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Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date
of this Registration Statement and the satisfaction or waiver of all other conditions to the Merger described in the
proxy statement/prospectus.

If the securities being registered on this Form are to be offered in connection with the formation of a holding company
and there is compliance with General Instruction G, check the following box. o

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer o Non-accelerated filer o Smaller reporting company p
(Do not check if a smaller reporting company)

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. The prospectus is not an offer
to sell these securities and is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

SUBJECT TO COMPLETION, DATED May 5, 2009

PROXY STATEMENT/PROSPECTUS OF ENDOCARE, INC.
To the Stockholders of Endocare, Inc. and the Shareholders of Galil Medical Ltd.:

On November 10, 2008, Endocare, Inc. ( Endocare ), and Galil Medical Ltd. ( Galil ), entered into an Agreement and
Plan of Merger (as amended, the Merger Agreement ) pursuant to which Orange Acquisitions Ltd., a wholly owned
subsidiary of Endocare ( Merger Sub ), will merge with and into Galil, with Galil continuing after the merger as the
surviving company and a wholly owned subsidiary of Endocare (the Merger ).

At the effective time of the Merger, each outstanding ordinary share of Galil will be converted into the right to receive
the number of shares of Endocare common stock equal to the product of (1) the sum of the number of shares of
Endocare common stock outstanding and the number of shares of Endocare common stock subject to in-the-money
options immediately prior to the effective time of the Merger and (2) the exchange ratio of 0.923077, divided by the
total number of Galil ordinary shares outstanding and the number of ordinary shares of Galil subject to in-the-money
options immediately prior to the effective time of the Merger. It is expected that 11,199,195 shares of Endocare
common stock will be issued in the Merger, including the shares that will be deposited into escrow pursuant to the
Merger Agreement (the Escrow Shares ). The exact conversion ratio cannot be calculated until immediately prior to the
effective time of the Merger, but it is expected that approximately 33.0 ordinary shares of Galil will be converted into
one share of Endocare common stock. Immediately following the effective time of the Merger and attributing
ownership to Galil s shareholders of the Escrow Shares, Galil s shareholders will own approximately 48%, and
Endocare s existing stockholders will own approximately 52%, of Endocare s common stock, without giving effect to
the shares issuable pursuant to the concurrent financing described below. The Merger will have no effect on the
number of shares of common stock of Endocare owned by existing Endocare stockholders. Subject to receipt of
regulatory approvals, including the closing of the pending investigation by the United States Federal Trade
Commission (the FTC ), and approvals by Endocare stockholders and Galil shareholders, we are seeking to close the
Merger in the second quarter of 2009. Either party may terminate the Merger Agreement, without penalty, if the
Merger has not been consummated by June 30, 2009.

Concurrent with the execution of the Merger Agreement, Endocare and certain existing institutional accredited
stockholders of Endocare and Galil entered into a stock purchase agreement (the Stock Purchase Agreement ), relating
to the private placement by Endocare of up to 16,250,000 shares of Endocare common stock at a purchase price of
$1.00 per share (the Financing ). The offering proceeds to Endocare from the Financing are expected to be
$16,250,000. The closing of the Financing is subject to the concurrent closing of the Merger and certain other
conditions. Upon consummation of the Merger and the Financing and attributing ownership to Galil s shareholders of
the Escrow Shares, existing Endocare stockholders are expected to own approximately 38.5% of Endocare s
outstanding common stock and the shareholders of Galil are expected to own approximately 61.5% of Endocare s
outstanding common stock. As a result, the Merger will be accounted for as a reverse acquisition and equity
recapitalization in accordance with U.S. generally accepted accounting principles. Under this method of accounting,
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after completion of the Merger and the Financing, Endocare will be treated as the acquired company for financial
accounting and reporting purposes, and the combined entity s results of operations prior to completion of the Merger
will be those of Galil.

Endocare s common stock is currently listed on the NASDAQ Capital Market under the symbol ENDO. On April 29,
2009, the latest practicable date prior to the date of this proxy statement/prospectus, the closing sale price per share of
Endocare s common stock as reported on the NASDAQ Capital Market was $0.97 per share.

Endocare is holding a special meeting of its stockholders to obtain stockholder approval of the issuance of shares of
Endocare common stock in the Merger and the Financing in order to comply with the requirements of NASDAQ
Marketplace Rule 5635(a)(1). At the special meeting, which will be held at 11:00 a.m., local time, on Friday, June 5,
2009, at the principal executive offices of Endocare located at 201 Technology Drive, Irvine, California 92618, unless
postponed or adjourned to a later date, Endocare will ask its stockholders to approve (i) the issuance of shares of
Endocare common stock in the Merger pursuant to the Merger Agreement, (ii) the issuance of up to 16,250,000 shares
of Endocare common stock pursuant to the Stock Purchase Agreement, (iii) the Endocare, Inc. 2009 Stock Incentive
Plan, (iv) an amendment to Endocare s Restated Certificate of Incorporation, as amended, to increase the total number
of shares of capital stock that Endocare is authorized to issue, and (v) an adjournment of the special meeting, if
necessary, to solicit additional proxies if there are not sufficient votes in favor of Proposals 1 through 4. Endocare s
board of directors unanimously recommends that Endocare s stockholders vote FOR each of the proposals.
However, on April 9, 2009, Endocare received a written proposal from HealthTronics, Inc. ( HealthTronics ), offering
to purchase all of Endocare s outstanding common stock for $1.25 per share, with Endocare stockholders having the
ability to elect to receive either cash or HealthTronics common stock as consideration (the April 2009 HealthTronics
Proposal ). The proposal is subject to negotiation of a definitive written agreement and due diligence. The Endocare
board of directors has had preliminary discussions regarding the April 2009 HealthTronics Proposal, in consultation
with Endocare s management and legal and financial advisors. The Endocare board of directors has determined that the
April 2009 HealthTronics Proposal could reasonably be expected to lead to a Superior Proposal as defined in the
Merger Agreement and is in the process of further evaluating the April 2009 HealthTronics Proposal, including
conducting due diligence and collecting other information appropriate for such evaluation. The Endocare board of
directors has not determined that the April 2009 HealthTronics Proposal is in fact a Superior Proposal. At this time,
the Endocare board of directors continues to believe that the Merger with Galil is in the best interests of Endocare and
its stockholders. However, in the exercise of its fiduciary duties, the Endocare board of directors believes that a full
assessment of the April 2009 HealthTronics Proposal should be conducted before making any final determination
regarding the April 2009 HealthTronics Proposal. Upon concluding its evaluation of the April 2009 HealthTronics
Proposal, should the Endocare board of directors determine that the April 2009 HealthTronics Proposal is not a
Superior Proposal under the Merger Agreement, the Endocare board of directors will promptly provide Endocare s
stockholders with all additional information material to such stockholders regarding its evaluation, including the
reasons underlying the Endocare board of directors conclusions regarding the Galil Merger and the April 2009
HealthTronics Proposal and the advantages of the Galil Merger over the April 2009 HealthTronics Proposal, through
the filing and distribution to Endocare stockholders of a prospectus supplement to the Form S-4 of which this proxy
statement/prospectus forms a part. The Endocare board of directors expects to complete its evaluation by May 15,
2009 which will provide Endocare stockholders with a reasonable amount of time to receive and review the
prospectus supplement containing the Endocare board of directors conclusions regarding the Galil Merger and the
April 2009 HealthTronics Proposal and to submit their proxies prior to the Endocare special meeting. In the event that
the Endocare board of directors final determination with respect to the April 2009 HealthTronics Proposal is delayed,
Endocare will allow at least 10 calendar days from the date the prospectus supplement is mailed prior to holding its
special meeting, even if such delay requires Endocare to temporarily postpone the special meeting. Endocare
stockholders should understand that, until they have received the prospectus supplement, they may not have
the most up-to-date information regarding the Endocare board of directors evaluation of the April 2009
HealthTronics Proposal and should consider waiting to provide their proxies for the Endocare special meeting
until the Endocare board of directors announces its determination with respect to the April 2009 HealthTronics
Proposal. There can be no assurances that the Endocare board of directors will determine that the April 2009
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HealthTronics Proposal constitutes a Superior Proposal or, if it makes such a determination, that a transaction with
HealthTronics will be consummated.

Galil is holding a special general meeting and class meetings of shareholders in order to obtain the requisite
shareholder approval necessary to complete the Merger. At the special general meetings and the class meetings, which
will be held at 5:00 p.m., local time, on Thursday, May 14, 2009, at the office of Galil located at Tavor Building 1,
Industrial Park, Yokneam 20692, Israel, unless postponed or adjourned to a later date, Galil will ask its shareholders
to approve (i) the Merger and the Merger Agreement, the Stock Purchase Agreement, a Pre-Closing Shareholders
Agreement among Galil and certain major shareholders of Galil and all other ancillary agreements to the Merger
Agreement and the transactions contemplated thereby, (ii) certain amendments to the Articles of Association of Galil
to be effective immediately prior to the closing of the Merger, (iii) the cancellation of any shares of Galil held in the
treasury of Galil or owned by Galil immediately prior to the closing of the Merger, (iv) the grant to certain senior
employees of Galil of certain bonus payments and retention packages, (v) the replacement of the Articles of
Association of Galil with new Articles of Association as of the effective time of the Merger, and (vi) the designation
of Martin J. Emerson as agent and proxy for the purposes of proxies executed by optionees of Galil. Galil s board of
directors unanimously recommends that Galil s shareholders vote FOR each of the proposals.

More information about Endocare, Galil, the Merger, the Merger Agreement, the Financing and the Stock Purchase
Agreement is contained in the accompanying proxy statement/prospectus. Endocare encourages you to read the
proxy statement/prospectus carefully and in its entirety. IN PARTICULAR, YOU SHOULD CAREFULLY
CONSIDER THE MATTERS DISCUSSED UNDER RISK FACTORS BEGINNING ON PAGE 12.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved the transactions described in this proxy statement/prospectus or the Endocare common stock to be
issued pursuant to the Merger Agreement or the Stock Purchase Agreement or passed upon the adequacy or
accuracy of this proxy statement/prospectus. Any representation to the contrary is a criminal offense.

This proxy statement/prospectus is dated May 5, 2009, and is first being mailed on or about May 7, 2009.
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ENDOCARE, INC.
201 Technology Drive
Irvine, California 92618

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

To Be Held On June 5, 2009
Dear Stockholder of Endocare, Inc.:

NOTICE IS HEREBY GIVEN that a special meeting of stockholders of Endocare, Inc., a Delaware corporation
( Endocare ), will be held at the principal executive offices of Endocare located at 201 Technology Drive, Irvine, CA
92618, on Friday, June 5, 2009 at 11:00 a.m., local time for the following purposes:

1. To consider and vote upon a proposal to issue shares of Endocare common stock, par value $0.001 per share,
pursuant to the Agreement and Plan of Merger by and among Endocare, Orange Acquisitions Ltd., Endocare s wholly
owned merger subsidiary, and Galil Medical Ltd. ( Galil ), pursuant to which Endocare would acquire Galil through a
merger of Orange Acquisitions Ltd. with and into Galil so that Galil becomes a wholly owned subsidiary of Endocare
(the Merger );

2. To consider and vote upon a proposal to issue up to 16,250,000 shares of Endocare common stock, pursuant to the
Stock Purchase Agreement by and among Endocare and certain existing institutional stockholders of Endocare and
Galil;

3. To consider and vote upon a proposal to approve the Endocare, Inc. 2009 Stock Incentive Plan;

4. To consider and vote upon a proposal to amend Endocare s Restated Certificate of Incorporation, as amended, to
increase the total number of shares of capital stock that Endocare is authorized to issue from 51,000,000 shares to
76,000,000 shares by increasing the total number of authorized shares of common stock from 50,000,000 shares to

75,000,000 shares;

5. To consider and vote upon an adjournment of the special meeting, if necessary, to solicit additional proxies if there
are not sufficient votes in favor of the foregoing proposals; and

6. To transact such other business that properly comes before the meeting or any adjournment or postponement
thereof.

Endocare s board of directors unanimously recommends that you vote FOR each of the proposals.

The approval of both Proposals 1 and 2 is required for completion of the Merger. In addition, unless the
Merger is completed, neither the Endocare, Inc. 2009 Stock Incentive Plan nor the amendment to Endocare s
Restated Certificate of Incorporation, as amended, will be implemented, whether or not approved by the
Endocare stockholders.

Table of Contents 7



Edgar Filing: ENDOCARE INC - Form S-4/A

On April 9, 2009, Endocare received a written proposal from HealthTronics, offering to purchase all of Endocare s
outstanding common stock for $1.25 per share, with Endocare stockholders having the ability to elect to receive either
cash or HealthTronics common stock as consideration. The proposal is subject to negotiation of a definitive written
agreement and due diligence. The Endocare board of directors has had preliminary discussions regarding the April
2009 HealthTronics Proposal, in consultation with Endocare s management and legal and financial advisors. The
Endocare board of directors has determined that the April 2009 HealthTronics Proposal could reasonably be expected
to lead toa Superior Proposal as defined in the Merger Agreement and is in the process of further evaluating the April
2009 HealthTronics Proposal, including conducting due diligence and collecting information appropriate for such
evaluation. The Endocare board of directors has not determined that the April 2009 HealthTronics Proposal is in fact a
Superior Proposal. At this time, the Endocare board of directors continues to believe that the Merger with Galil is in
the best interests of Endocare and its stockholders. However, in the exercise of its fiduciary duties, the Endocare board
of directors believes that a full assessment of the April 2009
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HealthTronics Proposal should be conducted before making any final determination regarding the April 2009
HealthTronics Proposal. Upon concluding its evaluation of the April 2009 HealthTronics Proposal, should the
Endocare board of directors determine that the April 2009 HealthTronics Proposal is not a Superior Proposal under the
Merger Agreement, the Endocare board of directors will promptly provide Endocare s stockholders with all additional
information material to such stockholders regarding its evaluation, including the reasons underlying the Endocare
board of directors conclusions regarding the Galil Merger and the April 2009 HealthTronics Proposal and the
advantages of the Galil Merger over the April 2009 HealthTronics Proposal, through the filing and distribution to
Endocare stockholders of a prospectus supplement to the Form S-4 of which this proxy statement/prospectus forms a
part. The Endocare board of directors expects to complete its evaluation by May 15, 2009 which will provide
Endocare stockholders with a reasonable amount of time to receive and review the prospectus supplement containing
the Endocare board of directors conclusions regarding the Galil Merger and the April 2009 HealthTronics Proposal
and to submit their proxies prior to the Endocare special meeting. In the event that the Endocare board of directors
final determination with respect to the April 2009 HealthTronics Proposal is delayed, Endocare will allow at least 10
calendar days from the date the prospectus supplement is mailed prior to holding its special meeting, even if such
delay requires Endocare to temporarily postpone the special meeting. Endocare stockholders should understand that,
until they have received the prospectus supplement, they may not have the most up-to-date information regarding the
Endocare board of directors evaluation of the April 2009 HealthTronics Proposal and should consider waiting to
provide their proxies for the Endocare special meeting until the Endocare board of directors announces its
determination with respect to the April 2009 HealthTronics Proposal. There can be no assurances that the Endocare
board of directors will determine that the April 2009 HealthTronics Proposal constitutes a Superior Proposal or, if it
makes such a determination, that a transaction with HealthTronics will be consummated.

The foregoing items of business are more fully described in the proxy statement/prospectus accompanying this Notice.
Only stockholders of record at the close of business on April 29, 2009 will be entitled to vote at the special meeting.
Our stock transfer books will remain open between the record date and the date of the special meeting. A list of
stockholders entitled to vote at the special meeting will be available for inspection at our principal executive offices.

All stockholders are cordially invited to attend the special meeting in person. Whether or not you plan to attend
the special meeting in person, please cast your proxy vote promptly by Internet, telephone or mail. Voting
instructions are included with your proxy card. Should you receive more than one proxy card because your
shares are registered in different names or addresses, each proxy card should be voted to assure that all your
shares are included in the vote. You may revoke your proxy vote at any time prior to the special meeting by
following the instructions in the proxy statement/prospectus. If you attend the special meeting and vote by
ballot, then your proxy vote will be revoked automatically and only your vote by ballot at the special meeting
will be counted. Regardless of the number of shares of Endocare you own or whether or not you plan to attend
the meeting, it is important that your shares be represented and voted.

By order of the board of directors of Endocare, Inc.,
Clint B. Davis
Senior Vice President, Legal Affairs,

General Counsel and Secretary

Irvine, California
May 5, 2009
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YOUR VOTE IS VERY IMPORTANT, REGARDLESS OF THE NUMBER OF SHARES YOU OWN. WE
ENCOURAGE YOU TO READ THE ATTACHED PROXY STATEMENT/PROSPECTUS CAREFULLY
AND IN ITS ENTIRETY AND CAST YOUR PROXY VOTE AS PROMPTLY AS POSSIBLE.
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ADDITIONAL INFORMATION

This proxy statement/prospectus incorporates important business and financial information about Endocare that is not
included in or delivered with this proxy statement/prospectus. Endocare will provide without charge this information
and any and all of the documents referred to herein to each person to whom a copy of this proxy statement/prospectus
has been delivered, who makes a written or oral request by writing or calling Endocare at the following address or
telephone number.

Corporate Secretary
Endocare, Inc.
201 Technology Drive
Irvine, California 92618
(949) 450-5400

If you would like to request any documents, please do so by May 7, 2009, in order to ensure timely delivery
before the Galil shareholder meetings.

This proxy statement/prospectus forms a part of a registration statement on Form S-4 (Registration No. 333-156921),
filed by Endocare with the United States Securities and Exchange Commission (the SEC ). It constitutes a prospectus
of Endocare under Section 5 of the Securities Act of 1933, as amended (the Securities Act ), and the rules thereunder,
with respect to the shares of Endocare common stock to be issued to holders of shares of Galil in the Merger. In
addition, it constitutes a proxy statement under Section 14(a) of the Securities Exchange Act of 1934, as amended (the
Exchange Act ), and the rules thereunder, and a notice of meeting with respect to the special meeting of stockholders at
which Endocare s stockholders will consider and vote on the proposals to approve the issuance of Endocare common
stock issuable to the holders of Galil shares pursuant to the Merger Agreement, to approve the issuance of Endocare
common stock issuable pursuant to the Stock Purchase Agreement, to approve the Endocare, Inc. 2009 Stock
Incentive Plan, to approve an amendment to Endocare s Restated Certificate of Incorporation, as amended, to increase
the total number of shares of capital stock that Endocare is authorized to issue, and to approve an adjournment of the
special meeting, if necessary, to solicit additional proxies if there are not sufficient votes in favor of Proposals 1
through 4, each as described in this proxy statement/prospectus. This proxy statement/prospectus does not constitute a
prospectus of Galil or a proxy statement of Galil and is not being distributed to Galil shareholders for the purpose of
soliciting proxies for the special general meeting and class meetings of Galil shareholders referred to herein.

You should rely only on the information contained in this proxy statement/prospectus or on information to which
Endocare has referred you. Endocare has not authorized anyone else to provide you with any information. Endocare
provided the information concerning Endocare, and Galil provided the information concerning Galil, appearing in this
proxy statement/prospectus.
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QUESTIONS AND ANSWERS ABOUT THE SPECIAL MEETINGS AND THE TRANSACTIONS

The following section provides answers to frequently asked questions about the Endocare special meeting of
stockholders and the Galil special general and class meetings of shareholders. This section, however, only provides
summary information. These questions and answers do not address all issues that may be important to you as a
stockholder of Endocare or shareholder of Galil. We encourage you to read this proxy statement/prospectus carefully
and in its entirety, including each of the annexes.

Q.

A.

What are the proposed transactions?

Merger: 1t is proposed that Endocare will acquire Galil through a merger of Orange Acquisitions Ltd., a newly
formed, wholly owned subsidiary of Endocare, with and into Galil so that Galil becomes a wholly owned
subsidiary of Endocare after the Merger. Immediately after the Merger, but prior to the Financing, and attributing
ownership to Galil s shareholders of the Escrow Shares, Endocare s existing stockholders are expected to own
approximately 52.0% of the outstanding shares of common stock of Endocare and Galil shareholders are
expected to own approximately 48.0% of the outstanding shares of Endocare common stock.

Financing: On November 10, 2008, concurrent with the execution of the Merger Agreement, Endocare and
certain existing institutional accredited stockholders of Endocare and Galil entered into a Stock Purchase
Agreement relating to the private placement by Endocare of up to 16,250,000 shares of Endocare common stock
at a purchase price of $1.00 per share. The offering proceeds to Endocare are expected to be approximately
$16,250,000. Upon consummation of the Merger and the Financing, and attributing ownership to Galil s
shareholders of the Escrow Shares, existing Endocare stockholders are expected to own approximately 38.5% of
the outstanding shares of common stock of Endocare and the shareholders of Galil are expected to own
approximately 61.5% of the outstanding shares of common stock of Endocare. The Stock Purchase Agreement is
subject to the concurrent closing of the Merger and certain other conditions, including the sale of shares with a
minimum aggregate purchase price of $12,000,000 and that Endocare s common stock remains listed on the
NASDAQ Capital Market or the Over-The-Counter Bulletin Board.

What will Endocare stockholders and Galil shareholders receive in the Merger?

Endocare stockholders: The Merger will have no effect on the number of shares of common stock of Endocare
owned by existing Endocare stockholders.

Galil shareholders: The Merger Agreement provides that at the effective time of the Merger, each outstanding
ordinary share of Galil will be converted into the right to receive the number of shares of Endocare common
stock equal to the product of (1) the sum of the number of shares of Endocare common stock outstanding and the
number of shares of Endocare common stock subject to in-the-money options immediately prior to the effective
time of the Merger and (2) the exchange ratio of 0.923077, divided by the total number of Galil ordinary shares
outstanding and the number of ordinary shares of Galil subject to in-the-money options immediately prior to the
effective time of the Merger. The exact conversion ratio cannot be calculated until immediately prior to the
effective time of the Merger, but it is expected that approximately 33.0 ordinary shares of Galil will be converted
into one share of Endocare common stock.

Why will an escrow be established for the Escrow Shares upon consummation of the Merger and how will
it operate?
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Pursuant to the Merger Agreement, at the closing of the Merger, Endocare will deduct from the Merger
consideration payable to the Galil shareholders and deposit with Deutsche Bank National Trust Company, as
escrow agent, the number of shares of Endocare common stock equal to 7.5% of the total number of shares of
Endocare common stock comprising the Merger consideration rounded down to the nearest whole share. The
number of shares of Endocare common stock currently expected to be deposited into escrow is 839,940 shares.
‘While the shares are held in escrow, Galil shareholders will be entitled to vote the Escrow Shares otherwise
payable to such shareholders and to any cash dividends paid on such Escrow Shares at the time such dividends
are paid. The Escrow Shares will be available to satisfy the indemnification obligations under the Merger
Agreement. Pursuant to the Merger Agreement, Endocare will generally be indemnified, solely to the extent of
the Escrow Shares, for damages that Endocare incurs arising from a breach or inaccuracy of Galil s
representations and warranties or a breach of any of Galil s covenants prior to consummation of the Merger, and
for any damages that Endocare incurs arising from taxes of Galil attributable to taxable periods ending on or
before the consummation of the Merger. In the event that the parties are unable to agree upon matters relating to
the indemnification

il
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procedures, such matters will be determined by an impartial arbitrator pursuant to the dispute resolution
provisions of the Merger Agreement. Pursuant to the Merger Agreement, any claim against the Escrow Shares
must be made on or before the date on which Endocare is required to file with the SEC its Annual Report on
Form 10-K for the fiscal year ended December 31, 2009 (without regard to any extensions), or March 31, 2010.
Escrow Shares remaining in the escrow after settlement of all claims will be distributed to Galil s former
shareholders based on their proportionate holdings of Galil shares at the time of consummation of the Merger.

Q. When do you expect the Merger to be completed?

A. Subject to receipt of regulatory approvals, including the closing of the pending investigation by the FTC and
approvals by Endocare stockholders and Galil shareholders, we anticipate that consummation of the Merger will
occur in the second quarter of 2009, as promptly as practicable after the special meetings and following
satisfaction or waiver of all closing conditions. However, the exact timing of the consummation of the Merger is
not yet known. See the section entitled The Merger Agreement Conditions to the Completion of the Merger
beginning on page 72 of this proxy statement/prospectus.

Q. When is the Endocare special stockholder meeting?

A. The special meeting of Endocare s stockholders held to vote on the proposals will be held at 11:00 a.m., local
time, on Friday, June 5, 2009 at:

Endocare, Inc.
201 Technology Drive
Irvine, California 92618

At the special meeting, Endocare stockholders may cast one vote per share of Endocare common stock held by
them on the close of business on April 29, 2009, the record date for the special meeting. As of the record date,
11,925,244 shares of Endocare common stock were outstanding and entitled to vote. Proposals 1, 2, 3 and 5 to be
voted upon by Endocare s stockholders will require the approval by holders of a majority of the shares of
Endocare common stock present in person or by proxy and voting at the Endocare special meeting called to vote
on such proposals at which a quorum is present. A quorum for the special meeting is the presence of Endocare
stockholders representing more than 50% of the shares eligible to vote at the meeting. Proposal 4 to be voted
upon by Endocare stockholders will require approval of the holders of a majority of the outstanding shares of
Endocare common stock entitled to vote as of the record date.

Q. When are the Galil special general and class shareholder meetings?

A. The special general meeting of Galil s shareholders held to vote on the proposals will be held at 5:00 p.m., local
time, on Thursday, May 14, 20009.

The class meeting of the holders of Galil s issued and outstanding ordinary shares held to vote on the proposals
will be held at 5:30 p.m., local time, on Thursday, May 14, 2009.

The class meeting of the holders of Galil s issued and outstanding Series A-1 Preferred Shares held to vote on the
proposals will be held at 6:00 p.m., local time, on Thursday, May 14, 2009.

The class meeting of the holders of Galil s issued and outstanding Series A-2 Preferred Shares held to vote on the
proposals will be held at 6:30 p.m., local time, on Thursday, May 14, 2009.
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The special general meeting and each of the class meetings will be held at Galil s office located at:

Galil Medical Ltd.
Tavor Building 1
Industrial Park
Yokneam 20692
Israel

At the special general meeting, Galil shareholders may cast one vote per each ordinary share of Galil held by
them on the date of the special general meeting and a number of votes equal to the number of ordinary shares into
which any Series A-1 Preferred Share or any Series A-2 Preferred Share held by such shareholders is then
convertible pursuant to Amended and Restated Articles of Association of Galil as of the date of the special
general meeting. At each class meeting, Galil shareholders may cast one vote per each ordinary share, or

Series A-1 Preferred Share, or Series A-2 Preferred Share, as applicable, held by them on the date of the
applicable class meeting. The proposals to be voted upon by Galil s shareholders will require the approval by
holders of at least 75% of Galil s issued and outstanding ordinary shares, at least 75% of Galil s issued and

iii
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outstanding Series A-1 Preferred Shares and at least 75% of Galil s issued and outstanding Series A-2 Preferred
Shares. A quorum for each class meeting is the presence, in person or by proxy, of Galil shareholders
representing at least 50% of the shares eligible to vote at such class meeting. In addition, the proposals to be
voted upon by Galil s shareholders will require the approval of at least 75% of the holders of Galil s issued and
outstanding ordinary shares, Series A-1 Preferred Shares and Series A-2 Preferred Shares, voting collectively on
an as-converted basis. A quorum for the special general meeting is the presence, in person or by proxy, of:

(1) Galil shareholders representing at least 50% of the issued and outstanding share capital of Galil (determined
on as converted basis), and (ii) shareholder(s) holding at least a majority of the Series A-1 Preferred Shares.

Q. What do I need to do now?

A. Endocare stockholders: We encourage you to read this proxy statement/prospectus carefully and in its entirety,
including each of the annexes, and to consider how the issuance of shares pursuant to the Merger Agreement and
Stock Purchase Agreement affects you. If your shares are registered directly in your name, you may vote in one
of four different ways. First, you can provide your proxy instructions over the Internet at www.proxyvote.com, by
following the instructions you will find there. Second, you can provide your proxy instructions by telephone at
1-800-690-6903, by following instructions. Third, you can complete, date and sign the enclosed proxy card and
mail it in the enclosed postage-paid envelope. Alternatively, you can deliver your completed proxy card in person
or vote by completing a ballot in person at the special meeting.

Galil shareholders: We encourage you to read this proxy statement/prospectus carefully and in its entirety,
including each of the annexes, and to consider how the approval of the Merger Agreement affects you. You may
vote in person or by proxy (as set forth in Galil s Amended and Restated Articles of Association) at the special
general meeting and the applicable class meeting(s). Galil is not soliciting proxies in connection with the special
general meeting or any of the class meetings.

If the Merger is completed, Galil shareholders will have to surrender their certificates representing Galil shares in
order to receive the Endocare common stock that they are entitled to receive in the Merger. Galil shareholders do
not need to do this now, but will receive written instructions upon completion of the Merger.

Q. How does the Board of Directors of Endocare recommend the Endocare stockholders vote?

A. After careful consideration, Endocare s board of directors unanimously recommends that Endocare s stockholders
vote:

FOR Proposal 1 to approve the issuance of shares of Endocare common stock in the Merger pursuant to the
Merger Agreement;

FOR Proposal 2 to approve the issuance of up to 16,250,000 shares of Endocare common stock pursuant to the
Stock Purchase Agreement;

FOR Proposal 3 to approve the Endocare, Inc. 2009 Stock Incentive Plan;
FOR Proposal 4 to approve an amendment to Endocare s Restated Certificate of Incorporation, as amended, to
increase the total number of shares of capital stock that Endocare is authorized to issue from 51,000,000 shares to

76,000,000 shares by increasing the total number of authorized shares of common stock from 50,000,000 shares
to 75,000,000 shares; and
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FOR Proposal 5 to approve an adjournment of the special meeting, if necessary, to solicit additional proxies if
there are not sufficient votes in favor of Proposals 1 through 4.

The approval of both Proposals 1 and 2 is required for completion of the Merger. In addition, unless the
Merger is completed, neither the Endocare, Inc. 2009 Stock Incentive Plan nor the amendment to
Endocare s Restated Certificate of Incorporation, as amended, will be implemented, whether or not
approved by the Endocare stockholders.

On April 9, 2009, Endocare received a written proposal from HealthTronics, offering to purchase all of
Endocare s outstanding common stock for $1.25 per share, with Endocare stockholders having the ability to
elect to receive either cash or HealthTronics common stock as consideration. The proposal is subject to
negotiation of a definitive written agreement and due diligence. The Endocare board of directors has had
preliminary discussions regarding the April 2009 HealthTronics Proposal, in consultation with Endocare s

management and legal and financial advisors. The Endocare board of directors has determined that the April
2009 HealthTronics Proposal could reasonably be expected to lead to a Superior Proposal as defined in the

Merger Agreement and is in the process of further evaluating the April 2009

v

Table of Contents

19



Edgar Filing: ENDOCARE INC - Form S-4/A

Table of Contents

HealthTronics Proposal, including conducting due diligence and collecting other information appropriate for
such evaluation. The Endocare board of directors has not determined that the April 2009 HealthTronics
Proposal is in fact a Superior Proposal. At this time, the Endocare board of directors continues to believe that
the Merger with Galil is in the best interests of Endocare and its stockholders. However, in the exercise of its
fiduciary duties, the Endocare board of directors believes that a full assessment of the April 2009
HealthTronics Proposal should be conducted before making any final determination regarding the April 2009
HealthTronics Proposal. Upon concluding its evaluation of the April 2009 HealthTronics Proposal, should the
Endocare board of directors determine that the April 2009 HealthTronics Proposal is not a Superior Proposal
under the Merger Agreement, the Endocare board of directors will promptly provide Endocare s stockholders
with all additional information material to such stockholders regarding its evaluation, including the reasons
underlying the Endocare board of directors conclusions regarding the Galil Merger and the April 2009
HealthTronics Proposal and the advantages of the Galil Merger over the April 2009 HealthTronics Proposal,
through the filing and distribution to Endocare stockholders of a prospectus supplement to the Form S-4 of
which this proxy statement/prospectus forms a part. The Endocare board of directors expects to complete its
evaluation by May 15, 2009 which will provide Endocare stockholders with a reasonable amount of time to
receive and review the prospectus supplement containing the Endocare board of directors conclusions
regarding the Galil Merger and the April 2009 HealthTronics Proposal and to submit their proxies prior to the
Endocare special meeting. In the event that the Endocare board of directors final determination with respect to
the April 2009 HealthTronics Proposal is delayed, Endocare will allow at least 10 calendar days from the date
the prospectus supplement is mailed prior to holding its special meeting, even if such delay requires Endocare
to temporarily postpone the special meeting. Endocare stockholders should understand that, until they have
received the prospectus supplement, they may not have the most up-to-date information regarding the
Endocare board of directors evaluation of the April 2009 HealthTronics Proposal and should consider waiting
to provide their proxies for the Endocare special meeting until the Endocare board of directors announces its
determination with respect to the April 2009 HealthTronics Proposal. There can be no assurances that the
Endocare board of directors will determine that the April 2009 HealthTronics Proposal constitutes a Superior
Proposal or, if it makes such a determination, that a transaction with HealthTronics will be consummated.

Q. Why is Endocare providing this proxy statement/prospectus while the Endocare board of directors is still
in the process of evaluating the April 2009 HealthTronics Proposal?

A. Pursuant to the terms of the Merger Agreement, either party may terminate the Merger Agreement, without
penalty, if the Merger has not been consummated by June 30, 2009, and pursuant to Israeli law, Endocare and
Galil must wait 30 days from the date Galil s shareholders approve the Merger before the Merger can be
consummated. In addition, all of the conditions to the closing of the Merger set forth in the Merger Agreement
must be met prior to consummation, including obtaining the approval of Endocare s stockholders and Galil s
shareholders. In light of these time constraints and conditions to closing, Endocare is providing this proxy
statement/prospectus while the Endocare board of directors is still in the process of evaluating the April 2009
HealthTronics Proposal so that Endocare will be in a position to timely consummate the Merger should all of the
conditions to the closing of the Merger be met.

Q. How does the Board of Directors of Galil recommend the Galil shareholders vote?

A. The board of directors of Galil has determined that the Merger Agreement and the proposed Merger is fair to, and
in the best interests of, Galil and its shareholders and unanimously recommends that its shareholders vote FOR
the adoption of the Merger Agreement. In addition, the Galil shareholders are also being asked to vote on certain
other proposals not directly related to the Merger as to which the board of directors of Galil also unanimously
recommends that the shareholders vote to approve.
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Q. If my Endocare shares are held in street name by my broker, will my broker vote my shares for me?
A. Your broker will vote your shares only if you provide instructions on how to vote. You should follow the
directions provided by your broker to vote your shares. If you do not instruct your broker on how to vote, your

shares will not be voted. You cannot vote shares held in street name by returning a proxy card to Endocare.

v
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Q. May I change my vote after I have submitted my proxy?

A. Endocare stockholders: You may change your vote at any time before your proxy is voted at the special meeting.
You can do this in one of four ways. First, you can send a written notice to Endocare at 201 Technology Drive,
Irvine, CA 92618, Attention: Corporate Secretary, stating that you want to revoke your proxy. Second, you can
complete a new proxy card and return it to Vote Processing, c/o Broadridge, 51 Mercedes Way, Edgewood,

NY 11717. Third, you can follow the instructions given for changing your vote over the Internet at
www.proxyvote.com or by telephone at 1-800-690-6903.

Finally, you can attend the special meeting and vote in person. Simply attending the meeting, however, will not
revoke your proxy; you must provide notice and vote at the meeting. If you have instructed a broker to vote your
shares, you must follow directions received from your broker to change your vote.

Galil shareholders: Galil is not soliciting proxies in connection with the special general meeting or any of the
class meetings.

Q. What approval of Endocare s stockholders and Galil s shareholders is required to consummate the Merger?

A. In order to consummate the Merger, the issuance of shares of Endocare common stock pursuant to the Merger
Agreement and Stock Purchase Agreement must be approved by a majority of the shares present in person or by
proxy at the Endocare special meeting called to vote on such proposal.

In addition, Galil s shareholders must adopt the Merger Agreement, which requires the affirmative vote of holders
of at least 75% of Galil s issued and outstanding ordinary shares, at least 75% of Galil s issued and outstanding
Series A-1 Preferred Shares and at least 75% of Galil s issued and outstanding Series A-2 Preferred Shares, in
each case voting at a meeting at which at least 50% of the holders of the respective class of Galil shares are
present in person or by proxy. In addition, approval of the Merger Agreement requires the affirmative vote of at
least 75% of the holders of Galil s issued and outstanding ordinary shares, Series A-1 Preferred Shares and
Series A-2 Preferred Shares, voting collectively on an as-converted basis with the presence of (i) at least 50% of
the then issued and outstanding share capital of Galil (determined on as converted basis), and (ii) shareholder(s)
holding at least a majority of the Series A-1 Preferred Shares. As a condition to entering into the Merger
Agreement, Endocare required certain shareholders of Galil, who collectively own more than 97.5% of the
outstanding shares of Galil, to enter into voting agreements in which they agreed to vote in favor of the Merger
and certain other transactions and to execute an appropriate proxy in that respect. Such agreements involve only
Galil s shareholders who hold (together with their affiliated entities) 5% or more of the voting power of Galil.

