra material interest adverse to our interest.

Item 4. Mine Safety Disclosures.

Not applicable.
PART Il

Item 5. Market for Registrant’s @mmon Equity, Related Stockholder Matters and IssuePurchases of Equity Securities.

Our common stock has been quoted on the NYSE MKdesApril 11, 2013 under the symbol “NSPRrior to that date, it was trac
on the OTC Bulletin Board since April 11, 2011.d?tio that date, there was no active market foroounmon stock.

The following table sets forth (i) the intday high and low sales price per share for our comstock, as reported on the NYSE M
for the period of April 11, 2013 to December 31,120and (ii) the high and low bid prices for oumanon stock, as reported by the C
Bulletin Board, for the period of April 11, 2011 &pril 10, 2013. The quotations reflect inter-degleces, without retail mark-up, madewr
or commission, and may not represent actual tréiosac The OTC Bulletin Board quotations prior ted@mber 21, 2012 are adjusted foi
one-for-four reverse stock split of our common ktt@at occurred on such date.

Transition Period Ended December 31, 2013 High Low

First Quartel $ 268 $ 1.8C
Second Quarte $ 367 $ 2.2
Fiscal Year Ended June 30, 201 High Low

First Quartel $ 10.0C $ 3.8¢
Second Quarte $ 10.1¢ $ 3.01
Third Quartel $ 428 $ 1.9t
Fourth Quarte $ 3.1t % 1.8¢
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Transition Period Ended June 30, 201. High Low

First Quarte! $ 86C $ 4.4C
Second Quarte $ 740 $ 2.4C
Fiscal Year Ended December 31, 201 High Low

Second Quarte $ 11.5¢ $ 7.0C
Third Quartel $ 10.9¢ $ 7.2C
Fourth Quarte $ 10.3¢ $ 6.4(

The last reported sales price of our common stockhe NYSE MKT on February 25, 2014, was $3.60gbere. As of February -
2014, there were approximately 200 holders of @obour common stock.

Dividend Policy
In the past, we have not declared or paid caslieinds on our common stock. Our loan and securigesgent with Hercules
Technology Growth Capital, Inc., dated OctoberZ®.,3, prohibits us from paying dividends or disitibns on our common stock. Even if we
are permitted to pay cash dividends in the futwedo not intend to do so. Rather, we intend taimduture earnings, if any, to fund the
operation and expansion of our business and fagrgénorporate purposes.
Item 6. Selected Financial Data.
Not applicable.

Item 7. Management’s Discussiom@ Analysis of Financial Condition and Results of Qerations.

The following discussion and analysis of our finahcondition and results of operations should bad in conjunction with the
accompanying condensed consolidated financial stat#s and related notes included elsewhere inTitaasition Report on Form 10-K/T.

Overview

We are a medical device company focused on thelafawent and commercialization of our proprietargnstplatform technolog
MGuard. MGuard provides embolic protection in stegtprocedures by placing a micron mesh sleeve avetent. Our initial products
marketed for use mainly in patients with acute narg syndromes, notably acute myocardial infarcfioeart attack) and saphenous vein
coronary interventions (bypass surgery).

We effectuated a one-féour reverse stock split of our common stock onddeber 21, 2012. Our authorized shares of commark
were not adjusted as a result of this reverse stk All share and related option and warrarforimation presented in the followi
discussion and analysis of our financial conditiol results of operations and the accompanyingotidased interim financial statements h
been retroactively adjusted to reflect the redungdber of shares outstanding which resulted framabtion.
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On June 1, 2012, our board of directors approveldaage in our fiscal yeand from December 31 to June 30, effective Jun@@GD;
and on September 16, 2013, our board of directopsored a change in our fiscal yeard from June 30 to December 31, effective Dece
31, 2013.

Critical Accounting Policies
Use of estimates

The preparation of financial statements in conféymiith U.S. GAAP requires management to make exts using assumptions t
affect the reported amounts of assets and liadslitihe disclosure of contingent assets and liedsilat the date of the financial statements
the reported amounts of sales and expenses dimengporting periods. Actual results could diffiemfi those estimates.

As applicable to these consolidated financial statets, the most significant estimates and assungptielate to inventory writeff,
royalty buyout, legal contingencies and estimatibthe fair value of warrants.

Functional currency

The currency of the primary economic environmentvitich we and our subsidiaries conduct operatisnthé U.S. dollar (“$or
“dollar”). Accordingly, our and our subsidiarieslirfctional currency is the dollar.

The dollar figures are determined as follows: teations and balances originally denominated inaglslare presented in their origi
amounts. Balances in foreign currencies are trgetslmto dollars using historical and current exadwrates for nomonetary and monete
balances, respectively. The resulting translatiamg or losses are recorded as financial incomexpense, as appropriate. For transac
reflected in the statements of operations in faraigrrencies, the exchange rates at transactiass gat used. Depreciation and chang
inventories and other changes deriving from non-@temy items are based on historical exchange rates.

Concentration of credit risk and allowance for dotfhl accounts

Financial instruments that may potentially subjegtto a concentration of credit risk consist ofhcasd cash equivalents, which
deposited in major financially sound institutionghe U.S, Israel and Germany, and trade accoen&svable. Our trade accounts receivabl
derived from revenues earned from customers fronows countries. We perform ongoing credit evaluagi of our customerdinancia
condition and, generally, require no collateraiiroustomers. We also have a credit insurance pédicgome of customers. We maintair
allowance for doubtful accounts receivable baseshupe expected ability to collect the accounteirable. We review our allowance
doubtful accounts quarterly by assessing individae@lounts receivable and all other balances basédstorical collection experience and
economic risk assessment. If we determine thataifsp customer is unable to meet its financialigdiions to us, we provide an allowance
credit losses to reduce the receivable to the atmoanagement reasonably believes will be collected.

Inventory

Inventories include finished goods, work in procasd raw materials. Inventories are stated alotver of cost (cost is determined
a “first-in, first-out” basis) or market value. Our inventories generadlyeha limited shelf life and are subject to impa&ntas they approa
their expiration dates. We regularly evaluate theying value of our inventories and when, in opingon, factors indicate that impairment
occurred, we established a reserve against thatiores’ carrying value. Our determination that a valuatieserve might be required and
guantification of such reserve requires manageneeutilize significant judgment.
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Revenue recognition

Revenue is recognized when delivery has occurnaderce of an arrangement exists, title and risic r@wards for the products
transferred to the customer, collection is reasthynassured and product returns can be reliablyneééid. When product returns can be reli
estimated a provision is recorded, based on héstbexperience, and deducted from revenues.

When returns cannot be reliably estimated, bothied|revenues and costs are deferred.

As of December 31, 2013, June 30, 2013 and Jun203@, there were no deferred revenues relatedlés or which the rate of rett
could not be reliably estimated.

Our arrangements with our distributors sometimea#tain the right to receive free products from usnuphe achievement of sa
targets. Each period, we estimate the amount efgreducts to which our distributors will be emiitibased upon the expected achieveme
sales targets and defer a portion of revenues dioggy.

We recognize revenue net of value added tax (VAT).

Research and development costs

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

Share-based compensation

Employee option awards are classified as equityrdsvand accounted for using the grdate fair value method. The fair value
share-based awards is estimated using the BBatlkles valuation model and expensed over the gigservice period, net of estime

forfeitures. We estimate forfeitures based on hisabexperience and anticipated future conditions.

We elected to recognize compensation expensesmvarda with only service conditions that have gradesting schedules using
accelerated multiple option approach.

We account for equity instruments issued to thiadty service providers (noamployees), by recording the fair value of the ane
granted using an option pricing model, at eachmémpperiod, until awards are vested in full. Tense is recognized over the vesting pi
using the accelerated multiple option approach.

In addition, certain shareased awards are performance based and dependmmtaghieving certain goals. With respect to t
awards, we estimate the expected ysting award probability that the performance dioaks will be achieved. We only recognize expefts
those shares that are expected to vest.

Uncertain tax and value added tax positions

We follow a twostep approach for recognizing and measuring urinetda positions. The first step is to evaluate tidpe position fo
recognition by determining if the weight of availevidence indicates that it is more likely than tihat the position will be sustained on at
If under the first step a tax provision is assededuke more likely than not of being sustained oditathe second step is performed, under w
the tax benefit is measured as the largest amdattis more than 50% likely to be realized upormadte settlement. Such liabilities
classified as long-term, unless the liability ipegted to be resolved within twelve months fromlihance sheet date.
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Fair value measurement

We measure fair value and disclose fair value nreasents for financial assets and liabilities. Raitue is based on the price 1
would be received to sell an asset or paid to fearssliability in an orderly transaction betweeanket participants at the measurement date.

The accounting standard establishes a fair vakrafdhy that prioritizes observable and unobseevaigluts used to measure fair vi
into three broad levels, which are described below:

Level 1: Quoted prices (unadjusted) in active markieat are accessible at the measurement datesgets or liabilities. The fair val
hierarchy gives the highest priority to Level 1utg

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

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

In determining fair value, we utilize valuation lbeiques that maximize the use of observable inpmd minimize the use
unobservable inputs to the extent possible andidensounterparty credit risk in our assessmeffiaiofvalue.

Allocation of issuance proceeds

When debt is issued with other components thatsalsequently measured at fair value, the procestiglbbcated first to su
components (such as warrants and embedded deesativthe debt that require bifurcation at their ¥alues), then the residual amount of
proceeds is allocated to the debt. When other coeis are classified in equity, the proceeds doeatked based on relative fair values.

Results of Operations
Six month period ended December 31, 2013 comparttbtsix month period ended December 31, 2012

Revenues For the six month period ended December 31, 2@&&nue increased by $1.2 million, or 67.0%, td. $8illion from $1.¢
million during the same period in 2012. This ingeavas predominantly driven by an increase in salesne of $1.2 million, or 65.4%, wi
price increases to our repeat distributors drivimg remaining increase of $30,000, or 1.6%. The #illion increase in sales volume refle
the positive impact of recent steps taken to stabdur global distribution strategy and targetellireg activities in select European countries.

With respect to regions, the increase in revenug wainly attributable to an increase of $1.1 millia revenue from our distributc
in Europe and an increase of $0.1 million in revefrom our distributors in Latin America.

Gross Profit. For the six month period ended December 31, 20d&s profit (revenue less cost of revenues) asad 53.7%, or $C
million, to $1.7 million from $1.1 million duringhe same period in 2012. The increase in grosstpas attributable to an increase in reve
of $1.2 million, as described above, partially effey an increase in cost of revenues of $0.6 onillivhich was composed of an increas
material and labor costs of $0.4 million associatétth our increased sales and increase of $0.2amilh nonrecurring expenses related to
consolidation of our manufacturing facilities. Gsamargin (gross profits as a percentage of revedeeleased from 58.2% in the six mc
period ended December 31, 2012 to 53.6% in samedber 2013. If the nomecurring effects of the consolidation of our mautfiring
facilities in the six month period ended Decembgr 313, are removed, gross margin for the six mgariod ended December 31, 2
would have been 59.3%.
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Six month period ended
December 31

2013 2012
($ in thousands)
Gross profit $ 1,66: $ 1,08
Non-recurring expenses 17¢€ -
Gross profit excluding nor-recurring expenses $ 1,841 $ 1,082

Royalties’ Buyout ExpensesFor the six month period ended December 31, 20&2,ncurred $0.9 million in royaltieduyou
expenses relating to the restructuring of our ngyagreement for MGuard Prime. In connection wiih testructuring of this agreement,
licensor of the stent design used for this produgeed to reduce the royalty from 7% of net salgside of the United States, 7% of the
$10,000,000 of net sales in the United States &t df net sales in the United States above $100000p 2.9% of all net sales both inside
outside the United States in exchange for (i) uwiwg $85,000 in regulatory fees owed to us, (8)rmaking full payment of royalties owec
of September 30, 2012 in the amount of $205,587(#h&1,763,000, payable in 215,000 shares ofammmon stock that were valued at $t
per share. There was no such expense during theamth period ended December 31, 2013. Royalbagout expenses as a percentag
revenue was 49.4% for the six month period endezkBer 31, 2012.

Research and Development Expensé®r the six month period ended December 31, 20d8sarch and development expe
increased 50.0%, or $1.1 million, to $3.3 millidrom $2.2 million during the same period in 201&isTincrease in research and develop!
expenses resulted primarily from increases of #tilBon in related salaries, $0.1 million in reldteravel expenses and $1.4 million in clin
trial expenses associated with our MASTER I tri@ving from the pre-clinical stage to the spt-and enrollment phases, triggering ¢
associated with the selection and qualificatiotriaf sites, contract research organization manageiiees and patient fees, among others.
increase in research and development expensesyvbagweas partially offset by a decrease of $0.4iomilin expenses associated with
MASTER | trial, which has concluded, a decreas8®® million in expenditures related to the deveiept of the MGuard Carotid product i
a decrease of $0.1 million in share based compensakpense. Research and development expenspersentage of revenue decrease
106.8% for the six month period ended DecembeB13, from 118.5% in the same period in 2012.

Selling and Marketing ExpenseBor the six month period ended December 31, 284I8ng and marketing expenses increased 6:
or $1.0 million, to $2.6 million, from $1.6 millioduring the same period in 2012. The increase limgeand marketing expenses resu
primarily from an increase of $0.8 million in saksm, as we expanded our sales activities worldwégejncrease of $0.1 million in tra
expenses for our increased sales force and aresemd $0.1 million in miscellaneous expenses. Mfcthese sales initiatives were driver
our efforts to capitalize on the publication of tMASTER 1 trial results, which represented ourtfirandomized data related to our MGt
technology, and efforts to support our new direteés channels in key European countries. Sellimhraarketing expenses as a percenta
revenue decreased to 85.2% in the six month pemdeéd December 31, 2013 from 86.5% in the samegari2012.

General and Administrative Expense§or the six month period ended December 31, 2@&8gral and administrative exper
increased 13.2%, or $0.5 million, to $4.5 milliaorh $4.0 million during the same period in 2012eThcrease in general and administre
expenses resulted primarily from an increase o6 $allion in salaries (which predominately relatesthe hiring of our new chief execut
officer and bonuses), an increase in share basegpewsation of $0.2 million, an increase in direga@ompensation of $0.1 million and
increase in travel expense of $0.1 million. Thisrg@se was partially offset by a decrease in l&ggd of $0.3 million and a decrease of !
million in bad debt expense. General and admirtigg@&xpenses as a percentage of revenue decrea$é48.8% in the six month period en
December 31, 2013 from 215.2% in the same peri@Dirp.
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Financial ExpensesFor the six month period ended December 31, 2fM&ncial expenses decreased 71.2%, or $1.2 mijltm $0.!
million from $1.7 million during the same period2012. The decrease in financial expenses respitigthrily from a decrease of $1.8 milli
of amortization and interest expenses. In the sirtin period ended December 31, 2013, we recogii@egdimillion in amortization and inter
expense, in contrast to the six month period erdeckmber 31, 2012, during which we recognized #@lllon of amortization and intere
expense pertaining to our previously outstandingiaseconvertible debentures and their related isseacosts (of which $1.6 milli
represented the narash amortization of the discount of the convestitdébentures and their related issuance costsy.dEurease in expen
was partially offset by $0.2 million of narash expense in the six month period ended Dece®ihe2013 pertaining to our obligation to is
shares of common stock without new consideratioiéoinvestors in our March 2011 private placenuerd to certain anthlution rights hels
by such stockholders and the absence of anycash-revaluations of our warrants during the sbatingeriod ended December 31, 2(
During the six month period ended December 31, 2@&2recognized $0.3 million of financial incometaéing to the noreash revaluation
certain of our warrants due to our stock price eéasing from $4.24 to $3.90 during such period. dthancome was recognized during the
month period ended December 31, 2013. Financiatrese as a percentage of revenue decreased to 16.4% six month period end
December 31, 2013, from 93.1% in the same peri@DiP.

The following presentation is a n@AAP financial measure. Management believes thissues provides investors with ust
supplemental information regarding our financiapexses and is useful for understanding the peneedqmeriod comparison. In additic
management used this n@AAP financial measure internally in its reviewfofancial expenses for the periods presented. Whdeageme
believes that this noBAAP financial measure is useful in evaluating dumancial expenses, this information should be wered a
supplemental in nature and should be viewed intiaddio, and not in lieu of or superior to, ourditial expenses calculated in accordance
GAAP. In addition, this non-GAAP financial measunay not be the same as similarly titled measuresegumted by other companies. If the nor
cash effects of the warrant revaluation and amatitin expense in the six month period ended Decer®be2012, as well as the noast
effects of the antdilution rights in the six month period ended Debem31, 2013 are removed, financial expenses stk month peric
ended December 31, 2013 would have totaled $0IBomilas compared to $0.4 million for the same guin 2012, resulting in a decreas:
$0.1 million.

Six month period ended
December 31,

2013 2012
($ in thousands)

Financial expenses, as reported under GAA $ 49¢ $ 1,73(
Non-cash expenses:

Anti-dilution rights 20C -
Revaluation of warrant - (305)
Amortization expense - 1,63
Total non-cash expense 20C 1,33
Financial expenses (income) excluding non-cash exjses $ 29¢ $ 39¢

Tax Expenses-or the six month period ended December 31, 2@3expenses decreased $39,000 to $10,000 forxtmeasith perio
ended December 31, 2013, from $49,000 during threegzeriod in 2012.

Net Loss Our net loss decreased by $0.1 million, or 1.8949.3 million for the six month period ended Dater 31, 2013 from $S
million during the same period in 2012. The deceeasnet loss resulted primarily from a decreas&X® million in financial expenses,
which $1.1 million were nowrash (see above for explanation), and an incre$8.6 million in gross profit (see above for expdion)
partially offset by an increase of $1.7 millionaperating expenses (see above for explanatiothe lhoneash effects of the warrant revalua
and amortization expense in the six months endecember 31, 2012, as well as the datilition rights in the six month period enc
December 31, 2013 are removed, our net loss wailBi8il million for the six months ended December2®1l2, as compared to a net los
$9.1 million for the same period in 2013, resultingn increase of $1.0 million, or 12.9%.

Twelve months ended June 30, 2013 compared togwednths ended June 30, 2012

Revenues For the twelve months ended June 30, 2013, reverareased by $0.5 million, or 8.9%, to $4.9 miillfrom $5.3 milliol
during the same period in 2012. This decrease wedominantly driven by a decrease in sales voluh®)d million, or 9.6%, partially offs
by price increases to our repeat distributors &, &30, or 0.7%. The $0.5 million decrease in sa@sme was due largely to the fact that
were in the process of replacing certain thirdypdistributors with direct sales channels in keyrtnies where end user average selling pi
along with other limiting factors, continued to iaipsales. While we believe that this transitiordigect selling will ultimately lead to grea
sales in these markets, the transition away froraicedistributors adversely impacted revenue fier twelve months ended June 30, 201
we had fewer parties selling our products.

With respect to regions, the decrease in revengermanly attributable to a decrease of $0.6 millimnrevenue from our distributors
Latin America and a decrease of $0.2 million inemve from our distributors throughout the resthef world. These decreases were pari
offset by an increase of $0.3 million in revenwanirour distributors in Asia.
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Gross Profit. For the twelve months ended June 30, 2013, grosf#t increased 3.6%, or $0.1 million, to $2.6 lioih from $2.t
million during the same period in 2012. The inceeasgross profit was attributable to a decreaseost of revenues of $0.6 million, prima
attributable to a non-recurring writéf of $0.4 million of slow moving inventory in thivelve months ended June 30, 2012, which di
occur in the same period in 2013, as well as aedaer of $0.3 million of material and labor costs tluthe decrease in sales of $0.5 milliol
discussed above, partially offset by $0.2 millidnespenses related to the consolidation of our rfeturing facilities. The decrease of §
million in cost of revenues was partially offset &ylecrease in revenue of $0.5 million as discuabegle. Gross margin increased from 4¢€
in the twelve months ended June 30, 2012 to 53r28td twelve months ended June 30, 2013.

Royalties’ Buyout Expensed-or the twelve months ended June 30, 2013, werried $0.9 million in royaltiesbuyout expensi
relating to the restructuring of our royalty agresmfor the MGuard Prime version of our MGuard Gany stent, as described above. T
was no such expense during the twelve months eduleel 30, 2012. Royaltiebuyout expenses as a percentage of revenue wetb 18r&he
twelve months ended June 30, 2013.

Research and Development Expendesr the twelve months ended June 30, 2013, reflsead development expenses increased -
or $0.2 million, to $4.2 million, from $4.0 millioduring the same period in 2012. The increasedaaeh and development expenses res
primarily from an increase of $0.1 million in sats, an increase of $0.1 million in patent expenarsncrease of $0.1 million in expenditt
related to the development of the MGuard Carotiodpct and an increase of $0.2 million in misceltare expense. These increases
partially offset by a decrease in clinical triapexses of $0.3 million, attributable mainly to feve&penses associated with our MASTER |1
as we approach the trialtonclusion (decrease of $0.2 million), and ourSTA&R |l trial (decrease of $0.1 million). Reseaacil developme
expense as a percentage of revenue increased3ts 8ar. the twelve months ended June 30, 2013 frér6% in the same period in 2012.

Selling and Marketing ExpenseBor the twelve months ended June 30, 2013, geadlid marketing expenses increased 66.3%, o0
million, to $3.6 million, from $2.2 million duringhe same period in 2012. The increase in selliyraarketing expenses resulted primg
from an increase of $0.7 million in salaries asespanded our sales activities worldwide, an in@exs0.4 million in expenditures relatec
promotional activities related to the Transcath@ardiovascular Therapeutics (TCT) conference iarMj Florida, where we announced
MASTER 1 trial results, an increase of $0.5 millionproduct promotion expenses and an increas® & &illion in travel expenses for ¢
increased sales force. Much of these sales iniéigtivere driven by our efforts to capitalize on plublication of the initial MASTER 1 trii
results, which represented our first randomized dalated to our MGuard technology. These increassales and marketing expenses \
partially offset by a decrease of $0.3 million maeebased compensation expenses and a decrease aghfib@ in miscellaneous expens
With the growth of our sales force, and associatetivities, as described above, selling and margedixpenses as a percentage of rev
increased to 74.2% in the twelve months ended 30n2013 from 40.6% in the same period in 2012.
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General and Administrative ExpenseBor the twelve months ended June 30, 2013, geaathadministrative expenses decre
35.4%, or $4.9 million, to $9.0 million from $13million during the same period in 2012. The decegasgeneral and administrative expel
resulted primarily from a decrease in share-basepensation of $6.1 million (which predominantlyrtagned to directos compensation pe
in 2012) and a decrease of $0.3 million in expemekged to consultants. This decrease was paroiitet by an increase in salaries of ¢
million (which predominately relates to the hirio§ our new chief executive officer), an increase$6f5 million in legal expenses larg
associated with our previous financing efforts,jrmarease of $0.1 million in bad debt expense, ane@se of $0.1 million in audit fees, anc
increase of $0.2 million in miscellaneous expen&eneral and administrative expenses as a pereenfagvenue decreased to 184.1% ir
twelve months ended June 30, 2013 from 259.5%adrs#ime period in 2012.

Financial Expenses For the twelve months ended June 30, 2013, finhegpenses increased to $14.1 million from $38,80rin¢
the same period in 2012. The increase in finareigknses resulted primarily from $9.9 million imA®curring, noreash effects of the de
inducement related to the adjustment of the coimmenstio of our convertible debentures upon thetirement in April 2013, $4.3 million
amortization expense pertaining to our convertitiéentures and their related issuance costs (afhw$8.5 million represented the non
recurring, non-cash amortization of the discountttef convertible debentures and their related reseiaosts). In addition to these non
recurring, noreash expenses, we also incurred $1.5 million oéasgp pertaining to our obligation to issue shafemmmon stock without ne
consideration to the investors in our March 201itgte placement due to certain adiliation rights held by such stockholders. Thespesse
were partially offset by $1.4 million of financisdcome pertaining to the revaluation of certairoof warrants due to our stock price decree
to $2.21 on June 30, 2013, from $4.24 on June @02 2nd $0.1 million for the favorable impact otkange rate differences for the twe
months ended June 30, 2013. Financial expensepascantage of revenue increased from 0.7% in tiedvenmonths ended June 30, 201!
290.9% in the same period in 2013.

The following presentation is a n@AAP financial measure. Management believes thissuee provides investors with ust
supplemental information regarding our financiapexses and is useful for understanding the peneedqmeriod comparison. In additic
management used this n@AAP financial measure internally in its reviewfofancial expenses for the periods presented. Whdeageme
believes that this noGAAP financial measure is useful in evaluating dumancial expenses, this information should be wered a
supplemental in nature and should be viewed intiaddio, and not in lieu of or superior to, ourditial expenses calculated in accordance
GAAP. In addition, this non-GAAP financial measunay not be the same as similarly titled measuresegmted by other companies. If the nor
recurring, noreash effects of the debt inducement and amortizaigense are removed, financial expenses fomtblré months ended Ju
30, 2013 would have totaled $0.7 million, an inseeaf $0.7 million from the same period in 2012.

Twelve month period endec

June 30,
2013 2012
($ in thousands)
Financial expenses, as reported under GAA $ 14,177 $ 38
Non-cash expenses: -
Debt inducemer 9,89¢ -
Amortization expense 3,52¢ -
Anti-dilution rights 1,47¢ -
Revaluation of warrants (1,419 -
Total non-cash expense 13,48¢ -
Financial expenses (income) excluding n-cash expense $ 691 $ 38

Tax Expenseg:or the twelve months ended June 30, 2013, taxmesgsedecreased $6,000 to $8,000 for the twelvehwartded Jul
30, 2013, from $14,000 during the same period 220

Net Loss. Our net loss increased by $11.7 million, or 66.386529.3 million for the twelve months ended J36e¢ 2013 from $17
million during the same period in 2012. The incee@s net loss resulted primarily from an increab&b4.2 million in financial expenses,
which $13.5 million were non-recurring, neash (see above for explanation), partially offsgta decrease of $2.4 million in opera
expenses (see above for explanation) and an irc@e®0.1 million in gross profit (see above fopkmation). If the non-recurring, narast
effects of the debt inducement and amortizatioreagp are removed, our net loss would be $15.8omifbr the twelve months ended June
2013, as compared to a net loss of $17.6 milligrife same period in 2012, an improvement of $illBom, or 10%.

Liquidity and Capital Resources

We have successfully raised funds through bothctpital markets and loans. On April 16, 2013, wastonmated an underwritl
public offering, pursuant to which we received aggte net proceeds of $22.6 million, after the umndters’ commissions and offeril
expenses. In addition, on October 23, 2013, weredtmto a loan and security agreement and issugdraant in exchange for aggregate
proceeds of $9.8 million.

We have an accumulated deficit as well as a net éosl negative operating cash flows in the curyear. We anticipate that st
losses will continue until our MGuard products te@ommercial profitability. Our management belietieat we have sufficient resource:
fund operations through December 31, 2014. Managemiso anticipates that the continued successfaineercialization of the MGua
product line, together with financing through c“At-the-Marke” equity program, should be sufficient to fund ourrent and planne



operations into the second quarter of 2015. Howewerassurance can be provided that we will be abkgecure sufficient capi
(through sales of products or equity) to fund operations for such period.

If we are unable to successfully commercialize Bi@uard products or obtain sufficient future finargifrom our "At-theMarket"

equity program, we will be required to delay sonfi®ur planned research and development programgelss curtail, discontinue or, in 1
extreme case, cease operations.
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Six month period ended December 31, 2013 comparttbtsix month period ended December 31, 2012

General. At December 31, 2013, we had cash and cash dqotsaf $17.5 million, as compared to $14.8 millas of June 30, 20:
We have historically met our cash needs througbnabénation of issuing new shares, borrowing agégiand sales. Our cash requirement
generally for clinical trials, marketing and saéegivities, finance and administrative cost, cdptgenditures and general working capital.

Cash used in our operating activities was $6.8anilfor the six month period ended December 3132d $5.8 million for the sar
period in 2012. The principal reason for the usafgeash in our operating activities for the six rtioperiod ended December 31, 2013 w
net loss of $9.3 million, offset by $1.5 million mon-cash sharbased compensation that was largely paid to oecttirs and chief executi
officer, a decrease in working capital of $0.5 il $0.4 million of norcash financial expense, and $0.1 million of de@tdmh expense. Tl
principal reasons for the usage of cash in our aippey activities for the six months ended Decem®g&r 2012 include a net loss
approximately $9.4 million and an increase in wogktapital of approximately $0.2 million, offset Bpproximately $1.4 million in nooast
share-based compensation, approximately $1.2 mifiio non-cash financial expenses, approximatel® $8illion in a noneash royaltie
buyout, approximately $0.1 million in depreciatiand amortization expenses and approximately $0lRomiof all other miscellaneol
expenditures.

