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[ 1,2011
Dear Stockholder:

We are furnishing this Information Statement to the stockholders of Cardo Medical, Inc., a Delaware
corporation ( Cardo Medical ), in connection with the sale of substantially all of the assets of Cardo Medical and its
wholly owned subsidiary, Cardo Medical, LLC, consisting of all of the assets of Cardo Medical s joint arthroplasty
division (which we refer to as our Reconstructive Division), to Arthrex, Inc. ( Arthrex ), pursuant to an asset purchase
agreement dated as of January 24, 2011. Immediately following the closing of the transaction and pursuant to the
terms of the asset purchase agreement, Cardo Medical will file an amendment to its Certificate of Incorporation to
change its name to Tiger X Medical, Inc. A copy of the asset purchase agreement and the form of an amendment to
the Certificate of Incorporation is included as Appendix A and B, respectively, to the enclosed Information Statement.

The asset purchase agreement, the transactions contemplated thereby, and the name change have been approved
by Cardo Medical s Board of Directors. As permitted by Delaware law and our Certificate of Incorporation, Cardo
Medical has received a written consent from the majority stockholders of Cardo Medical approving the asset purchase
agreement, the transactions contemplated thereby, and the name change.

ACCORDINGLY, STOCKHOLDERS ARE NOT BEING ASKED FOR PROXIES TO VOTE THEIR
SHARES WITH RESPECT TO THE ASSET PURCHASE AGREEMENT, THE TRANSACTIONS
CONTEMPLATED THEREBY, OR THE NAME CHANGE. NO PROXY CARD HAS BEEN ENCLOSED
WITH THIS INFORMATION STATEMENT AND NO MEETING OF STOCKHOLDERS WILL BE HELD
TO CONSIDER THE ASSET PURCHASE AGREEMENT, THE TRANSACTIONS CONTEMPLATED
THEREBY, OR THE NAME CHANGE.

The sale of assets described in the enclosed Information Statement will not become effective until at least 20
calendar days following the date of mailing of the enclosed Information Statement to our stockholders.

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO SEND US A
PROXY.

The enclosed Information Statement is being provided to you pursuant to Rule 14c-2 under the Securities
Exchange Act of 1934, as amended, and Delaware law. It contains a description of the asset purchase agreement, the
transactions contemplated thereby, and the name change. We encourage you to read the Information Statement,
including Appendix A, B, and C thoroughly. You may also obtain information about us from publicly available
documents filed with the Securities and Exchange Commission.

Sincerely,
Andrew A. Brooks, M.D.
Chairman of the Board and Chief Executive Officer
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CARDO MEDICAL, INC.
7625 Hayvenhurst Avenue, Suite 49, Van Nuys, California 91406

NOTICE OF ADOPTION AND APPROVAL OF ASSET PURCHASE AGREEMENT,
AND AMENDMENT TO CERTIFICATE OF INCORPORATION
BY WRITTEN CONSENT OF STOCKHOLDERS

[ ],2011
To the Stockholders of Cardo Medical, Inc.:
NOTICE IS HEREBY GIVEN, pursuant to Section 228 of the General Corporation Law of the State of
Delaware ( Delaware Law ) that, on January 24, 2011, the holders of a majority of the outstanding shares of Cardo
Medical, Inc., a Delaware corporation ( we, us or Cardo Medical ), entitled to vote thereon, acting by written consent
without a meeting of stockholders, took the following action:
(1) authorized, adopted and approved the execution, delivery and performance of an asset purchase

agreement, dated January 24, 2011, by and among Cardo Medical, our wholly owned subsidiary, Cardo

Medical, LLC, a Delaware limited liability company, and Arthrex, Inc., a Delaware corporation

( Arthrex ), and approved the transactions contemplated thereby, and

(2) approved the filing of an amendment to Cardo Medical s Certificate of Incorporation to change its name
to Tiger X Medical, Inc. immediately after the closing of the asset sale.

Pursuant to the asset purchase agreement, we will sell substantially all of our assets, consisting of all of the
assets of our joint arthroplasty division (which we refer to as our Reconstructive Division), to Arthrex in exchange for
cash consideration of $9,960,000 plus the value of our inventory and property, plant and equipment relating to our
Reconstructive Division calculated as of the closing date, the assumption by Arthrex of certain executory liabilities of
the Company under contracts being assumed by Arthrex, and the payment of a royalty equal to 5% of net sales of our
Reconstructive Division products acquired pursuant to the Asset Purchase Agreement, to be paid in cash on a
quarterly basis for a term up to and including the 20% anniversary of the closing date. We estimate the value of our
inventory and property, plant and equipment relating to our Reconstructive Division as of the closing date will be
approximately $4.7 million. Immediately after the closing of the transaction and pursuant to the terms of the asset
purchase agreement, we will file an amendment to our Certificate of Incorporation to change our name to Tiger X
Medical, Inc.

As permitted by Delaware Law, no meeting of stockholders of Cardo Medical is being held to vote on the
approval of the asset purchase agreement, the transactions contemplated thereby, or the name change because such
transactions have been approved by the requisite stockholders in an action by written consent of the stockholders of
Cardo Medical. The terms and conditions of the asset purchase agreement, the transactions contemplated thereby, and
the name change are described in detail in the enclosed Information Statement.

By Order of the Board of Directors,
Joshua B. Weingard
Chief Legal Officer and Corporate Secretary
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CARDO MEDICAL, INC.
INFORMATION STATEMENT
Introduction

This Information Statement is being furnished to the stockholders of Cardo Medical, Inc., a Delaware
corporation ( Cardo Medical ), in connection with the prior approval of our Board of Directors of, and receipt of
approval by written consent of the majority stockholders of Cardo Medical for, (1) the sale of substantially all of
Cardo Medical s assets, consisting of all of the assets of our joint arthroplasty division (which we refer to as our
Reconstructive Division), to Arthrex, Inc. ( Arthrex ) (the Asset Sale ), and (2) immediately after the closing of the
Asset Sale, an amendment to Cardo Medical s Certificate of Incorporation to change its name to Tiger X Medical, Inc.
(the Name Change ). The Asset Sale will be effective pursuant to the Asset Purchase Agreement, dated as of
January 24, 2011, by and among Cardo Medical, our wholly owned subsidiary, Cardo Medical, LLC, a Delaware
limited liability company ( Cardo LLC ), and Arthrex (the Asset Purchase Agreement ). A copy of the Asset Purchase
Agreement and a form of the amendment to the Certificate of Incorporation is included as Appendix A and B,
respectively, to the enclosed Information Statement.

The Board of Directors believes that the approval and consummation of the Asset Purchase Agreement, the
transactions contemplated thereby, and the Name Change are in the best interest of Cardo Medical. Accordingly, on
January 24, 2011, the Board approved the Asset Purchase Agreement, the transactions contemplated thereby, and the
Name Change and directed that these items be presented to the stockholders of Cardo Medical holding a majority of
the issued and outstanding shares of Cardo Medical s common stock.

Under Delaware law and our Certificate of Incorporation, the affirmative vote of a majority of the issued and
outstanding shares of Cardo Medical s Common Stock, par value $0.001 per share ( Common Stock ), as of the close of
business on January 24, 2011, the record date, is required to approve the Asset Purchase Agreement, the transactions
contemplated thereby, and the Name Change. Under our Certificate of Incorporation, each share of Common Stock is
entitled to one vote per share. As of January 24, 2011, there were issued and outstanding 230,293,141 shares of
Common Stock. As permitted by the Delaware General Corporation Law, on January 24, 2011, Cardo Medical
received a written consent in lieu of a meeting of stockholders from holders of 133,689,430 shares of Common Stock
representing 58% of the total issued and outstanding shares of voting stock of Cardo Medical approving the Asset
Purchase Agreement, the transactions contemplated thereby, and the Name Change.

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO SEND US A
PROXY. NO PROXY CARD HAS BEEN ENCLOSED AND NO MEETING OF STOCKHOLDERS WILL
BE HELD TO CONSIDER THE ASSET PURCHASE AGREEMENT, THE TRANSACTIONS
CONTEMPLATED THEREBY, OR THE NAME CHANGE.

The Asset Sale will not become effective until at least 20 calendar days following the date of mailing of this
Information Statement to our stockholders. The Name Change will not become effective until the closing of the Asset
Sale.

This Information Statement is furnished for the purposes of informing stockholders, in the manner required
under the Securities Exchange Act of 1934, as amended, and under Delaware law, of the Asset Sale and the Name
Change before they are consummated and the taking of action by a majority of the stockholders of Cardo Medical by
written consent. This Information Statement is first being mailed on or about [ ], 2011 to holders of record of
Common Stock as of the close of business on January 24, 2011.

THE INFORMATION IN THIS INFORMATION STATEMENT REGARDING ARTHREX HAS BEEN
SUPPLIED BY ARTHREX.

1
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SUMMARY

This Information Statement is being furnished to the stockholders of Cardo Medical, Inc. ( Cardo Medical ), a
Delaware corporation, in connection with the prior approval by our Board of Directors, and receipt of approval by
written consent of our majority stockholders, for (1) the Asset Sale, which is the sale of substantially all of our assets,
consisting of all of the assets of our Reconstructive Division, to Arthrex, pursuant to the Asset Purchase Agreement,
and (2) immediately after the closing of the Asset Sale, the Name Change, which is an amendment to our Certificate
of Incorporation to change our name to Tiger X Medical, Inc. The terms we, our, Cardo, andthe Company in this
Information Statement refer collectively to Cardo Medical, Inc. and Cardo Medical, LLC, unless the context requires
reference to Cardo Medical only. References to you are to the stockholders of Cardo Medical, Inc.

The summary that follows highlights selected information contained elsewhere in this Information Statement. It
may not contain all of the information that is important to you. To fully understand the Asset Sale and the Name
Change, and for a more complete description of the Asset Sale and the Name Change, and related matters, you should
carefully read this Information Statement in its entirety, including the Asset Purchase Agreement, the form of an
amendment to the Certificate of Incorporation, and the fairness opinion included as Appendix A, B, and C,
respectively.

Parties To The Asset Sale

Cardo Medical, Inc. (see page 14)

7625 Hayvenhurst Avenue

Suite 49

Van Nuys, California 91406

(818) 780-6677

www.cardomedical.com (The information contained on the Company s website shall not be deemed part of this
Information Statement.)

Cardo Medical, Inc., a Delaware corporation, is an orthopedic medical device company specializing in
designing, developing and marketing high performance reconstructive joint devices and spinal surgical devices.
Cardo Medical, LLC (see page 14)

7625 Hayvenhurst Avenue
Suite 49

Van Nuys, California 91406
(818) 780-6677

Cardo Medical, LLC, a Delaware corporation, is a wholly owned subsidiary of the Company.

Arthrex, Inc. (see page 14)

1370 Creekside Boulevard

Naples, Florida 34108

(239) 643-5553

www.arthrex.com (The information contained on Arthrex s website shall not be deemed part of this Information
Statement.)

Arthrex, Inc., a Delaware corporation, is a privately held corporation committed to providing the finest quality
products and educational services to meet the special needs of orthopaedic surgeons and their patients.

2

Table of Contents 7



Edgar Filing: Cardo Medical, Inc. - Form PRER14C

Table of Contents

The Asset Sale (see page 13)

On January 24, 2011, our Board of Directors at a special meeting adopted and approved the Asset Purchase
Agreement and the transactions contemplated thereby. Pursuant to the Asset Purchase Agreement, we intend to sell
and Arthrex intends to purchase substantially all of the Company s assets, consisting of all of the assets of our
Reconstructive Division. We will sell substantially all of our assets to Arthrex in exchange for cash consideration of
$9,960,000 plus the value of our inventory and property, plant and equipment relating to our Reconstructive division
calculated as of the closing date, the assumption by Arthrex of certain executory liabilities of the Company under
contracts being assumed by Arthrex, and the payment of a royalty equal to 5% of net sales of our Reconstructive
Division products being acquired pursuant to the Asset Purchase Agreement, to be paid in cash on a quarterly basis for
a term up to and including the 20™ anniversary of the closing date. Following the execution of the Asset Purchase
Agreement, we received a $250,000 deposit from Arthrex to be credited against the cash consideration due at closing.
From the cash consideration paid at closing, $900,000 will be deposited with an escrow agent for a period of twelve
months from the closing date to be used for any adjustments to the value of our inventory and property, plant and
equipment relating to our Reconstructive Division and for post closing indemnification claims which may be asserted
by Arthrex with respect to losses, damages, costs, expenses, suits, actions or obligations related to unassumed
liabilities and payment of certain taxes. We estimate that the value of our inventory and property, plant and equipment
relating to our Reconstructive Division as of the closing date will be approximately $4.7 million. The assets excluded
from the Asset Sale include the assets of our spine division, which we refer to as our Spine Division, cash and cash
equivalents, all receivables and accounts receivable, prepaid items and deposits, and real property leases and leasehold
improvements.

If the proposed Asset Sale is consummated:

The Company will continue to be a public company;

The Company intends to sell the Company s assets in its Spine Division and consummate such sale as soon as
possible following the Asset Sale. The Company has begun negotiations with an unaffiliated third party for the
sale of substantially all of the assets of the Spine Division, but as of the date of this Information Statement, the
Company has not executed a definitive agreement;

The Company s common stock will continue to trade on the OTC Bulletin Board; and

The Company will use the proceeds from the Asset Sale to pay: (i) accrued salaries and payroll taxes, (ii) sums

due to certain creditors, including the repayment of indebtedness owed to the brother of the Company s

Chairman and Chief Executive Officer, (iii) transaction expenses, and (iv) working capital purposes.
Reasons For The Asset Sale (see page 17)

The Board of Directors and management of the Company have concluded that based on the Company s losses
from operations, negative cash flows from operations, accumulated deficit and limited cash to fund future operations,
as well as its recent reduction in workforce, the Company s inability to raise additional funds and its review of strategic
and liquidity alternatives, it would be in the Company s best interest to sell substantially all of the Company s assets at
a fair price. In addition, for the years ended December 31, 2009 and 2008, the Company recorded net losses of
approximately $5.1 million and $5.7 million, respectively. For the nine months ended September 30, 2010 and 2009,
the Company recorded losses of approximately $11.1 million and $3.8 million, respectively. For the years ended
December 31, 2009 and 2008, the Company s accumulated deficit totaled approximately $11.2 million and
$6.1 million, respectively. For the nine months ended September 30, 2010 and
3
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2009, the Company accumulated deficit totaled approximately $22.2 million and $9.9 million, respectively. The
Company has also received a going concern opinion from its independent auditors for the years ended December 31,
2009 and 2008. As a result, the Board of Directors and management decided that it is in the best interest of the
Company to pursue a sale transaction for all of the assets of its Reconstructive Division to Arthrex.

Opinion Of Inverness Advisors Regarding the Asset Sale (see page 27)

On January 24, 2011, Inverness Advisors, a division of KEMA Partners LLC, our financial advisor ( Inverness ),
rendered its oral opinion to our Board of Directors and subsequently confirmed in writing, that, as of that date, and
based upon and subject to the various considerations, assumptions and limitations set forth in its opinion, the
Consideration (as defined therein) to be received by Cardo and its affiliate Cardo Medical, LLC in the Asset Sale was
fair, from a financial point of view, to Cardo. The Asset Sale is also referred to as the Transaction in this Information
Statement.

The analyses undertaken and matters considered by Inverness in rendering its opinion are summarized in the
section of this information statement entitled Opinion of Our Financial Advisor, and the full text of the written opinion
of Inverness is attached to this information statement as Annex C. We encourage you to read the opinion carefully in
its entirety for a complete description of the assumptions made, procedures followed, matters considered and
limitations on the scope of the review undertaken by Inverness in rendering its opinion. The opinion was directed to
our board of directors and does not constitute a recommendation by Inverness to our board of directors or any other
person as to any matter relating to the asset purchase agreement or the Transaction.

The Name Change (see page 13)

On January 24, 2011, our Board of Directors at a special meeting adopted and approved, subject to the closing
of the Asset Sale, an amendment to our Certificate of Incorporation to change our name to Tiger X Medical, Inc.
Pursuant to the terms of the Asset Purchase Agreement, immediately after the closing, we are required to change our
name, logos, trade dress, trade names, trademarks, service marks and the like to new names that are reasonably
satisfactory to Arthrex and do not use the words Cardo or any variation thereof. The Name Change will not become
effective until the closing of the Asset Sale.

Approval of the Board of Directors and Stockholders (see page 13)

The Board of Directors of Cardo Medical, after careful consideration, has adopted and approved the Asset
Purchase Agreement, the transactions contemplated thereby, and the Name Change and has recommended that Cardo
Medical s stockholders vote for the adoption and approval of these items. Immediately following the execution of the
Asset Purchase Agreement on January 24, 2011, stockholders holding 58% of Cardo Medical s shares of common
stock outstanding executed a written consent in lieu of a stockholders meeting approving the Asset Purchase
Agreement, the transactions contemplated thereby, and the Name Change.

Use of Proceeds (see page 19)

The Asset Purchase Agreement provides that, at closing, we will receive a total cash consideration of
$9,960,000 plus the value of our inventory and property, plant and equipment relating to our Reconstructive Division
calculated as of the closing date. From the cash consideration paid at closing, $900,000 will be deposited with an
escrow agent for a period of twelve months from the closing date to be used for any adjustments to the value of the
our inventory and property, plant and equipment relating to our Reconstructive Division and for post closing
indemnification claims which may be asserted by Arthrex with respect to losses, damages, costs, expenses, suits,
actions or obligations related to unassumed liabilities and payment of certain taxes. The Company anticipates that
approximately $2.5 million will be used to pay: (i) accrued salaries and payroll taxes, (ii) sums due to certain
creditors, (iii) transaction expenses and (iv) working capital purposes. The payment of accrued salaries and payroll
taxes will not involve the use of proceeds for payment of any accrued salaries, fees or payment of payroll

4
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taxes for the Company s officers and directors. The estimated $2.5 million includes the repayment of the principal sum
of $300,000 together with all accrued but unpaid interest loaned to the Company by the brother of the Company s
Chairman and Chief Executive Officer. Pursuant to the terms of the Secured Promissory Note, dated November 2,
2010, issued by the Company to the brother of the Company s Chairman and Chief Executive Officer, and the
extension letter, dated February 21, 2011, executed by the Company and exercising the Company s right under the
Secured Promissory Note to extend the maturity date, the Company must repay this indebtedness by April 30, 2011.
Structure of the Company After the Asset Sale (see page 20)
After completion of the Asset Sale, the Company will hold:
cash and cash equivalents in the approximate amount of $11.3 million, excluding $900,000 held in
esCcrow;

accounts receivable in the approximate amount of $450,000; and

the limited liability company interests of Cardo Medical, LLC.

After the Asset Sale, our ongoing operations will consist of our Spine Division operations, the collection of
accounts receivable, the collection of royalty payments pursuant to the terms of the Asset Purchase Agreement, and
the payment of any liabilities.

We currently contemplate that the members of our Board of Directors will continue to serve as directors and
that our named executive officers, Messrs. Brooks, Kvitnitsky and Romine, will continue to serve as our Chief
Executive Officer, Chief Operating Officer and Chief Financial Officer, respectively, following the sale of the
Reconstructive Division. The Company, however, has the flexibility to make such changes to the composition of its
Board of Directors and officers as it deems appropriate and necessary from a business perspective in accordance with
the terms of its Certificate of Incorporation, Bylaws and the Nominating Committee Charter.

Consulting Agreements After The Asset Sale (see page 20)

It is anticipated that Dr. Andrew Brooks, Michael Kvitnitsky, and Derrick Romine will each enter into a
consulting agreement with Arthrex at or prior to the closing of the Asset Sale. The consulting agreements for
Messrs. Kvitnitsky and Romine have a term of three (3) months, which may be extended by mutual agreement of
Arthrex and the consultant thereunder. Mr. Kvitnitsky will receive monthly compensation of $18,333.33 for
consulting fees and $1,783.33 for monthly benefits. Mr. Romine will receive monthly compensation of $15,000.00 for
consulting fees and $1,550.00 for monthly benefits. Each consulting agreement provides that the consultant will not
compete with Arthrex during the term of the agreement, will not disclose any confidential information of Arthrex and
will assign any inventions to Arthrex that were created during the term of the consulting agreement and that relate to
Arthrex s business or were created in connection with the consulting services or using Arthrex s property. The
agreements permit the consultant to (i) continue as a consultant to, or director, officer or employee of, Cardo Medical
and/or its subsidiaries in connection with the Spine Division Sale, provided that such involvement does not materially
interfere with the performance of his duties under the consulting agreement, or (ii) own, directly or indirectly, any
equity securities (including stock options) of Cardo Medical that he holds as of the date of the Asset Purchase
Agreement. The consulting agreement with Dr. Brooks will be on such terms as are mutually agreed upon by
Dr. Brooks and Arthrex.

Dissenters Rights (see page 33)

The stockholders of the Company are not entitled to seek dissenters or appraisal rights under Delaware law in
connection with the Asset Sale or Name Change.

Certain Federal Income Tax Consequences (see page 33)
5
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The Asset Sale will be treated by the Company as a taxable transaction for federal income tax purposes. It is
anticipated that any gain resulting from the Asset Sale will be offset against the Company s net operating loss
carryforwards. However, utilization of these carryforwards generates an alternative minimum tax for federal income
tax purposes. At this time, we are unable to determine the alternative tax liability generated due to the utilization of
these carryforwards.

6
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Accounting Treatment (see page 34)

Upon completion of the Asset Sale, we will remove from our consolidated balance sheet all of the assets of our
Reconstructive Division sold to Arthrex and will reflect therein the effect of the receipt and the use of the proceeds of
the Asset Sale. We will record a gain on the sale of assets to Arthrex equal to the difference between the purchase
price received and the book value of the assets sold in our consolidated statement of operations.

Government Approval (see page 34)

Except for compliance with the applicable regulations of the Securities and Exchange Commission in
connection with this Information Statement and of the Delaware General Corporation Law in connection with the
Asset Sale and the Name Change, we are not required to comply with any federal or state regulatory requirements, and
no federal or state regulatory approvals are required in connection with the Asset Sale or the Name Change.

Interests of the Continuing Stockholders (see page 35)

Following the Asset Sale and the Name Change, the current stockholders of the Company will continue to own
100% of the outstanding common stock of the Company.

A NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Information Statement contains certain forward-looking statements, including statements regarding our

expectations,  beliefs, goals, hopes, strategies, and the like. We intend such forward-looking statements to be cov
by the safe harbor provisions for forward-looking statements contained in the Private Securities Litigation Reform Act
of 1995, and are including this statement for purposes of invoking those safe harbor provisions. Such forward-looking
statements involve known and unknown risks, uncertainties and other important factors that are subject to change at
any time and from time to time and that could cause our actual results, performance or achievements to differ
materially from our expectations of future results, performance or achievements expressed or implied by such
forward-looking statements. Factors that could cause actual results or developments to differ materially from those
described in or contemplated or implied by such forward-looking statements include, without limitation, the risk that
the assumptions upon which the forward-looking statements are based ultimately may prove to be incorrect or
incomplete, the ability of the companies to satisfy the conditions to the closing of the Asset Sale and to consummate
the Asset Sale transaction, and unanticipated events that could impact the value of our inventory, property, plant and
equipment relating to the assets of our Reconstructive Division and/or the royalty payments and as a result impact the
closing consideration, as well as other risks and uncertainties that are described in our filings with the Securities and
Exchange Commission. Although we believe that the expectations reflected in our forward-looking statements are
reasonable, we cannot guarantee future events or results. Except as may be required under federal law, we undertake
no obligation to update publicly any forward-looking statements for any reason, even if new information becomes
available or other events occur.

7
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Summary Information In Question And Answer Format

The following information in question and answer format, summarizes many of the material terms of the Asset
Sale and the Name Change. For a complete description of the material terms of the Asset Sale, the Spine Division
Sale, and the Name Change, you are advised to carefully read this entire Information Statement and the other
documents referred to herein. The actual terms and conditions of the Asset Sale are contained in the Asset Purchase
Agreement and the exhibits thereto. The Asset Purchase Agreement is included as Appendix A to this Information
Statement. The form of an amendment to our Certificate of Incorporation to effect the Name Change is included as
Appendix B to this Information Statement. The fairness opinion is included as Appendix C to this Information
Statement.

Q. What Vote Is Required To Approve The Asset Sale?

A. Approval of the Asset Sale requires the affirmative vote of the holders of not less than a majority of Cardo
Medical s issued and outstanding common stock entitled to vote thereon.

Q. What Vote Is Required To Approve The Name Change?

A. Approval of the Name Change requires the affirmative vote of the holders of not less than a majority of Cardo
Medical s issued and outstanding common stock entitled to vote thereon.

Q. What Constitutes A Majority Of The Company s Outstanding Common Stock?

A. OnJanuary 24, 2011, the Company had 230,293,141 shares of Common Stock issued and outstanding and as a
result 115,146,571 constitutes a majority of the shares of Common Stock issued and outstanding.

Q. Who Voted In Favor Of The Asset Sale And The Name Change?

A. Dr. Andrew Brooks, Cardo Medical s Chairman of the Board and Chief Executive Officer, Mikhail (Michael)
Kvitnitsky, Cardo Medical s President, Chief Operating Officer and a director of Cardo Medical, Derrick Romine,
Cardo Medical s Chief Financial Officer, Thomas Morgan, a director of Cardo Medical, indirectly through a trust
and a limited liability company, Ronald Richards, a director of Cardo Medical, Steven D. Rubin, a director of
Cardo Medical, Dr. Subbarao Uppaluri, a director of Cardo Medical, and Frost Gamma Investments Trust, a
greater than 10% holder of our common stock, voted an aggregate of 133,689,430 shares in favor of the adoption
and approval of the Asset Purchase Agreement, the transactions contemplated thereby, and the Name Change.
Such shares represent 58% of the shares of common stock outstanding. Such individuals shall be referred to as
the Majority Stockholders . See Voting Securities and Principal Holders Thereof at page 34.

Q. Will the Stockholders that Voted In Favor Of The Asset Purchase Agreement and the Name Change Have
Any Relationship With Arthrex Following The Closing Of The Asset Sale?

A. Yes. Itis anticipated that Dr. Andrew Brooks, Michael Kvitnitsky, and Derrick Romine will each enter into a
consulting agreement with Arthrex following the closing of the Asset Sale. The consulting agreements for
Messrs. Kvitnitsky and Romine have a term of three (3) months, which may be extended by mutual agreement of
Arthrex and the consultant thereunder. Mr. Kvitnitsky will receive monthly compensation of $18,333.33 for
consulting fees and $1,783.33 for monthly benefits. Mr. Romine will receive monthly compensation of
$15,000.00 for consulting fees and $1,550.00 for monthly benefits. Each consulting agreement provides that the
consultant will not compete with Arthrex during the term of the agreement, will not disclose any confidential
information of Arthrex and will assign any inventions to Arthrex that were created during the term of the
consulting agreement and that relate to Arthrex s business or were created in connection with the consulting
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Spine Division, provided that such
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involvement does not materially interfere with the performance of his duties under the consulting agreement, or
(ii) own, directly or indirectly, any equity securities (including stock options) of Cardo Medical that he holds as
of the date of the Asset Purchase Agreement. The consulting agreement with Dr. Brooks will be on such terms as
are mutually agreed upon by Dr. Brooks and Arthrex.

Q. Why Isn t The Company Holding A Stockholders Meeting To Vote On The Asset Purchase Agreement, The
Transactions Contemplated Thereby, And The Name Change?

A. In order to lawfully close on the proposed Asset Sale and effect the Name Change, Delaware law requires that a
majority of shares of Common Stock issued and outstanding vote in favor of the adoption and approval of the
Asset Purchase Agreement, the transactions contemplated thereby, and the Name Change. The stockholders
voting in favor of the Asset Purchase Agreement, the transactions contemplated thereby, and the Name Change
represent 58% of the shares outstanding, or a majority of the outstanding shares. Therefore, management
concluded that because approving a transaction by the written consent of stockholders can be accomplished
quicker than distributing a notice of meeting and proxy statement, and conducting a stockholders meeting,
management and the Board of Directors decided not to conduct a meeting of stockholders. Instead, promptly
following the execution of the Asset Purchase Agreement, stockholders owning approximately 58% of the shares
signed a written consent approving the Asset Purchase Agreement, the transactions contemplated thereby, and the
Name Change.

Q. What Are The Terms Of The Asset Purchase Agreement?

A. On January 24, 2011, our Board of Directors at a special meeting, adopted and approved the Asset Purchase
Agreement, a copy of which is included as Appendix A to this Information Statement, pursuant to which we
intend to sell, and Arthrex intends to purchase, substantially all of our assets, consisting of all of the assets of our
Reconstructive Division. Pursuant to the asset purchase agreement, we will sell substantially all of our assets to
Arthrex in exchange for cash consideration of $9,960,000 plus the value of our inventory and property, plant and
equipment relating to our Reconstructive Division calculated as of the closing date, the assumption by Arthrex of
certain executory liabilities of the Company under contracts being assumed by Arthrex, and the payment of a
royalty equal to 5% of net sales of our Reconstructive Division products acquired pursuant to the Asset Purchase
Agreement, to be paid in cash on a quarterly basis for a term up to and including the 20% anniversary of the
closing date. Following the execution of the Asset Purchase Agreement, we received a $250,000 deposit from
Arthrex to be credited against the cash consideration due at closing. From the cash consideration paid at closing,
$900,000 will be deposited with an escrow agent for a period of twelve months from the closing date to be used
for any adjustments to the value of our inventory and property, plant and equipment relating to our
Reconstructive Division and for post closing indemnification claims which may be asserted by Arthrex with
respect to losses, damages, costs, expenses, suits, actions or obligations related to unassumed liabilities and
payment of certain taxes. We estimate the value of our inventory and property, plant and equipment relating to
our Reconstructive Division as of the closing date will be approximately $4.7 million. The assets excluded from
the Asset Sale include the assets of our Spine Division, cash and cash equivalents, all receivables and accounts
receivable, prepaid items and deposits, and real property leases and leasehold improvements.

Q. Why Is The Company Selling Its Assets?

A. The Board of Directors and management of the Company have concluded that based on the Company s losses
from operations, negative cash flows from operations, accumulated deficit and limited cash to fund future
operations, as well as its recent reduction in workforce, and its review of strategic and liquidity alternatives, it
would be in the Company s best interest to sell substantially all of the Company s assets at a fair price. In addition,
for the years ended December 31, 2009 and 2008, the Company recorded net losses of approximately $5.1
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recorded losses of approximately $11.1 million and $3.8 million, respectively. For the years ended December 31,
2009 and 2008, the Company s accumulated deficit totaled approximately $11.2 million and $6.1 million,
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respectively. For the nine months ended September 30, 2010 and 2009, the Company accumulated deficit totaled
approximately $22.2 million and $9.9 million, respectively. The Company has also received a going concern
opinion from its independent auditors for the years ended December 31, 2009 and 2008. As a result, the Board of
Directors and management decided that it is in the best interest of the Company to pursue a sale transaction for all
of the assets of its Reconstructive Division to Arthrex.

Q. Why Is The Company Changing Its Name?

A. Pursuant to the terms of the Asset Purchase Agreement, immediately after the closing of the Asset Sale, we are
required to change our name, logos, trade dress, trade names, trademarks, service marks and the like to new
names that are reasonably satisfactory to Arthrex and do not use the words Cardo or any variation thereof, except
in connection with (i) satisfaction of certain obligations under the Asset Purchase Agreement, (ii) collection of
certain receivables, and (iii) the administration and sale of existing contracts and other existing rights related to
assets not purchased by Arthrex for the period of time following closing until the sale of such assets. Immediately
after the closing of the Asset Sale, we will file an amendment to our Certificate of Incorporation to change our
name to Tiger X Medical, Inc. A copy of the form of an amendment to our Certificate of Incorporation to effect
the Name Change is included as Appendix B to this Information Statement. The Name Change will not become
effective until the closing of the Asset Sale.

Q. What Will Happen To The Company After The Asset Sale?

A. Following the Asset Sale,
The Company will continue to be a public company;

The Company intends to sell the Company s assets in its Spine Division and consummate such sale as soon as
possible following the Asset Sale. The Company has begun negotiations with an unaffiliated third party for
the sale of substantially all of the assets of the Spine Division, but as of the date of this Information

Statement, the Company has not executed a definitive agreement;

The Company s common stock will continue to trade on the OTC Bulletin Board; and

The Company will use the proceeds from the Asset Sale to pay: (i) accrued salaries and payroll taxes,
(ii) sums due to certain creditors, including the repayment of indebtedness owed to the brother of the
Company s Chairman and Chief Executive Officer, (iii) transaction expenses, and (iv) working capital
purposes.

Q. What Steps Has The Board Of Directors Taken To Assure That The Price To Be Paid By Arthrex Is Fair
To The Public Stockholders?

A. The Board of Directors engaged Inverness Advisors to review the Asset Sale. On January 24, 2011, Inverness
Adpvisors issued a fairness opinion to the effect that the consideration to be received by the Company in the Asset
Sale is fair to the Company from a financial point of view.

Q. What Factors Were Considered By Management And The Board Of Directors In Deciding To Sell
Substantially All Of The Company s Assets?

Management and the Board of Directors considered a number of factors before deciding to execute the Asset
Purchase Agreement, including but not limited to, the following:
10
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the Company s losses from operations, negative cash flows from operations, accumulated deficit
and limited cash to fund future operations, as well as its recent reduction in workforce;

the terms and conditions of the proposed Asset Sale;

the belief that the offered purchase price by Arthrex, is the highest price that the Company will
obtain for all of the assets of its Reconstructive Division; and

the fact that Arthrex offered a 5% royalty on future sales of Reconstructive Division products,
providing the Company with potential future upside.

How Is The Purchase Price For The Asset Sale Being Financed By Arthrex?

Arthrex has advised the Company that the total amount of funds required to be delivered to the Company at
closing will be funded from Arthrex s cash on hand or cash from operations. See Information About Arthrex.

What Rights Do Stockholders Have To Dissent From The Asset Sale And The Name Change?
The stockholders of the Company do not have the right to seek the appraisal of their shares under Delaware law.
What Are The Conditions Of The Asset Sale?

The following list includes what the Board of Directors and Management believe are the material conditions to
the Asset Sale, all of which must be satisfied at the time of the closing. In view of the fact that interpretations of
materiality can be subjective, the list is qualified by reference to the Asset Purchase Agreement which is attached
as Appendix A to this Information Statement. You are urged to carefully read this entire document including the
Asset Purchase Agreement.
at least 20 calendar days will have passed since an Information Statement pursuant to Rule 14c-2 under the
Exchange Act has been filed with the SEC and transmitted to every stockholder of the Company from whom
proxy authorization or consent is not solicited;

delivery of payoff and release letters from the holders of the Company s indebtedness to Arthrex;

delivery of evidence reasonably satisfactory to Arthrex of the satisfaction and release of all liens
encumbering the purchased assets;

execution and delivery of consulting or employment agreements by each of Andrew Brooks, Brett Cassidy,
Derrick Romine, Michael Kvitnitsky and John Kuczynski;

there are no legal restraints making the transactions contemplated by the Asset Purchase Agreement illegal,
or otherwise restraining, prohibiting or materially delaying consummation of the transactions;

certain material consents required for the consummation of the Asset Purchase shall have been obtained; and

the respective representations and warranties made in the Asset Purchase Agreement by each of the parties to
the Asset Purchase Agreement shall be true and correct.

Q. What Are The Income Tax Consequences Of The Asset Sale?

11
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The Asset Sale will be treated by the Company as a taxable transaction for federal income tax purposes. It is
anticipated that any gain resulting from the Asset Sale will be offset against the Company s net operating loss
carryforwards. However, utilization of these carryforwards generates an alternative minimum tax for federal
income tax purposes. At this time, we cannot determine the alternative tax liability. See Certain Federal Income
Tax Consequences.

How Will The Asset Sale Be Accounted For?

Upon completion of the Asset Sale, we will remove from our consolidated balance sheet all of the assets of our
Reconstructive Division sold to Arthrex and will reflect therein the effect of the receipt and the use of the
proceeds of the Asset Sale. We will record a gain on the sale of assets to Arthrex equal to the difference between
the purchase price received and the book value of the assets sold in our consolidated statement of operations.

Are Any Governmental Approvals Required In Connection With The Asset Sale And The Name Change?

Except for compliance with the applicable regulations of the Securities and Exchange Commission in connection
with this Information Statement and of the Delaware General Corporation Law in connection with the Asset Sale
and the Name Change, we are not required to comply with any federal or state regulatory requirements, and no
federal or state regulatory approvals are required in connection with Asset Sale or the Name Change.

12
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Approval of the Board of Directors and Stockholders

Our ability to sell substantially all of our assets without a meeting of our stockholders is authorized by
Section 228 of the Delaware General Corporation Law. That section generally provides that a Delaware corporation
may substitute for action on a matter by its stockholders at a meeting the written consent of the holders of outstanding
shares of capital stock holding at least the minimum number of votes which would be necessary to authorize or take
the action at a meeting at which all shares entitled to vote on the matter are present and voted. In accordance with this
provision, we obtained the written consent in lieu of a meeting of stockholders representing a majority of the total
issued and outstanding shares of voting stock of the Company approving the Asset Purchase Agreement, the
transactions contemplated thereby, and the Name Change. As a result of the action of the majority of the Company s
stockholders, we are not soliciting proxies, and there will be no further stockholder action on the Asset Purchase
Agreement, the transactions contemplated thereby, or the Name Change.

Holders of record of the Company s Common Stock, are entitled to notice of the action taken by written consent
approving the Asset Purchase Agreement, the transactions contemplated thereby, and the Name Change.

Under Delaware law and our Certificate of Incorporation, the affirmative vote of a majority of the issued and
outstanding shares of the Company s Common Stock as of the close of business on January 24, 2011 is required to
approve the Asset Purchase Agreement and the transactions contemplated thereby, and the Name Change. Under our
Certificate of Incorporation, each share of Common Stock is entitled to one vote per share. As of January 24, 2011,
there were outstanding 230,293,141 shares of Common Stock. As permitted by the Delaware General Corporation
Law, on January 24, 2011, the Company received a written consent in lieu of a meeting of stockholders from holders
of 133,689,430 shares of Common Stock representing 58% of the total issued and outstanding shares of voting stock
of the Company approving the Asset Purchase Agreement, the transactions contemplated thereby, and the Name
Change.

The action by written consent approving the Asset Purchase Agreement, the transactions contemplated thereby,
and the Name Change was effective on January 24, 2011.

The Asset Sale To Arthrex

The terms and conditions of the Asset Sale, which is the sale of substantially all of our assets, consisting of all
of the assets of our Reconstructive Division, to Arthrex, are set forth in the Asset Purchase Agreement, dated as of
January 24, 2011. A copy of the Asset Purchase Agreement, excluding the schedules thereto, is included as
Appendix A to this Information Statement. The description in this Information Statement of the terms and conditions
of the Asset Sale and of the Asset Purchase Agreement is a summary only and may not contain all of the information
that is important to you. To fully understand the Asset Sale and the terms of the Asset Purchase Agreement, you
should carefully read in its entirety the copy of the Asset Purchase Agreement included as Appendix A.

The Name Change

Pursuant to the terms of the Asset Purchase Agreement, immediately after the closing, we are required to
change our name, logos, trade dress, trade names, trademarks, service marks and the like to new names that are
reasonably satisfactory to Arthrex and do not use the words Cardo or any variation thereof, except in connection with
(1) satisfaction of certain obligations under the Asset Purchase Agreement, (ii) collection of certain
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receivables, and (iii) the administration and sale of existing contracts and other existing rights related to assets not
purchased by Arthrex for the period of time following closing until the sale of such assets. Immediately after the
closing of the Asset Sale, we will file an amendment to our Certificate of Incorporation to change our name to Tiger X
Medical, Inc.

Parties To The Asset Sale

Information About Cardo Medical, Inc.

Cardo Medical, Inc.

7625 Hayvenhurst Avenue

Suite 49

Van Nuys, California 91406

(818) 780-6677

www.cardomedical.com (The information contained on the Company s website shall not be deemed part of this
Information Statement.)

We are an orthopedic medical device company specializing in designing, developing and marketing high
performance reconstructive joint devices and spinal surgical devices. Reconstructive joint devices are used to replace
knee, hip and other joints that have deteriorated through disease or injury. Spinal surgical devices involve products to
stabilize the spine for fusion and reconstructive procedures. Within these areas, we are focused on developing surgical
devices, instrumentation and techniques that will enable surgeons to move what are typically inpatient surgical
procedures to the outpatient world. We commercialize our reconstructive joint devices through our Reconstructive
division and our spine devices through our Spine Division. We launched and commenced sales of our first product in
December 2006, which was a high performance unicompartmental knee replacement. We commenced sales of our
other reconstructive products in 2007 and our spine products in 2008.

We are headquartered in Van Nuys, California. Our common stock is quoted on the National Association of
Securities Dealers, Inc., Over-the-Counter Bulletin Board, under the trading symbol CDOM.OB.

Information About Cardo Medical, LLC
Cardo Medical, LLC

7625 Hayvenhurst Avenue

Suite 49

Van Nuys, California 91406

(818) 780-6677

Cardo Medical, LLC, a Delaware corporation, is a wholly owned subsidiary of the Company. The business of

Cardo Medical, LLC is the same as the business of Cardo Medical, Inc., as described above.
Information About Arthrex, Inc.
Arthrex, Inc.
1370 Creekside Boulevard
Naples, Florida 34108
(239) 643-5553
www.arthrex.com (The information contained on Arthrex s website shall not be deemed part of this Information
Statement.)
Arthrex, headquartered in Naples, Florida, is a worldwide leader in sports medicine product development and
educational services for orthopaedic surgeons. Incorporated since 1984, Arthrex is a privately held corporation
committed to providing the finest quality products and educational services to meet the special needs of orthopaedic
surgeons and their patients. Arthrex has a focused dedication to creative product development and medical
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education with an experienced, devoted team of professionals who are truly committed to continuing this tradition.
Over 5,000 products for arthroscopic and minimally invasive orthopaedic surgical procedures have been developed by
Arthrex and are currently marketed worldwide. Our goal is to make technically demanding surgical procedures easier,
safer and reproducible

Background Of The Asset Sale

As discussed in our press release from October 7, 2010 announcing company-wide layoffs, we explored ways to
raise additional capital during 2010 and were unsuccessful. As mentioned in the press release, we continued to seek
alternative sources of capital, including the selling of some or all of our assets, as well as exploring strategic alliances.

As a result of our press release, representatives from Arthrex called Dr. Brooks to inquire about a potential sale
of our assets. On October 15, 2010, Cardo Medical s management met with the management of Arthrex in Naples,
Florida, for preliminary discussions, including an overview of our business and a product review.

During the week of October 18, 2010, we met with various investment banking firms, including Inverness
Adpvisors, a division of KEMA Partners LLC ( Inverness ), to discuss the potential engagement of one of the firms as
our financial advisor.

On October 19, 2010, our board of directors held a telephonic meeting during which the board of directors
approved the engagement of Inverness on such terms as management deemed appropriate. On October 20, 2010,
Inverness and members of our management initiated discussions regarding potential buyers, the sale process,
transaction issues and market conditions.

On October 31, 2010, we engaged Inverness to provide investment banking services as we explored our
strategic alternatives, including a sale of equity or assets.

Throughout October and November 2010, Inverness worked with potential parties interested in purchasing us,
including both financial and strategic buyers. During this period, approximately 29 parties were contacted, either
telephonically, by email or by both methods of communication. Of those contacted, ten parties expressed an interest in
and executed mutual non-disclosure and confidentiality agreements (NDAs) and subsequently began the due diligence
process.

On November 4, 2010, our board of directors held a telephonic meeting during which management and
Inverness provided an update on the status of on-going discussions with Arthrex as well as the status of the various
other on-going discussions.

On November 11, 2010, prospective purchasers were directed to submit preliminary proposals by November 29,
2010.

On December 3, 2010, our board of directors held a telephonic meeting during which management and
Inverness provided a process update, summarized the three preliminary indications of interest that had been received
by us. Inverness was directed to allow the three parties to proceed with due diligence. On December 3, 2010,
subsequent to the meeting of the board of directors, a fourth prospective purchaser submitted a preliminary indication
of interest.

On December 11, 2010, prospective purchasers were directed to submit revised proposals and their comments to
the first draft of the asset purchase agreement that had been prepared by Cardo s counsel by December 22, 2010.
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On December 14, 2010, our board of directors held a telephonic meeting during which management and
Inverness provided a process update and summarized the four preliminary indications of interest that had been
received by us.

On December 22, 2010, Arthrex submitted its revised proposal and their first round of comments to the draft
asset purchase agreement.

