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PROSPECTUS SUPPLEMENT
(To prospectus dated October 25, 2013)

2,608,696 Shares

Common Stock

We are offering 2,608,696 shares of our common stock.

Our common stock trades on the Nasdaq Global Market under the symbol CSII. On November 20, 2013, the last
reported sale price of our common stock was $30.56 per share.

Investing in our common stock involves risks that are described in the _Risk Factors section beginning on page
S-9 of this prospectus supplement.

Per Share Total
Public offering price $ 30.00 $78,260,880
Underwriting discounts and commissions $ 1.80 $ 4,695,653
Proceeds, before expenses, to us $ 28.20 $73,565,227

The underwriters may also purchase up to an additional 391,304 shares of common stock from us at the public
offering price, less the underwriting discounts and commissions, within 30 days of the date of this prospectus
supplement. If the underwriters exercise their option in full, the total underwriting discounts and commissions payable
by us will be $5,400,000 and the total proceeds, before expenses, to us will be $84,600,000.

You should carefully read this prospectus supplement and the accompanying prospectus, together with the documents
we incorporated by reference, before you invest in our stock.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

The shares of common stock will be ready for delivery on or about November 26, 2013.

Sole Book-Running Manager
BofA Merrill Lynch
Joint Lead Manager

Leerink Swann
Co-Managers

William Blair JMP Securities
Dougherty & Company Feltl & Company Wunderlich Securities

The date of this prospectus supplement is November 20, 2013.
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ABOUT THIS PROSPECTUS SUPPLEMENT

We provide information to you about our common stock in two separate documents. This prospectus supplement
describes the specific terms of this offering of our common stock and also adds to and updates information contained
in the accompanying prospectus and the documents incorporated by reference into the accompanying prospectus. The
accompanying prospectus provides more general information about the securities we may offer from time to time,
some of which may not apply to the securities we are offering. In addition, we incorporate important information into
this prospectus supplement and the accompanying prospectus by reference. You may obtain the information
incorporated by reference into this prospectus supplement and the accompanying prospectus without charge by
following the instructions under the section entitled Where You Can Find More Information in this prospectus
supplement. To the extent information in this prospectus supplement is inconsistent with statements made in the
accompanying prospectus or any documents incorporated by reference herein or therein, the statements made in this
prospectus supplement shall be deemed to modify or supersede those made in the accompanying prospectus and the
documents incorporated by reference herein or therein.

Neither we nor the underwriters have authorized anyone to provide you with information that is different from that
contained or incorporated by reference in this prospectus supplement and the accompanying prospectus and any
relevant free writing prospectus we have prepared or to which we have referred you. We and the underwriters take no
responsibility for, and provide no assurance as to the reliability of, any other information that any party may give you.
We are not, and the underwriters are not, making an offer to sell the common stock in any jurisdiction where the offer
or sale is not permitted. You should not assume that the information contained or incorporated by reference in this
prospectus supplement or the accompanying prospectus or any relevant free writing prospectus is accurate as of any
date other than its respective date. Our business, financial condition, results of operations and prospects may have
changed since those dates.

We further note that the representations, warranties and covenants made by us in any agreement that is filed as an
exhibit to any document that is incorporated by reference into this prospectus supplement or the accompanying
prospectus were made solely for the benefit of the parties to such agreement, including, in some cases, for the purpose
of allocating risk among the parties to such agreements, and should not be deemed to be a representation, warranty or
covenant to you. Moreover, such representations, warranties or covenants were accurate only as of the date when
made. Accordingly, such representations, warranties and covenants should not be relied on as accurately representing
the current state of our affairs.

It is important for you to read and consider all of the information contained in this prospectus supplement, the
accompanying prospectus and the documents incorporated by reference herein and therein in making your investment
decision. We include cross-references in this prospectus supplement and the accompanying prospectus to captions in
these materials where you can find additional related discussions. The table of contents in this prospectus supplement
provides the pages on which these captions are located.

In this prospectus, CSI, we, our, ours, and us referto Cardiovascular Systems, Inc., except where the context
otherwise requires or as otherwise indicated.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus. Because it is a summary, it does not contain all the information you should consider before
investing in our common stock. You should carefully read this entire prospectus supplement and the accompanying
prospectus, including the Risk Factors section and the documents incorporated by reference, before making an
investment decision.

Our Business

We are a medical device company focused on developing and commercializing minimally invasive treatment
solutions for vascular disease.

