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

FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended: March 31, 2013
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from  to

Commission file number: 001-35731

InspireMD, Inc.

(Exact name of registrant as specified in its arart

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

4 Menorat Hamaor St.
Tel Aviv, Israel 67448
(Address of principal executive offices)
(Zip Code)

972-3-691-7691
(Registrant’s telephone number, including area fode

Indicate by check mark whether registrant (1) lilad fall reports required to be filed by Sectiond3L5(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been subjec
to such filing requirements for the past 90 dayss¥l No O

Indicate by check mark whether the registrant lasmstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation5(8232.405 of this chapter) during the precedi@gribnths
(or for such shorter period that the registrant veagiired to submit and post such files). ¥ds No [

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

Large accelerated filed Accelerated filelx]

Non-accelerated fileO Smaller reporting compard
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yedd No

The number of shares of the registrant’'s commockst0.0001 par value, outstanding as of May 73264,316,864.
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PART | - FINANCIAL INFORMATION
Item 1. Financial Statements
INSPIREMD, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
(U.S. dollars in thousands)

March 31, 201! June 30, 201

ASSETS
CURRENT ASSETS:
Cash and cash equivale $ 251 % 10,28«
Restricted cas 91 37
Accounts receivabli
Trade, ne 2,14¢ 1,82«
Othel 27¢ 264
Prepaid expens 91 93
Inventory:
On han( 1,982 1,744
On consignment 63
Total current assets 7,10z 14,30¢
PROPERTY, PLANT AND EQUIPMENT , net of accumulated depreciation and amortize 467 462
OTHER NON-CURRENT ASSETS:
Deferred issuance co: 951 961
Funds in respect of employees rights upomnemsint 38C 282
Royalties buyout 897
Total other non-current assets 2,22¢ 1,24:
Total assets $ 9,791 $ 16,01«

The accompanying notes are an integral part of theondensed consolidated financial statements.




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

March 31, 201  June 30, 201:

LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Accounts payable and accrue

Trade $ 41¢ $ 441
Other 2,88t 2,92t
Advanced payment from custom 177 174
Deferred revenue 10 10
Convertible loan 7,38¢
Total current liabilities 10,87 3,55(
LONG-TERM LIABILITIES:
Liability for employees rights upon retireme 49t 354
Convertible loar 5,01¢
Contingently redeemable warrants and others 1,832 1,70¢
Total long-term liabilities 2,32] 7,07¢
Total liabilities 13,20( 10,62¢

COMMITMENT AND CONTINGENT LIABILITIES
EQUITY (CAPITAL DEFICIENCY)
Common stock, par value $0.0001 per share; 128)00Ghares authorized; 18,204,796 and 17,04(

shares issued and outstanding at March 31, 2013waral30, 2012, respective 2 2
Additional paic-in capital 54,62¢ 49,10¢
Accumulated deficit (58,039) (43,72))
Total equity (capital deficiency) (3,409 5,38¢
Total liabilities and equity (less capital defictsy) $ 9,797 $ 16,01«

The accompanying notes are an integral part of theondensed consolidated financial statements.




INSPIREMD, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

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

Three months endec

Nine months endec

March 31, March 31,
2013 2012 2013 2012

REVENUES $ 1514 $ 1,13t $ 337 % 4,41¢
COST OF REVENUES 674 574 1,457 2,04¢
GROSS PROFIT 84C 564 1,92: 2,37(
OPERATING EXPENSES:

Royalties buyou expense 91¢

Other research and development expe 907 1,34¢ 3,10¢ 2,73(

Selling and marketin 804 44~ 2,41 1,37:

General and administrative 2,34( 1,89¢ 6,341 11,78(

Total operating expenses 4,057 3,69( 12,78( 15,88
LOSS FROM OPERATIONS (3,21)) (3,12¢) (10,859 (13,519
FINANCIAL EXPENSES (INCOME), net:

Expenses related to revaluation of contingentleesdable

warrants and others, n 40z 10€

Expenses related to interest on convertible loahadiner financia

expenses (income) 1,29( (11) 3,31¢ 13€
LOSS BEFORE TAX EXPENSES (INCOME) (4,907 (3,119 (14,280) (13,649
TAX EXPENSES (INCOME) (18) 25 31 7
NET LOSS $ (4,885 $ (3,140 $ (14,31) $ (13,656
NET LOSS PER SHARE- basic and diluted $ 0.27) $ (0.18) $ 0.8) $ (0.82)
WEIGHTED AVERAGE NUMBER OF SHARES OF
COMMON STOCK USED IN COMPUTING NET LOSS PER
SHARE - basic and diluted 18,196,08 17,044,73 17,662,17 16,596,37

The accompanying notes are an integral part of theondensed consolidated financial statements.




INSPIREMD, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(U.S. dollars in thousands)

9 months endec

March 31,
2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (14,31) $ (13,65¢)
Adjustments required to reconcile net loss to ashaused in operating activiti¢
Depreciation and amortizatic 14¢€ 8%
Change in liability for employees right upon retirent 141 35
Financial expense 2,701 24¢€
Royalties buyout expens 91¢
Sharebased compensation expen 2,73( 9,79¢
Loss (gains) on amounts funded in respect of eng@aights upon retirement, r (©)] 5
Changes in operating asset and liability ite
Decrease (increase) in prepaid expel 2 (18)
Increase in trade receivabl (322 (1,429
Increase in other receivabl (14) (33
Decrease in inventory on consignm 63 23
Increase in inventory on hal (23¢) (54¢€)
Decrease in trade payab (65) (512)
Increase in deferred revent 25
Increase (decrease) in other payables and adyayoeent from customers (370 17¢
Net cash used in operating activities (8,616) (5,796
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) in restricted ¢ (54) 304
Purchase of property, plant and equipr (118) (17¢€)
Proceeds from sale of property, plant and equipt 12
Amounts funded in respect of employee rights umdinament (95) (31
Net cash provided by (used in) investing activities (267) 10¢
CASH FLOWS FROM FINANCING ACTIVITIES:
Exercise of options and warrai 1,04¢ 1,50(
Shares of common stock used to satisfy tax withihgldbligations (20
Repayment of long-term loan (281)
Net cash provided by financing activities 1,02¢ 1,21¢
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS 84 (25))
DECREASE IN CASH AND CASH EQUIVALENTS (7,770 (4,719
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F THE PERIOD 10,28 8,07(
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF THE PERIOD $ 251 $ 3,351
Purchasing of property, plant and equipment oniteedi in consideration of share-based payme $ 62
Royalties buyout in consideration of shares anieva $ 93C
Deferred issuance costs included in trade and qidngables $ 287

The accompanying notes are an integral part of theondensed consolidated financial statements.




NOTE 1 - DESCRIPTION OF BUSINESS:

InspireMD, Inc. (formerly Saguaro Resources, Ina.pelaware corporation (the “Companyfjas formed on February 29, 2008.
March 28, 2011, the Company changed its name tpirB?dD, Inc. in connection with a share exchangmsaction between t
Company, InspireMD Ltd., a limited company incorgiad under the laws of the State of Israel in ApBI05, and the shareholder:
InspireMD Ltd.

On December 19, 2012, the Company filed with ther&ary of State of the State of Delaware a Cedié of Amendment to t
Company’s Amended and Restated Certificate of lmm@tion to effect a one-fdour reverse stock split of its common stock
“Reverse Stock Split")which decreased the number of issued and outstgraliares of common stock from approximately
million shares to approximately 18.0 million shar€ke Company authorized common stock was not affected by theeRe Stoc
Split. All related share and per share data hawn bretroactively applied to the financial statersestd their related notes for
periods presented.

On April 16, 2013, the Company consummated an wmden public offering, pursuant to which it saldotal of 12,500,000 shares¢
common stock (the “Offering”)The price to the public in the Offering was $2.0&F ghare, and the aggregate net proceeds
Offering to the Company were approximately $22.8iom, after the underwriter€ommissions and offering expenses. In conne
with the Offering, the Company also granted theamwiiters a 30day option to purchase up to an additional 1.87ianishares t
cover over-allotments, if any. On April 11, 2018lléwing the pricing of the Offering, the Compasyommon stock began trading
the NYSE MKT.

On April 9, 2013, the Company, entered into an exge and amendment agreement with the holdersed€timpanys outstandin
senior secured convertible debentures (the “Debesitudue April 5, 2014 and as subsequently amended ail Ap, 2013 (th
“Exchange Agreement”Pursuant to the Exchange Agreement, simultaneausiythe closing of the Offering and in full saastior
of the Company’s obligations under the DebenturesCompany:

« repaid $8,787,234 in cash;

« issued 2,159,574 shares of common stock to theetolf the Debentures, reflecting a conversionepoic$2.00 per sha
for the remaining unpaid portion of the Debentu

« issued five year warrants to the holders of theddélres to purchase an aggregate of 659,091 sbfacesnmon stock fc
$3.00 per share

- amended the securities purchase agreement pursmamhich the Debentures were originally issued tohbit the
Company from issuing securities containing -dilution protective provisions; ar

« amended the warrants issued in connection wittD#teentures to (i) eliminate the automatic incorioraof the terms ¢
any of the Companyg’ securities that are superior to those of suchamts, except with respect to exercise price
warrant coverage and (ii) provide that upon a funelatal transaction, the holders of such warranlishaive the right t
cause the Company to repurchase the unexercist@drpof such warrants at their Bla@choles value on the date of s
fundamental transaction, payable in shares of comstrck, rather than in cash as was previouslyigeav

The above transactions pursuant to the Exchangeefuznt are referred to herein as the “Exchange.”

Pursuant to the terms of the securities purchasseatent that the Company entered into on Marci2811 (the “2011 SPA™as ¢
result of the Offering and the Exchange, the Comjpasued the purchasers in its March 31, 2011 &imay; or their assigns,
aggregate of 755,207 shares of common stock. Tatedeexpense has been recorded to “Financial eggefincome), netiithin the
Consolidated Statements of Operations.

Due to the Offering and the Exchange, the Compaatig\es that it has sufficient cash to continueojigrations into 2015. Howev
depending on the operating results in 2013 and 26®4Company may need to obtain additional casOb to continue to fund
operations.




NOTE 2 - BASIS OF PRESENTATION:

The accompanying unaudited consolidated finand@tements have been prepared on the same badi® amnnual consolidat
financial statements. In the opinion of managemém, financial statements reflect all adjustmemtbjch include only norm
recurring adjustments, necessary to present fidyfinancial position and results of operationgh& Company. These consolide
financial statements and notes thereto are unalditd should be read in conjunction with the Comgpmaudited financial stateme
for the year ended June 30, 2012, as found in tirapany’s amended Transition Report on FornKTI0A, filed with the Securitie
and Exchange Commission on January 3, 2013. Tlmb&alsheet for June 30, 2012 was derived from gmep@nys audited financii
statements for the year ended June 30, 2012. Hudtgef operations for the nine months ended M&th2013 are not necessa
indicative of results that could be expected fer ¢ntire fiscal year.

NOTE 3- EQUITY:

On August 1, 2012, the Company issued a consudtptibns with certain market conditions to purch&8e000 shares of comm
stock at an exercise price of $4.72 per share;ltdsng price of the common stock on the date ahgr

On August 27, 2012, the Company issued optionsutolfase 60,871 shares of common stock at an eggrdie of $5.80 per sha
the closing price of the common stock on the datgrant, to a consultant who was an immediate fammember of the Comparg/’
CEO at the time of grant.

On August 27, 2012, the Company extended the téram @ption to purchase 30,435 shares of commak giteviously granted tc
consultant who was an immediate family member ef @mpanys CEO at the time of the extension. Following tReemrsion, th
options can be exercised until September 30, 2014.

On October 20, 2012, the Company issued 215,00@sltd common stock to pursuant to an agreemehtavitcensor (See Note 10

(@)).

During the nine months ended March 31, 2013, the@amy issued a total of 771,640 shares of comnumk $h connection with tt
exercise of 771,640 options and warrants. The Compaceived aggregate cash proceeds equal to ap@i@ty $1 million ir
connection with such exercises.

On December 21, 2012, the Company amended its Ulmb?&n to increase the total number of sharesoofimon stock issuat
under such plan by 1.25 million shares and to petieei awarding of incentive stock options pursuarthe U.S. portion of the plan.

On January 8, 2013, due to the failure of the Camzacommon stock to be listed on a national secaritdechange on or befc
December 31, 2012, the Company issued 178,029ssbmmmon stock to the purchasers, or their asgig, under the 2011 SI
Pursuant to the 2011 SPA, in the event that theg@mryls common stock was not listed on a national seesréxchange on or beft
December 31, 2012, the Company was required te igsipurchasers under the 2011 SPA additiona¢slwircommon stock equal
10% of the number of shares of common stock orilyimequired by each such purchaser under the ZPIA

On February 7, 2013 the Compasiyhoard of directors approved the appointment afew Director. In connection with
appointment, the Company issued 124,415 stock mptio purchase shares of common stock at an egqrdie of $3.4 per share,
closing price of the common stock on the date @ihgrThe fair value of the above granted sharempmoximately $257,000.
calculating the fair value of options granted unddwarebased remuneration arrangements the Company usedoliowing
assumptions: dividend yield of 0% and expected tef5.5-6.5 years in each year; expected volatditys6.8%-68.9%; and riskee
interest rate of 0.96%:21%. The options have terms of 10 years frondtte of grant and are subject to a three yearngeperiod
with one-third of such awards vesting each year.




NOTE 3- EQUITY (continued):

On January 3, 2013, in connection with the appoéminof a new CEO, the Company granted the CEO gualified stock option 1
purchase 525,927 shares of the Company’s commaek atod an incentive stock option to purchase 74808es of the Comparsy’
common stock and 400,000 shares of restricted ek Note 9).

As of March 31, 2013 there is unrecognized stockedacompensation of approximately $3.4 million tvdt be recognized over
weighted average period of 3 years.

NOTE 4- EARNINGS PER SHARE:

Basic and diluted net loss per share is computedivagling the net loss for the period by the weeghtiverage number of share
common stock outstanding during the period. Theutation of diluted net loss per share excludegmil shares of common sto
as the effect is antiutive. Potential shares of common stock are aiged of incremental shares of common stock isguapbn th
exercise of stock options, warrants and convertiddes.