Cash used in our investing activities was $252,80fng the six month period ended December 31, 28&fpared to $193,0
during the same period in 2012. The principal raa&ws the increase in cash used in investing d@@iduring 2013 was the purchasi
property, plant and equipment of $180,000 (priryanéw manufacturing equipment and leasehold imprmres for our production facilitie
and the funding of employee retirement funds of,80Q.

Cash generated by financing activities for themsbnth period ended December 31, 2013 was $9.8omjltompared to $1.0 millit
generated during the same period in 2012. The ipahsource of cash generated from financing aatwiduring the six month period en
December 31, 2013 was $9.8 million received purst@ma loan and security agreement entered infodber 2013, net of issuance cost:
described below.

As of December 31, 2013, our current assets exdeedgiecurrent liabilities by a multiple of 3.5. Cent assets increased $2.7 mil
during the six month period, mainly due to casteissd from the loan and security agreement, pbrtaifset by cash used in operations,
current liabilities increased by 2.1 million duritige period. As a result, our working capital sugphcreased by $0.6 million to $15.5 milliol
December 31, 2013.

Twelve months ended June 30, 2013 compared togwednths ended June 30, 2012
General. At June 30, 2013, we had cash and cash equigadé¢$t14.8 million, as compared to $10.3 millioroAgune 30, 2012,

Cash used in our operating activities was $10.8anifor the twelve months ended June 30, 2013%&316 million for the same peri
in 2012. The principal reasons for the usage ofi @a®ur operating activities for the twelve mon#rsded June 30, 2013 include a net lo:
$29.3 million, offset by $13.5 million in non-cafhancial expenses, $3.8 million in non-cash sh#sed compensation that was largely
to our directors, $0.9 million in a narash royalties buyout related to the restructuahgur royalty agreement for the MGuard Prime \an
of our MGuard Coronary stent, as discussed abodeceease in working capital of $0.4 million, $@afllion in depreciation and amortizati
expenses and $0.2 million of miscellaneous experest

Cash used in our investing activities was $376,800ng the twelve months ended June 30, 2013, coedp® $43,000 during t
same period in 2012. The principal reason for tleegase in cash used in investing activities dugi@g3 was the purchase of property,
and equipment of $202,000 (primarily new manufantuequipment and leasehold improvements for oadpetion facilities), an increase
restricted cash of $56,000 and the funding of eggBaetirement funds of $118,000.
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Cash generated by financing activities was $15.liamifor the twelve months ended June 30, 2013ngared to $11.1 millic
generated during the same period in 2012. The ipahsource of cash from financing activities dgrihe twelve months ended June 30, :
was funds received from the issuance of sharegnmeaction with the underwritten public offering @fir common stock of $22.9 million,
well as $1.0 million from the exercise of optionglavarrants, partially offset by the partial satetfon of our convertible debentures for ¢
million as described below. In contrast, during tivelve months ended June 30, 2012, we receivedl iBélion from the initial issuance
these convertible debentures and associated wamadt$1.5 million from the exercise of optiongtipdly offset by a repayment of a long te
loan of $0.3 million.

As of June 30, 2013, our current assets exceededustent liabilities by a multiple of 4.68. Curteassets increased $4.6 mill
during the twelve months period, mainly due to casteived from financing activities, and curreabilities increased by $0.5 million duri
the same period. As a result, our working capitgbkis increased by $4.1 million to $14.9 millianJane 30, 2013.

Secured Loan

On October 23, 2013, we entered into a loan andrggagreement, pursuant to which we receivedam lof $10 million, befor
deduction of issuance costs. Interest on the Isaetiermined on a daily basis at a variable rati@lgqg the greater of either (i) 10.5%, or (ii)
sum of (A) 10.5% plus (B) the prime rate minus 5.%%ayments under the loan and security agreemerntrest only for 9 months, follow
by 30 monthly payments of principal and interesbtiyh the scheduled maturity date on February 172Qur obligations under the loan
security agreement are secured by a grant of aigeuerest in all of our assets (other than imtellectual property). In addition, in connect
with the loan and security agreement, we issuedetheer a five year warrant to purchase 168,35teshaf our common stock at a per sl
exercise price of $2.97.

MLV At-the-Market Agreement

On October 23, 2013, we entered into an atrtlaeket issuance sales agreement with MLV & Co. LpGrsuant to which we m
issue and sell shares of our common stock havireggnegate offering price of up to $40.0 millioneditly on the NYSE MKT or to or throu
a market maker other than on an exchange. Withpoar written consent, sales may also be made goti@ed transactions and/or any o
method permitted by law. MLV & Co. LLC will receive 3.0% commission from the gross proceeds of aigssSubject to the terms
conditions of the sales agreement, MLV & Co. LLdIwise its commercially reasonable efforts to #edl shares of our common stock fi
time to time, based upon our instructions (inclgdamy price, time or size limits or other parametar conditions that we may impose). We
not obligated to make any sales of common stocleutite sales agreement and no assurance can Iloetigateve will sell any shares under
sales agreement, or, if we do, as to the pricararuamt of shares that we will sell, or the datesuaich any such sales will take place. The ¢
agreement may be terminated by either party attiamy upon 10 dayshotice to the other party, or by MLV & Co. LLC atyatime in certai
circumstances, including the occurrence of a nmatadverse effect to us. In addition, the salesement will automatically terminate upon
sale of all common stock subject to the sales ageeé

Convertible Debentures

On April 5, 2012, we issued senior secured condlertilebentures due April 5, 2014 in the originajregate principal amount
$11,702,128 and fivgear warrants to purchase an aggregate of 835/8f®s of our common stock at an exercise price’ @per share
exchange for aggregate gross proceeds of $11.@milvith corresponding net proceeds of $9.9 milli@dhe convertible debentures w
issued with a 6% original issuance discount, boterést at an annual rate of 8% and were converdibany time into shares of common s
at an initial conversion price of $7.00 per sh&ipon conversion of the convertible debentures, stors were entitled to receive a conver
premium equal to 8%, per annum, with a limit of 1836the term of the convertible debentures, of phiacipal amount being converted.
addition, the investorsad the right to require us to redeem the converdbbentures at any time after October 5, 20131(@8ths after the de
of issuance) for 112% of the then outstanding fpeicamount, plus all accrued interest, and we thedright to prepay the converti
debentures after six months for 112% of the thastanding principal amount, plus all accrued irdern connection with this financing,
paid placement agent fees of $848,750 and iss@egiplent agents warrants to purchase 78,078 sifatemmon stock, with terms identical
the warrants issued to the investors.
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On April 9, 2013, we entered into an exchange andralment agreement with the holders of these ctihkeedebentures, pursuan
which, simultaneously with the closing of our ungetten public offering on April 16, 2013, and ialfsatisfaction of our obligations under
convertible debentures, we:

. repaid $8,787,234 in cash;

« issued 2,159,574 shares of common stock to thestolof the convertible debentures, reflecting aveosion price of $2.(
per share for the remaining unpaid portion of thevertible debenture

» issued five year warrants to the holders of themevertible debentures to purchase an aggregat&@D81 shares
common stock for $3.00 per sha

« amended the securities purchase agreement puitsuatiich the convertible debentures were originabued to prohik
us from issuing securities containing -dilution protective provisions; ar

- amended the warrants issued in connection withctimwertible debentures to (i) eliminate the autdenitcorporation ¢
the terms of any securities that are superior tsdhof such warrants, except with respect to eserprice and warrs
coverage and (ii) provide that upon a fundamemgaidaction, the holders of such warrants will hi¢neeright to cause us
repurchase the unexercised portion of such warrahttheir BlackScholes value on the date of such fundam
transaction, payable in shares of common stockerdhan in cash as was previously provic

Off Balance Sheet Arrangements

We have no ofbalance sheet transactions, arrangements, obligafiacluding contingent obligations), or otherat@nships wit
unconsolidated entities or other persons that havenay have, a material effect on our financiahdition, changes in financial conditic
revenues or expenses, results of operations, Itgumhpital expenditures or capital resources.
Recent Accounting Pronouncements

None.
Factors That May Affect Future Operations

We believe that our future operating results wilhttnue to be subject to quarterly variations baspdn a wide variety of facto
including the cyclical nature of the ordering patteof our distributors, timing of regulatory appads, the implementation of various phase
our clinical trials and manufacturing efficiencigse to the learning curve of utilizing new materiahd equipment. Our operating results ¢
also be impacted by a weakening of the Euro arehgthening of the New Israeli Shekel, or NIS, baglainst the U.S. dollar. Lastly, ot
economic conditions we cannot foresee may affestotmer demand, such as individual country reimbuesg policies pertaining to ¢
products.
ltem 7A. Quantitative and Qualitatie Disclosures About Market Risk.

Not applicable.
Item 8. Financial Statements arBupplementary Data.

The following financial statements are includegasd of this Report (See Item 15):

= Report of Kesselman & Kesselman, Independent RagidtPublic Accounting Firr

=  Consolidated Balance Sheets as of December 31,&td 3une 30, 2013 and 2C
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= Consolidated Statements of Operations for the Sintkis Ended December 31, 2013 and Years Ended30, 2013 ant
2012

= Consolidated Statements of Operations for the Sintkis Ended December 31, 2013 and Years Ended30, 2013 ant
2012

= Consolidated Statements of Cash Flows for the Sixthils Ended December 31, 2013 and Years Ended30u2®13
and 2012

= Notes to Consolidated Financial Stateme
Item 9. Changes in and Disagreents with Accountants on Accounting and Financial Dsclosure.
Not applicable.
Item 9A. Controls and Procedures.
Management's Conclusions Regarding Effectiveness Biisclosure Controls and Procedures

We conducted an evaluation of the effectivenessuof'disclosure controls and procedures”, as defimg Rules 13a-15(e) and 15d-15
(e) of the Securities Exchange Act of 1934, as alednas of December 31, 2013, the end of the pedwodred by this Transition Report on
Form 10-K/T. The disclosure controls and procedereduation was done under the supervision and thilparticipation of management,
including our chief executive officer and chiefdircial officer. There are inherent limitations he effectiveness of any system of disclosure
controls and procedures. Accordingly, even effectlisclosure controls and procedures can only deoreasonable assurance of achieving
their control objectives. Based upon this evalugtaur chief executive officer and chief finanaidficer have concluded that our disclosure
controls and procedures were effective at the rese assurance level as of December 31, 2013.

Management's Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and taiaimg adequate internal control over financiglaing, as defined in Rules 13a-
15(f) and 15d-15(f) under the Securities Exchangeok 1934, as amended. Our internal control oiericial reporting is designed to provide
reasonable assurance regarding the reliabilitynafitial reporting and the preparation of the ctidated financial statements for external
reporting purposes in accordance with generallgisad accounting principles.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or a¢tmisstatements. Also, projections
of any evaluation of effectiveness of internal cohbver financial reporting to future periods atéject to the risk that controls may become
inadequate because of changes in conditions othtbategree of compliance with the policies or pthoes may deteriorate over time.

Management, including our chief executive officed aur chief financial officer, assessed the effeciess of our internal control o\
financial reporting as of December 31, 2013. In imgkhis assessment, management used the crigriarth by the Committee of Sponsoring
Organizations of the Treadway Commissiointernal Control—Integrated FrameworkBased on its assessment and those criteria,
management has concluded that we maintained eféeictiernal control over financial reporting asDEfcember 31, 2013.

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal cootel financial reporting during the fiscal quareded December 31, 2013 that h

materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.
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Item 9B. Other Information.
Not applicable.
PART Il
Item 10. Directors, Executive Offiegs and Corporate Governance.

The following table sets forth information regamgliour executive officers and the members of ourd o directors.

Name Age Position

Alan Milinazzo 54  President, Chief Executive Officer and Direc

Craig Shore 52  Chief Financial Officer, Secretary and Treasi

Eli Bar 49  Senior Vice President of Research and DevelopnmahtChief Technical Officer (
InspireMD Ltd.

Rick Olson 51 Vice President of Global Sales Operati

Sol J. Barer, Ph.C 66  Chairman of the Board of Directa

James Barry, Ph.L 54  Director

Michael Bermar 56  Director

James J. Loughli 71  Director

Campbell Rogers, M.L 52  Director

Paul Stuke 59  Director

Our directors hold office until the earlier of thdieath, resignation or removal by stockholdersrdil their successors have been
qualified. Our directors are divided into threesslas. Alan Milinazzo, Sol J. Barer, Ph.D. and Bduka are our Class 1 directors, with their
terms of office to expire at our 2015 annual maepthstockholders. James J. Loughlin and Michaeiha are our Class 2 directors, with tt
terms of office to expire at our 2016 annual mepbthstockholders. Campbell Rogers, M.D. and JaBaesy, Ph.D. are our Class 3 directors,
with their terms of office to expire at our 201saal meeting of stockholders. At each annual mgeifrstockholders, directors elected to
succeed those directors whose terms expire shaleloted for a term of office to expire at thedrsucceeding annual meeting of stockholders
after their election, with each director to holdicg until his or her successor shall have beew dldcted and qualified.

Our officers hold office until the earlier of theleath, resignation or removal by our board ofaoes or until their successors have
been selected. They serve at the pleasure of audwd directors.

Executive Officers and Directors

Alan Milinazzo has served as our president, chief executive oféind director since January 3, 2013. Mr. Milinazeoved as
president and chief executive officer of Orthofistdrnational N.V., a Nasdag-listed medical devioapany, until August 2011, a position he
was promoted to in 2006 after being hired a yedregas chief operating officer. He also servecahrector of Orthofix International N.V.
from December 2006 until June 2012. From 2002 @b2®r. Milinazzo was the general manager of Medizplnc.’s coronary and peripheral
vascular businesses. Mr. Milinazzo also spent B2syas an executive with Boston Scientific Corporain numerous roles, including vice
president of marketing for SCIMED Europe. Mr. Mairzzo has over 20 years of experience in manageamennarketing, including positions
with Aspect Medical Systems and American Hospitgd@@y. As chief executive officer, Mr. Milinazzofssition on the board ensures a unity
of vision between the broader goals of our compamy our day-to-day operations.

Craig Shore has served as our chief financial officer, secyetand treasurer since March 31, 2011 and as oaf administrative
officer since May 3, 2013. In addition, since Now®n10, 2010, Mr. Shore has served as InspireMDd tice president of business
development. From February 2008 through June 2@89Shore served as chief financial officer of Wb@roup Capital Ltd. and Nepco Star
Ltd., both publicly traded companies on the TelABtock Exchange, based in Tel Aviv, Israel. Fromréh 2006 until February 2008, Mr.
Shore served as the chief financial officer of @&t Solutions Ltd., a provider of advanced cellpliblic telephony solutions for low to mid
income populations of developing countries basedziar, Israel. Mr. Shore has over 25 years of eigpee in financial management in the
U.S., Europe and Israel. His experience includissngcapital both in the private and public maskédr. Shore graduated with honors and
received a B.Sc. in Finance from Pennsylvania Sfaigersity and an M.B.A. from George Washingtoniyémsity.
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Eli Bar has served as InspireMD Ltd.’s senior vice pregidémesearch and development and chief technitiako since February
2011. Prior to that, he served as InspireMD Ltdite president of research and development sin¢eb®c2006 and engineering manager
since June 2005. Mr. Bar has over 15 yeaxgerience in medical device product developmemt.Bdr has vast experience building a comg
research and development structure, managing tlamsthe idea stage to an advanced marketable ptode has been involved with many
medical device projects over the years and hasale@ a synthetic vascular graft for femoral antboary artery replacement, a covered sten
and a fully implantable ventricular assist devidie. Bar has more than nine filed device and metbaignt applications and he has initiated
medical device projects. Mr. Bar is also a directoBlue Surgical Ltd., a medical device compangdszhin Israel. Mr. Bar graduated from N
Haven University in Connecticut with a B.Sc. in Maaical Engineering.

Rick Olsonwas appointed as our vice president of global salelsoperations on December 1, 2013. From OctdiiHd B September
2013, he served as the director of international strategy high performance management system at Covidéerollowing its acquisition of
ev3 Inc. From 2001 to October 2010, Mr. Olson seiimevarious roles at ev3 Inc., including as itedior of international neurovascular
marketing & sales force development from Septer2Bé® to October 2010, its regional director, Namthurope/UK country manager/UK
PV sales manager from 2007 to 2009, its salestdiregEuropean and Middle Eastern distributors f@006 to 2007 and various other roles
from 2001 to 2006 as one of ev3 Inc.’s original &ypees. Prior to that, Mr. Olson spent nine yeaBaston Scientific, where he served in
various sales and marketing leadership positiotis inoEurope and the U.S. Mr. Olson holds a baatsettegree in Psychology from Oregon
State University.

Sol J. Barer, Ph.D., has served as a director since July 11, 201 hasderved as our chairman since November 16, Byl Barer
has 25 years of experience with publicly tradedduibnology companies. In 1980, when Dr. Barer widls @elanese Research Company, he
formed the biotechnology group that was subsequeptin out to form Celgene Corporation. Dr. Bapsmd 18 years leading Celgene
Corporation as president, chief operating offiaedt ahief executive officer, culminating with hisitee as Celgene Corporation’s executive
chairman and chairman beginning in May 2006 ungilratirement in June 2011. Dr. Barer is also ador of Cerecor, Inc., Edge Therapeu
Inc., Medgenics, Inc., ContraFect Corporation, Ausid@ herapeutics, Inc. and Aegerion Pharmaceutitalsand serves as a senior advisor to
number of other biotechnology companies. Dr. Begeeived a Ph.D. in organic chemistry from Rutdémésersity. Dr. Barer brings to the
board significant scientific and executive leadgrsixperience in the U.S. biotechnology industrg prior service on the board of directors of
other publicly-held biopharmaceutical companiesyal as a unique perspective on the best methbgsowth for a biotechnology company.

James Barry, Ph.D., has served as a director since January 30, ZX1Barry has served as executive vice presidethichief
operating officer at Arsenal Medical Inc., a metidavice company focused on local therapy, singee®eber 2011. Dr. Barry also heads his
own consulting firm, Convergent Biomedical GroupQ,ladvising medtech companies on product developragrategy, regulatory challenges
and fund raising. Until June 2010, he was senioe president, corporate technology developmenbatd® Scientific Corporation, where he
was in charge of the corporate research and dewelnpand pre-clinical sciences functions. Dr. Bgoiged Boston Scientific in 1992 and
oversaw its efforts in the identification and deyghent of drug, device and biological systems fpligations with implantable and catheter-
based delivery systems. He currently serves om@euof advisory boards including the College afBedical Engineering at Yale
University, the College of Sciences at Universityvassachusetts-Lowell, and the Massachusetts3dfence Center. Dr. Barry received his
Ph.D. in Biochemistry from the University of Maskasetts-Lowell and holds a B.A. degree in Chemitgn Saint Anselm College. Dr.
Barry brings to the board over 20 years of expegen leadership roles in the medical device ingustd significant medical technology
experience, in particular with respect to interi@mal cardiology products.
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Michael Berman, has served as our director since February 7,.28.3erman is a medical device entrepreneur whka/ with
high-potential development and early-stage comrakccimpanies. From 2005 to 2012, when the compasyseld to Boston Scientific, Mr.
Berman was a co-founder and the chairman of Bridge®edical, Inc., which developed technologyreet coronary and peripheral vascular
chronic total occlusions. Mr. Berman was also a imenof the board of UltraShape Ltd. from 2005 u2dil1, when the company was sold to
Syneron Medical Ltd. Mr. Berman has served (i) sif603 as co-founder and a director of Aetherwbeddd I, a medical device incubator,
(i) since 2004 as a co-founder and director of@&#uil, Inc., a company developing a therapeutigdiljermia system for the treatment of
cardiac arrest, (i) since 2011 as an advisoatal since 2012 as a director of, Cardiosonic, mcompany developing a system for
hypertension reduction via renal denervation, §imge 2005 as a director of PharmaCentra, LLC, lvbieates customizable marketing
programs that help pharmaceutical companies conwatevith physicians and patients, (v) since 2314 eofounder and director of Rebiof
Inc., a company developing an innovative treatni@n€ Diff colitis, (vi) since 2011 as a directar AngioSlide Ltd., a medical device
company that has developed an embolic capture plagity device, (vii) since 2011 as a director @aéiWalve, Inc., a medical device company
developing an aortic valvuloplasty balloon for treant of calcific aortic stenosis, and (viii) sin2@13 as a Director of ClearCut Inc., a medica
device company that has developed an MRI systertufoor margin assessment. Mr. Berman was a meniliee @ata Sciences International,
Inc. board from 2001 until 2012. Mr. Berman bririgghe board his extensive executive and entrepraiexperiences in the field of medical
devices and interventional cardiology, which shaasdist in strengthening and advancing our strafegus.

James J. Loughlinhas served as our director since September 19, Brxl2oughlin served as the national directortuo t
pharmaceuticals practice at KPMG LLP, and a fivaryterm as member of the board of directors of KPM®. Additionally, Mr. Loughlin
served as chairman of the pension and investmeninitbee of the KPMG LLP board from 1995 through 20H8e also served as partner in
charge of human resources, chairman of the persandeprofessional development committee, secretadytrustee of the Peat Marwick
Foundation and a member of the pension, operatidgtategic planning committees. In addition, Myughlin has served as a member of the
board of directors of Celgene Corporation, a gldiapharmaceutical company focused on novel thesafoir the treatment of cancer and
inflammatory diseases, since 2006, including agretzan of the audit committee since June 2008 amgmber of the compensation committee
since June 2008. Mr. Loughlin served as a memb#reohoard of directors of Alfacell Corporatiorhiapharmaceutical company primarily
focused on therapeutic drugs for the treatmentioter and other pathological conditions, until 2688 Datascope Corp., a medical device
company engaged in the interventional cardiology radliology, cardiovascular and vascular surgeamg,aitical care fields, until January
2009. Mr. Loughlin brings to the board his valuadkperiences as national director of the pharmadsitpractice at KPMG LLP, an extensive
background in accounting and financial reportingglifying him as an audit committee financial expand prior service on the board of
directors of other publicly-held biopharmaceuticampanies.

Campbell Rogers, M.D., has served as a director since September 3, P01Rogers has served as chief medical officer of
HeartFlow, Inc., a cardiovascular diagnostics camgpaince March 2012. Prior to joining HeartFlowc l, he was the chief scientific officer
and global head of research and development atisCGadporation, Johnson & Johnson, where he wamnesble for leading investments and
research in cardiovascular devices, from July 200@arch 2012. Prior to that, he was associategssair of medicine at Harvard Medical
School and the Harvard-M.1.T. Division of Healthi@wes and Technology and director of the cardidlesterization and experimental
cardiovascular interventional laboratories at Baighand Women’s Hospital. He served as principatstigator for numerous interventional
cardiology device, diagnostic, and pharmacologigriis the author of numerous journal articlesypttrs, and books in the area of coronary
artery and other cardiovascular diseases and watlipient of research grant awards from the Matitnstitute of Health and the American
Heart Association. He received his A.B. from Hadv&ollege and his M.D. from Harvard Medical Schdl. Rogers’ qualifications to serve
on the board include his significant experiencedrdiovascular devices, as well as his familianith the operations of medical device
companies.

Paul Stukahas served as a director since August 8, 2011SMika has served as the managing member of OairiisePs, LLC, an
investment fund, since 2000. Prior to forming GsRartners, LLC, Mr. Stuka, with 30 years of expece in the investment industry, was a
managing director of Longwood Partners, managinglistap institutional accounts. In 1995, Mr. Stydimed State Street Research and
Management as manager of its Market Neutral and@aid Growth Funds. From 1986 to 1994, Mr. Stukaeskras the general partner of St
Associates, where he managed a U.S.-based invaspartnership. Mr. Stuka began his career in 138@reanalyst at Fidelity Management
and Research. As an analyst, Mr. Stuka followedde array of industries including healthcare, egetgnsportation, and lodging and gam
Early in his career he became the assistant piortfehnager for three Fidelity Funds, including 8edect Healthcare Fund which was
recognized as the top performing fund in the UoBtlie five-year period ending December 31, 1986.3fuka has served as a director of
Lucid, Inc. since June 2013. Mr. Stuka’s qualificas to serve on the board include his significardategic and business insight from his years
of experience investing in the healthcare industry.
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Messrs. Milinazzo, Shore and Bar are parties ttageagreements related to their service as exexofficers and directors described
under “Item 11. Executive Compensation — Agreemetitts Executive Officers.”

Family Relationships
We have no family relationships amongst our dinecémd executive officers.
Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act 0f412% amended, requires our directors and offieerd,persons who own more tl
ten percent of our common stock, to file with trec@&ities and Exchange Commission initial repoftewnership and reports of change
ownership of our common stock. Directors, officensl persons who own more than ten percent of aanam stock are required by Securi
and Exchange Commission regulations to furnish itis eopies of all Section 16(a) forms they file.

To our knowledge, based solely on a review of thgies of such reports furnished to us, during tkex®nths ended December
2013, each of our directors, officers and grediantten percent stockholders complied with all ®act6(a) filing requirements applicable
our directors, officers and greater than ten pdrsextkholders.

Board Committees

Our board of directors has established an audintitiere, a nominating and corporate governance cti@endnd a compensation
committee, each of which has the composition asdaesibilities described below.

Audit Committee Our audit committee is currently comprised of BtesLoughlin and Stuka and Dr. Barer, each of wioamboard
has determined to be financially literate and dyas an independent director under Section 802)B){ the NYSE MKT rules. Mr. Loughlin
is the chairman of our audit committee and qualifis a financial expert, as defined in Iltem 40B{¢i)j of Regulation S-K. The audit
committee’s duties are to recommend to our boaudirettors the engagement of independent audiboasidit our financial statements and to
review our accounting and auditing principles. Bueit committee will review the scope, timing aeés for the annual audit and the results o
audit examinations performed by the internal auditnd independent public accountants, includied tiecommendations to improve the
system of accounting and internal controls.

Nominating and Corporate Governance Committ€air nominating and corporate governance commigtearrently comprised of
Messrs. Berman and Stuka and Dr. Barer, each omaduealify as an independent director under Se@R8(A) of the NYSE MKT rules. Mr.
Berman is the chairman of our nominating and casogovernance committee. The nominating and catp@overnance committee identifies
and recommends to our board of directors indivislgialified to be director nominees. In additidvg hominating and corporate governance
committee recommends to our board of directorsitembers and chairman of each board committee wheeviodically review and assess
our code of business conduct and ethics and opocate governance guidelines. The nominating anglbcate governance committee also
makes recommendations for changes to our codesifiégs conduct and ethics and our corporate goveerguidelines to our board of
directors, reviews any other matters related tocouporate governance and oversees the evaludtimur d®oard of directors and our
management.

The nominating and corporate governance committéeansider all proposed nominees for the boardidcéctors, including those
forward by stockholders. Stockholder nominationsuth be in writing, addressed to the nominating aatporate governance committet
care of the secretary at InspireMD, Inc., 321 CdlumAvenue, Boston, MA 02116, in accordance with hovisions of our Amended &
Restated Bylaws.
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Compensation CommitteéDur compensation committee is currently compriseiessrs. Stuka and Loughlin and Dr. Barer, ez
whom qualify as an independent director under 8estiB03(A) and 805(c)(1) of the NYSE MKT rules. MBtuka is the chairman of ¢
compensation committee. The compensation committgews and approves our salary and benefits jgslicincluding compensation
executive officers and directors. The compensatmmmittee also administers our stock option plars @commends and approves gran
stock options under such plans.

Code of Ethics

We have adopted a code of ethics and business cotitht applies to our officers, directors and eypks, including our princif
executive officer, principal financial officer apdincipal accounting officer, which is posted o sebsite at www.inspiread.com. We inter
to disclose future amendments to certain provisioihthe code of ethics, or waivers of such provisigranted to executive officers
directors, on this website within four businesssdfplowing the date of such amendment or waiver.

Item 11. Executive Compensation.
Summary Compensation Table

The table below sets forth, for the sixth montmsition period ended December 31, 2013, the tweleath period ended June 30,
2013, the six month period ended June 30, 201 2tentivelve month period ended December 31, 20El¢dimpensation earned by Alan

Milinazzo, our president and chief executive offid@raig Shore, our chief financial officer, seargtand treasurer and Eli Bar, the senior vice
president of research and development and chikhieal officer of InspireMD Ltd.