Interventional endovascular treatment of peripheral artery disease, or PAD, was our initial area of focus. PAD is

caused by the accumulation of plaque in peripheral arteries, most commonly occurring in the pelvis and legs. PAD is a
progressive disease, and, if left untreated, can lead to limb amputation or death. Our PAD products, the Stealth 360°
PAD System ( Stealth 360° ), Diamondback 360° PAD System ( Diamondback 360° ), and Diamondback Predator 360°
PAD System ( Predator 360° ) are catheter-based platforms capable of treating a broad range of plaque types in leg
arteries both above and below the knee and address many of the limitations associated with existing treatment
alternatives. We refer to the Stealth 360°, the Diamondback 360°, and the Predator 360° collectively in this prospectus
supplement as the PAD Systems. In August 2007, the U.S. Food and Drug Administration, or FDA, granted us 510(k)
clearance for the use of the Diamondback 360° as a therapy in patients with PAD. We commenced commercial
introduction of the Diamondback 360° in the United States in September 2007. We received 510(k) clearance of the
Predator 360° in March 2009 and commenced a commercial launch in April 2009. We received 510(k) clearance of

the Stealth 360° in March 2011 and commenced a commercial launch that same month. The Stealth 360° contains
additional ease of use and physician control features while incorporating the orbital mechanism of action and crown
configurations of the Diamondback 360° and Predator 360°. As of September 30, 2013, over 125,000 of our devices

had been sold to institutions across the United States.

Our coronary product, the Diamondback 360® Coronary Orbital Atherectomy System ( OAS ), is a catheter-based
platform capable of treating calcified plaque in arterial vessels in the heart. In October 2013, we received premarket
approval ( PMA ) from the FDA to market our Diamondback 3@oronary OAS as a treatment for severely calcified
coronary arteries. We began a controlled commercial launch in late October 2013 following our receipt of PMA
approval and expect to accelerate our marketing efforts in fiscal year 2015.

In addition to the PAD Systems and the Diamondback 360® Coronary OAS, we have expanded our product portfolio
through internal product development and establishment of business relationships with other medical device
companies. We offer multiple accessory products designed to complement the use of the PAD Systems, and we have
an exclusive distribution agreement with Asahi-Intecc Co., Ltd. to market its peripheral guidewire line in the United
States.

Our Markets

Peripheral Artery Disease

PAD is a circulatory problem in which plaque deposits build up on the walls of the arteries, resulting in inadequate
blood flow to the limbs. Arteries above the knee are generally long, straight and relatively wide, while arteries below

the knee are shorter and branch into arteries that are progressively smaller in diameter. The most common early
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symptoms of PAD are pain, cramping or fatigue in the leg or hip muscles while walking. Symptoms may progress to
include numbness, tingling or weakness in the leg and, in severe cases, burning or
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aching pain in the leg, foot or toes while resting. As PAD progresses, additional signs and symptoms occur, including
cooling or color changes in the skin of the legs or feet, and wounds or sores on the legs or feet that will not heal. If left
untreated, PAD may continue to progress and lead to a condition called Critical Limb Ischemia (CLI), a condition in
which the amount of oxygenated blood being delivered to the limb is insufficient to keep the tissue alive. CLI may
lead to large non-healing ulcers, infections, gangrene and limb amputation or death.

There are two primary bases for estimating PAD prevalence in the United States: the patient Ankle Brachial Index
(ABI) or diabetes rates. The most recent comprehensive study based on ABI estimates the U.S. prevalence at

8.5 million (Allison et al, Ethnic-Specific Prevalence of Peripheral Arterial Disease in the United States, Circulation,
2007). Podiatry Today, in a 2006 article, estimated the prevalence of PAD in the United States at 12 million people.
Alternatively, a study by The SAGE Group based on the diabetes method estimates prevalence at 17.6 million in
2010. An aging population, coupled with increasing incidence of diabetes and obesity, is likely to continue to increase
the prevalence of PAD. In many older PAD patients, particularly those with diabetes, PAD is characterized by fibrotic
(moderately hard) or calcified (extremely hard) plaque deposits that are very challenging to treat. Although we believe
the rate of diagnosis of PAD is increasing, under-diagnosis continues due to patients failing to display symptoms or
physicians misinterpreting symptoms as normal aging. Emphasis on PAD education from industry, medical
associations, insurance companies and other groups, coupled with publications in medical journals and public news
channels, is increasing physician and patient awareness of PAD risk factors, symptoms and treatment options. As a
result of additional clinical trial outcomes, new 2011 guidelines of the American College of Cardiology
Foundation/American Heart Association lowered the recommended age for testing for PAD from 70 to 65, or 50 if the
patient has a history of smoking or diabetes.