For the nine month periods ended March 31, 2013281@ and the three month period ended March 313 20id 2012, all shares
common stock underlying outstanding options, wasatonvertible loans and restricted stock have lexeluded from the calculati
of the diluted loss per share since their effecs watidilutive. The total number of shares of common Istaglated to outstandil
options, warrants and convertible loans that weotueled from the calculations of diluted loss peare were8,512,041 and 5,036,7
for the nine month periods ended March 31, 2013 201, respectively and 8,512,041 and 5,036f68ahe three month perio
ended March 31, 2013 and 2012, respectively.

NOTE 5 - FAIR VALUE MEASURMENT:
a. Financial Assets and Liabilities Measured at Fair \Alue.
The Company measures fair value and disclosevdfile measurements for financial assets and lii@siliFair value is based on
price that would be received to sell an asset ai fzatransfer a liability in an orderly transactibetween market participants at

measurement date.

The accounting standard establishes a fair vakrafdhy that prioritizes observable and unobseevaiguts 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 inpttguoted 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.




NOTE 5 - FAIR VALUE MEASURMENT (continued):

The following table summarizes the balances fors¢hfinancial liabilities where fair value measuremseare estimatt
utilizing Level 2 and Level 3 inputs:

March 31 June 30,
Level 2013 2012
($ in thousands)
Anti-dilution rights 3 $ 1,322
2012 Warrants at fair valt 2 $ 51C $ 1,70¢
Embedded derivative 3 3C 49
$ 1,86 $ 1,75¢

The following table summarizes the activity for $leofinancial liabilities where fair value measuremseare estimatt
utilizing Level 3 inputs:

Anti-Dilution  Embedded
Rights Derivative
($ in thousands)

Balance as of July 1, 2012 $ - % 49
Losses included in earnings - financial expensex , 1,32 (19)
Balance as of March 31, 201 $ 132 $ 30

Level 3 liabilities include an embedded derivatietated to the Company’s former Debentures anddilutiion rights. The Compai
values the Level 3 embedded derivative using agrnially developed valuation model, whose inputduihe recovery rates, cre
spreads, stock prices, and volatilities.

The Company values the Level 3 Abtitution Rights using an internally developed vdioa model, whose inputs include poter
fund raising amounts, probability of completing sessful fund raising during the relevant period stuttk prices.

The fair value of the warrants included in Levas$ 2stimated using the Black Scholes model.
In calculating the fair value of warrants at Ma®h, 2013, the Company used the following assumstierpected term of 4 yec
expected volatility of 63.3%; risk-free interestaaf 0.57%; and dividend yield of 0%.

b. Financial Assets and Liabilities Not Measured at Fia Value Method

The carrying amounts of financial instruments ideld in working capital approximate their fair vakither because these amount:
presented at fair value or due to the relativelgrsterm maturities of such instruments. If measuredaatvalue in the financi
statements, these financial instruments would lestfied as Level 3 in the fair value hierarchy.eTéarrying amount of tl
Company’s other financial long-term assets appraxéintheir fair value.

The fair value of the Compars/former Debentures at March 31, 2013 approxim#tedcarrying amount (after considering

beneficial conversion feature). If measured at ¥ailue in the financial statements, these finanicisiruments would be classified
Level 3 in the fair value hierarchy.

10




NOTE 6 - INVENTORY ON HAND:

March 31, June 30,
2013 2012
($ in thousands)
Finished good $ 41€¢ $ 47¢
Work in proces: 1,43 1,11¢
Raw materials and supplies 132 15C
$ 1,982 $ 1,744

NOTE 7 - ACCOUNTS PAYABLE AND ACCRUALS - OTHER:

March 31, June 30,
2013 2012
(% in thousands)
Employees and employee institutic $ 49€ $ 43¢
Accrued vacation and recreation 22C 272
Accrued clinical trial expense 39¢ 607
Provision for sales commissio 152 194
Accrued expense 1,562 1,19
Due to government institutior 8 22
Provision for return: 13¢
Taxes payable 47 56
$ 2,88t $ 2,92t
NOTE 8 - FINANCIAL EXPENSES (INCOME), NET:
Three months endec Nine months endec
March 31, March 31,
2013 2012 2013 2012
(% in thousands) ($ in thousands
Bank commission $ 6 $ 12 $ 23 8 27
Interest incom (7 (5) (22 (37
Exchange rate differenc 6 (29 (69) 11¢€
Interest expense (including debt issuance c 1,27¢ 1 3,38¢ 28
Change in fair value of warrants, embedded derieati
and anti-dilution rights 411 10€
$ 1,692 $ (11) $ 3,42: $ 13€

11




NOTE 9 - RELATED PARTIES:

On July 2, 2012, effective August 1, 2012, InspiieMtd. (a wholly-owned subsidiary of the Company) entered into asglbanc
agreement (the “First Consultancy Agreement”) vdtmember of the immediate family of the Companfgrmer CEO at the tir
pursuant to which the consultant was to providessabnsulting services. Pursuant to the agreertfentonsultant was entitled t
fixed fee of $625 (2,500 NIS) for each full workimgy and a bonus of up to $10,000 (40,000 NIS) upenachievement of ¢
objectives. The First Consultancy Agreement wamitgated on September 30, 2012.

On August 27, 2012, InspireMD Ltd. entered intcesised consultancy agreement (the “Second ConsyltAgreement”)with this
consultant, pursuant to which the consultant igtledtto options to purchase 60,871 shares of comatock at an exercise price
$5.80 per share. The revised agreement also extetiggeterm of options to purchase 30,435 sharesoofmon stock that we
scheduled to expire upon the termination of thetklonsultancy Agreement to September 2014.

On January 3, 2013, the Company's CEO at the &sigmed as CEO (the "Former CEQ"). The Former CH{ZT@ntinue to serve as
member of the Comparg’board of directors. In accordance with the teofrs Separation Agreement and Release, the Comypiir
continue to pay the Former CEO $21,563 for six menThe Company recorded a provision amountind&aR0.

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

In connection with the appointment of the CEO, @mmpany entered into an Employment Agreement (Ermepgloyment Agreemeny”
with the CEO. Under the Employment Agreement, tiO0s entitled to an annual base salary of at 18450,000. The CEO is a
eligible to receive an annual bonus of at leas6¥&J0 upon the achievement of reasonable targettisgs and performance goals
be determined by the board of directors. In acawdavith the Employment Agreement, on January 332the Company granted
new CEO a nonqualified stock option to purchase 25 shares of the Comparsytommon stock, made pursuant to a Nonqua
Stock Option Agreement, an incentive stock optimmparchase 74,073 shares of the Compaogmmon stock, made pursuant tt
Incentive Stock Option Agreement, and 400,000 shaferestricted stock, which are subject to fodit until the vesting of su
shares, made pursuant to a Restricted Stock Awgrdetnent (the “Restricted Stock Agreementhe options have an exercise p
of $4.05, which was the fair market value of thar(any’s common stock on the date of grant. Both the aptiand the restrict
stock are subject to a three-year vesting peribjestito the CEO's continued service with the Camgpavith one-thirtysixth (1/36th
of such awards vesting each month.

On April 24, 2013, the Company and the CEO amenelgch of (i) Employment Agreement and (ii) Restdct8tock Awar
Agreement in order to change the vesting of thérioésd stock awarded to the CEO thereunder fromrmtiip vesting to annu
vesting.

The CEO has an option to deliver a number of shaithsan aggregate fair market value that equaksxeeeds (to avoid the issua
of fractional shares) the required tax withholdpayment resulted from the vesting of the restrictextk or from the exercise of
options. As of March 31, 2013, 6,567 shares werthheid by the Company to satisfy tax withholdindigdtions. The paymet
amounting to $20,388, was deducted from equity.

On or before December 31 of each calendar yeaiCE® will be eligible to receive an additional grah equity awards equal, in t
aggregate, to up to 0.5% of the Compangttual outstanding shares of common stock omdite of grant, provided that the ac
amount of the grant will be based on his achievearoégertain performance objectives as establidhethe board, in its reasona
discretion, for each such calendar year.

12




NOTE 9 - RELATED PARTIES (continued):

If, during the term of the Employment Agreemeng tBEO's employment is terminated upon certain ¢ommdi as stipulated in t
agreement, the CEO will be entitled to receiveairrbenefits as stipulated in the agreement.

In calculating the fair value of the above optitims Company used the following assumptions: dividgeld of 0% and expected te
of 5.04-6.5 years; expected volatility of 68.5%3%; and risk-free interest rate of 0.72%-1.07%.

The fair value of the above 525,927 and 74,073o0gti using the Black-Scholes optiprieing model, was approximately $1
million.

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

NOTE 10 - COMMITMENT AND CONTINGENT LIABILITIES:

a.

Commitment

In March 2010, the Company entered into a licemgeament to use a stent design (“MGuard Prithé). Pursuant to the agreem
the licensor was entitled to receive royalty payteeri 7% of net sales outside the United States fandales within the United Stat
royalty payments as follows: 7% of net sales far flist $10,000,000 of net sales and 10% of netssébr net sales exceed
$10,000,000.

On October 20, 2012, the Company, InspireMD Ltd] #re licensor entered into the First Amendmentitense Agreement, whi
amended the license agreement described aboveidPtit®e the amendment, amongst other things, tdemdor agreed to reduce
royalty owed with respect to sales of MGuard Pritdefb 2.9% of all net sales both inside and outsh® U.S. in exchange for
InspireMD Ltd. waiving $85,000 in regulatory fees the CE Mark that were owed by the licensor &plreMD Ltd., (ii) InspireML
Ltd. making full payment of royalties in the amowft$205,587 due to the licensor as of SeptembeR@0D2 and (iii) 215,000 sha
of the Companys common stock, that were valued at the closingepof the common stock on October 19, 2012 at $pe20shart
The total amount paid to the licensor was value$i1a848,000, inclusive of the shares issued as agethe $85,000 waiver, and \
allocated as follows: $930,000 was allocated ta@itdss’ buyout and $918,000 was allocated to “refeand developmengxpense
based on the MGuard PrimeTM registration statuhénvarious territories. The royaltigstyout amortization is calculated using
economic pattern of the Company’s estimated futevenues over the estimated useful life of the lt@sa buyout. The amortizatic
is recorded in “Cost of Revenues” in the Consofiddbtatements of Operations.

On February 27, 2013, the Company gave a 90 dayisenperiod as stipulated in the agreement to elaiteclease agreement for
Company’s existing production facilities. The protan will be moved to the Company’s headquarters.

b. Litigation
In February 2011, a third party threatened to stmkages from the Company in connection with ceffianters’ fees that it claime
were owed. The claimant is seeking approximatelyrfilion. To date, no lawsuit has been filed and @ompany has not accruec

expense in connection with this matter because€Cthrapanys management, after considering the views of galleounsel as well
other factors, believes that a loss to the Compangither probable nor in an amount or range &4 that is estimable.
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NOTE 10 - COMMITMENT AND CONTINGENT LIABILITIES (co ntinued):

In February 2011, a service provider filed a claigainst the Company for $327,000 in the Magistsa@urt in Tel Aviv, claiming
future success fee and commission for assistanfiedmg the Company’s distributor in Brazil. Theo@panys management, af
considering the views of its legal counsel as wasllother factors, recorded a provision of $327jo0e financial statements in -
first quarter of 2011. The related expense has lbeeorded to “General and administrativeithin the Consolidated Statement:
Operations. On October 5, 2011, the Company filedunter claim against the plaintiff in the amooh$29,000. Following the fir
court evidence hearing held on January 20, 20E3pénties reached a settlement agreement whichdeothat in consideration of
mutual waiver by the parties of all their claimsasgt each other and their shareholders, officedseanployees, the Company s
pay to the plaintiff $50,000. As of March 31, 2018 Company paid the plaintiff $25,000 and thevjgion was modified to $25,000.

In August 2011, a former senior employee submittethe Regional Labor Court in Tel Aviv a claim aga the Company for |
compensation of $118,000 and (ii) a declaratorynguthat he is entitled to exercise 121,742 optitmgpurchase shares of
Companys common stock at an exercise price of $0.004 fpares of which, 20,290 options were not disputedhgy Company. C
October 21, 2012, the former senior employee egedc?0,290 options. After considering the viewklegal counsel as well as ot
factors, the Companyg’management believes that a loss to the Compamgitiser probable nor in an amount or range of thas it
estimable.

In November 2011, a former service provider of IrefdD Ltd. filed a claim with the Magistrate Cournt Tel Aviv against th
Company, InspireMD Ltd. and the Compasyormer President and former CEO for a declaratoling that it is entitled to conve
options to purchase 13,650 of InspireMD Ls$dordinary shares at an exercise price of $3.6%Ip&re into options to purchase 27,
shares of the Comparsytcommon stock at an exercise price of $1.80 paresland to convert options to purchase 4,816 sgitaMC
Ltd.’s ordinary shares at an exercise price of fdOshare into options to purchase 9,772 shardedfompanys common stock at
exercise price of $4.92 per share. On July 30, 202 parties held a mediation which resulted setlement agreement, pursuar
which the Company paid $7,000 plus value addedstéxehe plaintiff and the plaintiff waived all bis claims to any options a
agreed to the irrevocable dismissal of the abovetimeed claim. On August 5, 2012, the court appdotre settlement and dismis
the claim.

In December 2011, a statement of claim againsCapany was submitted by an alleged finder of tbem@any regarding options
purchase 146,089 shares of the Compmogmmon stock. Following an evidence hearing onl 29, 2013, the parties agreed to st
all current and future claims against each othezxichange for the Company issuing between $50,860$200,000 of shares of
common stock, with the exact amount and currentievadf the Company's common stock to be determinedhe court. Afte
considering the views of its legal counsel as asllother factors, the Compasyhanagement believes that the final outcome v
the range is not estimable.

In July 2012, a purported assignee of options apineMD Ltd. submitted a statement of claim agathetCompany, InspireMD Lt
and the Compang’ former CEO and former President for a declaraémy enforcement order that it is entitled to apgido purchas
83,637 shares of the Compasyommon stock at an exercise price of $0.76 pareshfter considering the views of its legal ccel
as well as other factors, the Compangianagement believes that a loss to the Companmsitfser probable nor in an amount or re
of loss that is estimable.
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NOTE 10 - COMMITMENT AND CONTINGENT LIABILITIES (co ntinued):

In December 2012, a former service provider of D GmbH filed a claim with the Labor Court in Boos Aires, Argentina in t
amount of $193,378 plus interest (6% in dollard®5% in pesos), social benefits, legal expensdgers (25% of the award) aga
InspireMD Ltd. and InspireMD GmbH. The Company'snagement, after considering the views of its legainsel as well as ott
factors, recorded a provision of $250,000 in timaficial statements for the quarter ended Decenthe2(® 2. The related expense
been recorded to "General and administrative" wittlie Consolidated Statements of Operations. Thewpaay's manageme
estimates that the ultimate possible resolutiothisf matter could result in a loss of up to $80,006xcess of the amount accrued.