The proxies which were executed concurrently with the execution of the Merger Agreement are irrevocable until
such time as the Voting Agreement dated as of November 10, 2008, among Endocare, Orange Acquisitions Ltd.
and certain shareholders of Galil terminates in accordance with its terms.

Q. What will happen to Endocare if the Merger is not completed?

A. In the event that the Merger is not completed for any reason (other than by virtue of a final determination by the
Endocare board of directors that the April 2009 HealthTronics Proposal constitutes a Superior Proposal, in which
case, Endocare will seek to pursue a transaction with HealthTronics), Endocare will review all options for
continuing operations, including seeking to identify alternative sources of financing or another similar strategic
transaction or transactions. However, there can be no assurance that Endocare will be able to consummate such
an alternative financing or other transaction including a transaction with HealthTronics on favorable terms, if at
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all. As a result of Endocare s recurring losses from operations and limited capital resources, Endocare s
independent registered public accounting firm s report on Endocare s financial statements as of and for the fiscal
year ended December 31, 2008 includes an explanatory paragraph expressing substantial doubt about our ability
to continue as a going concern. The inclusion of a going concern qualification in the report of our independent
registered public accountants may have a negative impact on our ability to raise additional capital or enter into an
alternative transaction. If Endocare is unable to successfully consummate one or more alternative financings or
strategic transactions, Endocare may not have sufficient capital to execute on its business plan and could be
required to significantly curtail or cease its operations through the possible liquidation of Endocare and
distribution of its assets.

vi
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Q. Who can help answer my questions?
A. Endocare stockholders: 1f you have more questions about the proposals, you should contact:

Corporate Secretary
Endocare, Inc.

201 Technology Drive
Irvine, California 92618
(949) 450-5400

Galil shareholders: 1If you have more questions about the proposals, you should contact:

Chief Financial Officer
Galil Medical Ltd.
POB 224

Yokneam 20692, Israel
+972.4.909.3200

vii
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SUMMARY

This summary highlights selected information from this proxy statement/prospectus. It does not contain all of the
information that may be important to you. We encourage you to read this proxy statement/prospectus carefully and in
its entirety, including annexes, and the other documents to which this proxy statement/prospectus refers to fully
understand the proposals. See  Where You Can Find More Information on page 204.

The Companies

Endocare, Inc. (page 108)
201 Technology Drive
Irvine, CA 92618

(949) 450-5400

Endocare is an innovative medical device company focused on the development of minimally invasive technologies
for tissue and tumor ablation. Endocare has initially concentrated on developing cryoablation (freezing) technologies
for the treatment of prostate cancer and believes that its proprietary technologies have broad applications across a
number of markets, including the ablation of tumors in the kidney, lung and liver and palliative intervention (treatment
of pain associated with metastases).

Orange Acquisitions Ltd. (page 120)

Orange Acquisitions Ltd. is a newly formed Israeli corporation and wholly owned subsidiary of Endocare organized
for the purpose of completing the proposed Merger. It has engaged in no business activities, and it has no assets or
liabilities of any kind, other than those incidental to its formation and those incurred in connection with the Merger.

Galil Medical Ltd. (page 121)
Tavor Bldg. 1

Industrial Park

P.O. Box 224

Yokneam 20692, Israel
+972.4.909.3200

Galil is leading a new era of minimally invasive cryotherapy solutions that enhance patient quality of life. Since its
foundation, Galil has dedicated extensive research toward increasing the ease of use and precision of cryotherapy and
minimally invasive procedures in order for physicians to provide patients with rapid recovery times and a high quality
of life.

Summary of the Merger (page 35)

In the Merger, Orange Acquisitions Ltd. will merge with and into Galil. After the Merger, Galil will continue as the
surviving company and will be a wholly owned subsidiary of Endocare. Each outstanding share of Galil will be
cancelled at the effective time of the Merger, and in exchange therefor, Endocare will issue shares of Endocare
common stock. Following the Merger, Galil shareholders will no longer have any interest in Galil, but will have an
equity stake in Endocare, the new parent company of Galil s operations. Immediately after the Merger, but prior to the
Financing, and attributing ownership to Galil s shareholders of the Escrow Shares, existing Endocare stockholders are
expected to own approximately 52.0% of the outstanding shares of Endocare common stock and the former Galil
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shareholders are expected to own approximately 48.0% of the outstanding shares of Endocare common stock. Upon
consummation of the Merger and Financing and attributing ownership to Galil s shareholders of the Escrow Shares,
existing Endocare stockholders are expected to own approximately 38.5% of the outstanding shares of common stock
of Endocare and Galil shareholders are expected to own approximately 61.5% of the outstanding shares of common
stock of Endocare.

We have attached the Merger Agreement, as amended, to this proxy statement/prospectus as Annex A. The Merger
Agreement describes the terms of the Merger. We encourage you to read the Merger Agreement. It is the legal
document that governs the Merger and its exact language prevails over the more general, abbreviated descriptions in
this proxy statement/prospectus.

Endocare stockholders and Galil shareholders are not third party beneficiaries under the Merger Agreement or the
Stock Purchase Agreement and for this and other reasons discussed elsewhere in this proxy

1
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statement/prospectus, should not rely on the representations, warranties and covenants or any descriptions thereof as
characterizations of the actual state of facts or condition of Endocare, Galil or any of their respective affiliates.

Galil Share Options (page 53)

In the Merger, each share option to buy Galil ordinary shares will become an option to buy Endocare common stock.
Each option will continue to be governed by the Galil share option plan and other governing documents under which it
was issued, except that the number of shares subject to each share option, as well as the exercise price of that share
option, will be adjusted to reflect the Merger exchange ratio.

Opinion of Endocare s Financial Advisor (page 47)

In connection with the Merger, Endocare s board of directors received a written opinion, dated November 10, 2008, of
Endocare s financial advisor, Oppenheimer & Co. Inc. ( Oppenheimer ), as to the fairness, from a financial point of view
and as of the date of the opinion, to Endocare of the 0.923077 aggregate exchange ratio provided for in the Merger
Agreement. The full text of Oppenheimer s written opinion, dated November 10, 2008, which describes the

assumptions made, procedures followed, matters considered and limitations on the review undertaken, is attached to

this proxy statement/prospectus as Annex E. Oppenheimer s opinion was provided to Endocare s board of directors
in connection with its evaluation of the 0.923077 aggregate exchange ratio from a financial point of view and

does not address any other aspect of the Merger or any related transaction. Oppenheimer s opinion does not
address the underlying business decision of Endocare to effect the Merger or any related transaction, the

relative merits of the Merger or any related transaction as compared to any alternative business strategies that
might exist for Endocare or the effect of any other transaction in which Endocare might engage and does not
constitute a recommendation to any stockholder as to how such stockholder should vote or act with respect to

any matters relating to the Merger or any related transaction.

Our Reasons for the Merger (page 44)

Endocare and Galil are proposing to merge because they believe that the Merger will significantly benefit their
respective stockholders.

Endocare believes that a combination with Galil will:

Permit a consolidation of resources that will result in greater penetration of cryoablation technology in the
marketplace;

Create efficiency opportunities, through reorganization and elimination of redundant administrative, sales &
marketing and research & development costs, by bringing together the best technologies of both organizations

to provide greater combined innovative potential; and

Result in a stronger international position, and allow the combined company to better compete with other
treatments.

As aresult, Endocare s board believes that the Merger should provide increased value to its stockholders.
Galil believes that a combination with Endocare will:

Create opportunities for new innovation and technology synergies;
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Improve the product platform and allow penetration of a broader market for cryoablation;

Eliminate duplicate selling and administrative costs;

Eliminate redundant clinical trials and studies; and

Leverage existing sales and distribution.
As aresult, Galil s board believes that the Merger should provide increased value to its shareholders.
HealthTronics Proposal to Acquire Endocare (page 46)
On April 9, 2009, Endocare received a written proposal from HealthTronics, offering to purchase all of Endocare s
outstanding common stock for $1.25 per share, with Endocare stockholders having the ability to elect to receive either

cash or HealthTronics common stock as consideration. The proposal is subject to negotiation of a definitive written

agreement and due diligence. The Endocare board of directors has had preliminary discussions regarding the
April 2009
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HealthTronics Proposal, in consultation with Endocare s management and legal and financial advisors. The Endocare
board of directors has determined that the April 2009 HealthTronics Proposal could reasonably be expected to lead to
a Superior Proposal as defined in the Merger Agreement and is in the process of further evaluating the April 2009
HealthTronics Proposal. The Endocare board of directors has not determined that the April 2009 HealthTronics
Proposal is in fact a Superior Proposal. At this time, the Endocare board of directors continues to believe that the
Merger with Galil is in the best interests of Endocare and its stockholders. However, in the exercise of its fiduciary
duties, the Endocare board of directors believes that a full assessment of the April 2009 HealthTronics Proposal
should be conducted before making any final determination regarding the April 2009 HealthTronics Proposal. Upon
concluding its evaluation of the April 2009 HealthTronics Proposal, the Endocare board of directors will promptly
provide Endocare s stockholders with information regarding such evaluation. Such evaluation will be concluded prior
to the Endocare special meeting. Endocare stockholders should understand that they may not have the most up-to-date
information regarding the Endocare board of directors evaluation of the April 2009 HealthTronics Proposal and
should consider waiting to provide their proxies for the Endocare special meeting until the Endocare board of directors
announces its determination with respect to the April 2009 HealthTronics Proposal. There can be no assurances that
the Endocare board of directors will determine that the April 2009 HealthTronics Proposal constitutes a Superior
Proposal or, if it makes such a determination, that a transaction with HealthTronics will be consummated.

Endocare stockholders and Galil shareholders should understand that Endocare s largest customer is a subsidiary of
HealthTronics. For the fiscal year ended December 31, 2008, this customer accounted for 37% of Endocare s revenues,
and as of December 31, 2008 accounted for 40.4% of Endocare s accounts receivable. A determination by the
Endocare board of directors not to pursue a transaction with HealthTronics may materially and adversely affect our
relationship with this customer.

Overview of the Merger Agreement

Merger Consideration (page 62)

Pursuant to the Merger Agreement, Endocare will issue shares to Galil s shareholders and will assume Galil s options
that are expected to equal an aggregate of approximately 11,922,234 shares of Endocare s common stock,
approximately 11,467,182 of which are expected to be held by or issued to current Galil executive officers and
directors and their affiliates based on their ownership of Galil shares on April 29, 2009.

Conditions to Completion of the Merger (page 72)

Consummation of the Merger is subject to a number of conditions, including among others, the following:

the approval by Endocare s stockholders of the issuance of shares of Endocare common stock pursuant to the
Merger Agreement and Stock Purchase Agreement;

the approval of the Merger, the Merger Agreement and the related transactions by the holders of all classes of
Galil s outstanding shares voting together at the special general meeting and at each individual class meeting;

the receipt of all governmental and other third party consents;
no governmental investigation or proceeding in process that makes it reasonably possible that an order will be
issued enjoining or materially restraining or conditioning the Merger and the related transactions (including the

closing of the pending investigation by the FTC);

the lapse of the statutory waiting period as required by Israel law;
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the receipt of a withholding tax ruling from the Israeli tax authority with respect to the consideration payable to
the shareholders of Galil (or the receipt of applicable withholding tax exemption certificates for each such
shareholder);

the receipt of an escrow tax ruling from the Israeli tax authority, if applicable;
the effectiveness of Endocare s registration statement on Form S-4, of which this proxy statement/prospectus

forms a part, with no stop order suspending the effectiveness of the Form S-4, and no proceedings for that
purpose initiated or threatened by the SEC;
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no governmental authority enacting any law or order that is then in effect and that enjoins, materially restrains
or conditions, or makes illegal or otherwise prohibits the consummation of the Merger and the related
transactions;

no prospectus shall, in Endocare s reasonable judgment, be required to be filed in Israel for the issuance of
shares of Endocare common stock in connection with the Merger, the Financing and the other transactions
contemplated by the Merger Agreement;

the Financing, in all material respects consistent with the Stock Purchase Agreement, shall close concurrent
with the closing of the Merger; and

the absence of any change, event, or development or prospective change, event or development that
individually or in the aggregate has had or is reasonably likely to have a material adverse change on either
Endocare or Galil.
Exclusivity; Change of Recommendation (page 70)
Each of Galil and Endocare agreed that, subject to specified exceptions in the case of Endocare, Galil and Endocare
shall not, nor shall either of them authorize or permit any of their respective subsidiaries or any of their or their
subsidiaries respective officers, directors, investment bankers, attorneys, accountants or other advisors or
representatives to, directly or indirectly:
solicit, initiate, encourage or take any other action designed to facilitate any inquiries or the making of any
proposal or offer that constitutes, or could reasonably be expected to lead to, any acquisition proposal, as
defined in the Merger Agreement; or
enter into, continue or otherwise participate in any discussions or negotiations regarding, furnish to any person
any information with respect to, assist or participate in any effort or attempt by any person with respect to, or
otherwise cooperate in any way with, any acquisition proposal.

Termination of the Merger Agreement (page 76)

Before the Merger is completed, Endocare and Galil can mutually agree to terminate the Merger Agreement. Also,
either party can terminate the Merger Agreement if either:

an order permanently restraining, enjoining or otherwise prohibiting the Merger shall be entered and becomes
nonappealable; or

the Merger is not completed by June 30, 2009.

Either party may also terminate the Merger Agreement under other circumstances, including:
if there has been a material breach by the other party of any representation, warranty, covenant or agreement of
such party contained in the Merger Agreement that is not curable or, if curable, is not cured within the earlier

of (i) 30 days written notice to the breaching party or (ii) June 30, 2009;

if any of the parties respective closing conditions are incapable of fulfillment;
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if either party s board of directors changes its recommendation of the Merger;
if the other party s unrestricted cash balance falls below $1,000,000 for a period of 10 days; or

if the conditions to the closing of the Merger have been satisfied and the shareholders of the other party default
on their obligation to purchase the requisite number of shares pursuant to the Stock Purchase Agreement.

Termination Fees and Expenses (page 78)

The Merger Agreement provides for the payment of a termination fee of $900,000 by each of Endocare and Galil (in
such circumstances, the defaulting party ) to the other party, in the event of a willful and deliberate breach of the
Merger Agreement by the defaulting party, a change of recommendation by the board of directors of the defaulting
party, a breach of the defaulting party s covenant to call the meeting of such party s shareholders in order to obtain the
requisite shareholder approval necessary to complete the Merger, a breach of the non-solicit covenants by the
defaulting party, or if a shareholder of the defaulting party defaults on its obligation to purchase shares of Endocare
common stock in the Financing. In each case, the defaulting party is also obligated to reimburse the other party for the
other party s expenses related to the transaction in an amount not to exceed $850,000. In addition, in the event of a
material breach not covered
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by the foregoing, in connection with termination of the Merger Agreement, the breaching party will reimburse the
other party for its expenses related to the transaction in an amount not to exceed $850,000.

Endocare Per Share Market Price Information (page 10)

The stock of Endocare is listed on the NASDAQ Capital Market. On November 7, 2008, the last trading day before
Galil and Endocare announced entry into the Merger Agreement, the closing price of Endocare s common stock was
$1.14 per share. On April 29, 2009, the latest practicable date before the date of this proxy statement/prospectus, the
closing price of Endocare s common stock was $0.97 per share.

Stock Purchase Agreement with certain Endocare Stockholders and Galil Shareholders (page 81)

Concurrently with the execution of the Merger Agreement, Endocare and certain existing institutional accredited
stockholders of Endocare and Galil entered into a Stock Purchase Agreement, relating to the private placement of up
to 16,250,000 shares of Endocare common stock, at a purchase price of $1.00 per share. The shares to be purchased
pursuant to the Stock Purchase Agreement represent approximately 136% of the outstanding shares of Endocare
common stock on April 29, 2009.

Upon consummation of the Merger and the Financing, the beneficial ownership of Endocare is expected to be as set
forth in the section entitled Beneficial Ownership of the Combined Company beginning on page 199 of this proxy
statement/prospectus. It is currently expected that Discount Investment Corporation Ltd. and its affiliates, Frazier
Healthcare V, L.P., Investor Growth Capital Limited and its affiliates, Thomas, McNerney & Partners, L.P. and its
affiliates, and The Vertical Group GP, LLC and its affiliates will each beneficially own more than 5% of the
outstanding shares of Endocare common stock upon consummation of the Merger and the Financing. However, if any
purchaser defaults on its obligation to purchase its allocated shares under the Stock Purchase Agreement, the other
purchasers have a right to purchase the defaulting party s allocated shares. This could result in one party holding more
shares of Endocare s outstanding common stock than currently allocated. Under the Stock Purchase Agreement,
however, no party may purchase shares in excess of 35% of the then outstanding shares of Endocare common stock.
The Stock Purchase Agreement is subject to the concurrent closing of the Merger and certain other conditions,
including the sale of shares with a minimum aggregate purchase price of $12,000,000 and that Endocare s common
stock remains listed on the NASDAQ Capital Market or the Over-The-Counter Bulletin Board.

Voting by Endocare Directors and Executive Officers (page 192)

On April 29, 2009, the record date set by the Endocare board of directors for the Endocare special meeting, the
directors and executive officers of Endocare and their affiliates owned and were entitled to vote 57,189 shares of
Endocare common stock, or approximately 0.5% of the shares of Endocare common stock outstanding on that date. In
order to consummate the Merger, the issuance of shares of Endocare common stock pursuant to the Merger
Agreement and Stock Purchase Agreement must be approved by a majority of the shares present in person or by proxy
at the Endocare special meeting called to vote on such proposals, provided that a quorum is present.

Voting by Galil Directors and Executive Officers (page 194)

As of April 29, 2009, directors and executive officers of Galil and their affiliates owned and were entitled to

vote 81,175,807 ordinary shares of Galil, or approximately 95.2% of the ordinary shares of Galil outstanding,
74,962,166 Series A-1 Preferred Shares, or 100% of the Series A-1 Preferred Shares outstanding, and

6,746,596 Series A-2 Shares, or 100% of the Series A-2 Preferred Shares outstanding. As a condition to Endocare
entering into the Merger Agreement, shareholders of Galil holding more than 97.5% of the outstanding shares of Galil
on that date have executed voting agreements agreeing to vote in favor of the Merger and to certain other transactions
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and have executed an appropriate proxy in that respect. Such agreements involve only Galil s shareholders who hold
(together with their affiliated entities) 5% or more of the voting power of Galil. Galil s shareholders must adopt the
Merger Agreement, which requires the affirmative vote of holders of at least 75% of Galil s issued and outstanding
ordinary shares, at least 75% of Galil s issued and outstanding Series A-1 Preferred Shares and at least 75% of Galil s
issued and outstanding Series A-2 Preferred Shares, in each case voting at a meeting at which at least 50% of the
holders of the respective class of Galil shares are present in person or by proxy. In addition, approval of the Merger
Agreement requires the affirmative vote of at least 75% of the holders of Galil s issued and outstanding ordinary
shares, Series A-1 Preferred Shares and Series A-2 Preferred Shares, voting collectively on an as-converted basis, with
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the presence of (i) at least 50% of the then issued and outstanding share capital of Galil (determined on an
as-converted basis), and (ii) shareholder(s) holding at least a majority of the Series A-1 Preferred Shares.

Government and Regulatory Matters (page 56)

Neither Endocare nor Galil is required to obtain approvals or clearances from any antitrust regulatory authorities in the
United States or other countries to consummate the Merger. However, the FTC has opened an investigation into
whether the proposed Merger violates Section 7 of the Clayton Act, as amended, 15 U.S.C. §18, or Section 5 of the
FTC Act, as amended, 15 U.S.C. §48. The parties are cooperating fully with the FTC s investigation and are in the
process of providing the FTC with information and materials.

United States Regulatory Approvals. In the United States, Endocare must comply with applicable federal and state
securities laws and, to the extent Endocare is to remain listed on the NASDAQ Capital Market, NASDAQ rules and
regulations, in connection with the issuance of shares of Endocare s common stock pursuant to the Merger Agreement
and the Financing, including the SEC declaring effective its Registration Statement on Form S-4, of which this proxy
statement/prospectus forms a part.

Israeli Regulatory Approvals. Endocare and Galil are also required to receive Israeli regulatory approvals, including
from the Israeli Investment Center, approval in principle of which has been obtained, and to make certain regulatory
filings. Galil also made a required filing with the Office of the Chief Scientist of the Israel Ministry of Industry, Trade
and Labor, approval of which has been obtained. The Merger will only take effect after the making of certain filings
with the Israel Registrar of Companies regarding the provision of notices to creditors and the receipt of shareholder
approvals of the Merger from each of the merging companies.

The Endocare Board of Directors after the Merger (page 55)

The board of directors of Endocare following the Merger will be comprised of nine directors. Endocare has agreed to
appoint four current members of Galil s board of directors to the board of directors of Endocare upon completion of the
Merger. It is currently the parties intention that these individuals will be Martin J. Emerson, Richard B. Emmitt,
Doron Birger and James E. Thomas. Endocare has also agreed to appoint a former or current partner of Frazier
Healthcare Ventures or the former or current chief executive officer of one of Frazier Healthcare Ventures portfolio
companies to the board of directors of Endocare upon consummation of the Merger. It is currently intended that this
individual will be Daniel A. Pelak. As of April 29, 2009, Frazier Healthcare Ventures held 1,721,915 shares of
Endocare common stock comprising approximately 14.6% of the total number of shares of Endocare common stock
outstanding as of that date. In addition Frazier Healthcare V, L.P. has committed to purchase 3,000,000 shares of
Endocare common stock in the Financing. The remaining four directors will be members of Endocare s current board
of directors. Those individuals are currently expected to be John R. Daniels, M.D., David L. Goldsmith, Eric S.

Kentor and Thomas R. Testman. The parties have agreed that a member of Endocare s pre-Merger board of directors
will be Chairman of the post-Merger board of directors. It is the parties current intention that David L. Goldsmith will
be the Chairman of the board of directors after completion of the Merger.

Endocare Management After The Merger (page 54)

Immediately following the effective time of the Merger, it is intended that Martin J. Emerson, the current President
and Chief Executive Officer of Galil, will become the Chief Executive Officer and President of Endocare and that
Michael R. Rodriguez, Endocare s Senior Vice President, Finance and Chief Financial Officer, and Clint B. Davis,
Endocare s Senior Vice President, Legal Affairs and General Counsel, who were appointed interim co-principal
executive officers on March 19, 2009, will resign from such positions as co-principal executive officers, but will
remain in their other officer positions.
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Interests of Endocare s Directors and Executive Officers (page 54)

In considering the recommendation of Endocare s board of directors with respect to the proposals to be acted upon by
Endocare s stockholders at the special meeting, Endocare stockholders should be aware that members of the board of
directors and executive officers of Endocare may have interests in the Merger that may be different from, or in
addition to, interests they may have as Endocare stockholders. Upon consummation of the Merger, the interests of
members of the board of directors and executive officers of Endocare include continuing to serve in their respective
capacities as directors and executive officers of Endocare and accelerated pay-out of 246,830 Endocare deferred stock
units.
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Interests of Galil s Directors and Executive Officers (page 55)

In considering the recommendation of Galil s board of directors with respect to the proposals to be acted upon by
Galil s shareholders at the special general meeting and the class meetings, Galil s shareholders should be aware that
members of the board of directors and executive officers of Galil may have interests in the Merger that may be
different from, or in addition to, interests they may have as Galil shareholders. These interests include Endocare s
assumption of Galil s share options in the Merger and the payment of standard annual retainers, meeting fees and
equity compensation to Galil s directors who will serve on the board of Endocare after the closing of the Merger and
the Financing. As a result of these interests, these officers may be more likely to support the Merger than they might
be if they did not have these interests.

Material Tax Consequences of the Merger to Stockholders (page 58)

United States Tax Consequences. The Merger has been structured to qualify as a reorganization within the meaning of
Section 368(a) of the Internal Revenue Code of 1986, as amended (the Code ), and it is a closing condition to the
Merger that Endocare and Galil receive opinions of their respective counsel regarding such qualification. There will

be no United States federal income tax consequences to Endocare s stockholders as a result of the Merger. As a result
of the Merger s qualification as a reorganization, Galil s shareholders will not recognize gain or loss for United States
federal income tax purposes upon the exchange of shares of Galil for shares of Endocare s common stock.

Israeli Tax Consequences. The exchange of shares of Galil for shares of Endocare s common stock will be a taxable
transaction for Israeli tax purposes for Galil s shareholders, unless a specific exemption is available under Israeli tax
law or unless a double taxation prevention treaty between Israel and the Galil shareholder s country of residence
provides otherwise. Galil shareholders may be subject to the Israeli withholding tax (currently 30%), unless an
exemption or relief is provided from such withholding tax. Galil and Endocare have agreed to request a pre-ruling
from the Israeli tax authority that will provide an exemption from Israeli withholding tax with respect to Galil
shareholders that are eligible for such exemption, or that will provide instructions on how and when such withholding
at source is to be performed. In addition, Galil and Endocare have agreed to request a pre-ruling from the Israeli tax
authority that will provide that payments out of the indemnity escrow fund pursuant to the Merger Agreement will not
be subject to Israeli tax until actually received by the persons entitled thereto. Israeli law generally imposes a capital
gains tax on the sale of capital assets by both residents and non-residents of Israel.

This tax treatment may not apply to every Galil shareholder. Determining your actual tax consequences of the
Merger may be complicated. They will depend on your specific situation and on variables not within our
control. You should consult your own tax advisor for a full understanding of the Merger s tax consequences to
you.

Anticipated Accounting Treatment (page 61)

The Merger will be treated by Endocare as a reverse merger and equity recapitalization under the acquisition method
of accounting in accordance with U.S. generally accepted accounting principles. For accounting purposes, Galil is
considered to be acquiring Endocare in the Merger.

Material Differences in Rights of Shareholders (page 184)

Galil and Endocare are incorporated in different jurisdictions having different corporate laws. In addition, the

governing documents of each company vary. As a result, Galil shareholders will have different rights as an Endocare
stockholder than those they have as a Galil shareholder.
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Israeli law does not afford Galil s shareholders any appraisal rights in connection with the Merger. Endocare s
stockholders are also not entitled to appraisal rights in connection with the Merger.

Risk Factors (page 12)

The Merger, including the possibility that the Merger may not be consummated, poses a number of risks to
Endocare and its stockholders (including, if the Merger is completed, the Galil shareholders receiving
Endocare common stock). In addition, both Endocare and Galil are subject to various risks associated with
their businesses and their industries. The combined business will also be subject to these and other risks. We
encourage you to read carefully the section of this proxy statement/prospectus entitled Risk Factors.
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SELECTED UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL DATA
OF ENDOCARE AND GALIL

The following selected financial data from the unaudited pro forma condensed combined statements of operations are
based on the individual historical consolidated statements of operations of Endocare and Galil and combine the results
of operations of Endocare and Galil for the year ended December 31, 2008, giving effect to the combination and
concurrent financing as if it occurred on January 1, 2008, reflecting only pro forma adjustments expected to have a
continuing impact on the combined results. The unaudited pro forma condensed combined balance sheet combines the
historical consolidated balance sheets of Endocare and Galil as of December 31, 2008, giving effect to the
combination as if it occurred on December 31, 2008.

These unaudited pro forma condensed combined financial statements are for illustrative purposes only. They do not
purport to indicate the results that would have actually been obtained had the Merger and Financing been completed
on the assumed date or for the periods presented, or that may be realized in the future. To prepare the unaudited pro
forma financial information, Endocare, as the acquired party from an accounting perspective, preliminarily allocated
the estimated purchase price to Endocare s assets and liabilities at December 31, 2008 using its best estimates of fair
value. These estimates are preliminary and are based on the most recently available information. The unaudited pro
forma financial information also assumes that, at the effective time of the Merger, one share of Endocare common
stock will be issued in exchange for approximately 33.0 ordinary shares held by Galil shareholders. The pro forma
financial information has been prepared under the provisions of Statement of Financial Accounting Standards (SFAS)
No. 141 (revised 2007), Business Combinations, or SFAS No. 141(R). The final purchase accounting will be based on
the actual merger consideration and the assets acquired and liabilities assumed from Endocare, measured at fair value
on the Merger effective date. To the extent there are significant changes to Endocare s share price, business and
financial results between the date of these pro forma financial statements and the Merger effective date, actual results
may differ significantly from the assumptions and estimates herein. Furthermore, the parties may have reorganization
and restructuring expenses as well as potential operating efficiencies as a result of combining the companies. The pro
forma financial information does not reflect these potential expenses and efficiencies. Upon completion of the Merger,
final valuations will be performed. The unaudited pro forma condensed combined financial statements should be read
in conjunction with Endocare s Management s Discussion and Analysis of Financial Condition and Results of
Operations and Galil s Management s Discussion and Analysis of Financial Condition and Results of Operations
the historical consolidated financial statements, including related notes of Endocare and Galil, respectively, covering
these periods, included in this proxy statement/prospectus.

For the
Year Ended
December 31,
2008

Unaudited Pro Forma Condensed Combined Statement of Operations Data:
Total revenue $ 56,296
Research and development expenses 9,421
Selling and marketing 32,232
General and administrative expenses 15,204
Loss from operations (35,500)
Net loss (35,209)
Basic net loss per share $ (0.90)
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Diluted net loss per share $ (0.90)
As of
December 31,
2008
Unaudited Pro Forma Condensed Combined Balance Sheet Data:
Cash, cash equivalents, marketable securities and restricted cash $ 20,787
Working capital 18,604
Total assets 60,666
Accumulated deficit (71,898)
Total stockholders equity 35,824
8
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COMPARATIVE HISTORICAL AND UNAUDITED PRO FORMA PER SHARE DATA

The information below reflects the historical net loss and book value per share of Endocare s common stock and the
historical net loss and book value per ordinary share of Galil in comparison with the unaudited pro forma net loss and
book value per share after giving effect to the proposed Merger and Financing of Endocare and Galil under the
acquisition method of accounting.

You should read the tables below in conjunction with the audited financial statements of Endocare beginning on page
FI-2 of this proxy statement/prospectus and audited financial statements of Galil commencing at page FII-1 of this
proxy statement/prospectus and the related notes and the unaudited pro forma condensed combined financial
information and notes related to such financial statements included elsewhere in this proxy statement/prospectus. The
pro forma financial information is presented for illustrative purposes only and is not necessarily indicative of the
results of operations that would have resulted if the Merger and Financing had been completed as of the assumed dates
or of the results that will be achieved in the future.

The selected unaudited pro forma condensed combined financial data as of and for the year ended December 31, 2008
is derived from the unaudited pro forma condensed combined financial information beginning on page 83 of this
proxy statement/prospectus and should be read in conjunction with that information. Please see the section entitled

Unaudited Pro Forma Condensed Combined Financial Statements beginning on page 83 of this proxy
statement/prospectus.

ENDOCARE
Year Ended
December 31,
2008
Historical Per Common Share Data:
Basic net loss per share $ (0.71)
Diluted net loss per share (0.71)
Book value per share 0.29
GALIL
Year Ended
December 31,
2008
Historical Per Ordinary Share Data:
Basic net loss per share (0.38)
Diluted net loss per share (0.38)
Book value per share 0.13
ENDOCARE AND GALIL
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Year Ended
December 31,

2008
Pro Forma Per Common Share Data:
Basic net loss per share $ (0.90)
Diluted net loss per share (0.90)
Book value per share 0.91
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MARKET PRICE AND DIVIDEND INFORMATION

Endocare s common stock is currently listed on the NASDAQ Capital Market under the symbol ENDO. On

October 21, 2005, Endocare s stock began to be quoted on the OTC Bulletin Board or  OTCBB. On October 10, 2007,
Endocare s stock became listed on the NASDAQ Capital Market. The following table sets forth, for the periods
indicated, the intraday high and low per share sales prices for Endocare s common stock as reported on the OTCBB or
the NASDAQ Capital Market, as applicable. All prices have been adjusted to reflect the one-for-three reverse stock

split that occurred on August 20, 2007.

Endocare Common Stock

High Low
Year Ended December 31, 2007
First Quarter $ 7.02 $ 4.86
Second Quarter $ 8.85 $5.25
Third Quarter $ 879 $ 5.91
Fourth Quarter $ 10.00 $ 6.65
Year Ended December 31, 2008
First Quarter $ 7.70 $5.03
Second Quarter $ 7.00 $ 3.79
Third Quarter $ 498 $1.16
Fourth Quarter $ 1.76 $ 0.38
Year Ended December 31, 2009
First Quarter $ 099 $ 0.41
Second Quarter (through April 29, 2009) $ 1.05 $ 0.56

On November 7, 2008, the last full trading day prior to the public announcement of entry into the Merger Agreement,
the closing price per share of Endocare s common stock as reported on the NASDAQ Capital Market was $1.14, for an
aggregate market value of Endocare of approximately $13,465,000. As of November 7, 2008, there were no
in-the-money options or warrants to purchase shares of Endocare common stock and 1,304,279 in-the-money options
to purchase ordinary shares of Galil. Accordingly, if the Merger had been consummated on that day, the value
attributable to the shares of Endocare s common stock issued to holders of Galil s ordinary shares and issuable to
holders of Galil s outstanding in-the-money options in connection with the Merger would have been approximately
$12,645,256.

On April 29, 2009, the last practicable date before the date of this proxy statement/prospectus, the closing price per
share of Endocare s common stock as reported on the NASDAQ Capital Market was $0.97, for an aggregate market
value of Endocare of approximately $11.6 million. As of April 29, 2009, there were 500 in-the-money options or
warrants to purchase shares of Endocare common stock and 1,304,279 in-the-money options to purchase ordinary
shares of Galil. Accordingly, if the Merger had been consummated on that day, the value attributable to the shares of
Endocare s common stock issued to holders of Galil s ordinary shares and issuable to holders of Galil s outstanding
in-the-money options in connection with the Merger would have been approximately $11.0 million.

Because the market price of Endocare s common stock is subject to fluctuation, the market value of the shares of
Endocare s common stock that holders of Galil s ordinary shares and Galil s outstanding stock options will be entitled to
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receive in the Merger may increase or decrease.

The issuance of Endocare common stock in the Merger and the Financing may constitute a change of control for
purposes of NASDAQ Marketplace Rule 5635(b). Whether a change of control exists under NASDAQ Marketplace
Rule 5635(b) is a facts and circumstances determination that is currently being undertaken by NASDAQ based on an
evaluation of certain factors, such as changes in Endocare s management, board of directors, voting power, ownership
and financial structure as a result of the Merger and the Financing. If NASDAQ determines that the Merger and the
Financing constitute a change of control of Endocare, Endocare will be required to submit a new original listing
application with NASDAQ and comply with the NASDAQ Capital Market initial listing
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requirements, including a $4.00 minimum bid price, in order for Endocare s common stock to continue to be listed on
the NASDAQ Capital Market after consummation of the Merger and the Financing. In addition, NASDAQ
Marketplace Rule 5550(a)(2) sets a minimum per share price of $1.00 for continued listing on the NASDAQ Capital
Market. Endocare s common stock has traded below $4.00 since July 21, 2008 and has traded between $0.41 and $1.05
since January 1, 2009. The closing price of Endocare s common stock as of April 29, 2009 was $0.97. There can be no
assurance that Endocare will be able to retain its listing on the NASDAQ Capital Market if NASDAQ determines that
the Merger and the Financing constitute a change of control or determines to delist Endocare for failure to meet the
$1.00 minimum bid price for continued listing. If NASDAQ determines that the Merger and the Financing do not
constitute a change of control, Endocare s common stock, including the shares issued in connection with the Merger
and the Financing, are expected to continue trading on the NASDAQ Capital Market under the symbol ENDO.

As of April 29, 2009, Endocare had approximately 221 stockholders of record.

Endocare has never declared or paid cash dividends on its capital stock. Endocare currently intends to retain earnings,
if any, to finance the growth and development of its business, and does not expect to pay any cash dividends to its
stockholders in the foreseeable future. Payment of future dividends, if any, will be at the discretion of Endocare s
board of directors.

There has never been, nor is there expected to be in the future, a public market for any class of Galil s shares.

11
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RISK FACTORS

Endocare s stockholders and Galil s shareholders should consider the following risk factors and uncertainties, together
with the other information included in this proxy statement/prospectus, in deciding how to cast their votes on the
proposals discussed herein.

Risks Related to the Merger

If the proposed Merger with Galil is consummated, Endocare s business could suffer materially and Endocare s
stock price could decline.

Subject to receipt of regulatory approvals, including the closing of the pending investigation by the FTC, and
approvals by Endocare stockholders and Galil shareholders, Endocare is seeking to close the transactions in the
second quarter of 2009. If the proposed Merger is consummated, Endocare may be subject to a number of material
risks, and its business could be adversely affected, including the following:

some of Endocare s suppliers, distributors and other business partners may seek to adversely change or
terminate their relationships with Endocare as a result of the consummation of the Merger;

as a result of the consummation of the Merger, current and prospective employees could experience uncertainty
about their future roles within the combined company, and this uncertainty may adversely affect Endocare s

ability to retain its key employees, who may seek other employment opportunities;

as a result of the Merger, Endocare may assume significant known and unknown liabilities of Galil, including
liabilities with respect to taxes; and

Endocare s management team may be distracted from day to day operations as a result of the consummation of
the Merger and the required integration processes.

We can give no assurance that we will be able to successfully complete and integrate the acquisition of Galil.