Restricted All Other
Name and Principal Salary Bonus Stock Awards Option Compensatior Total
Position Year [E)]EH)] ($)QD) ($)(2) Awards($)(2) %)) ()
Alan Milinazzo 2013(4) 225,00( 275,00((5) 267,60¢ 164,73t 11,7746) 511,77!
President and Chie 2013(7) 222,50( - 1,988,72! 1,837,44 9,8156) 4,058,47
Executive Officer (3
Craig Shore 2013(4) 92,15( 50,137(5) 238,701 146,94: 36,9259) 179,21:
Chief Financial Officer 2013(7) 165,08: - - 45,05¢ 42,881(9) 253,02:
Secretary and Treasurer (¢ 2012(10) 76,717 - - 139,49¢ 18,18((9) 234,39t
2011(11) 118,33: - - 260,55¢ 40,54¢€(9) 419,43:
Eli Bar 2013(4) 92,15( 44,1845) - - 36,71412)  173,04¢
Senior Vice President 2013(7) 165,08: - - - 43,57%12) 208,65¢
Research and Developme 2012(10) 77,10( 12,85( - - 22,48412) 112,43.
and Chief Technical Office 2011(11) 122,76( - - 185,174(13) 42,45¢12) 350,39:
of InspireMD Ltd.(14)
Q) Compensation amounts received in non-U.S. cuyrbage been converted into U.S. dollars using Hegage exchange rate for

the applicable period. The average exchange rathdosixth month transition period ended Decen®ier2013 was 3.545 NIS
per dollar, the average exchange rate for the gvelunth period ended June 30, 2013 was 3.7944 &lifqgilar, the average
exchange rate for the six month period ended JOn2CL2 was 3.80 NIS per dollar and the averaghange rate for the
twelve month period ended December 31, 2011 wa&3.8lIS per dollar
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®)

(4)
()
(6)
(7)
©)

9)

(10)
(11)
(12)

(13)

(14)

The amounts in this column reflect the @loimounts recognized for financial statement t@mppurposes with respect to the
six month transition period ended December 31, 2H8twelve month period ended June 30, 2013sithmonth period
ended June 30, 2012 and the twelve month perioddeBécember 31, 2011 in accordance with FASB ASQIcTo18. Fair
value is based on the Black-Scholes option prianaglel using the fair value of the underlying shatethe measurement date.
For additional discussion of the valuation assuamstiused in determining stock-based compensatiomhengrant date fair
value for stock options, see “Management’s Disarsand Analysis of Financial Condition and Resaft©perations Critical
Accounting Policies-Share-based compensation” aste R-“Significant Accounting Policies” and Note'Bquity” of the
Notes to the Consolidated Financial Statementgi®iSix Months Ended December 31, 2013 includedihe

Mr. Milinazzo served as our director durihg six months ended December 31, 2013 and tHeew®onths ended June 30,
2013 but did not receive any additional compensdiio his services as directt

Refers to our transition period from July 1, 20é®December 31, 201

Bonuses for the 2013 calendar year were approvedeb€ompensation Committee in January 2!

Mr. Milinazzd's other compensation consisted solely of beneditded to health insuranc

Refers to the twelve month period ended June 303..

For the twelve months ended June 30, 2Bt2Shore’s total compensation was $334,208, ctingief $156,873 in salary,
$139,499 in option awards and $37,836 in other @rsation

Mr. Shore’s other compensation consistdelgof benefits in the six months ended Decemider2®13, the twelve months
ended June 30, 2013 and the six months ended OuR2@®B2 and consisted of a warrant award valu&®a66 and $35,280 in
benefits in the twelve months ended December 3112 each of the periods reported, Mr. Shoretseffies included our
contributions to his severance, pension, vocatistadies and disability funds, an annual recregi@yment, a company car
and cell phone, and a daily food allowar

Refers to the six month period ended June 30, 2

Refers to the twelve month period ended Decembg2@11.

Mr. Bar's other compensation in each of the pigiceported consisted solely of benefits, including contributions to his
severance, pension, vocational studies and digahilids, an annual recreation payment, a companwgred cell phone, and a
daily food allowance

On June 1, 2011, Mr. Bar was awarded optiongdoige up to 50,000 shares of common stock at arcese price of $11.00
per share (as adjusted for the one-for-four reveti@ek split of our common stock) as a bonus payrfegrhis contributions to
our company in 2010. The options had a fair mavkéte of $268,381. In August 2011, we cancelledehgptions and reissu
an option to purchase 50,000 shares of common stiogk exercise price of $7.72 because our boaddeftors determined
that the $11.00 (as adjusted for the one-for-fenerse stock split of our common stock) exerciggepras too far out of the
money to achieve the compensatory and incentivegsas of the options. The new options had a fatketaalue of $185,17
For the twelve months ended June 30, 2012, MisBatal compensation was $390,379, consistingl®6$73 in salary,
$12,850 in bonus, $185,175 in option awards and4®35in other compensatic

Agreements with Executive Officers

Alan Milinazzo

On January 3, 2013, we entered into an employmgneement with Alan Milinazzo to serve as our presid chief executive offic

and a director. The employment agreement has &al itdrm that ends on January 1, 2016 and wilbauatically renew for additional ongeal
periods on January 1, 2016 and on each Januamréatiter unless either party gives the other partiten notice of its election not to exte
such employment at least six months prior to tha danuary 1 renewal date. If a change in conttolcs when less than two full years ren
in the initial term or during any renewal term, thmployment agreement will automatically be extehfter two years from the change
control date and will terminate on the second aensiary of the change in control date.
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Under this employment agreement, Mr. Milinazzorniitied to an annual base salary of at least $480,8uch amount may be redu
only as part of an overall cost reduction progréuet &affects all senior executives of the company does not disproportionately affect |
Milinazzo, so long as such reductions do not redheebase salary to a rate that is less than 908tecamount set forth above (or 90% of
amount to which it has been increased). The bdaeysaill be reviewed annually by the board foriease as part of its annual compensi
review. Mr. Milinazzo is also eligible to receiva annual bonus of at least $275,000 upon the aetrient of reasonable target objectives
performance goals, to be determined by the boadire€tors in consultation with Mr. Milinazzo on before the end of the first quarter of
fiscal year to which the bonus relates and, inghent actual performance exceeds the goals, thel may, in its sole discretion, pay |
Milinazzo bonus compensation of more than $275,000addition, Mr. Milinazzo is eligible to receivauch additional bonus or incent
compensation as the board may establish from tinierie in its sole discretion. In accordance witls tmployment agreement, on Janua
2013, we granted Mr. Milinazzo a nonqualified stagkion to purchase 525,927 shares of our comnuek stnade pursuant to a nonquali
stock option agreement, an incentive stock optopurchase 74,073 shares of our common stock, maceiant to an incentive stock opt
agreement, and 400,000 shares of restricted stdukh are subject to forfeiture until the vestinfgsach shares, made pursuant to a resti
stock award agreement. The options have an exgudise of $4.05, which was the fair market valueof common stock on the date of gr
The options are subject to a three-year vestinggeaubject to Mr. Milinazzo’s continued servicethvus, with one-thirtysixth (1/36th) of suc
awards vesting each month. The shares of restrittadk initially vested monthly over thirtsix months, with 1/36 vesting on February 3, 2
March 3, 2013 and April 3, 2013. The grant was therended to vest annually over three years, wBb 9ésting on January 3, 2014, and on
third vesting on January 3, 2015 and January 36.201h or before December 31 of each calendar anMilinazzo will be eligible to recei
an additional grant of equity awards equal, indggregate, to up to 0.5% of actual outstandingeshaf our common stock on the date of g
provided that the actual amount of the grant welldased on his achievement of certain performabjeetives as established by the board, i
reasonable discretion, for each such calendar fg@ah additional grant will, with respect to anyaads that are options, have an exercise
equal to the fair market value of our common stauid will be subject to a three-year vesting pesatject to Mr. Milinazzas continue
service with us, with on#hird of each additional grant vesting equally ba first, second, and third anniversary of the dditgrant for suc
awards. The additional grant for the 2013 caleygar was made on January 29, 2014, pursuant tdwilicMilinazzo received 86,235 sha
of our restricted common stock and an option tocpase 86,235 shares of our common stock, at arisggorice of $3.10 per share.
January 31, 2014, Mr. Milinazzo also received af@dnual equity grant consisting of 96,400 shafesgiricted common stock and an op
to purchase 313,350 shares of our common stockn a&xercise price of $2.97 per share. Each grasis e three equal annual installme
with one-third vesting on the first, second anddlanniversaries of the date of grant, subject toMllinazzo’s continued service with us.

Mr. Milinazzo’'s employment agreement also contains certain nopetition, no solicitation, confidentiality, and agsment o
inventions requirements for Mr. Milinazzo.

Pursuant to Mr. Milinazzo’s employment agreemenifi. Milinazzo’s employment is terminated upon his death or disghby Mr.
Milinazzo for good reason (as such term is defimellir. Milinazzo’s employment agreement), or by us without caussuyels term is define
in Mr. Milinazzo’s employment agreement), Mr. Milinazzo will be #atl to receive, in addition to other unpaid amswwed to him (e.g., f
base salary and accrued vacation): (i) the proaataunt of any bonus for the fiscal year of suchmieation (assuming full achievement of
applicable goals under the bonus plan) that he dvbale received had his employment not been tetednéi) a onetime lump sum severan
payment equal to 200% of his base salary, provilatihe executes a release relating to employmatiers and the circumstances surroun
his termination in favor of the company, our sulzsids and our officers, directors and related iparand agents, in a form reason
acceptable to us at the time of such terminatiiji;vesting of 50% of all unvested stock optionsstricted stock, stock appreciation right
similar stock based rights granted to Mr. Milinazand lapse of any forfeiture included in suchriegtd or other stock grants; (iv) an exten:
of the term of any outstanding stock options oclstappreciation rights until the earlier of (a) t¢&) years from the date of termination, or
the latest date that each stock option or stockeaygtion right would otherwise expire by its origl terms; (v) to the fullest extent permittec
our theneurrent benefit plans, continuation of health, déntision and life insurance coverage for thedess 18 months after termination
until Mr. Milinazzo obtains coverage from a new dayer; and (vi) a cash payment of $35,000, which Milinazzo may use for executi
outplacement services or an education program.pHyeents described above will be reduced by anynpays received by Mr. Milinaz.
pursuant to any of our employee welfare benefibplproviding for payments in the event of deathlisability. If Mr. Milinazzo continues -
be employed by us after the term of his employnegreement, unless otherwise agreed by the partiegriting, and Mr. Milinazzcé
employment is terminated upon his death or diggbiy Mr. Milinazzo for good reason, or by us vath cause, Mr. Milinazzo will be entitl
to receive, in addition to other unpaid amounts @w® him, the payments set forth in (i), (i) and) (above. If, during the term of t
employment agreement, we terminate Mr. Milinagzemployment for cause, Mr. Milinazzo will only betitled to unpaid amounts owec
him and whatever rights, if any, are available itm pursuant to our stockased compensation plans or any award documenstedeio an
stock-based compensation.
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Mr. Milinazzo has no specific right to terminatetbmployment agreement or right to any severange@ats or other benefits sol
as a result of a change in control. However, ihimit24 months following a change in control, (a). Miilinazzo terminates his employment
good reason, or (b) we terminate his employmertiout cause, the lump sum severance payment to weich entitled will be increased fri
200% of his base salary to 250% of his base saladyall stock options, restricted stock units, lstappreciation rights or similar stodlase:
rights granted to him will vest in full and be imdiately exercisable and any risk of forfeiture ird#d in restricted or other stock gr:
previously made to him will immediately lapse.

Craig Shore

On November 28, 2010, InspireMD Ltd. entered imtoemployment agreement with Craig Shore to servimgsreMD Ltd.'s vice
president of business development. Pursuant tentiy@oyment agreement, Mr. Shore was entitled tooathly gross salary of $8,750, wh
amount increased to $10,200 upon consummationrodlare exchange transactions on March 31, 201asdurther increased to $10,62!
of July 1, 2011. In addition, Mr. Shoseannual base salary was increased to $175,00poh2®, 2013, retroactive to January 1, 2013, &
$220,200 on January 31, 2014, retroactive to Jgnlia2014. Mr. Shore is also entitled to certainigloand fringe benefits as set forth in
employment agreement. The employment agreementatgains certain confidentiality, non-competit@nd nonsolicitation requirements f
Mr. Shore. Mr. Shore is also entitled to, and reedj a grant of options to purchase 45,000 restfiordinary shares of InspireMD Ltd. wh
were converted into options to purchase 91,306eshafr our common stock (as adjusted for the ondefiar reverse stock split of our comn
stock that occurred on December 21, 2012) follovthyconsummation of our share exchange transaatioMarch 31, 2011. Pursuant to
Shores employment agreement, in the event of a changeowtrol of our company, the majority of sharesoof common stock or o
intellectual property that results in the termipnatiof Mr. Shores employment within one year of such change ofrobnthe stock optior
granted to Mr. Shore in accordance with the terrhdiis employment agreement that were unvested welit immediately upon su
termination. Furthermore, pursuant to terms coethiim Mr. Shores stock option award agreement, in the event dfamge of control of ol
company, the stock options granted to Mr. Shoréwlegie unvested will vest immediately upon suchngjgaof control if such stock options
not assumed or substituted by the surviving compHrivir. Shores employment is terminated without cause, Mr. Ststial be entitled to
least 30 daysprior notice and shall be paid his salary in fulbaall social and fringe benefits during such rogeriod. If a major change
control of InspireMD Ltd. occurs, Mr. Shore will lemtitled to at least 180 daystior written notice and shall be paid his salanfull and al
social and fringe benefits during such notice pkrldo Mr. Shore is terminated for cause, he is emtitled to any notice. On April 22, 2013,
modified the compensation package for Mr. Shorprtide for (i) the aforementioned increase in bsadary, (i) Mr. Shore being eligible
receive an annual bonus equal to up to 30% of &ée Isalary, at the sole discretion of our comparsabmmittee, in consultation with ¢
chief executive officer, and (iii) the following raination benefits upon Mr. Shoeetermination of service as a result of death, kit
resignation for “good reason” or termination bywithout “cause”: (a) a ongme lump sum severance payment in an amount equal0% o
Mr. Shores annual base salary; (b) 50% vesting of all uragestock options, restricted stock, restrictedlstotts, stock appreciation rights
similar stock based rights outstanding at the toh&ermination of service; and (c) the right to eige any outstanding stock options or s
appreciation rights for a period equal to the lesé€x) two years from the date of terminationseivice, or (y) the period remaining until
original expiration date of any such outstandiragcktoptions or stock appreciation rights. We als®aded Mr. Shore’outstanding options
of April 22, 2013 to provide that, upon a terminatiof service as a result of death, disabilityigrestion by Mr. Shore forgood reason, or |
us without “cause,”if 50% of the remaining unvested portion of suctstanding options shall vest, and (ii) Mr. Shors hgeriod equal to t
lesser of (A) two years from the date of terminatid service, or (B) the period remaining until tréginal expiration date of such otaading
options, to exercise such outstanding options. @mwadry 29, 2014, we further modified the compensagiackage for Mr. Shore so that
would be eligible to receive an annual bonus ofaup5% of his base salary for 2014.

On January 29, 2014, Mr. Shore received 77,00Ceshatrour restricted common stock and an optigmurghase 77,000 shares of
common stock, at an exercise price of $3.10 perest@n January 31, 2014, Mr. Shore also receivedla annual equity grant consisting
29,735 shares of our restricted common stock anopéion to purchase 96,670 shares of our commarksti an exercise price of $2.97
share. Each grant vests in three equal annuallinstas, with onethird vesting on the first, second and third anrsaeies of the date of gra
subject to Mr. Shore’s continued service with us.
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Subject to certain conditions, either party to earployment agreement with Mr. Shore may terminhte émployment agreem:
without “cause” (as such term is defined in Mr. 8® employment agreement with us) upon at leasteB@' prior notice to the other party
in the event of a major change of control in teghthe ownership of shares of our common stockurrimtellectual property, upon at least
days’prior notice. During such notice period, we willntmue to compensate Mr. Shore according to hisleynpent agreement and Mr. Sh
will be obligated to continue to discharge and gerf all of his duties and obligations under his Eyment agreement, and to cooperate
us and use his best efforts to assist with theyrateon of any persons that we have delegatedsionas Mr. Shore responsibilities. We belie
that this arrangement with Mr. Shore will assistruachieving a successful transition upon Mr. $todeparture. In addition, upon termina
without “cause,”"we have the right to pay Mr. Shore a lump paymeptesenting his compensation for the notice pesiod terminate M
Shore’s employment immediately.

If we terminate Mr. Shore’ employment without cause, Mr. Shore will be ¢adit under Israeli law, to severance payments e
his last montts salary multiplied by the number of years Mr. $hbas been employed with us. In order to finante dhligation, we mak
monthly contributions equal to 8.33% of Mr. Shorealary to a severance payment fund. The total aimaocumulated in Mr. Shore’
severance payment fund as of December 31, 2013$83a950 as adjusted for the conversion from NewelsrShekels to U.S. dolla
However, if Mr. Shores employment is terminated without cause, on adcofia disability or upon his death, as of Decentiir2013, Mi
Shore would have been entitled to receive $48,67%8verance under Israeli law, thereby requiringpyzay Mr. Shore $11,629, in additior
releasing the $37,050 in Mr. Shaseseverance payment fund. On the other hand, purtuais employment agreement, Mr. Shore is eatitt
the total amount contributed to and accumulatelisrseverance payment fund in the event of theiteion of his employment as a resul
his voluntary resignation. In addition, Mr. Shoreuld be entitled to receive his full severance pegtrunder Israeli law, including the tc
amount contributed to and accumulated in his sexer@ayment fund, if he retires from our compangratfter age 67.

We are entitled to terminate Mr. Shore’s employmemhediately at any time for “causedq such term is defined in the agreemen
the Israeli Severance Payment Act 1963), upon wlaifter meeting certain requirements under theiegipe law and recent Israeli Labor ct
requirements, we believe we will have no furthdigation to compensate Mr. Shore.

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

On May 3, 2013, we appointed Mr. Shore as our ciefiinistrative officer and granted him an optioptrchase 25,000 shares of
common stock, at an exercise price of $2.95, wikra of ten years, vesting in three equal anmsibliments, subject to Mr. Shore’s
continued service with us.

Eli Bar

On June 26, 2005, InspireMD Ltd. entered into apleyment agreement with Eli Bar to serve as Ingpideltd.’s engineering
manager. Pursuant to this employment agreement3#dris entitled to a monthly gross salary of $8,ABhich amount increased to $10,620 a:
of July 1, 2011 and further increased to $175,00@pril 22, 2013, retroactive to January 1, 2013. Bhr is also entitled to certain social and
fringe benefits as set forth in the employment egrent including a company car. The employment ageeé also contains certain
confidentiality, non-competition and non-solicitatirequirements for Mr. Bar. If Mr. Bar'employment is terminated, with or without caunsz
is entitled to at least 60 days’ prior written metiand shall be paid his salary in full and allizoand fringe benefits during such notice period.
On April 22, 2013, we modified the compensationkaae for Mr. Bar to provide for (i) the aforememignl increase in base salary, (ii) Mr. Bar
being eligible to receive an annual bonus equaptto 30% of his base salary, at the sole disaraifmur compensation committee, in
consultation with our chief executive officer, &) the following termination benefits upon Mr.aBs termination of service as a result of
death, disability, resignation for “good reason’temmination by us without “cause”: (a) a one-timmp sum severance payment in an amoun!
equal to 100% of Mr. Bar’s annual base salary5(#) vesting of all unvested stock options, restddtock, restricted stock units, stock
appreciation rights or similar stock based righttstanding at the time of termination of serviagd éc) the right to exercise any outstanding
stock options or stock appreciation rights for eiqukequal to the lesser of (x) two years fromdlage of termination of service, or (y) the pe
remaining until the original expiration date of asych outstanding stock options or stock appregiaights. We also modified Mr. Bar’s
outstanding options as of April 22, 2013 to prouidat, upon a termination of service as a resutteath, disability, resignation by Mr. Bar for
“good reason, or by us without “cause,” (i) 50%lw# remaining unvested portion of such outstandistipns shall vest, and (ii) Mr. Bar has a
period equal to the lesser of (A) two years from dlate of termination of service, or (B) the peniechaining until the original expiration date
of such outstanding options, to exercise such andshg options. On January 29, 2014, we furtherifigabthe compensation package for Mr.
Bar so that he would be eligible to receive an ahbonus of up to 45% of his base salary for 2014.

In June 2011, Mr. Bar was awarded an option to iaeqp to 50,000 shares of common stock at an eesprice of $11.00 per share
(as adjusted for the one-for-four reverse stock epbur common stock that occurred on Decembe2P12) as a bonus payment for his
significant contributions to our company, includilly. Bar's continued exemplary performance and contributiorie clinical development
our product and the desire to continue to retasrsbrvices and keep his compensation consistemiwhiat we pay to our other senior
executives. We determined that granting Mr. Baravad an equity interest would further increasedgportunity to share in our future
financial success and align his objectives wittsthof our stockholders. The option vests on amariasis over a three year period. The
exercise price was the fair market value of our icmm stock on the date of grant. In August 2011 camcelled this option and reissued an
option to purchase 50,000 shares of common stoak akercise price of $7.72 because our boardreftdirs determined that the $11.00
exercise price was too far out of the money to@ehihe compensatory and incentive purposes ajftiens. The exercise price of the new
option was the fair market value of our common lsto the date of grant.

On January 31, 2014, Mr. Bar received a 2014 anequaity grant consisting of 29,735 shares of ostrited common stock and



option to purchase 96,670 shares of our commorkst@n exercise price of $2.97 per share. Eaghtgests in three equal annual
installments, with one-third vesting on the fistcond and third anniversaries of the date of gsatject to Mr. Bar’s continued service with
us.
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Subject to certain conditions, either party to emnployment agreement with Mr. Bar may terminateettmployment agreement
without “cause” (as such term is defined in Mr. Bamployment agreement with us) upon at leaste§@'dprior written notice to the other
party. During such notice period, we will continmecompensate Mr. Bar according to his employmgnéement and Mr. Bar will be obligated
to continue to discharge and perform all of hisetuaand obligations under his employment agreenagtto cooperate with us and use his
efforts to assist with the integration of any passthat we have delegated to assume Mr. Bar's ns#pibities. We believe that our severance
arrangement with Mr. Bar will assist us in achigvasuccessful transition upon Mr. Bar's departur@ddition, upon termination without
“cause,” we have the right to pay Mr. Bar a lumgrpant representing his compensation for the n@&@d and terminate Mr. Bar’'s
employment immediately.

If Mr. Bar’'s employment is terminated without caus#. Bar will also be entitled under Israeli lawvgeverance payments equal to his
last month’s salary multiplied by the number of igellr. Bar has been employed with us. In ordeirtarfce this obligation, we make monthly
contributions equal to 8.33% of Mr. Bar’s salargleaonth to a severance payment fund. The totalatreccumulated in his severance
payment fund as of December 31, 2013 was $92,%0&djasted for conversion from New Israeli Shekels.S. dollars. However, if Mr. Ba’
employment was terminated without cause, on acoofuatdisability or upon his death, as of Decen8ier2013, Mr. Bar would be entitled to
receive $134,357 in severance under Israeli lagrethy requiring us to pay Mr. Bar $41,451, in addito releasing the $92,906 in his
severance payment fund. In addition, Mr. Bar wdagcentitled to receive his full severance paymeuteu Israeli law, including the total
amount contributed to and accumulated in his sexer@ayment fund, if he retires from our compangratfter age 67.

We are entitled to terminate Mr. Bar's employmentriediately at any time for “cause” (as such termhefined in the agreement and
the Israeli Severance Payment Act 1963), upon whaifter meeting certain requirements under theiegiple law and recent Israeli Labor court
requirements, we believe we will have no furthdigation to compensate Mr. Bar.

In addition, pursuant to terms contained in Mr.’Batock option award agreement, in the event dfaage of control of our compar
the stock options granted to Mr. Bar that were gia@ will vest immediately upon such change of it such stock options are not assume
or substituted by the surviving company. Also, upenmination of Mr. Bar’s employment for any reasae will compensate him for all
unused vacation days accrued.

Grants of Plan-Based Awards — Transition Period

There have been no grants of plan-based awardg toamed executive officers in the sixth month siaon period ended December
31, 2013.

Outstanding Equity Awards at December 31, 2013
The following table shows information concerningearcised options and unvested restricted shatetaading as of December 31,

2013 for each of our named executive officers.
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Name
Alan Milinazzo

Craig Shore

Eli Bar

Option Awards
Number of  Number of
securities securities
underlying  underlying
unexercisec unexercised
options (#)  options (#) Option exercise

exercisable unexercisable price ($)
183,33: 416,66'(1) 4.0t
297,44(3) 2.0t
91,30¢ -(5) 4.92¢
25,00( 50,00((6) 3.2C
25,00((7) 2.9t
38,04« -(8) 0.000:
20,29( -(8) 4.92
33,33: 16,667(9) 7.72
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Option
expiration date
1/3/202:

4/25/202:

2/27/202:
5/24/202.
5/3/202:

7/25/202(
7/28/202(
8/31/201(

Stock Awards

Number of
shares of stoc
that have not

vested (#)

366,66'(2)

179,86((4)

Market value of
shares of stock
that have not
vested ($)

902,00:
442 47(




(1) These options were granted in January 20@3sast monthly, commencing on February 3, 2013wasting on the next thirty-five
months of that datt

(2) These restricted shares were granted in $a204.3 and initially vested monthly over thirtygesnonths, with 1/36 vesting on February 3,
2013, March 3, 2013 and April 3, 2013. The grans$ wen amended to vest annually over three yeitts 986 vesting in January 2014,
and on-third vesting on January 3, 2015 and January 362

(3) These options were granted on April 25, 2848 vest annually, with one-third vesting on Ag8l 2014, April 25, 2015 and April 25,
2016.

(4) These restricted shares were granted on 2priP013 and vest annually, with one-third vestingApril 25, 2014, April 25, 2015 and
April 25, 2016.

(5) These options were granted in February 20tilvasted annually, with one-third vesting on Noken23, 2011, November 23, 2012 and
November 23, 201

(6) These options were granted on May 25, 2012 andarestally, with on-third vesting on May 25, 2013, May 25, 2014 and Nay 2015

(7) These options were granted on May 3, 2013 andaresially, with on-third vesting on May 3, 2014, May 3, 2015 and Mag®16.

(8) These options were granted in July 2010 and vegiaderly over three years, commencing with thetguan which they were grante

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

Option Exercises and Stock Vested
There were no stock options exercised by our naemedutive officers during the six months ended bdmer 31, 2013.
2011 UMBRELLA Option Plan

On March 28, 2011, our board of directors and diotders adopted and approved the InspireMD, Int120MBRELLA Option Plar
which was subsequently amended on October 31, @0d December 21, 2012. Under the InspireMD, Ine120MBRELLA Option Plan, we
have reserved 5,000,000 shares of our common &isckdjusted for the one-for-four reverse stock epbur common stock that occurred on
December 21, 2012) as awards to the employeesyitants, and service providers to InspireMD, Inud &s subsidiaries and affiliates
worldwide.

The InspireMD, Inc. 2011 UMBRELLA Option Plan cuntly consists of three components, the primary pglacument that governs
all awards granted under the InspireMD, Inc. 20MBRELLA Option Plan, and two appendices: (i) Appen#é, designated for the purpose
of grants of stock options and restricted stockrd&#o Israeli employees, consultants, officers athér service providers and other non-U.S.
employees, consultants, and service providers(igrmppendix B, which is the 2011 U.S. Equity Imt&ve Plan, designated for the purpose of
grants of stock options and restricted stock awtrds$.S. employees, consultants, and service pessidtho are subject to the U.S. income tax
On December 21, 2012, the stockholders approvedwaeding of “incentive stock options” pursuanthe U.S. portion of the plan.
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The purpose of the InspireMD, Inc. 2011 UMBRELLAt@pn Plan is to provide an incentive to attract agigin employees, officers,
consultants, directors, and service providers wiseseices are considered valuable, to encouragasef proprietorship and to stimulate an
active interest of such persons in our developraadtfinancial success. The InspireMD, Inc. 2011 URERLA Option Plan is administered
our compensation committee. Unless terminatedezdli the board of directors, the InspireMD, In@12 UMBRELLA Option Plan will
expire on March 27, 2021.

2013 Long-Term Incentive Plan

On December 16, 2013, our stockholders approvethmreMD, Inc. 2013 Long-Term Incentive Plan, ahhiwas adopted by our
board of directors on October 25, 2013.