In December 2012, the State of Israel filed a camplagainst InspireMD Ltd., the Compasyormer CEO, former President, i
Vice President of Research and Development (tharidyers™),alleging that InspireMD Ltd. failed to operate jtoduction facilitie
under a proper business license. InspireMD Ltdeikeal its required business license on Januar2@13. On February 13, 2013,
claims against the Managers were dropped and bBidpirLtd. settled its claim with the State of Isréml less than $2,000.

C. Liens and pledge

As of March 31, 2013, the Company had fixed lieggragating $91,000 to bank Mizrahi in connectiothvthe Company credi
cards.

The Companys obligations under the Debentures were secured fingt priority perfected security interest in afl the assets a
properties of the Company and InspireMD Ltd., inihg the stock of InspireMD Ltd. and InspireMD Gmbid connection with tF
Exchange (See Note 1), all of these security istereere terminated.

NOTE 11 - ENTITY WIDE DISCLOSURE:
The Company operates in one operating segment.

Disaggregated financial data is provided belowodisws:

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

Revenues are attributed to geographic areas basdbeolocation of the customers. The following iswammary of revenues
geographic areas:

3 months endec 9 months endec
March 31, March 31,
2013 2012 2013 2012

(% in thousands) (% in thousands)
Russia $ 43t $ - 9 56C $ 36C
Spain 157 10& 44¢€ 37¢
Germany 81 15C 18¢€ 32C
Netherland:s 39 12z 10& 144
India 27 12C 29¢ 12C
Mexico - 21¢ 5 391
Poland - 144 3 334
Other 77E 277 1,76¢ 2,371
$ 151< $ 1,13¢ $ 3,37 $ 4,41¢
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NOTE 11 - ENTITY WIDE DISCLOSURE (continued):

The following is a summary of revenues by principagtomers:

Customer A
Customer B
Customer C
Customer D
Customer E
Customer F
Customer G

3 months endec

9 months endec

March 31, March 31,
2013 2012 2013 2012
28% -% 17% 8%
10% 9% 13% 9%
5% 13% 6% 7%
3% 11% 3% 3%
2% 11% 9% 3%
-% 1% -% 9%
-% 13% -% 8%

The majority of tangible long-lived assets are tedan Israel.

NOTE 12 - SUBSEQUENT EVENTS:

On November 16, 2011, in connection with the apimoémt of the Compang’ Chairman, the Chairman was issued an opti
purchase 181,250 shares of common stock at anisxegice of $7.80 per share, which vested andrbeaaxercisable on April 1

2013, when the common stock was listed on the NMBH, a registered national securities exchange.

On April 16, 2013, the Company appointed a new \Recesident of Corporate Development. In accordavite the appointment, ¢
April 22, 2013, the Company granted the new VicesRient of Corporate Development stock optionsuieimase 150,000 shares
the Company’'s common stock. The options have amciseeprice of $1.97, which was the fair marketueabf the Company’
common stock on the date of grant. The optionssabgect to a three-year vesting period with tmed of such awards vesting ei

year.

In calculating the fair value of the above optitins Company used the following assumptions: dividgield of 0% and expected te

of 5.5-6.5 years; expected volatility of 66.9%-68;2and risk-free interest rate of 0.8%-1.02%.

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

On April 22, 2013, the Company modified the compgion packages of its chief financial officer ansl $enior vice president
research and development and chief technical offiéeinspireMD Ltd., the Company’s whollgwned subsidiary, in order to
increase the base salaries of each to $175,00@npeim, (i) provide that each shall be eligibledoeive an annual bonus equal t
to 30% of his base salary, at the sole discretioth@ compensation committee of the Company, irsatiation with the Company

chief executive officer, and (iii) provide termiiat benefits as stipulated in the amendments.

On April 25, 2013, the Company granted to the CH@ftions to purchase 297,447 shares of commarksib Common Stock, wi
an exercise price of $2.05 per share (the “Apriti@p Grant”) and (ii) 179,866 restricted sharesCafmmon Stock (theApril RS
Grant”). The April Option Grant vests in three equal annosfallments. The April RS Grant is subject to &dre until vested. Th
award vests in three equal annual installments.fainealue of the above 179,866 restricted sheuas approximately $369,000.
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NOTE 12 - SUBSEQUENT EVENTS (continued):

In calculating the fair value of the above optitins Company used the following assumptions: dividgield of 0% and expected te
of 5.5-6.5 years; expected volatility of 66.9%-68;2and risk-free interest rate of 0.82%-1.04%.

The fair value of the above options, using the Bi&choles option-pricing model, was approximate3$& 000.

On May 3, 2013, the board of directors approvedgheance of options to purchase an aggregatey0d0 shares of the Compasay’
common stock to certain of the Compayidependent directors, with the grant date tthbesecond trading day after the filing of
Quarterly Report on Form 1Q-and the exercise price to be the fair marketesafuthe common stock on such grant date. The g
will be subject to a three-year vesting period vaitte-third of such awards vesting each year.

During April and May 2013, the Company issued altof 126,928 shares of its common stock in conaerawith the exercise
126,928 options. The Company’s cash proceeds inezion with such exercises equal the par valubeghares issued.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our finahcondition and results of operations should l@ad in conjunction with tt
accompanying condensed consolidated financial statés and related notes included elsewhere inQbarterly Report on Form 10-Q.

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

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains “fordrmoking statementsyvhich include information relating to future everfisture
financial performance, strategies, expectationsypetitive environment and regulation. Words suchraay,” “should,” “could,” “would,”
“predicts,” “potential,” “continue,” “expects,” “ditipates,” “future,” “intends,” “plans,” “believe’s “estimates,”and similar expressions,
well as statements in future tense, identify fovimoking statements. Forwatdeking statements should not be read as a guaraftiiture
performance or results and will probably not beusate indications of when such performance or teswill be achieved. Forwariboking
statements are based on information we have whesethtatements are made or our good faith belief &isat time with respect to futt
events, and are subject to risks and uncertaittiggscould cause actual performance or resultsfter dnaterially from those expressed ir

suggested by the forward-looking statements. Ingmbifiactors that could cause such differences dgglbut are not limited to:

« our history of recurring losses and negative céshvs from operating activities, significant futucemmitments and the uncertai
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 facilitgt aur ability to comply with stringent manufacthgi quality standards and
increase production as necess;i

« the risk that the data collected from our curremd @lanned clinical trials may not be sufficientdemonstrate that the MGuarc
technology is an attractive alternative to othecpdures and produc

« intense competition in our industry, with compattdaving substantially greater financial, techgalal, research and developm:
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 ragajdah the United States, Europe or Israel;

« price increases for supplies and components;

- inability to carry out research, development anchicercialization plans; and

« loss or retirement of key executives and reseasigintists.

For a discussion of these and other risks thaterétaour business and investing in our commonkstgau should carefully review t
risks and uncertainties described under the hed®iag Il — Item 1A. Risk Factors” and elsewherehis Quarterly Report on Form ID-anc
in our Transition Report on Form 10-KT for the smonth period ended June 30, 2012 (the “Transitiepd®”), and those described from ti
to time in our future reports filed with the Seti@#s and Exchange Commission. The forwirking statements contained in this Quart
Report on Form 1@ are expressly qualified in their entirety by teeutionary statement. We do not undertake anygatiin to publicl
update any forwartboking statement to reflect events or circumstarmier the date on which any such statement isenoado reflect th
occurrence of unanticipated events.
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Overview

We are a medical device company focusing on theldpment and commercialization of our proprietagns platform 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).

Recent Developments

On December 19, 2012, we effectuated a ondefor-reverse stock split of our outstanding sharfesommon stock. Our authoriz
shares of common stock were not adjusted as & fahis reverse stock split. All share and redadgtion and warrant information presente
the following discussion and analysis of our finahcondition and results of operations and theoaqEanying consolidated interim financ
statements have been retroactively adjusted teatetthe reduced number of shares outstanding whaalited from this action.

On April 16, 2013, we consummated an underwritteblip offering pursuant to which we sold 12.5 nailishares of common sto
The public offering price of our common stock instbffering was $2.00 per share, resulting in aggte net proceeds to us of approxime
$22.6 million, after the underwriters’ commissicasd offering expenses. We also granted the undenarin this offering a 3@day option t
purchase up to an additional 1.875 million shafesommon stock to cover ovattotments, if any. On April 11, 2013, followingetpricing o
the offering, the Company’s common stock commernicading on the NYSE MKT.

Critical Accounting Policies

A critical accounting policy is one that is bothgartant to the portrayal of our financial conditiand results of operation and requ
managemeng most difficult, subjective or complex judgmerdfien as a result of the need to make estimatest dhe effect of matters that
inherently uncertain. Our critical accounting p@& are more fully described in Note 2 of the Ndteshe Consolidated Financial Statem
included in our Transition Report and are disclogedhe Managemert’ Discussion and Analysis of Financial Conditiord dResults ¢
Operations section of our Transition Report. THeree not been any material changes to such cri@aunting policies since June 30, 2012.

The currency of the primary economic environmentwhich our operations are conducted is the U.Sladdl'$” or “dollar”).
Accordingly, our currency is the dollar.

Results of Operations
Three Months Ended March 31, 2013 Compared to Thieeths Ended March 31, 2012

Revenues For the three months ended March 31, 2013, taeénue increased by approximately $0.4 million,38r0%, tt
approximately $1.5 million from approximately $1riillion during the same period in 2012. The follogiis an explanation of t
approximately $0.4 million increase in revenue lmldown by its main two components, an increasgrass revenues of approximal
$452,000 and a net decrease in deferred revenuwgspobximately $77,000.

For the three months ended March 31, 2013, to@dsgrevenue increased by approximately $452,00@pproximately 42.6%,
approximately $1.5 million from approximately $rillion during the same period in 2012. This in@@an total gross revenue is attribut:
to an increase in sales volume of approximatel\b $@illion, or approximately 47.1%, partially offsély price decreases to our rej
distributors accounting of approximately $54,000approximately 5.1%. With respect to regions, itlherease in gross revenue was me
attributable to an increase of approximately $0illion in gross revenue from our distributors inrBpe, an increase of approximately ¢
million in gross revenue from our distributor irrdel and an increase of approximately $0.1 miliiorgross revenue from our distributor:
Africa. These increases were partially offset bgexrease of approximately $0.1 million in grosseraie from our distributors in La
America.

For the three months ended March 31, 2013, we diidetognize past deferred revenue, nor did werdafe of our current revent

compared to a net recognition of approximately $@@,0f revenue during the same period in 2012.r€kenue recognized and deferred dL
both periods was calculated based on our historgtafns, and recognized one year later.
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Gross Profit. For the three months ended March 31, 2013, gpoefit (revenue less cost of revenues) increase®%8 o
approximately $0.3 million, to approximately $0.9llion from approximately $0.6 million during thease period in 2012. The increasi
gross profit is attributable to an increase in sedes of approximately $0.4 million, partially affsby an increase in cost of goods sol
approximately $0.1 million. Gross margin increagetn 49.6% in the three months ended March 31, 206155.5% in the three months en
March 31, 2013 due to an increase in average pélssas well as a decrease in average cost pesaldi

Research and Development Expensé®sr the three months ended March 31, 2013, relseand development expenses decre
32.8%, or approximately $0.5 million, to approxielgt$0.9 million, from approximately $1.4 millionudng the same period in 2012. ~
decrease in cost resulted primarily from lowerichhtrial expenses of approximately $0.4 milliattributable mainly to a timing gap betw
the preelinical phase and the start of the recruitmentsphaf our planned U.S. Food and Drug Administratibal (causing a decrease
approximately $0.3 million between periods), aslvasl a decrease of approximately $0.2 million ipenses associated with our MAST
Trial, as we approach the trialconclusion, partially offset by an increase ipenditures related to a clinical trial for our M@dig&Carotic
product (increase of approximately $0.1 millior).dddition to the decrease in clinical trial expenshere was a decrease of approxim
$0.1 million in share based compensation experi®esearch and development expense as a percentageeniie decreased to 59.9% for
three months ended March 31, 2013 from 118.5%eérst#ime period in 2012.

Selling and Marketing Expenses-or the three months ended March 31, 2013, geiimd marketing expenses increased 80.7'
approximately $0.4 million, to approximately $0.8llion, from approximately $0.4 million during theame period in 2012. The increas
selling and marketing expenses resulted primardynfan increase of approximately $0.2 million oflitidnal salary expenses as we expal
our sales activities worldwide, an increase of apjnately $0.2 million in product promotion expessand an increase of approximately :
million in travel expenses. These increases wertaflg offset by a decrease of approximately $@illion in miscellaneous expenses. Sel
and marketing expenses as a percentage of revecneased to 53.1% in the three months ended MdrcR(® 3 from 39.1% in the same pe
in 2012.

General and Administrative ExpenseBor the three months ended March 31, 2013, gkaerdh administrative expenses incre:
23.4%, or approximately $0.5 million, to approxielgt$2.4 million from approximately $1.9 million dog the same period in 2012. T
increase resulted primarily from an increase irresbased compensation of $0.3 million (which predondlyarelates to the hiring of our ni
chief executive officer), an increase in salaryenges of approximately $0.2 million (which predoatély relates to the hiring of our new cl
executive officer), and an increase of approxinya$€l.1 million in miscellaneous expenses. Thiséase was partially offset by a decreas
approximately $0.1 million in rent expense. Genarad administrative expenses as a percentage efiuevdecreased to 154.6% in the t
months ended March 31, 2013 from 166.6% in the gaanied in 2012.

Financial Expenses (IncomeJ-or the three months ended March 31, 2013, fiahegpenses (income) increased approximately
million to approximately $1.7 million of financiaxpenses from approximately $11,000 of financiabme during the same period in 2(
The increase in expense resulted primarily fronraxdmately $1.3 million of amortization expensetpéring to our convertible debentures
their related issuance costs and approximately 8ll®n of expense pertaining to amitution rights, partially offset by approximate$.<
million of financial income pertaining to the reuation of certain of our warrants due to our stprke decreasing to $2.52 on March 31, 2
from $3.90 on December 31, 2012. Financial expassa percentage of revenue increased from (1.0)#teithree months ended March
2012, t0 111.8% in the same period in 2013.