In addition, the market price of Endocare s common stock after the Merger may decline for a number of other reasons,
including if:

the combined company does not achieve the perceived benefits of the Merger as rapidly or to the extent
anticipated, if at all, by the combined company or financial or industry analysts;

the dilution of Endocare s outstanding common stock as a result of the issuance of shares of common stock in
the Merger and the Financing may negatively affect the trading price of Endocare s common stock; or

the effect of the Merger on the combined company s business and prospects is not consistent with the
expectations of financial or industry analysts.

The Merger may be completed even though material adverse changes may result from the announcement of the
Merger, industry-wide changes and other causes.
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In general, either party can refuse to complete the Merger if there is a material adverse change affecting the other
party between the date of the Merger Agreement and the closing. However, some types of changes do not permit
either party to refuse to complete the Merger, even if such changes would have a material adverse effect on Endocare
or Galil, including the following:

changes or proposed changes in law or accounting standards or interpretations thereof applicable to Endocare
or Galil; provided that such changes do not have a materially disproportionate effect on Endocare or Galil, as
the case may be, relative to other companies operating in their industry;

changes in global, national or regional economic or political conditions (including acts of war (whether or not
declared), armed hostilities, sabotage, military actions or the escalation thereof (whether underway on the date
of execution of the Merger Agreement or thereafter commenced), and terrorism) or in general financial, credit,
business, or securities market conditions, including changes in interest rates or the
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availability of credit financing; provided that such changes do not have a materially disproportionate effect on
Endocare or Galil, as the case may be, relative to other companies operating in their industry;

changes generally applicable in the industries in which Endocare and Galil operate;

any failure of Endocare or Galil, as the case may be, to meet internal or analysts estimates, projections or
forecasts of revenues, earnings or other financial or business metrics (it being understood that the cause of any
such failure may be taken into consideration when determining whether a material adverse change has occurred
or would be reasonably likely to occur); or

a decline in the market price, or a change in the trading volume, of the capital stock of Endocare (it being
understood that the cause of any such decline or change may be taken into consideration when determining
whether a material adverse change has occurred or would be reasonably likely to occur).

If adverse changes occur but Endocare and Galil must still complete the Merger, the combined company s operating
results and financial condition may be materially and adversely impacted and Endocare s stock price may suffer.

Ownership of Endocare s common stock may be highly concentrated after consummation of the Merger and the
Financing.

After consummation of the Merger and the Financing, certain stockholders will have beneficial ownership of
significant blocks of Endocare s outstanding common stock. Such stockholders, acting individually or as a group, will
have substantial influence over the outcome of a corporate action of Endocare requiring stockholder approval,
including the election of directors, any approval of a merger, consolidation or sale of all or substantially all of

Endocare s assets or any other significant corporate transaction, even if the outcome sought by such stockholders is not
in the interest of Endocare s other stockholders. These stockholders, acting as a group, may also delay or prevent a
change in control of Endocare, even if such change in control would benefit the other stockholders of Endocare. In
addition, pursuant to the Stock Purchase Agreement, if a purchaser defaults on its obligation to purchase shares in the
Financing, the other parties to the Stock Purchase Agreement may acquire the defaulting party s shares up to a
maximum of 35% of the outstanding shares of Endocare common stock immediately after the Merger and the
Financing. This could result in one or more stockholders owning more shares of Endocare s outstanding common stock
than currently allocated. In addition, the significant concentration of stock ownership may adversely affect the value

of Endocare s common stock due to investors perception that conflicts of interest may exist or arise.

The required repayment of pre-merger bridge financing of Galil will decrease the funds available to Endocare after
consummation of the Merger and the Financing.

Galil s revenues have not been sufficient to sustain its operations, and Galil has secured additional required funds
through bridge loans of up to $2.0 million from certain current shareholders of Galil, which will be repaid out of the
proceeds of the Financing. Galil may be required to seek additional external funding from such date until the closing
of the Merger through one or more additional bridge loans. It is expected that such loans would also be repaid out of
the proceeds of the Financing, which would reduce the amount of funds available to Endocare after consummation of
the Merger and the Financing. The amounts to be repaid will include interest, which accrues at 18% per annum
compounding monthly.

Antitrust authorities may attempt to delay or prevent consummation of the Merger.

Although Endocare is not required to make a pre-merger filing under the Hart-Scott-Rodino Antitrust Improvements
Act of 1976 (the HSR Act ) with the FTC and Antitrust Division of the United States Department of Justice (the DOJ ),
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the FTC has opened an investigation into whether the proposed Merger violates Section 7 of the Clayton Act, as
amended, 15 U.S.C. §18, or Section 5 of the FTC Act, as amended, 15 U.S.C. §48. The parties are cooperating fully
with the FTC s investigation and are in the process of providing the FTC with information and materials. Endocare
cannot provide any assurance that the FT'C or DOJ will not place restrictions on the Merger or that there will not be
any adverse consequences to the business of Endocare or Galil resulting from conditions that could be imposed in
connection with any actions taken by the FTC or DOJ, including required licensing, divestitures or operating
restrictions upon Endocare or the combined company. In addition, Endocare cannot provide any assurance that the
FTC s investigation will not delay
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or prevent consummation of the Merger. The Merger is conditioned upon (i) the lack of any governmental authority
being in the process of investigating or conducting proceedings regarding the Merger, the Merger Agreement or
transactions contemplated thereby that upon reasonable determination by Endocare or Galil would lead to the
consummation of the Merger being enjoined and (ii) no court or other authority prohibiting the consummation of the
Merger.

Endocare may assume significant tax liabilities of Galil with respect to which it may be dependent on third parties
for indemnification or for which it may not be entitled to indemnification at all.

Endocare may assume significant potential tax liabilities of Galil in connection with the Merger, which, if adversely
determined, could be substantial. While certain major shareholders of Galil have agreed to indemnify Endocare for
any losses incurred by Endocare arising from certain specified tax liabilities assumed in the Merger in excess of

$2 million, Endocare is not entitled to indemnification for the amount of any such tax liability incurred in an amount
less than $2 million, except to the extent of the value of the Escrow Shares remaining in the indemnity escrow fund
pursuant to the Merger Agreement, at the time a claim for indemnification is made. In addition, Endocare cannot be
assured that the Galil shareholders that have agreed to indemnify Endocare for such tax liabilities will have the
resources to pay it in such event, or that Endocare will be able to recover such amounts.

Endocare s stockholders and Galil s shareholders may not realize a benefit from the Merger commensurate with
the ownership dilution they will experience in connection with the Merger and the Financing.

If the combined company is unable to realize the strategic and financial benefits currently anticipated from the
Merger, Endocare s stockholders and Galil s shareholders will have experienced substantial dilution of their ownership
interest in connection with the Merger and the Financing without receiving any commensurate benefit.

During the pendency of the Merger, Endocare may not be able to implement desirable business decisions or enter
into a business combination with another party because of restrictions in the Merger Agreement.

Covenants in the Merger Agreement impede the ability of Endocare to take any actions that are not in the ordinary
course of business pending completion of the Merger. As a result, whether or not the Merger is completed, Endocare
may be at a disadvantage to its competitors. In addition, while the Merger Agreement is in effect, and subject to

limited exceptions, Endocare is prohibited from soliciting, initiating, encouraging or taking actions designed to
facilitate any inquiries or the making of any proposal or offer that could lead to entering into certain extraordinary
transactions with any third party, such as a sale of assets, an acquisition of Endocare s common stock, a tender offer for
Endocare s common stock, or a merger or other business combination outside the ordinary course of business, whether
or not any such transactions are favorable to Endocare s stockholders.

The lack of a public market for Galil s shares makes it difficult to evaluate the fairness of the Merger
consideration payable to the Galil shareholders, and the Galil shareholders may receive consideration in the
Merger that is greater than the fair market value of Galil s shares.

The outstanding capital stock of Galil is privately held and is not traded in any public market. The lack of a public
market makes it extremely difficult to determine the fair market value of Galil. Since the percentage of Endocare s
equity to be issued to Galil s shareholders was determined based on negotiations between the parties, it is possible that
the value of Endocare s common stock to be issued in connection with the Merger will be greater than the fair market
value of Galil.

If any of the events described in Risks Associated with Endocare s Business, Risks Related to Galil or Risks
Related to Endocare and the Combined Company and the Industry in Which They Will Operate occur, those events
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could cause the potential benefits of the Merger not to be realized.

Following the effective time of the Merger, the combined company will be susceptible to many of the risks described

in the sections herein entitled Risks Associated with Endocare s Business,  Risks Related to Galil and Risks Related to
Endocare and the Combined Company and the Industry in Which They Will Operate. To the extent any of the events

in the risks described in those sections occur, those events could cause the potential benefits of the Merger not to be

realized and the market price of the combined company s common stock to decline.
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If the proposed Merger with Galil is not consummated, Endocare s business could suffer materially and
Endocare s stock price could decline.

The consummation of the proposed Merger with Galil is subject to a number of closing conditions. Subject to receipt
of regulatory approvals, including the closing of the pending investigation by the FTC, and approvals by Endocare
stockholders and Galil shareholders, Endocare is seeking to close the transaction in the second quarter of 2009. If the
Merger is not consummated, Endocare may be subject to a number of material risks, and its business and stock price
could be adversely affected, as follows:

Endocare has incurred and expects to continue to incur significant expenses related to the proposed Merger
with Galil even if the Merger is not ultimately consummated;

the Merger Agreement contains covenants relating to Endocare s solicitation of competing acquisition proposals
and the conduct of Endocare s business between the date of signing the Merger Agreement and the closing of
the Merger. As a result, significant business decisions and transactions outside of the ordinary course of
business before the closing of the Merger require the consent of Galil. Accordingly, Endocare may be unable to
pursue business opportunities that would otherwise be in its best interest as a standalone company;

if the Merger Agreement is terminated after Endocare has invested significant time and resources in the
transaction process, Endocare will have a limited ability to continue its current operations without obtaining
additional financing to fund its operations;

the Financing is conditioned upon the consummation of the Merger and, thus, if the Merger is not
consummated, Endocare may be forced to seek financing on less favorable terms or may not be able to secure
financing at all, which may require Endocare to reduce or terminate operations;

Endocare could be obligated to pay Galil a $900,000 termination fee and to reimburse Galil for its expenses
incurred in connection with the Merger and the Financing up to $850,000, as a result of the termination of the
Merger Agreement, depending on the reason for the termination;

Endocare s customers, prospective customers, employees and other business partners, and investors in general,
may view the failure to consummate the Merger as a poor reflection on Endocare s business or prospects; and

There can be no assurance that Endocare will be able to consummate an alternative financing or other strategic
transaction (including a transaction with HealthTronics) on favorable terms, if at all.

Risks Associated with Endocare s Business

We have a limited operating history with significant losses and can give no assurances when or whether we will
ever be profitable or have capital sufficient to sustain our operations.

We have yet to establish any history of profitable operations. We have incurred losses from operations of $8.6 million,
$9.3 million, and $15.4 million, respectively, during the fiscal years ended December 31, 2008, 2007, and 2006. As a
result, at December 31, 2008 and 2007 we had an accumulated deficit of $198.2 million and $189.8 million,
respectively. We have incurred net losses from continuing operations of $8.4 million, $8.9 million, and $11.1 million
respectively, during the fiscal years ended December 31, 2008, 2007 and 2006. We had an operating cash flow deficit
of $8.1 million, $4.6 million, and $13.6 million for the years ended December 31, 2008, 2007, and 2006. As of

March 31, 2009, we had cash and cash equivalents of $2.5 million.
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To date, our revenues have not been sufficient to sustain our operations. We expect that our revenues as a standalone
company will not be sufficient to sustain our operations for the foreseeable future. We can give no assurances when or
whether we will ever be profitable.

As a result of our recurring losses from operations and limited capital resources, our independent registered public
accounting firm s report on our financial statements as of and for the fiscal year ended December 31, 2008 includes an
explanatory paragraph expressing substantial doubt about our ability to continue as a going concern.

We have historically financed our operations and growth through borrowings and equity financings. In the short term,
we expect to use existing cash reserves and working capital through the sale of our products, and if the Merger and

Financing are consummated, the proceeds of the Financing, to finance our projected operating and cash flow
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needs. However, our cash needs are not entirely predictable, and additional cash may be required, including from our
bank credit facility. Furthermore, inclusion of a going concern qualification in the report of our independent registered
public accountants on our financial statements as of and for the fiscal year ended December 31, 2008 may have a
negative impact on our ability to raise additional capital and may adversely impact our stock price. The credit facility

is currently scheduled to expire on May 27, 2009. Upon termination of the credit facility, we may not be able to renew
our credit facility or replace the funds that are available under the credit facility.

Our credit facility contains a minimum tangible net worth covenant measured on a monthly basis. We were not in
compliance with this covenant as of December 31, 2008 and January 31, 2009. In connection with the extension we
executed on February 26, 2009, the bank granted us a waiver of the noncompliance, redefined the tangible net worth
requirement and established a new lower tangible net worth covenant for the months from February through April
2009. We are in discussions with the lender to obtain more permanent long-term financing although such financing
may not be available or available on terms acceptable to us.

We may not have sufficient capital to fund our ongoing operations. In addition, in the event that our available cash
drops below $1.0 million for more than ten business days, Galil has the right to terminate the Merger Agreement.

Our business may be materially and adversely impacted by the loss of our largest customer or the reduction, delay
or cancellation of orders from this customer; in addition, our business may be materially and adversely impacted if
this customer delays payment or fails to pay for products.

For the fiscal year ended December 31, 2008, our largest customer, a subsidiary of HealthTronics, accounted for 37%
of our revenues, and as of December 31, 2008 this customer accounted for 40.4% of our accounts receivable. Our
sales to this customer may be materially and adversely impacted by various factors relating to this customer s business,
financial condition, results of operations and cash flows. On April 9, 2009, Endocare received a written proposal from
HealthTronics, which is subject to negotiation of a definitive written agreement and due diligence, offering to
purchase all of Endocare s outstanding common stock for $1.25 per share, with Endocare stockholders having the
ability to elect to receive either cash or HealthTronics common stock as consideration. The Endocare board of
directors has determined that the April 2009 HealthTronics Proposal could reasonably be expected to lead to a

Superior Proposal as defined in the Merger Agreement and is in the process of further evaluating the April 2009
HealthTronics Proposal. A determination by the Endocare board of directors not to pursue a transaction with
HealthTronics may materially and adversely affect our relationship with this customer. Our business, financial
condition, results of operations and cash flows may be materially and adversely impacted by the loss of this customer,
or the reduction, delay or cancellation of orders by this customer. In addition, our business, financial condition, results
of operations and cash flows may be materially and adversely impacted if this customer delays payment or fails to pay
for products sold. This customer is not obligated to purchase a specific quantity of our products or provide binding
forecasts of purchases for any period.

We may be required to make tax payments that exceed our settlement estimates, which may result in a material
adverse effect on our financial condition, results of operations and cash flows.

As of December 31, 2006, 2007, and 2008 we estimated that we owed $2.8 million, $2.2 million, and $2.2 million,
respectively, as of each balance sheet date in state and local taxes, primarily sales and use taxes, in various
jurisdictions in the United States. We are in the process of negotiating resolutions of the past due tax obligations with
the applicable tax authorities. While we hope that these obligations can be settled for less than the amounts accrued,
we cannot predict whether we will obtain favorable settlement terms from the various tax authorities, or that after
settling, we will satisfy the conditions necessary to avoid violating the settlements. Our failure to obtain favorable
settlement terms or to satisfy the settlement conditions may result in a material adverse effect on our business,
financial condition, results of operations and cash flows.
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Our facilities and systems are vulnerable to natural disasters or other catastrophic events, which could interrupt
our operations for an extended period of time, and could have a material adverse effect on our business.

Our headquarters, cryoablation products manufacturing facilities, research facilities and much of our infrastructure,
including computer servers, are located in California, an area that is susceptible to earthquakes, fires and other natural
disasters. A natural disaster or other catastrophic event, such as an earthquake, fire, flood, severe storm, break-in,
terrorist attack or other comparable problems could cause interruptions or delays in our business and loss of data or
render us unable to accept and fulfill customer orders in a timely manner, or at all. We have no formal disaster
recovery plan and our business interruption insurance may not adequately compensate us for losses that may occur. In
the event that an earthquake, or other natural disaster or other catastrophic event were to destroy any part of our
facilities or interrupt our operations for any extended period of time, or if harsh weather conditions prevent us from
delivering products in a timely manner, it could have a material adverse effect on our business, financial condition,
results of operations and cash flows.

Risks Associated with an Investment in Endocare s Common Stock

The market price of our common stock is highly volatile.

The market price of our common stock has been and is expected to continue to be highly volatile in the future. This
volatility is in response to a number of factors, including:

announcements of technological innovations by us or other companies;
regulatory matters;

new or existing products or procedures;

concerns about our financial position and operating results;

litigation developments;

government regulation;

developments or disputes relating to agreements, patents or proprietary rights;
differences between our actual financial and operating results and those expected by investors and analysts;
fluctuations in our results of operations;

changes in analysts recommendations or projections;

changes in general valuations for medical device companies;

changes in general economic or market conditions; and

broad market fluctuations.

As aresult of any of these factors the market price of our common stock may fall abruptly and significantly.
Moreover, recently the stock market in general has experienced extreme price and volume fluctuations. This volatility
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has had a significant effect on the market price of securities issued by many companies for reasons often unrelated to
their operating performance. These broad market fluctuations may adversely affect the market price of our common
stock, regardless of our operating results. Any of these factors could have a material adverse effect on your investment
in our common stock. As a result, you could lose some or all of your investment.

Historically our common stock has a low trading volume and any sale of a significant number of shares is likely to
depress the trading price.

Our common stock is currently listed on the NASDAQ Capital Market. Traditionally, the trading volume of our
common stock has fluctuated significantly. Because of this periodic and limited trading volume, our stockholders may
not be able to sell quickly any significant number of shares of our common stock, and any attempted sale of a large
number of our shares may have a material adverse impact on the price of our common stock. In addition, the price per
share is subject to volatility and may continue to be subject to rapid and significant price swings in the future.
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Future sales of shares of our common stock, or the perception of significant future sales, may negatively affect our
stock price.

We had an aggregate of 11,925,244 shares of common stock outstanding as of April 29, 2009. After the Merger and
the Financing are consummated, we expect to have an aggregate of 39,374,439 shares of our common stock
outstanding, including the Escrow Shares. The 16,250,000 shares of our common stock expected to be issued in the
Financing will initially be subject to restrictions on transfer. Future sales of our common stock, including shares
issued in the Financing, shares issues upon the exercise of outstanding options and warrants, sales of equity related
securities, or hedging or other derivative transactions with respect to our common stock, could have a significant
negative effect on the market price of our common stock. These sales, or anticipated sales, also might make it more
difficult for us to sell equity securities or equity-related securities in the future at a time and price that we would deem
appropriate or necessary.

Investors in our financing consummated in March 2005 received warrants to purchase an aggregate of 657,446 shares
of our common stock at an exercise price of $10.50 per share and 657,446 shares of our common stock at an exercise
price of $12.00 per share. These warrants have an anti-dilution clause that in certain circumstances reduces the
effective exercise price of the warrants and proportionately increases the number of shares underlying the warrants. As
a result of our issuance of shares of common stock in the Financing and prior issuances, the exercise price of the
Series A Warrants will be decreased to $5.41 and provide holders the right to purchase an additional 618,130 shares
and the exercise price of the Series B Warrants will be decreased to $6.07 and provide holders the right to purchase an
additional 642,834 shares.

We entered into registration rights agreements in connection with other recent financings, and will enter into a
registration rights agreement in connection with the Financing, in each case pursuant to which we agreed or will agree
to register for resale by the investors the shares of common stock issued. The sale or anticipated sale of shares covered
by these registration statements could have a material adverse effect on the market price of our shares.

If Endocare fails to meet all applicable continued listing requirements of the NASDAQ Capital Market and
NASDAQ determines to delist Endocare s common stock, the market liquidity and market price of Endocare s
common stock could decline.

Our common stock is currently listed on the NASDAQ Capital Market. In order to maintain that listing, Endocare
must satisfy minimum financial and other listing requirements. In addition, the issuance of Endocare common stock in
the Merger and the Financing may constitute a change of control for purposes of NASDAQ Marketplace

Rule 5635(b). Whether a change of control exists under NASDAQ Marketplace Rule 5635(b) is a facts and
circumstances determination that is currently being undertaken by NASDAQ based on an evaluation of certain factors,
such as changes in Endocare s management, board of directors, voting power, ownership and financial structure as a
result of the Merger and the Financing. If NASDAQ determines that the Merger and the Financing constitute a change
of control of Endocare, Endocare will be required to submit a new original listing application with NASDAQ and
comply with the NASDAQ Capital Market initial listing requirements, including a $4.00 minimum bid price, in order
for Endocare s common stock to continue to be listed on the NASDAQ Capital Market after consummation of the
Merger and the Financing. In addition, NASDAQ Marketplace Rule 5550(a)(2) sets a minimum per share price of
$1.00 for continued listing on the NASDAQ Capital Market. Endocare s common stock has traded below $4.00 since
July 21, 2008, and has traded between $0.41 and $1.05 since January 1, 2009. The closing price of Endocare s
common stock as of April 29, 2009 was $0.97. Accordingly, there can be no assurance that Endocare will be able to
retain its listing on the NASDAQ Capital Market if NASDAQ determines that the Merger and the Financing constitute
a change of control or determines to delist Endocare for failure to meet the $1.00 minimum bid price for continued
listing.
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If Endocare fails to meet all applicable listing requirements of the NASDAQ Capital Market at any time and
NASDAAQ determines to delist its common stock, an active trading market for Endocare s common stock may not be
sustained and the market price of Endocare s common stock could decline. If an active trading market for Endocare s
common stock is not sustained, it will be difficult for Endocare s stockholders to sell shares of Endocare s common
stock without further depressing the market price of such common stock, if at all. A delisting of Endocare s common
stock also could make it more difficult for Endocare to obtain financing for the continuation of operations and could
result in the loss of confidence by investors, suppliers and employees.
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The anti-takeover provisions in our charter, our stockholder rights plan and certain provisions of Delaware law
could prevent a third party from acquiring us or limit the price that investors may be willing to pay for shares of
our common stock.

Provisions of our Restated Certificate of Incorporation, as amended and our amended and restated bylaws may have
the effect of making it more difficult for a third party to acquire, or of discouraging a third party from attempting to
acquire, control of Endocare. Our Restated Certificate of Incorporation, as amended, authorizes our board of directors
to issue preferred stock without stockholder approval. Depending on the rights and terms of any series of preferred
stock created, and the reaction of the market to the series, the rights or the value of your Endocare common stock
could be negatively affected. For example, subject to applicable law, the board of directors could create a series of
preferred stock with preferential rights to dividends or assets upon liquidation, or with superior voting rights to the
existing common stock. In addition, we have adopted a stockholder rights plan in which preferred stock purchase
rights were distributed as a dividend. These provisions may prevent or delay a third party from acquiring us, even if
doing so would be beneficial to our stockholders.

We are subject to the anti-takeover provisions of Section 203 of the Delaware General Corporation Law. Subject to
specified exceptions, this section provides that a corporation may not engage in any business combination with any
interested stockholder during the three-year period following the time that such stockholder becomes an interested
stockholder. This provision could have the effect of delaying or preventing a change of control of Endocare. The
foregoing factors could reduce the price that investors or an acquirer might be willing to pay in the future for shares of
our common stock. Our board of directors has taken all action necessary to exempt Galil s shareholders and the
purchasers in the Financing from the anti-takeover provisions of Section 203 of the Delaware General Corporation
Law as it relates to shares of Endocare common stock acquired in the Merger and the Financing.

The issuance of common stock in the Merger and the Financing will trigger an ownership change that will
negatively impact our ability to utilize net operating loss and capital loss deferred tax assets in the future.

As of December 31, 2008, we had a domestic federal net operating loss carryforward of approximately $131.1 million.
Companies are subject to a change of ownership test under Section 382 of the Code that, if met, can limit the annual
utilization of the carryforward. We believe such test will be met as a result of the issuance of common stock in the
Merger and Financing.

Generally, under that section, the yearly limitation on our ability to utilize such deductions will be equal to the product
of the applicable long term tax exempt rate (presently 5.49 percent) and the value of our common stock immediately
before the ownership change. Our ability to utilize depreciation deductions during the five-year period following the
ownership change would also be limited under Section 382, together with NOLSs, to the extent that such deductions
reflect a net loss that was built-in  to our assets immediately prior to the ownership change.

Similar rules under Section 383 of the Code will also limit our ability to utilize capital loss carryforwards. As of
December 31, 2008, we had domestic federal capital loss carryforwards of approximately $39.6 million.

Because an ownership change will be triggered as a result of the issuance of common stock in the Merger and the
Financing, our ability to use the net operating loss carryforward and capital loss carryforwards to offset future income
will be substantially limited. Therefore, we may suffer higher-than-anticipated tax expense, and consequently lower

net income, in those future years.

Risks Related to Galil
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Galil is incorporated under the laws of, and its principal offices are located in, the State of Israel and therefore its
business operations may be harmed by adverse political, economic and military conditions affecting Israel.

Galil is incorporated under the laws of, and its principal executive offices and research and development facilities are
located in, the State of Israel. In addition, some of its subcontractors are located in Israel. Accordingly, political,

economic and military conditions in Israel may directly affect its business. The Israeli economy has
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suffered in the past and may suffer in the future from instability, which may adversely affect Galil s financial condition
and results of operations.

Following the recession and the instability that characterized the Israeli economy during the years 2001 and 2003, the
Israeli economy showed signs of improvement during 2004, 2005, 2006 and 2007. The Israeli economy has also been
subject to significant changes, as a result of implementation of new economic policies and privatization. If the results
of these changes are unsuccessful or the economic situation in Israel deteriorates, it may also adversely affect Galil s
financial conditions, its results of operations and its ability to obtain financing from Israeli banks.

In addition, since the establishment of the State of Israel in 1948, a number of armed conflicts have occurred between
Israel and its Arab neighbors. Any hostilities involving Israel or the interruption or curtailment of trade between Israel
and its present trading partners could affect adversely Galil s operations. Since October 2000, terrorist violence in
Israel has increased significantly, primarily in the West Bank and Gaza Strip, and Israel has experienced terrorist
incidents within its borders. Recently, there has been a further escalation in violence among Israel, Hamas, the
Palestinian Authority and other groups. In addition, since July 2006, there have been extensive hostilities along Israel s
northern border with Lebanon and in the Gaza Strip. Since June 2007, the Hamas militant group has taken over the
Gaza Strip from the Palestinian Authority, and the hostilities along Israel s border with the Gaza Strip have increased.
Beginning in late December of 2008, open hostilities between Israel and Hamas in the Gaza Strip have intensified
significantly. Ongoing and increased hostilities or other Israeli political or economic factors could harm Galil s
operations and product development and cause its sales to decrease. Furthermore, several countries still restrict
business with Israel and Israeli companies. These restrictive laws and policies may seriously limit Galil s ability, and
that of the combined company, to sell its products in these countries.

Galil has a limited operating history with significant losses.

Galil has yet to establish any history of profitable operations. Galil has incurred losses from operations of

$30.1 million, $9.9 million and $1.9 million during the fiscal years ended December 31, 2008, 2007, and 2006,
respectively. The loss of $30.1 million for the year ended December 31, 2008 includes a one-time non-cash charge of
$16.8 million relating to goodwill impairment. As a result, at December 31, 2007 Galil had an accumulated deficit of
$45.6 million and as of December 31, 2008, Galil had an accumulated deficit of $76.2 million. Galil has incurred net
losses of $30.4 million, $9.5 million and $13 million during the fiscal years ended December 31, 2008, 2007 and
2006, respectively. Galil had an operating cash flow deficit of $11.3 million, $3.8 million and $0.6 million for the
years ended December 31, 2008, 2007 and 2006, respectively. As of March 31, 2009, Galil had cash and cash
equivalents of $4.05 million.

As aresult of Galil s recurring operating losses and negative cash flows from operating activities, among other matters,
Galil s independent registered public accounting firm s report on its financial statements as of and for the fiscal year
ended December 31, 2008 includes an explanatory paragraph expressing substantial doubt about Galil s ability to
continue as a going concern.

To date, Galil s revenues have not been sufficient to sustain Galil s operations. Galil expects that its revenues as a
standalone company will not be sufficient to sustain its operations for the foreseeable future. There can be no

assurances as to when or whether Galil will ever be profitable.

Tax benefits Galil receives through operating in Israel may be terminated or reduced in the future, which would
increase Galil s costs.

If Galil generates income, it may be able to take advantage of tax exemptions and reductions resulting from the
Approved Enterprise and Benefited Enterprise status of Galil s facilities in Israel. To remain eligible for these tax
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benefits, Galil must continue to meet certain conditions, including making specified investments in property and
equipment. If Galil fails to meet these conditions in the future, the tax benefits would be canceled. In addition, these
tax benefits may not be continued in the future at their current levels or at any level. The termination or reduction of
these tax benefits may increase Galil s expenses in the future, which would reduce its expected profits or increase its
losses. Additionally, if Galil increases its activities outside of Israel, the increased activities generally will not be
eligible for inclusion in Israeli tax benefit programs. Under the original approved plan, Galil enjoyed a tax holiday
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for the years 2001 through 2003. On January 1, 2004 the plan was cancelled. A base turnover was determined at
$2.5 million dollars. Galil received the Investment Center s approval for its second plan and will be entitled to a tax
holiday for 10 years commencing on the first year of taxable income (but not later than the year 2016).

On September 2007, Galil applied to the Israeli tax authority for approval of a new Benefited Enterprise status and
requested the year 2007 to be the year of election. Galil expects to receive the taxation decision soon.

The Israeli government grants Galil has received for research and development expenditures restrict its ability to
manufacture products and transfer technologies outside of Israel and require it to satisfy specified conditions.

Until 2003, Galil received grants totaling $2.3 million from the government of Israel through the Office of the Chief
Scientist of the Israeli Ministry of Industry, Trade and Labor ( OCS ), including the Magnet Division, for the financing
of a portion of its research and development expenditures for its cryoablation products. Under Israeli law, Galil is
prohibited from manufacturing products incorporating know-how developed with grants from the OCS outside of
Israel, unless prior approval of a governmental committee is obtained. Even if Galil receives approval to manufacture
its products outside of Israel, it may be required to pay an increased total amount of royalties, which may be up to
300% of the aggregate grants amount plus interest (less royalties which have been paid to date), depending on the
manufacturing volume that is performed outside of Israel. These restrictions may impair its ability to outsource
manufacturing or engage in similar arrangements for those products or technologies. In addition, Galil is prohibited
from transferring to third parties the technology developed with these grants without the prior approval of a
governmental committee and, possibly, the payment of a fee.

Galil s operations may be disrupted by the obligation of its personnel to perform military service.

Some of Galil s officers and employees in Israel are obligated to perform annual military reserve duty in the Israeli
Defense Forces and may be called to active duty under emergency circumstances at any time. If a military conflict or
war arises, these individuals could be required to serve in the military for extended periods of time. Galil s operations
could be disrupted by the absence for a significant period of one or more of its officers or key employees or a
significant number of its other employees due to reserve duty. Any such disruption in Galil s operations may harm its
business.

Galil is subject to risks arising from currency exchange rates, which could increase its costs and may have a
negative effect on its results of operations.

A majority of Galil s revenues and a substantial portion of its expenses are denominated in U.S. dollars. However, a
small portion of its revenues and a portion of its costs, including manufacturing and research and development, are
incurred in New Israeli Shekels and Euro. Inflation in Israel or Europe or a weakening of the U.S. dollar against other
currencies may have the effect of increasing the U.S. dollar cost of Galil s operations in that jurisdiction, which may
have a material adverse impact on its results of operations. During 2007, the New Israeli Shekel appreciated against
the U.S. dollar by approximately 9%, which contributed to a significant increase in the U.S. dollar cost of Galil s
operations in Israel. In addition, during 2007, the Euro appreciated against the U.S. dollar by approximately 11.7%,
which contributed to a significant increase in the U.S. dollar cost of Galil s operations in Europe. During 2008 the New
Israeli Shekel appreciated against the U.S. dollar by approximately 2%, and the Euro depreciated against the

U.S. dollar by approximately 5%. If the U.S. dollar continues to decline in value in relation to one or more of these
currencies, it will become more expensive for Galil to fund its operations in the jurisdictions that use those other
currencies.

Although Galil may use hedging techniques to reduce the risk associated with fluctuations in currency exchange rates,
it may not be able to eliminate the effects of currency fluctuations. Thus, exchange rate fluctuations could have a
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Risks Related to Endocare and the Combined Company
and the Industry in Which They Will Operate

We may require additional financing in the future to sustain our operations and without it we may not be able to
continue operations.

Endocare and Galil have each historically incurred losses from operations and experienced negative cash flows. As of
March 31, 2008, Endocare and Galil had combined cash and cash equivalents of $6.55 million. We currently
anticipate that the cash proceeds from the Financing will provide the combined company sufficient cash to enable it to
reach positive adjusted EBITDA. However, we can give no assurance that we will be able to successfully integrate the
acquisition of Galil and achieve positive adjusted EBITDA, or that this will be done without the need for additional
capital.

In addition, as a result of each of Endocare s and Galil s historical operating losses, among other matters, the reports of
each company s respective independent registered public accountant on the companies financial statements as of and
for the fiscal year ended December 31, 2008 included an explanatory paragraph expressing substantial doubt about

each company s ability to continue as a going concern.

We may be required to seek additional capital, whether from sales of equity or by borrowing money, to fund our
operations. The availability of additional capital, whether from private capital sources (including banks) or the public
capital markets, fluctuates as market conditions change. There may be times when the private capital markets and the
public debt or equity markets lack sufficient liquidity or when our securities cannot be sold at attractive prices, in
which case we would not be able to access capital from these sources. In addition, a weakening of our financial
condition or strength could adversely affect our ability to obtain necessary funds. Furthermore, inclusion of an
explanatory paragraph expressing substantial doubt about each of Endocare s and Galil s ability to continue as going
concerns in the reports of their respective independent registered public accounting firms on each company s audit
report for its fiscal year ended December 31, 2008 may have a negative impact on each of their, and the combined
company s, abilities to raise additional capital and may adversely impact their respective stock prices.

Even if available, additional financing could be costly or have adverse consequences. If additional funds are raised
through the issuance of stock, dilution to stockholders will result. In addition, our Restated Certificate of
Incorporation, as amended, also authorizes our board of directors to issue blank check preferred stock without
stockholder approval. If any such series of preferred stock was created, depending on the rights and terms of any new
series created, and the reaction of the market to the series, the rights or the value of our common stock could be
negatively affected. If additional funds are raised through the incurrence of debt, we will incur increased debt
servicing costs and may become subject to additional restrictive financial and other covenants. We can give no
assurance as to the terms or availability of additional capital.

In addition, under our current credit agreement with Silicon Valley Bank, which expires on May 27, 2009, funds
available for borrowing under this facility are based on eligible trade receivables and inventory as defined therein. The
credit agreement contains a subjective acceleration clause and a requirement to maintain a lockbox with the lender to
which all receivable collections are deposited. Under the subjective acceleration clause, the lender may accelerate
repayment of amounts borrowed and/or cease making advances to us if it determines that a material adverse change
has occurred in our business or our ability to meet our obligations under the credit agreement. In addition, the
proceeds from the lockbox will be applied to reduce the outstanding borrowings upon an event of default (including
the occurrence of a material adverse change) or if trigger events occur. Our ability to access funds under the credit
agreement is subject to our ability to meet all restrictive covenants and comply with all representations and warranties.
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Our success is reliant on the acceptance by doctors and patients of our cryoablation systems as a preferred
treatment for tumor ablation.

Cryoablation has existed for many years, but has not been widely accepted primarily due to concerns regarding safety

and efficacy and widespread use of alternative therapies. Because the technology previously lacked precise monitoring
capabilities, prostate cryoablation procedures performed in the 1970 s resulted in high cancer recurrence and negative
side effects, such as rectal fistulae and incontinence, and gave cryoablation treatment negative publicity. To overcome
these negative side effects, we have developed ultrasound guidance and temperature sensing
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to enable more precise monitoring in our cryoablation systems. Nevertheless, we need to overcome the earlier
negative publicity associated with cryoablation in order to obtain market acceptance for our products. In addition, use
of our cryoablation systems requires significant physician education and training. As a result, we may have difficulty
obtaining adoption of the technology and recommendations and endorsements of physicians and patients for our
cryoablation systems. We may also have difficulty raising the brand awareness necessary to generate interest in our
cryoablation systems. Any adverse side effects, including impotence or incontinence, recurrence of cancer or future
reported adverse events or other unfavorable publicity involving patient outcomes from the use of cryoablation,
whether from our products or the products of our competitors, could adversely affect acceptance of cryoablation. In
addition, emerging new technologies and procedures to treat prostate cancer may negatively affect the market
acceptance of cryoablation. If our cryoablation systems do not achieve broad market acceptance, we will likely remain
unprofitable.

If we are unable to continue to enhance our cryoablation systems, our business will suffer.