The purpose of the InspireMD, Inc. 2013 Long-Tenoentive Plan is to provide an incentive to atteaa retain employees, officers,
consultants, directors, and service providers wiseseices are considered valuable, to encouragaseof proprietorship and to stimulate an
active interest of such persons in our developraadtfinancial success. The InspireMD, Inc. 2013d-derm Incentive Plan provides for the
granting of incentive stock options, nonqualifiedck options, stock appreciation rights, restricdemtk, restricted stock units, performance
awards, dividend equivalent rights, and other agjandhich may be granted singly, in combinationingiandem. The InspireMD, Inc. 2013
Long-Term Incentive Plan is administered by our compgéms@ommittee. A total of 5,000,000 shares of camratock are reserved for awe
under the InspireMD, Inc. 2013 Long-Term IncentRlan.

The InspireMD, Inc. 2013 Long-Term Incentive Planntended serve as an “umbrella” plan for us amdsabsidiaries worldwide.
Therefore, if so required, appendices may be atimi#dtke InspireMD, Inc. 2013 Long-Term IncentiverPia order to accommodate local
regulations that do not correspond to the scopgbefnspireMD, Inc. 2013 Long-Term Incentive Plattached as Appendix A to the
InspireMD, Inc. 2013 Long-Term Incentive Plan is thspireMD, Inc. 2013 Employee Stock IncentivenPfar the purpose of making grants
of stock options, restricted stock, and other siackntive awards pursuant to Sections 102 and8¢he Israeli Income Tax Ordinance (New
Version), 1961 to Israeli employees and officerd any other service providers or control holderaofvho are subject to Israeli Income Tax.

Director Compensation

The following table shows information concerning directors, other than Alan Milinazzo, during gig months ended December 31, 2013.

Fees Earned o Stock All Other
Paid in Cash Awards Option Awards @ Compensatior Total

Name %) ®) % %) ®

Sol J. Barer, Ph.C 12,50( — — — 12,50(
James Barry, Ph.L 12,50( — — — 12,50(
Paul Stuke 12,50( — — — 12,50(
Eyal Weinstein (2 11,47( — — — 11,47(
Asher Holzer, Ph.D. (Z — — — — —
James J. Loughli 12,50( — — — 12,50(
Michael Bermar 12,50( — — — 12,50(
Campbell Rogers, M.L 8,10¢ — 164,43(3) — 172,54(
Ofir Paz (4) — — — — —
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(1) The amounts in this column reflect the dollaroaints recognized for financial statement reportingposes with respect to the six
months ended December 31, 2013, in accordanceRA8B ASC Topic 718. Fair value is based on the Biacholes option pricing
model using the fair value of the underlying shaethe measurement date. For additional discusditime valuation assumptions
used in determining stock-based compensation angréint date fair value for stock options, see “Mgament’s Discussion and
Analysis of Financial Condition and Results of Ggtiem — Critical Accounting Policies — Share-basethpensation” and Note 2 —
“Significant Accounting Policies” and Note 9 — “Eityi' of the Notes to the Consolidated Financialt8taents for the Six Months
Ended December 31, 2013 included her

(2) The term of our Class 2 directors expired atdhnual meeting of stockholders held on Decem®e?d13. Mr. Weinstein and Dr.
Holzer did not stand for -election and thus ceased to be members of the lodaicectors following the annual meetir

(3) Represents the fair market value on the diggant of an option to purchase 125,000 sharesio€ommon stock granted to Dr.
Rogers on September 3, 2013 in connection witlabpgointment as a member of our board of directdfe option has an exercise
price of $2.12 per share and vests annually, wit-third vesting in 2014, 2015 and 2016 on theareary of the date of grant,
provided that if Dr. Rogers fails to be reelecteshominated for reelection at the 2014 annual megetf stockholders, the option vests
and becomes exercisable as of such date. Thenoptileexpire on September 3, 2023. This grant wasle under the InspireMD, Inc.
2011 UMBRELLA Option Plan

(4) Mr. Paz served as our director until hisgaation on September 3, 2013 but did not receiyeaaditional compensation for his
services as directa

We reimburse our directors for reasonable expeinsesred in connection with their service as dioest For the 2013 calendar year,
our board approved the following compensation foriadependent directors serving as of Januar¥132in recognition of their board
service: (i) a $25,000 stipend, payable quarteny (ii) an option to purchase 50,000 shares otoormon stock. In addition, Dr. Barer, as
chairman of the board, received an additional optiopurchase 50,000 shares of our common stocleaciu director serving as chairman of a
board committee received an additional option tcipase 25,000 shares of our common stock. Dr. Bdsiyreceived an additional option to
purchase 25,000 shares of our common stock in nébmig of his extraordinary contributions to ouresptions. On September 3, 2013, we alsc
granted to Dr. Rogers an option to purchase 1256@€es of our common stock in connection withalpigointment as a member of our board
of directors.

For the 2014 calendar year, our board approvetbtimving compensation for our independent direstdi) a $25,000 stipend,
payable quarterly; (ii) annual committee chair cemgation (effective April 1, 2014) of $12,000 fbetchairman of the audit committee, $8,
for the chairman of the compensation committee®H@00 for the chairmen of the nominating and crafgbgovernance committee and the
research and development committee; (iii) annuairodtee membership compensation (effective Apr2@14) of $4,000 for members of the
audit committee and the compensation committeeb2r@D0 for members of the nominating and corpagaternance committee and the
research and development committee; (iv) an ogtiguurchase 50,000 shares of our common stockafdr board member; and (v) an option
to purchase an additional 35,000 shares of our camstock for the chairman of the board. In additmm February 25, 2014, we entered into
consulting agreement with Dr. Barry, pursuant tachiDr. Barry agreed to provide us with consultgggvices in exchange for a monthly
consultancy fee calculated at the rate of $313par.
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Item 12. Security Ownership of Certain Beneficial Owners andvlanagement and Related Stockholder Matter:
The following table sets forth information with pext to the beneficial ownership of our commonistag of February 25, 2014 by:
« each person known by us to beneficially own moamth.0% of our common stock;
« each of our directors;
« each of the named executive officers; and
« all of our directors and executive officers as augr.

The percentages of common stock beneficially ovaredeported on the basis of regulations of thei®ézs and Exchange
Commission governing the determination of benefficvanership of securities. Under the rules of tiee8ities and Exchange Commission, a
person is deemed to be a beneficial owner of arggdithat person has or shares voting power,chfincludes the power to vote or to direct
the voting of the security, or investment powerjalifincludes the power to dispose of or to dirbetdisposition of the security. Except as
indicated in the footnotes to this table, each Eeia& owner named in the table below has solengtind sole investment power with respet

all shares beneficially owned and each person’seadds c/o InspireMD, Inc., 321 Columbus Avenuest®n, MA 02116. As of February 25,
2014, we had 34,925,920 shares outstanding.

Name of Beneficial Owner Number of Shares Beneficially Owned?  Percentage Beneficially Owned?)
5% Owners

Orbimed Advisors LLG?) 3,395,00(3) 9.7%
Asher Holzer, Ph.C 1,925,114 5.5%
Opaleye Management In®) 2,086,10(® 6.C%
Jennison Associates LLG) 1,756,87:(8) 5.C%
Officers and Director:

Alan W. Milinazzo 1,187,949 3.4%
Craig Shore 223,79:10) *
Sol J. Barer, Ph.C 2,754,161 7.7%
James Barry, Ph. 20,83410) *
Michael Bermar 71,472(10) &
James J. Loughli 23,33410) *
Campbell Rogers, M.LC - -
Paul Stuke 932,70412) 2.7%
Eli Bar 387,71.10) 1.1%
All directors and executive officers as a group€¢@sons 5,601,95 15.2%
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1)

(2)
(3)

(4)
(5)
(6)
(7)

(8)

(9)

Represents ownership of less than one per

Shares of common stock beneficially owned dmedréspective percentages of beneficial ownershipmmon stock assumes the exercise
of all options, warrants and other securities caotitvie into common stock beneficially owned by sy&hrson or entity currently exercisa
or exercisable within 60 days of February 25, 2@ares issuable pursuant to the exercise of sigtidns and warrants exercisable wi
60 days are deemed outstanding and held by theholduch options or warrants for computing theeeetage of outstanding common
stock beneficially owned by such person, but atedeemed outstanding for computing the percentagetstanding common stock
beneficially owned by any other pers:

Orbimed Advisors LL(s address is 601 Lexington Avenue, 54th Floor, Nenk, NY 10022.

Based on Amendment No. 1 to Schedule 13G filitd the Securities and Exchange Commission onl&erl3, 2014 and comprised of
(i) 1,018,500 shares of common stock owned dirdmtl{rbiMed Israel Partners Limited Partnership énd®,376,500 shares of common
stock owned directly by OrbiMed Private InvestmdmsLP. OrbiMed Israel GP Ltd. is the general partof OrbiMed Israel BioFund GP
Limited Partnership, which is the general partrféDhiMed Israel Partners Limited Partnership, aadh shares voting and dispositive
power over the securities directly owned by OrbiMs@del Partners Limited Partnership. Each of OdxdMsrael GP Ltd. and OrbiMed
Israel BioFund GP Limited Partnership disclaimseddaial ownership of the securities owned direttjyOrbiMed Private Investments IV,
LP. Samuel D. Isaly is the managing member of OdaiMdvisors LLC and OrbiMed Advisors LLC is the mmging member of OrbiMed
Capital GP IV LLC, which is the general partneiQbiMed Private Investments IV, LP. Therefore, eatMr. Isaly, OrbiMed Advisors
LLC and OrbiMed Capital GP IV LLC shares voting atigpositive power over the securities owned diyday OrbiMed Private
Investments IV, LP, but disclaims beneficial owtgpsof the securities owned directly by OrbiMedakslrPartners Limited Partnersh

Based on a Schedule 13D filed with the SecurittesExchange Commission on January 16, 2
Opaleye Management Ir's address is 9B Russell Street, Cambridge, MA 0z
Based on a Schedule 13G filed with the SecuritesEExchange Commission on January 16, 2

Jennison Associates LLC'’s address is 466 Lagimgwvenue, New York, NY 10017. These shares aze @ported as beneficially owned
by Prudential Financial, Inc. Prudential Financiat,’s address is 751 Broad Street, Newark, NJ 07

Based on a Schedule 13G filed with the Seasriind Exchange Commission on February 7, 201érmjisbn Associates LLC and a
Schedule 13G fixed with the Securities and Excha@g@&mission on February 5, 2014 by Prudential Fér@ninc.

Includes options to purchase 349,149 sharesminon stock that are currently exercisable orasable within 60 days of February 25,
2014.

(10)Represents options that are currently exercisabdx@rcisable within 60 days of February 25, 2(

(11)Comprised of (i) 1,900,000 shares of common stock(d) options to purchase 854,167 shares of comstock that are currently

exercisable or exercisable within 60 days of Fetyr@&, 2014
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(12)Paul Stuka is the principal and managing memb&rsifis Investment Partners, L.P., and, as suchbéasficial ownership of the (i)
745,204 shares of common stock and (ii) currentr@sable warrants to purchase 166,667 sharesnofnon stock held by Osiris
Investment Partners, L.P., in addition to persgnadiiding options to purchase 20,833 shares of comstock that are currently
exercisable or exercisable within 60 days of Fetyr@&, 2014

Equity Compensation Plan Information

The following table provides certain informationadDecember 31, 2013 with respect to our equitppensation plans under which

our equity securities are authorized for issuance:

Number of securities
remaining available for
future issuance under

Number of securities to Weighted-average equity compensation
be issued upon exercis exercise price of plans (excluding
of outstanding options, outstanding options, securities reflected in
warrants and rights warrants and rights olumn (a))
Plan Category €)) (b) (c)

Equity compensation

plans approved by

security holder: 3,231,891 3.6¢ 5,335,19
Equity compensation

plans not approved

by security holder 1,174,504 5.7¢ -

Total

4,406,39! 4.2¢

(1) Comprised of awards made to individuals outsidelnspireMD, Inc. 2011 UMBRELLA Option Plan a@@13 Long Term Incentive Plan,
as described below:

In April 2008, we issued options to purchase 1 giédres of common stock to a provider of finder ises/who assisted InspireMD
Ltd. in raising funds in 2008. The exercise pri€¢hese options is $4.93 per share. These optienfilly vested and expire in June
2016.

Options issued to a consultant: in May 2006, weddsoptions to purchase 83,636 shares of commak & consultant. The
exercise price of these options was $0.76 per skéeebelieve these options have expired, but theyreluded above because such
expiration is currently under legal dispu

Options issued to former directors: in August 204& issued options to purchase an aggregate o68%kHares of common stock to
David Ivry and Fellice Pelled. Both Mr. Ivry and MPelled resigned as directors of InspireMD, Ltad March 31, 2011. Pursuant to
the terms of the directors’ vested options, thaadsptions expired thirty days after the directogsignations. However, in
connection with their resignation, we granted Mryland Mr. Pelled each replacement options tolmse 40,581 shares of common
stock. During September and November 2012 Mr. éxgrcised 17,500 of his options into our commoglstdhe exercise price of
these options is $4.92 per share and they expif2emember 31, 201
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« Options issued to current director: in NovemberL20te issued options to purchase an aggregatesodG@ shares of common stock
to Dr. Barer, the chairman of our board of direstdrhe exercise price of these options is $7.8Glpare. An option to purchase
181,250 shares of common stock vested on Apri2013, when our common stock was first listed omatonal securities exchange.
An option to purchase 181,250 shares of commork stested on May 10, 2013, after we received rebecouerage from a second
investment bank that ranked in the top twenty itmesit banks in terms of life science underwritirifse option to purchase 362,500
shares of common stock vests in substantially equasithly installments (with any fractional sharesting on the last vesting date)
the last business day of each calendar month otveo gear period from the date of grant, with thistfinstallment vesting on
November 30, 2011, provided that Dr. Barer is gtilviding services to us in some capacity as oheaich vesting dat

« Warrant issued to current officer: in March 201dr, work performed in connection with the share exgje transactions and as bonus
compensation, we issued Craig Shore, our chiehéiia officer, secretary and treasurer, a five-ygarrant to purchase up to 750
shares of common stock at an exercise price o0}3eR share

» Options issued to current vice president of glabatketing and strategy: in September 2013, we isep&ons to purchase 150,000
shares of common stock to David Blossom. The egengiice of these options was $2.23 per shareojtiens vest annually with
one-third vesting on September 16, 2014, Septembe2d®, and September 16, 2016. The options expi®eptember 16, 202

« Options issued to current vice president of glaladéds operations: in December 2013, we issuedraptmpurchase 150,000 shares of
common stock to Rick Olson. The exercise pricéhebe options was $2.75 per share. The optionsawesially with one-third vesting
on December 2, 2014, December 2, 2015 and Decemi2éx16. The options expire on December 2, 2

Item 13. Certain Relationships and Related Transactions, an®irector Independence

On January 3, 2013, Ofir Paz resigned as our elxie€utive officer, and in connection with Mr. Pasignation, InspireMD Ltd. and
A.S. Paz Management and Investment Ltd. enteredaiiseparation agreement and release, pursuatiti¢h,vamong other things, the
consultancy agreement, dated as of April 1, 20§ between InspireMD Ltd. and A.S. Paz Managénvess terminated and Mr. Paz
resigned as chief executive officer of InspireM@.Land as a director of InspireMD Ltd. In accordandth the terms of the consultancy
agreement, we continued to pay Mr. Paz’'s monthhsatiancy fee of $21,563 for six months followiegrhination of the consultancy
agreement.

On June 1, 2012, in connection with his resignagispresident and director of InspireMD Ltd. and pnesident, we entered into a
consulting agreement with Dr. Holzer, which termd@thon November 30, 2012, pursuant to which DrzEloprovided us with consulting
services in exchange for monthly payments of $20,8% February 21, 2013, we agreed to pay Dr. H&84,195 in consideration for
consulting services provided by Dr. Holzer to ugsithe expiration of his consulting agreement. dineunt equals three months of payments
under the expired consulting agreement plus afpkcaalue added tax.

In accordance with our audit committee charter aih@it committee is required to approve all relgiatty transactions. In general, the
audit committee will review any proposed transactimat has been identified as a related party actien under Item 404 of Regulation S-K,
which means a transaction, arrangement or reldtipris which we and any related party are partiotpan which the amount involved exceeds
$120,000. A related party includes (i) a directbirector nominee or executive officer of us, (iigecurity holder known to be an owner of more
than 5% of our voting securities, (iii) an immedeid&mily member of the foregoing or (iv) a corpaator other entity in which any of the
foregoing persons is an executive, principal oiilsintontrol person or in which such person ha%ads greater beneficial ownership interest.

Director Independence

The board of directors has determined that DrseB&arry and Rogers and Messrs. Loughlin, StukbBerman satisfy the
requirement for independence set out in Sectiond@3e NYSE MKT rules and that each of these dimexchas no material relationship witr
(other than being a director and/or a stockholdarjnaking its independence determinations, thedohdirectors sought to identify and
analyze all of the facts and circumstances relatrany relationship between a director, his imratdfamily or affiliates and our company ¢
our affiliates and did not rely on categorical stards other than those contained in the NYSE MK@& referenced above.

Item 14. Principal Accountant Fees and Service
The fees billed for professional services proviteds by Kesselman & Kesselman, Certified Publicdumtants (“Kesselman”), a
member of PricewaterhouseCoopers Internationalteiifor the six month period ended December 3132the twelve month period ended

June 30, 2013, the six month period ended Jun2®®, and the twelve month period ended Decembe2®11,, respectively, are described
below.
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Audit Fees

Kesselman billed us audit fees in the aggregateuatraf $110,000 for the six month period ended Ddwer 31, 2013, $290,000 for
the twelve month period ended June 30, 2013, $085dr the six month period ended June 30, 20135800 for the twelve month period
ended June 30, 2012 and $205,000 for the twelvahmmeriod ended December 31, 2011. These feeg ttelélie audit of our annual financial
statements and the review of our interim quart@nigncial statements.

Audit-Related Fees

Kesselman billed us audit-related fees in the agggeeamount of $35,000 for the six month periodeendecember 31, 2013,
$135,000 for the twelve month period ended Jun€303, $20,000 for the six month period ended Bhe012, $60,000 for the twelve mo
period ended June 30, 2012 and $106,300 for thizdwweonth period ended December 31, 2011. Theftedbe six month period ended
December 31, 2013 related to performance of aethted services for our registration statementa@mS-3 initially filed with the Securities
and Exchange Commission on October 24, 2013. Téweffe the twelve month period ended June 30, 28th8ed to the performance of audit-
related services for our registration statemerftam S-1 initially filed with the Securities and &hange Commission on September 24, 2012
and amendments thereto. The fees for the six nmeribd ended June 30, 2012 related to the perfacenahaudit-related services for our
registration statement on Form S-1 initially filwith the Securities and Exchange Commission on Mgy2012 and amendments thereto. The
fees for the twelve month period ended Decembe2@1] related to the performance of audit-relateglises for our registration statement on
Form S-1 initially filed with the Securities and éange Commission on June 16, 2011, amendmenttdierd documentation of processes
and controls related to Sarbanes-Oxley Act compéan

Tax Fees

Kesselman billed us tax fees in the aggregate ahaiu$85,000 for the six month period ended Decan3fie 2013, $55,500 for the
twelve month period ended June 30, 2013, $44,00thésix month period ended June 30, 2012, $5%@0Me twelve month period ended
June 30, 2012 and $26,000 for the twelve montlodesnded December 31, 2011. These fees relatefespional services rendered for tax
compliance, tax advice and tax planning.

All Other Fees

Kesselman did not bill us for any other fees f@& $ix month period ended December 31, 2(0h8 twelve month period ended June
30, 2013, the six month period ended June 30, 2012e twelve month period ended December 31, 2011.

For the portion of the fiscal year ended Decemte2B811 prior to our formation of the audit comeétt the board of directors
considered the audit fees, audit-related feesglex and other fees paid to our accountants, alsésl above, and determined that the payme
of such fees was compatible with maintaining thaejpendence of the accountants. Our audit comnputee@pproves all auditing services,
internal control-related services and permitted-aodit services (including the fees and terms thi¢te be performed for us by our
independent auditor, except for de minimis non-aselivices that are approved by the audit commiitex to the completion of the audit. The
audit committee may form and delegate authorityuiscommittees consisting of one or more membersappropriate, including the
authority to grant pre-approvals of audit and pé&edinon-audit services, provided that decisionsuch subcommittee to grant ppprovals i
presented to the full audit committee at its nektesluled meeting.

PART IV
Item 15. Exhibits and Financial Statement Schedule
Documents filed as part of report:

1. Financial Statements
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The following financial statements are includedelier

Report of Kesselman & Kesselman, Independent RegidtPublic Accounting Firt
Consolidated Balance Sheets as of December 31,&td 3une 30, 2013 and 2C

Consolidated Statements of Operations for the Sintkis Ended December 31, 2013 and Years Ended30, 2013 ant
2012

Consolidated Statements of Changes in Equity ®i/Six Months Ended December 31, 2013 and Yearscehaee 30,
2013 and 201

Consolidated Statements of Cash Flows for the Sixtls Ended December 31, 2013 and Years Ended3Du2013
and 2012

Notes to Consolidated Financial Statemt

2. Financial Statement Schedules

None

3. Exhibits

See Index to Exhibits
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to
be signed on its behalf by the undersigned, theoeduly authorized.

INSPIREMD, INC.

Date: September 25, 2014 By: /s/ Alan Milinazza
Alan Milinazzo
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature Title Date
/s! Alan Milinazza President, Chief Executive Officer and Director September 25, 2014
Alan Milinazzo (principal executive officer)
/sl Craig Short Chief Financial Officer, Secretary and Treasurer September 25, 2014
Craig Shore (principal financial and accounting officer)
/sl Sol J. Bare Chairman of the Board of Directors September2?d 4
Sol J. Bare
/sl James Barr Director September 25, 2014
James Barr
/sl Michael Bermal Director September 25, 2014
Michael Bermar
/s/ James J. Loughl Director September 25, 2014
James J. Loughli
/sl Campbell Roger Director September 25, 2014
Campbell Roger
/s/ Paul Stuki Director September 25, 2014
Paul Stuke

77




Index to Exhibits

Exhibit No. Description
3.1 Amended and Restated Certificate of Incorporatincofporated by reference to Exhibit 3.1 to Curfeaport on Form 8-K
filed with the Securities and Exchange Commissiompril 1, 2011)

3.2 Amended and Restated Bylaws (incorporategktf|erence to Exhibit 3.2 to Current Report on F8r& filed with the Securitie
and Exchange Commission on April 1, 20

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

3.4 Certificate of Designation, Preferences aighRR of Series A Preferred Stock (incorporateddfgrence to Exhibit 3.1 to
Current Report on Forrmr-K filed with the Securities and Exchange Commissior©atober 25, 201:

4.1 Form of Common Stock Certificate (incorpodaby reference to Exhibit 4.1 to Amendment No. Ragistration Statement on
Form &-1 filed with the Securities and Exchange CommissinMarch 5, 2013

4.2 Rights Agreement dated as of October 22, 2@t®&een InspireMD, Inc. and Action Stock trangerporation, as Rights
Agent, including exhibits thereto (incorporatedrbference to an exhibit to the Registration Statgroa Form 8-A filed with
Securities and Exchange Commission on October@B3).

10.1+ Amended and Restated 2011 Umbrella Optian fhcorporated by reference to Exhibit 10.1 tar@€nt Report on Form 8-K
filed with the Securities and Exchange CommissioMNovember 4, 2011

10.2+ Form of Stock Option Award Agreement (ipmated by reference to Exhibit 10.2 to Currentd®epn Form 8-K filed with
the Securities and Exchange Commission on Ap£I08,1)

10.3 Securities Purchase Agreement, dated asaofivB1, 2011, by and among InspireMD, Inc. anthgepurchasers set forth
therein (incorporated by reference to Exhibit 110.2\mendment No. 1 to Registration Statement omF8+1 filed with the
Securities and Exchange Commission on August 261 ¥

10.4 Form of $7.20 Warrant (incorporated by reffiee to Exhibit 10.6 to Current Report on Form 8kd with the Securities and
Exchange Commission on April 6, 201

10.5 Form of $4.92 Warrant (incorporated by refiee to Exhibit 10.7 to Current Report on Form 8k with the Securities and
Exchange Commission on April 6, 201

10.6 Manufacturing Agreement, by and betweenitabtD Ltd. and QualiMed Innovative MedizinprodukBambH, dated as of
September 11, 2007 (incorporated by reference hibix10.11 to Amendment No. 1 to Registration &ta¢nt on Form S-1
filed with the Securities and Exchange Commissioagust 26, 2011

10.7 Development Agreement, by and between laebfix Ltd. and QualiMed Innovative Medizinprodukte 6y dated as of
January 15, 2007 (incorporated by reference tol#ixhd.12 to Amendment No. 1 to Registration Staetron Form S-1 filed
with the Securities and Exchange Commission on Aug6, 2011

10.8 License Agreement, by and between Svelte Medicsie®ys, Inc. and InspireMD Ltd., dated as of Margh2D10 (incorporate
by reference to Exhibit 10.5 to Amendment No. Ramgistration Statement on Form S-1 filed with tieeBities and Exchange
Commission on August 26, 201

10.9+ Personal Employment Agreement, by and beatirspireMD Ltd. and Eli Bar, dated as of JuneZf5 (incorporated by
reference to Exhibit 10.19 to Current Report omfr&-K filed with the Securities and Exchange CommissiamApril 6, 2011
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10.10+

10.11+

10.12

10.13

10.14

10.15

10.16+

10.17

10.18

10.19

10.20

10.21

10.22+

10.23+

Employment Agreement, by and between tabfid Ltd. and Craig Shore, dated as of Novembe280 (incorporated by
reference to Exhibit 10.21 to Current Report onnr6-K filed with the Securities and Exchange Commissiampril 6, 2011

Form of Indemnity Agreement between InspireMD, laad each of the directors and executive offideeseof (incorporated t
reference to Exhibit 10.22 to Amendment No. 1 tgiReation Statement on Form S-1 filed with the B&ies and Exchange
Commission on August 26, 201

Form of Warrant (incorporated by referetacExhibit 10.2 to Current Report on Form 8-K fileith the Securities and
Exchange Commission on April 22, 20:

Agreement by and between InspireMD Ltd. lsietko Laser Material Processing, dated as of ABil2010 (incorporated by
reference to Exhibit 10.26 to Amendment No. 1 tgiRtation Statement on Form S-1 filed with the 8&i@s and Exchange
Commission on August 26, 201

Agreement by and between InspireMD Ltd. l[datec Medical Ltd, dated as of September 23, ZbR@rporated by reference
to Exhibit 10.27 to Amendment No. 1 to Registrat®tatement on Form S-1 filed with the Securitied Brchange
Commission on August 26, 201

Exclusive Distribution Agreement by andasstn InspireMD Ltd. and Hand-Prod Sp. Z 0.0, datedf December 10, 2007
(incorporated by reference to Exhibit 10.28 to Aarent No. 3 to Registration Statement on Form fed fvith the Securities
and Exchange Commission on October 12, 2

$6.00 Nonqualified Stock Option Agreemelated as of July 11, 2011, by and between Insfdeldc. and Sol J. Barer, Ph.D.
(Incorporated by reference to Exhibit 10.1 to CntiiReport on Form 8-K filed with the Securities dwthange Commission
on July 15, 2011

Exclusive Distribution Agreement by andasstn InspireMD GmbH. and IZASA Distribuciones Taxas SA, dated as of May
20, 2009 (incorporated by reference to Exhibit 8@G@Amendment No. 3 to Registration Statementa@amFS-1 filed with the
Securities and Exchange Commission on Octobera®1).

Amendment to the Distribution Agreement by and lestwInspireMD GmbH. and IZASA Distribuciones TeesiSA, dated ¢
of February 2011 (incorporated by reference to Eix1i0.37 to Amendment No. 3 to Registration Staehon Form S-1 filed
with the Securities and Exchange Commission on lat@2, 2011

Exclusive Distribution Agreement by andamstn InspireMD Ltd. and Tzamal-Jacobsohn Ltd., dlateof December 24, 2008
(incorporated by reference to Exhibit 10.38 to Aaient No. 3 to Registration Statement on Form fed fvith the Securities
and Exchange Commission on October 12, 2

Exclusive Distribution Agreement by andaestn InspireMD Ltd. and Kirloskar Technologies ()., dated as of May 13,
2010 (incorporated by reference to Exhibit 10.38meendment No. 3 to Registration Statement on Fé+infiled with the
Securities and Exchange Commission on OctoberQ21):.