Tax Expenses (Incomelror the three months ended March 31, 2013, tprmeses (income) decreased by approximately $43;661

approximately $25,000 of tax expenses for the timeaths ended March 31, 2012, to approximately GBi®Bof tax income during the sa
period in 2013.
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Net Loss. Our net loss increased by approximately $1.8ionillor 55.6%, to approximately $4.9 million foretthree months end
March 31, 2013 from approximately $3.1 million dgithe same period in 2012. The increase in nstriesulted primarily from an increase
approximately $1.7 million in financial expensegdsabove for explanation) and an increase of appeigly $0.4 million in operatir
expenses (see above for explanation), partiallyedby an increase of approximately $0.3 milliogiass profit (see above for explanation).

Nine Months Ended March 31, 2013 Compared to Ninathts Ended March 31, 20:

Revenues For the nine months ended March 31, 2013, tatakmue decreased by approximately $1.0 million2816%, t
approximately $3.4 million from approximately $4ndillion during the same period in 2012. The follogiis an explanation of t
approximately $1.0 million decrease in revenue brodown by its main two components, a decreasedssgevenues of approximately ¢
million, partially offset by a net increase in deé&l revenues of approximately $0.1 million.

For the nine months ended March 31, 2013, totadgrevenue decreased by approximately $1.1 milboapproximately 24.6%,
approximately $3.3 million from approximately 4.4llion during the same period in 2012. This deceeas total gross revenue is entit
attributable to a decrease in sales volume of agpiately $1.1 million, or approximately 24.7%, pally offset by price increases to our reg
distributors of approximately $5,000, or approxietat0.1%. The $1.1 million decrease was attrib@tgisimarily to activities in anticipation
the release of our MASTER trial results at the Scatheter Cardiovascular Therapeutics (TCT) meetingliami, Florida, which include
evaluating and appointing new distributors in saemitories, as well as replacing third party disitors with direct sales channels in
European countries where end user average seltiogspand the lack of strong distributors have timiisales. Broken out by region,
decrease in gross revenue was mainly attributabtedecrease of approximately $0.8 million in gnessenue from our distributors in Cen
and South America, a decrease of approximately $Ul®n in gross revenue from our distributorsinrope, a decrease of approximately
million in gross revenue from our distributors srdel and a decrease of approximately $0.1 milliogross revenue from our distributor:
Africa. These decreases were partially offset binarease of approximately $0.3 million in grossemreue from our distributors in Asia.

Net deferred revenue during the nine months endactivi31, 2013 increased to approximately $83,000gmized in revenue frc
approximately $53,000 recognized in revenue dutfigsame period in 2012. The revenue recognizedlaefedred during both periods rels
to our provision for returns, which is calculateasbd on our history of returns, and recognizedyeae later.

Gross Profit. For the nine months ended March 31, 2013, grosfitprevenue less cost of revenues) decrease8%4,80i
approximately $448,000, to approximately $1.9 midlfrom approximately $2.4 million during the sapegiod in 2012. This decrease in gi
profit is attributable to a decrease in net safespproximately $1.0 million, partially offset bydiecrease in cost of goods sold of approxim
$0.5 million. Gross margin increased from 53.7%hie nine months ended March 31, 2012 to 57.0%eamthe months ended March 31, 2013.

Royalties’ Buyout Expenses$-or the nine months ended March 31, 2013, werirduapproximately $0.9 million in royaltiebuyou
expenses relating to the restructuring of our tyyagreement for the MGuard Prime version of ourldf@ Coronary stent. In connection v
the restructuring of this agreement, the licengdhe stent design used for this product agreegddace the royalty from 7% of net sales oul
of the United States, 7% of the first $10.0 milliohnet sales in the United States and 10% of alessn the United States above $10.0 mi
to 2.9% of all net sales both inside and outsideUhnited States in exchange for (i) us waiving 888,in regulatory fees owed to us, (ii)
making full payment of royalties owed as of Septem®0, 2012 in the amount of $205,587 and (iii)7$8,000, payable in 215,000 share
our common stock that were valued at $8.20 perestidrere was no such expense during the nine memithsd March 31, 2012. Royalties
buyout expenses as a percentage of revenue wak 23t 2he nine months ended March 31, 2013.
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Research and Development Expens&®r the nine months ended March 31, 2013, reBeancd development expenses incre
13.9%, or approximately $0.4 million, to approxielst$3.1 million from approximately $2.7 million dng the same period in 2012. 1
increase in cost resulted primarily from highenidal trial expenses of approximately $0.3 millattributable mainly to a clinical trial for ¢
MGuard Carotid product (approximately $0.4 millipahd miscellaneous clinical trial expenses (appnately $0.1 million), partially offset t
delaying expenditures associated with our plannel Bood and Drug Administration trial (causingexmase of approximately $0.1 mill
between periods), as we awaited approval for ouedtigational Device Exemption application with &S Food and Drug Administration,
well as a decrease of approximately $0.1 millioexpenses associated with our MASTER Trial (as weeveoncluding the trial). In addition
the increase in clinical trial expenses, there wasincrease of approximately $0.1 million in patempenses. Research and develop
expense as a percentage of revenue increased?8» 9@ the nine months ended March 31, 2013 frol8%lin the same period in 2012.

Selling and Marketing Expensed-or the nine months ended March 31, 2013, sebind marketing expenses increased 75.7¢
approximately $1.0 million, to approximately $2.4llion, from approximately $1.4 million during theame period in 2012. The increas
selling and marketing expenses resulted primaribynf approximately $0.5 million of additional salagxpenses as we expanded our !
activities worldwide, an increase of approximat&f/4 million in expenditures related to the Tratlseter Cardiovascular Therapeutics (T
meeting in Miami, Florida, where we announced awcgssful MASTER trial results, an increase of agipnately $0.4 million in produ
promotional expenses, and an increase of approgiynd0.1 million in travel expenses. These increasere partially offset by a decreas
approximately $0.3 million in share based compeaosatxpenses and a decrease of approximately $llidrmin miscellaneous expens
Selling and marketing expenses as a percentagyenue increased to 71.5% in the nine months elidedh 31, 2013 from 31.1% in the sé
period in 2012.

General and Administrative ExpenseBor the nine months ended March 31, 2013, germrdladministrative expenses decre
46.2%, or approximately $5.4 million, to approxielgt$6.4 million from approximately $11.8 milliorudng the same period in 2012. T
decrease resulted primarily from a decrease ineshbased compensation of $6.6 million (which predwtely pertained to directors’
compensation), partially offset by an increasepgraximately $0.5 million in legal fees and oth&penses related to our fundraising activi
approximately $0.2 million in additional salarieghfch predominately relates to the hiring of ounnehief executive officer), an increase
approximately $0.2 million in bad debt expense amdincrease of approximately $0.3 million in mitzetous expenses. General
administrative expenses as a percentage of revéeereased to 188.0% in the nine months ended MzikcR013 from 266.8% in the sa
period in 2012.

Financial ExpensesFor the nine months ended March 31, 2013, firereipenses increased 2,416.2% or approximate8/ islion
to approximately $3.4 million from approximately .$Omillion during the same period in 2012. The @age resulted primarily frc
approximately $3.4 million of amortization expems&taining to our convertible debentures and tredated issuance costs and approximi
$1.3 million of expense pertaining to adtiution rights expenses, partially offset by appneately $1.2 million of financial income pertaiig
to the revaluation of certain of our warrants doetrr stock price decreasing to $2.52 on March2813, from $4.24 on June 30, 2012
approximately $0.1 million for the favorable impadtexchange rate differences for the nine monttded March 31, 2013. Financial expe
as a percentage of revenue increased from 3.1Beinibe months ended March 31, 2013, to 101.5%drsame period in 2013.

Tax Expenses For the nine months ended March 31, 2013, tavems@s increased by approximately $24,000 from appetely
$7,000 for the nine months ended March 31, 2018ppoximately $31,000 during the same period t320

Net Loss. Our net loss increased by approximately $0.6ionij/lor 4.8%, to approximately $14.3 million foretinine months end
March 31, 2013 from approximately $13.7 million thgr the same period in 2012. The increase in ngd lesulted from an increase
approximately $3.3 million financial expenses (sd®ve for explanation) and a decrease of approgign&0.4 million in gross profit (s
above for explanation), partially offset by a dese of approximately $3.1 million in operating exges (see above for explanation).
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Liquidity and Capital Resources

Due to the underwritten public offering of our commstock and the exchange and amendment agreema¢mie entered into with t
holders of our convertible debentures, we beliéat wve have sufficient cash to continue our openatinto 2015. However, depending on
operating results in 2013 and 2014, we may needise additional funds in 2015 to continue finagdis operations.

General. At March 31, 2013, we had cash and cash equiisatdrapproximately $2.5 million, as compared t@.81million as of Jur
30, 2012. The decrease is attributable primarilguonet loss, excluding narash financial expenses. We have historically rietcash nee:
through a combination of issuing new shares, barrgvactivities and sales. Our cash requirementsgarerally for product developme
clinical trials, marketing and sales activitiesdince and administrative cost, capital expenditanesgeneral working capital.

Cash used in our operating activities was approtéim&8.6 million for the nine months ended Mardh 2013 and $5.8 million for ti
same period in 2012. The principal reasons fousage of cash in our operating activities for threeimonths ended March 31, 2013 inclu
net loss of approximately $14.3 million and an @ase in working capital of approximately $0.9 roillj offset by approximately $2.7 milli
in non-cash financial expenses, approximately $&illlon in non-cash share-based compensation, agpedely $0.9 million in a nomast
royalties buyout, approximately $0.1 million in depiation and amortization expenses and approxin&i@.2 million of miscellaneot
expenditures.

Cash used in our investing activities was approiéga$267,000 during the nine months ended March 2213, compared
approximately $109,000 of cash generated by invgsictivities during the same period in 2012. Thegipal reason for the increase in ¢
used in investing activities during 2013 was thechase of property, plant and equipment of appraiéty $118,000 (primarily ne
manufacturing equipment), an increase in restriatadh of approximately $54,000 and the funding oifpleyee retirement funds
approximately $95,000.

Cash generated by financing activities was appratéhg $1.0 million for the nine months ended Ma8dh 2013, compared to $.
million generated from financing activities for teame period in 2012. The principal source of dasim financing activities during the ni
months ended March 31, 2013 was funds receivedhforexercise of options and warrants in the amotr@pproximately $1.0 million. |
contrast, during the nine months ended March 3122@e received approximately $1.5 million from #wercise of options, partially offset
a repayment of a long term loan of approximately3$8illion.

As of March 31, 2013, our current liabilities exded current assets by a multiple of 1.53. Curresét decreased approximately -
million during the nine month period, mainly duedash used in operations, and current liabiliteseased by approximately $7.3 mill
during the same period, mainly due to the liabidigsociated with our convertible debentures. Assalt, our working capital surplus decrez
by approximately $14.5 million to a working capithficiency of approximately $3.8 million at Mar8f, 2013.

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 approxitgya$9.9 million. The convertib
debentures were issued with a 6% original issudism®unt, bore interest at an annual rate of 8%vearé convertible at any time into share
common stock at an initial conversion price of $7p@r share. Upon conversion of the convertibleedalres, investors were entitled to rec
a conversion premium equal to 8%, per annum, wiim# of 12% for the term of the convertible deb@ms, of the principal amount be
converted. In addition, the investors had the rightequire us to redeem the convertible debentateeny time after October 5, 2013
months after the date of issuance) for 112% ofhlke outstanding principal amount, plus all accrueerest, and we had the right to prepay
convertible debentures after six months for 112%hefthen outstanding principal amount, plus afiraed interest. In connection with t
financing, we paid placement agent fees of $848athDissued placement agents warrants to purct&6@8/shares of common stock, v
terms identical to the warrants issued to the itores
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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 theer®lof the convertible debentures, reflecting aveasion price of $2.(
per share for the remaining unpaid portion of thewertible debenture

« issued five year warrants to the holders of theswertible debentures to purchase an aggregat8®081 shares of comm
stock for $3.00 per shar

. amended the securities purchase agreement putsuahich the convertible debentures were originalued to prohibit
from issuing securities containing édilution protective provisions; ar

« amended the warrants issued in connection wittctimertible debentures to (i) eliminate the autaeiacorporation of th
terms of any securities that are superior to tridsgich warrants, except with respect to exercigge @nd warrant covera
and (ii) provide that upon a fundamental transagtibe holders of such warrants will have the rightause us to repurch
the unexercised portion of such warrants at th&cBScholes value on the date of such fundamentaldcdiosn, payable
shares of common stock, rather than in cash agpweasously provided

Recently Issued Accounting Pronouncements
None.
Factors That May Affect Future Operations

We believe that our future operating results wilhtinue to be subject to quarterly variations bagpdn a wide variety of facto
including the cyclical nature of the ordering patteof our distributors, timing of regulatory appats, 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 affestotner demand, such as individual country reimbmesg policies pertaining to ¢
products.

Contractual Obligations and Commitments

During the nine months ended March 31, 2013, wenaiee our license agreement for the use of the d&sign for the MGuard Prir
version of the MGuard Coronary stent. Pursuanh&éamendment, among other things, the licensonefstent design used for this proc
agreed to reduce the royalty from 7% of net salgside of the United States, 7% of the first $10,000 of net sales in the United States
10% of net sales in the United States above $10000o 2.9% of all net sales both inside and detshe United States in exchange for (
waiving $85,000 in regulatory fees owed to us, ) making full payment of all royalties owed asS&ptember 30, 2012 in the amour
$205,587 and (i) $1,763,000, payable in 215,088ras of our common stock that were valued at $8e2Ghare.
Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

We are exposed to market risk related to fluctuatio interest rates and in foreign currency exgbaates.
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Interest Rate Exposure

Our exposure to market risk relates primarily torsterm investments, including funds classified ashaguivalents. As of March &
2013, all excess funds were invested in time dépasid other highly liquid investments, therefoue interest rate exposure is not considert
be material.