Our growth depends in part on continued ability to successfully develop, manufacture and commercialize
enhancements to our cryoablation systems. We may experience difficulties that could delay or prevent the successful
development, manufacturing and commercialization of these products. As a result of our financial condition, we have
had to forgo making investments in research and development expenditures, and in some cases have had to eliminate
projects and reduce spending. Our products in development may not prove safe and effective in clinical trials. Clinical
trials may identify significant technical or other obstacles that must be overcome before obtaining necessary
regulatory or reimbursement approvals. In addition, our competitors may succeed in developing commercially viable
products or alternative technologies that render our products obsolete or less attractive. Failure to successfully
develop, manufacture and commercialize new products and enhancements could have a material adverse effect on our
business, financial condition, results of operations and cash flows.

Our intangible assets could become impaired.

Intangible assets acquired in a purchase, such as intellectual property or developed technology, are generally
amortized over various periods depending on their anticipated economic benefits or useful lives. Long-lived assets,
including amortizable intangibles, are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured
by a comparison of the carrying amount of an asset to undiscounted future net cash flows expected to be generated by
the asset. Following a review, if such assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying value of the assets exceeds the fair value of the assets. Any impairment
could have a material adverse effect on our financial conditions and results of operations.

Significant estimates, including assumptions regarding future events and circumstances that cannot be easily
predicted, are required to perform an analysis of the value of intangible assets. These estimates and assumptions may
differ materially from actual outcomes and occurrences.

We are faced with intense competition and rapid technological and industry change, which may make it more
difficult for us to achieve significant market penetration.

The medical device industry generally, and the cancer treatment market in particular, are characterized by rapid
technological change, changing customer needs and frequent new product introductions. If our competitors existing
products or new products are more effective than or considered superior to our products, the commercial opportunity
for our products will be reduced or eliminated. We face intense competition from companies offering other treatment
options, including radical prostatectomy, radiation therapy and hormone therapy. If we are successful in penetrating
the market for treatment of prostate cancer with our cryoablation treatment, other medical device companies may be
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attracted to the marketplace. Many of our competitors and potential competitors are significantly larger than we are
and have greater financial, technical, research, marketing, sales, distribution and other resources than we do. We
believe there will be intense price competition for products developed to treat cancer. Our competitors may develop or
market technologies and products that are more effective or commercially attractive than any that we are developing
or marketing. Our competitors may obtain regulatory approval and introduce and commercialize products before we
do. These developments could have a material adverse effect on
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our business, financial condition, results of operations and cash flows. Even if we are able to compete successfully, we
may not be able to do so in a profitable manner.

There is uncertainty relating to third-party reimbursement, which is critical to market acceptance of our products.

Hospitals and other health care providers in the United States generally rely on third-party payers, principally federal
Medicare, state Medicaid and private health insurance plans, to reimburse all or part of the cost of medical procedures
involving our products. While private health insurers in some areas of the United States provide reimbursement for
procedures in which our products are used, we can provide no assurance that private insurance reimbursement will be
adopted nationally or by additional insurers. Furthermore, those private insurance companies currently paying for
procedures in which our products are used may terminate such coverage. If reimbursement levels from Medicare,
Medicaid, other governmental health care programs or private insurers are not sufficient, physicians may choose not
to recommend, and patients may not choose, procedures using our products.

International market acceptance of our products may depend, in part, upon the availability of reimbursement within
prevailing health care payment systems. Reimbursement and health care payment systems in international markets
vary significantly by country, and include both government sponsored health care and private insurance. We may not
obtain international reimbursement approvals in a timely manner, if at all, and international reimbursement approvals,
once obtained, may be subsequently withdrawn or reduced. Our failure to receive and maintain international
reimbursement approvals may negatively impact market acceptance of our products in the international markets in
which those approvals are sought.

From time to time significant attention has been focused on reforming the health care system in the United States and
other countries. Any changes in Medicare, Medicaid or third-party medical expense reimbursement, which may arise
from health care reform, may have a material adverse effect on reimbursement for our products or procedures in
which our products are used and may reduce the price we are able to charge for our products. In addition, changes to
the health care system may also affect the commercial acceptance of products we are currently developing and
products we may develop in the future. Potential changes that have been considered include controls on health care
spending and price controls. Several proposals have been made in the United States Congress and various state
legislatures recently that, if adopted, would potentially reduce health care spending, which may result in a material
adverse effect on our business, financial condition, results of operations and cash flows.

If we fail to protect our intellectual property rights, our competitors may take advantage of our ideas and compete
directly against us.

Our success will depend to a significant degree on our ability to secure and protect intellectual property rights and to
enforce patent and trademark protections relating to our technology. From time to time, litigation may be advisable to
protect our intellectual property position. However, these legal means afford only limited protection and may not
adequately protect our rights or permit us to gain or keep any competitive advantage. Any litigation in this regard
could be costly, and it is possible that we will not have sufficient resources to fully pursue litigation or to protect our
other intellectual property rights. Litigation could result in the rejection or invalidation of our existing and future
patents. Any adverse outcome in litigation relating to the validity of our patents, or any failure to pursue litigation or
otherwise to protect our patent position, could have a material adverse effect on our business, financial condition,
results of operations and cash flows. Also, even if we prevail in litigation, the litigation would be costly in terms of
management distraction as well as in terms of cash resources. In addition, confidentiality agreements with our
employees, consultants, customers, and key vendors may not prevent the unauthorized disclosure or use of our
technology. It is possible that these agreements could be breached or that they might not be enforceable in every
instance, and that we might not have adequate remedies for any such breach. Enforcement of these agreements may be
costly and time consuming. Furthermore, the laws of foreign countries may not protect our intellectual property rights
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to the same extent as the laws of the United States.

Because the medical device industry is litigious, we may be sued for allegedly violating the intellectual property
rights of others.

The medical technology industry has in the past been characterized by a substantial amount of litigation and related
administrative proceedings regarding patents and intellectual property rights. In addition, major medical
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device companies have used litigation against emerging growth companies as a means of gaining or preserving a
competitive advantage.

Should third parties file patent applications or be issued patents claiming technology also claimed by us in pending
applications, we may be required to participate in interference proceedings in the United States Patent and Trademark
Office to determine the relative priorities of our inventions and the third parties inventions. We could also be required
to participate in interference proceedings involving our issued patents and pending applications of another entity. An
adverse outcome in an interference proceeding could require us to cease using the technology or to license rights from
prevailing third parties. If we are required to license rights from a third party, such license may be expensive and on
terms that are unacceptable to us.

Third parties may claim we are using their patented inventions and may go to court to stop us from engaging in our
normal operations and activities. These lawsuits are expensive to defend and conduct and would also consume and
divert the time and attention of our management. A court may decide that we are infringing a third party s patents and
may order us to cease the infringing activity. A court could also order us to pay damages for the infringement. These
damages could be substantial and could have a material adverse effect on our business, financial condition, results of
operations and cash flows.

If we are unable to obtain any necessary license following an adverse determination in litigation or in interference or
other administrative proceedings, we would have to redesign our products to avoid infringing a third party s patent and
could temporarily or permanently have to discontinue manufacturing and selling some or all of our products. If this
were to occur, it would negatively impact future sales and, in turn, our business, financial condition, results of
operations and cash flows.

Our ability to conduct medical research and receive medical information may be hampered by the privacy
regulations developed under the Health Insurance Portability and Accountability Act of 1996, referred to as
HIPAA.

The privacy regulations of HIPAA place limitations on a covered entity s use and disclosure of identifiable patient
information, including research data. While Endocare is not a covered entity under HIPAA, Endocare s relationships
with covered entities, such as hospitals and physicians, sometimes implicate HIPAA. We believe that we have
implemented appropriate measures to ensure that our relationships with covered entities are appropriate and consistent
with HIPAA. However, there are many uncertainties remaining about how HIPAA applies to medical device
companies, and no assurance can be given that HIPAA will not be interpreted in a manner that will hamper our ability
to conduct medical research and receive medical information for other purposes as well.

If we fail to obtain or maintain necessary regulatory clearances or approvals for products, or if approvals are
delayed or withdrawn, we will be unable to commercially distribute and market our products or any product
modifications.

Government regulation has a significant impact on our business. Government regulation in the United States and other
countries is a significant factor affecting the research and development, manufacture and marketing of our products. In
the United States, the Food and Drug Administration (the FDA ) has broad authority under the Federal Food, Drug and
Cosmetic Act (the FD&C Act ) to regulate the development, distribution, manufacture and sale of medical devices.
Foreign sales of drugs and medical devices are subject to foreign governmental regulation and restrictions, which vary
from country to country. The process of obtaining FDA and other required regulatory clearances and approvals
(collectively, regulatory approvals ) is lengthy and expensive. We may not be able to obtain or maintain necessary
regulatory approvals for clinical testing or for the manufacturing or marketing of our products. Failure to comply with
applicable regulatory approvals can, among other things, result in fines, suspension or withdrawal of regulatory
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approvals, product recalls, operating restrictions and criminal prosecution. In addition, new or additional
governmental regulations may be established which could prevent, delay, modify or rescind regulatory approval of our
products. Any of these actions by the FDA or foreign regulatory authority, or change in FDA regulations or those of a
foreign regulatory authority, could have a material adverse effect on our business, financial condition, results of
operations and cash flows.

Regulatory approvals, if granted, may include significant limitations on the indicated uses for which our products may
be marketed. In addition, to obtain such regulatory approvals, the FDA and foreign regulatory authorities may impose
numerous other requirements on us. FDA enforcement policy prohibits the marketing of
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approved medical devices for unapproved uses. In addition, regulatory approvals can be withdrawn for failure to
comply with regulatory standards or as a result of unforeseen problems following initial marketing. We may not be
able to obtain or maintain regulatory approvals for our products on a timely basis, or at all, and delays in receipt of or
failure to receive such regulatory approvals, the loss of previously obtained regulatory approvals or failure to comply
with existing or future regulatory requirements could have a material adverse effect on our business, financial
condition, results of operations and cash flows.

We may be required to modify our agreements, operations, marketing and expansion strategies in response to
changes in the statutory and regulatory environment.

We regularly monitor developments in statutes and regulations relating to our business. However, we may be required
to modify our agreements, operations, marketing and expansion strategies from time to time in response to changes in
the statutory and regulatory environment. We plan to structure all of our agreements, operations, marketing and
strategies in accordance with applicable law, although we can provide no assurance that our arrangements will not be
challenged successfully or that required changes may not have a material adverse effect on our business, financial
condition, results of operations and cash flows.

Our products may be subject to product recalls even after receiving FDA clearance or approval, which would harm
our reputation and our business.

The FDA and similar governmental authorities in other countries have the authority to request and, in some cases,
require the recall or similar actions for our products in the event of material deficiencies or defects in design,
manufacture or labeling or in the event of patient injury. A governmental mandated or voluntary recall by us could
occur as a result of component failures, manufacturing errors or design defects. Any recall of product would divert
managerial and financial resources and harm our reputation with customers and our business, impact our ability to
distribute the recalled product in the future, require costly redesign or manufacturing changes and leave Endocare
vulnerable to additional regulatory sanctions and product liability litigation.

We are subject to risks associated with doing business internationally.

The conduct of our business internationally is subject to certain risks inherent in international business, many of which
are beyond our control. These risks include, among other things:

adverse changes in tariff and trade protection measures;

changes in foreign regulatory requirements;

potentially negative consequences from changes in or interpretations of tax laws;

differing labor regulations;

differing product liability regimes;

changing economic conditions in countries where our products are sold or manufactured or in other countries;
differing local product preferences and product requirements, including regulatory requirements;

exchange rate risks;
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restrictions on the repatriation of funds;

political unrest and hostilities;

differing degrees of protection for intellectual property; and
difficulties in coordinating and managing foreign operations.
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In addition, foreign sales subject us to numerous stringent United States and foreign laws, including the Foreign
Corrupt Practices Act ( FCPA ), and comparable foreign laws and regulations which prohibit improper payments or
offers of payments to foreign governments and their officials and political parties by United States and other business
entities for the purpose of obtaining or retaining business. As we expand our international operations, there is some
risk of unauthorized payments or offers of payments by one of our employees, consultants, sales agents or distributors,
which could constitute a violation by us of various laws including the FCPA, even though such parties are not always
subject to our control. Safeguards that we implement to discourage these practices may prove to be less than effective
and violations of the FCPA and other laws may result in severe criminal or civil sanctions, or other liabilities or
proceedings against us, including class action lawsuits and enforcement actions from the SEC, Department of Justice
and overseas regulators, which could adversely affect our reputation, business, financial condition and results of
operations.

Any of these factors, or any other international factors, could have a material adverse effect on our business, financial
condition and results of operations. There can be no assurance that we can successfully manage these risks or avoid
their effects.

We could be negatively impacted by future interpretation or implementation of the federal anti-kickback and Stark
Laws and other federal and state anti-self-referral and anti-kickback laws.

The Centers for Medicare & Medicaid Services ( CMS ) recently issued a final rule which includes amendments to the
regulations that implement the physician self-referral law (Section 1877 of the Social Security Act), popularly known

as the Stark Law. Certain elements of the final rule that will be effective October 1, 2009 likely will require
restructuring of our contracts with physician-owned entities that provide equipment and services in connection with

our arrangements to furnish equipment, products and services to hospitals. CMS is prohibiting per-click lease
arrangements in which a physician-owned entity is the lessor and receives a per-click payment, either directly or
indirectly, from a provider of designated health services ( DHS ) such as a hospital for space or equipment used by the
hospital in the provision of services to patients who were referred by the lessor to the lessee. These arrangements

where we hold the hospital contract and subcontract with a physician-owned entity constitute less than 20% of our
urology business, and we are actively pursuing various restructuring options. At this time, we are unable to predict
whether, and to what the extent, such restructuring will affect our business or future business arrangements, but there

is no guarantee that it will not have an adverse effect on our business.

In addition, for the same reasons as noted above, by October 1, 2009, physician-owned entities that purchase our
equipment and disposables and then furnish the equipment, disposables, and technical support services to hospitals on
a perclick basis will be required to restructure their per click contracts with the hospital or potentially divest the
physician-owners. Although there is a reasonable position at this time that these entities can avoid divesture of their
physician-owners, these entities will likely have to be restructured to address the Stark Law rule change effective
October 1, 2009. A significant percentage of the urology cases using our equipment in hospitals involves the
aforementioned per-click arrangement. We understand that these entities are also actively pursuing potential
restructuring options. We expect that our arrangements and those of our customers involved in furnishing our products
will be fully compliant with the new regulatory requirements before the October 1, 2009 deadline. Although too early
to assess, it is possible that such restructuring will have an adverse effect on our business. Interventional radiology
services outside of the urology business that involve use of our products generally do not involve physician-owned
businesses, and therefore will not be affected by the new rule.

The new rules also may make physician investment in mobile service providers and other ventures that purchase our

equipment and products and furnish them to hospitals potentially less attractive. At this time, we are unable to predict
whether, and to what extent, implementation of the changes made necessary by the new rules will affect our business
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If we become subject to product liability claims, we may be required to pay damages that exceed our insurance
coverage.

Our business exposes us to potential product liability claims that are inherent in the testing, production, marketing and
sale of medical devices. While we believe that we are reasonably insured against these risks, we may not maintain
insurance in amounts or scope sufficient to provide us with adequate coverage. A claim in excess of our insurance
coverage or not covered by our insurance carriers would have to be paid out of our cash reserves, which could have a
material adverse effect on our business, financial condition, results of operations and cash flows. In addition, any
product liability claim could harm our reputation in the industry and our business.

If our products are not accepted by the medical community, or if our products are replaced by new technologies,
our business may suffer.

The success of our existing products depends on acceptance of these products by the medical community, which
acceptance levels we cannot predict. The success of any products we develop in the future will depend on their
adoption by our targeted markets. We cannot predict how quickly, if at all, the medical community will accept our
future products, or the extent to which those products will be used. If we encounter difficulties introducing future
products into our targeted markets, our operating results and business may be substantially impaired. In addition, new
technologies and techniques or improvements on such technologies or techniques may be developed which may
render obsolete our current products, along with those under development.

Our future growth is dependent upon the development of new products, which requires significant investment in
research and development and clinical trials, and may not result in commercially viable products.

Our future growth is dependent upon the development of new products, which requires that significant resources be
devoted to research and development activities and clinical trials. In order to develop new products and improve
current product offerings, we focus our research and development programs largely on the development of
next-generation and new technology offerings. If we are unable to develop and launch new products as anticipated or
if our R&D efforts do not achieve products with technical feasibility, or take longer than anticipated, our ability to
maintain or expand our market position may be adversely impacted. As a result of our financial condition, we have
had to forgo making investments in research and development expenditures, and in some cases, have had to eliminate
projects and reduce spending.

Our success will depend on our ability to attract and retain key skilled personnel and if we are not successful, our
business will be adversely affected.

In order to execute our business plan, we need to attract, retain and motivate a significant number of highly qualified
managerial, technical, financial and sales personnel. If we fail to attract and retain skilled scientific and sales
personnel, our research and development and sales and marketing efforts will be hindered. Our future success depends
to a significant degree upon the continued services of key management personnel. None of our key management
personnel is covered by an insurance policy of which we are the beneficiary.

Endocare and the combined company will be subject to each of the risks described in the sections above entitled
Risks Associated with Endocare s Business and Risks Related to Galil. If any of those risks occur, it may have a
negative effect on our results of operations and our stock price could decline.

Following the effective time of the Merger, Endocare and the combined company will be subject to each of the risks

described in the sections above entitled Risks Associated with Endocare s Business and Risks Related to Galil. If any
of those risks occur, it may have a negative effect on our results of operations and our stock price could decline.
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FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus contains forward-looking statements within the meaning of Section 27A of the
Securities Act and Section 21E of the Exchange Act. Such forward-looking statements may include statements
regarding, among other things:

the proposed Merger with Galil and the Financing, including the expected time period for closing the Merger
and the Financing;

the Endocare board of directors evaluation of the April 2009 HealthTronics Proposal, including the timing of
its final determination regarding the April 2009 HealthTronics Proposal;

future financial and operating results, including cash requirements;

benefits and synergies of the Merger;

future opportunities of the combined companys;

our growth strategies;

anticipated trends in our industry;

effects of regulatory developments;

our future financing plans; and

our anticipated needs for working capital.
Forward-looking statements, which involve assumptions and describe our future plans, strategies, and expectations,
are generally identifiable by use of the words may, will, should, expect, anticipate, estimate, believe, inte
or the negative of these words or other variations on these words or comparable terminology.
Such forward-looking statements involve known and unknown risks, uncertainties, and other factors that may cause
our actual results, performance, or achievements to be materially different from the future results, performance, or
achievements expressed or implied by any forward-looking statements. Actual events or results may differ materially
from those discussed in forward-looking statements as a result of various factors, including, without limitation, the
risks outlined under Risk Factors and matters described in this proxy statement/prospectus generally. In light of these
risks and uncertainties, there can be no assurance that the forward-looking statements contained in this proxy
statement/prospectus will in fact occur. Given these uncertainties, you should not place undue reliance on these
forward-looking statements.
Except as required by law, we assume no obligation to update these forward-looking statements, or to update the
reasons actual results could differ materially from those anticipated from these forward-looking statements, even if

new information becomes available in the future.
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NOTICE TO CANADIAN RESIDENTS
Resale Restrictions

The distribution of the common stock in the Merger in Canada is being made only on a private placement basis
exempt from the requirement that we prepare and file a prospectus with the securities regulatory authorities in each
province where trades of common stock are made. Any resale of the common stock in Canada must be made under
applicable securities laws which will vary depending on the relevant jurisdiction, and which may require resales to be
made under available statutory exemptions or under a discretionary exemption granted by the applicable Canadian
securities regulatory authority. Affected Galil stockholders are advised to seek legal advice prior to any resale of the
common stock.

Representations of Purchasers

By acquiring common stock in Canada, a purchaser is representing to us and the dealer from whom the purchase
confirmation is being received that:

the purchaser is entitled under applicable provincial securities laws to acquire the common stock without the
benefit of a prospectus qualified under those securities laws, where required by law, that the purchaser is
purchasing as principal and not as agent, the purchaser is an accredited investor as this term is defined by
applicable securities laws in Canada, and

the purchaser has reviewed the text above under Resale Restrictions.
Rights of Action Ontario Purchasers Only

Under Ontario securities legislation, a purchaser who purchases common stock offered by this proxy
statement/prospectus during the period of distribution will have a statutory right of action for damages, or while still
the owner of the common stock, for rescission against us in the event that this proxy statement/prospectus contains a
misrepresentation without regard to whether the purchaser relied on the misrepresentation. The right of action for
damages is exercisable not later than the earlier of 180 days from the date the purchaser first had knowledge of the
facts giving rise to the cause of action and three years from the date on which payment or other consideration is made
for the common stock. The right of action for rescission is exercisable not later than 180 days from the date on which
payment is made or deemed to be made for the common stock. If a purchaser elects to exercise the right of action for
rescission, the purchaser will have no right of action for damages against us. In no case will the amount recoverable in
any action exceed the consideration at which the common stock was offered to the purchaser and if the purchaser is
shown to have purchased the common stock with knowledge of the misrepresentation, we will have no liability. In the
case of an action for damages, we will not be liable for all or any portion of the damages that are proven to not
represent the depreciation in the value of the common stock as a result of the misrepresentation relied upon. These
rights are in addition to, and without derogation from, any other rights or remedies available at law to an Ontario
purchaser. The foregoing is a summary of the rights available to an Ontario purchaser. Ontario purchasers should refer
to the complete text of the relevant statutory provisions.

Enforcement of Legal Rights

Any of the issuer s directors and officers as well as the experts named herein may be located outside of Canada and, as
a result, it may not be possible for Canadian purchasers to effect service of process within Canada upon the issuer or
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such persons. All or a substantial portion of the assets of the issuer and such persons may be located outside of Canada
and, as a result, it may not be possible to satisfy a judgment against the issuer or such persons in Canada or to enforce
a judgment obtained in Canadian courts against such issuer or persons outside of Canada.
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NOTICE TO GUERNSEY RESIDENTS

To the extent to which any promotion of Endocare s common stock to be issued in the Merger or the Financing is
deemed to take place in Guernsey, such shares of Endocare common stock are only being promoted in or from within
the Bailiwick of Guernsey either (i) by persons licensed to do so under the Protection of Investors (Bailiwick of
Guernsey) Law, 1987 (as amended) or (ii) to persons licensed under the Protection of Investors (Bailiwick of
Guernsey) Law, 1987 (as amended), the Insurance Business (Bailiwick of Guernsey) Law, 2002 (as amended), the
Banking Supervision (Bailiwick of Guernsey) Law, 1994 (as amended) or the Regulation of Fiduciaries,
Administration Businesses and Company Directors, etc. (Bailiwick of Guernsey) Law, 2000 (as amended). Promotion
is not being made in any other way.
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ENDOCARE SPECIAL MEETING
General

We are sending you this proxy statement/prospectus as part of the solicitation of proxies by Endocare s board of
directors for use at the special meeting of Endocare s stockholders and any adjournments or postponements of the
meeting. We are first mailing this proxy statement/prospectus, including a notice of the special meeting of Endocare
stockholders and a form of proxy on or about May 7, 2009.

The special meeting is scheduled to be held on:

Friday, June 5, 2009
at 11:00 a.m., local time at:

Endocare, Inc.
201 Technology Drive,
Irvine, California 92618

Purpose of the Special Meeting

The purpose of the Endocare special meeting is to vote on:
the issuance of shares of Endocare common stock in the Merger pursuant to the Merger Agreement;
the issuance of up to 16,250,000 shares of Endocare common stock pursuant to the Stock Purchase Agreement;
the approval of the Endocare, Inc. 2009 Stock Incentive Plan;

the approval of an amendment to Endocare s Restated Certificate of Incorporation, as amended, to increase the
total number of shares of capital stock that Endocare is authorized to issue from 51,000,000 shares to
76,000,000 shares by increasing the total number of authorized shares of common stock from

50,000,000 shares to 75,000,000 shares;

to approve an adjournment of the special meeting, if necessary, to solicit additional proxies if there are not
sufficient votes in favor of Proposals 1 through 4; and

to transact such other business that properly comes before the special meeting or any adjournment or
postponement thereof. We know of no other matters to be brought before the special meeting. However, if any
other matters are properly presented for action at the Endocare special meeting, including a motion to adjourn
or postpone the meeting to another time or place, the persons named in the enclosed proxy form will have the
discretion, unless otherwise noted on any proxy form, to vote on those matters, subject to applicable law. No
proxy form that is voted against Proposals 1, 2, 3 or 4 will be voted in favor of any adjournment or
postponement of the special meeting.

The approval of both of Proposals 1 and 2 is required for completion of the Merger. In addition, unless the

Merger is completed, neither the Endocare, Inc. 2009 Stock Incentive Plan nor the amendment to Endocare s
Restated Certificate of Incorporation, as amended, will be implemented, whether or not approved by the
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Endocare stockholders. In the event that either Proposal 1 or Proposal 2, or both, are not approved by the
Endocare stockholders at the special meeting, the Merger will not be consummated.

Recommendation of Endocare s Board of Directors

After careful consideration, Endocare s board of directors unanimously recommends that Endocare s stockholders vote
FOR Proposal 1 to approve the issuance of shares of Endocare common stock in the Merger pursuant to the Merger
Agreement, FOR Proposal 2 to approve the issuance of up to 16,250,000 shares of Endocare common stock pursuant

to the Stock Purchase Agreement, FOR Proposal 3 to approve the Endocare, Inc. 2009 Stock Incentive Plan, FOR
Proposal 4 to approve an amendment to Endocare s Restated Certificate of Incorporation, as amended, to increase the
total number of shares of common stock that Endocare is authorized to issue, and FOR Proposal 5 to approve an
adjournment of the special meeting, if necessary, to solicit additional proxies if there are not sufficient votes in favor

of Proposals 1 through 4.

On April 9, 2009, Endocare received a written proposal from HealthTronics, offering to purchase all of Endocare s
outstanding common stock for $1.25 per share, with Endocare stockholders having the ability to elect to
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receive either cash or HealthTronics common stock as consideration. The proposal is subject to negotiation of a
definitive written agreement and due diligence. The Endocare board of directors has had preliminary discussions
regarding the April 2009 HealthTronics Proposal, in consultation with Endocare s management and legal and financial
advisors. The Endocare board of directors has determined that the April 2009 HealthTronics Proposal could
reasonably be expected to lead to a Superior Proposal as defined in the Merger Agreement and is in the process of
further evaluating the April 2009 HealthTronics Proposal, including conducting due diligence and collecting other
information appropriate for such evaluation. The Endocare board of directors has not determined that the April 2009
HealthTronics Proposal is in fact a Superior Proposal. At this time, the Endocare board of directors continues to
believe that the Merger with Galil is in the best interests of Endocare and its stockholders. However, in the exercise of
its fiduciary duties, the Endocare board of directors believes that a full assessment of the April 2009 HealthTronics
Proposal should be conducted before making any final determination regarding the April 2009 HealthTronics
Proposal. Upon concluding its evaluation of the April 2009 HealthTronics Proposal, should the Endocare board of
directors determine that the April 2009 HealthTronics Proposal is not a Superior Proposal under the Merger
Agreement, the Endocare board of directors will promptly provide Endocare s stockholders with all additional
information material to such stockholders regarding its evaluation, including the reasons underlying the Endocare
board of directors conclusions regarding the Galil Merger and the April 2009 HealthTronics Proposal and the
advantages of the Galil Merger over the April 2009 HealthTronics Proposal, through the filing and distribution to
Endocare stockholders of a prospectus supplement to the Form S-4 of which this proxy statement/prospectus forms a
part. The Endocare board of directors expects to complete its evaluation by May 15, 2009 which will provide
Endocare stockholders with a reasonable amount of time to receive and review the prospectus supplement containing
the Endocare board of directors conclusions regarding the Galil Merger and the April 2009 HealthTronics Proposal
and to submit their proxies prior to the Endocare special meeting. In the event that the Endocare board of directors
final determination with respect to the April 2009 HealthTronics Proposal is delayed, Endocare will allow at least 10
calendar days from the date the prospectus supplement is mailed prior to holding its special meeting, even if such
delay requires Endocare to temporarily postpone the special meeting. Endocare stockholders should understand that,
until they have received the prospectus supplement, they may not have the most up-to-date information regarding the
Endocare board of directors evaluation of the April 2009 HealthTronics Proposal and should consider waiting to
provide their proxies for the Endocare special meeting until the Endocare board of directors announces its
determination with respect to the April 2009 HealthTronics Proposal. There can be no assurances that the Endocare
board of directors will determine that the April 2009 HealthTronics Proposal constitutes a Superior Proposal or, if it
makes such a determination, that a transaction with HealthTronics will be consummated.

Voting

Each stockholder is entitled to one vote for each share of our common stock held by such stockholder on April 29,
2009, the record date for determining which stockholders are entitled to vote at the special meeting. On April 29, 2009
there were 11,925,244 issued and outstanding shares of Endocare common stock. Endocare s amended and restated
bylaws provide that a majority of the shares entitled to vote, represented in person or by proxy, will constitute a
quorum for transaction of business at the special meeting.

You can vote your shares in two ways: either by proxy or in person at the special meeting by written ballot. See below
under Proxies for information about voting by proxy.

The proposals, other than Proposal 4, will require the approval of the holders of a majority of our outstanding common
stock present in person or represented by proxy at the special meeting.

Proposal 4 to approve an amendment to Endocare s Restated Certificate of Incorporation, as amended, to increase the

number of shares of common stock that Endocare is authorized to issue will require the approval of the holders of a
majority of the outstanding shares of Endocare common stock entitled to vote as of the record date.
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Votes will be counted by the inspector of election appointed for the meeting, who will separately count For,  Against
and Abstain votes, as well as broker non-votes. Broker non-votes occur when a nominee holding shares for a
beneficial owner does not vote on a particular proposal because the nominee does not have discretionary voting power
with respect to that proposal and has not received instructions with respect to that proposal from the beneficial owner
(despite voting on at least one other proposal for which the nominee does have discretionary authority or for which it
has received instructions).
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If you choose to vote by proxy, you may do so via the Internet, by telephone or by mail. Even if you plan to attend the
meeting, the Endocare board of directors recommends that you vote by proxy.

Proxy Voting via the Internet. Go to www.proxyvote.com. Use the Internet to transmit your voting instructions
up until 11:59 p.m. Eastern time on June 4, 2009. Have your proxy card in hand when you access the website
and follow the instructions to obtain your records and to create an electronic voting instruction form.

Proxy Voting by Telephone. Call 1-800-690-6903. Use any touch-tone telephone to transmit your voting
instructions up until 11:59 p.m. Eastern time on June 4, 2009. Have your proxy card in hand when you call and
then follow the instructions.

Proxy Voting by Mail. Mark, sign and date your proxy card and return it in the postage-paid envelope we have
provided or return it to Vote Processing, c/o Broadridge, 51 Mercedes Way, Edgewood, NY 11717. Proxy
cards must be received by the time of commencement of the special meeting.

PLEASE DO NOT MAIL BACK YOUR PROXY CARD IF YOU ARE VOTING BY THE INTERNET OR
TELEPHONE.

Endocare s board of directors has selected David L. Goldsmith and Clint B. Davis, and each of them, to serve as
proxyholders for the special meeting. If a stockholder properly votes by proxy, the proxyholders will vote the shares
represented by such proxy at the special meeting in accordance with the stockholder s proxy vote. If the proxy does not
specify how the shares are to be voted, the proxy will be voted FOR the approval of each of the proposals. Properly
executed proxies, other than proxies voting against Proposals 1 through 4, also will be voted for any adjournment of

the special meeting for the purpose of soliciting additional votes to approve Proposals 1 through 4, if necessary. In
addition, the shares represented by the proxy will be voted in accordance with the discretion of the proxyholders on

any other matters that properly come before the special meeting.

We do not know of any other matters to be presented for consideration at the special meeting. However, if any other
matters properly come before the special meeting, it is the intention of the persons named in the enclosed form of
proxy to vote the shares they represent as Endocare s board of directors may recommend. Discretionary authority with
respect to such other matters is granted by means of your proxy vote.

Revocation of Proxies

You can revoke your proxy at any time before it is exercised at the special meeting by taking any one of the following
actions:

you can deliver a valid written proxy with a later date or follow the instructions given for changing your vote
by the Internet or telephone;

you can notify the Secretary of Endocare in writing that you have revoked your proxy (by mailing the
Secretary at Endocare s principal executive offices located at 201 Technology Drive, Irvine, California
92618); or

you can vote in person by written ballot at the special meeting.

Solicitation
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Endocare will bear the entire cost of soliciting proxies, including the preparation, assembly, printing and mailing of
this proxy statement/prospectus, the Endocare proxy and any additional solicitation material furnished to stockholders.
Copies of solicitation material will be furnished to brokerage firms, banks, nominees, custodians and fiduciaries
holding shares in their names that are beneficially owned by others so that they may forward this solicitation material
to such beneficial owners. In addition, Endocare may reimburse such persons for their costs of forwarding the
solicitation materials to such beneficial owners. The original solicitation of proxies by mail may be supplemented by
solicitation by telephone or other means by Endocare s directors, officers, employees or agents. No additional
compensation will be paid to Endocare s directors, officers or employees for any such services.
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THE MERGER

This section and the section entitled The Merger Agreement beginning on page 62 of this proxy statement/prospectus
describe the material terms of the Merger, including the Merger Agreement. While Endocare believes that this
description covers the material terms of the Merger and the Merger Agreement, it may not contain all of the
information that is important to you. We encourage you to read this proxy statement/prospectus carefully and in its
entirety, including the Merger Agreement, as amended, which is attached as Annex A to this proxy
statement/prospectus, and the other documents to which Endocare has referred you.

General

The boards of directors of both Endocare and Galil have unanimously approved the Merger Agreement, which
provides for the acquisition by Endocare of Galil through the Merger. The Merger will result in Orange Acquisitions
Ltd., a wholly owned subsidiary of Endocare, merging with and into Galil, so that Galil will become a wholly owned
subsidiary of Endocare. At the effective time of the Merger, each outstanding ordinary share of Galil will be converted
into the right to receive the number of shares of Endocare common stock equal to the product of (1) the sum of the
number of shares of Endocare common stock outstanding and the number of shares of Endocare common stock
subject to in-the-money options immediately prior to the effective time of the Merger and (2) the exchange ratio of
0.923077, divided by the total number of Galil ordinary shares outstanding and the number of ordinary shares of Galil
subject to in-the-money options immediately prior to the effective time of the Merger. The exact conversion ratio
cannot be calculated until immediately prior to the effective time of the Merger, but it is expected that approximately
33.0 ordinary shares of Galil will be converted into one share of Endocare common stock. Immediately following the
effective time of the Merger and attributing ownership to Galil s shareholders of the Escrow Shares, Galil s
shareholders are expected to own approximately 48.0%, and Endocare s existing stockholders are expected to own
approximately 52.0%, of Endocare s common stock, without giving effect to the shares issuable pursuant to the
concurrent Financing. The Merger will have no effect on the number of shares of common stock of Endocare owned
by existing Endocare stockholders. Subject to receipt of regulatory approvals, including the closing of the pending
investigation by the FTC, and approvals by Endocare stockholders and Galil shareholders, we are seeking to close the
Merger in the second quarter of 2009.

Background of the Merger

As part of their ongoing management of the business and affairs of their respective companies over the past several
years, the board of directors of Endocare (the Endocare Board ) and the board of directors of Galil (the Galil Board )
frequently evaluated potential strategic alternatives and considered ways to enhance their respective company s
performance and prospects in light of business and economic conditions. For each company, these reviews have
included consideration of potential strategic transactions with other companies in the health care industry and the
potential benefits and risks of such transactions. In particular, Endocare and Galil each considered the potential
benefits of a combination of the two companies and, on several occasions during the past several years, Endocare and
Galil engaged in exploratory discussions regarding a potential strategic combination of the two companies. However,
until 2008 these discussions remained entirely exploratory and did not result in any negotiations, agreement,
arrangement or understanding between Endocare and Galil with respect to a business combination. Set forth below is
a summary of material contacts and ultimately negotiations between Endocare and Galil over the past two years, as
well as additional information describing the background of the Merger.

On December 10, 2006, Galil announced a $52 million financing led by Thomas, McNerney & Partners and The
Vertical Group, and joined by Investor Growth Capital, all U.S. based venture capital funds. Of the $52 million,
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$40 million was used to purchase new equity securities from Galil, $8 million was used to purchase shares from
existing Galil shareholders and $3.6 million was related to conversion to equity of a loan granted to Galil in 2004 by
several of its then shareholders. Galil also announced its acquisition of the cryoablation business from Oncura, Inc., a
jointly held affiliate that Galil had formed in 2003 with GE Champion Services, an affiliate of General Electric
Company. In connection with this financing, James E. Thomas (a partner with Thomas, McNerney & Partners),
Stephen M. Campe (a partner with Investor Growth Capital) and Richard B. Emmitt (a partner with The Vertical
Group) joined the Galil Board.
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Later in December 2006, Craig T. Davenport (who was Endocare s then Chairman, Chief Executive Officer and
President) and Michael R. Rodriguez (Endocare s Chief Financial Officer) met with a representative of Montgomery &
Co., an investment banking firm, to discuss Endocare s business and potential strategic opportunities. During this
meeting, the representative of Montgomery & Co. indicated that one of the principals of Montgomery & Co. knew

Mr. Thomas. The representative of Montgomery & Co. offered to contact Mr. Thomas to determine whether Galil had
any interest in discussing a potential business combination.