Letter Agreement by and between InspireMd &nd Tzamal-Jacobsohn Ltd., dated as of Ma@p®] Zincorporated by
reference to Exhibit 10.43 to Amendment No. 4 tgiRtation Statement on Form S-1 filed with the 8&i@s and Exchange
Commission on December 1, 20:

Stock Award Agreement, dated as of November 16126% and between InspireMD, Inc. and Sol J. B&r&rD. (Incorporate
by reference to Exhibit 10.1 to Current Report onnfr 8-K filed with the Securities and Exchange Cdssion on November
18, 2011,

Nonqualified Stock Option Agreement, dated as of®ober 16, 2011, by and between InspireMD, Inc.Sold). Barer, Ph.L

(Incorporated by reference to Exhibit 10.2 to CntiiReport on Form 8-K filed with the Securities d&xthange Commission
on November 18, 201
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10.24

10.25

10.26+

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36+

10.37+

10.38+

Amendment No. 1 to Securities Purchase éxgemt, dated as of June 21, 2011, by and amongéhp, Inc. and the
purchasers that are signatory thereto (incorpofayaference to Exhibit 10.43 to Annual Reportramm 10-K filed with the
Securities and Exchange Commission on March 1)

Amendment No. 2 to Securities Purchase éxgeat, dated as of November 14, 2011, by and admspireMD, Inc. and the
purchasers that are signatory thereto (incorpofayagference to Exhibit 10.44 to Annual Reportcamm 10-K filed with the
Securities and Exchange Commission on March 1)

Consultancy Agreement, dated March 27226¢ and between InspireMD Ltd. and Robert Rdtiiorporated by reference to
Exhibit 10.1 to Current Report on Forr-K filed with the Securities and Exchange CommissiarApril 2, 2012

Form of April 2012 $1.80 Warrant (incorpgexhby reference to Exhibit 10.3 to Current Reporform 8-K filed with the
Securities and Exchange Commission on April 6, 2

Registration Rights Agreement, dated Apr2012, by and between InspireMD, Inc. and thelpasers set forth therein
(incorporated by reference to Exhibit 10.4 to Caotfeeport on Form 8-K filed with the Securities &xthange Commission
on April 6, 2012)

Exclusive Distribution Agreement, datedBaugust 1, 2007, by and between InspireMD Ltdd &ardia Srl. (incorporated by
reference to Exhibit 10.59 to Transition Reportramm 10-K/T filed with the Securities and Exchar@mmmission on
September 11, 201

Addendum to the Distribution Agreementedads of January 18, 2011, by and between InspiredMDand Kardia Srl.
(incorporated by reference to Exhibit 10.60 to Bition Report on Form 10-K/T filed with the Secig# and Exchange
Commission on September 11, 20

Exclusive Distribution Agreement, datedfdlay 26, 2011, by and between InspireMD Ltd. &uwdti Trading Ltd.
(incorporated by reference to Exhibit 10.62 to Bitian Report on Form 10-K/T filed with the Secig#t and Exchange
Commission on September 11, 20

Addendum to the Distribution Agreementedads of August 29, 2011, by and between Inspiré¢Dand Bosti Trading Ltd.
(incorporated by reference to Exhibit 10.63 to Bition Report on Form 10-K/T filed with the Secig# and Exchange
Commission on September 11, 20

Amendment No. 1 to Registration Rights Agnent, dated May 31, 2012, by and between Inspireldi® and the purchasers
set forth therein (incorporated by reference toikixi0.65 to Transition Report on Form 10-K/T @ilavith the Securities and
Exchange Commission on September 11, 2!

First Amendment to License Agreement, d&eiber 20, 2012, by and among Svelte Medicale®yst Inc., InspireMD, Inc.
and InspireMD Ltd. (incorporated by reference tdibi 10.1 to Current Report on Form 8-K filed witle Securities and
Exchange Commission on October 23, 2(

Exclusive Distribution Agreement, datedeldn2010, by and between InspireMD Ltd. and Taulibt Supplies (incorporated
by reference to Exhibit 10.68 to Amendment No. Remgistration Statement on FornilSHed with the Securities and Exchai
Commission on November 9, 201

Second Amendment to the InspireMD, Inc. AmendedRestated 2011 UMBRELLA Option Plan (incorporatgdé&ference t
Exhibit 10.1 to Current Report on Forr-K filed with the Securities and Exchange CommissiarDecember 26, 201

Employment Agreement, dated January 3, 2013, bybahwleen InspireMD, Inc. and Alan Milinazzo (incorpted by referenc
to Exhibit 10.1 to Current Report on Fort-K filed with the Securities and Exchange Commissianjanuary 9, 201.

Nonqualified Stock Option Agreement, dated Jan3ar3013, by and between InspireMD, Inc. and Alafindzzo

(incorporated by reference to Exhibit 10.3 to Catfeeport on Form 8-K filed with the Securities &xthange Commission
on January 9, 201:
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10.39+

10.40+

10.41

10.42

10.43

10.44+

10.45+

10.46

10.47

10.48

10.49

10.50

10.51

10.52

Incentive Stock Option Agreement, dated JanuaB®033, by and between InspireMD, Inc. and Alan Mifino (incorporated |
reference to Exhibit 10.4 to Current Report on F8A filed with the Securities and Exchange Cominis®n January 9,
2013)

Restricted Stock Award Agreement, datedidey 3, 2013, by and between InspireMD, Inc. atahMilinazzo (incorporated
by reference to Exhibit 10.5 to Current Report onnfr 8-K filed with the Securities and Exchange Cdasion on January 9,
2013)

Form of $3.00 Warrant (incorporated by nezfiee to Exhibit 10.76 to Registration Statemenform S-1 filed with the
Securities and Exchange Commission on April 9, 2!

Letter Agreement, dated as of April 15,20dy and among InspireMD, Inc. and each holdeSafior Secured Convertible
Debentures Due April 15, 2014 (incorporated byneziee to Exhibit 10.3 to Current Report on Form 8kd with the
Securities and Exchange Commission on April 1532

Form of Amended $3.00 Warrant (incorporétgdeference to Exhibit 10.4 to Current Reporfanm 8-K filed with the
Securities and Exchange Commission on April 1532

First Amendment to Employment Agreemeated April 24, 2013, by and between InspireMD, ked Alan Milinazzo
(incorporated by reference to Exhibit 10.1 to Catfieeport on Form 8-K filed with the Securities &xthange Commission
on April 26, 2013’

First Amendment to Restricted Stock Awagieement, dated April 24, 2013, by and betweepitaMD, Inc. and Alan
Milinazzo (incorporated by reference to Exhibit2@ Current Report on Form 8-K filed with the Seties and Exchange
Commission on April 26, 201!

Master Service Agreement, dated May 31320¢ and between InspireMD Ltd. and Medpace, (incorporated by reference
to Exhibit 10.1 to Quarterly Report on Form-Q filed with the Securities and Exchange CommissioiNovember 12, 201.

Second Amendment to License Agreement, dated Aldys2013, by and among Svelte Medical Systems, IngpireMD, Inc
and InspireMD Ltd. (incorporated by reference tdibk 10.2 to Quarterly Report on Form 10-Q filedhwthe Securities and
Exchange Commission on November 12, 2(

Loan and Security Agreement, dated OctdBeR013, by and among InspireMD, Inc., InspireNLtD and Hercules
Technology Growth Capital, Inc. (incorporated bference to Exhibit 10.1 to Current Report on Forid Blled with the
Securities and Exchange Commission on October@R):

Fixed Charge Debenture, dated October@B3,20y and among InspireMD, Inc., Inspire M.D latad Hercules Technology
Growth Capital, Inc. (incorporated by referenc&idnibit 10.2 to Current Report on Form 8-K filedtlwvthe Securities and
Exchange Commission on October 25, 2(

Floating Charge Debenture, dated Octobg2@B3, by and among InspireMD, Inc., Inspire M.fd Bnd Hercules Technology
Growth Capital, Inc. (incorporated by referenc&idnibit 10.3 to Current Report on Form 8-K filedtwthe Securities and
Exchange Commission on October 25, 2(

Warrant Agreement, dated October 23, 26¢3nd between InspireMD, Inc. and Hercules TeamplGrowth Capital, Inc.
(incorporated by reference to Exhibit 10.4 to Catfeeport on Form 8-K filed with the Securities &xthange Commission
on October 25, 201!

Account Control Agreement, dated Octobe2®33, among InspireMD, Inc., Hercules Technol@gwth Capital, Inc. and

Bank Leumi USA (incorporated by reference to Exhiii.5 to Current Report on Form 8-K filed with tBecurities and
Exchange Commission on October 25, 2(
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10.53+

10.54+1)
10.55+1)

21.1

23.1D
31.1*
31.2%

32.1*

32.2*

101** (1)

InspireMD, Inc. 2013 Long-Term IncentidarP(incorporated by reference to Exhibit 10.1 tor€nt Report on Form 8-K filed
with the Securities and Exchange Commission on Bbéee 20, 2013

Nonqualified Stock Option Agreement, dated DecenZh@013, by and between InspireMD, Inc. and Ritso®
Consulting Agreement, dated February 25, 2014ra/between InspireMD, Inc. and James Barry

List of Subsidiaries (incorporated by refeeeto Exhibit 21.1 to Current Report on Form 8iEd with the Securities and
Exchange Commission on April 6, 201

Consent of Kesselman & Kesselman, Certified Rublcountants
Certification of Chief Executive Officer Pursuant$ection 302 of Sarbar-Oxley Act of 2002
Certification of Chief Financial Officer Pursuant$ection 302 of Sarbar-Oxley Act of 200z

Certification of Chief Executive Officer Bawant to Section 18 U.S.C. Section 1350, as Adbptesuant to Section 906 of the
Sarbane-Oxley Act of 200z

Certification of Chief Financial Officer Fauant to Section 18 U.S.C. Section 1350, as Adbptesuant to Section 906 of the
Sarbane-Oxley Act of 200z

The following materials from the Company’s Trdiogial Report on Form 184T for the six months ended December 31, 2(
formatted in XBRL (eXtensible Business Reportingigaage), (i) Condensed Consolidated Balance ShHagtspndensed
Consolidated Statements of Income, (iii) ConderBedsolidated Statements of Comprehensive IncomeCtnsolidated
Statements of Cash Flows, (v) Condensed Consatidgtgtement of Stockholders’ Equity and (vi) Ndte€onsolidated
Financial Statemen

* Filed herewith.

** Pursuant to Rule 406T of Regulation S-T, theshatctive Data Files on Exhibit 101 hereto are deknw filed or part of a registration
statement or prospectus for purposes of Sectioms 12 of the Securities Act of 1933, as amendesidaemed not filed for purposes of
Section 18 of the Securities and Exchange Act 8418s amended, and otherwise are not subjelhiiity under those sections.

+ Management contract or compensatory plan or geraent.

(@ Previously filed as an exhibit to the Original Repo
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders of
InspireMD, Inc.

In our opinion, the accompanying consolidated bedasheets and the related consolidated statemiopemtions changes in equity and ¢
flows present fairly, in all material respects, firancial positions of InspireMD , Inc. (the “Colmy”) and its subsidiaries at December
2013, June 30, 2013 and 2012, and the resultseaf dperations and their cash flows for 6 monthsogeended December 31, 2013 anc
each of the two years in the period ended Jun€@03 in conformity with accounting principles gealfr accepted in the United States
America. These financial statements are the redpititysof the Companys management. Our responsibility is to expresspamian on thes
financial statements based on our audit. We coeductr audit of these financial statements in ataare with the standards of the P
Company Accounting Oversight Board (United Staf€spse standards require that we plan and perfoematidit to obtain reasona
assurance about whether the financial statemeptdree of material misstatement. An audit incluégamining, on a test basis, evide
supporting the amounts and disclosures in the fiahrstatements, assessing the accounting prirscipéed significant estimates made
management, and evaluating the overall financé&éstent presentation. We believe that our auditigeoa reasonable basis for our opinion.

Tel-Aviv, Israel Kesselman & Kesselme

February 26, 201 Certified Public Accountants (lsi
A member firm of PricewaterhouseCoopers Internafitummited

F-2




ASSETS

CURRENT ASSETS:
Cash and cash equivalel
Restricted cas
Accounts receivable

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

PROPERTY, PLANT AND EQUIPMENT , net
NON-CURRENT ASSETS:
Deferred issuance cos
Fund in respect of employee rights upon reti
Long term prepaid expens
Royalties buyout
Total non-current assets
Total assets

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

December 31, June 30,
2013 2013 2012
$ 1753t % 14,82( $ 10,28«
93 93 37
1,85¢ 1,73¢ 1,82¢
387 38¢ 264
141 272 93
1,59 1,59 1,74¢
63
21,60 18,90¢ 14,30¢
652 55C 462
31C 961
ren 434 40¢€ 282
114

852 884
1,71( 1,29( 1,24:
$ 23,96¢ $ 20,74 $ 16,01«

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
CONSOLIDATED BALANCE SHEETS
(U.S. dollars in thousands)

December 31, June 30,
2013 2013 2012
LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Accounts payable and accrue
Trade $ 1,62: $ 831 $ 441
Other 3,141 3,02¢ 2,92¢
Advanced payment from custom: 17¢ 174 174
Current maturity of loal 1,181
Deferred revenue 1C 1C
Total current liabilities 6,12¢ 4,04 3,55(
LONG-TERM LIABILITIES:
Liability for employees rights upon retireme 61C 60C 354
Long term loar 8,59:
Convertible loar 5,01¢
Contingently redeemable warra 1,70¢
Total lon¢-term liabilities 9,20: 60C 7,07¢
COMMITMENTS AND CONTINGENT LIABILITIES (Note 8)
Total liabilities 15,32 4,64 10,62¢
EQUITY:
Common stock, par value $0.0001 per share; 125)00Ghares authorized,;
33,983,346, 33,888,845 and 17,040,040 shares issuwkdutstanding at Decembe
31, 2013 and June 30, 2013 and 2012, respec! 3 3 2
Additional paic-in capital 90,95: 89,07¢ 49,10¢
Accumulated defici (82,316 (72,980 (43,727
Total equity 8,63¢ 16,10: 5,38¢
Total liabilities and equit $ 23,96t $ 20,748 $ 16,01«

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

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

REVENUES
COST OF REVENUES
GROSS PROFIT
OPERATING EXPENSES:
Royalties buyout expens
Other research and development expe
Selling and marketin
General and administrative (including $1,417, $3,48d $9,549 of share-based
compensation for the six month period ended Dece®be2013 and the years
ended June 30, 2013 and 2012, respectively)
Total operating expenses
LOSS FROM OPERATIONS
INTEREST EXPENSE
OTHER FINANCIAL EXPENSES , net
LOSS BEFORE TAX EXPENSES
TAX EXPENSES
NET LOSS

NET LOSS PER SHARE- basic and diluted

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

6 month period

ended
December 31, Year ended June 30
2013 2013 2012
$ 3,108 $ 487 $ 5,34¢
1,44 2,28: 2,84¢
1,66: 2,59( 2,50(
91¢
3,31¢ 4,15¢ 3,98¢
2,641 3,61¢ 2,17¢
4,52¢ 8,97: 13,88:
10,49( 17,66: 20,04¢
(8,827) (15,079 (17,54%)
273 4,26¢ 1,23¢
22€ 9,90¢ (1,200
(9,32¢) (29,25() (17,587
10 8 14
$ (9,330 $ (29,259 $ (17,597
$ (0.27) $ (1.39 $ (1.04)
33,963,90 20,995,88 16,707,59

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

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Ordinary shares

Additional
Number of paid-in Accumulated Total
shares capital deficit equity
U.S. dollars in thousanc
BALANCE AT JULY 1, 2011 16,046,29 $ 2 3 33,28: $ (26,129 $ 7,16(
CHANGES DURING 2012:
Net loss (17,597 (17,597
Employee and nc-employee sha-based compensatic
expense 748,44t * 10,55« 10,55¢
Acquisition and cancellation of shat (4,69¢) * (21) (22)
Exercise of options by employ 250,00( * 1,50( 1,50(
Beneficial conversion feature of convertible Ic 3,79( 3,79(
BALANCE AT JUNE 30, 2012 17,040,046 $ 2 3 49,10¢ $ (43,72 $ 5,38¢
CHANGES DURING 2013:
Net loss (29,25 (29,25
Employee and nc-employee sha-based compensatit
expense: 3,83¢ 3,83¢
Issuance of shares - public offering, net of $2,&2lance
costs 12,500,00 1 22,87¢ 22,88(
Issuance of shar¢ 1,168,51! * 3,23¢ 3,23¢
Exercise of Warrant 195,65 * 962 962
Exercise of options by employees and- employee: 834,57( * 95 9E
Shares of common stock used to satisfy tax withihgl
obligations (9,50€) * 27) (27
2013 Exchange agreemen
Induced conversion of convertible dt 2,159,57. * 8,10t 8,10t
Reclassification of 2012 warrar 314 314
Issuance of warran 56¢ 56¢
BALANCE AT JUNE 30, 2013 33,888,844 $ 3 3 89,07¢ $ (72,98() $ 16,10:
CHANGES DURING THE 6 MONTH PERIOD ENDED
DECEMBER 31, 2013
Net loss (9,33¢) (9,33¢)
Issuance of shart 17,39¢ * 44 44
Issuance of warran 28C 28(
Employee and nc-employee sha-based compensatic
expense 1,54¢ 1,54¢
Exercise of options by employees and- employee: 77,10% * *
BALANCE AT DECEMBER 31, 2013 33,9833 $ 3 3 90,95 $ (82,316) $ 8,63¢

* Represents an amount less than $1

The accompanying notes are an integral part of theonsolidated financial statements.
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INSPIREMD, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(U.S. dollars in thousands)

6 month period

ended December 3 Year ended June 30
2013 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (9,33¢) $ (29,259 $ (17,597
Adjustments required to reconcile net loss to ashcused in operating activiti
Depreciation and amortizatic 11C 20¢ 12C
Change in liability for employees right upon retirent 69 24€ 72
Financial expenses (incom 35¢ 13,391 (65)
Sharebased compensation expen 1,54¢ 3,83¢ 10,55¢
Gains on amounts funded in respect of employeeasighon retirement, n (15) (6) (D
Royalties buyout expens 91¢
Changes in operating asset and liability ite
Decrease (increase) in prepaid expel 17 (279 (22
Decrease (increase) in trade receiva (11¢€) 85 (1,210
Decrease (increase) in other receiva 1 (129 (93
Decrease in inventory on consignm 63 19
Decrease (increase) in inventory on h 151 (273
Increase (decrease) in trade paya 737 39C (322
Increase (decrease) in deferred revel (10) 10
Increase (decrease) in other payable and advayregnt from customers (162) (30) 22¢
Net cash used in operating activities (6,799 (10,300 (8,580)
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in restricted c (56) 30¢€
Purchase of property, plant and equipn (180 (202) (290
Proceeds from sale of property, plant and equipt 12
Amounts funded in respect of employee rights umdinament, net (72) (11€) (72)
Net cash used in investing activities (252) (37€) (43
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of shares, net of $2,%Rarnse cosi 22,88(
Proceeds from issuance of convertible loan andamsr net of $1,132 issuance
Costs 9,86¢
Exercise of options and warrai 1,057 1,50(C
Repayment of long term loe (287)
Proceeds from long term loan and warrants, n828% issuance cos 9,76:
Acquisition and cancellation of shat (27)
Shares of common stock used to satisfy tax withhgldbligations (27)
Induced conversion of convertible debt (8,78%)
Net cash provided by financing activities 9,76: 15,12: 11,06¢
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS 3 89 (229
INCREASE IN CASH AND CASH EQUIVALENTS 2,71¢ 4,53¢ 2,21¢
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F
PERIOD 14,82( 10,28 8,07(
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF PERI OD $ 17,53 $ 14,82( $ 10,28«
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Taxes on income paid $ 8 $ 78 $ 17

Interest paid $ 111 $ 745 $ 22E
SUPPLEMENTAL DISCLOSURES OF NON-CASH FINANCING ACTIVITIES:

Classification of contingently redeemable warrdrden Long-term liability to equity $ 314
Royalties buyout in consideration of shares aniyeva $ 93C
Decrease in fund and liabilities in respect of emgpk rights upon retirement $ 5¢
Deferred issuance costs $ 9C

In the year ended June 30, 2013, in connection thighExchange and Amendment Agreement, the Comisaoed the debentul
holders 2,159,574 shares of common stock and #ag warrants to purchase 659,091 shares of comtook sf the Company. S
Note 6.



The accompanying notes are an integral part of theonsolidated financial statements
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NOTE 1 - DESCRIPTION OF BUSINESS

InspireMD, Inc., a Delaware corporation (the “Comyig, together with its subsidiaries, is a medical dexdompany focused
the development and commercialization of its pmtary stent platform technology, MGuard™. MGuardvies emboli
protection in stenting procedures by placing a orianesh sleeve over a stent. The Compaimyjtial products are marketed for
in patients with acute coronary syndromes, notauyte myocardial infarction (heart attack) and saplis vein graft corone
interventions (bypass surgery). The Company markestsproducts mainly through distributors in intational market:
predominantly in Europe and Latin America.

The Company has successfully raised funds in th#atanarkets and through loans:

On April 16, 2013, the Company consummated an wwmitten public offering, The aggregate net proceeflthe Offering to th
Company were approximately $22.6 million, after timelerwriters’ commissions and offering expense (Sote 9).

On October 23, 2013 the Company entered into a laoanSecurity Agreement and Warrant agreemengiagiyregate net amo
of $9.8 million (See note 6).

The Company has an accumulated deficit as wellraet doss and negative operating cash flows ircthreent year. The Compa
anticipates that such losses will continue urgilNtguard™ products reach commercial profitabiliianagement of the Compse
presently anticipates that it has sufficient resesrto fund operations through December 31, 20lahddement believes that
continued successful commercialization of the Md@farproduct line together with financing through t@empany “At-the-
Market” equity program ,see Note 9f, although there is sgumnce such funds will be generated, should fiieisnt to fund it:
current and planned operations into the secondeyuair 2015.

If the Company is unable to successfully commemgaits MGuard™ products or obtain sufficient figfinancing from its "At-
the-Market" equity program, the Company will be reqdite delay some of its planned research and denslapprograms as w
as curtail, discontinue or, in the extreme casase®@perations.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

a. Accounting principles

The consolidated financial statements are preparegcordance with accounting principles generafigepted in the Unit
States (“U.S. GAAP”).

b. Use of estimate:
The preparation of financial statements in conftynwith U.S. GAAP requires management to make esgs usin
assumptions that affect the reported amounts @tassd liabilities, the disclosure of contingessets and liabilities at t

date of the financial statements and the reportaduats of sales and expenses during the repor@nigds. Actual resul
could differ from those estimates.
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As applicable to these consolidated financial statets, the most significant estimates and assungptielate to invento
write-off, royalty buyout, legal contingencies agstimation of the fair value of warrants.

Functional currency

The currency of the primary economic environmenwhich the operations of the Company and its sudnsés are conduct
is the U.S. dollar (“$” or “dollar”). Accordinglythe functional currency of the Company and its &libses is the U.S. dollar.

The dollar figures are determined as follows: teations and balances originally denominated inaglslare presented in tr
original amounts. Balances in foreign currenciesteanslated into dollars using historical and entrexchange rates for non-
monetary and monetary balances, respectively. €helting translation gains or losses are recordefinancial income ¢
expense, as appropriate. For transactions refléotéte statements of operations in foreign curnes)cthe exchange rates
transaction dates are used. Depreciation and changaventories and other changes deriving from-monetary items a
based on historical exchange rates.

Principles of consolidation

The consolidated financial statements include ttemants of the Company and of its subsidiariegrb@mpany transactio
and balances have been eliminated upon consolidatio

Cash and cash equivalents

The Company considers all highly liquid investmemthich include shorterm bank deposits (up to three months from de
deposit), that are not restricted as to withdraavalse, to be cash equivalents.

Restricted cash

The Company maintains certain cash amounts resdrias to withdrawal or use, related to credit caRlksstricted cash
denominated in dollars and New Israeli Shekel ("NISee also Note 8c(2).

Concentration of credit risk and allowance for doutiful accounts

Financial instruments that may potentially subjéte Company to a concentration of credit risk ceinsf cash and ca
equivalents, which are deposited in major finamgiabund institutions in the U.S, Israel and Germaand trade accout
receivable. The Comparg/trade accounts receivable are derived from reagrarned from customers from various coun
The Company performs ongoing credit evaluationgso€ustomersfinancial condition and, generally, requires nolatera
from its customers. The Company also has a craditrance policy for some of its customers. The Corgpmaintains ¢
allowance for doubtful accounts receivable baseshupe expected ability to collect the accounteirable. The Compal
reviews its allowance for doubtful accounts qudytby assessing individual accounts receivable @hdther balances bas
on historical collection experience and an econornsik assessment. If the Company determines tlsgeaific customer
unable to meet its financial obligations to the @amy, the Company provides an allowance for credies to reduce t
receivable to the amount management reasonablgvesliwill be collected, which is netted against ¢éunts receivab
Trade".
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h.

Inventory

Inventories include finished goods, work in processl raw materials. Inventories are stated atldfwer of cost (cost
determined on a “first-in, first-out” basis) or rkat value. The Compang’inventories generally have a limited shelf lifed
are subject to impairment as they approach theiiration dates. The Company regularly evaluatesctdreying value of tt
Company'’s inventories and when, in the Compamgpinion, factors indicate that impairment hasuoexd, the Compal
establishes a reserve against the inventoriesyiogrvalue. The Company’determination that a valuation reserve migt
required and the quantification of such reserveiiregmanagement to utilize significant judgmentitWespect to invento
on consignment, see Note 2k.

Property, plant and equipment

Property, plant and equipment are stated at cestpfnaccumulated depreciation and amortizatiorprBeation is calculate
using the straighline method over the estimated useful lives of ritblated assets: over three years for computersotire
electronic equipment, and seven to fifteen yearsfiice furniture and equipment and machinery agdipment (mainly sev:
years). Leasehold improvements are amortized omaggistdine basis over the term of the lease, which isrtelhahan th

estimated life of the improvements.
Impairment in value of long-lived assets

The Company tests long-lived intangible and tamgédsets, for impairment, whenever events or cistamees present an
indication of impairment. If the sum of expectetlufie cash flows (undiscounted and without intecesirges) of the long-
lived assets is less than the carrying amount df sissets, an impairment would be recognized amdgbkets would be writt:
down to their estimated fair values, based on ergeftiture discounted cash flows.

To date, the Company has not recorded any impairohenges relating to its long-lived assets.

Revenue recognitior

Revenue is recognized when delivery has occurreiderce of an arrangement exists, title and rigkd sewards for tt
products are transferred to the customer, colledaeasonably assured and product returns caalibély estimated. Whe
product returns can be reliably estimated a prowi$s recorded, based on historical experience dadldicted from revenu
The provision for product returns and related casts included in “Accounts payable and accrualedthuinder ‘Curren
liabilities” and “Inventory-On consignment,” respieely.
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When returns cannot be reliably estimated, bothtedl revenues and costs are deferred, and presentisdt ‘Deferrec
revenues” and “Inventory-On consignment,” respexdyiv

As of December 31, 2013, June 30, 2013 and Jun(@@, there were no deferred revenues relatedlés $or which the ra
of return could not be reliably estimated.

The Companys arrangements with its distributors sometimesaiorthe right to receive free products from the @any upo
the achievement of sales targets. Each periodztimepany estimates the amount of free products fohwits distributors wil
be entitled based upon the expected achievemesatled targets and defers a portion of revenuesdiogty.

The Company recognizes revenue net of value adoe@/AT).

Research and development costs

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

Employee option awards are classified as equityrdsvand accounted for using the grdate fair value method. The f
value of share-based awards is estimated usin@ldek-Scholes valuation model and expensed over the siégservic
period, net of estimated forfeitures. The Compasiyneates forfeitures based on historical experiearue anticipated futu
conditions.

The Company elected to recognize compensation ergefior awards with only service conditions thatehgraded vestir
schedules using the accelerated multiple optiomcamh.

The Company accounts for equity instruments isgoeithird party service providers (n@mployees), by recording the 1
value of the options granted using an option pgamodel, at each reporting period, until awards asted in full. Th
expense is recognized over the vesting period ubm@ccelerated multiple option approach.

In addition, certain shareased awards of the Company are performance basedependent upon achieving certain g
With respect to these awards, the Company estinthtesexpected preesting award probability that the performa
conditions will be achieved. The Company only retags expense for those shares that are expectedto

Uncertain tax positions

The Company follows a twetep approach to recognizing and measuring unoetdai positions. The first step is to evall
the tax position for recognition by determininghe weight of available evidence indicates thag inore likely than not th
the position will be sustained on audit. If undee first step a tax provision is assessed to beerikely than not of beir
sustained on audit, the second step is performadkruwhich the tax benefit is measured as the $argeount that is ma
than 50% likely to be realized upon ultimate seté@t. Such liabilities are classified as Idegn, unless the liability
expected to be resolved within twelve months frbmm balance sheet date. The Compamglicy is to include interest rela
to unrecognized tax benefits within “Financial expes (income)-net”.
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0.