Foreign Currency Exchange Rate Exposure

Our foreign currency exchange rate exposure coesirio evolve as we grow internationally. Our expesto foreign currenc
transaction gains and losses is the result of icertaenues and expenses being denominated inncigszother than the U.S. dollar, prims
the Euro and the NIS. We do not currently engageeitdiging or similar transactions to reduce theslesriFluctuations in currency excha
rates could impact our results of operations, fom@rposition, and cash flows.

Item 4. Controls and Procedures
Management's Conclusions Regarding Effectiveness Biisclosure Controls and Procedures

As of March 31, 2013, we conducted an evaluatiorgen the supervision and participation of managenieriuding our chie
executive officer and chief financial officer, dfet effectiveness of our disclosure controls anatgutares (as defined in Rule 1Bafe) an
Rule 15d15(e) of the Securities Exchange Act of 1934, asratad). There are inherent limitations to the éffecess of any system
disclosure controls and procedures. Accordinglenreeffective disclosure controls and proceduresardy provide reasonable assuranc
achieving their control objectives.

Based upon this evaluation, our chief executiveeeffand chief financial officer concluded that a@iisclosure controls and procedt
are effective at the reasonable assurance lews#|March 31, 2013.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control dwemcial reporting during the nine months endeddia31, 2013 that materia
affected, or are reasonably likely to materiallieaf, our internal control over financial reporting

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

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

Iltem 1A. Risk Factors

There are numerous and varied risks, known andawknthat may prevent us from achieving our godétsu should carefully consid
the risks described below and the other informaitictuded in this Quarterly Report on Form 10-Qoirr Quarterly Reports on Form TDfor
the three months ended September 30, 2012 andktheaths ending December 31, 2012 and in our TiiansReport on Form 18dT for the
six month period ended June 30, 2012, includingcttresolidated financial statements and relatedsndteany of the following risks, or a
other risks not described below, actually occuis ilikely that our business, financial conditiand/or operating results could be mater
adversely affected. In such case, the trading @iee market value of our common stock could deddind you may lose part or all of y
investment in our common stock. The risks and uag#res described below include forwdabking statements and our actual results
differ from those discussed in these forward-logldtatements.
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Risks Related to Our Business
We have a history of net losses and may experigntére losses.

To date, we have experienced net losses. A sulmtpottion of the expenses associated with ourufearturing facilities are fixed in natt
(i.e., depreciation) and will reduce our operatingrgin until such time, if ever, as we are abléntwease utilization of our capacity throt
increased sales of our products. The clinicaldriscessary to support our anticipated growth lvéllexpensive and lengthy. In addition,
strategic plan will require a significant investrhém clinical trials, product development and sadesl marketing programs, which may
result in the accelerated revenue growth that wieipate. Since we expect to continue incurringateg cash flows from operations, there
be no assurance that we will ever generate sufficevenues to become profitable.

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

We expect our revenue to be generated from salesrofGuard stent products and other products wg dexelop. Future sales of th
products, if any, will be subject to the receiptrefulatory approvals and commercial and markeedaimties that may be outside our con
If we fail to generate such revenues, our resultsperations and the value of our business andrisiesuwould be materially and advers
affected.

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

Our ability to protect our products from unauthedzor infringing use by third parties depends suit&lly on our ability to obtain al
maintain valid and enforceable patents. Similathg ability to protect our trademark rights mighg¢ bmportant to prevent third pa
counterfeiters from selling poor quality goods gswur designated trademarks/trade names. Due tiviegdegal standards relating to
patentability, validity and enforceability of patertovering medical devices and pharmaceuticalntiees and the scope of claims made u
these patents, our ability to enforce patents errain and involves complex legal and factual gaes. Accordingly, rights under any of «
pending patent applications and patents may natigeous with commercially meaningful protection four products or may not afforc
commercial advantage against our competitors dr twnpetitive products or processes. In additipatents may not be issued from
pending or future patent applications owned byiaarised to us, and moreover, patents that maysbedsto us now or in the future may na
valid or enforceable. Further, even if valid andoeceable, our patents may not be sufficiently braaprevent others from marketing prodi
like ours, despite our patent rights.

The validity of our patent claims depends, in part,whether prior art references exist that descoibrender obvious our inventions a
the filing date of our patent applications. We nmay have identified all prior art, such as U.S. émebign patents or published application
published scientific literature, that could advéysaffect the patentability of our pending patemppkcations. For example, some mate
references may be in a foreign language and maybaotincovered during examination of our patent iagipbns. Additionally, pate
applications in the United States are maintainecbimfidence for up to 18 months after their fililig.some cases, however, patent applica
remain confidential in the U.S. Patent and Tradé&n@ifice for the entire time prior to issuance ab.%. patent. Patent applications file(
countries outside the United States are not tylgigaliblished until at least 18 months from thensfifiling date. Similarly, publication
discoveries in the scientific or patent literataféen lags behind actual discoveries. Therefore camnot be certain that we were the firs
invent, or the first to file patent applicationdaténg to, our stent technologies. In the event thahird party has also filed a U.S. pa
application covering our stents or a similar invemt we may have to participate in an adversariat@eding, known as an interferet
declared by the U.S. Patent and Trademark Officele®rmine priority of invention in the United st It is possible that we may
unsuccessful in the interference, resulting in sslof some portion or all of our position in theitdd States. The laws of some fore
jurisdictions do not protect intellectual properights to the same degree as in the United State,many companies have encount
significant difficulties in protecting, enforcingnd defending such rights in certain foreign judidns. If we encounter such difficulties or
otherwise precluded from effectively protecting dntellectual property rights in any foreign juristions, our business prospects coul
substantially harmed.

26




We may initiate litigation to enforce our patemghis on any patents issued on pending patent afipls, which may prompt adversarie
such litigation to challenge the validity, scopanership, or enforceability of our patents. Thiattes can sometimes bring challenges ag
a patent holder to resolve these issues, as Wwallcourt decides that any such patents are nat, vat enforceable, not wholly owned by us
are of a limited scope, we may not have the righgtbp others from using our inventions. Also, eifesur patent rights are determined t
court to be valid and enforceable, they may nosiigiciently broad to prevent others from marketipigducts similar to ours or design
around our patents, despite our patent rights,doothey provide us with freedom to operate unimgellg the patent and other intellect
property rights of others that may cover our prasluc

We also rely on trade secret protection to protectinterests in proprietary knolew and for processes for which patents are diffim
obtain or enforce. We may not be able to protect toade secrets adequately. In addition, we relynondisclosure and confidential
agreements with employees, consultants and othiepao protect, in part, trade secrets and ogheprietary technology. These agreem
may be breached and we may not have adequate esrfediany breach. Moreover, others may indepehddetelop equivalent propriete
information, and third parties may otherwise gainess to our trade secrets and proprietary knowle#igy disclosure of confidential data i
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 mafagturing personnel, and if our manufacturing fadiies are unable to provide ¢
adequate supply of products, our growth could bmited and our business could be harmed.

We currently manufacture our MGuard Coronary séérur facilities in Tel Aviv, Israel, and we hasentracted with QualiMed Innovati
Medizinprodukte GmbH, a German manufacturer, tésags production. If there were a disruption tar @xisting manufacturing facility, v
would have no other means of manufacturing our MG@uW2oronary stent until we were able to restore rtf@ufacturing capability at ¢
facility or develop alternative manufacturing fétégs. If we were unable to produce sufficient ctitses of our MGuard Coronary stent for |
in our current and planned clinical trials, or iirananufacturing process yields substandard stemtsdevelopment and commercializa
efforts would be delayed.

We currently have limited resources, facilities axgerience to commercially manufacture our prodacididates. In order to produce
MGuard Coronary stent in the quantities that wecadte will be required to meet anticipated marttetmand, we will need to increase
“scale up,” the production process by a significkamtor over the current level of production. Thare technical challenges to scaling-
manufacturing capacity, and developing commerstale manufacturing facilities will require the @stment of substantial funds and hi
and retaining additional management and technieadgnnel who have the necessary manufacturing iexper We may not successfl
complete any required scalg-in a timely manner or at all. If unable to do w®@ may not be able to meet potential future dem#énwe ar
unable to manufacture a sufficient supply of our 0@l Coronary stent, our revenues, business aaddial prospects would be adver:
affected and we may suffer reputational harm, wicihld further adversely affect our revenues, essrand financial prospects. In additio
the scaledip production process is not efficient or produsests that do not meet quality and other standansfuture gross margins n
decline. Also, our current and planned personryskesns, procedures and controls may not be adetpatgport our anticipated growth. If
are unable to manage our growth effectively, owiress could be harmed.

Additionally, any damage to or destruction of owl Aviv facilities or its equipment, prolonged paweutage or contamination at «
facility would significantly impair our ability tproduce MGuard Coronary stents.

Finally, the production of our MGuard Coronary sterust occur in a highly controlled, clean envir@mnto minimize particles and otl
yield and qualit-limiting contaminants. In spite of stringent qualitontrols, weaknesses in process control or mimafmurities in materia
may cause a substantial percentage of defectivdupts in a lot. If we are unable to maintain stemgquality controls, or if contaminati
problems arise, our clinical development and concraéization efforts could be delayed, which wouldrim our business and results
operations.

27




Clinical trials necessary to support our MGuard palacts may be lengthy and expensive and will requhie enroliment of a large number
patients, and suitable patients may be difficult ientify and recruit. Any such delay or failure oflinical trials could prevent us frot
commercializing our stent products, which would reaially and adversely affect our results of opematis and the value of our business.

Clinical trials necessary to support our MGuarddoiais will be expensive and may require the enmfitof a large number of patients,
suitable patients may be difficult to identify aretruit, which may cause a delay in the developnasat commercialization of our prod
candidates. Patient enrollment in clinical triatglahe ability to successfully complete patientdatup depends on many factors, including
size of the patient population, the nature of tied protocol, the proximity of patients to clinicsites, the eligibility criteria for the clinicafial
and patient compliance. For example, patients meaylibcouraged from enrolling in our clinical triafsthe trial protocol requires them
undergo extensive post-treatment procedures oowellp to assess the safety and efficacy of our predumt they may be persuadec
participate in contemporaneous clinical trials ofmpetitive products. In addition, patients paritipg in our clinical trials may die befc
completion of the trial or suffer adverse medioatrs unrelated to or related to our products. Yeia patient enrollment or failure of patie
to continue to participate in a clinical trial meguse an increase in costs and delays or redhi¢ ifailure of the clinical trial.

In addition, the length of time required to comelainical trials for pharmaceutical and medicalide products varies substanti
according to the degree of regulation and the tgpmplexity, novelty and intended use of a prodant] can continue for several years and
millions of dollars. The commencement and compietid clinical trials for our products under devetognt may be delayed by many fact
including governmental or regulatory delays andhgjes in regulatory requirements, policy and gurdsdior our inability or the inability of a
potential licensee to manufacture or obtain fromndtiparties materials sufficient for use in premal studies and clinical trials. Significi
delays or failures of clinical trials could delay mrevent us from commercializing our stent produethich would materially and advers
affect our results of operations and the valuewftusiness.

The clinical trial for our investigational devicexemption application with the U.S. Food and Drug Adhnistration may be more costly a
burdensome than we currently anticipate, which wdulimit or delay our ability to complete the triand ultimately market our MGuar
Coronary with bio-stable mesh in the United States.

In connection with our efforts to seek approval amfr MGuard Coronary with bistable mesh by the U.S. Food and [
Administration, we filed an investigational deviegemption application with the U.S. Food and Drugmhnistration during the summer
2012 to conduct a pivotal trial. On April 19, 2038e received an approval with conditions from th&.Urood and Drug Administration
conduct this pivotal trial in support of our inviggitional device exemption application. This cladistudy, however, may have unanticipi
complications and delays, may require the enrolinoéradditional patients, require longer follayp- periods and may be more costly thar
currently anticipate, and/or we may fail to achi¢lre primary or secondary endpoints. Any unantigidacosts and length of this trial, als
with our failure to achieve primary or secondarggoints would delay, if not prevent, our ability tearket our MGuard Coronary with bio-
stable mesh in the United States, which would haunbusiness.

Physicians may not widely adopt the MGuard Coronastent unless they determine, based on experiehgeg-term clinical data ant
published peer reviewed journal articles, that tbhee of the MGuard Coronary stent provides a safalaffective alternative to other existi
treatments for coronary artery disease.

We believe that physicians will not widely adope tiGuard Coronary stent unless they determine,dasexperience, longerm clinica
data and published peer reviewed journal articlest, the use of our MGuard Coronary stent provaleafe and effective alternative to o
existing treatments for coronary artery diseasguiting coronary artery bypass grafting ballooniapkasty, bare-metal stents and other drug
eluting stents, provided by Johnson & Johnson, @oSkientific Corporation, Medtronic Inc., Abbotathoratories and others.
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We cannot provide any assurance that the datactefldrom our current and planned clinical trialfl e sufficient to demonstrate that
MGuard Coronary stents are an attractive alteraativother procedures. If we fail to demonstrafetgaand efficacy that is at least compar.
to other drug-eluting stents or baretal stents that have received regulatory appramdl that are available on the market, our abt
successfully market the MGuard Coronary stent wél significantly limited. Even if the data colledtérom clinical studies or clinic
experience indicate positive results, each physisiactual experience with our MGuard Coronary stéfhtvary. Clinical trials conducted wi
the MGuard Coronary stent have involved procedperformed by physicians who are technically prefitiand are higlrelume stent usel
Consequently, both short-term and Iaegn results reported in these clinical trials nbaysignificantly more favorable than typical resuil
practicing physicians, which could negatively affemtes of adoptions of our products. We also kelighat published peeeviewed journe
articles and recommendations and support by infiakephysicians regarding our MGuard Coronary stesit be important for marki
acceptance and adoption, and we cannot assurehgbwé will receive these recommendations and seppothat supportive articles will
published.

In addition, currently, physicians consider drlgting stents to be the industry standard forttneat of coronary artery disease. While
believe that the MGuard Coronary stent is a safeedfective alternative, it is not a dreguting stent, which may further hinder its suppaont
adoption by physicians.

Our products are based on a new technology, andhage only limited experience in regulatory affairgshich may affect our ability or th
time required to navigate complex regulatory regaeiments and obtain necessary regulatory approvdlsuich approvals are received at i
Regulatory delays or denials may increase our cpostuse us to lose revenue and materially and adebr affect our results of operatio
and the value of our business.