On December 23, 2010, our board of directors held a telephonic meeting during which management and
Inverness provided a process update, summarized the revised proposal from Arthrex, one preliminary indication of
interest that was received by us on December 21, 2010 and the three preliminary indications of interest that had been
received by us previously. Our board decided to continue negotiations with Arthrex, primarily because their proposal
involved substantially all of our assets and their proposal resulted in a higher purchase price compared to the other
indications of interest received.

Throughout the remainder of 2010 and the beginning of 2011, we held due diligence meetings and follow up
sessions with representatives of Arthrex. We continued to negotiate with Arthrex the terms and conditions of the
transaction and the proposed asset purchase agreement. On December 27, 2010, we responded to Arthrex s first round
of comments to the asset purchase agreement.

During late December 2010, Arthrex s management observed certain surgical procedures involving our products.
Furthermore, during the first week of January 2011, Dr. Andrew Brooks performed a laboratory demonstration of our
products with Arthex management in Naples, Florida.

On January 7, 2011, our board of directors held a telephonic meeting during which management and Inverness
provided a process update with respect to the Arthrex negotiations and due diligence process.

On January 12, 2011, our board of directors held a telephonic meeting during which management and Inverness
provided a process update with respect to the Arthrex negotiations and counsel to the Company updated the board of
directors on the status of the open issues under the asset purchase agreement, including a discussion of open issues
and timing of the transaction. Additionally, Inverness made a presentation to the board of directors with respect to its
preliminary valuation analysis for the transaction as it was proposed at that time, including a selected public
companies analysis, selected precedent transaction analysis, discounted cash flow analysis and other analysis.

Senior management of Arthrex and the Company met in our New Jersey location during the week of
January 17, 2011 to address business diligence and open issues regarding the transaction.

On January 21, 2011, as a result of the status of diligence and negotiations, our management and Arthrex s
management discussed changing the structure of the transaction from substantially all of the Company s assets for both
its reconstructive division and spine division to substantially all of the Company s assets for only its reconstructive
division. The change in the structure of the transaction was largely driven by the assets in the Spine Division adding
less value to Arthrex, from Arthrex s perspective, as compared to other prospective purchasers and Arthrex s concern
that purchasing substantially all of the assets of the Spine Division would require Arthrex to build a separate and
dedicated sales force with respect to the assets of the Spine Division rather than relying on Arthrex s existing sales
force.

Arthrex s proposal contemplated a purchase price consisting of cash consideration of $9,960,000 plus the value
of the Company s inventory and property, plant and equipment relating to the Reconstructive Division calculated as of
the closing date, the assumption by Arthrex of certain liabilities, and the payment of a royalty equal to 5% of net sales
of the Company s joint arthroplasty products to be paid in cash on a quarterly basis for a term up to and including the
20th anniversary of the closing date. The purchase price was determined by arms-length negotiations between the
Company and Arthrex and the bidding process that Inverness ran for the Company. The purchase price for the sale of
substantially all of the assets of the Reconstructive Division to Arthrex resulted in a
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purchase price that was greater than the purchase price amounts submitted in the preliminary indications of interest by
the other potential purchasers.

In connection with the transaction, Arthrex informed us that it was their intention to retain the services of the
Company s named executive officers, Messrs. Andrew Books, Michael Kvitnitsky and Derrick Romine along with at
least two of the Company s employees, Mr. John Kuczynsky and Ms. Dina Weissman, as consultants for Arthrex. Prior
to the Company executing the asset purchase agreement with Arthrex, Arthrex presented a form of the consulting
agreement to each of Messrs. Kvitnitsky and Romine on terms that are substantially similar and consistent with their
current arrangements with Cardo. Specifically, the monthly consulting fee for Mr. Kvitnitsky will be equal to his
monthly Cardo salary before he made the decision to forgo his salary and the monthly consulting fee for Mr. Romine
will be equal to his current monthly Cardo salary. The consulting agreement with Dr. Brooks was not negotiated prior
to the Company executing the agreement with Arthrex, and will be on such terms as are mutually agreed upon by Dr.
Brooks and Arthrex.

On January 24, 2011, our board of directors held a telephonic meeting during which management updated the
board of directors on the negotiations with Arthrex and presented management s recommendation that the board of
directors approve Cardo entering into the agreement with Arthrex. Inverness made an updated presentation to the
board of directors with respect to its valuation analysis for the proposed revised transaction, including a selected
public companies analysis, selected precedent transaction analysis and discounted cash flow analysis. Inverness
updated presentation differed from its presentation on January 12, 2011 in order to properly reflect (i) the change in
deal structure from a sale of substantially all of the assets of both the Reconstructive Division and the Spine Division,
and (ii) other underlying facts that changed with the passage of time, such as movements in the stock prices of the
selected public companies that were used as part of the financial analysis. At the meeting, representatives of Inverness
also delivered Inverness s oral opinion, subsequently confirmed in writing that as of January 24, 2011, and based upon
and subject to the various considerations, assumptions and limitations set forth in its opinion, the Consideration (as
defined therein) to be received by Cardo and its affiliate Cardo Medical in the transaction was fair, from a financial
point of view, to Cardo. Thereafter, the Cardo board of directors, having taken into consideration the information
presented and discussed, approved and adopted the asset purchase agreement and the transactions contemplated
thereby, and approved the filing of the name change to Tiger X Medical, Inc. immediately after the closing of the asset
sale and voted to recommend that the majority stockholders of Cardo approve the foregoing.

Reasons For The Asset Sale

The Board of Directors and management of the Company have concluded that based on the Company s losses
from operations, negative cash flows from operations, accumulated deficit and limited cash to fund future operations,
as well as its recent reduction in workforce, the Company s inability to raise additional funds and its review of strategic
and liquidity alternatives, it would be in the Company s best interest to sell substantially all of the Company s assets at
a fair price. Specifically, despite management s efforts to seek various sources of financing throughout 2010, the
Company was only able to obtain $500,000 of net proceeds during the fourth quarter of 2010 by issuing two secured
promissory notes to two individuals, one of whom is the brother of the Company s Chief Executive Officer. These
efforts stand in contrast to the $9.0 million of net proceeds the Company obtained throughout 2009. As a result of the
level of the Company s available funds and the projection that the amount of available funds would be insufficient to
meet all of the Company s working capital needs for the next twelve months, the Company s management undertook
the following additional measures during October and November 2010: (i) it terminated over half of the Company s
employees; (ii) had the Company s Chief Executive Officer and President forgo their salaries; (iii) reduced office space
by not renewing the corporate headquarters facility lease; (iv) scaled back research and development activities;

(v) deferred manufacturing of inventories required to build additional base-level implant banks; and (vi) engaged an
investment adviser to assist it in seeking alternative sources of capital, including selling of some or all of the
Company s assets and other strategic alternatives.

17

Table of Contents 26



Edgar Filing: Cardo Medical, Inc. - Form PRER14C

Table of Contents

For the years ended December 31, 2009 and 2008, the Company recorded net losses of approximately
$5.1 million and $5.7 million, respectively. For the nine months ended September 30, 2010 and 2009, the Company
recorded losses of approximately $11.1 million and $3.8 million, respectively. For the years ended December 31, 2009
and 2008, the Company s accumulated deficit totaled approximately $11.2 million and $6.1 million, respectively. For
the nine months ended September 30, 2010 and 2009, the Company accumulated deficit totaled approximately
$22.2 million and $9.9 million, respectively. The Company has also received a going concern opinion from its
independent auditors for the years ended December 31, 2009 and 2008. As a result, the Board of Directors and
management decided that it is in the best interest of the Company to pursue a sale transaction for all of the assets of its

Reconstructive Division to Arthrex.
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Special Factors Regarding the Asset Sale
There are many factors that our stockholders should consider in reviewing the information contained in this
Information Statement. Such factors include, but are not limited to, those set forth below and elsewhere in this
Information Statement.
We will continue to incur claims, liabilities and expenses, which will reduce the realizable value of our
remaining assets.

We will continue to incur the expenses of complying with public company reporting requirements.

We have an obligation to continue to comply with the applicable reporting requirements of the
Securities Exchange Act of 1934, as amended, even though compliance with such reporting
requirements is economically burdensome.
Assets Subject To Sale
The assets to be sold to Arthrex consist of substantially all of our assets, consisting of all the assets of our
Reconstructive Division, and include the following:
assets, properties and rights used primarily in connection with the reconstructive joint devices business;

all goodwill associated with the reconstructive joint devices business;

all customer data, vendor data, subscriber lists, manuals and business procedures related to the
reconstructive joint devices business; and

intangible property and permits related to the reconstructive joint devices business.
Use of Proceeds
The Asset Purchase Agreement provides that, at closing, we will receive a total cash consideration of
$9,960,000 plus the value of our inventory and property, plant and equipment relating to the Reconstructive Division
calculated as of the closing date. From the cash consideration paid at closing, $900,000 will be deposited with an
escrow agent for a period of twelve months from the closing date to be used for any adjustments to the value of the
our inventory and property, plant and equipment relating to our Reconstructive Division and for post closing
indemnification claims which may be asserted by Arthrex with respect to losses, damages, costs, expenses, suits,
actions or obligations related to unassumed liabilities and payment of certain taxes. The Company anticipates that
approximately $2.5 million will be used to pay: (i) accrued salaries and payroll taxes, (ii) sums due to certain creditors
and (iii) transaction expenses. The payment of accrued salaries and payroll taxes will not involve the use of proceeds
for payment of any accrued salaries, fees or payment of payroll taxes for the Company s officers and directors. The
estimated $2.5 million includes the repayment of the principal sum of $300,000 together with all accrued but unpaid
interest loaned to the Company by the brother of the Company s Chairman and Chief Executive Officer. Pursuant to
the terms of the Secured Promissory Note, dated November 2, 2010, issued by the Company to the brother of the
Company s Chairman and Chief Executive Officer, and the extension letter, dated February 21, 2011, executed by the
Company and exercising the Company s right under the Secured Promissory Note to extend the maturity date, the
Company must repay this indebtedness by April 30, 2011.
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Structure Of The Company After The Asset Sale
After completion of the Asset Sale, the Company will hold:
cash and cash equivalents in the approximate amount of $11.3 million, excluding $900,000 held in
escrow; and

accounts receivable in the approximate amount of $450,000.

After the Asset Sale, our ongoing operations will consist of our Spine Division operations, the collection of
accounts receivable, the collection of royalty payments pursuant to the terms of the Asset Purchase Agreement, and
the payment of any liabilities. The Company intends to sell the Company s assets in its Spine Division and
consummate such sale as soon as possible following the Asset Sale. The Company has begun negotiations with an
unaffiliated third party for the sale of substantially all of the assets of the Spine Division, but as of the date of this
Information Statement, the Company has not executed a definitive agreement.

We currently contemplate that the members of our Board of Directors will continue to serve as directors and
that our named executive officers, Messrs. Brooks, Kvitnitsky and Romine, will continue to serve as our Chief
Executive Officer, Chief Operating Officer and Chief Financial Officer, respectively, following the sale of the
Reconstructive Division. The Company, however, has the flexibility to make such changes to the composition of its
Board of Directors and officers as it deems appropriate and necessary from a business perspective in accordance with
the terms of its Certificate of Incorporation, Bylaws and the Nominating Committee Charter.

Consulting Agreements After The Asset Sale

It is anticipated that Dr. Andrew Brooks, Michael Kvitnitsky, and Derrick Romine will each enter into a
consulting agreement with Arthrex at or prior to the closing of the Asset Sale. The consulting agreements for
Messrs. Kvitnitsky and Romine have a term of three (3) months, which may be extended by mutual agreement of
Arthrex and the consultant thereunder. Mr. Kvitnitsky will receive monthly compensation of $18,333.33 for
consulting fees and $1,783.33 for monthly benefits. Mr. Romine will receive monthly compensation of $15,000.00 for
consulting fees and $1,550.00 for monthly benefits. Each consulting agreement provides that the consultant will not
compete with Arthrex during the term of the agreement, will not disclose any confidential information of Arthrex and
will assign any inventions to Arthrex that were created during the term of the consulting agreement and that relate to
Arthrex s business or were created in connection with the consulting services or using Arthrex s property. The
agreements permit the consultant to (i) continue as a consultant to, or director, officer or employee of, Cardo Medical
and/or its subsidiaries in connection with the sale of assets of our Spine Division, provided that such involvement does
not materially interfere with the performance of his duties under the consulting agreement, or (ii) own, directly or
indirectly, any equity securities (including stock options) of Cardo Medical that he holds as of the date of the Asset
Purchase Agreement. The consulting agreement with Dr. Brooks will be on such terms as are mutually agreed upon by
Dr. Brooks and Arthrex.

Terms of the Asset Purchase Agreement

The following is a summary of the significant provisions of the Asset Purchase Agreement. To fully understand
the transactions contemplated by the Asset Purchase Agreement, you should carefully read in its entirety the copy of
the Asset Purchase Agreement that is included as Appendix A to this Information Statement and is incorporated herein
by reference.

Purchase Price

The Asset Purchase Agreement provides that at closing Arthrex will (i) pay to the Company $9,960,000 in cash
plus the value of the Company s inventory and property, plant and equipment relating to the Reconstructive Division
calculated as of the closing date, (ii) assume certain executory liabilities of the Company under contracts being
assumed by Arthrex, and (iii) pay to the Company a royalty equal to 5% of the net sales of the Company s
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Reconstructive Division products acquired pursuant to the Asset Purchase Agreement (as discussed below), in cash,
on a quarterly basis, for a period up to and including the 20t anniversary of closing. The Company estimates the value
of the inventory and property, plant and equipment relating to the Reconstructive Division to be $4.7 million.
Following the execution of the Asset Purchase Agreement, Arthrex delivered to the Company a $250,000 deposit,
which amount will be credited against the cash consideration at closing.

Royalty

As partial consideration for the purchase of the assets of our Reconstructive Division pursuant to the Asset
Purchase Agreement, Arthrex shall pay Cardo Medical an amount equal to 5% of net sales of the products of our
Reconstructive Division acquired pursuant to the Asset Purchase Agreement, and any successor products or
improvements, alterations or derivations thereof that utilize certain intellectual property acquired from the Company.
The royalty shall be paid in cash on a quarterly basis, for a period up to and including the 20t anniversary of the
closing under the Asset Purchase Agreement. Net sales means the consolidated net sales of Arthrex and its
subsidiaries (including any licensing fees and/or royalties) attributable to the sales of such products less commissions,
returns, customer allowances and rebates, collection losses and customer discounts. In the event of a sale, transfer or
other disposition, directly or indirectly (including by merger, asset sale, equity sale, consolidation, reorganization or
otherwise) by Arthrex of the right to sell or manufacture any such products, Arthrex shall cause the purchaser to
assume the obligations of Arthrex to pay the royalty with respect to such products.

Arthrex shall have a right to set-off against the payment of the Royalty due to Cardo Medical hereunder solely
to the extent of any and all out-of-pocket costs and expenses (including amounts paid in settlement and reasonable
attorneys fees and expenses) incurred in good faith after consultation with counsel and paid by Arthrex, arising out of
claims by unaffiliated third parties alleging infringement of intellectual property rights to the extent based on
intellectual property acquired pursuant to the Asset Purchase Agreement. If it is ultimately determined that such
amounts were not due to Arthrex, then any royalty to which Arthrex exercised its right of set-off shall be paid to
Cardo Medical and shall bear interest at a rate equal to 8% per annum. Until such time as the royalty has achieved a
net present value of $3,000,000, using a discount rate of 8% per annum, Arthrex agrees to use commercially
reasonable efforts to promote the sale of such products. Notwithstanding the foregoing, control of all business
decisions concerning the business acquired and such products shall be the absolute right of Arthrex.

Purchase Price Adjustment

At least two (2) business days prior to the closing, the Company and Arthrex shall agree upon a good faith
estimate of the value of the Company s inventory and property, plant and equipment relating to the Reconstructive
Division calculated as of the closing date, and based on such estimate, the estimated cash consideration payable at
closing. With respect to property, plant and equipment, the Company and Arthrex have agreed that such value will be
the net book value of such assets as of the closing, prepared in accordance with GAAP. With respect to inventory, the
Company and Arthrex have agreed that such value will be the gross cost value of the saleable and non-obsolete
finished goods inventory, work in process and packaging material of the Reconstructive Division business as of the
closing, without inclusion of a reserve for slow moving inventory.

Following the closing, the Company and Arthrex will prepare a final determination of such value. If the parties
cannot agree, they will submit the dispute to an independent accounting firm for resolution pursuant to the terms of
the Asset Purchase Agreement. If such value, as finally determined, exceeds the estimated value at closing, then
Arthrex will pay to the Sellers such excess. If such value as finally determined is less than the estimated value at
closing, then an amount equal to such shortfall will be paid by the Sellers to Arthrex from the escrow account.
Escrow

At closing, Arthrex, the Company and JPMorgan Chase Bank, National Association, as escrow agent, shall
enter into an Escrow Agreement, pursuant to which Arthrex will withhold $900,000 from the purchase price paid at
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closing and shall deposit the escrow amount with the escrow agent for a period of 12 months. This amount will be
held to satisfy any purchase price adjustments as a result of any disputes regarding the value of the Company s
inventory and property, plant and equipment relating to the Reconstructive Division and any claims for
indemnification that Arthrex may have with respect to unassumed liabilities and taxes.
Representations And Warranties

The Asset Purchase Agreement contains various representations and warranties made by the Company for the
benefit of Arthrex relating to, among other things:

(a)
(b)

(©

(d)

(e)

®

(2)

(h)

G
)
M
(m)
(n)

),
()
(s)

its organization, good standing, qualification to do business, corporate power and authority;

its corporate authorization in relation to the Asset Purchase Agreement, the related transactions and related
transaction documents to which it is a party;

the enforceability of the Asset Purchase Agreement and each of the transaction documents related to the
Asset Purchase Agreement;

the absence of any subsidiaries other than Cardo Medical, LLC;

the absence of conflict with its organizational documents, material contracts or material permits and
applicable law as a result of the execution and delivery of, and performance under, the Asset Purchase
Agreement;

the absence of any finders , brokers or agents fees or commissions or similar compensation in connection
with the transactions contemplated by the Asset Purchase Agreement (except for amounts payable by the

Company and disclosed to Arthrex);

the compliance of its financial statements and SEC filings with the requirements of the Securities Act or the
Exchange Act;

the absence of certain changes, events and conditions;

the absence of undisclosed liabilities;

the absence of litigation;

real estate;

good and valid title to and lack of encumbrances upon such purchased assets;
compliance with laws and permits;

employment matters;
(o) employee benefit plans;

(p) tax matters;
material agreements;

intangible property;

environmental matters;
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(t) warranty and product liability;

(u) insurance;
(v) customers and suppliers; and

(w) receipt of a fairness opinion from Inverness Advisors that the sale of the purchased assets as contemplated
by the Asset Purchase Agreement is fair to the Company from a financial perspective.
The Asset Purchase Agreement also contains various representations and warranties made by Arthrex for the
benefit of the Company relating to, among other things:
(a) its organization and good standing;

(b) its corporate authorization in relation to the Asset Purchase Agreement, the related transactions and related
transaction documents to which it is a party;

(c) the enforceability of the Asset Purchase Agreement and each of the transaction documents related to the
Asset Purchase Agreement;

(d) the absence of any finders , brokers or agents fees or commissions or similar compensation in connection
with the transactions contemplated by the Asset Purchase Agreement;

(e) the absence of any suit, action or other proceeding pending or threatened by any governmental authority
seeking to restrain or prohibit the closing;

(e) the possession of sufficient funds to fund the purchase price at the closing of the transaction; and

(f) the absence of conflict with its organizational documents, material contracts or material permits and
applicable law as a result of the execution and delivery of, and performance under, the Asset Purchase
Agreement.

Covenants and Agreements of the Company and Arthrex

The Company and Arthrex have set forth various covenants and agreements in the Asset Purchase Agreement,
including the following:

Further Assurances. Both the Company and Arthrex will take further actions as may be reasonably necessary
to effectuate and comply with all of the terms of the Asset Purchase Agreement and the transactions contemplated
thereby.

Conduct of Business Pending Closing. Until the closing, except as otherwise provided in the Asset Purchase
Agreement or consented to in writing by Arthrex, the Company will operate in the ordinary course of business and use
commercially reasonable efforts to maintain and preserve intact its current organization, business and franchise.

Certain Tax Returns and Indemnity. All transfer, documentary, sales, use, registrations and other taxes, all
penalties, interest and additions to such tax, and all fees incurred in connection with the sale and transfer of the assets
to be purchased by Arthrex pursuant to the Asset Purchase Agreement will be paid 50% by Arthrex and 50% by the
Company. The Company shall also be liable for all taxes applicable to the purchased assets and the Reconstructive
Division for taxable periods on or before the closing date.
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Publicity. No press release or other public announcement related to the Asset Purchase Agreement or the
transactions contemplated hereby will be issued by either Arthrex or the Company without the prior approval of the
other party, which shall not be unreasonably withheld, except as may be required by law, any governmental authority,
or the rules of any exchange or organization on which the Company s securities trade.

Emplovee Matters. Prior to closing, Arthrex will offer employment or consulting agreements to certain
employees and/or consultants of the Company on such terms and conditions as agreed upon by Arthrex. In the case of
Andrew Brooks, Michael Kvitnitsky, Derrick Romine, John Kuczynski and Dina Weissman, Arthrex agrees to allow
such employees to consult, continue employment or otherwise be associated with the Company and/or its subsidiaries
after the closing in connection with the sale of assets of our Spine Division, so long as such services to the Company
are (i) in compliance with the respective confidentiality obligations pursuant to the consulting or employment
agreement entered into between such person and Arthrex, and (ii) do not materially interfere with the performance of
such person s duties under such agreements.

Use of Name. From and after closing, the Company shall not use the name Cardo Medical or any similar
name or any logo, trade name, trademark, except in connection with (i) satisfaction of certain obligations under the
Asset Purchase Agreement, (ii) collection of certain receivables, and (iii) the administration and sale of existing
contracts and other existing rights related to assets not purchased by Arthrex for the period of time following closing
until the sale of such assets.

Information Statement. The Company agreed to file this Information Statement no later than January 31, 2011,
and that this Information Statement would be in compliance with applicable SEC rules and regulations. The Company
agreed to provide, and did provide, Arthrex and its counsel an opportunity to review and comment upon this
Information Statement prior to its filing.

Transition. From the closing until the sale of assets of our Spine Division, but in no event longer than six
months after the closing, Arthrex will permit the Company reasonable access to and use of computer hardware and
software included in the purchased assets as needed to facilitate such sale.