In early February 2007, the representative of Montgomery & Co. informed Messrs. Davenport and Rodriguez that he
had spoken with Mr. Thomas and that Mr. Thomas had indicated that he and Chen Barir (who was Galil s then
President and Chief Executive Officer) would be interested in a meeting to discuss a potential business combination.

On February 28, 2007, the representative of Montgomery & Co. contacted Messrs. Thomas and Barir and requested
that they provide certain limited financial information regarding Galil in order to make the proposed meeting more
productive. It was tentatively planned that the meeting would occur at the end of March 2007.

On March 1, 2007, Mr. Barir provided to Mr. Davenport, David L. Goldsmith (an Endocare director) and the
Montgomery & Co. representative the limited financial information that Galil was willing to share prior to the planned
meeting.

On March 3, 2007, the Montgomery & Co. representative communicated with Mr. Barir and indicated that Endocare
would be prepared to move forward with scheduling a meeting and signing a mutual nondisclosure agreement.

Over the following weeks, Endocare and Galil negotiated a mutual nondisclosure agreement, signing it on March 26,
2007.

On March 29, 2007, a meeting was held in New York City. Participants in the meeting included Messrs. Davenport,
Goldsmith, Thomas and Barir, as well as the Montgomery & Co. representative. At this meeting, the participants
engaged in preliminary discussions regarding a potential business combination between Endocare and Galil.

Following this meeting, Montgomery & Co. prepared a preliminary financial review of the potential business
combination based on the limited financial information provided by Galil and publicly available research analyst s
estimates for Endocare contained in the then latest analyst report issued by Montgomery & Co.

On April 19, 2007, Messrs. Davenport and Goldsmith had a call with representatives of Montgomery & Co. It was
decided that Galil would need to provide additional financial information in order for Endocare to assess whether it
was worthwhile for the parties to engage in additional discussions regarding a potential business combination. The
representatives of Montgomery & Co. stated that they would contact Messrs. Barir and Thomas to request such
additional information.

After such request, several weeks passed without Galil providing any additional information, and Endocare decided
that it would focus on obtaining additional financing and negotiating a new licensing arrangement relating to
cardiology, as well as exploring a variety of other potential strategic opportunities. On May 29, 2007, Endocare
announced a $7 million investment by Frazier Healthcare Ventures. On June 19, 2007, CryoCath Technologies, Inc.
and ATS Medical, Inc. entered into definitive agreement under which ATS acquired CryoCath s cardiac surgery
cryoablation business. In conjunction with that transaction, Endocare entered into an agreement with CryoCath and
ATS in which Endocare agreed to bifurcate the prior agreement with CryoCath to give ATS the same rights with
respect to the cardiac surgery market as CryoCath had prior to ATS s purchase.
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In August 2007, Endocare effectuated a reverse stock split in connection with Endocare s application to list its
common stock on the NASDAQ Capital Market. On October 10, 2007, Endocare s common stock began to trade on
the NASDAQ Capital Market.

At a regularly scheduled meeting of the Endocare Board on November 15, 2007, a representative of Seven Hills
Partners, an Endocare financial advisor, reviewed and discussed with the Endocare Board a range of potential strategic

opportunities. It was agreed that Mr. Davenport, together with Seven Hills Partners, should devote a
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significant amount of time to exploring potential strategic opportunities in the months ahead. Mr. Davenport provided
regular updates to the Endocare Board regarding these activities.

On February 2, 2008, Mr. Emmitt (a member of the Galil Board as noted above) approached Mr. Davenport at a
urology conference in Florida and requested a meeting with Mr. Davenport to discuss the possibility of Galil
participating in Endocare s COLD Registry. The following day, on February 3, 2008, Messrs. Davenport and Emmitt
met and during this meeting Mr. Emmitt suggested that Endocare and Galil consider restarting discussions regarding a
potential business combination. Following this meeting, Mr. Davenport reported informally to each of the members of
the Endocare Board the interest indicated by Mr. Emmitt in restarting discussions.

On February 5, 2008, the Endocare Board held a telephonic meeting during which Mr. Davenport provided a further
report to the Endocare Board regarding his meeting with Mr. Emmitt.

On February 14, 2008, Endocare signed a nondisclosure agreement with Frazier Healthcare Ventures, Endocare s
largest stockholder, to enable Endocare to obtain Frazier s input regarding the possibility of restarting discussions with
Galil. On February 15, 2008, Mr. Davenport had a telephone conversation with Nathan Every, M.D., a partner of
Frazier Healthcare Ventures, in which Mr. Davenport discussed several items that he believed Galil needed to address
in order for it to be worthwhile to restart discussions regarding a potential business combination. Dr. Every, who knew
Mr. Emmitt through his industry activities, stated that he would discuss these items with Mr. Emmitt in an effort to
facilitate the process of restarting discussions between Endocare and Galil.

Shortly thereafter, Dr. Every reported to Mr. Davenport that he had spoken to Mr. Emmitt, and Mr. Emmitt had
indicated that Galil planned to send a letter to Endocare in order to address the items raised by Mr. Davenport.

On February 27-28, 2008, the Endocare Board held a regularly scheduled meeting. During this meeting,
Mr. Davenport and a representative of Seven Hills Partners conducted a detailed review of various potential strategic
opportunities. One of these opportunities was a potential business combination with Galil.

During March 2008, in addition to exploring other potential strategic opportunities, Seven Hills Partners reviewed

with Messrs. Davenport and Rodriguez certain publicly available information regarding Galil. During March and

April 2008, Messrs. Davenport and Rodriguez also discussed various additional potential strategic opportunities with
representatives of Oppenheimer & Co. Inc., or Oppenheimer, which subsequently was engaged as Endocare s financial
advisor.

On March 25, 2008, Galil announced the appointment of Martin J. Emerson as its President and Chief Executive
Officer.

On April 18, 2008, Mr. Barir (who was transitioning out of the role of President and Chief Executive Officer of Galil)
contacted Mr. Davenport and stated that Galil continued to be highly interested in discussing the feasibility of a
business combination. Mr. Barir stated that Galil was in the process of preparing a letter to address the items raised by
Mr. Davenport in February 2008 and planned to finalize the letter within the next few weeks, prior to the annual
meeting of the American Urological Association (AUA), which was scheduled to be held in Orlando, Florida on

May 17-22, 2008. Mr. Barir suggested that representatives of Endocare and Galil meet during the AUA annual
meeting. Mr. Barir suggested that Mr. Davenport and he speak by telephone in advance of Galil providing the letter to
Endocare. On April 23, 2008, Mr. Davenport responded to Mr. Barir, stating that Endocare remained open and
interested in any and all possible strategic initiatives and actions that could lead to increased stockholder value. On
April 25, 2008, Mr. Davenport further communicated with Mr. Barir, requesting that Galil provide the letter in time
for consideration by the Endocare Board at its next meeting, scheduled to be held on May 14-15, 2008. On April 30,
2008, Messrs. Davenport and Barir had a telephone call in which they discussed the possibility of restarting
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conversations between Endocare and Galil regarding a potential business combination. Later that day, Mr. Davenport
contacted Mr. Barir suggesting participants for a meeting during the AUA annual meeting and requesting that Galil
sign a consent under the nondisclosure agreement signed in March 2007 to permit Endocare to share with Frazier
Healthcare Ventures additional information regarding the discussions with Galil. On May 5, 2008, Mr. Barir provided
Mr. Davenport with the signed consent.

On May 14, 2008, Mr. Barir sent to Mr. Davenport a letter from Galil. This letter stated that the Galil Board was very
interested in discussing the feasibility of a business combination. The letter described several reasons that the
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Galil Board believed a business combination was compelling. The letter also sought to address the items that
Mr. Davenport had identified in February 2008 as needing to be addressed in order for further discussions between
Endocare and Galil to be worthwhile for Endocare.

On May 14-15, 2008, the Endocare Board held a regularly scheduled meeting at which Dr. Every was present. During
this meeting the Endocare Board, senior management and Dr. Every engaged in an extended discussion regarding the
letter received from Galil and the planned meeting with Galil representatives in Orlando, Florida on May 18, 2008
during the AUA annual meeting. Dr. Every then left the meeting and the Endocare Board and senior management
discussed several other potential strategic opportunities.

On May 18, 2008, Messrs. Davenport and Goldsmith, on behalf of Endocare, and Messrs. Emerson and Emmitt, on
behalf of Galil, met along with Dr. Every to restart discussions between Endocare and Galil relating to a potential
business combination. Among other things, the parties discussed initial financial modeling, the exchange of basic
financial information and Galil s capitalization. At the end of this meeting, it was agreed that the parties should
reconvene in the first week of June 2008 for another meeting.

On May 18, 2008, the Endocare Board held a telephonic meeting during which Messrs. Davenport and Goldsmith
discussed with the Endocare Board at length the meeting held with Galil earlier that day. Mr. Davenport, with
Mr. Goldsmith s input, then updated the Endocare Board regarding other potential strategic opportunities and the
Board discussed its preliminary views on how these opportunities compared with the Galil opportunity.

Following the May 18, 2008 meeting between Endocare and Galil, the parties each provided financial information to
Frazier Healthcare Ventures in order for Frazier Healthcare Ventures to undertake initial financial modeling for
discussion by the parties at the meeting to be held during the first week of June 2008.

On June 3, 2008, the parties met in Chicago. The participants in this meeting included Messrs. Davenport, Goldsmith,
Rodriguez, Emerson, Thomas and Emmitt, in addition to Terrence A. Noonan (who was then Endocare s Lead
Independent Director), Clint B. Davis (Endocare s General Counsel) and Karen Sarid (Galil s Chief Financial Officer
and General Manager of Galil s Israeli operations). Also present were Dr. Every and Sam Brasch of Frazier Healthcare
Ventures. At this meeting, the parties reviewed and discussed the initial financial model prepared by Frazier

Healthcare Ventures. The parties also engaged in a preliminary discussion regarding the general nature of a possible
business combination, including valuation, management and governance matters and the timeline for the proposed
transaction.

Later on June 3, 2008, Mr. Rodriguez provided Ms. Sarid with the outline of a proposed due diligence plan. It was
agreed that they would have a telephone call on June 9, 2008 to discuss the due diligence process.

On June 4, 2008, Messrs. Goldsmith, Davenport, Rodriguez and Davis met with representatives of Oppenheimer to
discuss a potential strategic acquisition by Endocare referred to as Project Mandarin. During this meeting,
Messrs. Goldsmith, Davenport, Rodriguez and Davis also discussed with representatives of Oppenheimer a potential
business combination with Galil.

On June 9, 2008, Messrs. Rodriguez and Davis had a call with Ms. Sarid to discuss the proposed due diligence
process.

On June 10, 2008, the Endocare Board held a telephonic meeting during which Messrs. Davenport, Goldsmith and
Noonan provided an update to the Endocare Board regarding the meeting with Galil that had been held on June 3,
2008. The Endocare Board provided input regarding valuation, governance and management matters. The Endocare
Board also discussed other strategic opportunities. In addition, the Endocare Board discussed the engagement of
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Oppenheimer as Endocare s financial advisor in connection with a potential business combination with Galil as well as
Project Mandarin. Following additional discussion, the Endocare Board established a Special Committee to review

and address matters and consult with management relative to the potential business combination with Galil and

Project Mandarin, as well as other strategic opportunities that may be identified. Mr. Goldsmith was appointed
Chairman of the Special Committee and Mr. Noonan and Eric S. Kentor were also appointed to the Special

Committee. The Endocare Board also authorized the Special Committee to negotiate and approve an engagement

letter with Oppenheimer, which was subsequently executed.
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On June 11, 2008, Mr. Davis sent to Ms. Sarid a draft due diligence request list. Over the following few weeks, the
parties finalized the due diligence request list and agreed upon the process.

On June 12, 2008, the parties exchanged summary balance sheet, revenue and gross profit information.

On June 13, 2008, the Endocare Special Committee held a telephonic meeting to discuss the latest communications
with Galil regarding principal valuation, governance and management matters.

On June 19, 2008, the Endocare Special Committee held a telephonic meeting to discuss financial information
received from Galil and potential relative contributions that could be made by Endocare and Galil to the future
financial performance of the combined company. Also participating in this meeting were Endocare senior
management and Endocare s financial advisor. The Committee also discussed the proposed attendees and objectives
for the meeting with Galil scheduled to be held in Chicago on June 27, 2008. The Endocare Special Committee also
received an update regarding the status of Project Mandarin.

On June 24, 2008, the Endocare Special Committee held a telephonic meeting, in which Endocare s senior

management and financial advisor participated, during which it again reviewed and discussed with Endocare s

financial advisor potential relative contributions that could be made by Endocare and Galil. The Endocare Special

Committee also reviewed a preliminary transaction timeline for the Galil transaction. The Endocare Special

Committee also discussed a draft nonbinding letter of intent for the Galil transaction being prepared by Gibson

Dunn & Crutcher LLP, Endocare s corporate legal counsel ( Gibson Dunn ) Mr. Davenport also provided an update to

the Endocare Special Committee regarding another potential strategic opportunity under consideration, referred to as
Project Energy.

On June 27, 2008, the parties held a second meeting in Chicago. Participants at this meeting included

Messrs. Davenport, Goldsmith, Noonan, Emerson, Emmitt and Thomas and Ms. Sarid. Also present were

representatives of Endocare s financial advisor and representatives of Piper Jaffray & Co., Galil s financial advisor

( Piper Jaffray ). The parties discussed valuation, governance and management matters, as well as the proposed timeline
for the transaction.

On June 30, 2008, the Endocare Special Committee held a telephonic meeting during which the Endocare Special
Committee discussed with Messrs. Davenport, Rodriguez and Davis and representatives of Endocare s financial
advisor the status of negotiations with Galil. The Endocare Special Committee also discussed the status of Project
Mandarin and Project Energy.

On July 2, 2008, Mr. Davenport notified the Endocare Board that the other party in Project Energy had communicated
through its investment banker earlier that day that it was not interested in continuing to pursue the potential
acquisition of Endocare for a number of reasons. At approximately the same time, the other party to Project Mandarin
and Endocare determined to terminate negotiations as a result of changes in market conditions and their respective
businesses.

On July 3, 2008, the Endocare Board held a telephonic meeting to review and discuss with Messrs. Davenport,
Goldsmith and Noonan and representatives of Endocare s financial advisor valuation, governance and management
matters covered by the parties at the meeting held in Chicago on June 27, 2008.

On July 10, 2008, the Endocare Board held a telephonic meeting to engage in further review and discussion regarding
valuation, governance and management matters in connection with a potential Galil transaction. Also on the call were
Messrs. Rodriguez and Davis and representatives of Endocare s financial advisor. The Endocare Board also discussed
the latest draft of Endocare s nonbinding letter of intent.
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On July 10, 2008, Mr. Davis sent to Mr. Thomas Endocare s initial draft nonbinding letter of intent relating to a
potential business combination between Endocare and Galil. From July 10, 2008 to August 4, 2008, the parties
negotiated this letter of intent.

On July 11, 2008, Mr. Goldsmith had a call with Mr. Thomas to discuss Galil s reaction to certain terms included in
Endocare s draft nonbinding letter of intent.
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On July 14, 2008, the independent directors on the Endocare Board held a telephonic executive session to discuss
management matters relating to the Galil transaction. In particular, the scope of the proposed post-closing Chairman
position was discussed.

On July 16, 2008, the Endocare Board held a telephonic meeting, with Messrs. Rodriguez and Davis present, to
discuss the proposed post-closing Chairman position and other matters relating to Endocare s draft letter of intent.

On July 24-25, 2008, the Endocare Board held a regularly scheduled meeting. During the executive session of this
meeting, the Endocare Board discussed the Galil transaction and proposed revisions to Endocare s draft letter of intent.

On July 29, 2008, Mr. Davis sent to Mr. Thomas a revised draft letter of intent. Between July 29, 2008 and August 4,
2008, the parties held a number of telephone calls and exchanged further revised drafts of the letter of intent.

On August 4, 2008, Endocare and Galil executed the letter of intent relating to the proposed combination.

On August 6, 2008, HealthTronics announced an unsolicited proposal to acquire all outstanding shares of Endocare
common stock for $2.28 per share in cash.

On August 11, 2008, the Endocare Board held a telephonic meeting to discuss the HealthTronics proposal. During this
meeting, Gibson Dunn reviewed with the Endocare Board the fiduciary duties applicable to it in connection with a
business combination. The Endocare Board also discussed the status of the Galil transaction and the HealthTronics
proposal. Oppenheimer discussed with the Endocare Board financial aspects of the Galil transaction. After discussion,
the Endocare Board unanimously resolved to reject HealthTronics proposal as inadequate and not in the best interest
of Endocare s stockholders.

On August 11-12, 2008, in connection with his likely appointment as Chief Executive Officer of the combined
company at the closing of the Galil transaction, as contemplated by the letter of intent that was executed by Endocare
and Galil on August 4, 2008, Mr. Emerson met with several of Endocare s independent directors and several members
of Endocare s senior management.

During the week of August 11, 2008, Endocare and Galil began the due diligence process by giving each other access
to their respective virtual data rooms. Endocare and Galil each took appropriate measures to maintain the
confidentiality of competitively sensitive information throughout the due diligence process. The due diligence process
was largely completed by mid-September 2008. The process included a visit by Endocare representatives to Galil s
offices in Yokneam, Israel, Plymouth Meeting, Pennsylvania and London, England. The process also included a visit
by Galil representatives to Endocare s offices in Irvine, California.

On August 18, 2008, the Endocare Board held a telephonic meeting to discuss with representatives of Gibson Dunn
and Endocare s financial advisor the terms of the initial draft definitive merger agreement for the Galil transaction
prepared by Gibson Dunn, with input from Mr. Davis, Endocare s financial advisor and Endocare s Israeli legal
counsel, intellectual property legal counsel and health care regulatory legal counsel. In addition, Mr. Davis updated
the Endocare Board regarding the status of due diligence. The Endocare Board also discussed with Endocare s
financial and legal advisors the potential size and terms of the financing expected to occur in connection with the Galil
transaction.

On August 20, 2008, Gibson Dunn sent the initial draft definitive merger agreement to Galil s corporate legal counsel,
Arnold & Porter LLP. From August 20, 2008 to November 10, 2008, the parties and their respective legal counsel and
financial advisors had numerous telephone calls and exchanged numerous drafts of the definitive merger agreement
and ancillary agreements.
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On September 5, 2008, the Endocare Special Committee held a telephonic meeting during which Endocare s senior
management updated the Endocare Special Committee regarding the meetings with Galil and related site visits that
occurred the weeks of August 25, 2008 and September 1, 2008. The Endocare Special Committee also discussed with
Endocare s senior management and financial advisor financial forecasts for Endocare prepared by Endocare s
management that were circulated prior to the meeting. The Endocare Special Committee also discussed

40

Table of Contents 101



Edgar Filing: ENDOCARE INC - Form S-4/A

Table of Contents

with Endocare s senior management the outstanding due diligence matters. In addition, the Endocare Special
Committee discussed HealthTronics reaffirmation of its unsolicited proposal.

On September 11, 2008, the Endocare Special Committee held a telephonic meeting to review and discuss with
Endocare s senior management, legal and financial advisors various outstanding matters relating to the Galil
transaction, including the terms of the definitive merger agreement. The Endocare Special Committee also engaged in
further discussion regarding HealthTronics reaffirmation of its unsolicited proposal. Later that day, HealthTronics
announced that it had decided to withdraw its unsolicited proposal.

On September 17, 2008, the Endocare Board held a regularly scheduled meeting. During this meeting, the Board met
with Messrs. Rodriguez and Davis and representatives of Endocare s legal and financial advisors to discuss various
aspects of the merger agreement and proposed financing.

On September 25, 2008, the parties, represented by Messrs. Thomas, Goldsmith and Kentor, and their respective
senior management, legal counsel and financial advisors held a lengthy telephone conference in an effort to finalize
the merger agreement.

In mid-September, HealthTronics contacted Mr. Davenport to express its interest in further exploring a possible
transaction. From mid-September 2008 until early November 2008, Endocare and HealthTronics had several
telephone conferences and a meeting to discuss a possible transaction; however, the Endocare Board ultimately
determined that a transaction with Galil appeared more likely to maximize stockholder value, among other
considerations, and therefore determined not to pursue a transaction with HealthTronics.

Over September 26 and 27, 2008, Mr. Davenport contacted Endocare s independent directors and indicated that he was
considering resigning from his positions with Endocare to assume the position of Chief Executive Officer at a
privately held health care company.

On September 28, 2008, the Endocare Board held a telephonic meeting, which included an executive session, to
discuss Mr. Davenport s possible resignation. On September 29, 2008, the independent directors on the Endocare
Board held a telephonic meeting to engage in further discussion regarding Mr. Davenport s possible resignation.

On September 30, 2008, Mr. Davenport notified the Endocare Board that he was resigning from his positions with
Endocare.

On October 2, 2008, the Endocare Board held a telephonic meeting during which, among other matters, Mr. Noonan
was appointed Interim Chief Executive Officer and Interim President. In addition, the Endocare Board discussed the
status of the proposed Galil transaction.

On October 6, 2008, the Endocare Special Committee held a telephonic meeting during which it discussed with
representatives of Endocare s legal and financial advisors various matters relating to the proposed Galil transaction and
proposed financing.

On October 7, 2008, the parties, including Messrs. Thomas, Goldsmith, Kentor and Noonan, and their respective legal
counsel and financial advisors, and Willkie Farr & Gallagher LLP ( Willkie Farr ), legal counsel to certain U.S. based
Galil shareholders in connection with the Merger and the proposed financing, held a lengthy telephone conference in
effort to resolve open items. After a brief break, the conference call resumed and Mr. Thomas presented a proposal to
Mr. Goldsmith with respect to the open items.
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Between October 7, 2008 and the date of execution of the Merger Agreement and the Stock Purchase Agreement,
Willkie Farr participated on various conference calls with the parties and counsel to Endocare and Galil with respect
to the negotiation of the terms of the Merger, the voting agreements and the proposed financing on behalf of certain
U.S. based Galil shareholders. In addition, Frazier Healthcare Ventures was represented by Goodwin Procter LLP in
connection with its participation in the proposed financing.

On October 8, 2008, the Endocare Board held a telephonic meeting to discuss proposed resolutions to the open items
on the terms of the Merger and the Financing. Topics covered included, among other matters, the Merger exchange
ratio, financing allocations, lock-ups, breakup provisions, indemnification and constitution of the Endocare Board
after the Merger. Following this meeting, Mr. Goldsmith communicated Endocare s counterproposal on these open
terms to Mr. Thomas.
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On October 9, 2008, the Endocare Special Committee held a telephonic meeting with Endocare s senior management
and financial advisor in which Mr. Goldsmith updated the participants on the status of negotiations and the Special
Committee discussed the developments.

On October 13, 2008, the Endocare Special Committee held a telephonic meeting with Endocare s senior management,
Gibson Dunn, Oppenheimer and Endocare s primary tax advisor relative to the transaction to discuss the status of
negotiations with Galil and several matters relating to the proposed financing.

On October 22, 2008, the Endocare Special Committee held a telephonic meeting with Endocare s senior management
and legal and financial advisors to discuss Galil s latest proposal to address the outstanding issues, which was received
earlier in the day.

On October 28, 2008, the Endocare Special Committee held a telephonic meeting with Endocare s senior management
and legal, financial and tax advisors to review the status of negotiations with Galil. In addition, the Endocare Special
Committee approved the engagement of Oppenheimer as placement agent in connection with the proposed financing
and Endocare subsequently executed an engagement letter with Oppenheimer for such purpose.

On October 30, 2008, the Endocare Special Committee held a telephonic meeting with Endocare s senior management
and legal and financial advisors to discuss the status of negotiations with Galil and the proposed financing. Gibson
Dunn advised the Endocare Special Committee regarding a number of legal considerations relative to the proposed
Galil transaction and proposed financing in light of the decline in the trading price of Endocare s common stock and
the related increase in post-closing ownership of the Galil shareholders and financing participants.

On October 31, 2008 and November 4, 2008, the Endocare Special Committee held telephonic meetings with
Endocare s senior management and legal and financial advisors to discuss the latest drafts of the merger agreement,
stock purchase agreement and other draft transaction documents.

On November 7, 2008, the Endocare Special Committee held a telephonic meeting with Endocare s senior
management and legal and financial advisors to discuss the status of negotiations with Galil and the transaction
agreements. Oppenheimer provided an update regarding financing efforts and market conditions for the proposed
financing. The Endocare Special Committee discussed the pricing of the financing. After discussion, it was agreed that
the financing would be priced at $1.00 per share, subject to Endocare Board approval and the signing of the stock
purchase agreement with investors by November 10, 2008. The Endocare Special Committee then reviewed and
discussed the proposed agenda for the meeting of the Endocare Board to be held on November 8, 2008 to consider
approval of the proposed Galil transaction and the proposed financing and the related documents.

On November 8, 2008, the Endocare Board met, with Endocare s senior management and legal and financial advisors
in attendance, to consider approval of the Galil transaction and the proposed financing. At this meeting, Gibson Dunn
again reviewed with the Endocare Board the fiduciary duties applicable to the Galil transaction and proposed
financing under Delaware law, and the Endocare Board discussed related considerations. The Endocare Board then
discussed the pro forma ownership at closing, cash requirements, financing terms and post-closing projections. Gibson
Dunn reviewed with the Endocare Board the principal terms of the merger agreement, stock purchase agreement and
other transaction agreements. The Endocare Board then reviewed the strategic reasons for the Galil transaction,
including, among other considerations, Endocare s financial performance over the past several quarters, market
conditions and the extremely difficult financing environment, Endocare s liquidity and capital resources, the view that
the merger with Galil would result in a combined company with the potential for enhanced future growth and value as
compared to Endocare remaining as an independent, standalone company, and the belief that the merger was more
favorable to Endocare s stockholders than any other alternative reasonably available to Endocare and its stockholders,
including the alternative of a transaction with HealthTronics and remaining an independent, standalone company.
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Gibson Dunn reviewed with the Endocare Board, and the Endocare Board discussed, the principal risk factors related
to the proposed merger and the proposed financing. Also at this meeting, Oppenheimer reviewed with the Endocare
Board its financial analysis of the aggregate exchange ratio provided for in the proposed merger and informed the
Endocare Board that, assuming no material change in the terms of the proposed merger or in the totality of the
information it considered in connection with its financial analysis, Oppenheimer believed it would be in a position to
render to the Endocare Board in connection with the execution of the merger agreement an opinion as to the fairness,
from a financial point of view and as of the date of the opinion, to Endocare of
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the aggregate exchange ratio provided for in the merger. Following these discussions, and after further review and
discussion, the Endocare Board unanimously approved the Galil transaction and proposed financing, subject to
satisfactory resolution of the terms of the standstill agreement and indemnification relating to potential claims by a
certain shareholder of Galil and delivery of Oppenheimer s opinion once the merger agreement was ready to be
executed.

On the morning of November 10, 2008, the Endocare Board held a telephonic meeting with Endocare s senior
management and legal and financial advisors. During this meeting, the Endocare Board discussed with Gibson Dunn
the negotiated terms of the indemnification relating to potential claims by a certain shareholder of Galil and confirmed
resolution of the terms of the standstill agreement. Also at this meeting, Oppenheimer rendered to the Endocare Board
an oral opinion, which was confirmed by delivery of a written opinion dated November 10, 2008, to the effect that, as
of that date and based on and subject to the matters described in its opinion, the 0.923077 aggregate exchange ratio
provided for in the Merger Agreement was fair, from a financial point of view, to Endocare. After discussion, the
Endocare Board unanimously approved Endocare proceeding with the Galil transaction and proposed financing,
consistent with the Board s approval at its meeting held on November 8, 2008 and the terms presented to the Endocare
Board at the November 10, 2008 meeting.

Later on November 10, 2008, the parties executed the Merger Agreement and ancillary agreements and Endocare and
the investors in the Financing executed the Stock Purchase Agreement. After the close of the market, the parties
issued a joint press release to announce the execution of the Merger Agreement and Stock Purchase Agreement. On
November 11, 2008, the parties held a joint conference call to discuss the Merger and Financing with investors,
analysts and other interested persons.

In January 2009, the Chief Executive Officer of HealthTronics, informed Mr. Noonan that HealthTronics was still
interested in pursuing a transaction with Endocare if the transaction with Galil encountered difficulties. Subsequently,
on February 3, 2009, the Chief Executive Officer of HealthTronics reiterated HealthTronics interest in pursuing a
transaction with Endocare and clarified that HealthTronics was interested in pursuing such a transaction irrespective
of whether Endocare experienced difficulties moving forward with Galil. In evaluating such communications, the
Endocare Board believed that, at such time, it was in the best interests of Endocare and its stockholders to focus on the
Galil transaction, because the Endocare Board believed that combining Endocare and Galil would provide significant
advantages over an acquisition of Endocare by HealthTronics and was more likely to maximize stockholder value for
several reasons including the following:

Endocare s Board expected that the growth and gross margin opportunities for development and manufacture of
cryoablation technologies will surpass those for distribution and servicing of such technologies, the latter being
the primary focus of HealthTronics current operations relating to cryoablation; and

Endocare s Board believed that there are significant opportunities for applications of cryoablation outside of the
urology market and that, as a result of the companies established experience, relationships and knowledge
outside of that market, the combination of Endocare and Galil will enable deeper and more rapid market
penetration for interventional radiology applications and other applications outside of the urology market.

On April 9, 2009, Endocare received a written proposal from HealthTronics, which is subject to negotiation of a
definitive written agreement and due diligence, offering to purchase all of Endocare s outstanding common stock for
$1.25 per share, with Endocare stockholders having the ability to elect to receive either cash or HealthTronics
common stock as consideration. On April 16, 2009, the Endocare Board held a telephonic meeting with Endocare s
senior management and legal and financial advisors to discuss the April 2009 HealthTronics Proposal. During this
meeting, the Endocare Board preliminarily discussed regulatory, legal and other aspects of the April 2009
HealthTronics Proposal with representatives of Gibson Dunn and financial aspects of the April 2009 HealthTronics
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Proposal with Endocare s financial advisor. After careful consideration of the April 2009 HealthTronics Proposal, the
Endocare Board determined that the April 2009 HealthTronics Proposal could reasonably be expected to lead to a

Superior Proposal as defined in the Merger Agreement and resolved to continue its evaluation of the April 2009
HealthTronics Proposal and, upon concluding its evaluation of the April 2009 HealthTronics Proposal, to promptly
provide information to Endocare stockholders regarding such evaluation.
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Endocare s Reasons for the Merger

In evaluating the Merger, Endocare s board of directors consulted with senior management and Endocare s legal and
financial advisors, and, in the course of reaching its determination to approve the Merger Agreement, Endocare s board
of directors considered a number of factors, including the following:

historical and current information concerning Endocare s business, including trends in its financial
performance, financial condition, operations and competitive position;

current financial market conditions, and historical market prices, volatility and trading information with respect
to Endocare s common stock;

historical and current information concerning Galil s business, financial performance, financial condition,
operations and management, including the results of Endocare s due diligence investigation of Galil;

the view that the Merger with Galil would result in a combined company with the potential for enhanced future
growth and value as compared to Endocare as an independent, standalone company, because joining the two
companies would result in greater financial resources, a larger annual revenue base, a reduction in
administrative costs and duplicative costs of separate clinical trials, complementary geographic markets
resulting in a broader global reach, complementary technology, a complementary patent base, the ability to
consolidate overhead expenses, a more competitive position against larger and better capitalized technologies
such as robotic surgery and intensity-modulated radiation therapy (IMRT), and a greater combined innovative
potential;

economic considerations supporting the Merger with Galil, including improving the platform to grow patient
and physician demand for cryoablation as an alternative to procedures using robotic and IMRT technologies,
realizing efficiencies by eliminating duplicative selling and administrative costs, and eliminating redundant
clinical trials and studies;

the view that the Merger with Galil would result in greater marketplace efficiency through a strong focus on
promoting cryoablation demand and awareness, a worldwide reach, a large customer base, a solid reputation
among physicians and hospitals, efficient marketing, and experienced sales and R&D teams, thus providing
near-term and long-term savings opportunities for the combined company by implementing more efficient
manufacturing processes, and by reducing redundant sales and marketing programs, surplus facilities,
duplicative senior management, repetitive G&A functions, and redundant regulatory and other programs;

an ability to achieve economies of scale, consistent with the overall trend in the industry;

the opportunity for Endocare s stockholders to participate in the potential future value of the combined
company;

the belief, after considering numerous potential strategic alternatives over many months, that the Merger was
more favorable to Endocare s stockholders than other alternatives reasonably available to Endocare and its
stockholders, including an acquisition by HealthTronics and the alternative of remaining an independent,
standalone company;

Oppenheimer s opinion, dated November 10, 2008, to Endocare s board of directors as to the fairness, from a

financial point of view and as of the date of the opinion, to Endocare of the 0.923077 aggregate exchange ratio
provided for in the Merger Agreement, as more fully described below under the caption Opinion of Endocare s
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Financial Advisor; and

the terms and conditions of the Merger Agreement, including:
the determination that the relative percentage ownership of the combined company by Endocare s
stockholders and Galil s shareholders is consistent with Endocare s perceived valuations of each company at
the time Endocare s board of directors approved the Merger Agreement;
the non-solicitation provisions limiting Galil s ability to engage in discussions or negotiations regarding, or to
furnish to any person any information with respect to, assist or participate in any effort or attempt by any

person with respect to, or otherwise cooperate in any way with, an alternative acquisition proposal;

Endocare s rights under the Merger Agreement to pursue alternative acquisition proposals received
independently under specified circumstances;

the conditions to the closing of the Merger and the likelihood of those conditions being satisfied;
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the absence of any terms providing for an adjustment to the exchange ratio based on the amount of cash or
working capital at closing for Endocare or Galil;

the requirement that holders of more than 97.5% of the shares of Galil s outstanding share capital enter into
agreements providing that such shareholders vote in favor of adoption of the Merger Agreement and against
any proposal made in opposition to, or in any competition with, the Merger; and

Endocare s board of directors belief that the $900,000 termination fee payable to Galil in the circumstances
set forth in the Merger Agreement, and reimbursement of its expenses, up to $850,000, was reasonable in the
context of termination fees that were payable in other comparable transactions and would not be likely to
preclude another party from making a superior acquisition proposal.

In the course of its deliberations, Endocare s board of directors also considered a variety of risks and other
countervailing factors related to entering into the Merger Agreement and the Stock Purchase Agreement, including the
following:

the risk that the Merger might not be completed in a timely manner or at all due to failure to satisfy the closing
conditions, a number of which are outside of Endocare s control;

if the Merger is not completed, the potential adverse effect of the public announcement of the Merger on
Endocare s business, including its significant supplier, distributor and other key business relationships,
Endocare s ability to attract and retain key personnel and Endocare s overall competitive position;

the immediate and substantial dilution of the equity interests and voting power of Endocare s stockholders upon
completion of the Merger and the Financing;

the ability of Galil s current shareholders to significantly influence the combined company s business after the
completion of the Merger and the Financing;

the risk that the combined company may need additional financing, and be unable to raise such additional
capital and that such additional capital, even if available, will be further dilutive to Endocare s stockholders and
may be at a lower valuation than reflected in the Merger and the Financing;

the restrictions that the Merger Agreement imposes on soliciting competing acquisition proposals;

the fact that Endocare would be obligated to pay the $900,000 termination fee to Galil, and reimbursement of
its expenses up to $850,000, under certain specified circumstances;

the possibility that one or more participants in the Financing will default on its or their obligation to purchase
shares of Endocare common stock pursuant to the Stock Purchase Agreement, which could prevent the Merger
from closing;

the restrictions on the conduct of Endocare s business prior to the completion of the Merger, which require
Endocare to carry on its business in the usual, regular and ordinary course in substantially the same manner as

previously conducted, subject to specific additional restrictions;

the purchase price of the Endocare common stock under the Stock Purchase Agreement relative to the
historical trading price of Endocare s common stock;
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the challenges and costs of integrating the administrative and other operations of the two companies, including
operations outside of the United States, and the substantial expenses to be incurred in connection with the
Merger, including the risks that delays or difficulties in completing the administrative integration, and such
other expenses, could adversely affect the combined company s operating results and preclude the achievement
of some benefits anticipated from the Merger;

the possible volatility, at least in the short term, of the trading price of Endocare s common stock resulting from
the announcement and pendency of the Merger and the Financing;

the possible loss of key management or other personnel of Endocare;

the risk of diverting management s attention from day-to-day operations to implement the Merger and the
subsequent integration of the two companies;

the interests of Endocare s executive officers and directors in the transactions contemplated by the Merger
Agreement, as described in the section of this proxy statement/prospectus entitled Interests of Endocare s

Directors and Executive Officers in the Merger; and
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various other applicable risks associated with the business and financial performance of Galil and the combined
company and the Merger, including those described in the section of this proxy statement/prospectus entitled
Risk Factors.

The foregoing discussion of the factors considered by Endocare s board of directors is not intended to be exhaustive,
but is believed to set forth the principal factors considered by Endocare s board of directors. Endocare s board of
directors collectively reached the unanimous conclusion to approve the Merger with Galil in light of the various
factors described above and other factors that each member of Endocare s board of directors deemed relevant. In view
of the wide variety of factors considered by the members of Endocare s board of directors in connection with their
evaluation of the Merger Agreement and the Stock Purchase Agreement and the complexity of these matters,
Endocare s board of directors did not consider it practical, and did not attempt, to quantify, rank or otherwise assign
relative weights to the specific factors it considered in reaching its decision. Endocare s board of directors made its
decision based on the totality of information presented to and considered by it. In considering the factors discussed
above, individual directors may have given different weights to different factors.