Because our products are new and lgetga success measures have not been completetiateadi regulatory agencies, including the
Food and Drug Administration, may take a significamount of time in evaluating product approvallegpions. For example, the U.S. F«
and Drug Administration may determine that certaietrics that we utilized in our clinical trials veeiappropriate for evaluating the clini
efficacy of stents. Treatments may exhibit a fabaneasure using one of these metrics and an arafale measure using another metric.
change in the accepted metrics may result in régorstion of, and delays in, our clinical trialsdditionally, we have only limited experier
in filing and prosecuting the applications necegsargain regulatory approvals, and our clinicafulatory and quality assurance personne
currently composed of only eight employees. Assalltewe may experience delays in connection wiitaiming regulatory approvals for «
products.

In addition, the products we and any potentialigmes license, develop, manufacture and markesuygct to complex regulatc
requirements, particularly in the United States;dpe and Asia, which can be costly and tioogsuming. There can be no assurance tha
approvals will be granted on a timely basis, ifallt Furthermore, there can be no assurance ofimt@d compliance with all regulatc
requirements necessary for the manufacture, markatd sale of the products we will offer in eadrket where such products are expect
be sold, or that products we have commercializddoentinue to comply with applicable regulatoryquérements. If a government regulat
agency were to conclude that we were not in compéawith applicable laws or regulations, the agermyld institute proceedings to detait
seize our products, issue a recall, impose operaéstrictions, enjoin future violations and assess and criminal penalties against us,
officers or employees and could recommend crimprakecution. Furthermore, regulators may proceebatg or request the recall, reg
replacement or refund of the cost of, any devicaufectured or sold by us. Furthermore, there candiassurance that all necessary regul
approvals will be obtained for the manufacture, keting and sale in any market of any new produgeliged or that any potential licen
will develop using our licensed technology.
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Even if our products are approved by regulatory hatities, if we or our suppliers fail to comply witongoing regulatory requirements, or
we experience unanticipated problems with our pratly these products could be subject to restrictiam withdrawal from the market.

Any product for which we obtain marketing approirathe United States, along with the manufactugngcesses, postpproval clinice
data and promotional activities for such produdil] ie subject to continual review and periodicpestions by the U.S. Food and D
Administration and other regulatory bodies. In paittr, we and our suppliers will be required tangdy with the U.S. Food and Dr
Administrations Quality System Regulation for the manufacturewf MGuard stent, which covers the methods and meaotation of th
design, testing, production, control, quality assiee, labeling, packaging, storage and shippinangfproduct for which we obtain market
approval in the United States. The U.S. Food andgDAdministration enforces the Quality System Ratjoh through unannounc
inspections. We and our thipghrty manufacturers and suppliers have not yet bespected by the U.S. Food and Drug Administratiod will
have to successfully complete such inspectionsrbefe receive U.S. regulatory approval for our picid. Failure by us or one of our suppl
to comply with statutes and regulations administdrng the U.S. Food and Drug Administration and otiegulatory bodies, or failure to te
adequate response to any observations, could iesalihong other things, any of the following egfament actions:

» warning letters or untitled letter

« fines and civil penalties

e unanticipated expenditure

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

» withdrawal or suspension of approval by the U.Sd~and Drug Administration or other regulatory hesg
e product recall or seizur

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

» operating restrictions

e injunctions; anc

e criminal prosecutior

If any of these actions were to occur, it couldnha@ur reputation and could cause our product saidsprofitability to suffer. Furthermo
key component suppliers may not currently be or n@ycontinue to be in compliance with applicaldgulatory requirements.

Even if regulatory approval of a product is graniedhe United States, the approval may be sultfetimitations on the indicated uses
which the product may be marketed. If the U.S. Fanod Drug Administration determines that our praomal materials, training or otk
activities constitute promotion of an unapproved, iiscould request that we cease or modify ounitng or promotional materials or subjec
to regulatory enforcement actions. It is also gaesthat other federal, state or foreign enforcena@ithorities might take action if they cons
our training or other promotional materials to d@nte promotion of an unapproved use, which cadsult in significant fines or penalt
under other statutory authorities, such as lawhkipiting false claims for reimbursement.

Moreover, any modification to a device that hasihesd U.S. Food and Drug Administration approvalttbould significantly affect i
safety or effectiveness, or that would constituteagor change in its intended use, design or matwifa, requires a new approval from the |
Food and Drug Administration. If the U.S. Food dbidig Administration disagrees with any determinatlyy us that new approval is
required, we may be required to cease marketintp aecall the modified product until approval istaibed. In addition, we could also
subject to significant regulatory fines or penaltie
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Additionally, we may be required to conduct cogilystimarket testing and surveillance to monitor the tyafe efficacy of our product
and we will be required to report adverse eventsraalfunctions related to our products. Later digey of previously unknown problems w
our products, including unanticipated adverse evemtadverse events of unanticipated severity equiency, manufacturing problems
failure to comply with regulatory requirements, Isias Quality System Regulation, may result in ig&ns on such products or manufactu
processes, withdrawal of the products from the etarkoluntary or mandatory recalls, fines, suspmngif regulatory approvals, prod
seizures, injunctions or the imposition of civil@iminal penalties.

Further, healthcare laws and regulations may chaiggeficantly in the future. Any new healthcarevtaor regulations may adversely af
our business. A review of our business by courtgegulatory authorities may result in a determoratthat could adversely affect 1
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 intend to market our products in internationarkets. In order to market our products in otheeiffn jurisdictions, we must obt:
separate regulatory approvals from those obtaineithé United States and Europe. The approval puseedaries among countries and
involve additional testing, and the time requiredobtain approval may differ from that requiredaiatain CE Mark or U.S. Food and Di
Administration approval. Foreign regulatory appropeocesses may include all of the risks associatiglal obtaining CE Mark or U.S. Fo
and Drug Administration approval in addition to ethisks. We may not obtain foreign regulatory appifs on a timely basis, if at all. CE M,
does not ensure approval by regulatory authoritiesther countries. We may not be able to file fegulatory approvals and may not rec
necessary approvals to commercialize our produaatgitain markets.

We operate in an intensely competitive and rapidiiyanging business environment, and there is a salosigl risk our products coul
become obsolete or uncompetitive.

The medical device market is highly competitive. ¥éenpete with many medical device companies inlthiged States and internation:
in connection with our current product and produgtder development. We face competition from numegharmaceutical and biotechnol
companies in the therapeutics area, as well as etitiop from academic institutions, government ages and research institutions. Wher
commercialize our products, we expect to face sgeocompetition from Cordis Corporation, a subsidiaf Johnson & Johnson, Bos
Scientific Corporation, Guidant, Medtronic, Inc.pBott Vascular Devices, Terumo and others. Mogiwfcurrent and potential competit
including but not limited to those listed aboveyéaand will continue to have, substantially gredbeancial, technological, research
development, regulatory and clinical, manufacturingirketing and sales, distribution and personesburces than we do. There can b
assurance that we will have sufficient resourcesuocessfully commercialize our products, if andewhhey are approved for sale.
worldwide market for stent products is charactetilg intensive development efforts and rapidly aabwag technology. Our future success
depend largely upon our ability to anticipate aeeék pace with those developments and advanceer@anr future competitors could deve
alternative technologies, products or material$ dna more effective, easier to use or more ecocarnthan what we or any potential licen
develop. If our technologies or products becomelabs or uncompetitive, our related product sateslecensing revenue would decrease.
would have a material adverse effect on our busijrfagancial condition and results of operations.
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We may become subject to claims by much larger &etter capitalized competitors seeking to invaliglatur intellectual property or ot
rights thereto.

Based on the prolific litigation that has occuriedhe stent industry and the fact that we may mosempetitive threat to some large
well-capitalized companies that own or control pateelating to stents and their use, manufacture atidedg, we believe that it is possil
that one or more third parties will assert a patefiingement claim against the manufacture, useate of our MGuard stent based on or
more of these patents. It is also possible thatsuit asserting patent infringement, misapprojoradf intellectual property, or related clai
may have already been filed against us of whichanee not aware. A number of stent-related paterdsoamed by very large and well-
capitalized companies that are active participanthe stent market. As the number of competitorthe stent market grows, the possibilit
patent infringement by us, and/or a patent infringet or misappropriation claim against us, increase

These companies have maintained their positioménntarket by, among other things, establishingl@tiial property rights relating
their products and enforcing these rights aggregsizgainst their competitors and new entrants tiomarket. All of the major companie:
the stent and related markets, including Bostoer8ific Corporation, Johnson & Johnson and Medtrplmic., have been repeatedly involve
patent litigation relating to stents since at [e4887. The stent and related markets have expedemapid technological change
obsolescence in the past, and our competitors $tawrg incentives to stop or delay the introductbnew products and technologies. We
pose a competitive threat to many of the compainigse stent and related markets. Accordingly, mahthese companies will have a str
incentive to take steps, through patent litigatiotherwise, to prevent us from commercializing products.

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

We depend on outside suppliers for certain raw rizd¢ée These raw materials or components may veays be available at our stande
or on acceptable terms, if at all, and we may kablento locate alternative suppliers or produceesgary materials or components on our own

Some of the components of our products are cuyrgmdvided by only one vendor, or a singledrce supplier. We depend on Qualil
Innovative Medizinprodukte GmbH, which manufactutess body of the stent, MeKo Laserstrafidterialbearbeitung for the laser cutting of
stent, Natec Medical Ltd. for the supply of cathetand Biogeneral Inc. for the fiber. We may haiféicdity obtaining similar componen
from other suppliers that are acceptable to the Bo8d and Drug Administration or foreign regulgtauthorities if it becomes necessary.

If we have to switch to a replacement supplierwileface additional regulatory delays and the intption of the manufacture and deliv
of our MGuard Coronary stent for an extended peabtime, which would delay completion of our ctial trials or commercialization of ¢
products. In addition, we will be required to obtarior regulatory approval from the U.S. Food &rdg Administration or foreign regulatc
authorities to use different suppliers or composé¢hat may not be as safe or as effective. Asutresgulatory approval of our products r
not be received on a timely basis or at all.

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

We may be exposed to product liability claims basedhe use of any of our products, or producteriparating our licensed technology
clinical trials. We may also be exposed to prodiadiility claims based on the sale of any such potsl following the receipt of regulatc
approval. Product liability claims could be assertérectly by consumers, healtiare providers or others. We have obtained proliioility
insurance coverage; however such insurance maproeide full coverage for our future clinical talproducts to be sold, and other aspec
our business. We also have liability insuranceafoongoing clinical trial in Europe. Insurance aagge is becoming increasingly expensive
we may not be able to maintain current coveragegxpand our insurance coverage to include futlinécal trials or the sale of produs
incorporating our licensed technology if marketapproval is obtained for such products, at a regislercost or in sufficient amounts to pro
against losses due to product liability or at allsuccessful product liability claim or series déims brought against us could resul
judgments, fines, damages and liabilities that @ddwlve a material adverse effect on our businasmdial condition and results of operatic
We may incur significant expense investigating aedending these claims, even if they do not resulliability. Moreover, even if n
judgments, fines, damages or liabilities are imgose us, our reputation could suffer, which coultldn a material adverse effect on
business, financial condition and results of openat
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We may implement a product recall or voluntary matkwithdrawal due to product defects or product emtements and modification
which would significantly increase our costs.

The manufacturing and marketing of our MGuard speatiucts involves an inherent risk that our prasluay prove to be defective. In't
event, we may voluntarily implement a recall or ketrwithdrawal or may be required to do so by aitatpry authority. A recall of one of ¢
products, or a similar product manufactured by lamomanufacturer, could impair sales of the praglwet market as a result of confus
concerning the scope of the recall or as a re$titeodamage to our reputation for quality and tyafe
The successful management of operations dependsumability to attract and retain talented personhe

We depend on the expertise of our senior manageamhtesearch personnel, which would be difficulteplace. The loss of the servi
of any of our senior management could compromise adility to achieve our objectives. Furthermoregruiting and retaining qualifi
personnel will be crucial to future success. Theame be no assurance that we will be able to atéragtretain necessary personnel on accej
terms given the competition among medical devidetebhnology, pharmaceutical and healthcare congganiniversities and ngurofit
research institutions for experienced managemei@ntsts, researchers, sales and marketing andfancaring personnel. If we are unabli
attract, retain and motivate our key personnel,apgrations may be jeopardized and our resultpefations may be materially and adver
affected.

We are an international business, and we are exgbse various global and local risks that could hawematerial adverse effect on @
financial condition and results of operation:

We operate globally and develop and manufacturdymts in our research and manufacturing faciliteswultiple countries. Consequen
we face complex legal and regulatory requirementsnultiple jurisdictions, which may expose us tatai financial and other risk
International sales and operations are subjecvariaty of risks, including:

» foreign currency exchange rate fluctuatic

« greater difficulty in staffing and managing foreigperations

» greater risk of uncollectible accoun

» longer collection cycles

» logistical and communications challeng

e potential adverse changes in laws and regulat@sgtices, including export license requirementsldraarriers, tariffs and tax lawn
» changes in labor condition

* burdens and costs of compliance with a varietyodifjn laws;

e political and economic instabilit

* increases in duties and taxatir

» foreign tax laws and potential increased costscatam with overlapping tax structure

» greater difficulty in protecting intellectual prape

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

* general economic and political conditions in thieseign markets
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International markets are also affected by econopn@ssure to contain reimbursement levels and Hezalt costs. Profitability fro
international operations may be limited by riskgl amcertainties related to regional economic caomt regulatory and reimbursem
approvals, competing products, infrastructure dmwalent, intellectual property rights protection amat ability to implement our over
business strategy. We expect these risks will as®@eas we pursue our strategy to expand operatitmaew geographic markets. We may
succeed in developing and implementing effectiviicigs and strategies in each location where wealaonbusiness. Any failure to do so r
harm our business, results of operations and finhnondition.

If we fail to obtain an adequate level of reimbumsent for our products by third party payors, theneay be no commercially viable mark
for our product candidates or the markets may be ¢chismaller than expecte«

The availability and levels of reimbursement by ggmmental and other third party payors affect ttaeket for our product candidates. -
efficacy, safety, performance and ceffiectiveness of our product candidates and ofcamypeting products will determine the availabiktyc
level of reimbursement. Reimbursement and heakhgayment systems in international markets vamifogintly by country, and include bc
government sponsored healthcare and private inseirdio obtain reimbursement or pricing approvadame countries, we may be require
produce clinical data, which may involve one or enatinical trials, that compares the ce$fectiveness of our products to other avail
therapies. We may not obtain international reiméomsnt or pricing approvals in a timely manner tieh Our failure to receive internatiol
reimbursement or pricing approvals would negativielpact market acceptance of our products in thermational markets in which thc
approvals are sought.