Deferred income taxes

Deferred taxes are determined utilizing the “asset liability” method based on the estimated future tax effectiffeirence
between the financial accounting and tax basesseéta and liabilities under the applicable tax |amsd on tax rat
anticipated to be in effect when the deferred taresexpected to be paid or realized. The Compasgsses realization
deferred income tax assets and, based on all hlaikvidence, concludes whether it is more likdignt not that the n
deferred income tax assets will be realized. A atidun allowance is provided for the amount of defdrincome tax assets
considered to be realizable.

The Company may incur additional tax liability imetevent of intercompany dividend distributionsitsysubsidiaries. Su
additional tax liability in respect of these fomeigubsidiaries has not been provided for in thesm€ial statements as it is
Company’s policy to permanently reinvest the subsigls’ earnings and to consider distributing dividendsyanlconnectio
with a specific tax opportunity that may arise.

Taxes that would apply in the event of disposalneEstments in a foreign subsidiary have not bedert into account
computing the deferred taxes, as it is the Commaimgéntion to hold, and not to realize, these $twents.

Advertising

Costs related to advertising and promotion of potelare charged to sales and marketing expensecasdd. Advertisin
expenses were approximately $0.8 million for the rsionth period ended December 31, 2013 and $1.lomiand $0.
million for the years ended June 30, 2013 and 2fHshectively.

Net loss per share

Basic and diluted net loss per share is computediligling the net loss for the year by the weighé®drage number of sha
of common stock outstanding during the year. THeutation of diluted net loss per share exclude®piial share issuances
common stock upon the exercise of share optionsawe and convertible loans, as the effect is-dihitive.

For the six month period ended December 31, 204 8yedl as the years ended June 30, 2013 and 2DXhazaes of commc
stock underlying outstanding options, warrants,veotible loans and restricted stock have been eedurom the calculatic
of the diluted loss per share since their effect waatidilutive. The total number of share of common stoelated t
outstanding options and warrants and restricteckstacluded from the calculations of diluted logs phare were 8,431,2
for the six month period ended December 31, 2048,89006,837 and 8,117,577 for the years ended 3an2013 and 201
respectively.
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Segment reporting

The Company has one operating and reportable seagmen

Fair value measurement:

The Company measures fair value and disclosesdlie measurements for financial assets and liggsiliFair value is bas
on the price that would be received to sell antassgaid to transfer a liability in an orderly misaction between marl

participants at the measurement date.

The accounting standard establishes a fair valeiatuhy that prioritizes observable and unobseevatguts used to meas
fair value into three broad levels, which are dibsct below:

Level 1: Quoted prices (unadjusted) in active merkieat are accessible at the measurement dasssets or liabilities. Tl
fair value hierarchy gives the highest priorityLgvel 1 inputs.

Level 2: Observable prices that are based on inpttguoted on active markets, but corroboratechbyket data.

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

In determining fair value, the Company utilizesuatlon techniques that maximize the use of obsézviabuts and minimiz
the use of unobservable inputs to the extent plesaifd considers counterparty credit risk in itsegsment of fair value.

Put warrants

Put warrants that embody an obligation to repurelitae Companyg' equity shares, or are indexed to such an obdigatine
that require or may require the Company to seltée dbligation by transferring assets are within shepe of Accountir
Standards Codification (“ASC”) 480-10-Z-and are recognized as a liability and measutddiravalue at each reporti
date, with changes in fair value recorded in egsiisee Note ¢

Beneficial conversion feature“ BCF")

When the Company issues convertible debt, if theksprice is greater than the effective convergidoe (after allocation
the total proceeds) on the measurement date, theecsion feature is considered "beneficial" to Hwdder. If there is n
contingency, this difference is treated as issupdtg and reduces the carrying value of the hobt;dbe discount is accret
as deemed interest on the debt. See Nc

Embedded derivatives

Embedded derivatives in debt contracts that arelearly and closely related to the host debt #tedated and accounted

separately. Those embedded derivatives are meaatifait value each reporting date, with changefiinvalue recorded
earnings. See Note 6.
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w. Allocation of issuance proceeds
When debt is issued with other components thasalbsequently measured at fair value, the proceedallacated first to su
components (such as warrants and embedded deesativthe debt that require bifurcation at their falues) then tk
residual amount of the proceeds to the debt. Whieer @omponents are classified in equity, the prdseare allocated ba:s
on relative fair values. See Note 6.
NOTE 3 - FAIR VALUE MEASURMENT
Items Measured at Fair Value on a Recurring Basis

a. The following table summarizes the balances fors¢hdinancial liabilities where fair value measuretseare estimatt
utilizing Level 2 and Level 3 input

December 31

Level 2013 June 30, 201: June 30, 201z
(% in thousands)
Anti- Dilution Rights 3 $ 15¢ $ $
2012 Warrants at fair valt 2 1,70¢
Embedded derivative 3 49
$ 15€ $ 1,75t

The Company values Level 3 Anti- Dilution Rightsngsan internally developed valuation model, whiogrits include potential equity
transactions (such as fund raising and share lmsars), probability of completing successful fuaing during the relevant period and sl
prices.

In connection with the classification of the 2012Ménts (as defined in Note 6) to equity, see Mote

b. The following tables summarize the activity for skedfinancial liabilities where fair value measuraiseare estimated utilizil
Level 3 inputs

Anti -Dilution Embedded
Rights Derivative
(% in thousands)
Balance as of July 1, 2011 $ - 9 -
Issuance: 8
Total losses (gains) (realized and unrealizedluofed in earnings - Financial
expenses (income), n 41
Balance as of June 30, 2012 $ - $ 49
Total losses (gains) (realized and unrealizedluifed in earnings - Financial
expenses (income), n 1,47¢ (19
Settlement by issuance sha (1,47%) -
Conversion of convertible de (30)

Balance as of June 30, 201
Total losses (gains) (realized and unrealizedluofed in earnings - Financial

expenses (income), n 20C
Settlement by issuance shares (44)
Balance as of December 31, 20: $ 15¢ $ 3
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Level 3 liabilities include an embedded derivatretated to the Comparg'2012 Convertible Debentures (as defined in
6a). The Company values the Level 3 embedded dmsevaising an internally developed valuation modehose inpui
include recovery rates, credit spreads, stock griaed volatilities, as described below.

The fair value of the warrants included in Levé$ 2stimated using the Black & Scholes model.

For a discussion regarding the calculation of #ievalue of the 2012 Warrants as of the transaalimte, as of June 30, 2(
and as of the Closing Day (as defined in Note €3, Mote 6.

As of the Closing Day, the Company recalculatedfttievalue of the embedded derivative of the 20¥@rrants using tt
following assumptions: the Company's credit sprafa2B.5%, the Company's recovery rate of 49.8%,afhf% probability c
non-financial event of default.

The carrying amounts of financial instruments ideld in working capital approximate their fair valegher because the
amounts are presented at fair value or due todlagively shortterm maturities of such instruments. The carryingpant o
the Company’s other financial long-term assetsathdr financial longerm liabilities (other than the debentures) apjmae
their fair value. The fair value of the Loan (adinked in Note 6) approximated its carrying amount.

NOTE 4 - PROPERTY, PLANT AND EQUIPMENT

a. Composition of assets, grouped by major classificat is as follows
December 31 June 30,
2013 2013 2012
($ in thousands)

Cost:

Computer equipmer $ 19¢ $ 167 $ 142

Office furniture and equipmel a0 9C 83

Machinery and equipme 891 78€ 59¢

Leasehold improvements 184 141 111

1,36¢ 1,18¢ 934

Less - accumulated depreciation and amortization (712) (634) (472)
Net carrying amour $ 65z $ 55C $ 462
b. Depreciation and amortization expenses totaledceapately $78,000 for the six month period endedéeber 31, 2013 a

approximately $162,000 and $120,000 for the yeaded June 30, 2013 and 2012, respecti
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NOTE 5 - LIABILITY FOR EMPLOYEES RIGHT UPON RETIREM ENT

Israeli labor law generally requires payment ofesamce pay upon dismissal of an employee or upaomiriation of employment
certain other circumstances.

Pursuant to section 14 of the Israeli Severance geosation Act, 1963, some of the Companginployees are entitled to h
monthly deposits, at a rate of 8.33% of their mhn#lalary, made in their name with insurance congmrPayments in accordal
with section 14 relieve the Company from any futsegerance payments to these employees.

The severance pay liability of the Company for ithst of its employees, which reflects the undistedmmount of the liability,
based upon the number of years of service andathstimonthly salary. The severance pay liabiitpartly covered by insurar
policies and by regular deposits with recognizedesance payment funds. The Company may only witkdiands previousl
deposited for savings in connection with the paynuérseverance. The severance pay expenses wemexapately $139,000 fq
the six month period ended December 31, 2013 arid,$80 and $177,000 for the years ended June 3B 2add 201.
respectively.

Defined contribution plan expenses were approxim&®68,000 for the six month period ended Decendier2013 and $208,0
and $206,000 for the years ended June 30, 2012612, respectively. Gain on amounts funded witlpeesto employee rigt
upon retirement totaled to approximately $15,00CtHe six month period ended December 31, 201358200 and $1,000 for t
years ended June 30, 2013 and 2012, respectively.

The Company expects contribution plan expense814 20 be approximately $335,000.

NOTE 6 — LOANS

2012 Convertible Loa

On April 5, 2012, the Company issued senior secaceertible debentures (the “2012 Convertible Detes”)due April 5, 201
in the original aggregate principal amount of $02,128 and five-year warrants (the “2012 Warrantis'purchase an aggregatt
835,866 shares of its common stock at an exerdise pf $7.20 per share in a private placementsaation in exchange 1
aggregate gross proceeds of approximately $11omillThe 2012 Convertible Debentures beared intateah annual rate of ¢
(payable quarterly beginning on July 1, 2012) armdeconvertible at any time into shares of comntooksat an initial conversic
price of $7.00 per share.

The relevant features of the 2012 Convertible Dabves and 2012 Warrants at the time of issuancelamenarized below:

a. 2012 Convertible Debentures
1. Conversion and contingent convers
The 2012 Convertible Debentures, including accriméerest on such 2012 Convertible Debentures, werwertible at ar
time, in whole or part, at the option of the hoklémto shares of common stock at an initial corieargrice of $7.00 pi

share, subject to adjustment for stock splits, fumental transactions or similar events and an iaddit conversio
adjustment described below.
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The number of conversion shares issuable uponzecsion was determined by the quotient obtainedibiging (x) the sur
of (a) the outstanding principal amount to be cotd (b) at the option of the holder, a portionatirof any accrued au
unpaid interest to be converted and (c) the comwedjustment amount by (y) the conversion price.

The “conversion adjustment amountas calculated by multiplying the principal amotneing converted by a fraction,
numerator of which is (a) the number of days eldpisem the original issue date multiplied by (b21917808; and tt
denominator of which is 100. The maximum numbedays elapsed to be used in calculating the cororeradjustmel
amount was not permitted to be greater than 548 degardless of the actual number of days elapsed the original isst
date.

The Company had the right to force conversion ef2812 Convertible Debentures if the closing bidgof the Compang’
common stock equaled or exceeded 165% of the csioveprice for twenty consecutive trading days, mieimum daily
trading volume for such period was $1,100,000,chlthe shares of the common stock underlying th&22CGonvertibl
Debentures during such period were either regidtéyeresale with the Securities and Exchange Casian or eligible fc
resale pursuant to Rule 144 and there was no e¥elefault or existing event which, with the passafjtime or the giving «
notice, would have constituted an event of defexited during such period.

The 2012 Convertible Debentures contained certaiitdtions on conversion. No conversion by a holdeis permitted i
after giving effect to the conversion, such holeuld have beneficially owned in excess of 4.99%the# Company
outstanding shares of common stock. This percertagkl have been increased to a percentage noicted 9.99%, at tl
option of such holder, except any increase woutchawe been effective until 61 days’ following retito the Company.

The 2012 Convertible Debentures impose penaltigh@Company for any failure to timely deliver ashares of its commi
stock issuable upon conversion.

2. Events of default and holc's contingent redemption optit

If there was an event of default as stipulatechenagreement, then by election of the holders hgldi least 60% of the 20
Convertible Debentures, the Company was requireddeem all of the 2012 Convertible Debenturesashdor 112% of tf
outstanding principal, together with all unpaid aaxtrued interest, all interest that would havenbgayable through tl
maturity date and any other amounts due under @32 Zonvertible Debentures (such amount, thtaridatory Defau
Amount”). The Mandatory Default Amount was to accrue intemdst rate of 24% per annum commencing on the
calendar date following the relevant event of difau
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3. Holder's noncontingent redemption opti

Commencing 18 months following the original issuadate of the 2012 Convertible Debentures, thednsldad the right
require the Company to redeem all or a portiorhef2012 Convertible Debentures, for a price equall2% of the amount
principal to be redeemed plus all accrued but uhjmderest and other amounts due under the 2012eZiilnle Debentures.

4. Compan’s noncontingent redemption opti

Commencing 6 months following the original issuadage of the 2012 Convertible Debentures, the Compad the right 1
redeem all or a portion of the 2012 Convertible &ehres for a price equal to 112% of the amounprafcipal to b
redeemed plus all accrued but unpaid interest #met amounts due under the 2012 Convertible Debesitu

5. Covenants

The 2012 Convertible Debentures contained certawemants which prohibited or limited the Companghd its subsidiari
ability to, among other things:
« pay cash dividends to its stockholders;
« redeem, repurchase or otherwise acquire more thde minimis number of shares of its common stoc
common stock equivalent
« incur additional indebtedness;
« permit liens on assets or conduct sales of assets;
. effectuate stock splits until April 5, 2013, excéptconnection with an initial listing on a natidreecuritie:
exchange or to meet the continued listing requirgmef such exchang
» cease making public filings under the SecuritiesHaxge Act of 1934, as amended,;
e engage in transactions with affiliates; and
« amend its charter documents in a way that woulderigdly and adversely affect any holder of the :
Convertible Debenture

6. Pro rata distributions

If the Company, at any time while the 2012 ConwdetiDebentures were outstanding, distributed tdaldlers of commc
stock evidences of its indebtedness or assetaudimg cash and cash dividends) or rights or wasrémtsubscribe for

purchase any security other than the common stbek, upon any conversion of the 2012 Convertiteébdhtures, the holc
would have been entitled to receive such distrdyutd the same extent that the holder would hatieeifholder had held t
number of conversion shares issued upon such csinweof the 2012 Convertible Debentures immediabetiore the date «
which a record was taken for such distribution,ibno such record was taken, the date as of wihiehrecord holders

shares of common stock were determined for thecgaation in such distribution.
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b. 2012 Warrants

1.

Exercisability

The 2012 Warrants, upon issuance were immediat@&ycisable and, in the aggregate, entitle the mslte purchase 1
to 835,866 shares of common stock. The 2012 Warttaad an initial exercise price of $7.20 per slpagable in cas
The 2012 Warrants would have expired on April 5,20

Similar to the 2012 Convertible Debentures, the220arrants also contained limitations on exerdise tvould cause tl
holder to beneficially own in excess of 4.99% @&@%% of the Company’s outstanding common stock.

Anti-dilution protection

The exercise price of the 2012 Warrants and thebeurof shares issuable upon exercise of the 201&tams wer
subject to adjustments for stock splits, combimeior similar events.

“ Most favored natic”

The 2012 Warrants were also subject to an adjustmersuant to which, in the event that the Compiasyes or we
deemed to have issued certain securities with ténatsare superior to those of the 2012 Warraxisg with respect
exercise price and warrant coverage, the supeeiong would have automatically been incorporated thie 201
Warrants (a "Most Favored Nation Adjustment").

Contingent holder redemption opti

Upon the occurrence of a transaction involving angfe of control that was (i) an all cash transact{d) a “Rule 13e3
transaction” as defined in Rule 13ainder the Securities Exchange Act of 1934, asnded or (iii) involving a persc
or entity not traded on a national securities ergea the holders of the 2012 Warrants had the,raiiong others,
have the 2012 Warrants repurchased for a purchiczeip cash equal to the Bla8choles value of the then unexerc
portion of the 2012 Warrants.

Pro rata distributions

Similar to the 2012 Convertible Debentures, the 20arrants allowed exercising holders to parti@pat pro rat
distributions.

Public information failure
If the Company failed for any reason to satisfy therent public information requirement under Ru#4(c) then, i

addition to any other remedies available to theléwd, the Company was required to pay to the heldercash, parti
liquidated damages as set forth in the agreement.
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c. Transaction costs

In connection with the Transaction, the Companydpasuance costs, including placement agent anal legs, c
approximately $1,200,000, and issued five-year avds (“2012 Placement Agents Warrants'purchase 78,078 sha
of the Company’s common stock at an exercise @ficky.20 per share to the placement agent.

d. Accounting treatment
1. 2012 Warrant:

The Company determined, based on the provisiosS@ 480-10-258, that equity classification of the 2012 Warr:
was precluded because of the redeemable optidmedidlders in the event of a change in controtértain conditions
which is an event that is not within the Compangontrol. Accordingly, the 2012 Warrants were siféed as a liability i
the consolidated balance sheets at June 30, 2@Léhaasured at fair value at each reporting pefibd. fair value of th
2012 Warrants as estimated using the Black-Scivalesition model. See Note 2t.

In calculating the fair value of the 2012 Warrafitsluding the 2012 Placement Agents Warrants)henttansaction de
and at June 30, 2012, the Company used the foltpwassumptions: expected term of 5 and 4.76 yeaspectively
expected volatility of 66.1% and 69.6%, respectiveisk-free interest rate of 1.01% and 0.72%, respectjivaly
dividend yield of 0%.

As of the closing day of the Exchange Agreemenrg @eo Note 6) the Company recalculated the fdirevaf the 201
Warrants by using the following assumptions: expederm of 3.79-4 years , expected volatility of588-64.7%, risk-
free interest rate of 0.52%-0.78% and dividenddyal 0%.

2. 2012 Convertible Debentur:

In accordance with ASC 470-20, “Debt with Convensamd Other Optionsthe Company determined that a BCF exi
at the issuance date of the 2012 Convertible Deipesit The BCF amounting to approximately $3,790086 recorde

in equity.

In addition, the Company analyzed the holdemitingent redemption option based on the guidatipalated in Topi
815, and concluded that the holdecsgntingent redemption option is not clearly andselg related to the debt h
contract. Thus, the Company bifurcated and accdufde it separately as an embedded derivative dassified it
together with the 2012 Convertible Debentures,tsnstatement of financial position. This embeddedvdtive wa
measured at fair value at each reporting perioce fir value of the embedded derivative is estighaising th
binominal valuation model.

In addition, the Company analyzed the holdershcontingent redemption option and determined tihatprepayme

options were clearly and closely related to thet deldst contract and should not have been bifurckmd the 201
Convertible Debentures.
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The gross proceeds amounting to approximately $01000 from the 2012 Convertible Debentures tratimaavere
allocated as follows:

« 2012 Warrants at fair value - approximately $2,800,based on their fair value;

« embedded derivative - approximately $8,000 baseitkdair value; and

« 2012 Convertible Debenturesapproximately $8,185,000 based on the residual amaiter the allocation of oth
components as described abc

In addition, an amount of approximately $3,790,0@3 recognized as a BCF against the 2012 Conweiliebentures.

The 2012 Convertible Debentures were subsequendlgsaored at amortized cost on the basis of theteffemnteres
method over the loan period until the maturity date

Transaction cost

Direct transaction costs of approximately $1,39@,G0hich included the placement agents fees an@@i@ Placeme
Agents Warrants valued at approximately $262,00@fathe transaction date, as well as other issuaosts, wer
allocated to the various instruments associatedh wie 2012 Convertible Debentures pata to the amount su
instruments were recorded as of the transactioa. ddte amounts that were allocated to the 2012 &ntgrat fair valu
and embedded derivative were recorded in “Finaneigbenses”’and the remainder amounting to approxims
$1,037,000 was recorded as “Deferred debt issuemsts”in the consolidated balance sheets and amortizedtbe loa
period using the effective interest method un# thaturity date.

Exchange and amendment agreen

On April 9, 2013, the Company, entered into an arge and amendment agreement with the holderedEtimpanyg
2012 Convertible Debentures due April 5, 2014 asdsabsequently amended on April 15, 2013 (tBxchang
Agreement”).Simultaneously with the closing of the Offering @efined in Note 9a), the Company consummate
transactions under the Exchange Agreement on April2013 (the "Closing Day"). Pursuant the ExchaAgesemer
and in full satisfaction of the Company’s obligatsounder the 2012 Convertible Debentures, the Coympa

. repaid $8,787,234 in cash;

o issued 2,159,574 shares of common stock to thestwlof the 2012 Convertible Debentures, refleciingpnversio
price of $2.00 per share for the remaining unpaidipn of the 2012 Convertible Debentur

« issued five year warrants to the holders of the22C@bnvertible Debentures to purchase an aggredat®3H09:
shares of common stock for $3.00 per sh*$3.00 Warrant");
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In accordance with the provisions of ASC 4@-the terms of the Exchange Agreement were cereidto be &
induced conversion and the retirement of the 20@@vertible Debentures was accounted for as if BE22Convertibl
Debentures had been converted according to thigiinat conversion price of $7 valued at $3,538,7PBis value wa
compared to the fair value of the consideratiord fiai the holders of the 2012 Convertible Debentuireduding thi
2,159,574 shares issued (which reflected a cororengiice of $2.00 per share) that were valued a®834595, th
$8,787,234 of cash paid to the holders of the 2ZDddvertible Debentures and the $3.00 Warrants dadt$568,098. £
a result, the Company incurred approximately $9iiam of expenses in connection with the Exchafggeemer
which were recorded in "Financial expenses (incomef' within the consolidated statements of openat

In calculating the fair value of the $3.00 Warrartkee Company used the following assumptions: @éndlyield of 09
and expected term of 5 years; expected volatiit§836; and risk-free interest rate of 0.71%.

In connection with the Exchange Agreement the Campanortized the deferred debt issuance costseXpenses
amounting to approximately $641,000 were recordéetdFinancial expenses (income), net" within thesmidated
statements of operations.

In addition, pursuant to the Exchange AgreemeertGbmpany:

« amended the securities purchase agreement putsuahtch the 2012 Convertible Debentures were pailly issue:
to prohibit the Company from issuing securitiestadring ant-dilution protective provisions; ar

« amended the 2012 Warrants to (i) eliminate the Memstored Nation Adjustment and (ii) provide thatoope
fundamental transaction, the holders of such wisraill now have the right to cause the Compangefmrchase tt
unexercised portion of such warrants at their Bi8ckoles value on the date of such fundamental acios
payable in shares of common stock, rather thaash as was previously provide

The Company determined, based on the provisiosS&@ 480-10-258, that following the amendment to the 2012 Was
described above, equity classification is no longecluded and accordingly, the 2012 Warrants hlat approximate
$314,000 as of the Closing Day of the Exchange dment were classified from a liability to equity tine consolidate
balance sheets.
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2013 Security and Loan Agreeme

a.

Loan and Security Agreement

On October 23, 2013, the Company and InspireMD etdered into a Loan and Security Agreement (tteah and Securi
Agreement”) pursuant to which a lender made a term loan tc€Citrapany and InspireMD Ltd. in the aggregate amofiftL(
million (the “Loan”). The annual interest rate on the Loan is prime ghs but shall not be reduced below 10.5%. Payr
under the Loan and Security Agreement are for titerést portion only for 9 months, followed by 3@mthly payments «
principal and interest through the scheduled migtdidte on February 1, 2017. The Company and lelstir Ltd.’s obligation
under the Loan and Security Agreement are secwedl grant of a security interest in all of the Camys and InspireMl
Ltd.’s assets (other than their intellectual proyer

The Company is permitted to prepay all or a portibthe Loan. However, any prepayments of the Ledhbe subject to
penalty of (i) 2%, if the prepayment occurs withiih months of the Loan being requested by the Cognpad InspireMD Ltc
(the “Advance Date"),ii) 1%, if the prepayment occurs between 12 andndths after the Advance Date, and (iii) 0.59
the prepayment occurs more than 24 months aftehdvance Date. The Company and InspireMD Ltd. al$lo pay the lend
an aggregate end of term charge (the “End of Telharge")of $500,000 when the Loan is paid in full or mature additior
upon the occurrence of a change in control, the g2omy shall prepay the outstanding amount of atigipal and accrue
interest through the prepayment date and all unigaiders fees and expenses accrued to the date of thgmepéa (includin
the End of Term Charge) together with the penattiiated above.

Warrant Agreement

On October 23, 2013, in connection with the Load &wecurity Agreement, the Company issued the leademarrant t
purchase 168,351 shares of common stock at a faee sixercise price of $2.97 (the “ 2013 Warranthe Warrant i
immediately exercisable and has a five year terhe 2013 Warrant may also be exercised on a cashéess. The exerci
price of the 2013 Warrant and the number of shs®sble upon exercise of the Warrant are subjeatifjustments for sto
splits, combinations or similar events.

Upon the occurrence of a transaction involving angfe of control of the Company in which the consitlen is either all ca:
or securities that are either registered for salam exchange or quotation system or otherwisestnoted, the Warrant, to t
extent not previously exercised, may be exchangeithe holdes request, for the consideration, to be paid byattwpuirer, the
the holder would have received, less the exeraise,thad the holder exercised the Warrant immeljigdrior to the change
control. For all other changes of control of ther@any, the 2013 Warrant will be assumed by theessmr or surviving enti
with similar rights to the 2013 Warrant as if itthiaeen exercised immediately prior to the changmofrol.
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Security Documents

On October 23, 2013, InspireMD Ltd. issued the &nd Fixed Charge Debenture and a Floating Chargeetur
(collectively, the “Israeli Security Agreementsfj)order to create a security interest in all thsets and property of Inspirel
Ltd., securing the Company’s and InspireMD Ls$ddbligations under the Loan and Security Agreemkmtaddition, o
October 23, 2013 and November 8, 2013, the Compatsred into Deposit Account Control Agreementdulite lender ar
two banking institutions in the US (the “Depositodeint Control Agreements”) in order to perfect léxeders security intere
in the Companys bank account. Pursuant to the Loan and Secugtgeinent, the Israeli Security Agreements and #ygoBi
Account Control Agreement, the Compasgbligations to the lender are secured by agistity perfected security interest
all of the assets and properties of the CompanylasgireMD Ltd., other than the intellectual prageof the Company atr
InspireMD Ltd.

The Company is required under the Loan and SecéAgmeement to maintain at all times in the bankoacts under tf
Deposit Account Control Agreements, cash and cgslivalents, in each case unrestricted and unenagupm an aggrege
amount of at least the lesser of (a) an amountleéquane hundred percent (100.0%) of the then antiihg principal amou
of the Loan and (b) an amount equal to seventy-fieecent (75.0%) of the aggregate amount of althef Companye
worldwide cash and cash equivalents

Accounting treatment

The Company evaluated whether the 2013 Warrantsbeadlassified as equity and determined that ecqulégsification i
appropriate. Accordingly, proceeds from the Load 2013 Warrant were allocated to the two elemeaseth on the relati
fair value. The portion of the proceeds so allogatethe 2013 Warrant, of approximately $280,008 wecorded in additior
paidin capital. The portion of the proceeds so allodai® the Loan, of approximately $9.7 million (befodeduction c
approximately $237,000 of issuance costs) was decbin long term liabilities.

The Loan was subsequently measured at amortizécbndbe basis of the effective interest method e¢he loan period un
the maturity date.

Direct transactions costs of approximately $237,8@€re allocated to the Loan and the Warrantsratato the amount su
instruments were recorded as of the transactiog. ddite amounts that were allocated to the Warnaats deducted from t
Warrants and the amount related to the Loan wasded as "Deferred issuance costs" in the condelidaalance sheets an
amortized over the loan period using the effectiterest method until the maturity date.

The Company has evaluated and concluded that thgaidment options and the prepayment under an @fe@Ghange i
control are clearly and closely related to the dedstt contract and thus should not be bifurcatechfthe debt host.

In addition the Company evaluated whether the defaterest mechanism, as defined in the Loan ascufty Agreemen

results in an interest rate derivative that shdaddifurcated and determined that based on thegioog of ASC 815-15-23;
an interest rate derivative should not be bifurdate
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As of December 31, 2013, the future principal pagta@bligation for the Loan were as follows:

($ in thousands

Year Ended December 3

2014 $ 1,181
2015 3,80¢
2016 4,23¢
2017 77¢€

$ 10,00(

NOTE 7 - RELATED PARTIES TRANSACTIONS

a.