Physicians treat a significant portion of the PAD-diagnosed population with medical management, which includes
lifestyle changes, such as diet and exercise and drug treatment. For instance, within a reference group of more than
1,000 patients from the 2001 AMA PARTNERS study, 54% of the patients with a prior diagnosis of PAD were
receiving antiplatelet medication treatment. While medications, diet and exercise may improve blood flow, they do
not treat the underlying obstruction and many patients have difficulty maintaining lifestyle changes. Additionally,
many prescribed medications are contraindicated, or inadvisable, for patients with heart disease, which often exists in
PAD patients. As a result of these challenges, many medically managed patients develop more severe symptoms that
require procedural intervention.

Coronary Artery Disease

Based on data from the Millennium Research Group s U.S. Markets for Interventional Cardiology Devices 2011
Report, approximately 1.1 million percutaneous coronary interventions, or PCI, procedures were projected to occur in
the United States in 2012. Based on the article in Circulation entitled Patterns of Calcification in Coronary Artery
Disease, 38% of PCI procedures involve moderate to severe levels of calcified coronary arteries. Significant calcium
contributes to poor outcomes and higher treatment costs in coronary interventions when traditional therapies are used,
including a substantially higher occurrence of death and major adverse cardiac events ( MACE ). In addition, based on
Millennium Research Group s Coronary Bypass Graft 2010 Report, approximately 288,620 coronary artery bypass
graft surgeries were performed in the United States in 2010. These patients generally have higher rates of

calcification. Our ORBIT II trial demonstrated that patients with severely calcified coronary disease can benefit from
the use of our Diamondback 360® Coronary OAS.

Our Solution

The PAD Systems represent an innovative approach to the treatment of PAD that provides physicians and patients
with a procedure that addresses many of the limitations of traditional treatment alternatives. Each of the PAD Systems
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uses single-use catheters that incorporate a flexible drive shaft with an offset diamond grit coated crown. Physicians
position the crown at the site of an arterial plaque-containing lesion and remove the plaque by
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positioning the crown to orbit against it, creating a smooth lumen, or channel, in the vessel. The PAD Systems are
designed to differentiate between hard plaque and soft, compliant arterial tissue, a concept that we refer to as
differential sanding.

Normal arteries are compliant and have the ability to expand and contract as needed to supply blood flow. Arteries
burdened with fibrotic and/or calcified plaque due to PAD lose their compliance, which makes other therapies such as
angioplasty, stenting, surgical bypass and atherectomy problematic. The PAD Systems sand plaque into small
particles and restore both blood flow and vessel compliance. The particles created by the PAD Systems are generally
smaller than red blood cells and are carried away by the bloodstream. The small size of the particles avoids the need
for plaque collection reservoirs. The PAD Systems can typically treat the diseased arteries with less than two to three
minutes of sanding time, potentially reducing the overall procedure time.

We believe that the PAD Systems offer the following key benefits:

Strong Safety Profile. The differential sanding of the device reduces the risk of arterial perforation and
damage to the arterial wall. Moreover, the plaque particles sanded away by the device are so small that they
reduce the risk of distal embolization and the orbital motion allows continuous blood flow during the entire
procedure, which reduces the risk of complications such as excessive heat and tissue damage.

Proven Efficacy. The orbital motion of the device enables the continuous removal of plaque in both soft and
difficult-to-treat calcified lesions, increasing blood flow through the resulting smooth lumen. The efficacy of
the device was demonstrated in our pivotal OASIS trial.

Ease of Use. Utilizing familiar techniques, a physician trained in endovascular surgery can complete the
treatment with a single insertion while utilizing limited amounts of fluoroscopy during plaque removal.

Treatment Area. The PAD Systems have the ability to treat the entire leg, including small vessels below the
knee.

Cost and Time Efficient Procedure. The PAD Systems can create various lumen sizes using a single sized
crown, which limits hospital inventory costs and allows a physician to complete a procedure with a single
insertion, potentially reducing procedural time. Use of the PAD Systems may also require less expensive
capital equipment than some other atherectomy procedures.
The Diamondback 360® Coronary OAS is based on the same core orbital technology as the PAD Systems, including
the differential sanding feature, and has the same functionality as the PAD Systems. In addition, we believe the
Diamondback 360® Coronary OAS offers benefits comparable to the PAD Systems, including the strong safety
profile, proven efficacy in severely calcified plaque associated with the differential sanding and orbital motion, ease of
use, ability to treat small vessels and the cost and time efficiency of the procedure. In support of the PMA, we
submitted to the FDA results from our ORBIT II study evaluating the safety and effectiveness of our Diamondback
360® Coronary OAS. ORBIT II demonstrated that this technology produced clinical outcomes that exceeded the trial s
two primary safety and efficacy endpoints by a significant margin, within one of the most challenging patient
populations. The primary endpoints of ORBIT II were based on patient follow-up 30-days post-procedure and