We believe that future reimbursement may be suligectcreased restrictions both in the United Stated in international markets. Ther
increasing pressure by governments worldwide tdaiprhealth care costs by limiting both the coveragd the level of reimbursement
therapeutic products and by refusing, in some ¢asgsovide any coverage for products that haveoeen approved by the relevant regule
agency. Future legislation, regulation or reimborset policies of third party payors may adversélga the demand for our products curre
under development and limit our ability to sell guoduct candidates on a profitable basis. In &dithird party payors continually attemp
contain or reduce the costs of healthcare by ahgilhg the prices charged for healthcare products sevices. If reimbursement for 1
products is unavailable or limited in scope or antawr if pricing is set at unsatisfactory levelsanket acceptance of our products wouli
impaired and future revenues, if any, would be asbklg affected.

In the United States, our business could be sigrdfintly and adversely affected by recent healthcasform legislation and othe
administration and legislative proposals.

The Patient Protection and Affordable Care Act etredHealth Care and Education Reconciliation Adhi United States were enacted
law in March 2010. Certain provisions of these aatsnot be effective for a number of years andrthare many programs and requiremn
for which the details have not yet been fully elsdied or consequences not fully understood, arnl uinclear what the full impacts will
from the legislation. The legislation levies a 2.8%eise tax, that began on January 1, 2013, osalds of any U.S. medical device listed
the U.S. Food and Drug Administration under Sect&0(j) of the Federal Food, Drug, and Cosmetic &ud 21 C.F.R. Part 807, unless
device falls within an exemption from the tax, sashthe exemption governing direct retail saleefices to consumers or for foreign sale
these devices. If we commence sales of our MGuardriary stent in the United States, this new tay materially and adversely affect «
business and results of operations. The legislatisa focuses on a number of Medicare provisiongediat improving quality and decreas
costs. It is uncertain at this point what negatimentended consequences these provisions will baveatient access to new technologies.
Medicare provisions include vallemsed payment programs, increased funding of catiper effectiveness research, reduced ho:
payments for avoidable readmissions and hospit@lieed conditions, and pilot programs to evaludteraative payment methodologies 1
promote care coordination (such as bundled physizral hospital payments). Additionally, the prows include a reduction in the annual
of inflation for hospitals and the establishmentofindependent payment advisory board to recommeys of reducing the rate of growtt
Medicare spending. We cannot predict what healthpangrams and regulations will be ultimately inmpénted at the federal or state leve
the United States, or the effect of any future dkgion or regulation. However, any changes theteloreimbursements for our product:
reduce medical procedure volumes could adversédgtadur business plan to introduce our producteénUnited States.
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Our strategic business plan may not produce theeimied growth in revenue and operating income.

Our strategies include making significant investtaan sales and marketing programs to achieve tevgnowth and margin improvem
targets. If we do not achieve the expected benffita these investments or otherwise fail to exeaurt our strategic initiatives, we may
achieve the growth improvement we are targetingandesults of operations may be adversely aftecte

In addition, as part of our strategy for growth, may make acquisitions and enter into strategiarades such as joint ventures and |
development agreements. However, we may not be tablelentify suitable acquisition candidates, coetgl acquisitions or integr:
acquisitions successfully, and our strategic até@nmay not prove to be successful. In this regacduisitions involve numerous ris
including difficulties in the integration of the emtions, technologies, services and products efattquired companies and the diversia
managemens$ attention from other business concerns. Althowghwill endeavor to evaluate the risks inherenaity particular transactic
there can be no assurance that we will properlgréaia all such risks. In addition, acquisitionsulcbresult in the incurrence of substar
additional indebtedness and other expenses ortanmpally dilutive issuances of equity securitidere can be no assurance that difficu
encountered with acquisitions will not have a matexdverse effect on our business, financial ciomliand results of operations.

The report of our independent auditors contains &xplanatory paragraph as to our ability to continues a going concern, which cou
result in a negative perception of us from invesspcustomers, vendors and strategic partners.

Because we had recurring losses and negative kagh from operating activities, along with signditt future commitments as of June
2012. The report of Kesselman & Kesselman C.P.5&is)( our independent registered public accounfing, with respect to our financ
statements at June 30, 2012, December 31, 2012@i® and for the six month transition period endede 30, 2012, and the years el
December 31, 2011, 2010 and 2009 contains an explgnparagraph as to our potential inability totirmue as a going concern. This dc
regarding our potential inability to continue agang concern may result in a negative perceptfamsdrom investors, customers, vendors
strategic partners. This negative perception cbold the number and quality of parties willing émgage in transactions with us, which c
result in a material adverse effect on our ovdratliness and results of operations.

We may have violated Israeli securities law.

We may have violated section 15 of the Israeli tes Law of 1968. Section 15 of the Israeli Sé@es Law of 1968 requires the filing
a prospectus with the Israel Securities Authoritg ¢he delivery thereof to purchasers in connectiih an offer or sale of securities to m
than 35 parties during any 12-month period. Wegelily issued securities to more than 35 investarsd certain 12nonth periods, ending
October 2008. Our whollpwned subsidiary, InspireMD Ltd., a private compamgorporated under the laws of the State of Isi@blied for
no-action determination from the Israel Security Auttyoon February 14, 2011 in connection with theefpoing. To date, the Israel Securi
Authority has not responded to InspireMD Ltd.’s kgation for noaction determination and we are unable to predi@ma response will
received. The maximum penalties for violating sattl5 of the Israeli Securities Law of 1968 aréadlews: imprisonment of five years; a fi
of up to approximately $317,000 to be paid by manaent of the violating company; and a fine of uapproximately $1,590,000 to be ¢
by the violating company, any of which penaltiesildoresult in a material adverse effect on our apens. We believe that it is unlikely tl
either we or any individual will be subject to fser other penalties as a result of these allegedtions.
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We will need to raise additional capital to meetrdausiness requirements in the future and such dapiraising may be costly or difficult 1
obtain and could dilute our stockholders’ ownershipterests.

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

» developing MGuard Carotid, MGuard Peripheral &@uard Coronary with a drug eluting badsorbable mesh and any additit
products;

e pursuing growth opportunities, including more ragighansion

e acquiring complementary business

* making capital improvements to improve our infrasture;

* hiring qualified management and key employ:t

» developing new services, programming or prodt

* responding to competitive pressur

» complying with regulatory requirements such asngieg and registration; ar

* maintaining compliance with applicable la

Any additional capital raised through the sale quiity or equity backed securities may dilute owckholders’ownership percentages ¢
could also result in a decrease in the market vaflwair equity securities.

The terms of any securities issued by us in futagtal transactions may be more favorable to max@stors, and may include preferen
superior voting rights and the issuance of warrantsther derivative securities, which may haver#her dilutive effect on the holders of an
our securities then outstanding.

Furthermore, any additional debt or equity finagcthat we may need may not be available on termsrédle to us, or at all. If we ¢
unable to obtain such additional financing on aetimbasis, we may have to curtail our developmetivities and growth plans and/or
forced to sell assets, perhaps on unfavorable textmnish would have a material adverse effect onbaginess, financial condition and result
operations, and ultimately we could be forced &xdntinue our operations and liquidate, in whichrait is unlikely that stockholders woi
receive any distribution on their shares. Furthes, may not be able to continue operating if we db generate sufficient revenues ft
operations needed to stay in business.

In addition, we may incur substantial costs in pirg future capital financing, including investmdyanking fees, legal fees, accoun
fees, securities law compliance fees, printing disttibution expenses and other costs. We maylas@quired to recognize naash expens
in connection with certain securities we issuehsag convertible notes and warrants, which mayraélyeimpact our financial condition.

Risks Related to Operating in Israel

We anticipate being subject to fluctuations in cemcy exchange rates because we expect a substaptigion of our revenues will £
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 revenues véilgenerated in U.S. dollars and Euros, whilégaificant portion of our expensi
principally salaries and related personnel expensegzmid in New Israeli Shekels, or NIS. As a fesue are exposed to the risk that the ra
inflation in Israel will exceed the rate of devaioa of the NIS in relation to the Euro or the Udsllar, or that the timing of this devaluat
will lag behind inflation in Israel. Because inftat has the effect of increasing the dollar andoEeosts of our operations, it would there
have an adverse effect on our dofaeasured results of operations. The value of ti& Bdainst the Euro, the U.S. dollar, and otherecaie:
may fluctuate and is affected by, among other thimfpanges in Israsl’political and economic conditions. Any signifitaavaluation of th
NIS may materially and adversely affect our casiw§, revenues and financial condition. Fluctuationthe NIS exchange rate, or even
appearance of instability in such exchange rateldcadversely affect our ability to operate ouribass.
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If there are significant shifts in the political, @nomic and military conditions in Israel and itsaighbors, it could have a material adve
effect on our business relationships and profitaibjl

Our principal executive offices and many of our kegrsonnel are located in Israel. Our businessrectty affected by the politice
economic and military conditions in Israel andritsghbors. Since the establishment of the Stateraél in 1948, a number of armed conf]
have occurred between Israel and its Arab neighbrstate of hostility, varying in degree and irgigy, has caused security and econc
problems in Israel. Although Israel has entered peace treaties with Egypt and Jordan, and vaagusements with the Palestinian Autho
there has been a marked increase in violence,uwivést and hostility, including armed clasheswkeen the State of Israel and the Palestil
since September 2000. The establishment in 20@6goivernment in the Gaza Strip by representatitéiseoHamas militant group has cres
heightened unrest and uncertainty in the regiomibh2006, Israel engaged in an armed conflict with Hdélah, a Shiite Islamist militia grot
based in Lebanon, and in June 2007, there wascatta&ien in violence in the Gaza Strip. From Decenf008 through January 2009 and a
in November and December 2012, Israel engaged iared conflict with Hamas, which involved missiligikes against civilian targets
various parts of Israel and negatively affectedrmss conditions in Israel. Recent political uprgsi and social unrest in Syria are affectin
political stability, which has led to the deterittoa of the political relationship between Syriadderael and have raised new concerns rega
security in the region and the potential for arreedflict. Similar civil unrest and political turberice is currently ongoing in many countrie
the region. The continued political instability ahdstilities between Israel and its neighbors amygl fature armed conflict, terrorist activity
political instability in the region could adversedjfect our operations in Israel and adverselycaffee market price of our shares of comi
stock. In addition, several countries restrict dobusiness with Israel and Israeli companies haentand are today subjected to econ
boycotts. The interruption or curtailment of trdaktween Israel and its present trading partnertdcadversely affect our business, finan
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.

Many of our executive officers and key employeesde in Israel and may be required to perform ahmilitary reserve duty. Currentl
all male adult citizens and permanent residentsrakl under the age of 40 (or older, dependintheir position with the Israeli Defense For
reserves), unless exempt, are obligated to perfilitary reserve duty annually and are subjectdm@ called to active duty at any time ur
emergency circumstances. Our operations could smigted by the absence for a significant periodrmé or more of our officers or k
employees due to military service. Any such disamptould have a material adverse effect on oumiess, results of operations and finar
condition.

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

We have noreompetition agreements with many of our employessst of which are governed by Israeli law. Theseagents genera
prohibit our employees from competing with us orrkiog for our competitors for a specified periodldwing termination of the
employment. However, Israeli courts are reluctargrnforce norcompete undertakings of former employees and téatlall, to enforce tho:
provisions for relatively brief periods of time mestricted geographical areas and only when thelayme has unique value specific to
employer’s business and not just regarding thegssibnal development of the employee. Any suchilihato enforce noncompete covenar
may expose us to competitive disadvantages if forengployees go to work for a competitor while irspession of confidential informati
about our business.

37




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

All of our assets are located outside the UniteateStand we do not currently maintain a permanktepof business within the Unit
States. In addition, three of our directors andtrodsur officers are nationals and/or residentsaintries other than the United States, ar
or a substantial portion of such persoassets are located outside the United States. resudt, it may be difficult for investors to enfe
within the United States any judgments obtainedrsgas or any of our nobS. directors or officers, including judgmentsdicated upon tt
civil liability provisions of the securities lawd the United States or any state thereof. Additign& may be difficult to assert U.S. securi
law claims in actions originally instituted outsidé the United States. Israeli courts may refusédar a U.S. securities law claim bec:
Israeli courts may not be the most appropriaterfrin which to bring such a claim. Even if an Idrgeurt agrees to hear a claim, it n
determine that the Israeli law, and not U.S. lasvapplicable to the claim. Further, if U.S. lawfasind to be applicable, certain conten
applicable U.S. law must be proved as a fact, whahbe a timeonsuming and costly process, and certain matfgueooedure would still k
governed by the Israeli law. Consequently, you tmagffectively prevented from pursuing remedieseuidl S. federal and state securities |
against us or any of our non-U.S. directors orceffs.

The tax benefits that are available to us requirs to continue meeting various conditions and may teeminated or reduced in the futur
which could increase our costs and taxes.

The tax benefits that are available to us requiréoucontinue meeting various conditions and mayebminated or reduced in the futt
which could increase our costs and taxes. InspirdMD has been granted a “Beneficiary Enterprisigtus by the Investment Center in
Israeli Ministry of Industry Trade and Labor whiatade us eligible for tax benefits under the Isrhaliv for the Encouragement of Cap
Investments, 1959. Under these benefits, InspirdMiD will not be subject to taxation for two yedmlowing the exhaustion of its carri
forward tax losses and then it will enjoy five tglg years of a reduced tax rate of 10% to 25%awéble income in Israel. In order to ren
eligible for the tax benefits of a “Beneficiary Enprise”, we must continue to meet certain conditions stigddn the Israeli Law for tt
Encouragement of Capital Investments, 1959 andeitgilations, as amended, which may include, amahgrahings, making specifi
investments in fixed assets and equipment, fingnaipercentage of those investments with our dagtatributions, filing certain reports w
the Investment Center, complying with provisiongameling intellectual property and the criteria fegth in the specific certificate of appro
issued by the Investment Center or the Israel Tathérity. If we do not meet these requirements,téhebenefits could be cancelled and
could be required to refund any tax benefits that@ceived in the past. Further, in the futuresd¢hiax benefits may be reduced or discontir
If these tax benefits are cancelled, our Israelalide income would be subject to regular Israelipooate tax rates. The current stan
corporate tax rate for Israeli companies is 25%hefr taxable income. In the future, we may notehbgible to receive additional tax bene
under the Israeli Law for the Encouragement of @&mvestments, 1959. The termination or reductibthese tax benefits would increase
tax liability, which would reduce our profits.