Confidentiality. The Confidentiality Agreement previously entered into between the Company and Arthrex in
connection with the negotiations of the Asset Purchase Agreement remains in effect until closing (except as related to
the Company s other businesses and the assets not purchased by Arthrex, which shall remain in effect after closing),
and the Company will treat and hold as confidential information or data concerning the business of Arthrex, the
purchased assets and assumed liabilities.

Governmental Approvals and Other Third-Party Consents. Both the Company and Arthrex will use
commercially reasonably efforts to obtain all governmental consents, authorizations, orders and approvals required for
the execution and delivery of, and performance of the obligations under, the Asset Purchase Agreement.

Books and Records. For a period of 7 years after closing, Arthrex will retain all books and records of the
Company relating to periods prior to closing, and afford the Company and its representatives reasonable access to
such books and records.

Warranty Obligations. The Company is responsible for all warranties issued by the Company with respect to
products and services sold by the Company s reconstructive joint device business prior to closing and shall timely
perform such warranty services at their own cost.

Collection of Accounts Receivable. The Company has the right to collect all accounts receivable relating to the
Company s Reconstructive Division prior to closing in accordance with its past practices, provided that we agreed that
we would not file a collections action against any customer of the business without the prior written consent of
Arthrex, not to be unreasonably withheld. All amounts received by Arthrex in respect of these accounts receivable
shall be promptly remitted to the Company.
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Exclusivity. Until the Asset Purchase Agreement is terminated or the date of closing, whichever is earliest, the
Company and its respective affiliates, employees, agents and representatives will not initiate or engage in any
discussions or negotiations with any person with respect to the sale of all or any material part of the purchased assets
or the Company s Reconstructive Division or enter into any agreement or commitment with respect to any of the
foregoing transactions.

Material Vendors. Prior to or at closing, the Company will pay all amounts owed to its material vendors, as
identified in the Asset Purchase Agreement.
Conditions To Closing; Closing Date

The closing of the transactions contemplated by the Asset Purchase Agreement is scheduled to take place thirty
(30) days following the execution of the Asset Purchase Agreement, or on February 23, 2010, unless the conditions of
the obligations of Arthrex or the Company have not been satisfied or waived in accordance with the Asset Purchase
Agreement by such date, in which case the closing shall take place two days after the satisfaction or waiver of such
conditions, but not later than ninety (90) days following the execution of the Asset Purchase Agreement unless the
parties otherwise consent thereto.

The obligations of both Arthrex and the Company to complete the transactions contemplated by the Asset
Purchase Agreement are subject to the satisfaction or waiver of, among others, the following conditions:

(a) No governmental authority has enacted, issued or entered any order that makes the transactions contemplated
by the Asset Purchase Agreement illegal or otherwise restrains or prohibits the consummation of the
transaction;

(b) The Company has received all required governmental consents, authorizations, orders and approvals, none of
which has been revoked;

(c) Atleast 20 calendar days has passed since this Information Statement has been filed with the SEC and
transmitted to every record holder of the Company s shares from whom proxy authorization or consent is not
solicited; and

(d) No action, suit, litigation or other proceeding is pending to restrain, prevent, change or materially delay the
closing.
Arthrex s obligation to complete the transactions contemplated by the Asset Purchase Agreement are subject to
the satisfaction or waiver of, among others, the following conditions:
(a) The Company s representations and warranties in the Asset Purchase Agreement must be true and correct in
all respects, except where failure of such representations and warranties to be true and correct would not
have a material adverse effect;

(b) The Company has duly performed and complied in all material respects with all agreements, covenants and
conditions required by the Asset Purchase Agreement;

(c) The Company has delivered to Arthrex certain agreements, assignments, and consents as described in the
Asset Purchase Agreement; and

(d) Arthrex has received evidence of the Company s prepaid product liability insurance in the amount of at least
$5 million in the aggregate for the three-year period following closing subject to the terms of the Asset
Purchase Agreement.

The Company s obligations to complete the transactions contemplated by the Asset Purchase Agreement are
subject to the satisfaction or waiver of, among others, the following conditions:
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(a) Arthrex srepresentations and warranties in the Asset Purchase Agreement are true and correct in all respects,
except where failure of such representations and warranties to be true and correct would not have a material
adverse effect;

(b) Arthrex has duly performed and complied in all material respects with all agreements, covenants and
conditions required by the Asset Purchase Agreement;

(c) Arthrex has delivered to the Company cash consideration minus the deposit and minus the escrow amount
pursuant to the Asset Purchase Agreement, and to the escrow agent the escrow amount pursuant to the
Escrow Agreement; and

(d) Arthrex has delivered to the Company certain agreements, assignments, and consents as described in the
Asset Purchase Agreement; and

This Information Statement is being sent to you on or about , 2011. We currently expect that the
transactions contemplated by the Asset Purchase Agreement will close on or after , 2011, which is 20
calendar days following the mailing date of this Information Statement.

Termination

The Asset Purchase Agreement and the transactions contemplated thereby may be terminated at any time prior

to closing:

The mutual written agreement of the Company and Arthrex;

by Arthrex, at its option, if there has been a material breach, inaccuracy in or failure to perform any of the
representations, warranties, covenants, or agreements made by the Company that would give rise to the
failure of any of the closing conditions specified in the Asset Purchase Agreement and such breach,
inaccuracy or failure is incapable of being cured by the Company within 90 days following the execution of
the Asset Purchase Agreement;

by Arthrex, at its option, if any of the closing conditions precedent to its obligations have not been fulfilled
or waived within 90 days following the execution of the Asset Purchase Agreement (unless such failure shall
be due to the failure of Arthrex to perform or comply with its obligations);

by the Company, as its option, if there has been a material breach, inaccuracy in or failure to perform any of
the representations, warranties, covenants, or agreements made by Arthrex that would give rise to the failure
of any of the closing conditions specified in the Asset Purchase Agreement and such breach, inaccuracy or
failure is incapable of being cured by Arthrex within 90 days following the execution of the Asset Purchase
Agreement;

by the Company, at its option, if any of the closing conditions precedent to its obligations have not been
fulfilled or waived within 90 days following the execution of the Asset Purchase Agreement (unless such
failure shall be due to the failure of the Company to comply with its obligations);

by Arthrex or the Company, if there shall be any law that makes consummation of the transactions
contemplated by the Asset Purchase Agreement illegal or prohibited, or any governmental authority shall
have issued a final, nonappealable order restraining or enjoining such transactions.

In the event of the termination of the Asset Purchase Agreement, there will be no liability on the part of Arthrex
or the Company except (a) the availability of specific performance, under certain circumstances, and (b) liability for
any breach of any provision thereof arising prior to such termination. In the event this Agreement is terminated other
than as a result of a material breach by Arthrex, the deposit shall be refunded to Arthrex in full. In
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the event of a termination of this Agreement as a result of a material breach by Arthrex, the deposit shall be forfeited
to and retained by the Company; provided that such forfeiture shall not limit the Company s remedies for damages.
Notwithstanding the foregoing, neither Arthrex nor the Company shall be entitled to recover any monetary damages in
respect of any breach of the Asset Purchase Agreement prior to termination in excess of $750,000.

Indemnification

The Company has agreed to defend, indemnify and hold harmless Arthrex and its affiliates, successors and
assigns from and against any and all losses, damages, costs, expenses, suits, actions, claims, deficiencies, liabilities or
obligations related to, caused by or arising from any Excluded Liabilities or certain Taxes, as such terms are defined in
the Asset Purchase Agreement. The funds held in escrow pursuant to the Escrow Agreement may be used to
indemnify Arthrex. The Asset Purchase Agreement provides that there is no post-closing survival of representations
and warranties of any party, and therefore there is no indemnification for breaches thereof.

Opinion of Inverness Advisors

On October 31, 2010, Cardo Medical, Inc. engaged Inverness Advisors, a division of KEMA Partners LLC
( Inverness ) to provide it with financial advisory services and a fairness opinion in connection with a possible merger,
sale or other strategic business combination. On January 24, 2011, Inverness rendered its oral opinion to our Board of
Directors and subsequently confirmed in writing, that, as of that date, and based upon and subject to the various
considerations, assumptions and limitations set forth in its opinion, the Consideration (as defined below) to be
received by Cardo and its affiliate Cardo Medical, LLC (collectively with Cardo, Sellers ) in the Transaction was fair,
from a financial point of view, to Cardo. As used in this information statement and in the opinion, the term

Consideration means the assumption by Arthrex of the Assumed Liabilities (as defined in the asset purchase
agreement), the payment of the Royalty (as defined in the asset purchase agreement) by Arthrex to Cardo and the
payment of cash proceeds equal to the sum of U.S. $9,960,000 plus the Closing Asset Value (as defined in the asset
purchase agreement) by Arthrex to Sellers, subject to adjustment as provided for in the asset purchase agreement.

The full text of the written opinion of Inverness, dated as of January 24, 2011, is attached to this
information statement as Annex C. The opinion sets forth, among other things, the assumptions made,
procedures followed, matters considered and limitations on the scope of the review undertaken by Inverness in
rendering its opinion. We encourage you to read the entire opinion carefully. Inverness s opinion was directed
to Cardo s Board of Directors and addressed only the fairness, from a financial point of view, of the
Consideration pursuant to the Transaction to Cardo as of the date of the opinion. It did not address any other
aspects of the Transaction and does not constitute a recommendation to the Board of Directors of Cardo or any
other person as to any matter relating to the asset purchase agreement or the Transaction. The summary of the
opinion of Inverness set forth in this information statement is qualified in its entirety by reference to the full
text of the opinion. Inverness has consented to the inclusion in this information statement of its written opinion,
dated January 24, 2011, delivered to Cardo s Board of Directors and the summary of its written opinion.

In connection with rendering its opinion, Inverness, among other things:

reviewed a draft of the asset purchase agreement dated January 21, 2011, including the financial terms and
conditions set forth therein;

reviewed Cardo s audited financial results for the fiscal year ended December 31, 2009, Cardo s unaudited
financial statements for the nine months ended September 30, 2010 and a preliminary draft of Cardo s
unaudited statement of operations for the quarter ended December 31, 2010;

reviewed certain other business, operating and financial data of Cardo and the reconstructive division of
Sellers (the Division ), prepared and furnished to Inverness by Cardo s
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management, including certain financial forecasts, projections and analyses for the Division prepared and
furnished to Inverness by Cardo s management for the fiscal years ending December 31, 2010 through 2013
(the Forecasts );

held discussions with the senior management team of Cardo concerning the business, past and current
operations, financial condition and future prospects of the Division, the effects of the Transaction on the
financial condition and future prospects of Cardo, and certain other matters Inverness believed necessary or
appropriate to Inverness s inquiry;

compared the financial performance of the Division with that of certain other companies whose securities are
traded in public markets that Inverness deemed relevant;

compared the financial terms of the Transaction with the financial terms, to the extent publicly available, of
other transactions that Inverness deemed relevant;

reviewed Cardo s annual report on Form 10-K for the fiscal year ended December 31, 2009, and Cardo s
quarterly report on Form 10-Q for the fiscal quarter ended September 30, 2010;

reviewed certain other publicly available business, operating and financial information of Cardo and the
Division; and

made such other studies and inquiries, and reviewed such other data, and considered such other factors as
Inverness deemed, in its sole judgment, to be necessary, appropriate or relevant.

In arriving at its opinion, Inverness assumed and relied upon the accuracy and completeness of all financial and
other information supplied or otherwise made available to it by Cardo and all publicly-available financial and other
information regarding Cardo and its affiliates reviewed by Inverness, and did not independently verify any such
information or assume any responsibility or liability therefor. With regard to all of the foregoing information,
Inverness relied upon the assurances of the senior management team of Cardo that all such information was complete
and accurate in all material respects and that they were unaware of any facts or circumstances that would make such
information incomplete or misleading in any material respect. Except as set forth in the opinion, and without limiting
any of the various considerations, assumptions and limitations set forth therein, Cardo imposed no other instructions
or limitations on Inverness with respect to the investigations made or the procedures followed by it in rendering its
opinion.

Inverness was not requested to conduct and did not conduct a physical inspection of the properties or facilities
of Cardo, nor did Inverness conduct any valuation or appraisal of any of the Purchased Assets (as defined in the asset
purchase agreement) or any other assets or liabilities of Sellers, nor were any such valuations or appraisals provided to
Inverness. Inverness did not evaluate the solvency of either Seller under any state, federal or other laws relating to
bankruptcy, insolvency or similar matters, and did not undertake independent analysis of any pending or threatened
litigation, regulatory action, possible unasserted claims or other contingent liabilities, to which Sellers or any of their
affiliates is a party or may be subject, and at the direction of Cardo and with its consent, Inverness s opinion made no
assumption concerning, and therefore did not consider, the possible assertion of claims, outcomes or damages arising
out of any such matters.

With respect to the Forecasts provided to Inverness by Cardo, Inverness, with Cardo s consent, assumed that
such Forecasts were prepared in good faith on reasonable bases reflecting management s then-current best estimates
and judgments of the Division s future financial performance were it not to be sold to Arthrex. Inverness also assumed,
with Cardo s consent, that the financial results reflected in such Forecasts would be realized in the amounts and at the
times projected, and Inverness expressed no view as to such forecasts or the assumptions on which they were based.
Inverness was also informed by the senior management team of Cardo that the ability to realize such results would
require Cardo to raise additional financing in an amount that exceeds the amount of financing readily available to
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without limiting the foregoing, Inverness, with Cardo s consent, assumed, without independent verification, that the
historical and projected financial information provided by Cardo accurately reflected the historical and projected
operations of Cardo and the Division, and that there had been no material change in the assets, financial condition,
business or prospects of Cardo or the Division since the respective dates of the most recent financial statements made
available to Inverness.

Inverness made no independent investigation of any legal matters involving Sellers or Arthrex, and has assumed
the correctness of all statements with respect to legal matters made or otherwise provided to Cardo and Inverness by
Cardo s counsel or by Arthrex s counsel.

The opinion did not constitute a recommendation to our Board of Directors or any other person with respect to
the Transaction, and did not address the relative merits of the Transaction over any other alternative transactions
which may have been available to Cardo. Inverness expressed no opinion as to the underlying business decision of
Cardo to effect the Transaction, the structure, or accounting treatment or taxation consequences of the Transaction or
the availability or the advisability of any alternatives to the Transaction. Inverness expressed no opinion with respect
to any other reasons, legal, business, or otherwise, that may have supported the decision of the Board of Directors of
Cardo to approve or cause Cardo to enter into the asset purchase agreement or consummate the Transaction. No
opinion was expressed with respect to the fairness (financial or otherwise) of the amount, nature or any other aspect of
any compensation payable to any of the officers, directors or employees of Cardo, or class of such persons, whether
independently or relative to the Consideration, including whether such compensation is reasonable in the context of
the Transaction, and Inverness also expressed no opinion as to the price at which the common stock of Cardo would
trade upon announcement of the Transaction or at any future time. Inverness made no independent investigation of
any legal, accounting or tax matters affecting Cardo, and assumed the correctness of all legal, accounting and tax
advice given to Cardo and its board of directors. The opinion did not address the fairness of any specific portion of the
Consideration or any other particular component of the Transaction, did not address the fairness of the allocation of
the Consideration between Sellers, and did not address the fairness to the stockholders of Cardo of the portion of the
Consideration that may ultimately become distributable to such stockholders following consummation of the
Transaction.

Inverness s opinion was based on market, economic, financial and other circumstances and conditions as they
existed as of January 24, 2011. Inverness s opinion can be evaluated only as of January 24, 2011, and any material
change in such circumstances and conditions would require a reevaluation of its opinion, which Inverness is under no
obligation to undertake. Inverness assumed no responsibility to update or revise its opinion based upon events or
circumstances occurring after the date thereof.

The following is a brief summary of the material financial analyses performed by Inverness in connection with
the preparation of its opinion. The various analyses summarized below were based on market data as it existed on or
before January 21, 2011, and is not necessarily indicative of current market conditions. Inverness conducted three
primary analyses, as described below, in connection with arriving at its opinion, including Selected Public Companies
Analysis, Selected Precedent Transactions Analysis and Discounted Cash Flow Analysis. Although each financial
analysis was provided to the Board of Directors of Cardo in connection with arriving at its opinion, Inverness
considered all of its analyses as a whole and did not attribute any particular weight to any analysis described below.
These summaries of financial analyses include information presented in tabular format. To fully understand the
financial analyses used by Inverness, the tables must be read together with the text of each summary. The tables alone
do not constitute a complete description of the financial analyses.

Principal Assumptions Related to Consideration to be Received by Cardo for the Division.

Cardo s senior management does not as a matter of course make public projections as to future performance and
is especially wary of making projections for extended periods due to the unpredictability of the underlying
assumptions and estimates. Certain of Inverness s analyses were based on our estimates for three cases:

one which assumed that we would receive zero value from the Royalty (the No Royalty Case );
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one which assumed that the net present value of the Royalty was approximately $12.0 million (the
Management Case ); and

one which assumed that the net present value of the Royalty was approximately $5.5 million (the Adjusted
Management Case ).

Inverness discounted the value of the projected cash flows received from the Royalty, less $250,000 in assumed
annual administrative expenses, by a discount rate of 17.5% per annum, which discount rate was selected based upon
a weighted average cost of capital analysis for Cardo and other selected public companies with similar operating
profiles plus a small cap premium. The Management Case reflected 20 years of projected cash flows from the
Royalty, and the Adjusted Management Case reflected 10 years of projected cash flows from the Royalty.

In addition, Inverness assumed, with Cardo s consent, that the estimated Closing Asset Value, as defined in the
asset purchase agreement, totaled approximately $4.7 million. With respect to each of such analyses, Inverness noted
that the projected consideration to be received by Cardo in the Transaction is the sum of the cash proceeds of
approximately $10.0 million, plus the estimated Closing Asset Value of approximately $4.7 million plus the projected
net present value of the Royalty of $0, approximately $5.5 million and approximately $12.0 million in the No Royalty
Case, Adjusted Management Case and Management Case, respectively.

With respect to each of such analyses, Inverness noted that the projected consideration to be received by Cardo
in the Transaction was approximately $14.7 million, $20.2 million and $26.7 million in the No Royalty Case,
Adjusted Management Case and Management Case, respectively, and compared such expected consideration to the
implied enterprise values derived from each such analysis.

Selected Public Companies Analysis.

Inverness, using publicly available information, compared certain historical and projected financial and
operating information of a group of selected orthopedic companies deemed to be relevant to analyzing the historical
and projected financial and operating information of Cardo s Division. The companies used in this comparison
included the following companies:

Alphatec Holdings, Inc.

ArthroCare Corporation

Exactech Inc.

Integra LifeSciences Holdings Corporation
NuVasive, Inc.

Orthofix International NV

Symmetry Medical, Inc.

Wright Medical Group Inc.

For purposes of this analysis, Inverness analyzed the following statistics of each of these companies for
comparison purposes:

the ratio of enterprise value, defined as market capitalization plus total debt less cash and cash equivalents,
to last twelve months ( LTM ) revenue;

the ratio of enterprise value to estimated calendar year ( CY ) 2010 revenue; and

the ratio of enterprise value to estimated CY 2011 revenue.

Based on the analysis of the relevant metrics for each of the selected public companies, Inverness selected a
representative range, comprised of the value calculated from the first quartile to the third quartile, of financial
multiples of the selected public companies and applied this range of multiples to the relevant financial statistic of
Cardo s Division. Estimated financial data of the selected publicly traded companies were based on consensus
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estimates reported by Capital 1Q, a business of Standard & Poor s, calculated as the mean of independent research
analyst estimates. Estimated financial data for Cardo s Division were based on management projections provided to
Inverness. Using this information, Inverness estimated the implied enterprise value of the business being sold in the
Transaction as follows:

All $ in thousands.

Cardo s

Division Implied

Ist 3rd Operating Enterprise Value  Implied Median

Enterprise Value to: Quartile Median Quartile  Statistic (1t 93 Quartile) Enterprise Value
LTM Revenues 1.2x 1.4x 2.3x $2,213 $2,740 - $5,086 $3,035
Estimated CY 2010 1.3x 1.3x 2.3x $2,213 $2,825 - $5,078 $2,937
Revenues
Estimated CY 2011 1.2x 1.2x 2.2x $5,860 $6,937 - $12,692 $7,134
Revenues

Inverness noted that the earnings before interest, taxes, depreciation and amortization, or EBITDA, for Cardo s
Division for LTM and estimated 2010 and 2011 were negative and, therefore, not meaningful in determining the
implied enterprise value for Cardo s Division relative to the selected public companies. Such analyses were therefore
not included. Inverness did not include every company that could be deemed to be a participant in the same industry
as Cardo s Division, or in any specific sectors of this industry. No company used in this analysis is identical or directly
comparable to Cardo s Division. Rather, this analysis involves complex considerations and judgments concerning
differences in financial and operating characteristics and other factors that could affect the public trading or other
values of the companies to which Cardo s Division was compared.

Selected Precedent Transactions Analysis.

Inverness also analyzed the Consideration to be payable in the Transaction as compared to the consideration
payable in other publicly-announced transactions. In connection with this analysis, Inverness reviewed the following
transactions involving target companies in the orthopedic industry that were announced since January 1, 2006 that it
deemed relevant.

Announcement Date  Name of Acquiror Name of Target

08/17/10 Medtronic, Inc. Osteotech, Inc.

12/17/09 Alphatec Holdings, Inc. Scient X Groupe

09/14/09 Integra LifeSciences Holdings Corporation Innovative Spinal Technologies, Inc.
04/22/09 Zimmer, Inc. Abbott Spine, Inc.

04/22/09 Integra LifeSciences Holdings Corporation Theken Spine, LLC

04/22/09 NuVasive, Inc. Cervitech, Inc.

07/27/07 Medtronic, Inc. Kyphon Inc.

03/12/07 Smith & Nephew plc Plus Orthopedics Holding AG
12/18/06 Investor Syndicate Biomet, Inc.

12/04/06 Kyphon Inc. St. Francis Medical Technologies, Inc.
08/07/06 Orthofix International N.V. Blackstone Medical, Inc.

07/11/06 Smith & Nephew plc OsteoBiologics, Inc.