In January 2009, InspireMD Ltd. signed a deise agreement with a company controlled by adomwifficer and director, fi
a period of 12.5 months, for a monthly rent paym&napproximately $1,000. In 2010, the rent peneak extended for i
additional year, and the rent payments increasetOby. In 2011, the rent period was extended foadditional year, throu¢
February 2012. The s-lease agreement was not renew

Prior to December 1, 2011, the Compan€EO and president were treated as consultantheAtequest of the compensa
committee, the Company’CEO and president at the time agreed, effectvaf ®ecember 1, 2011, to be treated as empl
for purposes of paying their salary and benefathar than as consultants under their consultimgesgents. In addition, t
Companys CEO and president agreed to formally terminagé ttonsulting agreement upon the execution ofrapleymen
agreement with the Company on substantially theesmms as their consultancy agreements. A newaymant agreemel
however, was never executed with either pz

On June 1, 2012, the Company's former presideigred. Following his resignation, as presidenteetff/e June 1, 2012, t
Company's former president remained on the Companyard of directors. In connection with the reatgm, the Compar
and its former president entered into a consuliggeement, pursuant to which, among other thirtgs,former preside
agreed to provide the Company with consulting sewifor a period of six months, terminating on Nuofer 30, 2012,
exchange for payments by the Company of approxi;n&®0,000 per month. The consulting agreement sudssequent
extended until February 201

On January 3, 2013, the Company's CEO at the tasgmed as CEO (the "Former CEO"). The Former CH&exjuent!
continued to serve as a member of the Comabgard of directors. In accordance with the teofns Separation Agreeme
and Release, the Company paid the Former CEO $210568ix months.

On January 3, 2013 and in connection with the Foi@teC’ s resignation, the Company appointed a new C
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In connection with the appointment of the CEO, @ampany entered into an Employment Agreement (E@ploymen
Agreement”)with the CEO. Under the Employment Agreement, tHeOCs entitled to an annual base salary of at
$450,000. The CEO is also eligible to receive amuahbonus of at least $275,000 upon the achieveofereasonable tarc
objectives and performance goals, to be determimgdhe board of directors (see Note 14). In acamdawith thi
Employment Agreement, on January 3, 2013, the Cosnpganted the new CEO a nonqualified stock optmmpurchas
525,927 shares of the Compasigommon stock, made pursuant to a Nonqualifiedk3@ption Agreement, an incentive st
option to purchase 74,073 shares of the Comgaogmmon stock, made pursuant to an Incentive SByation Agreemer
and 400,000 shares of restricted stock, which abgest to forfeiture until the vesting of such #mrmade pursuant tc
Restricted Stock Award Agreement (the “Restrictédck Agreement”).The options have an exercise price of $4.05, v
was the fair market value of the Compangbmmon stock on the date of grant. Both the aptend the restricted stock w
originally subject to a three-year vesting periabtjsct to the CEO's continued service with the Camyp with one-thirtysixth
(1/36th) of such awards vesting each month. See Blofl13).

On April 24, 2013, the Company and the CEO ameredaah of (i) Employment Agreement and (ii) Restdc&ock Awari
Agreement in order to change the vesting of theiodsd stock awarded to the CEO thereunder fromtiryg vesting to annu
vesting.

The CEO has an option to deliver a number of shartsan aggregate fair market value that equalexgeeds (to avoid t
issuance of fractional shares) the required takhueiiding payment resulted from the vesting of thatnicted stock or from tl
exercise of the options. As of December 31, 20130® shares were withheld by the Company to satisftywithholdin¢
obligations. The payment, amounting to $27,685, dethucted from equity.

On or before December 31 of each calendar yeaCH@ will be eligible to receive an additional grahequity awards equ:
in the aggregate, to up to 0.5% of the Compsuagtual outstanding shares of common stock oddtesof grant, provided tt
the actual amount of the grant will be based orablievement of certain performance objectivesstabéished by the boa
in its reasonable discretion, for each such caleypear.

If, during the term of the Employment Agreemeng €EQ's employment is terminated upon certain d¢immdi as stipulated
the agreement, the CEO will be entitled to recemgain benefits as stipulated in the agreement.

On April 25, 2013, the CEO was granted options tecpase shares of the Company's common stock dsasveéstricte
shares. See Note 9b.

On January 29, 2014, the Companyioard of directors approved an annual bonus 8820 the CEO in the amount
$275,000 and granted the CEO options to purcha8¢639 shares of the Compasycommon stock as well as 182,
restricted shares, See Note 14.

A director of the Company was granted 125,000 ogtim purchase shares of the Compamygmmon stock in the six mol
period ended December 31, 2013. See Not:
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f  Balances with related partie

December 31 June 30,
2013 2013 2012
($ in thousands)

Current liabilities:
Trade payabl $ 22
Other accounts payak $ 355 $ 25C $ 45

g. Transactions with related parti

6 month
period ended
December 31 Year ended June 30,
2013 2013 2012
($ in thousands)
Expenses
Shar-based compensatic $ 1,29: $ 2,97 % 9,517
Salaries and related expen 557 531 30t
Consulting fee: 82 40C 39:
Rent income (21)

NOTE 8 - COMMITMENTS AND CONTINGENT LIABILITIES
a. Lease commitments

1) On December 13, 2011, the Company entered intaselagreement for a facility in Israel, which egpiin Decemb
2014. The Company has the option, under the agmenoeextend the agreement for two additional ywar periods, fc
a total of four years

On March 13, 2012, the Company entered into a legseement for another facility in Israel, whictpigs in Marcl
2014. The Company has the option, under the agmeeneeextend the agreement for two additional ywear periods, fc
a total of four years. On February 27, 2013, then@any gave a 90 days' notice period as stipulatetie agreeme
which was extended until June 30, 2013, to cantsdease agreement for the Company’s existing prmiu facilities.

In January 2013, the Company entered into a legieement for its facilities in the U.S which exgiia January 2014.
In December 2013, the Company entered into a lageement for its new facilities in the U.S whioctpiees in Februal
2018. The Company has the right to terminate thedeagreement at the end of the third lease year @pnonths pric
written notice, as stipulated in the agreement.

Rent expense included in the consolidated statesm@nbperations totaled approximately $180,000tha six mont
period ended December 31, 2013 and approximate3@,$80 and $220,000 for the years ended June 3@, 206d 201:
respectively.

As of December 31, 2013, the aggregate future mimntease obligations for office rent under reamcelable operatil
lease agreements were as follows:
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($ in thousands

Year Ended December 3

2014 $ 38t
2015 10:s
2016 10€
2017 91

s e

2) The Company leases its motor vehicles underadipgr lease agreements. As of December 31, 20&3adfyregate nen
cancelable future minimum lease obligations foranethicles were approximately $43,0i

License Agreement:

In March 2010, the Company entered into a licerggeamnent to use a stent design (“MGuard PrimeTMRUrsuant to tf
agreement, the licensor was entitled to receivaltgypayments of 7% of net sales outside the UnS&tes and, for sa
within the United States, royalty payments as fefio 7% of net sales for the first $10,000,000 df sedes and 10% of r
sales for net sales exceeding $10,000,000.

On October 20, 2012, the Company, InspireMD Ltd #re licensor entered into an amendment (the t'Binsendment") t
License Agreement, which amended the license agreedescribed above. Pursuant to the First Amentraerongst oth:
things, the licensor agreed to reduce the royaitgdbwith respect to sales of MGuard Prime to 2.9%lloet sales both insi
and outside the U.S. in exchange for (i) InspireMB. waiving $85,000 in regulatory fees for the ®I&rk that were owed |
the licensor to InspireMD Ltd., (ii) InspireMD Ltdnaking full payment of royalties in the amount&#05,587 due to tl
licensor as of September 30, 2012 and (iii) 215,6i0éres of the Comparsytcommon stock, that were valued at the clc
price of the common stock on October 19, 2012 a2G®er share. The total amount paid to the licemgs valued
$1,848,000, inclusive of the shares issued asasethe $85,000 waiver, and was allocated as follapgroximately $930,0(
was allocated to royalties’ buyout and approxima$818,000 was allocated to “research and developnespenses based
the MGuard Prime registration status in the varitersitories. The royaltiesbuyout amortization is calculated using
economic pattern of the Company’s estimated furerenues over the estimated useful life of the lt@s buyout. Thi
amortization is recorded in “Cost of Revenues'ha tonsolidated statements of operations.

On August 22, 2013, the Company, InspireMD Ltd. #relLicensor entered into an amendment to thensie\greement (tl
“Second Amendment”pursuant to which the Company and the Licensoreabte amend the royalty fee from 2.9% of all
sales during the term of the agreement to (i) 2%heffirst $10.56 million of net sales from July2013 through June :
2015, provided that the Company makes an advarnadtygayment of $192,000 on the date of the amemdnii) 2.5% o
net sales in excess of $10.56 million from Jul2@13 through June 30, 2015, payable within 45 adyline 30, 2015, a
(i) 2.9% of all net sales beginning on July 1180 The above referenced advance royalty paymenbéen included in loi
term prepaid expenses for the six month period @ficember 31, 2013.
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Royalties accrued for these sales are includedArtéunts payable and accruals —Othas’ of June 30, 2013 and 2C
respectively. Royalties expenses for the six maattiod ended December 31, 2013 amounted to appabeiyn$38,000, ar
for the years ended June 30, 2013 and 2012 amotm&gaproximately $132,000 and $201,000, respdgti

Liens and pledges

1) The Company obligations under the Loan and Security Agreenfastdefined in Note 6) were secured by the s
Security Agreements (as defined in Note 6) andXtbposit Account Control Agreements (as defined @ie\s) on all ¢
the assets and properties of the Company and &MpirLtd., other than the intellectual property bétCompany ar
InspireMD Ltd.

2) As of December 31, 2013, the Company had fixedsliamounting to $93,000 to Bank Mizrahi in connettwith the
Compan’s credit cards

Litigation:

In July 2012, a purported assignee of options ispieMD Ltd. submitted a statement of claim agaitgt Compan
InspireMD Ltd., and the Compars/former CEO and President for a declaratory arffdreement order that it is entitled
options to purchase 83,637 shares of the Compatgimmon stock at an exercise price of $0.76 parestifter considerir
the views of its legal counsel as well as othetdies; the Compang’ management believes that a loss to the Compi
neither probable nor in an amount or range of fbasis estimable.

In December 2012, a former service provider of D GmbH filed a claim with the Labor Court in Boos Aires
Argentina in the amount of $193,378 plus inter€86 (n dollars or 18.5% in pesos), social benefitgal expenses and ft
(25% of the award) against InspireMD Ltd. and InspiD GmbH. The Company's management, after coragiéne views ¢
its legal counsel as well as other factors, reabraerovision of $250,000 in the financial statetador the quarter end
December 31, 2012. The related expense has beemledcto "General and administrative" within thesulidated statemel
of operations. The Company's management estimiaé¢ghe ultimate resolution of this matter couldutein a loss of up -
$80,000 in excess of the amount accrued.

NOTE 9 — EQUITY

a.

Share capital

As of December 31, 2013, the Company has authofiZ®d000,000 shares of capital stock, par valuCGEL per share,
which 125,000,000 are shares of common stock &0@DF)00 are shares of “blank check” preferred stock
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On October 31, 2011, the stockholders approvedatiirorization of the board of directors, in itscdéetion, to amend tl
Amended and Restated Certificate of Incorporatibthe Company to effect a reverse stock split @ @ompanys commo
stock at a ratio of one-for-two to one-ffodr, such ratio to be determined by the boardiadators, which approval allow
the board of directors to effect the reverse sgptk any time prior to the Company’s annual megtifistockholders in 2012.

On December 19, 2012, the Company filed with ther&ary of State of the State of Delaware a Cedi& of Amendment
the Company’s Amended and Restated Certificatenodrporation to effect a one-fémur reverse stock split of its commr
stock (the “Reverse Stock Splityhich decreased the number of common shares issukdutstanding from approximat
72.1 million shares to approximately 18.0 millidrases.

On January 8, 2013, due to the failure of the Camiilzacommon stock to be listed on a national secariiechange on
before December 31, 2012, the Company issued 19&B&res of common stock to the purchasers, ar éissignees, unc
the securities purchase agreement that the Comgratieyed into on March 31, 2011 (the "2011 SPA"ysRant to the 20:
SPA, in the event that the Compasigommon stock was not listed on a national seéesréxchange on or before Decen
31, 2012, the Company was required to issue thehpsers under the 2011 SPA additional shares ofmmomstock equal
10% of the number of shares of common stock orilyirrequired by each such purchaser under the SFPA

On April 16, 2013, the Company consummated an wwitten public offering, pursuant to which it saddtotal of 12,500,0(
shares of common stock (the “OfferingThe price to the public in the Offering was $2.G& phare, and the aggregate
proceeds of the Offering to the Company were apprately $22.6 million, after the underwritersdmmissions and offeril
expenses. On April 11, 2013, following the priciofgthe Offering, the Company’common stock began trading on the N'
MKT.

Following the Offering, the Exchange Agreement andsequent grants of securities, the Company igbigeplurchasers in
March 31, 2011 financing, or their assigns, an egate of 792,884 shares of common stock durin2®ie8 calendar ye:
pursuant to the terms of 2011 SPA that provideddhpvestors with certain arditution protections. The related expense
been recorded to “Financial expenses (income),wittiin the consolidated statements of operations.

b. Share-Based Compensation

1. On March 28, 2011, the board of directors and stolders of the Company adopted and approved theréMD, Inc
2011 UMBRELLA Option Plan (the “Umbrella Plan')ynder the Umbrella Plan, the Company reserved 202&7share
of common stock as awards to employees, consultantsservice providers. At a special meeting ofldtolders of th
Company held on October 31, 2011, the stockholdppsoved an amendment to the Umbrella Plan to adaldditiona
1,382,975 shares of common stock for a total @000 share:
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The Umbrella Plan currently consists of three congmds, the primary plan document that governs\alirds grante
under the Umbrella Plan, and two appendices: (pekglix A, designated for the purpose of grantstefksoptions an
restricted stock to Israeli employees, consultaoticers and other service providers and other-dd®. employee
consultants, and service providers, and (ii) ApjerB] which is the 2011 US Equity Incentive Plamsiynated for tt
purpose of grants of stock options and restrictedksawards to U.S. employees, consultants, andcgeproviders wh
are subject to the U.S. income tax.

The Umbrella Plan is administered by the compeosatommittee of the board of directors. Unless teated earlier b
the board of directors, the Umbrella Plan will eeppn March 27, 2021.

U.S. federal income tax consequences relating ¢otthnsactions described under the Umbrella Plansat forth i
Section 409A of the Internal Revenue Code of 1@8Gmended (the “Codednd treasury regulations in 2004 to regt
all types of deferred compensation. If the requeeta of Section 409A of the Code are not satisfigeferre:
compensation and earnings thereon will be subgetax as it vests, plus an interest charge at tiuerpayment rate pl
1% and a 20% penalty tax. Certain stock options @athin types of restricted stock are subjectdotiBn 409A of th
Code.

Pursuant to the current Section 102 of the IsfBak Ordinance, which came into effect on Januarg0D3, options me
be granted through a trustee (i.e., Approved 1020@%) or not through a trustee (i.e., Unapprove@ Options).

On December 21, 2012, the Company amended its Ulkalftkan to increase the total number of sharesoaimon stoc
issuable under such plan by 1,250,000 shares apdrtoit the awarding of incentive stock optionssuamnt to the U.:
portion of the plan.

On December 16, 2013, the board of directors asukkblders of the Company adopted and approveth#ipreMD, Inc
2013 Long-Term Incentive Plan (the “2013 Plarinder the 2013 Plan, the Company reserved 5,000s0@€es ¢
common stock for awards to employees, officergalars, consultants, and service provid

The 2013 Plan provides for the granting of incemtstock options, nonqualified stock options, stapkreciation right
restricted stock, restricted stock units, perforogaawards, dividend equivalent rights, and otheards; which may t
granted singly, in combination, or in tandem. TB&2 Plan is administered by the Company’s comp&rsabmmittee.

On July 11, 2011, the board of directors of @menpany appointed Mr. Sol J. Barer as a new dirtiirector A”), with
a term expiring at the Compasy2012 annual meeting of stockholders. In conneatitdh his appointment, Director
was granted an option to purchase 250,000 sharbe @@ompanys common stock at an exercise price of $6.00 peste
(the “$6.00 Option”).The $6.00 Option was exercisable immediately uséiptember 30, 2011. In calculating the
value of the $6.00 Option, the Company used theviahg assumptions: dividend yield of 0% and expdderm of 0.1
years; expected volatility of 53%; and -free interest rate of 0.17¢
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In addition, in connection with his appointmentyézitor A was granted an option to purchase 125sb@@es of commic
stock at an exercise price of $10.00 per shareclibsing price of the common stock on the date rahg(the “80.0(
Option”), subject to the terms and conditions of the 20118d8ity Incentive Plan under the Umbrella Plan. $16.0(
Option vests and becomes exercisable in three eaumlal installments beginning on the geer anniversary of the di
of grant, provided that in the event that Direcois either (i) not reelected as a director at @@npanys 2012 annu
meeting of stockholders, or (ii) not nominated feelection as a director at the Compang012 annual meeting
stockholders, the option vests and becomes exbteism the date Director A fails to be reelectedhominated. Th
$10.00 Option has a term of 10 years from the détgrant. In calculating the fair value of the $1®.Option, th
Company used the following assumptions: divideraldydf 0% and expected term of B5¢ears; expected volatility
62%-63%; and risk-free interest rate of 1.67%-1.85%

The fair value of the options granted to Directar using the Blackscholes option pricing model, was approxime
$1,700,000.

On September 28, 2011, Director A exercised the@&ption to purchase 250,000 shares of commork,stesulting it
gross proceeds to the Company of $1,500,000.

On November 16, 2011, the Compan¥oard of directors approved the appointment oé&@or A as the chairman of
board of directors. In connection with his appoietrhas chairman of the board of directors, the Gompssued Direct
A 725,000 shares of common stock and an optionutchase 725,000 shares of common stock at an sgepcice ¢
$7.80 per share, the closing price of the commaogksbn the date of grant. The fair value of thentgd shares
approximately $5.7 million and was recorded as gperse in the consolidated financial statementghferyear ende
June 30, 2012. In calculating the fair value ofsthawards, the Company used the following assumgtidividend yiel
of 0% and expected term of 5.5 years; expectediiylaf 61.6%; and riskiree interest rate of 1.07%. The awards |
terms of 10 years from the date of grant, and #sting terms are as follows: tranche A vests amdine exercisable
twenty four equal monthly installments, trancheariél C vest and become exercisable upon meetingircg@erformanc
conditions. The fair value of the awards, usingBleck-Scholes option-pricing model was approxirta$s.1 million.

On June 18, 2012, the Compasmyoard of directors approved the extension ofdite by which the conditions to -
vesting of tranches B and C must occur. As of Bhe012, the performance condition of tranche B de@emed probat
and the performance condition of tranche C was @edenot probable. As a result, as of June 30, 2012 Compan
continued to record expense related to tranchen Bctordance with the fair value that was calcdlatethe grant dai
Tranche C was treated as a new grant, and the Gonmgadculated the fair value of the new grant oa tlate of th
extension using the following assumptions: dividgredd of 0% and expected term of 5 years; expectdatility of 66%
and risk-free interest rate of 0.69%. The fair ealusing the Black-Scholes optipnicing model was approximate
$192,000.
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On April 11, 2013, the conditions of tranche B waret.
The conditions of tranche C were met in May 2013.

On August 5, 2011 and effective August 8, 20the, Board appointed another two new directors @Btior B” anc
“Director C”). Director B was appointed for a teempiring at the Compang’2012 annual meeting of stockholders
Director C was appointed for a term expiring at @@mpanys 2013 annual meeting of stockholders. In conneaiiith
their appointment, the directors were each graatedption to purchase shares of common stock aixarcise price «
$7.80 per share, the closing price of the commocoksbn the date of grant (the “$7.80 Optionghe grant to Director
was for 25,000 shares and is subject to the temianditions of the 2011 US Equity Incentive P

The grant to Director C was for 6,250 shares amsliigect to the 2006 Employee Stock Option Plasuylaplan of the
Companys 2011 Umbrella Option Plan. The $7.80 Options westbecome exercisable in three equal annuallmstat:
beginning on the one-year anniversary of the dhggant. In the case of Director 8bption, in the event that Director E
either (i) not reelected as a director at the Camjga2012 annual meeting of stockholders, or (ii) nominated fc
reelection as a director at the Companf012 annual meeting of stockholders, the optestsrand becomes exercisi
on the date of Director B’s failure to be reelect@dnominated. In the case of DirectorsGption, in the event tr
Director C is required to resign from the board ¢luenedical reasons, the option vests and becowasisable on tt
date of Director C’s resignation for medical reasdrhe $7.80 Options have terms of 10 years fraddte of grant.

In calculating the fair value of the $7.80 Optioti'e Company used the following assumptions: divitigield of 0% an
expected term of 3-4 years; expected volatility 6¥%-70%; and risk-free interest rate of 0.45%-0.78%

The fair value of the options granted to the abmestioned new directors, using the Black-Schold®ogpricing model
was approximately $118,000.

On August 5, 2011, options to purchase 81,161 stafreommon stock were granted to former direcabis cash exerci
price of $4.92 per share replacing options to paset81,161 shares of common stock held by formectdirs that expire
during the second quarter of 2011. The options teaws of five years. In calculating the fair valokthe options, tr
Company used the following assumptions: dividereldyiof 0% and expected term of 3.5 years; expectdatility of
69%:; and ris-free interest rate of 0.62¢

The fair value of the options granted to the forndiectors, using the Black-Scholes optjamicing model, wa
approximately $424,000.
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6. During 2011, the Company entered into investortieia consulting agreements with investor relatiocompanies 1
provide investor relations services. Pursuant ¢ocibnsulting agreements, in addition to monthhs fieea range of $3,0
to $16,500, the Company issued to the investotioela companies

e a oneyear warrant to purchase 20,290 shares of comnumk stff the Company at an exercise price of $4.9.
share, valued at approximately $21,0

. 12,500 restricted shares of the Company’s commarksvalued at approximately $62,000, and a figar warrar
to purchase 12,500 shares of common stock of thep@oy at an exercise price of $6.00 per shareedah
approximately $30,000; ar

« 6,250 shares of the Company’s common stock, vati&é8,750.

The Company recorded share-based compensationsegpeh$181,750 related to these issuances.

7. OnJanuary 30, 2012, the Company appointed adirewtor (“Director D")to its board of directors. In connection with
appointment, the Company issued Director D an aptiopurchase 25,000 shares of its common stoclchwiill vest
onethird annually in 2013, 2014 and 2015 on the ansiy of the date of grant, provided that if hé)isiot reelected ¢
a director at our 2014 annual meeting of stockhslder (ii) not nominated for reelection as a dioe@t our 2014 annt
meeting of stockholders, the option vests and besogmercisable on the date of such failure to eleceed or nominate:

In calculating the fair value of these options, bempany used the following assumptions: divideradyof 0% an
expected term of 5.5-6.5 years; expected volatdityp8%-60%; and risk-free interest rate of 1.01%6%. The optior
have terms of 10 years from the date of grant, taedfair value of the options, using the Black-3ebaptionpricing
model, was approximately $106,000.

8. On June 18, 2012 the Compaspoard of directors issued Directors A, B, C andgdiions to purchase 12,500 share
common stock at an exercise price of $3.16 perestthe closing price of the common stock on thes ddtgrant. i
calculating the fair value of these options, themPany used the following assumptions: dividend dyief 0% an:
expected term of 5.5-6.5 years; expected volatdit$5%-66%; and risk-free interest rate of 0.786%7%. The optior
have terms of 10 years from the date of grant,lmmbme exercisable in three equal annual instatendine fair value «
the options, using the Bla-Scholes optic-pricing model, was approximately $23,000 e:

9. On August 1, 2012, the Company issued a consuiatins with certain market conditions to purch&8g@00 shares
common stock at an exercise price of $4.72 peresltlae closing price of the common stock on the dagrant

As of December 31, 2013, the first and second hrasevere fully vested. The third and fourth trarschepired on July 3
2013.

F- 34




10.

11.

12.

13.

On August 27, 2012, the Company issued and exteagtons to purchase shares of common stock tmauttant wh
was an immediate family member of the Comf's CEO at the time. See Note "

On September 16, 2012, the Company appointetvadirector (“Director E"}o its board of directors. In connection v
his appointment, on September 21, 2012, the Compssued Director E an option to purchase 25,000eshaf it
common stock at an exercise price of $9 per sliaee;losing price of the common stock on the dagrant.

In calculating the fair value of this option, ther@pany used the following assumptions: dividenddyigf 0% ani
expected term of 5.5-6.5 years; expected volatift$8.4%-69.3%; and risk-free interest rate oP8:8.03%. The optic
has a term of 10 years from the date of grant @uines exercisable in three equal annual instatbn@&he fair value «
the option, using the Black-Scholes option-priaingdel, was approximately $137,000.

On October 20, 2012, the Company issued 215,00@sttd common stock to pursuant to an agreemeht avlicensol
See Note 8t

On January 3, 2013, in connection with the appoéminof the Company's current CEO, the Company gdatiie ne\
CEO a nonqualified stock option to purchase 525,9Bdres of the Company's common stock, made purdoaaz
Nonqualified Stock Option Agreement, an incentiteck option to purchase 74,073 shares of the Cog’s commol
stock, made pursuant to an Incentive Stock OptigreAment, and 400,000 shares of restricted stduichvare subject
forfeiture until the vesting of such shares, madespant to a Restricted Stock Award Agreement.\E#e 7.

In calculating the fair value of the above optidthe Company used the following assumptions: dividgield of 0% an
expected term of 5.04-6.5 years; expected volatilit68.5%-70.3%; and risk-free interest rate G206-1.07%.

The fair value of the above 525,927 and 74,073o0ptiusing the Black-Scholes optiprieing model, was approximatt
$1,470,000.

The fair value of the above 400,000 restrictedesharas approximately $1,620,000.
On April 24, 2013, the vesting of the restricteacktawarded to the CEO was amended. See Note 7.

On April 25, 2013, the Company granted to the CBH®ftions to purchase 297,447 shares of commaotk steith ar
exercise price of $2.05 per share (the “April Opt®rant”) and (ii) 179,866 restricted shares of own stock (the April
RS Grant”).The April Option Grant vests in three equal anrinatallments. The April RS Grant is subject to &tdre
until vested and vests in three equal annual instats. The fair value of the April RS Grant waprpximately $369,00
In calculating the fair value of the above optitine Company used the following assumptions: dividgield of 0% an
expected term of 5.5-6.5 years; expected volatditys6.9%-68.2%; and risk-free interest rate 0f2068L.04%. The fa
value of the above options, using the Black-Schofgin-pricing model, was approximately $368,000.
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14.

15.

16.

As of December 31, 2013, 9,506 restricted shares wihheld by the Company from the CEO upon cenaisting date
to satisfy tax withholding obligations. The paymenthe withheld tax, amounting to $27,685 was aeld from equity
See Note 7.

On February 7, 2013, the Company appointediadirector (“Director F")to its board of directors. In connection with
appointment, the Company issued Director F an ngtiqourchase 124,415 shares of its common stoak akercise pri
of $3.40 per share, the closing price of the comstonk on the date of gra

In calculating the fair value of this option, ther@pany used the following assumptions: dividenddyief 0% ani
expected term of 5.5-6.5 years; expected volatift$6.8%-68.9%; and risk-free interest rate 06041.21%. The optic
has terms of 10 years from the date of grant amdrhes exercisable in three equal annual installndrite fair value «
the options, using the Black-Scholes option-priaimgdel, was approximately $257,000.

On April 16, 2013, the Company appointed a new Mresident of Corporate Development. In accordamitle the
appointment, on April 22, 2013, the Company grarttezinew Vice President of Corporate Developmenbption tc
purchase 150,000 shares of the Compapegmmon stock. The option has an exercise pril &7 per share, which v
the fair market value of the Company’s common stmekhe date of grant. The options are subjectttoeeyear vestin
period with on-third of such awards vesting each ye¢

In calculating the fair value of the above optitine Company used the following assumptions: dividgield of 0% an
expected term of 5.5-6.5 years; expected volatift§6.9%-68.2%; and risk-free interest rate 0P6-.8.02%.

The fair value of the above options, using the Bi&choles option-pricing model, was approximately &000.

On May 9, 2013, the Company granted optiongut@hase an aggregate of 400,000 shares of the &grspcommol
stock to certain of the Compamsyindependent directors. The options have an eseeprice of $2.75 per share, which
the fair market value of the Company’s common stmekhe date of grant. The options are subjectttoeeyear vestin
period with onethird of such awards vesting each year. In caldathe fair value of the above options the Com|
used the following assumptions: dividend yield & @nd expected term of 5.5-6.5 years; expectediltylaf 68.1%-
69.2%; and ris-free interest rate of 0.8€-1.09%.