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 reportimthather obligations under the Securities Exchakgeof 1934, as amended, includ
the requirements of Section 404 of the Sarb@hdsy Act of 2002. Section 404 requires us to caid@n annual management assessment
effectiveness of our internal controls over finaheeporting and to obtain a report by our indegenicauditors addressing these assessr
These reporting and other obligations place sigaift demands on our management, administrativeatipeal, internal audit and account
resources. Any failure to maintain effective inedrnontrols could have a material adverse effecobwnbusiness, operating results and <
price. Moreover, effective internal control is nesary for us to provide reliable financial repa@msl prevent fraud. If we cannot provide relii
financial reports or prevent fraud, we may not biedo manage our business as effectively as wddiiban effective control environme
existed, and our business and reputation with tovesnay be harmed.
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There are inherent limitations in all control systes, and misstatements due to error or fraud mayurcand not be detected.

The ongoing internal control provisions of Secti¥ of the Sarbane®xley Act of 2002 require us to identify of maténeeaknesses
internal control over financial reporting, whichasprocess to provide reasonable assurance regatdinreliability of financial reporting f
external purposes in accordance with accountingcplies generally accepted in the United States. @anagement, including our ct
executive officer and chief financial officer, domst expect that our internal controls and disaleswontrols will prevent all errors and all fra
A control system, no matter how well conceived apérated, can provide only reasonable, not absahsirance that the objectives of
control system are met. In addition, the desigm abntrol system must reflect the fact that theeerasource constraints and the bene!
controls must be relative to their costs. Becadgbainherent limitations in all control systenm®, evaluation of controls can provide absc
assurance that all control issues and instanckaud, if any, in our company have been detectbés€ inherent limitations include the real
that judgments in decisiomaking can be faulty and that breakdowns can obeaause of simple errors or mistakes. Further,raentan b
circumvented by individual acts of some persons;dijusion of two or more persons, or by managemogatride of the controls. The desigr
any system of controls is also based in part umtaimn assumptions about the likelihood of futuwerds, and there can be no assuranct
any design will succeed in achieving its statedlggoader all potential future conditions. Over tinaecontrol may be inadequate becaus
changes in conditions, such as growth of the companincreased transaction volume, or the degreeoofipliance with the policies
procedures may deteriorate. Because of inhereitations in a coseffective control system, misstatements due torenrdraud may occur ai
not be detected.

In addition, discovery and disclosure of a matesiabkness, by definition, could have a materiakasky impact on our financial stateme
Such an occurrence could discourage certain cussoaresuppliers from doing business with us, calsengrades in our future debt rati
leading to higher borrowing costs and affect howsiack trades. This could in turn negatively affeer ability to access public debt or eq
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 ani#ely to continue to be highly volatile and cddluctuate widely in response
various factors, many of which are beyond our adnincluding the following:

» technological innovations or new products and sevby us or our competitol
» additions or departures of key personi

» sales of our common stock, particularly under amgistration statement for the purposes of selling ather securities, includii
management share

e our ability to execute our business pl

» operating results that fall below expectatic

* loss of any strategic relationsh

e industry development:

» economic and other external factors;

» perioc-to-period fluctuations in our financial resul

In addition, the securities markets have from timeime experienced significant price and volumectilations that are unrelated to

operating performance of particular companies. &maarket fluctuations may also significantly affdet market price of our common stock.
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There has been a limited market for our common fta@nd we cannot ensure investors that an active k&trfor our common stock will k
sustained.

There has been limited trading in our common stk there can be no assurance that an active grathinket in our common stock will
maintained. Due to the illiquidity, the market grimay not accurately reflect our relative valueefBhcan be no assurance that there will t
active market for our shares of common stock eitfoey or in the future. Because our common stodoithinly traded, a large block of she
traded can lead to a dramatic fluctuation in therslprice and investors may not be able to liqeidair investment in us at all or at a price
reflects the value of the business.

In addition, even though our common stock was ridgdisted on the NYSE MKT, we cannot assure yoat tive will maintain complianc
with all of the requirements for our common stockémain listed. Furthermore, there can be no aeserthat trading of our common stocl
the NYSE MKT will be sustained or desirable or that common stock will enjoy similar levels of ligity, research coverage and institutic
investor following as other stocks listed on a o securities exchange.

Delaware law and our corporate charter and bylawsntain anti-takeover provisions that could delay or discouraigdéeover attempts th
stockholders may consider favorabl

Our board of directors is authorized to issue shafepreferred stock in one or more series andxtéhe voting powers, preferences
other rights and limitations of the preferred stog&cordingly, we may issue shares of preferredkstoith a preference over our common s
with respect to dividends or distributions on lidation or dissolution, or that may otherwise adelgraffect the voting or other rights of
holders of common stock. Issuances of preferrecksttepending upon the rights, preferences andjdatons of the preferred stock, may t
the effect of delaying, deterring or preventingharge of control, even if that change of contrajmibenefit our stockholders. In addition,
are subject to Section 203 of the Delaware Geneoaporation Law. Section 203 generally prohibitpublic Delaware corporation frc
engaging in a “business combination” with an “ieted stockholderfor a period of three years after the date of taagdaction in which tt
person became an interested stockholder, unlepsidi)to the date of the transaction, the boardicdctors of the corporation approved ei
the business combination or the transaction whashilted in the stockholder becoming an interestieckbolder, (ii) the interested stockhol
owned at least 85% of the voting stock of the caapon outstanding at the time the transaction cemsed, excluding for purposes
determining the number of shares outstanding @)eshowned by persons who are directors and deeisf and (b) shares owned by empilc
stock plans in which employee participants do retehthe right to determine confidentially whethkares held subject to the plan will
tendered in a tender or exchange offer, or (iiilposubsequent to the date of the transactiorhtkaess combination is approved by the b
and authorized at an annual or special meetingoakkolders, and not by written consent, by thératitive vote of at least 66 2/3% of
outstanding voting stock which is not owned byititerested stockholder.

Section 203 could delay or prohibit mergers or ptiakeover or change in control attempts with resge us and, accordingly, m
discourage attempts to acquire us even though ad@msaction may offer our stockholders the opmity to sell their stock at a price abi
the prevailing market price.

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

Sales of a significant number of shares of our comstock in the public market could harm the margkéte of our common stock a
make it more difficult for us to raise funds throufyiture offerings of common stock. As of May 6,130there were 3,308,277 shares of
common stock issuable upon the exercise of outandfg warrants. In addition, there are 21,466 3H&es of our common stock curre
saleable under Rule 144. The availability of thekares of our common stock for resale in the publcket has the potential to cause
supply of our common stock to exceed investor demtmereby decreasing the price of our common stock

In addition, the fact that our stockholders andrewair holders can sell substantial amounts of ounmon stock in the public mark

whether or not sales have occurred or are occyreimgld make it more difficult for us to raise atifatal financing through the sale of equity
equity-related securities in the future at a timd price that we deem reasonable or appropriate.
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We do not expect to pay dividends in the future.adAsesult, any return on investment may be limitixdthe value of our common stock.
We do not anticipate paying cash dividends on oanroon stock in the foreseeable future. The paymfdividends on our common stc

will depend on our earnings, financial conditiordanher business and economic factors as our hafadtectors may consider relevant. If

do not pay dividends, our common stock may be Vassable because a return on an investment in @umwn stock will only occur if ol
stock price appreciates.

Iltem 6. Exhibits

See Index to Exhibits.
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SIGNATURES

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

INSPIREMD, INC.

Date: May 7, 2013 By: /s/ Alan W. Milinazzo

Name: Alan W. Milinazzo
Title:  President and Chief Executive Offic

By: /s/ Craig Short
Name: Craig Shore

Title:  Chief Financial Officer, Secretary and
Treasure
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EXHIBIT INDEX

Exhibit No. Description

21 Share Exchange Agreement, dated as of Decemb&020, by and among InspireMD Ltd., Saguaro Resauioe., and the
Shareholders of InspireMD Ltd. that are signatbtmréto (incorporated by reference to Exhibit 16. 5aguaro Resources, |
Current Report on Formr-K filed with the Securities and Exchange CommissianJanuary 5, 201

2.2 Amendment to Share Exchange Agreement, dagbruary 24, 2011 (incorporated by reference taltixh.2 to Current
Report on Form-K filed with the Securities and Exchange Commissiampril 6, 2011

2.3 Second Amendment to Share Exchange Agreenfater] March 25, 2011 (incorporated by referendextabit 2.3 to Current
Report on Form-K filed with the Securities and Exchange Commisgiampril 6, 2011

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

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

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

10.1 Employment Agreement, dated January 3, 2018nd between InspireMD, Inc. and Alan W. Milirzazincorporated by
reference to Exhibit 10.1 to Current Report on F8r filed with the Securities and Exchange Commis®n January 9,
2013)

10.2 Nonqualified Stock Option Agreement, dated Jan3a3013, by and between InspireMD, Inc. and AlanMilinazzo
(incorporated by reference to Exhibit 10.3 to Caotfeeport on Form 8-K filed with the Securities d&xthange Commission
on January 9, 201:

10.3 Incentive Stock Option Agreement, dated dan8, 2013, by and between InspireMD, Inc. anchAM. Milinazzo
(incorporated by reference to Exhibit 10.4 to Catfeeport on Form 8-K filed with the Securities d&xthange Commission
on January 9, 201:

10.4 Restricted Stock Award Agreement, dateddan8, 2013, by and between InspireMD, Inc. anchAN. Milinazzo
(incorporated by reference to Exhibit 10.5 to Caotfeeport on Form 8-K filed with the Securities &xthange Commission
on January 9, 201:

10.5 Separation Agreement and Release, dateddad2013, by and between InspireMD Ltd. and R& Management and
Investment Ltd., Company No. 514480433 (incorpatdig reference to Exhibit 10.6 to Current ReporfFonm 8K filed with
the Securities and Exchange Commission on Janya¢13)

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

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

32.1* Certification of Principal Executive Officer pursudao Section 906 of the Sarba-Oxley Act of 2002
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32.2* Certification of Chief Financial Officer pursuaot $ection 906 of the Sarba-Oxley Act of 2002

101** The following materials from the Companyiarterly Report on Form 10-Q for the quarter endegich 31, 2013, formatted
in XBRL (eXtensible Business Reporting Languagg)cbndensed Consolidated Balance Sheets, (i) €osed Consolidate
Statements of Operations, (iii) Condensed Cons@iti&tatements of Cash Flows, and (v) the Notésst@ondensed
Consolidated Financial Stateme

* Filed herewith.
** Pursuant to Rule 406T of Regulation S-T, theshactive Data Files on Exhibit 101 hereto are deenw 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 subjelhibity under those sections.
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EXHIBIT 31.1

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

I, Alan W. Milinazzo, certify that:
1. | have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amgttate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this repo

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

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

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

b. designed such internal control over financial répgr or caused such internal control over finaheporting to be designed un
our supervision, to provide reasonable assurargading the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

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

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

a. all significant deficiencies and material weaknsssethe design or operation of internal contro¢iofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpzahcial information; an

b. any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrarst’
internal control over financial reportin

May 7, 2013 /s/ Alan W. Milinazzc
Alan W. Milinazzo
Chief Executive Office




EXHIBIT 31.2

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

I, Craig Shore, certify that:
1. | have reviewed this Quarterly Report on Forr-Q of InspireMD, Inc.

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amgttate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this repo

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

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

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

b. designed such internal control over financial répgr or caused such internal control over finaheporting to be designed un
our supervision, to provide reasonable assurargading the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

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

5. The registran$ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitasmmmittee of the registramstboard of directors (or persons performing thevedent
functions):

a. all significant deficiencies and material weaknsssethe design or operation of internal contro¢iofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpzahcial information; an

b. any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrarst’
internal control over financial reportin

May 7, 2013 /sl Craig Short
Craig Shore
Chief Financial Office




Exhibit 32.1

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

This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-€@1)the quarter ended March 31, 2013 of InspireNHa, (the “Company”). |, Alan W.
Milinazzo, the Chief Executive Officer of the Conmya certify that, based on my knowledge:

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

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

Date: May 7, 2013 By: /s/ Alan W. Milinazzc

Name:Alan W. Milinazzo
Title: Chief Executive Office

The foregoing certification is being furnished aseahibit to the Form 10-Q pursuant to Item 6013B)(of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (sctisns (a) and (b) of Section 1350, Chapter 6Bitté 18, United States Code) and,
accordingly, is not being filed as part of the FdrQ for purposes of Section 18 of the Securkirshange Act of 1934, as amended, and is
not incorporated by reference into any filing of tiompany, whether made before or after the datheegardless of any general
incorporation language in such filing.




Exhibit 32.2

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

This certification is furnished solely pursuantSection 906 of the Sarbanes-Oxley Act of 2002 (18.0. 1350) and accompanies
the Quarterly Report on Form 10-Q (the “Form 10-€@1)the quarter ended March 31, 2013 of InspireMia, (the “Company”). |, Craig
Shore, the Chief Financial Officer and Principaidicial Officer of the Company, certify that, basedmy knowledge:

(1) The Form 1-Q fully complies with the requirements of Secti@{(d) or Section 15(d) of the Securities ExchangeoAd934; anc

(2) The information contained in the Form QOkairly presents, in all material respects, tmaficial condition and results of operation
the Company as of and for the periods coveredignréport.

Date: May 7, 2013 By: /s/ Craig Short
Name: Craig Shore
Title:  Chief Financial Office

The foregoing certification is being furnished aseahibit to the Form 10-Q pursuant to Item 6013B)(of Regulation S-K and
Section 906 of the Sarbanes-Oxley Act of 2002 (sctisns (a) and (b) of Section 1350, Chapter 6Bitté 18, United States Code) and,
accordingly, is not being filed as part of the FdrQ for purposes of Section 18 of the Securkirshange Act of 1934, as amended, and is
not incorporated by reference into any filing of tiompany, whether made before or after the datheegardless of any general
incorporation language in such filing.