The information analyzed by Inverness for the precedent transactions analysis included the ratios of enterprise
value to LTM revenue, and enterprise to estimated next twelve months ( NTM ) revenue. Inverness selected a
representative range of financial multiples of the precedent transactions, as shown in the following table, and applied
this range of multiples to the relevant financial statistic:
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All $ in thousands.
Implied
Cardo s Enterprise
Implied
Division Value Median
1st 3rd Operating st 9 Enterprise

Enterprise Value to: Quartile Median Quartile  Statistic Quartile) Value
LTM Revenues 3.0x 3.8x 5.1x $2,213 $ 6,644 - $11,319 $ 8,307
NTM Revenues 1.5x 3.3x 5.3x $5,860 $ 8,597 - $31,083 $ 19,136

Inverness noted that the projected EBITDA for Cardo s Division for LTM and NTM were negative and,
therefore, not meaningful in determining the implied enterprise value for Cardo s Division relative to the selected
precedent transactions. Such analyses were therefore not included.

Discounted Cash Flow Analysis.

Inverness used cash flow forecasts of Cardo s Division for fiscal years 2011 through 2013 provided by Cardo
management to perform a discounted cash flow analysis. In conducting this analysis, Inverness assumed that the
Division would perform in accordance with these forecasts. Inverness also assumed for purposes of this analysis,
based on the guidance of Cardo management, that Cardo s ability to continue as a going concern and achieve the
results reflected in the financial and operating forecasts was dependent on Cardo raising approximately $10 million in
the near future, and that Cardo s ability to raise such capital within the necessary time frame was unlikely. Inverness
first estimated the discounted value of the projected cash flows of the Division using discount rates ranging from
15.0% to 25.0% per annum, which range of discount rates was selected based upon a weighted average cost of capital
analysis for Cardo and other selected public companies with similar operating profiles plus a small cap premium.
Inverness then calculated a terminal value based on EBITDA exit multiples of 9.0x to 11.0x (based on the trading
multiples of selected public companies). These terminal values were then discounted to present value using discount
rates ranging from 15.0% to 25.0% per annum. This analysis indicated a range of enterprise values. Inverness also
assumed that if Cardo was able to raise the necessary additional capital to achieve management projections, the
existing shareholder base as of January 21, 2010 would be diluted by 21.9% in order to raise such capital at Cardo s
stock price as of January 21, 2010. Inverness accounted for such dilution when calculating the implied enterprise
value accruing to existing shareholders of $16.4 million to $28.1 million.

In connection with its opinion, Inverness performed a variety of financial and comparative analyses, of which
the analyses deemed most pertinent by Inverness are summarized above. The foregoing is not a comprehensive
description of all analyses undertaken by Inverness in connection with its opinion. The preparation of a fairness
opinion is a complex process and is not necessarily susceptible to a partial analysis or summary description. In
arriving at its opinion, Inverness considered the results of all of its analyses as a whole and did not attribute any
particular weight to any analysis or factor it considered, Inverness believes that selecting any portion of its analyses,
without considering all analyses as a whole, would create an incomplete view of the process underlying its analyses
and opinion. In addition, Inverness may have given various analyses and factors more or less weight than other
analyses and factors, and may have deemed various assumptions more or less probable than other assumptions. As a
result, the ranges of valuations resulting from any particular analysis described above should not be taken to be
Inverness s view of the actual value of Cardo s Division. In performing its analyses, Cardo made numerous
assumptions with respect to industry performance, general business and economic conditions and other matters. Many
of these assumptions are beyond the control of Cardo. Any estimates contained in Inverness s analyses are not
necessarily indicative of future results or actual values, which may be significantly more or less favorable than those
suggested by such estimates. Accordingly, the estimates used in, and the ranges of valuations resulting from, any
particular analysis described above are inherently subject to substantial uncertainty and should not be taken to be
Inverness s view of the actual value of the Division.

32

Table of Contents 44



Edgar Filing: Cardo Medical, Inc. - Form PRER14C

Table of Contents

The Consideration was determined through arm s-length negotiations between Cardo and Arthrex and was
approved by Cardo s Board of Directors. Inverness provided advice to Cardo during these negotiations. Inverness did
not, however, recommend any specific Consideration to Cardo or that any Consideration constituted the only
appropriate consideration for the Transaction.

Inverness s opinion and its presentation to Cardo s Board of Directors was one of many factors taken into
consideration by Cardo s Board of Directors in deciding to adopt and declare advisable the Transaction and to
determine that the Transaction was in the best interests of Cardo. Consequently, the analyses as described above
should not be viewed as determinative of the opinion of Cardo s Board of Directors with respect to the Consideration
or of whether Cardo s Board of Directors would have been willing to agree to a different Consideration.

Inverness, as part of its investment banking services, is regularly engaged in the valuation of businesses and
securities in connection with mergers, acquisitions, private placements and valuations for corporate and other
purposes. In selecting Inverness as Cardo s financial advisor in connection with the asset sale, Cardo considered
Inverness qualifications, reputation and experience in the valuation of businesses, assets and securities in connection
with mergers and acquisitions and strategic transactions generally. Inverness and its affiliates in the ordinary course of
business provides and in the future may continue to provide investment banking or financial advisory services to
Cardo and may receive fees for the rendering of such services. However, other than in connection with the
Transaction, Inverness has not provided services to Cardo in the past and there is no agreement in place with respect
to Inverness providing any services to Cardo in the future.

In addition, in the ordinary course of its businesses, Inverness and its affiliates may actively trade the debt and
equity securities of Cardo or Arthrex for its own account or for the accounts of its customers and, accordingly, may at
any time hold long or short positions in such securities.

Inverness has been engaged by Cardo as its financial advisor pursuant to the engagement and indemnity
agreement dated October 31, 2010, by and between Inverness and Cardo (the Inverness Engagement Letter ). In
connection with the Transaction, Inverness will receive a fee for the rendering of the opinion and certain additional
fees for its services in connection with the Transaction. Cardo has agreed to pay Inverness an aggregate fee of
$400,000, a substantial portion of which is payable at closing, and Inverness is entitled to additional payments of up to
5% of the royalty payments received by us. In addition, Cardo has agreed to indemnify Inverness against and
exculpate Inverness from certain liabilities that may arise out of Inverness s engagement, all as more fully described in
the Inverness Engagement Letter.

Dissenters Rights

In accordance with the Delaware General Corporation Law, our stockholders do not have dissenters or appraisal
rights in connection with the Asset Sale or Name Change.
Certain Federal Income Tax Consequences

The Asset Sale will be treated by the Company as a taxable transaction for federal income tax purposes. It is
anticipated that any gain resulting from the Asset Sale will be offset against the Company s net operating loss
carryforwards. However, utilization of these carryforwards generates an alternative minimum tax for federal income
tax purposes. At this time, we are unable to determine the alternative tax liability generated due to the utilization of

these carryforwards.
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Accounting Treatment

Upon completion of the Asset Sale, we will remove from our consolidated balance sheet all of the assets of our
Reconstructive Division sold to Arthrex and will reflect therein the effect of the receipt and the use of the proceeds of
the Asset Sale. We will record a gain on the sale of assets to Arthrex equal to the difference between the purchase
price received and the book value of the assets sold in our consolidated statement of operations.
Government Approval

Except for compliance with the applicable regulations of the Securities and Exchange Commission in
connection with this Information Statement and of the Delaware General Corporation Law in connection with the
Asset Sale and the Name Change, we are not required to comply with any federal or state regulatory requirements, and
no federal or state regulatory approvals are required in connection with the Asset Sale or the Name Change.
Voting Securities and Principal Holders Thereof

As of January 24, 2011, there were outstanding 230,293,141 shares of Common Stock.

The following table sets forth as of January 24, 2011, certain information with respect to the beneficial
ownership by (i) each director, (ii) each named executive officer, (iii) all directors and executive officers as a group,
and (iv) each stockholder identified as beneficially owning greater than 5% of our Common Stock. Except as
otherwise indicated below, each person named in the tables has sole voting and investment power with respect to all
shares of common stock beneficially owned by that person, except to the extent that authority is shared by spouses
under applicable law. To our knowledge, none of the shares reported below are pledged as security.
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Amount and Nature

of
Beneficial

Percent of
Directors and Officers Ownership® Class
Andrew A. Brooks, M.D. 61,913,189 26.88%
Michael Kvitnitsky 28,996,654 12.59%
Stephen Liu, M.D. 2,800,000 1.22%
Thomas H. Morgan 7,871,616 3.42%
Ronald N. Richards, Esq. 683,205 *
Derrick Romine 865,941 *
Steven D. Rubin 118,822 *
Subbarao Uppaluri, Ph.D. 412,592 *
All directors and executive officers as a group (8 persons) 103,662,019 44.01%

*  Indicates ownership of less than 1%.

() Includes currently exercisable options to purchase shares of common stock held by the directors and executive
officers as follows: Dr. Brooks 90,000; Mr. Kvitnitsky ~ 80,000; Mr. Morgan  16,000; Mr. Richards  16,000;
Mr. Romine  188,000; Mr. Rubin 16,000 and Mr. Uppaluri  16,000.

(@) Represents the following: (1) 200,000 shares held by Dr. Liu s spouse and mother-in-law as joint tenants,
(2) 2,000,000 shares held by Portal Venture LLC and (3) 600,000 shares held by PacRim Capital Partners, LLC.
Dr. Liu owns 35% of Portal Venture LLC and PacRim Capital Partners, LL.C, and is a director of PacRim Capital
Partners, LLC. Dr. Liu disclaims beneficial ownership of these securities, except to the extent of any pecuniary
interest in such securities.

Number and

Nature
of Beneficial
Percent of
5% or More Stockholders () Ownership Class
Frost Gamma Investments Trust @ 33,249.411 14.44%

(1 Based on information in separate Schedule 13Ds dated September 8, 2008, Andrew A. Brooks, M.D. and Michael
Kvitnitsky also are 5% or more stockholders. The business address of Andrew A. Brooks and Michael Kvitnitsky
is 7625 Hayvenhurst Avenue, Suite 49, Van Nuys, California 91406.

(2  Based on information in Amendment No. 2 to Schedule 13D dated December 8, 2009, Frost Gamma Investments
Trust holds 33,250,911 shares of common stock. The business address of Frost Gamma Investments Trust is 4400
Biscayne Boulevard, Suite 1500, Miami, Florida 33137. Phillip Frost, M.D. is the trustee and Frost Gamma
Limited Partnership is the sole and exclusive beneficiary of Frost Gamma Investments Trust.

Interests of the Continuing Stockholders

Following the Asset Sale, the current stockholders of the Company will continue to own 100% of the
outstanding common stock of the Company.

Householding Of Materials
We are sending only one copy of the enclosed Information Statement to those households in which multiple

stockholders share the same address, unless we have received instructions otherwise. If you are a stockholder of ours,
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who shares the same address as other stockholders of ours, and would like to receive a separate copy of the
Information Statement, please send a written request to the attention of the Secretary of Cardo Medical, Inc., 7625
Hayvenhurst Avenue, Suite 49, Van Nuys, California 91406, or contact Michael Kvitnitsky at (973) 777-
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8832 extension 302, and we will promptly deliver a separate copy of the Information Statement. If you share the same
address as multiple stockholders and would like us to send only one copy of future proxy statements, information
statements and annual reports, please contact us at the address or telephone number listed above.
Where You Can Find Additional Information

We file annual, quarterly and current reports, proxy and information statements and other information with the
Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended. You may read and
copy this information at the Public Reference Section at the Securities and Exchange Commission at 450 Fifth Street,
NW, Judiciary Plaza, Washington, DC 20549. You may obtain information on the operation of the Public Reference
Room by calling the SEC at 1-800-732-0330. The SEC maintains an Internet site that contains reports, proxy and
information statements, and other information about issuers that file electronically with the SEC. The address of that
site is http://www.sec.gov. Our public filings are also available to the public from commercial document retrieval
services.
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Annex A
Execution Copy
ASSET PURCHASE AGREEMENT
This ASSET PURCHASE AGREEMENT (_Agreement ) is entered into as of January 24, 2011, by and among
Cardo Medical, Inc., a Delaware corporation (_Cardo Medical ), Cardo Medical, LL.C, a Delaware limited liability
company (together with Cardo Medical, _Sellers and each a_Seller ) and Arthrex, Inc., a Delaware corporation ( Buyer )
RECITALS
Sellers own and operate an orthopedic medical device company specializing designing, developing and marketing
reconstructive joint devices (as such business is conducted by Sellers as of the date hereof, the _Business ). Buyer
desires to purchase and Sellers desire to sell the Purchased Assets (as hereinafter defined), on the terms and subject to
the conditions set forth in this Agreement. Capitalized terms used herein without definition have the meanings set
forth in Exhibit A. In consideration of the mutual representations and agreements herein, the parties hereto agree as
follows:

TERMS OF AGREEMENT
ARTICLE 1
PURCHASE AND SALE OF ASSETS; ASSUMPTION OF LIABILITIES

1.1 Purchased Assets. At the Closing, each Seller agrees to sell, convey, transfer, assign and deliver to Buyer, on
the terms and subject to the conditions set forth in this Agreement, all right, title and interest in and to the Purchased
Assets, free and clear of all Liens, except for Permitted Liens.

1.2 Excluded Assets. Notwithstanding anything to the contrary set forth in Section 1.1 or elsewhere herein, the
Purchased Assets shall exclude all Excluded Assets.

1.3 Asset Transfer.

(a) At the Closing, the Sellers shall transfer all right, title and interest in and to all of the Purchased Assets to
Buyer, and Sellers shall deliver to Buyer possession of all of the Purchased Assets. Sellers shall further deliver to
Buyer proper assignments, conveyances and bills of sale sufficient to convey to Buyer good and valid title to all the
Purchased Assets free and clear of all Liens, except for Permitted Liens, as well as such other instruments of
conveyance necessary to effect or evidence the transfers contemplated hereby.

(b) To the extent that any of the Purchased Assets or any claim, right or benefit arising under or resulting from
such Purchased Assets (collectively, the _Rights ) is not capable of being transferred without the approval, consent or
waiver of any third person, or if the transfer of a Right would constitute a breach of any obligation under, or violation
of, any applicable Law unless the approval, consent or waiver of such third person is obtained, then, except as
expressly otherwise provided in this Agreement and without limiting the rights and remedies of Buyer contained
elsewhere in this Agreement, this Agreement shall not constitute an agreement to transfer such Right unless and until
such approval, consent or waiver has been obtained. After the Closing Date and until all such Rights are transferred to
Buyer, each Seller
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shall use their commercially reasonable efforts to: assist Buyer in obtaining such approvals, consents and waivers with
respect to all Rights not so transferred; maintain such Seller s existence and hold the Rights in trust for Buyer; comply
with the terms and provisions of the Rights as agent for Buyer for Buyer s benefit; cooperate with Buyer in any
commercially reasonable and lawful arrangements designed to provide the benefits of such Rights solely and
exclusively to Buyer; and not waive, alter or amend any obligations of third parties with respect to such Rights not so
transferred, whether expressly or impliedly without the written consent of Buyer.

(c) From and after the date hereof until the Closing, Buyer shall have the right, in its sole discretion, to
designate additional Contracts as Purchased Assets, excluding Contracts that are Spinal Assets or used exclusively in
either Seller s business related to the Spinal Assets. Upon such designation, Schedule 1.2(i) shall be updated
accordingly.

1.4 Assumed Liabilities. At the Closing, Buyer agrees to assume, pay, discharge and perform when required and
lawfully due, only the Assumed Liabilities.

1.5 Excluded Liabilities. Notwithstanding anything to the contrary set forth in this Agreement, the parties
expressly agree that Buyer shall not assume or otherwise become liable for any Excluded Liabilities. Each of the
Sellers, jointly and severally, shall defend, indemnify and hold harmless Buyer, its Affiliates and successors and
assigns (each, an _Indemnified Party ), from and against any and all losses, damages, costs, expenses (including court
costs, amounts paid in settlement, judgments, reasonable attorneys fees or other expenses for investigating and
defending), suits, actions, claims, deficiencies, liabilities or obligations (_Losses ) related to, caused by or arising from
any of the Excluded Liabilities. Any such indemnification shall be subject to the procedures set forth in Section 10.13,
notwithstanding anything to the contrary set forth herein. The fact that a particular matter or circumstance does or
does not, or may or may not, constitute a breach by the Sellers of their representations and warranties set forth in this
Agreement shall not have any relevance to the determination of whether any liability or obligation related thereto is,
or is not, an Excluded Liability. Furthermore, disclosure of a liability or potential liability to Buyer in the Disclosure
Schedules hereto or otherwise shall not have any relevance to the determination of whether any liability or obligation
is, or is not, an Excluded Liability. Notwithstanding the foregoing but subject to Section 10.13(c), in the event Buyer
determines that it is reasonably necessary to satisfy an Excluded Liability in order to obtain products or services from
any supplier to the Business, Buyer shall have the right, after reasonable consultation with Sellers, to satisfy such
Excluded Liability without prejudice to its rights under this Section 1.5.

ARTICLE I
PURCHASE PRICE

2.1 Purchase Price. The consideration for the Purchased Assets being acquired by Buyer hereunder shall be (i) the
assumption by Buyer of Assumed Liabilities, (ii) the payment of the Royalty (as hereafter defined) to Cardo Medical
and (iii) the Cash Consideration, payable to Cardo Medical on behalf of both Sellers, subject to adjustment pursuant to
Section 2.5 (collectively, _Purchase Price ). For purposes of this Agreement, the Cash Consideration shall mean (i) Nine
Million Nine Hundred Sixty Thousand Dollars ($9,960,000) plus (ii) the Closing

2
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Asset Value. As of the date hereof, Buyer shall deliver to Seller a $250,000 deposit to be credited against the Cash
Consideration at Closing (the _Deposit ).
2.2 Royalty.

(a) As partial consideration for the purchase of the Purchased Assets hereunder, Buyer shall pay Cardo Medical
an amount (the _Royalty ) equal to 5 percent (5%) of Net Sales of (i) the products identified on Schedule 2.2 hereof and
(i1) any successor products thereto or any improvements, alterations or derivations thereof, in each case of any such
successor products, improvements, alterations or derivations that (A) utilize any patents, patent applications, or
provisional patents included in the Purchased Assets or (B) utilize, to a material extent, any inventions, trade secrets,
or other confidential or proprietary information, including design drawings or product descriptions (whether or not
such drawings, descriptions or information remain confidential or proprietary following the Closing) (but not solely
trademarks or trade names) included in the Purchased Assets (collectively, the _Subject Products ), in cash on a
quarterly basis, for a period up to and including the 20t anniversary of the Closing (the _Royalty Term ).
Notwithstanding the foregoing, the Subject Products shall not include any products developed by or on behalf of
Buyer without use of any of the Purchased Assets. Such quarterly royalty payments shall be due forty-five (45) days
following the end of each calendar quarter or the end of the Term, as applicable. As used herein, _Net Sales means the
consolidated net sales of Buyer and its subsidiaries (including any licensing fees and/or royalties) attributable to the
Subject Products less commissions, returns, customer allowances and rebates, collection losses and customer
discounts attributable to the Subject Products, in each case determined in accordance with GAAP applied on a
consistent basis. Buyer shall provide reasonable documentation supporting the calculation of the Royalty hereunder,
including a quarterly report providing reasonable detail of Net Sales and the calculation of the Royalty for such
quarter that shall accompany each payment hereunder. Upon at least five (5) days prior written notice, Buyer shall also
grant Cardo Medical reasonable access to its books and records to verify such calculation subject to a customary
confidentiality agreement. In the event of a sale, transfer or other disposition, directly or indirectly (including by
merger, asset sale, equity sale, consolidation, reorganization or otherwise) by Buyer of the right to sell or manufacture
any of the Subject Products to a third party purchaser (an _Asset Purchaser ) in one transaction or series of related
transactions (an _Asset Sale Transaction ), Buyer (or such successor or assign) shall cause any such Asset Purchaser to
assume the obligations of Buyer (or such successor or assign) set forth in this Section 2.2 with respect to the Subject
Products (or rights relating thereto) directly or indirectly transferred in connection with such Asset Sale Transaction
(which shall include all Subject Products in the event of an Asset Sale Transaction that is a merger of Buyer or a sale
of a controlling interest in its equity). Buyer shall provide Sellers with at least ten (10) days written notice of any
Asset Sale Transaction.

(b) Buyer shall have a right to set-off against the payment of the Royalty due to Cardo Medical hereunder solely
to the extent of any and all out-of-pocket costs and expenses (including amounts paid in settlement and reasonable
attorneys fees and expenses) incurred in good faith after consultation with counsel and paid by Buyer, arising out of
claims by unaffiliated third parties alleging infringement of intellectual property rights, including, without limitation,
patents, trade secrets, copyrights, or other intellectual property rights, by any Subject Product to the extent based on
Intangible Property contained in the Purchased Assets

3
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(_Infringement Claims ). In no event shall Buyer have any other right of set-off against any amounts due to any Seller or
its Affiliates hereunder. Neither the exercise nor the failure to exercise such right of set off will constitute an election
of remedies or limit Buyer in any manner in the enforcement of any other remedies that may be available to it
pursuant to Section 1.5 hereof. If it is ultimately determined that such amounts were not due to Buyer, then any
Royalty to which Buyer exercised its right of set-off under this Section 2.2 shall be paid to Cardo Medical and shall
bear interest from (i) the date such Royalty was payable pursuant to this Section 2.2 until (ii) the date on which such
Royalty is paid by Buyer to Cardo Medical, at a rate equal to 8% per annum.
(c) Until such time as the Royalty has achieved a Net Present Value of $3,000,000, Buyer agrees to use

commercially reasonable efforts to promote the sale of Subject Products during the Royalty Term; provided that

commercially reasonable efforts shall mean efforts and resources consistent with those used by Buyer and its
subsidiaries in promoting their other products of a similar stage of product life and of similar market potential, taking
into account the competitiveness of the Subject Products and alternative products, the profitability of the Subject
Products and alternative products, and other factors deemed relevant by Buyer in exercising its business judgment.
Sellers understand and acknowledge that control of all business decisions concerning the Business and the Subject
Products (including, without limitation, sales and marketing, capital expenditures, product pricing, employee hiring
and retention, subcontracting authority, facilities and employee management and acquisitions or dispositions of assets
(and the timing thereof)), from and after the Closing Date shall be the absolute right of the Buyer, and that Buyer may
operate its business and the business of its subsidiaries (including Buyer) in the manner it deems appropriate in its sole
discretion. In no event shall Sellers have any claim regarding Buyer s failure to use commercially reasonable efforts if
the Royalty has achieved a Net Present Value of $3,000,000. For purposes of this Agreement, _Net Present Value
means the aggregate present value of the Royalty payments received, with each payment discounted from the date of
payment to the Closing Date using a discount rate of 8% per annum.