Table of Contents 9



Edgar Filing: Cardiovascular Systems Inc - Form 424B5

consisted of performance goals of freedom from 30-day major adverse coronary events, or MACE, and procedural
success (defined as successful stent delivery, less than 50% residual stenosis, and lack of in-hospital MACE). The
performance goals for these metrics were 83% freedom from MACE at 30 days and 82% procedural success. At 30
days, ORBIT II results showed patient freedom from MACE was 89.8% and procedural success was 89.1%.
Excluding in-hospital MACE, procedural success was 98.6% with 97.7% of stents successfully delivered. Moreover,
92.8% of patients were free from severe angiographic complications, and core lab assessed final procedure residual
stenosis was 4.7%.
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Our Strategy

Our goal is to be the leading provider of minimally invasive solutions for the treatment of vascular disease. The key
elements of our strategy include:

driving device adoption through medical education, our direct sales organization and key opinion leaders;

collecting additional clinical evidence of the benefits of the PAD Systems and the Diamondback 360®
Coronary OAS;

expanding our product portfolio within the market for the treatment of peripheral and coronary arteries;

penetrating the coronary market opportunity with our PMA-approved Diamondback 360® Coronary OAS;

expanding internationally; and

pursuing strategic acquisitions and partnerships.
Corporate Information

We were incorporated as Replidyne, Inc. in Delaware in 2000. On February 25, 2009, Replidyne, Inc. completed its
business combination with Cardiovascular Systems, Inc., a Minnesota corporation ( CSI-MN ), in accordance with the
terms of the Agreement and Plan of Merger and Reorganization, dated as of November 3, 2008, by and among
Replidyne, Responder Merger Sub, Inc., a wholly-owned subsidiary of Replidyne ( Merger Sub ), and CSI-MN (the
Merger Agreement ). Pursuant to the Merger Agreement, Merger Sub merged with and into CSI-MN, with CSI-MN
continuing after the merger as the surviving corporation and a wholly-owned subsidiary of Replidyne. At the effective
time of the merger, Replidyne changed its name to Cardiovascular Systems, Inc. and CSI-MN changed its name to
CSI Minnesota, Inc. Following the merger of Merger Sub with CSI-MN, CSI-MN merged with and into CSI, with CSI
continuing after the merger as the surviving corporation.

Our principal executive office is located at 651 Campus Drive, St. Paul, Minnesota 55112. Our telephone number is
(651) 259-1600, and our website is www.csi360.com. The information contained on or accessible through our website
is not incorporated by reference into, and should not be considered part of, this prospectus supplement, the
accompanying prospectus or the information incorporated herein by reference.
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THE OFFERING

Common stock offered by us

Common stock to be outstanding after this offering

Use of proceeds

Risk Factors

Nasdaq Global Market symbol

2,608,696 shares (or 3,000,000 shares if the underwriters
exercise in full their option to purchase additional shares)

27,829,230 shares (or 28,220,534 shares if the underwriters
exercise in full their option to purchase additional shares)

We estimate that the net proceeds from this offering, after
deducting underwriting discounts and commissions and
estimated offering expenses, will be approximately

$73.4 million, or approximately $84.5 million if the
underwriters exercise in full their option to purchase
additional shares. We intend to use the net proceeds from this
offering for working capital and general corporate purposes,
which may include optimizing the commercialization of both
the PAD Systems and the Diamondback 360® Coronary OAS,
funding of clinical trials and studies, expanding our product
portfolio and our domestic operations, expanding into
international markets, and servicing our outstanding debt
obligations. See Use of Proceeds on page S-22 of this
prospectus supplement.

Investing in our common stock involves a high degree of risk.
You should carefully consider the information set forth in the
section of this prospectus supplement entitled Risk Factors
beginning on page S-9 as well as other information included in
this prospectus supplement, the accompanying prospectus and
the documents incorporated herein or therein by reference,
including our Annual Report on Form 10-K for the fiscal year
ended June 30, 2013 filed with the SEC on September 11,
2013 and incorporated by reference into this prospectus
supplement (the 2013 Form 10-K ) and our Quarterly Report
on Form 10-Q for the quarter ended September 30, 2013 filed
with the SEC on November 4, 2013 and incorporated by
reference into this prospectus supplement (the first quarter
2014 Form 10-Q ), before deciding to invest in our common
stock.