Endocare s board of directors unanimously determined that Proposals 1 and 2 are in the best interests of Endocare s
stockholders and unanimously approved the Merger Agreement and Financing. Endocare s board of directors
unanimously recommends that Endocare s stockholders approve Proposals 1 and 2.

On April 9, 2009, Endocare received a written proposal from HealthTronics, offering to purchase all of Endocare s
outstanding common stock for $1.25 per share, with Endocare stockholders having the ability to elect to receive either
cash or HealthTronics common stock as consideration. The proposal is subject to negotiation of a definitive written
agreement and due diligence. The Endocare board of directors has had preliminary discussions regarding the April
2009 HealthTronics Proposal, in consultation with Endocare s management and legal and financial advisors. The
Endocare board of directors has determined that the April 2009 HealthTronics Proposal could reasonably be expected
to lead toa Superior Proposal as defined in the Merger Agreement and is in the process of further evaluating the April
2009 HealthTronics Proposal, including conducting due diligence and collecting other information appropriate for

such evaluation. The Endocare board of directors has not determined that the April 2009 HealthTronics Proposal is in
fact a Superior Proposal. At this time, the Endocare board of directors continues to believe that the Merger with Galil

is in the best interests of Endocare and its stockholders. However, in the exercise of its fiduciary duties, the Endocare
board of directors believes that a full assessment of the April 2009 HealthTronics Proposal should be conducted

before making any final determination regarding the April 2009 HealthTronics Proposal. Upon concluding its
evaluation of the April 2009 HealthTronics Proposal, should the Endocare board of directors determine that the April
2009 HealthTronics Proposal is not a Superior Proposal under the Merger Agreement, the Endocare board of directors
will promptly provide Endocare s stockholders with all additional information material to such stockholders regarding
its evaluation, including the reasons underlying the Endocare board of directors conclusions regarding the Galil
Merger and the April 2009 HealthTronics Proposal and the advantages of the Galil Merger over the April 2009
HealthTronics Proposal, through the filing and distribution to Endocare stockholders of a prospectus supplement to

the Form S-4 of which this proxy statement/prospectus forms a part. The Endocare board of directors expects to
complete its evaluation by May 15, 2009 which will provide Endocare stockholders with a reasonable amount of time
to receive and review the prospectus supplement containing the Endocare board of directors conclusions regarding the
Galil Merger and the April 2009 HealthTronics Proposal and to submit their proxies prior to the Endocare special
meeting. In the event that the Endocare board of directors final determination with respect to the April 2009
HealthTronics Proposal is delayed, Endocare will allow at least 10 calendar days from the date the prospectus
supplement is mailed prior to holding its special meeting, even if such delay requires Endocare to temporarily

postpone the special meeting. Endocare stockholders should understand that, until they have received the prospectus
supplement, they may not have the most up-to-date information regarding the Endocare board of directors evaluation
of the April 2009 HealthTronics Proposal and should consider waiting to provide their proxies for the Endocare
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special meeting until the Endocare board of directors announces its determination with respect to the April 2009
HealthTronics Proposal. There can be no assurances that the Endocare board of directors will determine that the April
2009 HealthTronics Proposal constitutes a Superior Proposal or, if it makes such a determination, that a transaction
with HealthTronics will be consummated.
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Opinion of Endocare s Financial Advisor

Endocare has engaged Oppenheimer as its financial advisor in connection with the Merger. In connection with this
engagement, Endocare s board of directors requested that Oppenheimer evaluate the fairness, from a financial point of
view, to Endocare of the 0.923077 aggregate exchange ratio provided for in the Merger Agreement. On November 10,
2008, Oppenheimer delivered a written opinion, dated November 10, 2008, to Endocare s board of directors to the
effect that, as of that date and based on and subject to the matters described in its opinion, the 0.923077 aggregate
exchange ratio provided for in the Merger Agreement was fair, from a financial point of view, to Endocare.

The full text of Oppenheimer s written opinion, dated November 10, 2008, which describes the assumptions made,
procedures followed, matters considered and limitations on the review undertaken, is attached to this proxy
statement/prospectus as Annex E. Oppenheimer s opinion was provided to Endocare s board of directors in
connection with its evaluation of the 0.923077 aggregate exchange ratio from a financial point of view and does
not address any other aspect of the Merger or any related transaction. Oppenheimer s opinion does not address
the underlying business decision of Endocare to effect the Merger or any related transaction, the relative merits
of the Merger or any related transaction as compared to any alternative business strategies that might exist for
Endocare or the effect of any other transaction in which Endocare might engage and does not constitute a
recommendation to any stockholder as to how such stockholder should vote or act with respect to any matters
relating to the Merger or any related transaction. The summary of Oppenheimer s opinion described below is
qualified in its entirety by reference to the full text of its opinion.

In arriving at its opinion, Oppenheimer:
reviewed the Merger Agreement;
reviewed audited financial statements of Endocare and Galil for fiscal years ended December 31, 2005,
December 31, 2006 and December 31, 2007 and unaudited financial statements of Endocare and Galil for the
nine months ended September 30, 2008;
reviewed financial forecasts and estimates relating to Endocare and Galil for fiscal years ending 2008 through
2010 prepared by the managements of Endocare and Galil and estimates as to potential synergies and strategic

benefits anticipated by the managements of Endocare and Galil to result from the Merger;

held discussions with the senior managements of Endocare and Galil with respect to the businesses and
prospects of Endocare and Galil;

reviewed historical market prices of Endocare common stock;

reviewed and analyzed certain publicly available financial data for companies that Oppenheimer deemed
relevant in evaluating Endocare and Galil;

reviewed and analyzed certain publicly available information for transactions that Oppenheimer deemed
relevant in evaluating the Merger;

reviewed and analyzed the relative contributions of Endocare and Galil to selected operational metrics of the

combined company using historical financial data of Endocare and Galil and financial forecasts and estimates
relating to Endocare and Galil prepared by the managements of Endocare and Galil;
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reviewed certain potential pro forma financial effects of the Merger on Endocare based on financial forecasts
and estimates relating to Endocare and Galil prepared by the managements of Endocare and Galil and estimates
as to potential synergies and strategic benefits anticipated by the managements of Endocare and Galil to result
from the Merger;

reviewed other public information concerning Endocare; and

performed such other analyses, reviewed such other information and considered such other factors as
Oppenheimer deemed appropriate.
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In rendering its opinion, Oppenheimer relied upon and assumed, without independent verification or investigation, the
accuracy and completeness of all of the financial and other information provided to or discussed with Oppenheimer by
Endocare, Galil and their respective employees, representatives and affiliates or otherwise reviewed by Oppenheimer.
Oppenheimer was advised that financial forecasts relating to Endocare and Galil beyond the fiscal year ending 2010
were not prepared by the managements of Endocare and Galil and, accordingly, Oppenheimer did not undertake an
analysis of the future financial performance of Endocare and Galil beyond such period. With respect to the financial
forecasts and estimates relating to Endocare and Galil utilized in Oppenheimer s analyses (including estimates as to
potential synergies and strategic benefits anticipated by the managements of Endocare and Galil to result from the
Merger), Oppenheimer was advised and, at the direction of the managements of Endocare and Galil and with
Endocare s consent, assumed, without independent verification or investigation, that such forecasts and estimates were
reasonably prepared on bases reflecting the best available information, estimates and judgments of the managements
of Endocare and Galil, as the case may be, as to the future financial condition and operating results of Endocare and
Galil and such synergies and strategic benefits and that the financial results reflected in such forecasts and estimates
(including estimates as to potential synergies and strategic benefits) would be achieved at the times and in the amounts
projected. Oppenheimer relied, at Endocare s direction, without independent verification or investigation, on the
assessments of Endocare s management as to (i) the existing and future products, technology and intellectual property
of Endocare and Galil and the risks associated with such products, technology and intellectual property and

(i1) Endocare s ability to integrate the businesses of Endocare and Galil and to retain key customers and suppliers of
Endocare and Galil. Oppenheimer assumed, with Endocare s consent, that the Merger would qualify for federal income
tax purposes as a reorganization under Section 368(a) of the Code. Oppenheimer also assumed, with Endocare s
consent, that the Merger and related transactions, including the Financing contemplated to be consummated
concurrently with the Merger, would be consummated in accordance with their respective terms without waiver,
modification or amendment of any material term, condition or agreement and in compliance with all applicable laws
and other requirements and that, in the course of obtaining the necessary regulatory or third party approvals, consents
and releases with respect to the Merger or any related transaction, no delay, limitation, restriction or condition would
be imposed that would have an adverse effect on Endocare, Galil or the Merger (including the contemplated benefits
to Endocare of the Merger). Oppenheimer neither made nor obtained any independent evaluations or appraisals of the
assets or liabilities, contingent or otherwise, of Endocare or Galil.

Oppenheimer s opinion relates to the relative values of Endocare and Galil. Oppenheimer did not express any opinion
as to the underlying valuation, future performance or long-term viability of Endocare or Galil, the actual value of
Endocare common stock when issued or the price at which Endocare common stock would trade at any time.
Oppenheimer expressed no view as to, and its opinion did not address, any terms or other aspects or implications of
the Merger (other than the 0.923077 aggregate exchange ratio to the extent expressly specified in its opinion) or any
related transaction or any aspect or implication of any other agreement, arrangement or understanding entered into in
connection with the Merger or otherwise, including, without limitation, the form or structure of the Merger or any
terms or other aspects or implications of the financing contemplated to be consummated concurrently with the Merger.
In addition, Oppenheimer expressed no view as to, and its opinion did not address, the fairness of the amount or nature
of, or any other aspect relating to, the compensation to be received by any individual officers, directors or employees
of any parties to the Merger, or any class of such persons, relative to the 0.923077 aggregate exchange ratio.
Oppenheimer also expressed no view as to, and its opinion did not address, the underlying business decision of
Endocare to effect the Merger or any related transaction, the relative merits of the Merger or any related transaction as
compared to any alternative business strategies that might exist for Endocare or the effect of any other transaction in
which Endocare might engage. Oppenheimer s opinion was necessarily based on the information available to it and
general economic, financial and stock market conditions and circumstances as they existed and could be evaluated by
Oppenheimer on the date of its opinion. The credit, financial and stock markets were experiencing unusual volatility
as of the date of Oppenheimer s opinion and Oppenheimer expressed no opinion or view as to the potential effects, if
any, of such volatility on Endocare, Galil or the proposed Merger. Although subsequent developments may affect its
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opinion, Oppenheimer does not have any obligation to update, revise or reaffirm its opinion. Except as described
above, Endocare imposed no other instructions or limitations on Oppenheimer with respect to the investigations made
or the procedures followed by it in rendering its opinion.
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This summary is not a complete description of Oppenheimer s opinion or the financial analyses performed and factors
considered by Oppenheimer in connection with its opinion. The preparation of a financial opinion is a complex
analytical process involving various determinations as to the most appropriate and relevant methods of financial
analysis and the application of those methods to the particular circumstances and, therefore, a financial opinion is not
readily susceptible to summary description. Oppenheimer arrived at its ultimate opinion based on the results of all
analyses undertaken by it and assessed as a whole, and did not draw, in isolation, conclusions from or with regard to
any one factor or method of analysis for purposes of its opinion. Accordingly, Oppenheimer believes that its analyses
and this summary must be considered as a whole and that selecting portions of its analyses and factors or focusing on
information presented in tabular format, without considering all analyses and factors or the narrative description of the
analyses, could create a misleading or incomplete view of the processes underlying Oppenheimer s analyses and
opinion.

In performing its analyses, Oppenheimer considered industry performance, general business, economic, market and
financial conditions and other matters existing as of the date of its opinion, many of which are beyond the control of
Endocare and Galil. No company or transaction used in the analyses is identical to Endocare, Galil or the Merger, and
an evaluation of the results of those analyses is not entirely mathematical. Rather, the analyses involve complex
considerations and judgments concerning financial and operating characteristics and other factors that could affect the
acquisition, public trading or other values of the companies or transactions analyzed.

The forecasts and estimates contained in Oppenheimer s analyses and the ranges of valuations resulting from any
particular analysis are not necessarily indicative of actual values or future results, which may be significantly more or
less favorable than those suggested by its analyses. In addition, analyses relating to the value of businesses or
securities do not purport to be appraisals or to reflect the prices at which businesses or securities actually may be sold.
Accordingly, the forecasts and estimates used in, and the results derived from, Oppenheimer s analyses are inherently
subject to substantial uncertainty.

The type and amount of consideration payable in the Merger were determined through negotiation between Endocare
and Galil, and the decision to enter into the transaction was solely that of Endocare s board of directors. Oppenheimer
opinion and financial analyses were only one of many factors considered by Endocare s board of directors in its
evaluation of the Merger and should not be viewed as determinative of the views of Endocare s board of directors or
management with respect to the Merger or the 0.923077 aggregate exchange ratio provided for in the Merger
Agreement.

The following is a summary of the material financial analyses performed in connection with Oppenheimer s opinion,
dated November 10, 2008, to Endocare s board of directors. The financial analyses summarized below include
information presented in tabular format. In order to fully understand Oppenheimer s financial analyses, 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. Considering the data in the tables below without considering the full
narrative description of the financial analyses, including the methodologies and assumptions underlying the
analyses, could create a misleading or incomplete view of Oppenheimer s financial analyses. In performing the
financial analyses summarized below, Oppenheimer utilized estimated financial data of Galil and Endocare based on
internal estimates of Galil s management and Endocare s management, respectively. In calculating implied equity
values of Galil and Endocare, net cash was adjusted to exclude operating cash in the case of Galil and to exclude
working capital-related debt and operating cash in the case of Endocare.

Selected Companies Analysis

Oppenheimer reviewed financial and stock market information of Endocare and the following 11 selected publicly
held companies in the medical devices industry:
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American Medical Systems Holdings, Inc.
ATS Medical, Inc.

Biosphere Medical, Inc.

Bovie Medical Corporation

Endologix, Inc.

HealthTronics, Inc.
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LeMaitre Vascular, Inc.
SenoRx, Inc.

STAAR Surgical Company
Urologix, Inc.

Uroplasty, Inc.

Oppenheimer reviewed, among other things, enterprise values of the selected companies, calculated as market value
based on closing stock prices on November 7, 2008, plus straight debt and preferred stock, out-of-the-money
convertible securities and minority interests, less cash, cash equivalents and investments in unconsolidated affiliates,

as a multiple of latest 12 months revenue and, to the extent publicly available, calendar years 2008 and 2009 estimated
revenue. Financial data of the selected companies were based on publicly available research analysts estimates, public
filings and other publicly available data. Based on implied equity reference ranges for Galil and Endocare, calculated
by applying a range of selected multiples of latest 12 months revenue and calendar years 2008 and 2009 estimated
revenue derived from the selected companies to corresponding data of Galil and Endocare, this analysis indicated the
following implied aggregate exchange ratio reference ranges, as compared to the 0.923077 aggregate exchange ratio
provided for in the Merger Agreement:

Implied Aggregate Merger Aggregate
Financial Metric Exchange Ratio Reference Range Exchange Ratio
LTM Revenue 0.604182x - 1.105926x
2008 Revenue 0.601057x - 1.100204x 0.923077x
2009 Revenue 0.621478x - 1.137584x

Selected Precedent Transactions Analyses

Oppenheimer reviewed certain publicly available information for selected transactions involving urology applications
companies in the medical devices industry, given that both Galil and Endocare are primarily focused on developing
urology applications, as well as selected transactions in the medical devices industry generally:

Selected Urology Transactions. Oppenheimer reviewed the transaction values of the following five selected
transactions involving urology application companies announced from November 20, 1997 through September 25,
2008, referred to as the selected urology transactions:

Announcement Date Acquiror Target
9/25/2008 Medtronic, Inc. CryoCath Technologies Inc.
1/29/2007 AngioDynamics, Inc. RITA Medical Systems Inc.
4/12/2002 Medtronic, Inc. VidaMed, Inc.
9/1/1999 INAMED Corporation Collagen Aesthetics, Inc.
11/20/1997 Johnson & Johnson Gynecare, Inc.

Oppenheimer reviewed transaction values in the selected urology transactions, calculated as the equity value implied
for the target company based on the consideration payable in the selected transaction, plus straight debt and preferred
stock, out-of-the-money convertible securities and minority interests, less cash, cash equivalents and investments in
unconsolidated affiliates, as a multiple, to the extent publicly available, of latest 12 months revenue. Financial data for
the selected urology transactions were based on publicly available information at the time of announcement of the
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relevant transaction. Based on implied equity reference ranges for Galil and Endocare, calculated by applying a range
of selected multiples of latest 12 months revenue derived from the selected urology transactions, excluding the
multiple for the Medtronic, Inc./VidaMed, Inc. transaction as an outlier, to corresponding data of Galil and Endocare
for the latest 12 months (as of September 30, 2008), this analysis indicated the following implied aggregate exchange
ratio reference range, as compared to the 0.923077 aggregate exchange ratio provided for in the Merger Agreement:

Implied Aggregate Merger Aggregate
Exchange Ratio Reference Range Exchange Ratio
0.604182x - 1.105926x 0.923077x
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Selected Medical Devices Transactions. Oppenheimer also reviewed the transaction values of the following 12

selected transactions involving companies in the medical devices industry announced from January 19, 2006 through
July 7, 2008, referred to as the selected medical devices transactions:

Announcement Date  Acquiror Target

7/7/2008

Thermage, Inc.

Reliant Technologies, Inc.

11/13/2007 Regeneration Technologies, Inc. Tutogen Medical, Inc.
10/30/2007 Bracco Diagnostics, Inc. E-Z-EM, Inc.

10/09/2007 Natus Medical Incorporated Excel Tech Ltd.

8/6/2007 Inverness Medical Innovations, Inc. HemoSense, Inc.

7/22/2007 ev3 Inc. FoxHollow Technologies, Inc.
6/4/2007 Inverness Medical Innovations, Inc. Cholestech Corporation
2/12/2007 Cytyc Corporation Adeza Biomedical Corporation
1/8/2007 Advanced Medical Optics, Inc. IntraLase Corp.

6/20/2006 GE Healthcare Ltd. Biacore International AB
6/5/2006 American Medical Systems Holdings, Inc. Laserscope

1/19/2006 Royal Philips Electronics Lifeline Systems, Inc.

Oppenheimer reviewed transaction values in the selected medical devices transactions as a multiple of latest

12 months revenue and, to the extent publicly available, one-year and two-year forward estimated revenue. Financial
data for the selected medical devices transactions were based on publicly available information at the time of
announcement of the relevant transaction. Based on implied equity reference ranges for Galil and Endocare, calculated
by applying a range of selected multiples of latest 12 months revenue and one-year and two-year forward estimated
revenue derived from the selected medical devices transactions to corresponding data of Galil and Endocare for the
latest 12 months (as of September 30, 2008) and calendar years 2008 and 2009, this analysis indicated the following
implied aggregate exchange ratio reference ranges, as compared to the 0.923077 aggregate exchange ratio provided
for in the Merger Agreement:

Implied Aggregate Merger Aggregate
Financial Metric Exchange Ratio Reference Range Exchange Ratio
LTM Revenue 0.604182x - 1.105926x
2008 Revenue 0.601057x - 1.100204x 0.923077x
2009 Revenue 0.621478x - 1.137584x

Contribution Analysis

Oppenheimer reviewed the relative contributions of Endocare and Galil to various financial metrics, including the pro
forma revenue and gross profit of the combined company for calendar year 2007, the latest 12 months (as of

September 30, 2008) and calendar years 2008 through 2010. Oppenheimer then compared the implied equity

ownership percentages of Galil s shareholders in the combined company derived from the relative contributions of
Endocare and Galil to such financial metrics to the pro forma equity ownership percentages of Galil s shareholders in
the combined company upon consummation of the Merger implied by the 0.923077 aggregate exchange ratio

provided for in the Merger. This analysis indicated the following range of implied pro forma equity ownership
percentages for Galil s shareholders, as compared to the pro forma equity ownership percentage for Galil s shareholders
upon consummation of the Merger implied by the 0.923077 aggregate exchange ratio provided for in the Merger

Table of Contents 122



Edgar Filing: ENDOCARE INC - Form S-4/A

Agreement:

Galil Pro Forma Equity Ownership
Percentage Implied by Aggregate
Merger Exchange Ratio

Galil Implied Pro Forma Equity
Ownership Percentage Reference Range

44.8% - 48.6% 48.0%

Accretion/Dilution Analysis

Oppenheimer reviewed the potential pro forma effect of the Merger on Endocare s calendar years 2008, 2009 and 2010
estimated earnings per share, referred to as EPS, taking into account the full impact in each calendar year observed of
potential synergies for calendar year 2010 anticipated by the managements of Endocare and Galil to
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result from the Merger before giving effect to transaction costs and the number of shares of Endocare common stock
to be issued in the financing contemplated to be consummated concurrently with the Merger. Based on the aggregate
Merger exchange ratio and an assumed Merger closing date of January 1, 2008, this analysis indicated that the Merger
could reduce Endocare s calendar year 2008 estimated loss per share and could be accretive to Endocare s calendar
years 2009 and 2010 estimated EPS. Actual results may vary from projected results and the variations may be
material.

Miscellaneous

Endocare has agreed to pay Oppenheimer for its financial advisory services in connection with the Merger an
aggregate fee of $800,000, a portion of which was payable upon Oppenheimer s engagement by Endocare, a portion of
which was payable upon delivery of Oppenheimer s opinion and a significant portion of which is contingent upon
consummation of the Merger. Endocare also has agreed to reimburse Oppenheimer for its reasonable expenses,
including reasonable fees and expenses of its legal counsel, and to indemnify Oppenheimer and related parties against
liabilities, including liabilities under the federal securities laws, relating to, or arising out of, its engagement.
Oppenheimer is acting as placement agent in connection with the financing contemplated to be consummated
concurrently with the Merger, for which Oppenheimer expects to receive compensation. Oppenheimer also is acting as
Endocare s financial advisor in connection with the April 2009 HealthTronics Proposal, for which Oppenheimer in the
future may receive compensation. In the ordinary course of business, Oppenheimer and its affiliates may actively trade
securities of Endocare for Oppenheimer s and its affiliates own accounts and for the accounts of customers and,
accordingly, may at any time hold a long or short position in such securities.

The issuance of Oppenheimer s opinion was approved by an authorized committee of Oppenheimer. Endocare selected
Oppenheimer as its financial advisor based on Oppenheimer s reputation and experience. Oppenheimer is an
internationally recognized investment banking firm and, as a part of its investment banking business, is regularly
engaged in valuations of businesses and securities in connection with acquisitions and mergers, underwritings,
secondary distributions of securities, private placements and valuations for other purposes.

Merger Consideration

At the effective time of the Merger, each outstanding ordinary share of Galil will be converted into the right to receive
the number of shares of Endocare common stock equal to the product of (1) the sum of the number of shares of
Endocare common stock outstanding and the number of shares of Endocare common stock subject to in-the-money
options immediately prior to the effective time of the Merger and (2) the exchange ratio of 0.923077, divided by the
total number of Galil ordinary shares outstanding and the number of ordinary shares of Galil subject to in-the-money
options immediately prior to the effective time of the Merger. The exact conversion ratio cannot be calculated until
immediately prior to the effective time of the Merger, but it is expected that approximately 33.0 ordinary shares of
Galil will be converted into one share of Endocare common stock.

Indemnification; Escrow Shares

At the closing of the Merger, Endocare will deduct from the Merger consideration payable to the Galil Shareholders
and deposit with Deutsche Bank National Trust Company, as escrow agent, a number of shares of Endocare common
stock equal to 7.5% of the total number of shares of Endocare common stock comprising the aggregate Merger
consideration rounded down to the nearest whole share, for the purpose of satisfying any indemnification obligations
to Endocare and its affiliates under the Merger Agreement. The number of shares of Endocare common stock
currently expected to be deposited into escrow upon consummation of the Merger is 839,940 shares. While the shares
are held in escrow, Galil shareholders will be entitled to vote the Escrow Shares otherwise payable to such
shareholders and to any cash dividends paid on such Escrow Shares at the time such dividends are paid.
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Pursuant to the Merger Agreement, Endocare will be indemnified, solely to the extent of the Escrow Shares, for
damages that Endocare incurs arising from a breach or inaccuracy of Galil s representations and warranties or a breach
of any of Galil s covenants prior to consummation of the Merger, and for any damages that Endocare incurs arising
from taxes of Galil attributable to taxable periods ending on or before the consummation of the Merger. In
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the event that the parties are unable to agree upon matters relating to the indemnification procedures, such matters will
be determined by an impartial arbitrator pursuant to the dispute resolution provisions of the Merger Agreement.
Pursuant to the Merger Agreement, any claim against the Escrow Shares must be made on or before the date on which
Endocare is required to file with the SEC its Annual Report on Form 10-K for the fiscal year ended December 31,
2009 (without regard to any extensions), or March 31, 2010. Escrow Shares remaining in the escrow after settlement
of all claims will be distributed to Galil s former shareholders based on their proportionate holdings of Galil shares at
the time of consummation of the Merger.

Galil Share Options

Each outstanding option to purchase Galil ordinary shares issued pursuant to the Galil 1997 Option Plan, the Galil
2000 Share Option Plan and the Galil 2003 Share Option Plan will be converted into an option to purchase, on the
same terms and conditions as applied to the Galil share option, a number of shares of Endocare common stock
(rounded up to the nearest whole share) equal to the number of shares of Endocare common stock that the holder of
such Galil stock option would have been entitled to receive in the Merger had such holder exercised the option in full
immediately prior to the Merger. The exercise price per share of Endocare common stock for these converted options
will be equal to the former aggregate exercise price for Galil ordinary shares that otherwise could have been purchased
under the Galil share option, divided by the number of shares of Endocare common stock for which such option will
become exercisable (rounded down to the nearest whole cent). In addition, in the case of options intended to be treated
as incentive stock options under the Code, the option price, the number of shares that could be purchased and the
terms and conditions of exercise will be determined in order to comply with the applicable provisions of the Code.

Merger Mechanics

Assuming ownership by Galil s shareholders of the Escrow Shares, the shares of Endocare common stock issued to
Galil s shareholders in connection with the Merger are expected to represent approximately 48.0%, and Endocare s
existing stockholders are expected to own approximately 52.0%, of the shares of Endocare s common stock
outstanding after the Merger but without taking into consideration the shares issued in the Financing.

No certificate representing fractional shares of Endocare s common stock will be issued in connection with the Merger.
The aggregate number of shares which each holder of Galil shares is entitled to receive in the Merger will be rounded
down to the nearest whole share and such shareholder shall not be entitled to any rights with respect to any fractional
share or any cash in lieu thereof.

The Merger Agreement provides that, at the effective time of the Merger, Endocare will deposit with the exchange
agent designated by Endocare and reasonably acceptable to Galil the shares of Endocare s common stock issuable to
Galil s shareholders and any dividends or distributions to which holders of such stock certificates may be entitled.
Endocare anticipates that Computershare, Endocare s transfer agent, will act as exchange agent.

The Merger Agreement provides that, as soon as practicable after the effective time of the Merger, the exchange agent
will mail to each record holder of Galil shares immediately prior to the effective time of the Merger a letter of
transmittal and instructions for surrendering and exchanging the record holder s Galil share certificates. Upon
surrender of a Galil share certificate for exchange to the exchange agent, together with a duly signed letter of
transmittal, and such other documents as the exchange agent may reasonably require, the holder of the Galil share
certificate will be entitled to receive the following:

a certificate representing the number of whole shares of Endocare s common stock that such holder has the right
to receive pursuant to the provisions of the Merger Agreement; and
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dividends or other distributions, if any, to which they are entitled under the terms of the Merger Agreement.
All Galil share certificates surrendered will be cancelled.
At the effective time of the Merger, all holders of certificates representing Galil shares that were outstanding
immediately prior to the effective time of the Merger will cease to have any rights as shareholders of Galil. In
addition, no transfer of Galil shares after the effective time of the Merger will be registered on the share transfer books

of Galil.
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If any Galil share certificate has been lost, stolen or destroyed, upon the making of an affidavit of that fact by the
person claiming such certificate to be lost, stolen or destroyed and delivery of a letter of transmittal and, if required by
Endocare or the exchange agent, the posting by such person of a bond in such reasonable amount as Endocare or the
exchange agent may direct as indemnity against any claim that may be made against it with respect to such certificate,
the exchange agent shall issue in exchange for such lost, stolen or destroyed certificate the shares of Endocare s
common stock and any unpaid dividends and distributions on such shares of Endocare s common stock.

Interests of Endocare s Directors and Executive Officers in the Merger

In considering the recommendation of Endocare s board of directors with respect to the proposals, Endocare s
stockholders should be aware that members of the board of directors and executive officers of Endocare may have
interests in the Merger that may be different from, or in addition to, the interests of Endocare s stockholders. Endocare s
directors were aware of these potential conflicts of interest and considered them, among other matters, in reaching

their respective decisions to approve the Merger and the Merger Agreement, and to recommend that Endocare s
stockholders vote to approve the proposals.

Payments Upon a Change in Control

Upon a Change in Control for purposes of Section 409A of the Code, the following table lists the directors and
executive officers of Endocare that are entitled to be issued shares of Endocare common stock pursuant to Endocare s
Employee Deferred Stock Unit Program and Endocare s Non-Employee Director Deferred Stock Unit Program as of
March 31, 2009:

Number of Shares of
Endocare Common Stock
Issuable Upon a

Change of Control
for Purposes of 409A
Name Position with Endocare of the Code
John R. Daniels, M.D. Director 44,226
David L. Goldsmith Director and Interim Chairman of the 85,260
Board
Eric S. Kentor Director 58,854
Terrence A. Noonan(1) Director 40,810
Thomas R. Testman Director 53,161
Michael R. Rodriguez Senior Vice President, Finance and
Chief Financial Officer
Clint B. Davis Senior Vice President, Legal Affairs, 5,329(2)

General Counsel and Secretary

(1) On April 6, 2009, Mr. Noonan resigned from his position as a non-executive director.

(2) All 5,329 shares underlying Mr. Davis Deferred Stock Units are scheduled to be issued pursuant to their terms on
March 31, 2010.

Management of the Combined Company
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It is intended that Martin J. Emerson, the current President and Chief Executive Officer of Galil, will become the
Chief Executive Officer and President of Endocare after the Merger. Michael R. Rodriguez, Endocare s Senior Vice
President, Finance and Chief Financial Officer, and Clint B. Davis, Endocare s Senior Vice President, Legal Affairs
and General Counsel, who were appointed as co-principal executive officers on March 19, 2009, will resign from such
positions as co-principal executive officers, but will remain in their other officer positions. All current directors of
Endocare will remain on the board of directors.
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Interests of Galil s Directors and Executive Officers in the Merger

Members of the board of directors and executive officers of Galil may have interests in the Merger that are different
from, or are in addition to, the interests of Galil s shareholders generally. These interests generally include, among
other things, the assumption by Endocare of Galil s share options in the Merger, the potential for such persons to
occupy positions as officers or directors of the combined company, to collect director s fees and other related equity
and non-equity compensation, and to receive potential benefits under employment arrangements as a result of the
Merger. The members of Galil s board of directors were aware of these interests and considered them, among other
matters, in approving the Merger Agreement and in determining to recommend that Galil s shareholders vote to
approve and adopt the Merger Agreement.

Board of Directors and Management of the Combined Company

Pursuant to the Merger Agreement, Endocare has agreed to appoint four current members of Galil s board of directors
to Endocare s board of directors upon completion of the Merger. It is currently the parties intention that these
individuals will be Martin J. Emerson, Richard B. Emmitt, Doron Birger and James E. Thomas. Each of these
individuals voted, in their capacity as directors, to approve the adoption of the Merger Agreement and have
recommended to the shareholders of Galil that they vote to approve the Merger Agreement and the Merger.

In addition, it is intended that Martin J. Emerson, who is the President and Chief Executive Officer of Galil, will
become the Chief Executive Officer and President of Endocare upon closing of the Merger. Mr. Emerson participated
in the negotiation and approval of the terms of the Merger on behalf of Galil.

Indemnification and Directors and Officers Insurance

Pursuant to the Merger Agreement, prior to the effective time of the Merger, Galil may purchase a tail policy under
Galil s existing directors and officers insurance policy which (i) has an effective term of seven years from the effective
time of the Merger, (ii) covers those persons who are currently covered by Galil s directors and officers insurance
policy in effect as of November 10, 2008 for actions and omissions occurring on or prior to the effective time of the
Merger, and (iii) contains terms and conditions that are no less favorable, in the aggregate, to the insured than those of
Galil sdirectors and officers insurance policy in effect as of November 10, 2008.

In addition, for a period of seven years following the effective time of the Merger, to the fullest extent permitted by
applicable law, Endocare and Galil shall fulfill and honor in all respects the obligations of Galil to the current officers
and directors of Galil or any of its subsidiaries and each other person who is or was a director or officer of Galil or any
of its subsidiaries at or at any time prior to the effective time of the Merger, pursuant to all rights to any
indemnification and exculpation from liabilities for acts or omissions contained in Galil s charter documents or
available under applicable law.

Stock Option Plans

As of April 29, 2009, directors and officers of Galil held in the aggregate options to purchase approximately
12,880,000 ordinary shares of Galil. Under the terms of the Merger Agreement, these options will be converted into
options to purchase approximately 394,579 shares of Endocare common stock as described above.

Financing

On November 10, 2008, concurrently with the execution of the Merger Agreement, Endocare and certain existing
institutional accredited stockholders of Endocare and Galil, including affiliates of certain directors of Galil, entered
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into the Stock Purchase Agreement, relating to the sale by Endocare of up to 16,250,000 shares of Endocare common
stock at a purchase price of $1.00 per share. Entities affiliated with directors of Galil will purchase 13,050,000 shares
in the Financing, representing approximately 33.33% of the outstanding common stock of Endocare immediately after
consummation of the Merger and the Financing. Pursuant to the terms of the Stock Purchase Agreement, entities
affiliated with three of the current directors of Galil are expected to beneficially own in excess of 5% of Endocare s
outstanding common stock and to collectively own 50.9% of Endocare s outstanding common stock immediately upon
the closing of the Merger and the Financing.
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Composition of Endocare s Board of Directors Following the Merger

The board of directors of Endocare following the Merger will be comprised of nine directors. Endocare has agreed to
appoint four current members of Galil s board of directors to the board of directors of Endocare upon completion of the
Merger. It is currently the parties intention that these individuals will be Martin J. Emerson, Richard B. Emmitt,
Doron Birger and James E. Thomas. Endocare has also agreed to appoint a current or former partner of Frazier
Healthcare Ventures or the current or former chief executive officer of one of Frazier Healthcare Ventures portfolio
companies to its board of directors upon consummation of the Merger. It is currently intended that this individual will
be Daniel A. Pelak. As of April 29, 2009, Frazier Healthcare Ventures held 1,721,915 shares of Endocare common
stock comprising 14.6% of the total number of shares of Endocare common stock outstanding as of that date. In
addition, Frazier Healthcare V, L.P. has committed to purchase 3,000,000 shares of Endocare common stock in the
financing. The remaining four directors will be members of Endocare s current board of directors. Those individuals
are currently expected to be John R. Daniels, M.D., David L. Goldsmith, Eric S. Kentor and Thomas R. Testman. The
parties have agreed that a member of Endocare s pre-Merger board of directors will be Chairman of the post-Merger
board of directors. It is the parties current intention that David L. Goldsmith will be the Chairman of the board of
directors after completion of the Merger.

Effective Time of the Merger

The Merger Agreement requires the parties to consummate the Merger after all of the conditions to the consummation
of the Merger contained in the Merger Agreement are satisfied or waived. The Merger will become effective upon the
issuance of a certificate evidencing the Merger by the Companies Registrar of the State of Israel. While we are
seeking to consummate the Merger in the second quarter of 2009, neither Endocare nor Galil can predict the exact
timing of the consummation of the Merger, if at all.

Government and Regulatory Matters

Endocare and Galil have each agreed to use their commercially reasonable efforts to do all things necessary under
applicable laws to complete the Merger. These things include:

obtaining consents of all third parties and governmental authorities necessary or advisable to complete the
Merger; and

contesting any legal action opposing or adverse to the Merger.

In the United States, Endocare must comply with applicable federal and state securities laws and, to the extent
Endocare is to remain listed on the NASDAQ Capital Market, NASDAQ rules and regulations in connection with the
issuance of shares of Endocare s common stock in the Merger and the Financing, including the filing with the SEC and
effectiveness of the registration statement on Form S-4 of which this proxy statement/prospectus is a part and

obtaining stockholder approval of the issuance of the shares of Endocare common stock pursuant to the Merger
Agreement and Stock Purchase Agreement in accordance with NASDAQ Marketplace Rule 5635(a)(1).