2.3 Allocation of Purchase Price; Tax Treatment. The Purchase Price will be allocated among the Sellers and
among the Purchased Assets consistent with the allocation set forth on a schedule to be mutually agreed upon by the
parties hereto prior to the Closing (the _Allocation Schedule ). The Allocation Schedule shall be reasonable and shall be
prepared in accordance with Section 1060 of the Code and the regulations thereunder. Buyer and Sellers each agree to
file Internal Revenue Service Form 8594, and all federal, state, local and foreign Tax Returns, in accordance with the
Allocation Schedule; and in that event, Buyer and Sellers each agree to provide the other promptly with any other
information reasonably required to complete Form 8594. The parties hereto intend that the transaction contemplated
hereby be treated for tax purposes as taxable under Section 1001 of the Code.

2.4 Escrow Account. At the Closing, Buyer shall withhold Nine Hundred Thousand Dollars ($900,000) (the

Escrow Amount ) from the Purchase Price and shall deposit the Escrow Amount for a period of 12 months pursuant to
the Escrow Agreement in the form attached hereto as Exhibit B (the _Escrow Agreement ). The funds held pursuant to
the Escrow Agreement shall be available (a) to fund the amount of any adjustment pursuant to Section 2.5(c)
hereunder and (b) to indemnify Buyer pursuant to Section 1.5 or Section 6.3.
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2.5 Adjustment of Purchase Price.
(a) Estimated Closing Asset Value Statement. At least two (2) Business Days prior to the Closing Date, the

Sellers and Buyer shall agree upon a written statement (the _Estimated Closing Asset Value Statement ) setting forth in
reasonable detail its good faith estimate of (i) the Closing Asset Value as of the Closing (the _Estimated Closing Asset
Value ) and (i1) based on such amount, the estimated Cash Consideration_(_ Estimated Cash Consideration ). The
Estimated Closing Asset Value Statement will be prepared in accordance with GAAP (with respect to each item
included within Closing Asset Value). With respect to Property, Plant and Equipment, Sellers and Buyer have agreed
that the Closing Asset Value will be the net book value of such assets as of the Closing, prepared in accordance with
GAAP. With respect to Inventory, Sellers and Buyer have agreed that the Closing Asset Value will be the gross cost
value of the saleable and non-obsolete finished goods inventory, work in process and packaging material of the
Business as of the Closing, without inclusion of a reserve for slow moving inventory.

(b) Closing Asset Value Statement. Within sixty (60) days after the Closing Date, Buyer will prepare or cause to
be prepared, and will provide to Sellers, a written statement (the _Closing Asset Value Statement ) setting forth in
reasonable detail its determination of the Closing Asset Value as of the Closing. The Closing Asset Value Statement
will be prepared in accordance with GAAP (with respect to each item included within Closing Asset Value), and shall
be consistent with the methodology used in the calculation of the Estimated Cash Consideration.

(c) Dispute Notice. The Closing Asset Value Statement (and the calculation of the Closing Asset Value
contained therein) will be final, conclusive and binding on the parties unless Sellers provides a written notice (a

Dispute Notice ) to Buyer no later than thirty (30) days after delivery of the Closing Asset Value Statement setting
forth in reasonable detail (i) any item Sellers dispute on the Closing Asset Value Statement (each, a _Disputed Item )
and (ii) the correct amount of such item in accordance with GAAP. Any item or amount to which no dispute is raised
in the Dispute Notice shall be final, conclusive and binding on the parties.

(d) Resolution of Disputes. If the Sellers have delivered the Dispute Notice within the 30-day period, then
Buyer and Sellers will attempt to resolve each Disputed Item. In the event all such Disputed Items are not resolved
within five (5) Business Days after delivery of the Dispute Notice, either Buyer or Sellers may provide written notice
to the other that it elects to submit the Disputed Items to an accounting firm of national or regional recognition
mutually agreed upon by the parties (the _Accounting Firm ). If the parties cannot so agree, each of Buyer and Cardo
Medical shall select an accounting firm of national or regional recognition and such two accounting firms shall select
a third accounting firm of national or regional recognition to serve as the Accounting Firm. The Accounting Firm will
promptly review Disputed Items submitted to it for resolution and objected to in the Dispute Notice and resolve the
dispute with respect to each such Disputed Item in accordance with GAAP. The fees and expenses of the Accounting
Firm will be paid by the Party whose estimate of the Disputed Items, in the aggregate, is furthest from the final
determination of such Disputed Items, in the aggregate, by the Accounting Firm; otherwise such fees and expenses
shall be paid 50% by Buyer and 50% by Sellers. The decision of the Accounting Firm with respect to the Disputed
Item(s) submitted to it
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(and the determination of the Closing Asset Value resulting therefrom) will be final, conclusive and binding on the
Parties. Each of the Parties agrees to use its commercially reasonable efforts to cooperate with the Accounting Firm
and to cause the Accounting Firm to resolve all Disputed Items no later than thirty (30) Business Days after
submission of the dispute to the Accounting Firm.
(e) Adjustment Payment. No later than the fifth (5th) Business Day after final determination of the Closing

Asset Value in accordance with this Section 2.5:

(1) if the Closing Asset Value as finally determined pursuant to this Section 2.5 exceeds the Estimated
Closing Asset Value, then Buyer will pay to the Sellers such excess by wire transfer of immediately available funds;
and

(ii) if the Closing Asset Value as finally determined pursuant to this Section 2.5 is less than the Estimated
Closing Asset Value, then an amount equal to such shortfall will be paid by the Sellers to Buyer from the Escrow
Account, and the Sellers shall promptly execute a joint written instruction to the Escrow Agent to release such amount
from the Escrow Account.

ARTICLE III
CLOSING

3.1 Time and Place. The closing (_Closing ) of this Agreement and the purchase and sale of the Purchased Assets
shall take place at 10:00 a.m., Miami time on the date that is thirty (30) days following the date hereof (_Closing Date ),
unless each of the conditions of each party s obligations to close as set forth herein (excluding such conditions that, by
their terms, are to be satisfied at the Closing) have not been satisfied or waived in accordance with this Agreement by
such date, in which case the Closing Date shall be the date that is two (2) days after the satisfaction or waiver of such
conditions in accordance with this Agreement. The Closing shall be effected through the mutual exchange of
documents by overnight mail and facsimile or .pdf, or in such other manner or on such other date as the parties may
otherwise agree. All proceedings shall occur simultaneously and all documents and agreements shall be executed and
delivered simultaneously. Upon consummation, the Closing shall be deemed to take place as of the opening of
business on the Closing Date.

3.2 Procedure at the Closing. At the Closing, each Seller shall execute and deliver to Buyer all of the documents
and agreements required to be executed and delivered by it pursuant to Article VII. At the Closing, Buyer shall
execute and deliver to Sellers all of the documents and agreements required to be executed and delivered by it
pursuant to Article VII, and deliver to Cardo Medical, on behalf of the Sellers, an amount equal to (i) the Estimated
Cash Consideration minus (ii) the Deposit minus (iii) the Escrow Amount pursuant to Article II (which shall be
delivered to the Escrow Agent) minus (iv) the Vendor Payment Amount (which shall be delivered to the Material
Vendors in accordance with Section 6.17).

6

Table of Contents 55



Edgar Filing: Cardo Medical, Inc. - Form PRER14C

Table of Contents

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Sellers as follows:

4.1 Status. Buyer is a corporation duly organized, validly existing and in good standing under the Laws of the
State of Delaware.

4.2 Power and Authority. Buyer has the necessary power and authority to execute and deliver this Agreement and
the other Transaction Documents to which it is a party, to perform its obligations hereunder and thereunder and to
consummate the transactions contemplated hereby and thereby to be consummated by it. Buyer has taken all action
necessary to authorize the execution and delivery of this Agreement and the other Transaction Documents to which
each is a party, the performance of its obligations hereunder and thereunder and the consummation of the transactions
contemplated hereby and thereby to be consummated by it.

4.3 Enforceability. This Agreement has been, and each of the other Transaction Documents will be, duly executed
and delivered by Buyer, and constitutes, or will constitute, a legal, valid and binding obligation of Buyer, as
applicable, enforceable against each of Buyer, as applicable, in accordance with its terms, except as the same may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar Laws affecting the enforcement
of creditors rights generally and general equitable principles.

4.4 No Commissions. Except for fees or commissions payable by Buyer, Buyer has not incurred any obligation for
any finders , brokers or agents fees or commissions or similar compensation in connection with the transactions
contemplated hereby.

4.5 No Proceedings. No suit, action or other proceeding is pending or, to Buyer s Knowledge, threatened in writing
before any Governmental Authority seeking to restrain or prohibit Buyer from entering into this Agreement or to
prohibit the Closing or the performance of any other obligation hereunder.

4.6 Financing. Buyer has sufficient funds to ensure timely payment in full of the Purchase Price at the Closing in
accordance with this Agreement.

4.7 No Violation. The execution and delivery by Buyer of this Agreement and any other agreement or document to
be delivered by it in connection herewith, the performance by Buyer of its obligations hereunder and thereunder, and
the consummation by Buyer of the transactions contemplated hereby and thereby do not and will not: (a) violate,
conflict with, contravene or result in a breach of, any provision of the formation document, charter or by-laws or
similar organizational document of Buyer; (b) violate or conflict with any Law, decree, writ, injunction, judgment or
order of any Governmental Authority or of any arbitration award which is either applicable to, binding upon or
enforceable against Buyer; (c) conflict with, result in any breach of, or constitute a default (or an event which would,
with the passage of time or the giving of notice or both, constitute a default) under, or give rise to a right to terminate,
amend, modify, abandon or accelerate, any material Contract or material Permit which is applicable to, binding upon
or enforceable against Buyer, in each case that could be reasonably likely to impair Buyer s ability to consummate the
Closing or pay the Royalty; (d) result in or require the creation or
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imposition of any Lien upon or with respect to any of the material assets of Buyer that could be reasonably likely to
impair Buyer s ability to consummate the Closing or pay the Royalty; (e) give to any Person a right or claim affecting
any material assets of Buyer that could be reasonably likely to impair Buyer s ability to consummate the Closing or
pay the Royalty; or (f) require the consent, approval, authorization or permit of, or filing with or notification to, any
Governmental Authority, any court or tribunal or any other Person (except for consents already obtained).
ARTICLE V
REPRESENTATIONS AND WARRANTIES OF SELLERS

Except as set forth in the SEC Reports or in the disclosure schedule attached hereto and delivered by Sellers to
Buyer (the _Disclosure Schedule ), Sellers, jointly and severally, represent and warrant to Buyer as follows:

5.1 Corporate Status. Each Seller is duly organized, validly existing and in good standing under the Laws of the
State of Delaware and has the requisite power and authority to own or lease its properties and to carry on its business
as now being conducted. Each Seller is duly qualified to do business in each jurisdiction in which the nature of the
business conducted by it or the character or location of the properties and assets owned, leased or operated by it makes
such qualification necessary, except as would not have a Material Adverse Effect.

5.2 Power and Authoerity. Each Seller has the necessary power and authority to execute and deliver this
Agreement and the other Transaction Documents to which it is a party, to perform its obligations hereunder and
thereunder and to consummate the transactions contemplated hereby and thereby. Each Seller has taken all action
necessary (including obtaining stockholder and member approval, as applicable) to approve and authorize the
execution and delivery of this Agreement, the Transaction Documents to which it is a party, the performance of its
obligations hereunder and thereunder, and the consummation of the transactions contemplated hereby and thereby to
be consummated by it. As a condition and inducement to Buyer s entering into this Agreement and incurring the
obligations set forth herein, concurrently with the execution and delivery of this Agreement, Sellers have delivered to
Buyer complete and accurate copies of written consent(s) of a majority of the stockholders of Cardo Medical
evidencing their approval of this Agreement and the consummation of the transactions contemplated hereby (the

Stockholder Approval ).

5.3 Enforceability. This Agreement has been, and each of the other Transaction Documents to be executed by a
Seller will be, duly executed and delivered by each Seller and constitutes, or will constitute, the legal, valid and
binding obligation of such Seller, enforceable against such Seller in accordance with its terms, except as the same may
be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar Laws affecting the
enforcement of creditors rights generally and general equitable principles.

5.4 Subsidiaries. No Seller has any subsidiaries, equity investments or ownership interest in any other entity that is
not a Seller. Cardo Medical owns all of the record and beneficial membership interests of Cardo Medical, LLC.
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5.5 No Violation. Except as set forth on Schedule 5.5, the execution and delivery by each Seller of this Agreement
and any other Transaction Document to be delivered by it in connection herewith, the performance by each Seller of
its obligations hereunder and thereunder, and the consummation by each Seller of the transactions contemplated
hereby and thereby do not and will not: (a) violate, conflict with, contravene or result in a breach of, any provision of
the certificate of incorporation or formation or bylaws or operating agreement of such Seller; (b) violate or conflict
with any Law, decree, writ, injunction, judgment or order of any Governmental Authority or of any arbitration award
which is either applicable to, binding upon or enforceable against such Seller or the Purchased Assets; (c) conflict
with, result in any breach of, or constitute a default (or an event which would, with the passage of time or the giving
of notice or both, constitute a default) under, or give rise to a right to terminate, amend, modify, abandon or
accelerate, or require any consent or notice under, any Material Contract or material Permit which is included in the
Purchased Assets; (d) result in or require the creation or imposition of any Lien upon or with respect to any of the
Purchased Assets; or (e) require the consent, approval, authorization or permit of, or filing with or notification to, any
Governmental Authority, any court or tribunal or any other Person.

5.6 No Commissions. Except as set forth on Schedule 5.6, no Seller nor any of their Affiliates has incurred any
obligation for any finders, brokers or agents fees or commissions or similar compensation in connection with the
transactions contemplated hereby; and all amounts so scheduled are payable by Sellers.

5.7 Financial Statements; SEC Reports; Disclosure and Internal Controls.

(a) As of their respective dates, the SEC Reports: (i) were prepared in accordance and complied in all respects
with the requirements of the Securities Act, or the Exchange Act, as the case may be, and the rules and regulations of
the SEC thereunder applicable to such SEC Reports, with all such SEC Reports having been filed on a timely basis,
and (ii) did not at the time they were filed (and if amended or superseded by a filing prior to the date of this
Agreement then on the date of such filing and as so amended or superseded) contain any untrue statement of a
material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they were made, not misleading. Except to the extent set forth in the
preceding sentence, Sellers make no representation or warranty whatsoever concerning the SEC Reports as of any
time other than the time they were filed.

(b) Each set of financial statements (including, in each case, any related notes thereto) contained in any SEC
Report (the _Financial Statements ), complies in all material respects with the published rules and regulations of the
SEC with respect thereto, was prepared in accordance with GAAP applied on a consistent basis throughout the periods
involved (except as may be indicated in the notes thereto or, in the case of unaudited statements, do not contain
footnotes as permitted by Form 10-Q of the Exchange Act) and fairly presents in all material respects the financial
position of Sellers at the respective dates thereof and the results of operations and cash flows for the periods indicated,
except that unaudited interim financial statements will be subject to normal adjustments which are not expected to be
material to Sellers, taken as a whole. The certifications and statements required by (A) Rule 13a-14 under the
Exchange Act and (B) 18 U.S.C. Sec. 1350 (Section 906 of the Sarbanes-Oxley Act) relating to
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the SEC Reports are accurate and complete and comply as to form and content with all rules of applicable
Governmental Authorities in all material respects.

5.8 Absence of Certain Changes., Events and Conditions. Except as expressly contemplated by this Agreement
and as set forth in Schedule 5.8, from the date of the Current Balance Sheet, Sellers have operated the Business in the
ordinary course of business consistent with past practice and there has not been, with respect to any Seller, any:

(a) event, occurrence or development that has had, or would reasonably be expected to result in, a Material
Adverse Effect;

(b) material amendment of the charter, by-laws or other organizational documents of any Seller;

(c) split, combination or reclassification of any shares of its capital stock;

(d) issuance, sale or other disposition of any of its capital stock, or grant of any options, warrants or other rights
to purchase or obtain (including upon conversion, exchange or exercise) any of its capital stock;

(e) declaration or payment of any dividends or distributions on or in respect of any of its capital stock or
redemption, purchase or acquisition of its capital stock;

(f) change in any method of accounting or accounting practice of any Seller, except as required by GAAP or
applicable Law or as disclosed in the notes to the Financial Statements;

(g) incurrence, assumption or guarantee of any indebtedness for borrowed money in an aggregate amount
exceeding $50,000, except unsecured current obligations and liabilities incurred in the ordinary course of business;

(h) sale or other disposition of any of assets, except in the ordinary course of business and except for any assets
having an aggregate value of less than $50,000;

(1) increase in the compensation of its employees, other than as provided for in any written agreements or in the
ordinary course of business;

(j) adoption, amendment or modification of any Benefit Plan, the effect of which in the aggregate would
increase the obligations of any Seller by more than ten percent 10% of its existing annual obligations to such plans;

(k) acquisition by merger or consolidation with, or by purchase of a substantial portion of the assets or stock of,
or by any other manner, any business or any Person or any division thereof for consideration in excess of $250,000;

(1) adoption of any plan of merger, consolidation, reorganization, liquidation or dissolution or filing of a petition
in bankruptcy under any provisions of federal or state
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bankruptcy Law or consent to the filing of any bankruptcy petition against it under any similar Law;

(m) payment with respect to, or discharge, compromise, settlement, cancellation or waiver of, any material
claims, actions, suits, arbitrations, proceedings or rights relating to the Business;

(n) execution of any material Contract required to be listed on Schedule 5.17(a), and no Person has accelerated,
terminated, modified or canceled any such Contract;

(o) capital expenditures with respect to the Business or commitments with respect thereto, other than capital
expenditures that did not exceed $50,000 individually or $125,000 in the aggregate;

(p) promotional, sales or discount or other activity that has or would reasonably be expected to have the effect
of accelerating sales prior to the Closing that would otherwise be expected to occur subsequent to the Closing;

(q) damage, destruction, loss or casualty of or to any of the Purchased Assets in excess of $50,000 individually
or $125,000 in the aggregate; or

(r) any agreement to do any of the foregoing, or any action or omission that would result in any of the
foregoing.

5.9 Undisclosed Liabilities of Sellers. Sellers have no liabilities or obligations, whether accrued, absolute,
contingent or otherwise, of the type required to be reflected on or reserved against in, or to be disclosed in the notes to,
a consolidated balance sheet prepared in accordance with GAAP, consistently applied, except (a) liabilities reflected
on or reserved against in the Current Balance Sheet or disclosed in the notes thereto, (b) liabilities that have arisen
since the date of the Current Balance Sheet in the ordinary course of the operation of the Business, consistent with
past practice, (c) liabilities that otherwise constitute Excluded Liabilities, and (d) liabilities disclosed in Schedule 5.9.

5.10 Litigation. There are no, and during the past two (2) years there have been no, actions, suits, claims,
investigations or other legal proceedings pending or, to Sellers Knowledge, threatened against or by any Seller to
which the Business or any of the Purchased Assets is subject. There are no outstanding orders, decrees, judgments,
settlements, stipulations or agreements issued or enforceable by any Governmental Authority in any proceeding to
which the Business or any of the Purchased Assets is subject. The representations and warranties contained in this
Section 5.10 shall not be deemed to relate to environmental matters (which are governed by Section 5.19), employee
benefits matters (which are governed by Section 5.15), employment matters (which are governed by Section 5.14) or
tax matters (which are governed by Section 5.16).

5.11 Real Estate. No Seller owns any parcel of real estate. Schedule 5.11 sets forth a list of all leases, subleases,
rights to occupy or use, licenses or other arrangements with respect to the use or occupancy of any real property to
which any Seller is party (the _Leases ). The Leases are in full force and effect and have not been amended, and no
Seller is in default or
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breach under any such Lease, and to the Knowledge of Sellers, no other party thereto is in default or breach under any
such Lease.

5.12 Assets. Sellers have good and valid title to, or a valid leasehold interest in, the Purchased Assets and are
selling the same free and clear of any Lien, except for Permitted Liens. The Purchased Assets are in good operating
condition in all material respects, except for ordinary wear and tear. Except for the assets, properties and rights set
forth on set forth on Schedule 5.12, the Purchased Assets constitute all of the rights, properties and assets owned, used
or held for use in the operation or conduct of the Business by Sellers (and no such Purchased Assets are owned by any
Affiliate of any Seller) or necessary to operate the Business, in each case, consistent with past practice.

5.13 Compliance with Laws; Permits.

(a) Sellers are and have been in compliance, in all material respects, with all Laws and orders applicable to them
or the Purchased Assets.

(b) Schedule 5.13(b) sets forth a complete list of all material Permits required for Sellers to conduct the
Business as presently conducted. A Seller is the holder of all such Permits and is in compliance, in all material
respects, with all of the terms and requirements of each Permit identified or required to be identified in
Schedule 5.13(b).

(c) Each of the products sold by the Business (the _Products ) has received all authorizations, registrations,
clearances, permits, pre-market notifications, pre-market applications, pre-market approvals, investigational device
exemption applications and other approvals, including without limitation, under Section 510(k) of the FDA Act
(_Product Authorizations ), necessary for the sale of the Products. Each of the Products has (i) received all Product
Authorizations necessary for the manufacture of the Products by the Business and (ii) to Sellers Knowledge, all
Product Authorizations for the manufacture of the Products by third parties. Sellers have made available true and
correct copies of all Product Authorizations (and any amendments or supplements thereto) related to the Business and
has delivered copies of all material written communications between any Seller and the United States Food and Drug
Administration (_FDA ) or any other applicable Governmental Authority regulating medical products. To the Sellers
Knowledge, the operation of the Business (including (i) the manufacture of the Products by or on behalf of the Sellers,
(ii) the facilities where Products are manufactured and (iii) all specifications, processes, procedures and techniques
used in the manufacture of the Products) is in compliance in all material respects with all FDA and other comparable
state and local Laws applicable to the Business, including FDA and comparable state and local rules and regulations
relating to clinical studies or investigations, GLP, GMP, advertising and promotion, pre- and post-marketing adverse
device experience and adverse device experience reporting, and all other pre- and post-marketing reporting
requirements, as applicable. Sellers are not subject to any obligation arising under any consent decree, consent
agreement, or warning letter issued by or entered into with the FDA or any other Governmental Authority or other
notice, response or commitment made to the FDA or any other Governmental Authority.
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(d) The representations and warranties set forth in this Section 5.13 are the Sellers sole and exclusive

representations and warranties regarding FDA matters.
5.14 Employment Matters.