CSII

The number of shares of our common stock to be outstanding after this offering is based on 25,220,534 shares of
common stock outstanding as of September 30, 2013. Unless specifically stated otherwise, the information in this

prospectus supplement excludes:
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1,656,774 shares of our common stock issuable upon the exercise of stock options outstanding as of
September 30, 2013, at a weighted average exercise price of $9.81 per share, all of which were then
exercisable;
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355,919 shares of our common stock reserved for future grants of restricted stock, stock options or other
similar equity instruments under our Amended and Restated 2007 Equity Incentive Plan, as of September 30,
2013;

180,709 shares of our common stock reserved for purchase under our Amended and Restated 2006
Employee Stock Purchase Plan, as of September 30, 2013;

1,667,481 shares of our common stock issuable upon the exercise of warrants outstanding as of
September 30, 2013, at a weighted average exercise price of $8.91 per share, all of which were then
exercisable;

288,420 shares of our common stock issuable upon the conversion of senior convertible promissory notes
outstanding as of September 30, 2013, at a weighted average conversion price of $15.60 per share; and

1,478,170 shares of our common stock available for issuance as of September 30, 2013 upon the conversion
of senior convertible promissory notes that may be issued under our Loan and Security Agreement with
Partners for Growth III, L.P., dated April 14, 2010, as amended.
Shares available for future issuance under our Amended and Restated 2007 Equity Incentive Plan and Amended and
Restated 2006 Employee Stock Purchase Plan do not include shares that may become available for issuance pursuant
to provisions in these plans that provide for the automatic annual increase in the number of shares reserved thereunder
and the re-issuance of shares that are cancelled or forfeited in accordance with such plans.

Unless otherwise indicated, all information in this prospectus supplement assumes:

no exercise by the underwriters of their option to purchase 391,304 additional shares of our common stock;

no exercise of outstanding options or warrants to purchase shares of our common stock; and

no conversion of outstanding senior convertible promissory notes into shares of our common stock.

S-6
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following table summarizes our consolidated financial data. The following summary of our consolidated
statements of operations data for the years ended June 30, 2011, 2012 and 2013 has been derived from, and should be
read together with, our audited consolidated financial statements and related notes included in our 2013 Form 10-K.
The consolidated statements of operations data for the three months ended September 30, 2012 and 2013 and the
balance sheet data as of September 30, 2013 has been derived from our unaudited financial statements included in our
first quarter 2014 Form 10-Q. The unaudited interim financial information set forth below has been prepared on the
same basis as our audited financial statements and we have included all adjustments, consisting only of normal
recurring adjustments, that we consider necessary for a fair statement of our financial position and operating results
for such periods. Our historical results are not necessarily indicative of the results to be expected in any future period
and the results for the three months ended September 30, 2013 are not necessarily indicative of the results to be
expected for the full fiscal year. You should read the summary financial data set forth below in conjunction with

Management s Discussion and Analysis of Financial Condition and Results of Operations and our consolidated
financial statements and related notes included in our 2013 Form 10-K and first quarter 2014 Form 10-Q.

Year Ended June 30, Three Months Ended September 30,
2011 2012 2013 2012 2013
(In thousands, except per share and share amounts)
(Unaudited)
Consolidated Statements of
Operations Data:
Revenues $ 78,780 $ 82,490 $ 103,897 § 23293  $ 29,766
Cost of goods sold 16,277 19,216 24,382 5,254 6,864
Gross profit 62,503 63,274 79,515 18,039 22,902
Expenses:
Selling, general and administrative 62,372 66,366 86,718 20,023 25,371
Research and development 8,940 11,374 15,216 3,222 4,378
Total expenses 71,312 77,740 101,934 23,245 29,749
Loss from operations (8,809) (14,466) (22,419) (5,206) (6,847)
Interest and other, net (2,316) (2,324) (1,618) €)) (445)
Net loss (11,125) (16,790) (24,037) (5,210) (7,292)
Net loss per common share:
Basic and diluted™® $ (0.70) $ 093) $ (1.11) $ 0.26) $ (0.29)
Weighted average common shares
used in computation:
Basic and diluted™® 15,915,800 18,035,635 21,685,932 20,397,004 24,751,368
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(1) See Note 12 of the notes to our audited consolidated financial statements included in our 2013 Form 10-K and
Note 9 of the notes to our unaudited consolidated financial statements included in our first quarter 2014
Form 10-Q for a description of the method used to compute basic and diluted net loss per common share and
basic and diluted weighted-average number of shares used in per common share calculations.
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As of September 30,
2013
As
Actual Adjusted®
(In thousands)
(Unaudited)