Neither Endocare nor Galil is required to obtain approvals or clearances from any antitrust regulatory authorities in the
United States or other countries to consummate the Merger. However, the FTC has opened an investigation into
whether the proposed Merger violates Section 7 of the Clayton Act, as amended, 15 U.S.C. § 18, or Section 5 of the
FTC Act, as amended, 15 U.S.C. § 48. The parties are cooperating fully with the FT'C s investigation and are in the
process of providing the FTC with information and materials. There can be no assurances that the FTC investigation
will not prevent or materially delay consumation of the Merger.
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Israeli Governmental Approvals

Israeli Companies Law. Under the Israeli Companies Law, Endocare and Galil cannot complete the Merger without
making certain filings and notifications to the Israeli Companies Registrar.

Merger Proposal. Once the board of directors of each merging company has approved the Merger, and within
three days from the sending of the notice to such company s shareholders regarding the approval of the Merger,
each merging company is required to file with the Israeli Companies Registrar, jointly with the other merging
company, a Merger Proposal setting forth specified details with respect to the merger. Such Merger Proposals
were jointly filed with the Israeli Companies Registrar on December 15, 2008.
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Notice to Creditors. In addition, each merging company is obliged to notify its creditors, if any, of the
proposed Merger. Pursuant to the Israeli Companies Law, a copy of the Merger Proposal must be sent to the
secured creditors of each merging company, substantial creditors (as such term is defined in the regulations
promulgated under the Israeli Companies Law), if any, must be informed individually of the filing of the
Merger Proposal with the Israeli Companies Registrar indicating where it can be reviewed, and all creditors
must be informed of the Merger by publication in daily newspapers, including a United States daily newspaper
(to the extent there are material creditors in the United States), and by making the Merger Proposal available
for review. Creditors are then entitled to request copies of the merging companies financial statements, while
material creditors are entitled to request any information that is directly necessary to evaluate whether the
merged company will be able to meet its obligations. After sending these notices, the merging companies will
notify the Israeli Companies Registrar of the sending of the notices to their creditors. Creditors are also entitled
to apply to the appropriate court to request a delay or an order preventing the Merger. In addition, pursuant to
the Israeli Companies Law, in case a merging company employs more than 50 employees it must provide a
notice of the Merger to the workers union or post a copy of the publication placed in the newspapers in a
prominent location in the workplace.

Shareholder Approval Notice. The Merger must be approved by the shareholders of each merging company.
After shareholder approval, the companies will then file a shareholder approval notice with the Israeli
Companies Registrar concerning the decision of the shareholders.

Assuming that the shareholders of each of the merging companies approve the Merger Agreement and the Merger and
that all of these statutory procedures and requirements have been complied with, upon filing of the shareholder
approval notice, and so long as 30 days have passed from the date of the special meetings of each of the merging
companies and at least 50 days from the date of the filing of the Merger Proposals with the Israeli Companies
Registrar has lapsed, the Companies Registrar will declare the Merger effective and issue the surviving company a
certificate to that effect.

Office of the Chief Scientist. The Israeli Research and Development Law imposes certain reporting requirements with
respect to certain changes in the ownership of a grant recipient. The law requires the grant recipient and its controlling
shareholders and non-Israeli interested parties to notify the OCS of any change in control of the recipient, or a change
in the holdings of the means of control of the recipient that results in a non-Israeli becoming an interested party
directly in the recipient, and requires the new interested party to undertake to the OCS to comply with the Research
and Development Law. The OCS is a part of Israel s Ministry of Industry, Trade and Labor and provides research and
development grants to high-tech companies, subject to an obligation to repay the grants by means of royalties on the
sale of products funded by the grants. Until 2003, Galil received grants from the Office of the Chief Scientist,
including the Magnet Division, for the financing of a portion of different development programs for its cryoablation
products. Therefore, Endocare and Galil are required to notify the OCS of the proposed Merger. Galil sent a notice to
the OCS in that respect on December 4, 2008. Endocare has agreed in writing to observe strictly all the requirements
of the Israel Research and Development Law and the regulations, rules and procedures promulgated thereunder, as
applied to Galil and as directed by the Israeli Research Committee, in particular those requirements relating to the
prohibitions on the transfer of know-how and/or production rights and, as a shareholder of Galil, to make all
reasonable efforts that Galil shall observe strictly all such requirements. Galil further confirmed to the OCS that after
the completion of the Merger Galil will continue to exist as a subsidiary of Endocare, and accordingly, shall continue
to hold its assets and carry out its business. On December 8, 2008 an approval of receipt of Galil s notice to the OCS
was obtained.

Israeli Investment Center in the Israeli Ministry of Industry and Commence. To the extent that a company has
received benefits from the Israeli Investment Center, its consent will also be required to the company s acquisition by a
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non-Israeli shareholder. The Investment Center, which is also a part of Israel s Ministry of Industry, Trade and Labor,
provides various benefits to Israeli companies including grants to finance capital investments and tax benefits ranging
from reduced rates of company tax to a full tax holiday for a fixed period, depending on a number of factors. Galil has
also received tax benefits from the Investment Center, and therefore Endocare and Galil have agreed to seek the
approval of the Investment Center to the Merger. Galil filed an application with the Investment Center in that respect
on December 4, 2008. On January 13, 2009 the Investment Center granted its approval in principle for the Merger.
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Israeli Securities Authority. Endocare requires an exemption, pursuant to Section 15D of the Israeli Securities Law,
1968, from the requirement to publish a prospectus in respect of the assumption by Endocare of the Galil share
options granted to employees of Galil. On December 11, 2008, the Israeli Securities Authority granted this exemption.
In order to comply with the terms of the exemption, Endocare will be required to make copies of the relevant share
option plans and related SEC filings available to Israeli employees of Galil, and, upon demand, to provide Hebrew
translations of these documents. One of the conditions to the exemption is that the closing of the Merger occurs by
March 31, 2009. On March 8, 2009, Endocare was granted an extension of the exemption under which the closing of
the Merger was extended until June 30, 2009.

Israeli Restrictive Practices Law. Under Israel s Restrictive Trade Practices Law 1988, a Merger which meets certain
conditions is subject to the approval of the Director of Restrictive Trade Practices. However, because Endocare does
not conduct business in Israel, Endocare and Galil believe that the Merger will be exempt from the requirement to
obtain the consent in connection with the Merger.

Endocare and Galil are not aware of any other regulatory approvals or actions that are required to effect the Merger. If
any additional governmental approvals or actions are required, we intend to try to obtain them. We cannot assure you,
however, that we will be able to obtain any required approvals or actions.

Appraisal Rights

Israeli law does not afford Galil s shareholders any appraisal rights in connection with the Merger. Endocare s
stockholders are also not entitled to appraisal rights in connection with the Merger.

Material United States Federal Income Tax Consequences of the Merger

The following is a general discussion of the material United States federal income tax consequences of the Merger to
the U.S. Holders (as defined below) of Galil ordinary shares, and to Endocare, Orange Acquisitions Ltd. and Galil.
This discussion is based on the opinion of Gibson, Dunn & Crutcher LLP, counsel to Endocare. A U.S. Holder is
defined as:

a citizen or resident of the United States;

a corporation created or organized in the United States or under the laws of the United States or of any political
subdivision thereof;

an estate whose income is includible in gross income for United States federal income tax purposes regardless
of its source; or

a trust, if a United States court is able to exercise primary supervision over the administration of the trust and
one or more United States persons have the authority to control all substantial decisions of the trust.

If a partnership (including for this purpose any entity treated as a partnership for United States federal income tax
purposes) is a beneficial owner of Galil shares, the treatment of a partner in the partnership will generally depend upon
the status of the partner and upon the activities of the partnership. Partnerships and partners in such partnerships
should consult their tax advisors about the United States federal income tax consequences of participating in the
Merger.

The discussion is based upon current provisions of the Code, existing regulations promulgated under the Code and
current administrative rulings and court decisions, all of which are subject to change, possibly with retroactive effect.
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No attempt has been made to comment on all United States federal income tax consequences of the Merger that may
be relevant to particular holders, including holders that are subject to special tax rules, for example, dealers in
securities, non-U.S. Holders, banks, mutual funds, insurance companies, financial services entities, tax-exempt
entities, and holders who do not hold their shares as capital assets, who acquired their shares through stock option or
stock purchase programs or otherwise as compensation, who are subject to alternative minimum tax, or who hold their
shares as part of a hedge, straddle or other risk reduction transaction and persons who hold, directly, constructively or
by attribution, 5% or more of either the total voting power or total value of the capital stock of Endocare immediately
after the Merger, or 10% or more of the total voting power of the capital stock of Endocare at any time. U.S. Holders
of Galil ordinary shares are advised to consult their own tax advisors regarding the
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United States federal income tax consequences of the Merger in light of their personal circumstances and the
consequences under applicable state, local and foreign tax laws.

Endocare has received from its counsel, Gibson, Dunn & Crutcher LLP, an opinion to the effect that the Merger will
be treated for United States federal income tax purposes as a reorganization within the meaning of Section 368(a) of
the Code. In rendering its opinion, Gibson, Dunn & Crutcher LLP relied upon representations made by Galil,
Endocare and Orange Acquisitions Ltd.

Assuming the Merger is treated as a reorganization within the meaning of Section 368(a) of the Code, no gain or loss
will be recognized for United States federal income tax purposes by Endocare, Orange Acquisitions Ltd. or Galil as a
result of the Merger. A U.S. Holder of Galil shares will not recognize gain or loss on the exchange of Galil shares for
Endocare common stock pursuant to the Merger for United States federal income tax purposes. The aggregate tax
basis of the Endocare common stock received by a U.S. Holder of Galil shares will be the same as the aggregate tax
basis of the shares surrendered therefor. The holding period of the Endocare common stock will include the holding
period of the Galil shares surrendered therefor, provided that the Galil shares are held as capital assets at the time of
the Merger.

Notwithstanding the foregoing, if Galil is or has been a Passive Foreign Investment Company ( PFIC ) at any time since
1986, the exchange of Galil shares for Endocare common stock pursuant to the Merger may constitute a taxable
transaction for United States federal income tax purposes. In general, under Section 1297 of the Code, a foreign
corporation may be a PFIC if 75% or more of its gross income is passive or if at least 50% of its assets produce or are
held for the production of passive income. Galil does not believe that it is or has been a PFIC for any tax year to date.
Even if Galil is or has been a PFIC, certain exceptions under proposed Treasury regulations may exempt the exchange

of Galil shares for Endocare common stock from taxation. U.S. Holders are urged to consult their tax advisors

regarding the specific tax consequences if Galil is or was a PFIC.

Tax Implications of Holding Endocare Common Stock. A U.S. Holder of Endocare common stock will be required to
include in gross income as dividend income the amount of any distributions (including constructive distributions) paid
on the Endocare common stock on the date such distribution is received to the extent such distributions are paid out of
Endocare s current or accumulated earnings and profits. Distributions in excess of such earnings and profits will be
applied against and will reduce the U.S. Holder s basis in the Endocare common stock and, to the extent in excess of
such basis, will be treated as gain from the sale or exchange of the Endocare common stock. In general, dividends paid
on the Endocare common stock to a corporate U.S. Holder will qualify for the dividends-received deduction. The
dividends-received deduction is subject to certain holding period, taxable income and other limitations.

Dividends received by a non-corporate U.S. Holder during taxable years beginning on or before December 31, 2010
will be taxed at a maximum rate of 15%, provided that the U.S. Holder held the stock for more than 60 days during
the 121-day period beginning 60 days before the ex-dividend date and certain other requirements are met. Dividends
received by non-corporate U.S. Holders in taxable years beginning after December 31, 2010 will be subject to tax at
ordinary income rates.

For United States federal income tax purposes, a U.S. Holder will recognize taxable gain or loss on any sale, exchange
or other disposition of Endocare common stock in an amount equal to the difference between the United States dollar
value of the amount realized on such sale, exchange or other disposition and such U.S. Holder s basis in such shares.
Any such gain or loss will be capital gain or loss and will be long-tem capital gain or loss if the stock is held for more
than one year. The deductibility of capital losses is subject to limitations. Any gain or loss generally will be treated as
United States source income or loss for United States foreign tax credit purposes.
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U.S. HOLDERS OF GALIL ORDINARY SHARES SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO
THE PARTICULAR TAX CONSEQUENCES TO THEM FROM THE MERGER AND FROM HOLDING
ENDOCARE COMMON STOCK, INCLUDING THE APPLICABILITY AND EFFECT OF STATE, LOCAL,
FOREIGN AND OTHER TAX LAWS AND THE EFFECT OF ANY PROPOSED CHANGES IN THE TAX
LAWS.
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Material Israeli Tax Consequences of the Merger

The following is a summary discussion of certain Israeli tax considerations in connection with the consummation of
the Merger. The following summary is based upon the Israeli Income Tax Ordinance [New Version] 1961, as
amended and other laws and regulations, all as in effect as of the date hereof. No assurance can be given that future
legislation, regulations or interpretations will not significantly change the tax considerations described below, and any
such change may apply retroactively. This summary does not discuss all aspects of Israeli tax consequences which
may apply to particular holders of Galil ordinary shares in light of their particular circumstances, such as investors
subject to special tax rules or other investors referred to below. Holders of Galil ordinary shares should consult
their own tax advisors as to the Israeli tax consequences applicable to them of the Merger.

Sale of Galil Shares. In general, under the Israeli Income Tax Ordinance [New Version], 1961 and the rules and
regulations promulgated thereunder (the Tax Ordinance ), the disposition of shares of an Israeli company is generally
deemed to be a sale of capital assets, unless such shares are held for the purpose of trading. The Tax Ordinance
generally imposes a capital gains tax on the sale of capital assets located in Israel, including shares in an Israeli
resident company, by both residents and non-residents of Israel, unless a specific exemption is available or unless a
double taxation prevention treaty between Israel and the seller s country of residence provides otherwise.

Under the Tax Ordinance, the tax rate applicable to capital gains derived from the disposition of Galil shares in the
Merger is generally 20% for Israeli individuals, unless such shareholder claims a deduction for financing expenses in
connection with such shares, in which case the gain will generally be taxed at a rate of 25%. Additionally, if such
shareholder is considered a Significant Shareholder at any time during the twelve-month period preceding such
disposition (i.e., such shareholder holds directly or indirectly, including with others, at least 10% of any means of
control in Galil) the tax rate will be 25%. Companies are subject to a 25% tax rate on capital gains derived from the
disposition of Galil shares. However the foregoing tax rates will not apply to dealers in securities. In addition, for
shareholders who acquired their Galil shares prior to January 1, 2003, the aforementioned tax rates will apply only to a
proportionate part of the gain, in accordance with the holding periods of the Galil shares, before and after January 1,
2003, on a linear basis. Accordingly, the proportionate part of the gain corresponding to the holding period of the
Galil shares after January 1, 2003 and until their disposition will be subject to the above tax rates, while the
proportionate part of the gain corresponding to the holding period of the Galil shares prior to January 1, 2003 will be
subject to the applicable marginal tax rate (currently up to 47% and expected to be reduced to up to 46% for the 2009
tax year) for Galil shareholders who are individuals, or the corporate tax rate (currently 27% and expected to be
reduced to 26% for the 2009 tax year) for Galil shareholders which are companies.

As mentioned above, certain capital gains tax exemptions provided under the Tax Ordinance or certain reduced tax
rates on capital gains tax provided under applicable double taxation prevention treaties to which Israel is party may
provide relief for certain Galil shareholders from Israeli capital gains tax on any gain derived by such shareholders on
the disposition of Galil shares in the Merger. Galil shareholders should consult their tax advisors regarding the tax
consequences of the Merger to them and the applicability of any such tax exemption or tax relief.

Israeli Withholding Tax. In some instances where Galil shareholders may be liable for Israeli tax on the disposition of
their Galil shares, the payment of the Merger consideration may be subject to the deduction of Israeli tax at source.

Endocare and Galil have agreed that Galil will file with the Israeli tax authority, or ITA, one or more applications for
the receipt of one or more tax rulings that (A) provide for a full exemption from withholding requirements as a result
of a deferral of Israeli income tax pursuant to Section 104H of the Tax Ordinance, or (B) to the extent that the
exemption mentioned above does not apply, that either: (x) exempts Endocare from any obligation to withhold Israeli
tax at source from any consideration payable or otherwise deliverable pursuant to the Merger Agreement, or clarifies
that no such obligation exists; or (y) clearly instructs Endocare how and when such withholding at source is to be
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rate of withholding, as applicable, under Israeli tax law will be made from any consideration payable under the Merger
Agreement to a Galil shareholder to the extent that such Galil shareholder has provided Endocare, prior to the time
such payment is made, with an appropriate unequivocal exemption from
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withholding of Israeli tax issued by the ITA confirming that no withholding of Israeli tax is required with respect to
the particular Galil shareholder in question.

In addition, Endocare and Galil have agreed that Galil will file with the ITA one or more applications for the receipt
of one or more tax rulings, if applicable, that provide that payments out of the indemnity escrow fund shall not be
subject to Israeli tax until actually received by the persons entitled thereto, subject to the terms and periods set forth in
such ruling.

Receipt of these tax rulings is a condition to close the Merger. The parties are obligated under the Merger Agreement
to cooperate with one another in obtaining these tax rulings.

Shares Issued as Compensation for Employment or Service. Shareholders who received or acquired their Galil shares
under one or more of Galil s incentive plans, or otherwise as compensation for employment or services provided to
Galil or any of its affiliates, may be subject to different tax rates. Because individual circumstances may differ, any
such holders of Galil shares should consult their own tax advisors as to the Israeli tax consequences applicable to
them.

Endocare and Galil have agreed that Galil will file with the ITA one or more applications for the receipt of one or
more tax rulings that will confirm that the assumption of Galil share options (whether vested or unvested) under the
Merger Agreement will not result in a requirement for an immediate Israeli tax payment and that the statutory trust
period under Section 102 of the Tax Ordinance for any Galil share options that are assumed by Endocare will continue
uninterrupted from the original date of grant of such Galil share options and will not recommence as a result of the the
Merger; which ruling may be subject to customary conditions regularly associated with such a ruling. In the event that
such pre-ruling from the ITA is not obtained prior to the closing of the Merger, the payment at the closing of the
Merger of the consideration to such holders of options shall be subject to deduction of Israeli tax at the source, at the
rate set under applicable law, unless the ITA provides for an extension of time with respect to the obligation to deduct
or withhold Israeli tax at source from such consideration in order to allow for the receipt of this tax ruling after closing
of the Merger. An application in that respect was filed by Galil with the ITA on December 17, 2008.

Anticipated Accounting Treatment

Upon consummation of the Merger and the concurrent Financing and attributing ownership to Galil s shareholders of
the Escrow Shares, existing Endocare stockholders are expected to own approximately 38.5% of Endocare s
outstanding shares of common stock and the shareholders of Galil are expected to own approximately 61.5% of
Endocare s outstanding shares of common stock. As a result, the Merger will be accounted for as a reverse acquisition
and equity recapitalization in accordance with U.S. generally accepted accounting principles.

For accounting purposes, Galil is considered to be acquiring Endocare in this transaction by issuing stock for the net
assets of Endocare. The combined entity s results of operations prior to completion of the Merger will be those of
Galil. The assets and liabilities and results of operations of Endocare will be consolidated into the results of operations
of Galil as of the effective time of the Merger. The net assets of Endocare, including intangible assets and goodwill (if
any) will be stated at their fair value determined at the acquisition date based upon a valuation to be completed at that
time.
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THE MERGER AGREEMENT

The following summary describes certain material provisions of the Merger Agreement, as amended, entered into by
Endocare, Merger Sub and Galil, a copy of which is attached as Annex A hereto and incorporated herein by
reference. This summary may not contain all of the information about the Merger Agreement that is important to
Endocare stockholders or Galil shareholders, and Endocare stockholders and Galil shareholders are encouraged to
read the Merger Agreement carefully and in its entirety. The legal rights and obligations of the parties are governed
by the specific language of the Merger Agreement and not this summary.

The Merger

The Merger Agreement provides for the merger of Merger Sub with and into Galil. As a result of the Merger, Merger
Sub will cease to exist and Galil will continue as the corporation surviving the Merger (the Surviving Company ).
After the Merger, the Surviving Company will be a wholly owned subsidiary of Endocare and the former Galil
shareholders will not have any equity ownership interest in the Surviving Company.

Closing and Effectiveness of the Merger

The closing of the Merger (the Closing ) is expected to take place on the third business day following the satisfaction
or, to the extent permitted under the Merger Agreement and by applicable law, waiver of all conditions to the
obligations of the parties set forth in the Merger Agreement and described below (other than such conditions as may,
by their terms, only be satisfied at the Closing or on the Closing Date, subject to such satisfaction or waiver thereof)
(see Conditions to Completion of the Merger below), or on such other date as Endocare and Galil mutually agree in
writing. The day on which the Closing takes place is referred to as the Closing Date.

Merger Sub and Galil are required to deliver to the Registrar of Companies of the State of Israel (the Israeli
Companies Registrar ) a notice of the contemplated Merger and the proposed Closing Date on which the Israeli
Companies Registrar is requested to issue a certificate evidencing the Merger in accordance with the Israeli

Companies Law (the Merger Certificate ) after notice that the Closing has occurred is served to the Israeli Companies
Registrar. The Merger will become effective only upon issuance of the Merger Certificate by the Israeli Companies
Registrar (the Effective Time ).

Merger Consideration

At the Effective Time, each outstanding ordinary share of Galil will be converted into the right to receive the number
of shares of Endocare common stock equal to the product of (1) the sum of the number of shares of Endocare common
stock outstanding and the number of shares of Endocare common stock subject to in-the-money options immediately
prior to the effective time of the Merger and (2) the exchange ratio of 0.923077, divided by the total number of Galil
ordinary shares outstanding and the number of ordinary shares of Galil subject to in-the-money options immediately
prior to the Effective Time (the Merger Consideration ). The exact conversion ratio cannot be calculated until
immediately prior to the Effective Time, but it is expected that approximately 33.0 ordinary shares of Galil will be
converted into one share of Endocare common stock. All of the shares of Galil preferred stock will be converted to
ordinary shares immediately prior to the Effective Time pursuant to the Galil Pre-Closing Shareholders Agreement
described below.

Fractional Shares
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No fractional shares of Endocare s common stock will be issued in connection with the Merger. The aggregate number
of shares which each holder of Galil shares is entitled to receive in the Merger will be rounded down to the nearest
whole share and such shareholder will not be entitled to any rights with respect to any fractional share or any cash in
lieu thereof.

Galil Share Options

At the Effective Time, unless otherwise agreed by Endocare and any affected Galil share option holder, each
outstanding option to purchase Galil ordinary shares issued pursuant to the Galil 1997 Option Plan, the Galil
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2000 Share Option Plan and the Galil 2003 Share Option Plan (whether vested or unvested) will be converted into an
option to purchase, on the same terms and conditions as such Galil share option, a number of shares of Endocare
common stock equal to the number of shares of Endocare common stock (rounded up to the nearest whole share) that
the holder of such Galil share option would have been entitled to receive in the Merger had such holder exercised such
Galil share option immediately prior to the Effective Time, at an exercise price per share of Endocare common stock
(rounded down to the nearest whole cent) equal to (x) the aggregate existing exercise price for Galil shares
purchasable pursuant to such Galil share option divided by (y) the number of shares of Endocare common stock for
which Galil share option will become exercisable.

Endocare is obligated under the Merger Agreement to take all corporate action necessary to reserve for issuance a
sufficient number of shares of Endocare common stock for delivery upon exercise of Galil share options assumed
pursuant to the Merger Agreement. As soon as practicable after the Effective Time, Endocare has agreed that if no
registration statement is in effect covering the shares of Endocare common stock issuable upon exercise of Galil share
options under the Merger Agreement, it will file a registration statement on Form S-8 with respect to the shares of
Endocare common stock issuable upon exercise of such Galil share options to the extent registrable on Form S-8 and
has further agreed to maintain the effectiveness of such registration statement for so long as such Galil share options
remain outstanding.

At or prior to the Effective Time, Galil has agreed, to the extent necessary, to cause to be effected, in a manner
reasonably satisfactory to Endocare, amendments to Galil s share incentive plans and any other documents governing
Galil share options to give effect to the provisions of the Merger Agreement affecting such Galil share options.

Exchange Fund

The Merger Agreement provides that, at the Effective Time, Endocare will deposit with the exchange agent the shares
of Endocare s common stock issuable to Galil s shareholders and any dividends or other distributions to which holders
of such stock certificates may be entitled. It is currently contemplated that the exchange agent will be Computershare,
Endocare s transfer agent.

Exchange of Galil Stock Certificates for the Merger Consideration

The Merger Agreement provides that, as soon as practicable after the Effective Time, the exchange agent will mail to
each record holder of Galil ordinary shares immediately prior to the Effective Time a letter of transmittal and
instructions for surrendering and exchanging the record holder s Galil share certificates. Upon surrender of a Galil
share certificate for exchange to the exchange agent, together with a duly signed letter of transmittal, and such other
documents as the exchange agent may reasonably require, the holder of the Galil share certificate will be entitled to
receive the following:

a certificate representing the number of shares of Endocare s common stock that such holder has the right to
receive pursuant to the provisions of the Merger Agreement; and

dividends or other distributions, if any, to which they are entitled under the terms of the Merger Agreement.
All Galil share certificates surrendered will be cancelled.
At the Effective Time, all holders of certificates representing Galil shares that were outstanding immediately prior to

the Effective Time will cease to have any rights as shareholders of Galil. In addition, no transfer of Galil shares after
the Effective Time will be registered on the share transfer books of Galil.
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If any Galil share certificate has been lost, stolen or destroyed, upon the making of an affidavit of that fact by the
person claiming such certificate to be lost, stolen or destroyed and, if required by Endocare or the exchange agent, the
posting by such person of a bond in such reasonable amount as Endocare or the exchange agent may direct as
indemnity against any claim that may be made against it with respect to such certificate, the exchange agent will issue
in exchange for such lost, stolen or destroyed certificate, and delivery of the other documents required by the Merger
Agreement, the shares of Endocare s common stock and any unpaid dividends and distributions on such shares of
Endocare s common stock.
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At the Closing, Endocare will deduct from the Merger consideration payable to the Galil shareholders and deposit

with Deutsche Bank National Trust Company, as escrow agent, a number of shares of Endocare common stock equal

to 7.5% of the total number of shares of Endocare common stock comprising the aggregate Merger Consideration
rounded down to the nearest whole share (the Indemnity Escrow Fund ), for the purpose of satisfying any
indemnification obligations arising under the Merger Agreement (see Survival; Indemnification below). The number
of shares of Endocare common stock currently expected to be deposited into the Indemnity Escrow Fund upon
consummation of the Merger is 839,940 shares. While the shares are held in escrow, Galil shareholders will be

entitled to vote the Escrow Shares otherwise payable to such shareholders and to any cash dividends paid on such
Escrow Shares at the time such dividends are paid. In the event of a successful claim by Endocare for indemnification,
a number of Escrow Shares equal to the recoverable damages underlying such claim will be cancelled and such shares
will not be paid out to Galil shareholders upon expiration of the escrow period. The value of the Escrow Shares to be
cancelled to make an indemnification payment will be calculated according to the market value of Endocare s common
stock at the time the stock is presented for cancellation. (see Survival; Indemnification Value Used for Indemnity ).
Pursuant to the Merger Agreement, the escrow period will expire on the date (without regard to any extensions) on
which Endocare is required to file with the SEC its Annual Report on Form 10-K for the fiscal year ended

December 31, 2009, or March 31, 2010. Escrow Shares remaining in the Indemnity Escrow Fund after settlement of

all claims will be distributed pro rata to Galil s shareholders.

Shareholder Representative

Pursuant to the Merger Agreement, Galil s shareholders must maintain a representative at all times for purposes of
taking certain actions and giving certain consents on behalf of the Galil shareholders, as specified in the Merger
Agreement (the Shareholder Representative ). Pursuant to the Major Shareholders Agreement, the shareholder parties
appointed Thomas, McNerney Representative, LLC, as the initial Shareholder Representative, and immediately upon
the approval of the Merger Agreement by the requisite vote or written consent of Galil s shareholders, each other Galil
shareholder will be deemed to have consented to such appointment.

Representations and Warranties

The Merger Agreement contains customary representations and warranties of the parties. These include
representations and warranties of Galil with respect to, among other things: organization and qualification; authority;
capitalization; equity interests; financial statements; absence of undisclosed liabilities; absence of certain changes or
events; compliance with laws; permits; litigation; benefit plans; labor and employment matters; title, sufficiency and
condition of assets; real property; intellectual property; tax matters; environmental matters; material contracts;
customers and suppliers; warranties; accounts receivable; accounts payable; grants, incentives and subsidies; affiliate
interests and transactions; health care regulatory compliance; insurance; and brokers. The Merger Agreement also
contains customary representations and warranties of Endocare and Merger Sub, including among other things:
organization and qualification; authority; application of anti-takeover protections; capitalization; SEC reports;
financial statements; absence of undisclosed liabilities; absence of certain changes or events; litigation; compliance
with applicable law; intellectual property; health care regulatory compliance; tax matters; material contracts;
customers and suppliers; affiliate interests and transactions; and brokers fees. The representations and warranties of
Endocare and Merger Sub contained in the Merger Agreement expire with and are terminated and extinguished upon,
the Effective Time. The representations and warranties of Galil contained in the Merger Agreement survive for the
escrow period.

The representations, warranties and covenants made by Endocare and Merger Sub in the Merger Agreement are
qualified by information contained in a disclosure schedule delivered to Galil in connection with the execution of the
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Merger Agreement, or Endocare s SEC reports filed prior to the date thereof. The representations, warranties and
covenants made by Galil in the Merger Agreement are qualified by information contained in a disclosure schedule
delivered to Endocare and Merger Sub in connection with the execution of the Merger Agreement. Endocare
stockholders and Galil shareholders are not third party beneficiaries under the Merger Agreement and should not rely
on the representations, warranties and covenants or any descriptions thereof as characterizations of the actual state of
facts or condition of Endocare or Galil or any of their respective affiliates.
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Covenants Relating to the Conduct of Business of Endocare and Galil
Covenants Relating to the Conduct of Galil s Business

Between November 10, 2008, the date of execution of the Merger Agreement (the Execution Date ), and the Closing
Date, unless Endocare otherwise consents in writing (which consent may not be unreasonably withheld, conditioned
or delayed), Galil has agreed that its business and the business of its subsidiaries will be conducted materially in the
ordinary course of business consistent with past practice; and Galil will, and will cause each of its subsidiaries to,
preserve substantially intact the business organization, use commercially reasonable efforts to preserve substantially
intact its assets and the assets of its subsidiaries, and to keep available the services of its current officers and key
employees and consultants and to preserve its current relationships with customers, suppliers and other persons with
which Galil or any of its subsidiaries has significant business relations. Galil has also agreed not to undertake certain
other actions during the period between the Execution Date and the Closing Date, without the prior written consent of
Endocare (which consent may not be unreasonably withheld, conditioned or delayed), including the following:

except for an amendment to the articles of association of Galil in the form previously agreed to among
Endocare and Galil, amend or otherwise change its memorandum of association, articles of association,
certificate of incorporation or bylaws or equivalent organizational documents;

issue, sell, pledge, dispose of or otherwise subject to any encumbrance (i) any shares of Galil or any of its
subsidiaries, or any options, warrants, convertible securities or other rights to acquire any such shares, or any
other ownership interest in Galil or any of its subsidiaries, other than the issuance of Galil ordinary shares upon
(A) exercise of Galil share options outstanding on the Execution Date, pursuant to the terms thereof, and

(B) conversion of Galil preferred shares outstanding on the date of the Merger Agreement, pursuant to the
articles of association of Galil, or (ii) any properties or assets of Galil or any of its subsidiaries, other than sales
or transfers of inventory in the ordinary course of business consistent with past practice;

declare, set aside, make or pay any dividend or other distribution, or make any other payment on or with
respect to any of its outstanding shares, except for dividends by any direct or indirect wholly owned subsidiary
of Galil to Galil;

acquire any entity or division thereof or any material assets not in the ordinary course of business consistent
with past practice, or enter into any joint venture, strategic alliance, exclusive dealing, noncompetition or
similar contract;

adopt or recommend a plan of complete or partial liquidation, dissolution, merger (except for the Merger),
consolidation, restructuring, recapitalization or other reorganization of Galil or any of its subsidiaries, or
otherwise alter Galil s or a subsidiary s corporate structure;

incur any indebtedness for borrowed money or issue any debt securities or assume, guarantee or endorse, or
otherwise become responsible for, the obligations of any entity, or make any loans or advances, except

(i) borrowings, guarantees, endorsements or advances in the ordinary course of business consistent with past
practice, provided that any increase in an existing credit line or other existing indebtedness greater than
$2,500,000 will be deemed not in the ordinary course of business, and (ii) any additional financing in an
amount up to $3,000,000 (less any increase in any existing credit line or other existing indebtedness on or after
the Execution Date pursuant to clause (i)), provided that (x) Galil will consult with Endocare on the terms of
any such financing, and such financing will be subject to customary terms for such financings, (y) except to the
extent such terms are contingent upon termination of the Merger Agreement, such borrowed funds may not be
convertible into or exchangeable for any equity securities of Galil or its subsidiaries and will have no
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prepayment penalties, and (z) any such additional financing under this clause (ii) that is provided by existing
Galil shareholders or their affiliates will be repaid out of the proceeds of the Financing;

amend, waive, modify or consent to the termination of any material contract, or any of its rights thereunder, or
enter into any contract that would be a material contract, except in the ordinary course of business consistent

with past practice;
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authorize, or make any commitment with respect to, any single capital expenditure that is in excess of
$100,000 or capital expenditures that are, in the aggregate, in excess of $250,000 for Galil and its subsidiaries
taken as a whole;

enter into (i) any lease of real property or any renewals thereof, or (ii) any lease of personal property involving
a term of more than one year or rental obligation exceeding $100,000 per year in any single case or in excess of
$250,000 in the aggregate;

increase the compensation payable or to become payable or the benefits provided to its directors, officers,
employees or consultants, except (i) for normal merit and cost-of-living increases consistent with past practice
in salaries or wages of employees of Galil or any of its subsidiaries who are not directors or officers of Galil or
any of its subsidiaries, (ii) in accordance with the terms of the agreements with such directors, officers,
employees or consultants existing on the Execution Date, or (iii) for any benefit package disclosed to Endocare
as of the Execution Date;

grant any severance or termination payment (except for payments in accordance with agreements existing on
the Execution Date, and statutory payments required by Israeli law) to, or pay, loan or advance any amount to,
any director, officer, employee or consultant of Galil or any of its subsidiaries, or establish, adopt, enter into or
amend any employee benefit or incentive plan (except where required by the terms of an existing employee
benefit plan or by applicable law) or enter into any other plan for the benefit of the employees, directors or
service providers of Galil or its subsidiaries;

make any change in any method of accounting or accounting practice or policy, except as required by GAAP;

pay, discharge or satisfy any claim or other liability, other than the payment, discharge or satisfaction, in the
ordinary course of business consistent with past practice, of liabilities reflected or reserved against on Galil s
balance sheet or subsequently incurred in the ordinary course of business consistent with past practice;

commence or settle any legal action, or cancel, compromise, waive or release any right or claim other than in
the ordinary course of business consistent with past practice;

permit the lapse of any material right relating to intellectual property used in the business of Galil or any of its
subsidiaries;

take any action, or intentionally fail to take any action, that is reasonably likely to result in any representation
or warranty made by Galil in the Merger Agreement, the Escrow Agreement, the voting agreements entered
into in connection with the Merger Agreement or the Major Shareholders Agreement (collectively, the

Ancillary Agreements ) to be untrue or result in a breach of any covenant made by Galil in the Merger
Agreement or any Ancillary Agreement, or that has or would reasonably be expected to have a Material
Adverse Effect (as such term is defined below and in the Merger Agreement) on Galil, except, in every case, as
may be required by applicable law;

except for approval of the Merger by Galil s shareholders, the approval of the amendment to Galil s articles of
association as contemplated in the Merger Agreement (for which Galil has received irrevocable proxies
sufficient for such approval), take any action requiring the approval of Galil s shareholders representing at least
a majority of the holders of Galil ordinary shares, Preferred A-1 Shares or Preferred A-2 Shares; or
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announce an intention, enter into any formal or informal agreement, or otherwise make a contract to do any of
the foregoing.