(a) No Seller is a party to, or bound by, any collective bargaining or other agreement with a labor organization
representing any of its employees.

(b) The Sellers are in compliance, in all material respects, with all applicable Laws pertaining to employment
and employment practices. Except as set forth in Schedule 5.14(b), there are no, and during the last two (2) years there
have been no, actions, suits, claims, investigations or other legal proceedings against the Sellers pending, or to the
Sellers Knowledge, threatened to be brought or filed, by or with any Governmental Authority in connection with the
employment of any current or former employee of any Seller, including, without limitation, any claim relating to
unfair labor practices, employment discrimination, harassment, retaliation, equal pay or any other employment related
matter arising under applicable Laws.

(c) Schedule 5.14(c) sets forth a complete and correct list of each employee of the Business as of the date hereof
(_Business Employee ), which list also sets forth each Business Employee s (i) current annual base salary; (ii) job title;
(iii) accrued vacation and sick leave time; (iv) premiums paid for benefits; and (v) work location.

(d) Sellers have made available to Buyer with complete and correct copies of (i) all existing severance or other
leave agreement of any Business Employee, (ii) all Business Employee trade secret, non-compete, non-disclosure and
invention assignment agreements and (iii) all manuals and handbooks applicable to any Business Employee. Except as
set forth on Schedule 5.14(d), the employment or consulting arrangement of each Business Employee is, subject to
applicable Laws involving the wrongful termination of employees, terminable at will (without the imposition of
penalties or damages) by Sellers, and no Seller has any severance obligations if any such Business Employee is
terminated (subject to applicable Laws governing wrongful termination of employees). To the Knowledge of Sellers,
no executive or key Business Employee or any group of Business Employees has expressed an intention to terminate
employment with the Sellers or the Business.

(e) Sellers have paid in full to all of its Business Employees all wages, salaries, commissions, bonuses, benefits
and other compensation due and payable to such employees.

(f) Each Seller is in compliance with the requirements of the Workers Adjustment and Retraining Notification
Act or any state-law equivalent (collectively, _WARN ) and has no liabilities pursuant to WARN.

(g) The representations and warranties set forth in this Section 5.14 are the Sellers sole and exclusive
representations and warranties regarding employment matters.

5.15 Employee Benefit Plans.
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(a) Schedule 5.15(a) contains a list of each material employee benefit plan as defined in Section 3(3) of the
Employee Retirement Income Security Act of 1974, as amended (_ERISA ), and each deferred compensation, equity,
welfare, severance, insurance or incentive plan in effect and covering one or more employees of Sellers, former
employees of Sellers, current or former directors of the Sellers or the beneficiaries or dependents of any such Persons,
and is maintained, sponsored, contributed to, or required to be contributed to by any Seller, or under which any Seller
has any material liability for premiums or benefits (as listed on Schedule 5.15(a), each, a _Benefit Plan ). With respect
to each Benefit Plan, Sellers have made available to Buyer, as applicable, the summary plan description and any
material modifications thereto or other written documentation describing the material terms of such plan.

(b) The Buyer will not suffer any loss, cost, liability or obligation with respect to any Benefit Plan. Each Benefit
Plan is in compliance with all applicable laws and regulations and has been operated in accordance with its terms and
provisions. With respect to each Benefit Plan, there are no actions, suits, claims or disputes pending by any third party
and no audits, proceedings, claims or demands pending by any governmental authority. No Benefit Plan is or at any
time was a defined benefit plan as defined in Section 3(35) of ERISA or a pension plan subject to the funding
standards of Section 302 of ERISA or Section 412 of the Code.

(c) The Sellers never participated in nor has been required to contribute to any multi employer plan, as defined
in Sections 3(37)(A) and 4001(a)(3) of ERISA and Section 414(f) of the Code or any plan that is subject to Title IV of
ERISA.

(d) The Seller has complied with the notice and continuation of coverage requirements of Section 4980B of the
Code, and the regulations thereunder, and Part 6 of Title I of ERISA (_COBRA ) and has complied with the Health
Insurance Portability and Accountability Act of 1996 (_HIPAA ) with respect to any group health plan within the
meaning of Code Section 5000(b)(1).

(e) The representations and warranties set forth in this Section 5.15 are the Sellers sole and exclusive
representations and warranties regarding employee benefit matters.

5.16 Tax Matters. Except as set forth in Schedule 5.16:

(a) Sellers have filed (taking into account any valid extensions) all material Tax Returns required to be filed by
Sellers. Such Tax Returns are true, complete and correct in all material respects. No Seller is currently the beneficiary
of any extension of time within which to file any material Tax Return other than extensions of time to file Tax Returns
obtained in the ordinary course of business. All material Taxes due and owing by the Sellers have been paid or
accrued.

(b) No extensions or waivers of statutes of limitations have been given or requested with respect to any material
Taxes of the Sellers.

(c) There are no ongoing actions, suits, claims, investigations or other legal proceedings by any taxing authority
against the Sellers.

(d) No Seller is a party to any Tax-sharing agreement.
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(e) All material Taxes which any Seller is obligated to withhold from amounts owing to any employee, creditor
or third party have been paid or accrued.

(f) Except for certain representations related to Taxes in Section 5.15, the representations and warranties set
forth in this Section 5.16 are the Sellers sole and exclusive representations and warranties regarding Tax matters.

5.17 Material Agreements.

(a) Schedule 5.17(a) sets forth a list of the following Contracts used in the operation of the Business and to
which a Seller is a party (collectively, the _Material Contracts ), true and correct copies of which (together with all
amendments, exhibits, attachments, waivers or other changes thereto):

(i) all Contracts requiring total annual payments by or to Sellers in excess of $100,000;

(ii) all Contracts with independent contractors or consultants (or similar arrangements) that are not
cancelable without penalty or further payment and without more than 60 days notice;

(iii) all Contracts that limit or purport to limit the ability of the Business to compete in any line of business or
with any Person or in any geographic area or during any period of time;

(iv) all Contracts that (i) license or otherwise grant rights to Intangible Property of third parties to either
Seller or (ii) license or otherwise grant rights to Seller Intangible Property by either Seller to third parties, in each case
that are related to the Business;

(v) each Contract with any Business Employee;

(vi) each joint venture Contract, each joint product development Contract or each other Contract involving a
sharing of profits, losses, costs or liabilities with any other Person;

(vii) each Contract with any customer or supplier that is required to be disclosed on Schedule 5.26;

(viii) each lease, rental or occupancy agreement, license, installment and conditional sale agreement, and
other Contract affecting the ownership of, leasing of, title to, use of, or any leasehold or other interest in, any
Purchased Asset (except personal property leases and installment and conditional sales agreements having aggregate
payments of less than $25,000);

(ix) each Contract providing for the payment to any Business Employee of any cash or other compensation
or benefits contingent upon the consummation of the transactions contemplated by this Agreement;
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(x) each Contract with any Seller or any Affiliate of any Seller;

(xi) each Contract under which either Seller has advanced or loaned to any other Person amounts in the
aggregate exceeding $25,000;

(xii) each confidentiality agreement and non-disclosure agreement still in effect relating to the Business or
the Purchased Assets (excluding customary confidentiality and non-disclosure provisions contained in any Contract
and excluding any such agreement with any potential bidder for any Seller or its assets);

(xiii) each Contract which requires the Business to purchase or sell products or exclusively, or to purchase or
sell a minimum quantity of products or services, to or from any Person; and

(xiv) each other Contract that is material to the Business as defined under the rules and regulations of the
Exchange Act.

Sellers have made such Material Contracts available to Buyer prior to the Closing.

(b) Except as disclosed in Schedule 5.17(b), each Material Contract is legal, valid, binding and enforceable
against Sellers (and to Sellers Knowledge, the other party thereto), is in full force and effect, except as the same may
be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar Laws affecting the
enforcement of creditors rights generally and general equitable principles. Except as disclosed in_Schedule 5.17(b),
(1) there exists no default or event of default by any Sellers or, to the Knowledge of Sellers, any other party to any
Material Contract, (ii) no Material Contract has been canceled by Sellers or, to the Knowledge of Sellers, any other
party thereto, (iii) Sellers have, or prior to the Closing will have, performed all material obligations under such
Material Contracts required to be performed by Sellers or their Affiliates on or before the Closing, (iv) to the
Knowledge of Sellers, there is no event which, upon giving of notice or lapse of time or both, would constitute a
breach or default under any such Material Contract or would permit the termination, modification or acceleration of
such Material Contract, and (v) Sellers have not assigned, delegated or otherwise transferred to any Person any of its
rights, title or interest under any such Material Contract.

5.18 Intangible Property. _Intangible Property means any and all of the following, anywhere in the world (whether
national, international or otherwise) and all rights therein, arising therefrom, or associated therewith: (i) trademarks
and service marks, trade names and logos, including all applications, registrations, translations, adaptations,
derivations and combinations thereof and goodwill related to the foregoing; (ii) copyrights, including all applications
and registrations related to the foregoing; (iii) trade secrets, confidential know-how and other confidential or
proprietary information (including, without limitation, unpatented inventions, invention disclosures, moral and
economic rights of authors or inventors, technical data, designs, and processes); (iv) patents and patent applications
and disclosures; and (v) internet domain name registrations, applications and reservations. Schedule 5.18 lists all
patents, patent applications, trademark registrations and pending applications for registration, copyright registrations
and pending applications for registration and internet domain name registrations owned by Sellers used primarily in
the Business or necessary to conduct the Business as
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currently conducted (the _Seller Intangible Property ). Sellers own or have a valid right to use all Seller Intangible
Property, free and clear of all Liens, other than Permitted Liens. The Seller Intangible Property as currently licensed or
used by Sellers, and the Sellers conduct of the Business as currently conducted, do not infringe, violate or
misappropriate the Intangible Property of any other Person. To the Sellers Knowledge, no Person is infringing,
violating or misappropriating any Seller Intangible Property in any material respect. Except as set forth on
Schedule 5.18, there is no, and during the past two (2) years there has been no, written claim or demand of any Person
pertaining to, or any proceeding pending or, to the Knowledge of Sellers, threatened in writing, which alleges that the
conduct of the Business infringes, misappropriates, misuses or violates any Intangible Property of any Person in any
material respect.

5.19 Environmental Matters.

(a) Sellers are (and during the last two (2) years have been) in material compliance with all Environmental Laws
and orders and have not received from any Person any (i) Environmental Notice or Environmental Claim, or
(i) written request for information pursuant to Environmental Law, which, in each case, either remains pending or
unresolved, or is the source of ongoing obligations or requirements as of the Closing Date.

(b) Sellers have obtained and are in material compliance with all Environmental Permits (each of which is
disclosed in Schedule 5.19(b)) necessary for the ownership, lease, operation or use of the Business or the Purchased
Assets.

(c) To Sellers Knowledge, there has been no Release of Hazardous Materials in contravention of Environmental
Laws with respect to any real property currently owned, operated or leased by the Sellers, and no Seller has received
an Environmental Notice that any real property currently owned, operated or leased in connection with the Business
(including the soils, groundwater and surface water on any such real property) has been contaminated with any
Hazardous Material which would reasonably be expected to result in a material Environmental Claim against, or a
material violation of Environmental Laws or material term of any Environmental Permit by, any Seller.

(d) The representations and warranties set forth in this Section 5.19 are the Sellers sole and exclusive
representations and warranties regarding environmental matters.

5.20 Business Locations. All locations where the equipment, employees, consultants (excluding distributors) and
books and records of the Business are located as of the date hereof are fully identified on Schedule 5.20.

5.21 Names. All names under which (i) each Seller conducts, and has during the past three years conducted, the
Business and (ii) the Business operates, and has during the past three years operated, are specified on Schedule 5.21.

5.22 Bulk Sales. The transactions contemplated under this Agreement are not subject to any bulk sales, transfer or
similar Law of any jurisdiction.

5.23 Inventory. The inventory included in the Purchased Assets (a) does not include any items that are obsolete or
of a quantity or quality not usable or salable in the ordinary course
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of the Business consistent with past practices during the twelve-month period prior to the date hereof, except to the
extent of Sellers reserves therefor as set forth on the Current Balance Sheet, as adjusted for the passage of time
through the Closing Date in accordance with the past custom and practice of Sellers, and (b) includes only items of a
type sold by the Business in the ordinary course of the Business consistent with past practices during the
twelve-month period prior to the date hereof, except to the extent of Sellers reserves therefor as set forth on the
Current Balance Sheet, as adjusted for the passage of time through the Closing Date in accordance with the past
custom and practice of Sellers. The inventory of the Business disposed of subsequent to the date of the Current
Balance Sheet Date has been disposed of only in the ordinary course of the Business consistent with past practices
during the twelve-month period prior to the date hereof.

5.24 Warranty; Product Liability.

(a) Each product or service, sold by Sellers with respect to the Business is and has been sold in conformity in all
material respects with all applicable express warranties, and neither of the Sellers has any material liability for
replacement or repair thereof or other damages, liability or obligations in connection therewith.

(b) Schedule 5.24(b) sets forth an accurate, correct and complete list and summary description of all pending
material claims arising from or alleged to arise from any injury to person or property as a result of the ownership,
possession or use of any product of the Business manufactured, distributed or sold by Sellers during the two years
prior to the date hereof. Neither Seller has any liability or obligation arising out of any injury to individuals or
property as a result of the ownership, possession, or use of any product of the Business sold or distributed by Sellers.

5.25 Insurance. Schedule 5.25 lists each insurance policy (including policies providing property, casualty,
liability, director & officer, and workers compensation coverage and bond and surety arrangements, but excluding
Benefit Plans) with respect to which a Seller is a party, a named insured, or otherwise the beneficiary of coverage and
for each such policy or bond sets forth: (a) the name of the insurer, the name of the policyholder, and the name of each
covered insured; and (b) the policy number and the period of coverage.

5.26 Customers and Suppliers. Schedule 5.26 sets forth a correct and complete list of (i) the 10 largest suppliers
(by dollar volume) of products or services to Business, and (ii) the 10 largest customers (by dollar volume) of the
Business, in each case during calendar year 2009 and the eleven (11) months ended November 30, 2010.

Schedule 5.26 also sets forth, for each such supplier and customer, the aggregate payments from or to such Person by
the Business during such periods. Since January 1, 2010, none of the customers or suppliers listed on Schedule 5.26
has indicated in writing that it shall stop, or materially decrease the rate of, purchasing or supplying, as the case may
be, materials, products or services from or to, as the case may be, the Business, or otherwise materially change the
terms of its relationship with the Business.

5.27 Fairness Opinion. Cardo Medical has received an opinion from Inverness Advisors that the sale of the
Purchased Assets as contemplated by this Agreement is fair to
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Cardo Medical from a financial perspective. The Sellers are not entering into this Agreement or any of the Transaction
Documents with the intent to defraud, delay or hinder its creditors, and the consummation of the transactions
contemplated by this Agreement and the Transaction Documents would not reasonably be expected to have any such
effect. After giving effect the transactions contemplated hereby, Cardo Medical will be Solvent.

5.28 No Other Representations and Warranties. Except for the representations and warranties contained in this
Article V (including the related portions of the Disclosure Schedules), no Seller or any other Person has made or
makes any other express or implied representation or warranty, either written or oral, on behalf of Sellers.

5.29 Disclaimer Regarding Estimates and Projections. In connection with Buyer s investigation of Sellers, Buyer
has received certain estimates, forecasts, plans and financial projections. Buyer acknowledges that there are
uncertainties inherent in attempting to make such estimates, forecasts, plans and projections, that Buyer is familiar
with such uncertainties, that Buyer is taking full responsibility for making its own evaluation of the adequacy and
accuracy of all estimates, forecasts, plans and projections so furnished to it (including the reasonableness of the
assumptions underlying such estimates, forecasts, plans and projections), and that Buyer shall have no claim against
Sellers with respect thereto. Accordingly, Sellers do not make any representation or warranty with respect to such
estimates, forecasts, plans and projections (including any such underlying assumptions).

ARTICLE VI
CERTAIN AGREEMENTS AND COVENANTS OF THE PARTIES

6.1 Further Assurances. Each party shall execute and deliver such additional instruments and other documents
and shall take such further actions as may be reasonably necessary to effectuate, carry out and comply with all of the
terms of this Agreement and the transactions contemplated hereby. From the date hereof until the Closing, each party
hereto shall use commercially reasonable efforts to take such actions as are necessary to expeditiously satisfy the
closing conditions set forth in Article VII hereof, including, without limitation, in the case of Sellers, such
commercially reasonable efforts to satisfy the condition specified in Section 7.2(c)(vii). Neither Seller shall take any
action that is designed or intended to have the effect of discouraging any lessor, licensor, customer, supplier, or other
business associate of the Business from maintaining the same business relationships with the Business after the
Closing as it maintained with the Business prior to the Closing.

6.2 Conduct of Business Prior to the Closing. From the date hereof until the Closing, except as otherwise
provided in this Agreement or consented to in writing by Buyer (which consent shall not be unreasonably withheld or
delayed), Sellers shall: (a) conduct the Business in the ordinary course of business; and (b) use commercially
reasonable efforts to maintain and preserve intact its current organization, business and franchise and to preserve the
rights, franchises, goodwill and relationships of its employees, consultants, customers, lenders, suppliers, regulators
and others having business relationships with such Seller in respect of the Business. From the date hereof until the
Closing Date, except as consented to in writing by Buyer (which consent shall not be unreasonably withheld or
delayed), Sellers shall not take any
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action that would cause any of the changes, events or conditions described in Section 5.8 to occur.

6.3 Certain Tax Returns and Indemnity. Notwithstanding anything to the contrary set forth herein, all transfer,
documentary, sales, use, registration and other such Taxes (including all applicable real estate transfer or gains Taxes
and stock transfer Taxes), all penalties, interest and additions to Tax, and any and all fees incurred in connection with
the sale or transfer of the Purchased Assets shall be paid 50% by Buyer and 50% by Sellers. Each Party to this
Agreement will cooperate in the timely making of all filings, returns, reports and forms required in connection with
this Agreement. Each Seller shall be liable for the payment of all Taxes of such Seller. Each Seller shall also be liable
for the payment of all Taxes applicable to the Purchased Assets for all taxable periods on or before the Closing Date,
regardless of when assessed, and including any interest or penalties thereon. For the purpose hereof, any taxable
period which ends after the Closing Date, but includes a period of time before the Closing Date, shall be deemed to be
two taxable periods, the first ending on the Closing Date and the second beginning the next day. For purposes of
determining the amount of Taxes attributable to the portion of any such period ending on the Closing Date and the
portion of any such period ending after the Closing Date, the total amount of Taxes payable with respect to any such
period shall be apportioned in equal amounts among all days during said period.

6.4 Publicity. Except as required by applicable Law, any exchange or organization on which Cardo Medical s
securities trade, or any Governmental Authority (in which case Buyer will be provided with an advance copy), no
press release or other public announcement related to this Agreement or the transactions contemplated hereby shall be
issued by any party hereto without the prior approval of the other parties hereto, which shall not be unreasonably
withheld.

6.5 Employee Matters. Prior to the Closing Date, Buyer shall have offered employment or consulting
arrangements to certain employees and/or consultants of Sellers set forth on Schedule 6.5 (the _Transferred Employees )
to perform services in connection with the Business on such terms and conditions as such employees and/or
consultants and Buyer shall have agreed. Effective as of the Closing, the respective Seller hereby releases and
consents to the employment and/or engagement by Buyer of the Transferred Employees on such terms and conditions
as may be mutual agreeable between Buyer and each such Transferred Employee, provided that in the case of Andrew
Brooks, Mikhail Kvitnitsky, Derrick Romine, John Kuczynski and Dina Weissman, such terms shall not be exclusive
to Buyer, and Buyer agrees to allow such Transferred Employees to consult with, continue employment with or
otherwise be associated with Cardo Medical and/or its subsidiaries (as a director, holder of equity securities (including
stock options) or otherwise) in connection with the disposition by Cardo Medical and/or its subsidiaries of any
Excluded Assets or of all or any part of their remaining business after the Closing, so long as such services to Cardo
Medical are (a) in compliance with the confidentiality obligations of such person as set forth in their
Consulting/Employment Agreement with Buyer and (b) do not materially interfere with the performance of such
person s duties pursuant to such Consulting/Employment Agreement. Notwithstanding the foregoing, Buyer shall have
no obligation to continue the engagement or employment of any such individual after the Closing and, except as
otherwise expressly agreed to by such individuals and Buyer, such engagement or employment shall be on an at-will
basis.
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6.6 Use of Name. From and after the Closing Date, no Seller shall (nor shall it permit its Affiliates to) use the
name Cardo Medical or any similar name or any logo, trade dress, trade name, trademark, service mark or the like
similar to or confusing therewith for any business purpose or otherwise; provided, however, that Sellers shall be
permitted to use the name Cardo Medical in connection with (a) the satisfaction of its obligations hereunder or the
satisfaction of any Excluded Liabilities, (b) collections of the Retained Receivables and (c) the administration and sale
of existing Contracts and other existing rights related to the Excluded Assets for the period of time following the
Closing until the sale of such assets. Immediately after the Closing, each Seller shall change its name to a name that
does not include the words Cardo or any variation thereof and that is reasonably satisfactory to Buyer.

6.7 Information Statement. Promptly upon execution of this Agreement (and in no event more than five days
following the date hereof (or the next business day after such fifth day, if such fifth day is not a day upon which the
SEC accepts such filings)), Cardo Medical will file with the SEC an Information Statement on Schedule 14C relating
to the Stockholder Approval and the consummation of the transactions contemplated hereby and that is in compliance
with all applicable SEC rules and regulations (the _Information Statement ). Cardo Medical will provide Buyer and its
counsel with a reasonable opportunity to review the Information Statement prior to its filing and shall include in such
document or response all comments reasonably proposed by Buyer. Seller will (a) provide a copy of the Information
Statement to Buyer when filed with the SEC, (b) use reasonable best efforts, after consultation with Buyer, to
promptly respond to and resolve any comments or requests made by the SEC, (c) keep Buyer informed on a current
basis regarding all communications and correspondence with the SEC and promptly provide to Buyer copies of all
written correspondence or telephonic notice of oral communications between Cardo Medical or any of its
representatives and the SEC, and (d) send the Information Statement to Cardo Medical s stockholders as soon as
possible under all applicable SEC rules and regulations (but no later than three days after the SEC either declines to
review the Information Statement or all comments are satisfied).

6.8 [Reserved]

6.9 Transition. From the Closing until Sellers have divested substantially all of the assets of its spinal surgical
device business, but in no event longer than six (6) months after the Closing Date, Buyer shall permit Sellers
reasonable access to and use of computer hardware and software included in the Purchased Assets as needed to
facilitate and administer the sale of such spinal surgical device business.