Consolidated Balance Sheet Data:
Cash and cash equivalents $63,227 $ 136,642
Working capital® 64,041 137,456
Total current assets 87,995 161,410
Total assets 95,120 168,535
Long-term debt, net of current maturities 5,742 5,742
Total liabilities 29,849 29,849
Total stockholders equity 65,271 138,686

(1) On an adjusted basis to reflect the receipt of the estimated net proceeds from the sale of 2,608,696 shares of
common stock in this offering at the public offering price of $30.00 per share, after deducting underwriting
discounts and commissions and estimated offering expenses payable by us.

(2) Working capital is calculated as total current assets less total current liabilities as of the balance sheet date
indicated.

S-8
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RISK FACTORS

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below,
along with the other information in this prospectus supplement and the accompanying prospectus and the other
information incorporated herein or therein by reference. If any of these risks occur, our business could be materially
harmed, and our financial condition and results of operations could be materially and adversely affected. As a result,
the price of our common stock could decline, and you could lose all or part of your investment.

Risks Relating to Our Business and Operations

We have a history of net losses and a short commercialization experience, and we are likely to continue to incur
losses.

We are not profitable and have incurred net losses in each fiscal year since our formation in 1989. In particular, we
had net losses of $7.3 million in the three months ended September 30, 2013, $24.0 million in fiscal 2013, $16.8
million in fiscal 2012 and $11.1 million in fiscal 2011. As of September 30, 2013, we had an accumulated deficit of
approximately $210.6 million. We commenced commercial sales of the Diamondback 360° in September 2007 and of
the Diamondback 360® Coronary OAS in October 2013, and our short commercialization experience makes it difficult
for us to predict future performance. We also expect to incur significant additional expenses for sales and marketing,
research and development and manufacturing as we continue to commercialize the PAD Systems and the
Diamondback 360® Coronary OAS and additional expenses as we seek to develop and commercialize future versions
of the PAD Systems, the Diamondback 360® Coronary OAS and any future products. Additionally, we expect that our
general and administrative expenses will increase as our business grows. As a result, our operating losses are likely to
continue.

We may be unable to sustain our revenue growth.

Our revenue has grown in each of the fiscal years since we commenced commercial sales of the Diamondback 360° in
September 2007. Our ability to continue to increase our revenues in future periods will depend on our ability to
increase sales of the PAD Systems, and generate significant sales from the Diamondback 360® Coronary OAS and
new and improved products we introduce, which will in turn depend in part on our success in growing our customer
base and reorders from those customers, and obtaining new applications for our technology. We may not be able to
generate, sustain or increase revenues on a quarterly or annual basis. If we cannot achieve or sustain revenue growth
for an extended period, our financial results will be adversely affected.

Economic conditions may adversely affect our business.

Adverse worldwide economic conditions may negatively impact our business. A significant change in the liquidity or
financial condition of our customers could cause unfavorable trends in their purchases and also in our receivable
collections and additional allowances may be required, which could adversely affect our operating results. Adverse
worldwide economic conditions may also adversely impact our suppliers ability to provide us with materials and
components, which could adversely affect our business and operating results.

The PAD Systems, the Diamondback 360® Coronary OAS and future products may never achieve broad market
acceptance.

The PAD Systems, the Diamondback 360® Coronary OAS and future products we may develop may never gain broad
market acceptance among physicians, patients and the medical community. The degree of market acceptance of any of
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our products will depend on a number of factors, including:

the actual and perceived effectiveness and reliability of our products;

the prevalence and severity of any adverse patient events involving our products;
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the results of any clinical trials relating to use of our products;

the availability, relative cost and perceived advantages and disadvantages of alternative technologies or
treatment methods for conditions treated by our products;

the degree to which treatments using our products are approved for reimbursement by public and private
insurers;

the degree to which physicians adopt the PAD Systems and the Diamondback 360® Coronary OAS;

the extent to which we are successful in educating physicians about PAD and coronary artery disease in
general and the existence and benefits of the PAD Systems and the Diamondback 360® Coronary OAS in
particular;

the strength of our marketing and distribution infrastructure; and

the level of education and awareness among physicians and hospitals concerning our products.
Failure of the PAD Systems or the Diamondback 360® Coronary OAS to significantly penetrate current or new
markets would negatively impact our business, financial condition and results of operations.

Our customers may not be able to achieve adequate reimbursement for using the PAD Systems or the
Diamondback 360® Coronary OAS, which could affect the acceptance of our products and cause our business to

suffer.