The fair value of the above options, using the Bi&choles option-pricing model, was approximatedy 2000.
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17.

18.

During the six month period ended December 31, 261 Company granted stock options to employedsaectors t
purchase a total of 430,000 shares of the Compammytsmon stock. The options have exercise pricegimgrfrom $2.12
$2.75 per share, which were the fair market valuth® Companys common stock on the date of each respective.
The options are subject to a tr-year vesting period with o-third of such awards vesting each y

In calculating the fair value of the above optidths Company used the following assumptions: dividgield of 0% an
expected term of 5.5-6.5 years; expected volatilft@7.7%-68.7%; and risk-free interest rate ob%52.23%.

The fair value of the above options, using the Bi&choles option-pricing model, was approximated@3000.
As of December 31, 2013, the Company had resen&ll 555 shares of common stock for issuance uhéeplans ¢

described above
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19. The following table summarizes information aboutnaats and share options to employe

6 month period ended

Year ended June 30

December 31, 201 2013 2012
Number of Weighted Number of Weighted Number of Weighted
warrants and average warrants and average warrants and average
options exercise price options exercise price options exercise price
Qutstanding¢- beginning of perior 3,407,05 $ 4.71 2,321,08 $ 5.2¢ 1,098,63. $ 3.6(C
Granted* 430,00( 2.3¢ 1,706,11. 3.1¢ 1,579,25! 6.8(
Forfeited 77,86 3.5C (194,729 4.11 (106,799 8.4
Exercisec 71,01¢ 0.001 (425,419 0.001 (250,000 6.0(C
Outstanding¢-end of perioc 3,688,17 $ 4.5t 3,407,05 $ 4.71 2,321,08 $ 5.2¢
Exercisable at the end of the period 1,526,02. $ 6.5¢ 1,316,997 $ 6.28 904,10¢ $ 3.04
* Including 372,500 options with performance condition the year ended June 30, 2(
The following table summarizes information aboutraats and share options to non-employees:
6 month period ended Year ended June 30
December 31, 201 2013 2012
Number of Weighted Number of Weighted Number of Weighted
warrants and average warrants and average warrants and average
options exercise price options exercise price options exercise prict
Qutstanding¢- beginning of periot 1,634,70. $ 4.57 2,12394. $ 3.8C 1,999,10. $ 3.6(C
Granted* 115,72: 5.0¢ 239,08t 5.04
Forfeited 85,47¢ 4.8¢ (33,48 5.7¢ (114,241 2.4¢
Exercisec 6,087 0.0C (571,479 1.8€ - -
Outstanding¢- end of perioc 1,543,14 $ 4.57 1,634,70. $ 4.57 2,12394. $ 3.8(
Exercisable at the end of the period 1,500,711 $ 4.58 1,546,690 $ 4.51 2,056,711 $ 3.7¢

* Including 50,000 and 19,479 options with perfornemonditions in the years ended June 30, 2013 &i@

respectively. See Note 2
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The following table provides additional informatiabout all warrants and options outstanding andcisable:

Qutstanding as of December 31, 201

Weighted
average
Warrants and remaining Warrants
Exercise options contractual and options
price outstanding life (years) exercisable

0-0.002 290,60t 4.3¢ 290,60t
0.732 37,86: 2.7¢ 37,86:
0.752 83,63¢ 2.2¢ 83,63¢
1.97 150,00( 9.31
2.05 297,44t 9.32
2.12 125,00( 9.67
2.23 155,00( 9.71
2.75 500,00( 9.52
2.92 118,75( 8.4z 39,58¢
2.95 25,00( 9.3t
2.98 21,50( 9.3t
3.16 85,417 8.47 31,25(
3.20 75,00( 8.4(C 25,00(
3.40 179,16! 9.1C
4.05 600,00( 9.01 183,33:
4.72 22,50( 3.5¢ 22,50(
4.92 63,66 1.0C 63,66
4.928 375,88: 5.1¢ 366,41:
5.80 60,87 0.7t 45,65
6.00 717,24: 2.27 677,94!
6.90 3,652 5.0C 3,652
7.00 20,29( 2.4z2 13,527
7.20 188,16 2.6¢ 188,16¢
7.72 53,75( 2.44 35,83:
7.80 814,66 7.8¢ 774,77¢
8.00 10,00( 2.67 6,667
8.40 2,50( 8.0C 1,667
9.00 25,00( 8.7: 8,33:
9.60 2,50( 8.7(C 832
10.00 125,00( 7.5¢% 125,00(
10.40 1,25( 2.47 83:

5,231,31 6.72 3,026,73

F- 39




The weighted average of the remaining contractteabf total vested and exercisable warrants anobog as of Decemb
31, 2013 was 5.10 years.

The aggregate intrinsic value of the total exeldisavarrants and options as of December 31, 2013 approximatel
$923,000.

The total intrinsic value of options exercised veg@roximately $177,000 for the six month periodesh®ecember 3
2013 and approximately $4.6 million and $800,000te years ended June 30, 2013 and 2012, resglgctiv

The weighted average fair value of warrants anéboptgranted was approximately $1.47 for the sixtingeriod ende
December 31, 2013 and approximately $1.98 and $R2the years ended June 30, 2013 and 2012, ridsggc The
weighted average fair value of warrants and optgrasted was estimated using the Black-Scholesmiicing model.

20. The following table sets forth the assumptions thate used in determining the fair value of optigrented to employe
for the six month period ended December 31, 204 3yl as the years ended June 30, 2013 and :

6 month period ende( Year ended June 30
December 31, 2013 2013 2012
Expected life 5.5-6.5 year 5.04-6.5 year 0.1%6.5 year
Risk-free interest rate 1.55%-2.23% 0.72%-1.28% 0.03%-2.79%
Volatility 68%-69% 67%-70% 55%-71%
Dividend yield 0% 0% 0%

The following table sets forth the assumptions tiate used in determining the fair value of warsaamd options grant
to nonemployees for the years ended June 30, 2013 arl Rilsuch options were granted during the six mgmrioc
ended December 31, 2013:

Year ended June 30,

2013 2012
Expected life 2-10 year 2-10 year
Risk-free interest rate 0.28%-1.79% 0.3%-1.97%
Volatility 60%-73% 47%-65%
Dividend yield 0% 0%

The Company does not have sufficient historicalrgise data to provide a reasonable basis upon wioiobstimat
expected term. Accordingly, as to ordinary courggoms granted, the expected term was determinied) tise simplifie
method, which takes into consideration the optiocomtractual life and the vesting periods (for manployees, tf
expected term is equal to the option’s contradifegl
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The Company estimates its forfeiture rate basedsoemployment termination history, and will conteto evaluate ti
adequacy of the forfeiture rate based on analyis@snployee turnover behavior and other factors (f@mnemployees tF
forfeiture rate is nil). The annual risk-free rates based on the yield rates of zero couponindex linked U.S. Feder
Reserve treasury bonds as both the exercise pnidettee share price are in dollar terms. The Cowigaexpecte
volatility is derived from a blended volatility, ad on its historical data and that of a peer gafypublic companies.

21. As of December 31, 2013, the total unrecogncedpensation cost on employee and eorployee stock options, rela
to unvested stockased compensation, amounted to approximately ®alibn. This cost is expected to be recogn
over a weightedwverage period of approximately 1.65 years. Thigeeted cost does not include the impact of anyré
stock-based compensation awar

The following table summarizes the allocation datsharebased compensation expense in the consolidatedrstats ¢

operations:
6 month period ende( Year ended June 30
December 31, 201. 2013 2012
($ in thousands)
Deduction from revenu $ - $ - $ 68
Cost of revenue 4 44 192
Research and developme 41 284 37C
Sales and marketir 87 78 37¢
General and administrative 1,417 3,43¢ 9,54¢

$ 1,54¢ $ 3,83¢ $ 10,55¢

On April 5, 2012, the Company issued the 2012 Cdible Debenture and 2012 Warrants to purchaseygregate of 835,8¢
shares of its common stock at an exercise pri&¥ &0 per share in a private placement transaciiea.Note €

On October 23, 2013, in connection with the Load Security Agreement, the Company issued the 20a8ant to purcha:
168,351 shares of Common Stock at an exercise pfi$2.97 per share. See Note

Rights Agreement

On October 22, 2013, the Board adopted a stockhoiglets plan (the “Rights Plan’gnd declared a dividend distributior
the Companys stockholders of record at the close of businesslavember 15, 2013, of one preferred stock puehiaht (¢
“Right”) for each outstanding share of common stock thdteniitle the registered holder to purchase froem@ompany or
one-thousandth (1/1,000) of a share of Series AeRexl Stock at a purchase price of $21.00 peromeg¢housandth (1/1,00
of a share, subject to adjustment.

Initially, the Rights will not be exercisable andlwrade with the Company's shares of common stock
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Under the Rights Plan, the Rights will generallgdrae exercisable only if a person or group acquisseficial ownership
15% or more of the Company's common stock in astretion not approved by the Companpoard. In that situation, et
holder of a Right (other than the acquiring persaingse Rights will become void and will not be exsaible) will be entitle
to purchase, at the thenxrent exercise price, additional shares of comstook having a value of twice the exercise prif
the Right. In addition, if the Company is acquineé merger or other business combination aftarreapproved party acqui
more than 15% of the Company’s common stock, eatifeh of a Right would then be entitled to purchasthe thereurren
exercise price, shares of the acquiring compangtkshaving a value of twice the exercise pricéhefRight.

The Companys board may redeem the Rights for a nominal amati@iny time before an event that causes the Rig
become exercisable. Under the terms of the Righats, R will expire on October 22, 2014.

f.  At-the-Market Agreement

On October 23, 2013, The Company entered into aheaharket issuance sales agreement, or the Sales rAgneewitt
MLV pursuant to which The Company may issue anbséeres of The Company common stock having aneggdge offerin
price of up to $40 million directly on The NYSE MKAr sales made to or through a market maker oltzer bn an exchang
With the Company prior written consent, sales mag e made in negotiated transactions and/or ter onethod permitte
by law. MLV will receive a 3% commission from theogs proceeds of any sales. Subject to the tershs@amditions of th
Sales Agreement, MLV will use its commercially reaable efforts to sell the shares of the Compamyngon stock from tim
to time, based upon the Company instructions (glialy any price, time or size limits or other paréeng or conditions that t
Company may impose). The Company is not obligatetidke any sales of common stock under the SaleseAwent and r
assurance can be given that the Company will sgllshares under the Sales Agreement, or, if thepg@dospndoes, as to t
price or amount of shares that the Company wil| selthe dates on which any such sales will tdkeg The Sales Agreem
may be terminated by either party at any time ufp®ndays’notice to the other party, or by MLV at any time dartair
circumstances, including the occurrence of a neltedverse effect to the Company. In addition, Siades Agreement w
automatically terminate upon the sale of all commstmtk subject to the Sales Agreement.

NOTE 10 - TAXES ON INCOME
a. Tax laws applicable to the Company and its subsidiges
Taxation in the United States

InspireMD, Inc. is taxed under U.S. tax laws.
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Taxation in Israel

InspireMD Ltd. is taxed under the Israeli IncomexTardinance.

On December 6, 2011, the "Tax Burden Distributicawl Legislation Amendment (2011) was published he Official
Gazette. Under this law, the previously approveatigal decrease in the corporate tax rate was dadc@he Corporate ti
rate was increased from 24% in 2011, to 25% beggini 2012.

On August 5, 2013, the Law for Change of Nation@iies (Legislative Amendments for Achieving tBedgetary Goals fi
20132014), 2013 (hereinafter, the "Law") was publistiedReshumot (the Israeli government official gaggtand enaci
among other things, the following amendments:

1.

2.

Raising the corporate tax rate beginning in 201dithereafter to 26.5% (instead of 25¢

Increasing the tax rate on the income of prefeenterprises from the 2014 tax year and thereadterstated in tt
Encouragement of Capital Investment Law, 1959 (hafter - the Encouragement Law) of a qualifying compan
Development Zone A to 9% (instead of 7% in 2014 &¥#din 2015 and thereafter) and companies locatewmnes othe
than Zone A to 16% (instead of 12.5% in 2014 an% i@ 2015 and thereafter). In addition, the taxerab dividend
distributed on January 1, 2014 and thereafter maigig from preferred income under the Encouragerhaw will be
raised to 20% (instead of 159

When a company distributes revaluation gains tshisreholders, the asset for which revaluationsgaie recognized
the financial statements of the company is deenwdmaasset that was sold on distribution day (naeticale) an
therefore such revaluation gains are liable to Rewaluation gains are defined by the Law as reth@garnings not subje
to corporate tax, of the kind indicated by the Miar of Finance with approval of the Finance Corneaibf the Knesst
at over NIS 1 million to be calculated accumuldiiveom the date of acquiring the ass

Taxation in Germany

InspireMD GmbH is taxed according to the tax law&iermany. Accordingly, the applicable tax rates@rporate tax rate
15.825% and trade tax rate of 17.15%.

b. Tax benefits under the Law for the Encouragementdf Capital Investments, 1959 (the “Law”):

1.

InspireMD Ltd. has been granted a “Beneficiangefprises”status under the Investment Law including AmendniNm
60 thereof, which became effective in April 20

The tax benefits derived from any such Beneficiinterprise relate only to taxable profits attritiléato the specif
program of investment to which the status was gdnt
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The main benefit, to which InspireMD Ltd. is erddl conditional upon the fulfilling of certain catidns stipulated by tt
above law, is a twgear exemption and five years of a reduced tax s&t25% from tax on income derived from tt
beneficiary activities in facilities in Israel. Thax benefit period is twelve years from the yeafrémplementation. Tt
Company elected the year 2007, as the year ofi@ecnd 2011 as an additional year of electionh whe twelve ye:
period of benefits beginning in 2011.

In the event of a distribution of teexempt income attributable to "Beneficiary Entesps' as a cash dividend,
Company will be required to pay tax at a rate 0%26n the amount distributed. In addition, dividemdiginating fron
income attributable to the "Beneficiary Enterprisesl be subject to a 15% withholding tax.

Should InspireMD Ltd. derive income from sourcesestthan the “Beneficiary Enterprisedtiring the period of benefi
such income shall be taxable at the regular cotpdex rate.

Conditions for entitlement to the bene!

The entitlement to the above benefits is conditiarpon InspireMD Ltd. fulfilling the conditions gtiulated by the lav
regulations published thereunder and the instrusnehtapproval for the specific investments in apptb assets. In tl
event of failure to comply with these conditionise tbenefits may be cancelled and InspireMD Ltd. tayrequired t
refund the amount of the benefits, in whole oramtpwith the addition of interest.

The Israeli Law for Encouragement of Capital Inueshts, 1959 was amended as part of the EconomiicyRa@w for the
years 20112012, which was passed in the Knesset (the Igpadiament) on December 29, 2010. The amendmerainix
effective as of January 1, 2011.

The amendment set alternative benefit tracks tottes then in place, as follows: (i) an investngrants track design
for enterprises located in national developmentzArand (ii) two new tax benefits tracks (for preéel enterprises a
for special preferred enterprises), which provide &pplication of a unified tax rate to all prefsirincome of th
company, as defined in the amendment.

The Company opted not to apply for Preferred Emiegpstatus.

Carry forward tax losses

As of December 31, 2013, InspireMD Ltd. had a netycéorward tax loss of approximately $35 million. dbr Israeli ta
laws, the carry forward tax losses can be utilizetkfinitely. As of December 31, 2013, the Comphay a net carry forwa
tax loss of approximately $20 million. Under U.8x tlaws, the Compang’tax losses can be utilized two years back
twenty years forward. As such the Company's camyérd tax losses will begin to expire on Decenier2031.
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Tax assessments

The Company and its subsidiaries have not beessex$éor tax purposes since incorporation.
Loss before income taxes

The components of loss before income taxes arellasvé:

6 month period ende( Year ended June 30
December 31, 2013 2013 2012
($ in thousands)

Profit (loss) before taxes on incon

InspireMD, Inc. $ (2,639) % (19,619 $ (11,079
InspireMD Ltd. (6,69¢) (9,659 (6,507
InspireMD GmbH 4 16 (4)

$ (9,320% (29250 $ (17,589

Current taxes on income

Tax expenses in the amount of approximately $10f60€he six month period ended December 31, 20iBapproximatel
$8,000 and $14,000 for the years ended June 3@, @204 2012, respectively, are related to non-UpBrations.

The following is a reconciliation of the theoretidax expense, assuming all income was taxed atreégelar tax rate
applicable to the Company in the U.S. and the &téxeexpense:

6 month period ende( Year ended June 30
December 31, 201. 2013 2012
($ in thousands)

Loss before taxes on income, as reported in themstnts of

operations $ 9,32¢ $ 29,25( $ 17,58
Theoretical tax benef (3,177 (9,945 (5,989
Increase in tax benefit resulting from permaneiffecnces 164 1,61: 1,44¢

Increase (decrease) in taxes on income resultong the
computation of deferred taxes at a rate whichffemint from the
theoretical ratt (177 20t (75)

Increase (decrease) in uncertain tax posit- net - (72)

Decrease in theoretical tax benefit resulting fiarhsidiaries

different tax rate (14) (61) 1,40¢

Change in corporate tax rat (121 - (24%)

Change in valuation allowan 3,328 8,19¢ 3,53:
$ 10 $ 8 $ 14
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As of December 31, 2013, as well as June 30, 26d3812, the Company determined that it was mé&edylithan not that tt
benefit of the operating losses would not be redliand consequently, management concluded thatdluation allowance
should be established regarding the Company’s aefeax assets.

The changes in the valuation allowance for tharsdnth period ended December 31, 2013 and the pealesd June 30, 20
and 2012 were as follows:

6 month period ende( Year ended June 30,
December 31, 201, 2013 2012
($ in thousands)
Balance at the beginning of the y: $ 16,24¢ $ 8,05( $ 4,517
Changes during the year 3,328 8,19¢ 3,53:
Balance at the end of the year $ 19,56¢ $ 16,24¢ $ 8,05(

f.  Accounting for Uncertain Tax position

The following is a reconciliation of the total anmsi of the Companyg unrecognized tax benefits during the six montiog
ended December 31, 2013, as well as the years €uhed30, 2013 and 2012:

6 month period ende( Year ended June 30,
December 31, 201. 2013 2012
(% in thousands)
Balance at beginning of perit $ -9 -$ 71
Decrease in unrecognized tax benefits as a refstak gositions take
during a prior yea (77)
Balance at end of period $ -$ - $ S

All of the above amounts of unrecognized tax besefould affect the effective tax rate if recoguize

A summary of open tax years by major jurisdictispiesented below:

Jurisdiction Years
U.S. 2008-2013
Israel 2010-2013
Germany 2008-2013
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The Company and its subsidiaries changed its figead for tax fillings in Israel to end December 3013.

g. Deferred income tax:

6 month period ende( Year ended June 30
December 31, 2013 2013 2012
(% in thousands)
Shor-term:
Allowance for doubtful accoun $ 107 $ 82 % 54
Provision for bonu: 51
Provision for vacation and recreation pay 85 79 7C
192 212 124
Long-term:
R&D expense: 1,08t 1,227 74€
Beneficial conversion featu - (1,257
Non cash issuance co: - 89
Shar+-based compensatic 2,137 1,69¢ 69¢
Carry forward tax losse 16,11 13,06( 7,631
Accrued severance pay, net 44 49 18
19,37: 16,03¢ 7,92¢
Less-valuation allowance (19,569 (16,24¢) (8,050
$ -$ -3 =
NOTE 11 - SUPPLEMENTARY FINANCIAL STATEMENT INFORMA TION
Balance sheets:
a. Accounts receivable:
6 month period ende( Year Ended June 30
December 31, 2013 2013 2012
($ in thousands)
1) Trade
Open account $ 2,26( $ 2,06¢ $ 2,03¢
Allowance for doubtful accounts (405) (329 (215
$ 1,855 $ 1,73¢ $ 1,82¢
2) Other:
Due from government institutior $ 221 $ 17€¢ $ 124
Advance payments to supplie 152 20z 11¢€
Miscellaneous 14 10 22
$ 387 $ 38¢ $ 264
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The changes in “Allowance for doubtful accoundsiting the six month period ended December 31, 284 3vell as the ye:
ended June 30, 2013 and 2012 are as follows:

6 month period ende( Year ended June 30,
December 31, 201. 2013 2012
(% in thousands)
Balance at beginning of perit $ 32¢ $ 21t $ 155
Additions during the perio 58 24E 78
Deductions during the peric (142
Exchange rate differences 18 11 (18)
Balance at end of period $ 40t $ 32¢€ $ 21F
b. Inventories:
6 month period ende( Year ended June 30
December 31, 201 2013 2012
(% in thousands)
Finished good $ 1,097 $ 364 $ 47¢
Work in proces: 341 1,111 1,11¢
Raw materials and supplies 15E 11¢€ 15C
$ 159 § 1,59 $ 1,744

As of December 31, 2013, as well as June 30, 263?812 the Company recorded provisions for slowinginventory it
the amounts of $418,000, $379,000 and $443,000ectisely.

c. Inventory on consignment

The changes in inventory on consignment duringsthenonth period ended December 31, 2013, as wdheayears ended
June 30, 2013 and 2012 are as follows:

6 month period ended Year ended June 30
December 31, 201 2013 2012
($ in thousands)
Balance at beginning of peri $ -9 63 $ 82
Costs of revenues deferred during the pe 20 63
Costs of revenues recognized during the period (83) (82
Balance at end of period $ -$ - $ 63

As of June 30, 2012, inventory on consignment idetl products of sales for which returns were raligstimated in th
amount of approximately $63,000. As of December2B1,3 and June 30, 2013, there was no inventogoosignment.
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d. Accounts payable and accruals-other:

6 month period

ended Year ended June 30
December 31
2013 2013 2012
($ in thousands)
Employees and employee institutic $ 1,13 $ 62€ $ 43¢
Accrued vacation and recreation f 32t 313 272
Accrued clinical trials expens: 622 513 607
Provision for sales commissio 13¢ 20E 194
Accrued expense 88¢€ 1,34: 1,19
Due to government institutior 7 15 22
Provision for return: 13¢
Taxes payable 29 13 56
$ 3,141 % 3,02¢ $ 2,92t
Statements of Operation:

f.  Financial expenses, net:

6 month period ende( Year ended June 30

December 31, 201, 2013 2012
(% in thousands)

Bank commission $ 27 $ 38 $ 50
Interest income 2 (28) (40
Exchange rate differenc 1 (63) 112
Induced conversion of convertible dt 9,33(
Issuance of warran 56€
Interest expense (including debt issuance ¢ 273 4,26¢ 1,23¢
Change in fair value of warrants, embedded dereatand anti-
dilution rights 20C 64 (1,322)

$ 49¢ $ 14,177 $ 38

NOTE 12 - ENTITY WIDE DISCLOSURES

The Company operates in one operating segment.
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Disaggregated financial data is provided belowolisws:

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

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

6 month period ende( Year ended June 30
December 31, 2013 2013 2012
($ in thousands)
Russia $ 75¢ $ 837 $ 812
Spain 367 701 422
Other 1,97¢ 3,33t 4,11
$ 3,10t $ 487 $ 5,34¢
By principal customers:

6 month period ended Year ended June 30,

December 31, 201. 2013 2012
Customer A 24% 17% 15%
Customer E 12% 14% 8%

All tangible long lived assets are located in I&r
NOTE 13 — TRANSITION PERIOD COMPARATIVE DATA

6 month period ended December 3.
2013 2012
(audited) (unaudited)
($ in thousands)

Operating Data:

Revenue! $ 3,108 1,85¢
Cost of Revenues 1,44 777
Gross Profit 1,66: 1,08
Operating Expense
Royalties buyout expens 91¢
Other research and development expe 3,31t 2,20z
Selling and marketin 2,647 1,60¢

General and administrative (including $1,417 an@$2 of share-based
compensation for the six month periods ended Deee®ib, 2013 and 2012,

respectively) 4,52¢ 4,001
Total operating expenses 10,49( 8,72¢
Loss from operation (8,827 (7,647%)
Interest expens 273 1,63
Other financial expenses, net 22€ 93
Loss before tax expens (9,326 (9,377)
Tax expenses 10 49
Net loss (9,330 $ (9,426
Net loss per share - basic and diluted $ (0.27) $ (0.54)
Weighted Average number of ordinary shares usednmputing net loss per share -
basic and diluted 33,963,90 17,401,02
Cash Flow Data:
Net cash used by operating activit (6,799 (5,799
Net cash used by investing activit (252) (193
Net cash provided by financing activiti 9,76: 1,04¢
Effect of exchange rate changes on cash and casiasnts 3 92
Net increase (decrease) in cash and cash equis 2,71t (4,85))
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NOTE 14 - SUBSEQUENT EVENTS:

In January and February 2014, the Company gramitdns to purchase 1,246,932 shares of the Compamyhmons stock
well as 425,240 restricted shares to certain engg@eywnd directors.
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O RULE 13a-14(a)

I, Alan Milinazzo, certify that:

1.

2.

| have reviewed this Transition Report on Forrn-KT/A of InspireMD, Inc. (the“registran”);

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this ref

Based on my knowledge, the financial statemems,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this repol

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 18ayHhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and procedaremaused such disclosure controls and procedotes designed
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the tegig’s internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; anc

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluetiiernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent function:

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Date: September 25, 20

By: /s/ Alan Milinazza

Name: Alan Milinazzo
President and Chief Executive Officer (Princifakcutive
Officer)




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O RULE 13a-14(a)

I, Craig Shore, certify that:

1.

2.

| have reviewed this Transition Report on Forr-KT/A of InspireMD, Inc. (the“registran”);

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this ref

Based on my knowledge, the financial statemems,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods
presented in this repol

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firiaheeporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and procedaremused such disclosure controls and procedotes designed
under our supervision, to ensure that materiairmédion relating to the registrant, including itmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being preparec

b) Designed such internal control over financiglarting, or caused such internal control over foiahreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the tegs’s internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; anc

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluetiimernal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent function:

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Date: September 25, 20

By: /s/ Craig Short
Name: Craig Shore
Title:  Chief Financial Officer (Principal Financial Offige




Exhibit 32.1

CERTIFICATION FURNISHED PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies the
Transition Report on Form 10-KT/A (the “Form 10-Kr) for the six months ended December 31, 2013splreMD, Inc. (the “Company”).
I, Alan Milinazzo, the Chief Executive Officer di¢ Company, certify that, based on my knowledge:

(1) The Form 1-KT/A fully complies with the requirements of Secti@3(a) or Section 15(d) of the Securities Exchafgteof 1934; anc

(2) The information contained in the Form KT/A fairly presents, in all material respects, fireancial condition and results of operati
of the Company as of and for the periods coverdbigreport.

Date: September 25, 2014

By: /s/ Alan Milinazza

Name: Alan Milinazzo

Title:  President and Chief Executive Officer (Pipad Executive
Officer)

The foregoing certification is being furnished aseahibit to the Form 10-KT/A pursuant to Item 60){82) of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (sctisns (a) and (b) of Section 1350, Chapter 6Bitté 18, United States Code) and,
accordingly, is not being filed as part of the FdrtaK for purposes of Section 18 of the Securiigshange Act of 1934, as amended, and is
not incorporated by reference into any filing of tiompany, whether made before or after the datoheegardless of any general
incorporation language in such filing.




Exhibit 32.2

CERTIFICATION FURNISHED PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies the
Transition Report on Form 10-KT/A (the “Form 10-KTr) for the six months ended December 31, 2013splreMD, Inc. (the “Company”).
I, Craig Shore, the Chief Financial Officer of liempany, certify that, based on my knowledge:
(1) The Form 1-KT/A fully complies with the requirements of Secti@3(a) or Section 15(d) of the Securities Exchafgteof 1934; anc

(2) The information contained in the Form KT/A fairly presents, in all material respects, fireancial condition and results of operati
of the Company as of and for the periods coverdbigreport.

Date: September 25, 2014

By: /s/ Craig Short
Name: Craig Shore
Title:  Chief Financial Officer (Principal Financial Offige

The foregoing certification is being furnished aseahibit to the Form 10-KT/A pursuant to Item 60)(82) of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (sctisns (a) and (b) of Section 1350, Chapter 6Bitté 18, United States Code) and,
accordingly, is not being filed as part of the FdrtaK for purposes of Section 18 of the Securiigshange Act of 1934, as amended, and is
not incorporated by reference into any filing of tiompany, whether made before or after the datoheegardless of any general
incorporation language in such filing.