6.10 Confidentiality.

(a) Buyer acknowledges and agrees that the Confidentiality Agreement remains in full force and effect and, in
addition, covenants and agrees to keep confidential, in accordance with the provisions of the Confidentiality
Agreement, information provided to Buyer pursuant to this Agreement and the Confidentiality Agreement. If this
Agreement is, for any reason, terminated prior to the Closing, the Confidentiality Agreement and the provisions of this
Section 6.10 shall nonetheless continue in full force and effect. At Closing, the Confidentiality Agreement shall
automatically terminate and be of no further force or effect with respect to the
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Business and the Purchased Assets, but shall remain in full force and effect with respect to other businesses of the
Sellers and the Excluded Assets.

(b) From and after the Closing, each Seller will treat and hold as confidential all of the Confidential
Information, refrain from using or authorizing the use of any of the Confidential Information, and deliver promptly to
Buyer or destroy, at the request and option of Buyer, all tangible embodiments (and all copies) of the Confidential
Information, including electronic, that are in his, her, or its possession or control. In the event that either Seller is
requested or required pursuant to written or oral question or request for information or documents in any legal
proceeding, interrogatory, subpoena, civil investigation demand, or similar process to disclose any Confidential
Information, such Seller will notify Buyer promptly of the request or requirement so that Buyer may seek an
appropriate protective order or waive compliance with the provisions of this Section 6.10(b). If, in the absence of a
protective order or the receipt of a waiver hereunder, such Seller is, on the advice of counsel, compelled to disclose
any Confidential Information to any tribunal or else stand liable for contempt, such Seller may disclose the
Confidential Information to the tribunal; provided, however, that such Seller shall use his or its reasonable best efforts
to obtain, at the request and expense of Buyer, an order or other assurance that confidential treatment will be accorded
to such portion of the Confidential Information required to be disclosed as Buyer shall designate. For purposes of this
Agreement, _Confidential Information shall mean any information or data concerning the Business, Purchased Assets
or Assumed Liabilities not already generally available to the public.

6.11 Governmental Approvals and Other Third-Party Consents.

(a) Each party hereto shall, as promptly as possible, use its commercially reasonable efforts to obtain, or cause
to be obtained, all consents, authorizations, orders and approvals from all Governmental Authorities that may be or
become necessary for its execution and delivery of this Agreement and the performance of its obligations pursuant to
this Agreement. Each party shall cooperate fully with the other party and its Affiliates in promptly seeking to obtain
all such consents, authorizations, orders and approvals.

(b) Sellers shall use commercially reasonable efforts to give all notices to, and seek all consents from, all third
parties that are described in Schedule 6.11(b) (the _Consents _): provided. however, that Sellers shall not be obligated to
pay any consideration to any third party from whom such Consent is requested. With respect to Consents required to
transfer Contracts or Permits hereunder, the condition set forth in Section 7.2(c)(viii) shall not be deemed satisfied to
the extent that such Consent contains any material modification of or other material changes to the terms and
conditions of such Contracts or Permits.

6.12 Books and Records.

(a) In order to facilitate the resolution of any claims made against or incurred by Sellers prior to the Closing, or

for any other reasonable purpose, for a period of seven (7) years after the Closing, Buyer shall:
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(1) retain the books and records (including personnel files) of each Seller relating to periods prior to the
Closing in a manner reasonably consistent with the prior practices of such Seller; and

(ii) upon reasonable notice, afford the representatives, advisors and consultants of Sellers reasonable access
(including the right to make, at Sellers expense, photocopies), during normal business hours, to such books and
records.

(b) No party shall be obligated to provide any other party with access to any books or records (including
personnel files) pursuant to this Section 6.12 where such access would violate any Law or order of any Governmental
Authority.

6.13 Warranty Obligations. Sellers shall be responsible for all warranties issued by the Sellers with respect to
products and services sold by the Business prior to the Closing Date and shall timely perform such warranty services
at its own cost. Buyer will reasonably cooperate with Seller at Seller s expense in the handling of any warranty claims.
Prior to Closing, Sellers shall, at their sole cost and expense, obtain and carry in full force and effect for the three year
(3) year period following the Closing, prepaid product liability insurance in respect of the manufacture and sale of all
products and services of the Business prior to the Closing, in the amount of at least $5 million in the aggregate, and
name Buyer and its Affiliates as additional insureds (the _Seller Product Liability Insurance ).

6.14 [Reserved.]

6.15 Collection of Accounts Receivables. The parties acknowledge and agree that accounts receivable of the
Business for periods up to the Closing (_Retained Receivables ) are not part of the Purchased Assets, and as such,
Sellers shall have the right to collect such Retained Receivables following the Closing Date; provided that, in
collecting such Retained Receivables from customers, Sellers (and its representatives) shall act in accordance with its
past practice of the Business in collecting such receivables and shall not institute any suit or proceeding against a
customer of the Business without the prior written consent with Buyer, which shall not be unreasonably withheld. All
amounts received by Buyer in respect of the Retained Receivables shall be promptly remitted to Sellers. Any amounts
received in respect of any customer shall be applied first to the oldest then outstanding receivable owed by the
applicable customer to Sellers, unless the customer designates the payment to a newer invoice.

6.16 Exclusivity. From the date hereof until the earlier of the date this Agreement is terminated and the Closing
Date, the Sellers, and their respective Affiliates, employees, agents and representatives will not (i) initiate or
encourage the initiation by others of, or engage in discussions or negotiations with, any Person or respond to
solicitations by any Person relating to any sale or other disposition of all or any material part of the Purchased Assets
or the Business, or (ii) enter into any agreement or commitment (whether or not binding) with respect to any of the
foregoing transactions. The Sellers will immediately notify Buyer if any third party attempts to initiate any
solicitation, discussion or negotiation or present any offer with respect to any of the foregoing transactions.
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6.17 Material Vendors. Prior to or at the Closing, Sellers shall satisfy all amounts due and owing as of the Closing
Date to the vendors identified on Schedule 6.17 (the _Material Vendors ). The aggregate amount required to satisfy all
amounts due and owing to the Material Vendors as of the Closing Date (including, but not limited to, any prepayment
premium or penalty, accrued interest and costs and expenses) shall constitute the _Vendor Payment Amount and shall
be deducted from the Purchase Price at Closing and paid to the Material Vendors on behalf of the applicable Seller. At
least two business days prior to Closing, Sellers shall deliver to Buyer an updated schedule setting forth the Vendor
Payment Amount.

ARTICLE VII
CONDITIONS TO CLOSING

7.1 Conditions to Obligations of All Parties. The obligations of each party to consummate the transactions
contemplated by this Agreement shall be subject to the fulfillment, at or prior to the Closing, of each of the following
conditions:

(a) No Governmental Authority shall have enacted, issued, promulgated, enforced or entered any order which is
in effect and has the effect of making the transactions contemplated by this Agreement illegal, otherwise restraining or
prohibiting consummation of such transactions or causing any of the transactions contemplated hereunder to be
rescinded following completion thereof.

(b) Sellers shall have received all consents, authorizations, orders and approvals from the Governmental
Authorities referred to in Schedule 5.5 (excluding Buyer notice requirements post-Closing), in form and substance
reasonably satisfactory to Buyer and Sellers, and no such consent, authorization, order and approval shall have been
revoked.

(c) At least twenty (20) calendar days will have passed since an Information Statement pursuant to Rule 14c-2
under the Exchange Act, which will include the information required to be disclosed on Schedule 14C, has been filed
with the SEC and transmitted to every record holder of shares of Cardo Medical from whom proxy authorization or
consent is not solicited.

(d) No action, suit, litigation or other proceeding shall be pending seeking to restrain, prevent, change or
materially delay the consummation of the transactions contemplated hereunder.

7.2 Conditions to Obligations of Buyer. The obligations of Buyer to consummate the transactions contemplated
by this Agreement shall be subject to the fulfillment or Buyer s waiver, at or prior to the Closing, of each of the
following conditions:

(a) The representations and warranties of Sellers contained in Article V shall be true and correct in all respects
as of the Closing Date with the same effect as though made at and as of such date (except those representations and
warranties that address matters only as of a specified date, which shall be true and correct in all respects as of that
specified date), except where the failure of such representations and warranties to be true and correct would not have a
Material Adverse Effect.
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(b) Sellers shall have duly performed and complied in all material respects with all agreements, covenants and
conditions required by this Agreement to be performed or complied with by Sellers prior to or on the Closing Date.
(c) Sellers shall have delivered to Buyer:

(1) a certificate, dated as of the Closing Date and signed by a duly authorized officer of each Seller, that each
of the conditions set forth in Section 7.2(a) and (b) have been satisfied.

(i1) A certificate from the Secretary of each Seller certifying on the Closing Date that the following are true,
correct and complete and attaching a copy thereof: (a) each Seller s certificate of incorporation or formation and
bylaws or operating agreement, as applicable, as in effect immediately prior to the Closing, (b) resolutions
unanimously and duly and validly adopted by each Seller s board of directors, stockholders and/or members, as
applicable, authorizing the transactions contemplated by this Agreement, (c) an incumbency certificate, and (d) a
certificate of good standing of each Seller issued by the Secretary of State of Delaware as of a date not more than ten
days prior to the Closing Date;

(iii) Payoff and release letters from the holders of indebtedness set forth on Schedule 7.2(c)(ii) that
(A) reflect amounts required to pay such indebtedness in full, and (B) provide that, upon payment in full of the
amounts indicated, all Liens held by such Person or the Purchased Assets shall be terminated, released and of no
further force or effect;

(iv) Evidence reasonably satisfactory to Buyer of the satisfaction and release of all Liens (other than
Permitted Liens) encumbering any of the Purchased Assets, except to the extent such Lien relates to an Assumed
Liability;

(v) The Bill of Sale and Assignment and Assumption Agreement, duly executed by each Seller, in
substantially the form attached hereto as Exhibit C (the _Bill of Sale );

(vi) Consulting or Employment Agreements duly executed by each of the employees of the Business
designated on Schedule 7.2(c)(vi), in each case in substantially the form attached hereto as Exhibit D (the

Consulting/Employment Agreements );

(vii) Duly executed assignments of any Seller Intangible Property and agreements to transfer ownership to
Buyer of all domain names, internet address and URL s owned or used by any Seller in the Business;

(viii) the Consents;

(ix) a duly executed estoppel certificate with respect to the Lease identified in Schedule 7.2(c)(ix), in form
and substance reasonably satisfactory to Buyer, and a sublease for such property, in substantially the form attached
hereto as Exhibit E, executed by the applicable Seller (the _Sublease );
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(x) an affidavit described in Section 1445(b)(2) of the Code from each Seller in form and substance
reasonably satisfactory to Buyer; and

(xi) such other bills of sale, assignments and other instruments of transfer or conveyance as Buyer may
reasonably request or as may otherwise be necessary to evidence and effect the sale, assignment, transfer, conveyance
and delivery of the Purchased Assets to Buyer.

(d) Buyer shall have received from Sellers evidence reasonably acceptable to Buyer of the issuance of the Seller
Product Liability Insurance.

7.3 Conditions to Obligations of Sellers. The obligations of Sellers to consummate the transactions contemplated
by this Agreement shall be subject to the fulfillment or Sellers waiver, at or prior to the Closing, of each of the
following conditions:

(a) The representations and warranties of Buyer contained in Article I'V shall be true and correct in all respects
as of the Closing Date with the same effect as though made at and as of such date (except those representations and
warranties that address matters only as of a specified date, which shall be true and correct in all respects as of that
specified date), except where the failure of such representations and warranties to be true and correct would not have a
Material Adverse Effect.

(b) Buyer shall have duly performed and complied in all material respects with all agreements, covenants and
conditions required by this Agreement to be performed or complied with by it prior to or on the Closing Date.

(c) Buyer shall have delivered to Sellers cash in an amount equal to (i) the Estimated Cash Consideration minus
the Deposit and minus the Escrow Amount by wire transfer in immediately available funds, to an account or accounts
designated by Sellers in a written notice to Buyer and (ii) the Escrow Amount to the escrow agent pursuant to the
Escrow Agreement.

(d) Buyer shall have delivered to Sellers:

(1) a certificate, dated as of the Closing Date and signed by a duly authorized officer of each of Buyer, that
each of the conditions set forth in Section 7.3(a) and (b) have been satisfied.

(ii) A certificate from the Secretary of Buyer certifying on the Closing Date that the following are true,
correct and complete and attaching a copy thereof: (a) the Buyer s incorporation documents and by-laws as in effect
immediately prior to the Closing, (b) resolutions unanimously and duly and validly adopted by Buyer s boards of
directors authorizing the transactions contemplated by this Agreement, (c) an incumbency certificate, and (d) a
certificate of good standing of Buyer issued by the Secretary of State of the State of Delaware as of a date not more
than ten days prior to the Closing Date;

(iii) The Bill of Sale, duly executed by Buyer;
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(iv) The Consulting/Employment Agreements, duly executed by Buyer;

(v) the Sublease, duly executed by Buyer; and

(vi) Such other bills of sale, assignments, assumptions and other instruments of transfer or conveyance as
Sellers may reasonably request or as may otherwise be necessary to evidence and effect the sale, assignment, transfer,
conveyance and delivery of the Purchased Assets to Buyer and the assumption of the Assumed Liabilities by Buyer.

ARTICLE VIII
NON-SURVIVAL
8.1 Non-Survival of Representations and Warranties. None of the representations or warranties set forth herein
or in any certificate delivered in connection herewith with respect to such representations or warranties shall survive
the Closing, provided however that this Section 8.1 shall not limit any covenant or agreement of any party hereto that
by its terms is to be performed after the Closing.
ARTICLE IX
TERMINATION
9.1 Termination. This Agreement may be terminated at any time prior to the Closing:
(a) by the mutual written consent of Sellers and Buyer;
(b) by Buyer by written notice to Sellers if:

(i) there has been a material breach, inaccuracy in or failure to perform any representation, warranty,
covenant or agreement made by Sellers pursuant to this Agreement that would give rise to the failure of any of the
conditions specified in Section 7.2 and such breach, inaccuracy or failure is incapable of being cured by Sellers by the
End Date (unless the failure results primarily from Buyer itself breaching any representation, warranty, covenant or
agreement made by them pursuant to this Agreement); or

(ii) any of the conditions set forth in Section 7.1 or 7.2 shall not have been fulfilled or waived by the End
Date, unless such failure shall be due to the failure of Buyer to perform or comply with any of the covenants,
agreements or conditions hereof to be performed or complied with by it prior to the Closing;

(c) by Sellers by written notice to Buyer if:

(i) there has been a material breach, inaccuracy in or failure to perform any representation, warranty,
covenant or agreement made by Buyer pursuant to this Agreement that would give rise to the failure of any of the
conditions specified in Section 7.3 and such breach, inaccuracy or failure is incapable of being cured by Buyer by the
End Date
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(unless the failure results primarily from Sellers themselves breaching any representation, warranty, covenant or
agreement made by them pursuant to this Agreement); or

(i) any of the conditions set forth in Section 7.1 or 7.3 shall not have been fulfilled by the End Date, unless
such failure shall be due to the failure of Sellers to perform or comply with any of the covenants, agreements or
conditions hereof to be performed or complied with by them prior to the Closing; or

(d) by Buyer or Sellers in the event that:

(i) there shall be any Law that makes consummation of the transactions contemplated by this Agreement
illegal or otherwise prohibited; or

(i1) any Governmental Authority shall have issued an order restraining or enjoining the transactions
contemplated by this Agreement, and such order shall have become final and nonappealable.

9.2 Effect of Termination. In the event of the termination of this Agreement in accordance with this Article, this
Agreement shall forthwith become void and there shall be no liability or obligation on the part of any party hereto
except (a) as set forth in Section 10.10 and (b) for liability for any breach of any provision hereof arising prior to such
termination in accordance with this Section. In the event this Agreement is terminated pursuant to Section 9.1 (other
than as a result of a material breach by Buyer of any of its obligations under this Agreement), the Deposit shall be
refunded to Buyer in full within two business days after the date of termination. In the event of a termination of this
Agreement as a result of a material breach of this Agreement by Buyer of its respective obligations under this
Agreement, the Deposit shall be forfeited to and retained by Sellers; provided that such forfeiture shall not limit
Sellers remedies for any damages either of them may have incurred in respect of such breach by Buyer.
Notwithstanding the foregoing, following termination of this Agreement, neither Buyer on the one hand, nor the
Sellers on the other, shall be entitled to recover any monetary damages in respect of any breach of this Agreement
prior to such termination in excess of $750,000.

ARTICLE X
GENERAL PROVISIONS

10.1 Entire Agreement; No Third Party Beneficiaries; Amendment; Waiver; Remedies. This Agreement
(including the exhibits and schedules attached hereto), the Confidentiality Agreement and the other documents
executed and delivered at the Closing pursuant hereto, contain the entire understanding of the parties in respect of the
subject matter hereof and thereof and supersede all prior agreements, representations, warranties, covenants and
understandings (oral or written) between or among the parties with respect to such subject matter. This Agreement is
not intended to confer upon any Person, other than the parties hereto, any rights or remedies hereunder. This
Agreement may not be modified, amended, supplemented, canceled or discharged and no waiver hereunder may be
granted, except by written instrument executed by all of the parties hereto. No failure to exercise, and no delay in
exercising, any right, power or privilege under this Agreement shall operate as a waiver, nor shall any single or partial

exercise of any right, power or privilege hereunder preclude the
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exercise of any other right, power or privilege. No waiver of any breach of any provision shall be deemed to be a
waiver of any preceding or succeeding breach of the same or any other provision, nor shall any waiver be implied
from any course of dealing between the parties. No extension of time for performance of any obligations or other acts
hereunder or under any other agreement shall be deemed to be an extension of the time for performance of any other
obligations or any other acts. The rights and remedies of the parties under this Agreement are in addition to all other
rights and remedies, at law or in equity, that they may have against each other.

10.2 Notices. All notices, requests, demands, claims, and other communications hereunder shall be in writing, shall
be delivered in person, by facsimile or by a nationally recognized overnight delivery and shall be deemed given
(a) when delivered in person, (b) on the business day sent by facsimile, if sent before 5 p.m. on such business day, and
if sent after 5 p.m., on the next business day, or (c) the business day after delivered to a nationally recognized
overnight courier (postage pre-paid) for next business day delivery, in each case, at the following addresses (or at such
other addresses as a party shall designate by written notice to the other party pursuant to this Section):
if to Buyer:
c/o Arthrex, Inc.
1370 Creekside Blvd.
Naples, FL 34108
Attention: Jon Cheek Vice President, Finance

Scott Price  Vice President, Legal

Facsimile: (239) 643-5553
with copies (that shall not constitute notice) to:
McDermott Will & Emery LLP
227 West Monroe St.
Chicago, IL 60606
Attention: Scott Williams
Facsimile: (312) 984-7700
if to Sellers:
Cardo Medical, Inc.
10 Clifton Blvd.
Suite B1
Clifton NJ 07011
Attn: Andrew Brooks, M.D.
Facsimile: (310) 861-5299
with copies (that shall not constitute notice) to:
4400 Biscayne Blvd.
6th Floor
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Miami, FL 33137
Attention: Joshua Weingard
Facsimile: 305-575-4130
and

Akerman Senterfitt

One SE third Ave.

Suite 2500

Miami, FL 33131
Attention: Mary V. Carroll
Facsimile: (305) 349-4764

10.3 Expenses; Legal Fees. In connection with this Agreement or any transaction contemplated hereby, each party
shall pay its respective expenses, including, but not limited to, legal, accounting, brokers and investment banking fees
and expenses. In the event of any dispute relating to this Agreement, the non-prevailing party shall pay the expenses
and costs of the prevailing party, including but not limited to legal fees and costs.

10.4 Binding Effect; Assignment. The rights and obligations of this Agreement shall bind and inure to the benefit
of the parties and their respective successors and assigns and shall be enforceable by any such successors and assigns.
This Agreement and any rights and obligations hereunder (a) may not be assigned by Buyer without the prior written
consent of Sellers and (b) may not be assigned by either Seller without the prior written consent of Buyer, in each
case, which will not be unreasonably withheld; provided, however, that Buyer may without the consent of Sellers
(1) assign any or all of its rights and interests hereunder to one or more of its Affiliates and designate one or more of
its Affiliates to perform its obligations hereunder (in any or all of which cases Buyer nonetheless shall remain
responsible for the performance of all of its obligations hereunder), (ii) assign its rights under this Agreement for
collateral security purposes to any lenders providing financing to Buyer or any of its Subsidiaries or Affiliates, or
(iii) assign its rights (or any portion thereof) under this Agreement to any Asset Purchaser subject to the terms of
Section 2.2; and provided further that each Seller may without the consent of Buyer assign any or all of its rights and
interests hereunder to one or more of its Affiliates and designate one or more of its Affiliates to perform its obligations
hereunder (in any or all of which cases such Seller nonetheless shall remain responsible for the performance of all of
its obligations hereunder) (provided that Seller may not, without the prior written consent of Buyer, assign any or all
of its rights and interests in the Royalty to one or more of its Affiliates in a manner that results in either (x) there being
more than one payee with respect to the Royalty or (y) Buyer being required to comply with federal or state securities
Laws with respect to the issuance or transfer of the Royalty)).

10.5 Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be an
original but all of which together shall constitute one and the same instrument. A facsimile or .pdf signature of any
party shall be considered to have the same binding legal effect as an original signature.
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10.6 Severability. If any word, phrase, sentence, clause, section, subsection or provision of this Agreement as
applied to any party or to any circumstance is adjudged by a court to be invalid or unenforceable, the same will in no
way affect any other circumstance or the validity or enforceability of any other word, phrase, sentence, clause, section,
subsection or provision of this Agreement.

10.7 Interpretation. When a reference is made in this Agreement to an article, section, paragraph, clause, schedule
or exhibit, such reference shall be deemed to be to this Agreement unless otherwise indicated. The headings contained
herein and on the schedules are for reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement or the schedules. Whenever the words include, includes or including are used in this
Agreement, they shall be deemed to be followed by the words without limitation. As used herein, words in the
singular will be held to include the plural and vice versa (unless the context otherwise requires), words of one gender
shall be held to include the other gender (or the neuter) as the context requires, and the terms hereof , herein , and

herewith and words of similar import will, unless otherwise stated, be construed to refer to this Agreement as a whole
and not to any particular provision of this Agreement.
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