The availability of insurance coverage and reimbursement for newly approved medical devices and procedures is
uncertain. The commercial success of our products is substantially dependent on whether third-party insurance
coverage and reimbursement for the use of such products and related services are available. We expect our products to
continue to be purchased by hospitals and other providers who will then seek reimbursement from various public and
private third-party payors, such as Medicare, Medicaid and private insurers, for the services provided to patients.
While third-party payors are currently providing reimbursement for use of our products, we can give no assurance that
these third-party payors will continue to provide adequate reimbursement for use of our products to permit hospitals
and doctors to consider the products cost-effective for patients requiring treatment, or that current reimbursement
levels for our products will continue. In particular, the Centers for Medicaid and Medicare Services has proposed
reductions in reimbursement levels for office-based labs that, if implemented, could adversely affect our PAD
business. In addition, the overall amount of reimbursement available for PAD treatment could decrease in the future.
Failure by hospitals and other users of our products to obtain sufficient reimbursement could cause our business to
suffer.

Medicare, Medicaid, health maintenance organizations and other third-party payors are increasingly attempting to
contain healthcare costs by limiting both coverage and the level of reimbursement, and, as a result, they may not cover
or provide adequate payment for use of our products. In order to position our products for acceptance by third-party
payors, we may have to agree to lower prices than we might otherwise charge.
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Governmental and private sector payors have instituted initiatives to limit the growth of healthcare costs using, for
example, price regulation or controls and competitive pricing programs. Some third-party payors also require
demonstrated superiority, on the basis of randomized clinical trials, or pre-approval of coverage, for new or innovative
devices or procedures before they will reimburse healthcare providers who use such devices or procedures. It is
uncertain whether our current products or any future products we may develop will be viewed as sufficiently
cost-effective to warrant adequate coverage and reimbursement levels.

If third-party coverage and reimbursement for our products is limited or not available, the acceptance of our products
and, consequently, our business will be substantially harmed.
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Healthcare reform legislation could adversely affect our operating results and financial condition.

There have been and continue to be proposals by the federal government, state governments, regulators and third-party
payors to control healthcare costs and, more generally, to reform the U.S. healthcare system, some of which have been
enacted into law, such as the Patient Protection and Affordable Care Act, or the Patient Act. The Patient Act imposes
significant new taxes on medical device makers and these taxes have begun to adversely affect our financial results.
The Patient Act and any additional healthcare proposals and laws that may be enacted in the future could also limit the
prices we are able to charge for our products or the amounts of reimbursement available for our products and could
limit the acceptance and availability of our products. The Patient Act and future healthcare legislation could adversely
affect our revenue and financial condition.

Our financial performance may be adversely affected by medical device tax provisions in the health care reform
legislation.

The imposition of the 2.3% medical device excise tax enacted as part of the Patient Act has required, and will
continue to require, us to identify ways to reduce spending in other areas or raise additional capital to offset the
increased expense. We have not been able to pass along the cost of the tax to our customers or offset the cost of the
tax through higher sales volumes resulting from the expansion of health insurance coverage, and do not expect to be
able to do so in the future, because of the demographics of the current uninsured population. The regulations put forth
by the U.S. Department of Treasury in late 2012 did little to lessen the burden of complying with the excise tax
statute. Ongoing implementation of this legislation could have a material adverse effect on our results of operations
and cash flows.

We have limited data and experience regarding the safety and efficacy of the PAD Systems and the Diamondback
360° Coronary OAS. Any long-term data that is generated may not be positive or consistent with our limited
short-term data, which would affect market acceptance of these products.

Because our technology is relatively new in the treatment of PAD and coronary artery disease, we have performed
clinical trials only with limited patient populations. The long-term effects of using the PAD Systems and the
Diamondback 360® Coronary OAS in a large number of patients have not been studied and the results of short-term
clinical use of the PAD Systems or the Diamondback 360® Coronary OAS do not necessarily predict long-term
clinical benefits or reveal long-term adverse effects.

Clinical trials conducted with the PAD Systems and the Diamondback 360® Coronary OAS have involved procedures
performed by physicians who are very technically proficient. Consequently, both short and long-term results reported
in these studies may be significantly more favorable than typical results achieved by physicians, which could
negatively impact market acceptance of the PAD Systems and the Diamondback 360® Coronary OAS and materially
harm our business.

We face significant competition, must innovate to stay competitive, and may be unable to sell the PAD Systems or
the Diamondback 360® Coronary OAS at profitable levels.

The market for medical devices is highly competitive, dynamic and marked by rapid and substantial technological
development and product innovation. Our ability to compete depends on our ability to innovate successfully, and
while certain barriers exist to entry into our market we cannot assure that new entrants or existing competitors will not
be able to develop products that compete directly with our products. We compete against very large and well-known
stent and balloon angioplasty device manufacturers, atherectomy catheter manufacturers, pharmaceutical companies,
and companies that provide products used by surgeons in peripheral and coronary bypass procedures. We may have
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difficulty competing effectively with these competitors because of their well-established positions in the marketplace,
significant financial and human capital resources, established reputations and worldwide distribution channels.
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Our competitors may:

develop and patent processes or products earlier than we will;

obtain regulatory clearances or approvals for competing medical device products more rapidly than we will;

market their products more effectively than we will; or

develop more effective or less expensive products or technologies that render our technology or products
obsolete or non-competitive.
We have encountered and expect to continue to encounter potential customers who, due to existing relationships with
our competitors, are committed to or prefer the products offered by these competitors. If we are unable to compete
successfully, our revenue will suffer. Increased competition might lead to price reductions and other concessions that
might adversely affect our operating results. Competitive pressures may decrease the demand for our products and
could adversely affect our financial results.

We have limited commercial manufacturing experience and could experience difficulty in producing the PAD
Systems and the Diamondback 360® Coronary OAS or may need to depend on third parties to manufacture the
products.

We have limited experience in commercially manufacturing the PAD Systems, have even less experience in
commercially manufacturing the Diamondback 360® Coronary OAS and have no experience manufacturing these
products in the volume that we anticipate will be required if we achieve planned levels of commercial sales. As a
result, we may not be able to develop and implement efficient, low-cost manufacturing capabilities and processes that
will enable us to manufacture the PAD Systems, the Diamondback 360® Coronary OAS or future products in
significant volumes, while meeting the legal, regulatory, quality, price, durability, engineering, design and production
standards required to market our products successfully.

The forecasts of demand we use to determine order quantities and lead times for components purchased from outside
suppliers may be incorrect. Our failure to obtain required components or subassemblies when needed and at a
reasonable cost would adversely affect our business.

In addition, we may in the future need to depend upon third parties to manufacture the PAD Systems, the
Diamondback 360® Coronary OAS and future products. Any difficulties in locating and hiring third-party
manufacturers, or in the ability of third-party manufacturers to supply quantities of our products at the times and in the
quantities we need, could have a material adverse effect on our business.

We depend upon third-party suppliers, including single source suppliers to us and our customers, making us
vulnerable to supply problems and price fluctuations.

We rely on third-party suppliers to provide us with certain components of our products and to provide key
components or supplies to our customers for use with our products. We rely on single source suppliers for certain

components of the PAD Systems and the Diamondback 360® Coronary OAS. We depend on our suppliers to provide
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us and our customers with materials in a timely manner that meet our and their quality, quantity and cost
requirements. These suppliers may encounter problems during manufacturing for a variety of reasons, any of which
could delay or impede their ability to meet our demand and our customers demands.

Any supply interruption from our suppliers or failure to obtain additional suppliers for any of the components used in
our products would limit our ability to manufacture our products and could have a material adverse effect on our
business, financial condition and results of operations.
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We may need to increase the size of our organization and we may experience difficulties managing growth. If we
are unable to manage the anticipated growth of our business, our future revenue and operating results may be
adversely affected.

The growth we may experience in the future may provide challenges to our organization, requiring us to rapidly
expand our sales and marketing personnel and manufacturing operations. Rapid expansion in personnel may result in
less experienced people producing and selling our products, which could result in unanticipated costs and disruptions
to our operations. If we cannot scale and manage our business appropriately, our anticipated growth may be impaired
and our financial results will suffer.

We may require additional financing, and our failure to obtain additional financing when needed could force us to
delay, reduce or eliminate our product development programs or commercialization efforts.

We may be dependent on additional financing to execute our business plan. Additional funds may not be available
when we need them on terms that are acceptable to us, or at all. In the event we need or desire additional financing, we
may be unable to obtain it by borrowing money in the credit markets or raising money in the capital markets. If
adequate funds are not available on a timely basis or at all, we may terminate or delay the development of one or more
of our products, or delay establishment of sales and marketing capabilities or other activities necessary to
commercialize our products.

We face a risk of non-compliance with the financial covenants in our loan and security agreements with Silicon
Valley Bank and Partners for Growth.

We are party to loan and security agreements with Silicon Valley Bank and Partners for Growth. These agreements
require us to maintain, among other things, a monthly specified liquid