Covenants Relating to the Conduct of Endocare s Business

Between the Execution Date and the Closing Date, unless Galil otherwise consents in writing (which consent may not
be unreasonably withheld, conditioned or delayed), Endocare has agreed that its business and the business of its
subsidiaries will be conducted materially in the ordinary course of business consistent with past practice; and
Endocare will, and will cause each of its subsidiaries to, preserve substantially intact the business organization, use
commercially reasonable efforts to preserve substantially intact its assets and the assets of its subsidiaries, and to keep
available the services of its current officers and key employees and consultants and to preserve its current
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relationships with customers, suppliers and other persons with which Endocare or any of its subsidiaries has
significant business relations. Endocare has also agreed not to undertake certain other actions during the period
between the Execution Date and the Closing Date, without the prior written consent of Galil (which consent may not
be unreasonably withheld, conditioned or delayed), including the following:

amend its certificate of incorporation or bylaws, except that Endocare may amend its certificate of
incorporation to provide for a reverse stock split of the Endocare common stock, provided that Endocare
consult with Galil on the terms of any such amendment, which terms must be reasonably satisfactory to Galil;

issue, sell, pledge, dispose of or otherwise subject to any encumbrance (i) any shares of Endocare capital stock,
or any options, warrants, convertible securities or other rights to acquire any such shares, or any other
ownership interest in Endocare, other than the issuance of Endocare common stock upon exercise of Endocare
stock options outstanding on the Execution Date, pursuant to the terms thereof, or (ii) any properties or assets
of Endocare, other than sales or transfers of inventory in the ordinary course of business consistent with past
practice;

acquire any entity or division thereof or any assets not in the ordinary course of business consistent with past
practice, or enter into any joint venture, strategic alliance, exclusive dealing, noncompetition or similar
contract;

adopt or recommend a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring,
recapitalization or other reorganization of Endocare, or otherwise alter Endocare s corporate structure;

incur any indebtedness for borrowed money or issue any debt securities or assume, guarantee or endorse, or
otherwise become responsible for, the obligations of any person or entity, or make any loans or advances,
except borrowings, guarantees, endorsements or advances in the ordinary course of business consistent with
past practice, provided that any increase in an existing credit line or other existing indebtedness greater than
$2,500,000 will be deemed not in the ordinary course of business;

amend, waive, modify or consent to the termination of any Endocare Material Contract (as such term is defined
in the Merger Agreement), or any of its rights thereunder, or enter into any contract that would be a Endocare
Material Contract (as such term is defined in the Merger Agreement), except in the ordinary course of business
consistent with past practice;

authorize, or make any commitment with respect to, any single capital expenditure that is in excess of
$100,000 or capital expenditures that are, in the aggregate, in excess of $250,000;

enter into (i) any lease of real property or any renewals thereof, or (ii) any lease of personal property involving
a term of more than one year or rental obligation exceeding $100,000 per year in any single case or in excess of
$250,000 in the aggregate;

increase the compensation payable or to become payable or the benefits provided to its directors, officers,
employees or consultants, except for normal merit and cost-of-living increases consistent with past practice in
salaries or wages of employees of Endocare who are not directors or officers of Endocare, or grant any
severance or termination payment (except in accordance with agreements of Endocare existing on the
Execution Date) to, or pay, loan or advance any amount to, any director, officer, employee or consultant of
Endocare, or establish, adopt, enter into or amend any existing benefit plan or enter into any other plan for the
benefit of the employees, directors or service providers of Endocare;
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make any change in any method of accounting or accounting practice or policy, except as required by GAAP;

pay, discharge or satisfy any claim or other liability, other than the payment, discharge or satisfaction, in the
ordinary course of business consistent with past practice, of liabilities reflected or reserved against on
Endocare s balance sheet or subsequently incurred in the ordinary course of business consistent with past
practice;
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commence or settle any legal action, or cancel, compromise, waive or release any right or claim other than in
the ordinary course of business consistent with past practice;

take any action, or intentionally fail to take any action, that is reasonably likely to result in any representation
or warranty made by Endocare or Merger Sub in the Merger Agreement or any Ancillary Agreement to be
untrue or result in a breach of any covenant made by Endocare or Merger Sub in the Merger Agreement or any
Ancillary Agreement, or that has or would reasonably be expected to have a Material Adverse Effect (as such
term is defined below and in the Merger Agreement) on Endocare, except, in every case, as may be required by
applicable law;

declare, set aside, make or pay any dividend or other distribution, payable in cash, stock, property or otherwise,
or make any other payment on or with respect to any of its capital stock;

take any action requiring the approval of Endocare s stockholders representing at least a majority of the shares
of Endocare common stock; or

announce an intention, enter into any formal or informal agreement, or otherwise make a contract to do any of
the foregoing.

Form S-4 and Proxy Statement/Prospectus

Pursuant to the Merger Agreement, Endocare has agreed to use its commercially reasonable efforts to cause this proxy
statement/prospectus to be mailed to the holders of Endocare common stock and Galil has agreed to use commercially
reasonable efforts to cause this proxy statement/prospectus to be mailed to its shareholders, in each case, as promptly
as practicable after the Form S-4 is declared effective under the Securities Act. If, at any time prior to the Effective
Time, any information relating to Endocare or Galil, or any of their respective affiliates, or their respective officers or
directors, is discovered by Endocare or Galil, as applicable, and such information should be set forth in an amendment
or supplement to the Form S-4 or this proxy statement/prospectus so that such documents would not include any
misstatement of a material fact or omit to state any material fact necessary to make the statements therein, in light of
the circumstances under which they were made, not misleading, the party discovering such information has agreed to
promptly notify the other party and, to the extent required by law, an appropriate amendment or supplement
describing such information will be promptly filed with the SEC and disseminated to Endocare s stockholders and
Galil s shareholders.

Endocare Stockholder Approval

Pursuant to the Merger Agreement, Endocare is obligated to take all lawful action to call, give notice of, convene and
hold a meeting of its stockholders as promptly as practicable, but in no event later than 40 days after the date the
Form S-4 is declared effective by the SEC (unless compliance is waived by the board of directors of Galil), to
consider and vote for the approval pursuant to the Merger Agreement of the issuance of shares of Endocare common
stock in connection with the Merger and the other Transactions. Subject to its rights under the Merger Agreement to
change its recommendation under certain circumstances (see Exclusivity; Change of Recommendation below), the
board of directors of Endocare has agreed to recommend such approval and to take all lawful action, consistent with
its fiduciary duties, to solicit the approval of Endocare s stockholders in favor of the issuance of shares of Endocare
common stock in the Merger and the Financing.

Galil Shareholder Approval
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Galil has agreed to take, in accordance with applicable law and its charter documents, all action necessary to convene
a general meeting of its shareholders and separate meetings of the holders of each class or series of company shares as
promptly as practicable, but in no event later than 40 days after the date the Form S-4 is declared effective by the

SEC, to consider and vote for the approval of the Merger Agreement, the Merger and the transactions contemplated
thereby. The board of directors of Galil has agreed to recommend such approval subject to the notice requirements of
the Israeli Companies Law and the rules and regulations promulgated thereunder and under Galil s charter documents.
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Covenants Related to Compliance with Israeli Law
Merger Proposal

Pursuant to the Merger Agreement, each of Galil and Merger Sub is required to file with the Israeli Companies

Registrar, jointly with the other merging company, a Merger Proposal setting forth specified details with respect to the
Merger. Each of Galil and Merger Sub have agreed to cause a copy of its Merger Proposal to be delivered to its

secured creditors, if any, no later than three days after the date on which such Merger Proposal is delivered to the

Israeli Companies Registrar and to promptly inform its respective non-secured creditors, if any, of such Merger

Proposal and its contents in accordance with the Israeli Companies Law.

Israeli Tax Rulings

Under the Merger Agreement, Galil is obligated to cause its Israeli counsel or Israeli consultants to prepare and file
with the Israeli tax authority one or more applications, or, in the case of applications that have previously been filed,
to continue to use its best efforts to diligently pursue in good faith the receipt from the Israeli tax authority of one or
more rulings:

providing for a full exemption to Endocare, the exchange agent, the Surviving Company and its or their agents
from withholding requirements as a result of a deferral of Israeli income tax; or to the extent that such payers
are not fully exempt from withholding, that either:

exempts Endocare, the exchange agent, the Surviving Company and its or their agents from any obligation to
withhold Israeli taxes at source from any consideration payable or otherwise deliverable pursuant to the
Merger Agreement, or clarifies that no such obligation exists, or

clearly instructs Endocare, the exchange agent, the Surviving Company and their agents how and when such
withholding at source is to be performed, and in particular, with respect to the classes or categories of former
holders of Galil shares from which Israeli tax is to be withheld (if any), and the rate or rates of withholding
to be applied;

are in form and substance reasonably satisfactory to Endocare and Galil, confirming that the assumption of
Galil options (whether vested or unvested) will not result in a requirement for an immediate Israeli tax payment
and that the statutory trust period under the Israeli Tax Ordinance for any Galil options that are assumed by
Endocare will continue uninterrupted from the original date of grant of such option and will not recommence as
a result of the Merger and the other Transactions; and

if applicable, provides that payments out of the Indemnity Escrow Fund shall not be subject to Israeli tax until
actually received by the persons entitled to such payments under the Merger Agreement, subject to the terms
and periods set forth in such ruling.
Endocare has agreed to reasonably cooperate with Galil and its Israeli counsel, consultants, representatives and other
advisors with respect to the preparation and filing of such applications and in the preparation of any written or oral
submissions that may be necessary, proper or advisable to obtain the Israeli tax rulings described above.

Israeli Securities Exemption

Pursuant to the Merger Agreement, Endocare has agreed to cause its Israeli counsel to prepare and file with the Israeli
Securities Authority an application for an exemption from the requirements of the Israeli Securities Law concerning
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the publication of a prospectus in respect of the conversion of Galil options into options to purchase Endocare
common stock in accordance with the provisions of the Merger Agreement. Galil has agreed to cooperate with all
reasonable requests of Endocare in connection with the preparation and filing of such application and in the
preparation of any written or oral submissions that may be necessary, proper or advisable to obtain the Israeli
securities exemption. On December 11, 2008, the Israeli Securities Authority granted this exemption. In order to
comply with the terms of the exemption, Endocare will be required to make copies of the relevant share option plans
and related SEC filings available to Israeli employees of Galil, and, upon demand, to provide Hebrew translations of
these documents. One of the conditions to the exemption is that the closing of the Merger occurs by June 30, 2009. If
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the Closing of the Merger does not occur by such date, Endocare will have to apply again to the Israeli Securities
Authority for an exemption.

Exclusivity; Change of Recommendation

Except as described below, until the earlier of (i) the termination of the Merger Agreement, and (ii) the Effective
Time, Endocare and Galil have each agreed that they will not, nor will either of them authorize or permit any of their
subsidiaries or any of their respective affiliates or representatives to directly or indirectly:

solicit, initiate, encourage or take any other action designed to facilitate any inquiries or the making of any
proposal or offer that constitutes, or could reasonably be expected to lead to, any Acquisition Proposal (as
defined below and in the Merger Agreement), including without limitation (A) approving any transaction under
Section 203 of the Delaware General Corporation Law or any similar Israeli laws, (B) approving any person or
entity becoming an interested stockholder under Section 203 of the Delaware General Corporation Law or any
similar Israeli laws, and (C) amending or granting any waiver or release under any standstill or similar
agreement with respect to any of Endocare s capital stock or Galil s share capital, respectively; or

enter into, continue or otherwise participate in any discussions or negotiations regarding, furnish to any person
or entity any information with respect to, assist or participate in any effort or attempt by any person or entity
with respect to, or otherwise cooperate in any way with, any Acquisition Proposal.

Notwithstanding the foregoing, if at any time prior to approval by Endocare s stockholders of the issuance of shares of
Endocare common stock in the Merger, Endocare receives a written Acquisition Proposal from any person or group
(as defined in Section 13(d) of the Exchange Act) that did not result from the breach by Endocare of its obligations
under the Merger Agreement, (i) Endocare may contact such person or group to clarify the terms and conditions
thereof and (ii) if the board of directors of Endocare, or any committee thereof, determines in good faith, after
consultation with outside legal counsel and a nationally recognized financial advisor, that such Acquisition Proposal
constitutes or could reasonably be expected to lead to a Superior Proposal (as such term is defined below and in the
Merger Agreement), then Endocare and its representatives may, (A) furnish information with respect to Endocare to
the person or group making such Acquisition Proposal and its representatives pursuant to a customary confidentiality
agreement, and (B) participate in discussions or negotiations with such person or group and its representatives
regarding any Superior Proposal.

Pursuant to the Merger Agreement and notwithstanding the foregoing, neither the board of directors of Endocare, nor
the board of directors of Galil, nor any committee thereof is permitted to:

except in certain circumstances as described below, withdraw or modify, or publicly (or in a manner designed
to become public) propose to withdraw or modify, in a manner adverse to the other party, its approval or
recommendation with respect to the Merger and the other transactions contemplated by the Merger Agreement;

cause or permit Endocare or Galil, as applicable, to enter into any letter of intent, memorandum of
understanding, agreement in principle, acquisition agreement, merger agreement or similar agreement
constituting or relating to any Acquisition Proposal (other than, with respect to Endocare, a confidentiality
agreement under the circumstances described above); or

adopt, approve or recommend, or propose to adopt, approve or recommend, any Acquisition Proposal.

Notwithstanding the foregoing, pursuant to the Merger Agreement, the board of directors of Endocare may withdraw
or modify its recommendation with respect to the Merger and the other transactions contemplated by the Merger
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Agreement if the board of directors determines in good faith after consultation with outside counsel that its fiduciary
obligations require it to do so, but only at a time that is prior to approval of the Endocare stockholders of the shares to
be issued in the Merger and the Financing and after two business days following receipt by Galil of written notice
advising it that the board of directors of Endocare desires to withdraw or modify the recommendation and, if such
withdrawal is due to the existence of an Acquisition Proposal, specifying the material terms and conditions of such
Acquisition Proposal and identifying the person or entity making such Acquisition Proposal. However, Endocare has
agreed that it will not enter into any letter of intent, memorandum of understanding, agreement in principle,
acquisition agreement, merger agreement or similar agreement constituting or relating to any Acquisition Proposal
(other than a confidentiality agreement under the circumstances described above); or
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adopt, approve or recommend, or propose to adopt, approve or recommend, any Acquisition Proposal. Endocare and
its board of directors are, however, permitted to take and disclose to Endocare s stockholders a position contemplated
by Rule 14d-9 and 14e-2(a) under the Exchange Act (or any similar communication to stockholders in connection
with the making or amendment of a tender offer or exchange offer) and are further permitted to make any other
disclosure to stockholders required by law with regard to an Acquisition Proposal, including by virtue of the board of
directors fiduciary duties.

Each party has agreed to immediately advise the other party orally, with written confirmation to follow promptly (and
in any event within 24 hours), of any Acquisition Proposal or any request for nonpublic information in connection
with any Acquisition Proposal, or of any inquiry with respect to, or that could reasonably be expected to lead to, any
Acquisition Proposal, the material terms and conditions of any such Acquisition Proposal or inquiry and the identity
of the person or entity making the Acquisition Proposal or inquiry. Endocare has agreed not to provide any
information to or participate in discussions or negotiations with a person or entity making a Superior Proposal until
after it has first notified Galil of such Acquisition Proposal as required by the preceding sentence. Under the terms of
the Merger Agreement, Galil is not permitted to provide any information to or participate in discussions or
negotiations with any such person or entity under any circumstances.

Contemporaneously with providing any information to a third party in connection with any Superior Proposal or
inquiry, Endocare is required under the Merger Agreement to furnish a copy of such information to Galil.

Each of Endocare and Galil have agreed to immediately cease all discussions and negotiations regarding any proposal
that constitutes, or could reasonably be expected to lead to, an Acquisition Proposal.

For purposes of this summary and pursuant to the terms of the Merger Agreement, Acquisition Proposal means any
offer or proposal or related offers or proposals for, or any indication of interest in, any of the following (other than the
Merger) by any person or entity or group (as defined in Section 13(d) of the Exchange Act): (i) any direct or indirect
acquisition or purchase of (A) 5% or more of Galil s share capital or the share capital or capital stock of any of its
subsidiaries or (B) 15% or more of Endocare s capital stock, (ii) any acquisition, license or purchase of assets (other
than inventory to be sold in the ordinary course of business consistent with past practice) of Endocare, or Galil or any
of its subsidiaries, (iii) any merger, consolidation or other business combination relating to Endocare, or Galil or any

of its subsidiaries or (iv) any other transaction that would inhibit, or materially interfere with or delay the
consummation of the Transactions contemplated in the Merger Agreement and the Ancillary Agreements.

For purposes of this summary and pursuant to the terms of the Merger Agreement, Superior Proposal means, with
respect to Endocare, any unsolicited, bona fide written Acquisition Proposal on terms that the board of directors of
Endocare determines in its good faith judgment to be (A) materially more favorable to Endocare s stockholders than
the Merger and the other Transactions, taking into account all the terms and conditions of such proposal (including
any written counterproposal by Galil to amend the terms of the Merger Agreement in response to such Acquisition
Proposal or otherwise) and after consultation with outside legal counsel and a nationally recognized financial advisor,
and (B) reasonably capable of being completed on the terms proposed, taking into account all financial, regulatory,
legal and other aspects of such proposal; provided, however, that no Acquisition Proposal will be deemed to be a
Superior Proposal if any financing required to consummate the Acquisition Proposal is not fully and irrevocably
committed.

Director and Officer Indemnification
Pursuant to the Merger Agreement, prior to the Effective Time, Galil may purchase a tail policy under Galil s existing

directors and officers insurance policy which (i) has an effective term of seven years from the Effective Time,
(i) covers those individuals who were covered by Galil s directors and officers insurance policy in effect as of the
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Execution Date for actions and omissions occurring on or prior to the Effective Time, and (iii) contains terms and
conditions that are no less favorable, in the aggregate, to the insured than those of Galil s directors and officers
insurance policy in effect as of the Execution Date. For a period of seven years from the Closing Date, Endocare has
agreed to use its commercially reasonable efforts to cause the Surviving Company to maintain such tail policy,
provided that no additional amounts will be payable by the Surviving Company thereunder.
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During the period commencing as of the Effective Time and ending on the seventh anniversary of the Effective Time,
to the fullest extent permitted by applicable law, Endocare has agreed to cause the Surviving Company to fulfill and
honor in all respects the obligations of Galil and its subsidiaries to the officers and directors of Galil as of the
Execution Date, any of its subsidiaries and each other person who is or was a director or officer of Galil or any of its
subsidiaries at or at any time prior to the Effective Time, pursuant to all rights to any indemnification and exculpation
from liabilities for acts or omissions contained in Galil s charter documents (as in effect on the Execution Date) or
available under applicable law.

Conditions to the Completion of the Merger
General Conditions to the Completion of the Merger

The respective obligations of Galil, Endocare and Merger Sub to complete the Merger under the Merger Agreement
are subject to the satisfaction of the following conditions:

No governmental authority is in the process of (i) investigating or (ii) conducting proceedings regarding the
Merger Agreement, the Ancillary Agreements or the transactions contemplated by the Merger Agreement

which make it reasonably possible, in Endocare s and/or Galil s reasonable determination, that as a result of such
investigation or proceedings, an order, including but not limited to any injunction, will be issued, promulgated,
enforced or entered by a governmental authority that would enjoin, materially restrain or condition, or make
illegal or otherwise prohibit the consummation of the Merger and the other transactions (including the closing

of the pending investigation by the FTC).

No governmental authority has enacted, issued, promulgated, enforced or entered any law or order that is then
in effect and that enjoins, materially restrains or conditions, or makes illegal or otherwise prohibits the
consummation of the Merger and the other transactions contemplated by the Merger Agreement or the
Ancillary Agreements.

All the governmental authority and other third party consents required by the Merger Agreement have been
obtained or the applicable waiting periods have expired or been terminated.

At least 50 days have elapsed after the filing of the Merger Proposals with the Israeli Companies Registrar and
at least 30 days have elapsed after receipt of approval of the Merger by Galil s shareholders and the approval of
the Merger by the sole shareholder of Merger Sub.

No prospectus is, in Endocare s reasonable judgment, required to be filed in Israel for the issuance of shares of
Endocare common stock in connection with the Merger, the Financing and the other transactions contemplated
by the Merger Agreement.

The approval of the Merger by Galil s shareholders and the approval by Endocare s stockholders of the issuance
of shares of Endocare common stock in the Merger and the Financing have been obtained in accordance with
applicable law and the charter documents of Galil and Endocare respectively.

The Form S-4 has become effective under the Securities Act and no stop order suspending the effectiveness of
the Form S-4 has been issued and no proceedings for that purpose have been initiated or threatened by the

SEC.

The Merger Certificate has been issued by the Israeli Companies Registrar.
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No action has been commenced or threatened by or before any governmental authority that the board of
directors of Endocare or the board of directors of Galil determines in good faith, after consultation with outside
legal counsel, is reasonably likely to (i) require divestiture or license of any material assets of Endocare as a
result of the transactions contemplated by the Merger Agreement or the divestiture or license of any material
assets of the Surviving Company or any of their respective subsidiaries, (ii) prohibit or impose material
limitations on Endocare s ownership or operation of all or a material portion of its or the Surviving Company s
business or assets (or those of any of their subsidiaries) or (iii) impose material limitations on the ability of
Endocare or any of its subsidiaries, or render Endocare or any of its subsidiaries
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unable effectively to control the business, assets or operations of the Surviving Company or its subsidiaries in
any material respect.

The Israeli tax ruling and the other Israeli approvals described above must have been received.

The Financing, in all material respects consistent with the Stock Purchase Agreement, will close concurrent
with the Closing of the Merger.

Conditions to the Obligations of Galil to Consummate the Merger

The obligations of Galil to consummate the transactions contemplated by the Merger Agreement are subject to the
fulfillment, at or prior to the Closing, of each of the following additional conditions, any of which may be waived in
writing by Galil in its sole discretion:

Each of the representations and warranties of Endocare and Merger Sub set forth in the Merger Agreement
qualified as to materiality or Material Adverse Effect must be true and correct, and those not so qualified must
each be true and correct in all material respects, as of the Execution Date and as of the Closing Date (without
giving effect to any amendment or supplement to the Endocare disclosure schedule after the Execution Date,
other than as permitted by the Merger Agreement), except to the extent such representations and warranties
speak as of an earlier date, in which case such representation or warranty must be true and correct as of such
earlier date;

Endocare and Merger Sub have performed, in all material respects, all obligations and agreements and
complied with all covenants and conditions required by the Merger Agreement or any Ancillary Agreement to
be performed or complied with by it prior to or at the Closing;

each of the Ancillary Agreements has been duly authorized, executed and delivered by each of the other parties
thereto (other than Galil), and Galil has received an executed counterpart of each of the Ancillary Agreements,
signed by each party thereto (other than Galil), including a counterpart of the Escrow Agreement signed by the
Escrow Agent;

Galil has received an opinion of counsel to Endocare in the form agreed upon by Endocare and Galil and
attached as an exhibit to the Merger Agreement;

Galil has received an opinion from its tax counsel to the effect that (i) the Merger qualifies as a reorganization
under Section 368(a)(2)(E) of the Code, and (ii) no material gain or loss will be recognized by Endocare or
Galil as a result of the Merger;

no change, event or development or prospective change, event or development has occurred that, individually
or in the aggregate, has had or is reasonably likely to have a Material Adverse Change (as such term is defined
below and in the Merger Agreement) on Endocare; and

Galil has received copies of the letters of resignation from the applicable directors of Endocare effective as of
the Closing, and the directors that are the current directors of Galil that Endocare has agreed to appoint to the
board of directors of Endocare have been duly appointed to the board of directors of Endocare effective as of

the Closing.

Conditions to the Obligations of Endocare to Consummate the Merger
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The obligations of Endocare and Merger Sub to consummate the transactions contemplated by the Merger Agreement
are subject to the fulfillment, at or prior to the Closing, of each of the following additional conditions, any of which
may be waived in writing by Endocare in its sole discretion:

Each of the representations and warranties of Galil set forth in the Merger Agreement qualified as to
materiality or Material Adverse Effect (as such term is defined below and in the Merger Agreement) must be
true and correct, and those not so qualified must each be true and correct in all material respects, as of the
Execution Date and as of the Closing Date (without giving effect to any amendment or supplement to the Galil
confidential disclosure schedule after the Execution Date, other than as permitted by the Merger
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Agreement), except to the extent such representations and warranties speak as of an earlier date, in which case
such representation or warranty must be true and correct as of such earlier date;

Galil has performed, in all material respects, all obligations and agreements and complied with all covenants
and conditions required by the Merger Agreement or any Ancillary Agreement to be performed or complied
with by it prior to or at the Closing;

each of the Ancillary Agreements has been duly authorized, executed and delivered by each of the other parties
thereto, other than Endocare and Merger Sub, and Endocare has received an executed counterpart of each of
the Ancillary Agreements, signed by each party thereto, other than Endocare or Merger Sub, including a
counterpart of the Escrow Agreement signed by the Escrow Agent;

Endocare has received an opinion of counsel to Galil in the form agreed upon by Endocare and Galil and
attached as an exhibit to the Merger Agreement;

Endocare has received an opinion from its tax counsel to the effect that (i) the Merger qualifies as a
reorganization under Section 368(a)(2)(E) of the Code, and (ii) no material gain or loss will be recognized by
Endocare or Galil as a result of the Merger;

Endocare has received letters of resignation from the directors of Galil and each of its subsidiaries; and

no change, event or development or prospective change, event or development has occurred that, individually
or in the aggregate, has had or is reasonably likely to have a Material Adverse Change on Galil.

Definitions of Material Adverse Effect and Material Adverse Change

For purposes of this summary and pursuant to the terms of the Merger Agreement, Material Adverse Effect means
with respect to any person or entity, one or more events, occurrences, conditions or circumstances (whether or not
covered by insurance) which, individually or in the aggregate, result in a material adverse effect on or change in (i) the
business, operations, assets, liabilities, condition (financial or otherwise), prospects, or results of operations of such
person or entity, taken as a whole with its subsidiaries, or (ii) the ability of such person or entity (and, in the case of
Galil, including its shareholders) to timely (A) perform his, her or its material obligations under the Merger
Agreement or any Ancillary Agreement, or (B) consummate the transactions contemplated in the Merger Agreement
and the Ancillary Agreements.

For purposes of this summary and pursuant to the terms of the Merger Agreement, Material Adverse Change means
with respect to any person or entity, any change, event, occurrence, condition or circumstance (whether or not covered
by insurance) which, individually or in the aggregate, results in a Material Adverse Effect, in each case other than to
the extent caused by, arising out of or attributable to any of the following: (i) changes or proposed changes in law or
accounting standards or interpretations thereof applicable to such person or entity, (ii) changes in global, national or
regional economic or political conditions (including acts of war (whether or not declared), armed hostilities, sabotage,
military actions or the escalation thereof (whether underway on the Execution Date or thereafter commenced), and
terrorism) or in general financial, credit, business, or securities market conditions, including changes in interest rates
or the availability of credit financing; (iii) changes generally applicable in the industries in which such person or entity
operates, (iv) any failure of such person or entity to meet internal or analysts estimates, projections or forecasts of
revenues, earnings or other financial or business metrics (it being understood that the cause of any such failure may be
taken into consideration when determining whether a Material Adverse Change has occurred or would be reasonably
likely to occur); (v) a decline in the market price, or a change in the trading volume, of the capital stock or share
capital of such person or entity (it being understood that the cause of any such decline or change may be taken into
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consideration when determining whether a Material Adverse Change has occurred or would be reasonably likely to
occur); provided, in the case of clauses (i) and (ii), that such
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conditions or changes do not have a materially disproportionate impact on such person or entity and its subsidiaries,
taken as a whole, relative to other participants in the industries in which such person or entity operates.

Survival; Indemnification
Survival of Representations and Warranties and Covenants

Pursuant to the Merger Agreement, the representations and warranties of Galil made in the Merger Agreement survive
for the period beginning on the Closing Date through the due date (without regard to any extensions) of Endocare s
required filing with the SEC of its Annual Report on Form 10-K for the fiscal year ended December 31, 2009 or
March 31, 2010. The representations and warranties of Endocare made in the Merger Agreement will not survive the
Closing.

Pursuant to the terms of the Merger Agreement, the covenants and agreements of the parties contained in the Merger
Agreement will survive the Closing indefinitely, except as expressly provided otherwise in the Merger Agreement.

Indemnification and Other Rights

Pursuant to the terms of the Merger Agreement, if the Closing occurs, to the extent and solely out of the Indemnity
Escrow Fund, Endocare and its affiliates (including the Surviving Company following the Closing), each of their
respective officers, directors, employees, stockholders, agents, representatives, and each of their respective successors
and assigns (the Endocare Indemnified Parties ) will be indemnified and held harmless, reimbursed and made whole
from and against any losses or other liability (including reasonable legal and expert fees and expenses incurred in
investigation or defense (including any appeal) of any of the same, or in asserting, preserving or enforcing its rights
hereunder) actually incurred, accrued or claims suffered by any such indemnified party (collectively Damages ) to the
extent arising from or in connection with any of the following:

any breach or inaccuracy of any representation or warranty of Galil contained in the Merger Agreement or in
any Ancillary Agreement (without giving effect to any supplement to the Galil disclosure schedule after the
Execution Date);

any breach of any covenant of Galil prior to the Closing contained in the Merger Agreement; and

any and all taxes of Galil and its subsidiaries with respect to (x) taxable periods ending on or before the
Closing Date or (y) any taxable period that commences before and ends after the Closing Date to the extent
attributable to the period prior to Closing as determined pursuant to the Merger Agreement, and (B) reasonable
costs and expenses incurred by the Surviving Company in connection with compliance matters relating to taxes
for which Endocare is entitled to indemnification under the Merger Agreement, including costs and expenses
relating to disputes with taxing authorities.

Any payments made out of the Indemnity Escrow Fund pursuant to the Merger Agreement will be treated for all
purposes as an adjustment to the Merger Consideration.

Other Limitations
The Endocare Indemnified Parties may not recover any Damages pursuant to the indemnification procedures of the
Merger Agreement, unless and until collectively they have incurred, accrued or suffered Damages in excess of

$250,000 in the aggregate (the Basket Amount ), after which, such Endocare Indemnified Parties are entitled to recover
all such Damages, including Damages in the Basket Amount. Notwithstanding the foregoing, the Endocare
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Indemnified Parties are entitled to recover for, and the Basket Amount does not apply as a threshold to, any and all
claims or payments made with respect to any Damages incurred for taxes as set forth above, or any Damages incurred
as a result of fraud by any Galil shareholder.

Sole and Exclusive Remedy if the Closing Occurs

Should the Closing occur, the sole and exclusive remedies of Endocare and Merger Sub with respect to claims under
or otherwise relating to the Merger Agreement, will be limited to the indemnification rights set forth in the
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Merger Agreement. Should the Closing occur, the sole and exclusive remedies of Galil s shareholders with respect to
claims under or otherwise relating to the Merger Agreement and any Ancillary Agreements will be the remedies
afforded to such shareholders by the securities laws applicable to each such Galil shareholder by virtue of their receipt

of shares of Endocare common stock in the Merger.

If the Closing does not occur, the sole and exclusive remedy of the parties will be as set forth below in the section
entitled Termination Fees and Expenses, and the indemnification provision described above will be inapplicable.

Termination of the Merger Agreement

Termination by Endocare or Galil

The Merger Agreement may be terminated at any time before the Effective Time:
by mutual written consent of Endocare and Galil;
by either Endocare or Galil, subject to certain conditions, if either:

an order permanently restraining, enjoining or otherwise prohibiting the Merger has been entered and
becomes nonappealable; or

if the Merger is not completed by June 30, 2009 (the Termination Date ).
Termination by Endocare
Under the Merger Agreement, Endocare may terminate the Merger Agreement if:

any of the conditions to obligations of both parties or of Endocare to consummate the Merger have become
incapable of fulfillment;

there has been a material breach of any representation, warranty, covenant or agreement of Galil contained in
the Merger Agreement that is not curable or, if curable, is not cured prior to the earlier of (i) 30 days after
written notice of such breach is given by Endocare to Galil, and (ii) the Termination Date;

the board of directors of Galil has failed to give its recommendation to the approval of the Merger and the other
transactions in connection with the meeting of Galil s shareholders to approve the Merger or has withdrawn or
modified its recommendation of the Merger and the other transactions contemplated by the Merger Agreement;

after the receipt by Galil of an Acquisition Proposal, Endocare requests in writing that the board of directors of
Galil reconfirm its recommendation of the Merger and the other transactions and the board of directors of Galil
fails to do so within five business days after its receipt of Endocare s request;

the board of directors of Galil, or any committee thereof, has approved or recommended to the Galil
shareholders an Acquisition Proposal;

a tender offer or exchange offer for outstanding shares of Galil is commenced (other than by Endocare or an
affiliate of Endocare), and the board of directors of Galil (or any committee thereof) recommends that its
shareholders tender their shares in such tender or exchange offer or, within 10 business days after the
commencement of such tender offer or exchange offer, the board of directors of Galil fails to recommend
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against acceptance of such offer; provided, however, the board of directors of Galil will be permitted to
disclose any stop, look and listen or similar communication of the type contemplated by Rule 14d-9(f) under
the Exchange Act and such a communication will not result in a right of Endocare to terminate the Merger
Agreement;

Galil has breached its obligations with respect to exclusivity or its obligation to hold the Company
Shareholders Meetings in accordance with the provisions of the Merger Agreement in order to consider and
vote for the approval of the Merger Agreement, the Merger and the other transactions contemplated by the
Merger Agreement;
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In the event that Galil has not increased the unrestricted cash balance of Galil and its subsidiaries, taken
together, to $1,000,000 or more within ten business days after written notice of such failure is given by Galil to
Endocare; or

Ten days after the written notice described below is provided, if on such tenth day, the condition to Closing of
the Merger that the Financing will occur concurrently with the Closing of the Merger remains unsatisfied
because a purchaser under the Stock Purchase Agreement that is an existing shareholder of Galil is in default
and no other purchasers have agreed to purchase the shares in the Financing of the purchaser in default, and:

all of the general conditions to the obligations of Endocare and Galil to consummate the Merger and all of
the conditions to Endocare s obligations to consummate the Merger (except for such conditions as may, by
their terms, only be satisfied at the Closing or on the Closing Date and except the condition that the closing
of the Financing will occur concurrently with the Closing of the Merger) have been satisfied or waived;

the purchasers under the Stock Purchase Agreement that are existing stockholders of Endocare are prepared
to immediately purchase their respective shares issuable in the Financing;

Endocare provides written notice to Galil stating its belief that the terms of the two foregoing clauses have
been satisfied, and

one or more of the purchasers under the Stock Purchase Agreement that are existing Galil shareholders has
breached, expressed an intention to breach, or has failed to affirm that it or they will not breach, its or their
obligations to purchase the shares allocated to them under the Stock Purchase Agreement on the Closing
Date.

Termination by Galil
Under the Merger Agreement, Galil may terminate the Merger Agreement if:

any of the conditions to obligations of both parties or of Galil to consummate the Merger have become
incapable of fulfillment;

there has been a material breach by Endocare or Merger Sub of any representation, warranty, covenant or
agreement of Endocare or Merger Sub contained in the Merger Agreement that is not curable or, if curable, is
not cured prior to the earlier of (i) 30 days after written notice of such breach is given by Galil to Endocare and
(i1) the Termination Date;

the board of directors of Endocare has failed to give in the proxy statement/prospectus its recommendation to
the approval pursuant to the Merger Agreement of the issuance of shares of Endocare common stock in
connection with the Merger and the transactions contemplated by the Merger Agreement or has withdrawn or
modified such recommendation;

after the receipt by Endocare of an Acquisition Proposal, Galil requests in writing that the board of directors of
Endocare reconfirm its recommendation of the approval pursuant to the Merger Agreement of the issuance of
shares of Endocare common stock in connection with the Merger and the transactions contemplated by the
Merger Agreement and the board of directors of Endocare fails to do so within five business days after its
receipt of Galil s request;
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the board of directors of Endocare, or any committee thereof, has approved or recommended to Endocare s
stockholders an Acquisition Proposal;

a tender offer or exchange offer for outstanding shares of Endocare common stock is commenced (other than
by Galil or an affiliate of Galil), and the board of directors of Endocare (or any committee thereof)
recommends that Endocare s stockholders tender their shares in such tender or exchange offer or, within

10 business days after the commencement of such tender offer or exchange offer, the board of directors of
Endocare fails to recommend against acceptance of such offer, provided, however, that the board of directors of
Endocare will be permitted to disclose any stop, look and listen or similar communication of the type
contemplated by Rule 14d-9(f) under the Exchange Act and such disclosure will not result in a right of Galil to
terminate under this provision;
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Endocare has breached its obligations with respect to exclusivity or its obligation to call a meeting of its
stockholders in order to obtain the requisite stockholder approval necessary to complete the Merger and the
Financing;

In the event that Endocare has not increased the unrestricted cash balance of Endocare and its subsidiaries,
taken together, to $1,000,000 or more within ten business days after written notice of such failure is given by
Endocare to Galil; or

Ten days after the written notice described below is provided, if on such tenth day, the condition to Closing of
the Merger that the Financing will occur concurrently with the Closing of the Merger remains unsatisfied
because a purchaser under the Stock Purchase Agreement that is an existing stockholder of Endocare is in
default and no other purchasers have agreed to purchase the shares in the Financing of the purchaser in default,
and:

all of the general conditions to the obligations of Endocare and Galil to consummate the Merger and all of
the conditions to Galil s obligations to consummate the Merger (except for such conditions as may, by their
terms, only be satisfied at the Closing or on the Closing Date and except the condition that the closing of the
Financing will occur concurrently with the Closing of the Merger) have been satisfied or waived;

the purchasers under the Stock Purchase Agreement that are shareholders of Galil are prepared to
immediately purchase their respective shares issuable in the Financing;

Galil provides written notice to Endocare stating its belief that the terms of the two foregoing clauses have
been satisfied; and

one or more of the purchasers under the Stock Purchase Agreement that is an existing Endocare stockholder
has breached, expressed an intention to breach, or has failed to affirm that it or they will not breach, its or
their obligations to purchase the shares allocated to them under the Stock Purchase Agreement on the
Closing Date.

Termination Fees and Expenses

Except as set forth below, all costs and expenses incurred in connection with the Merger Agreement will be paid by
the party incurring the same.

The Merger Agreement provides for the payment of a termination fee of $900,000 by each of Endocare and Galil (in
such circumstance, the defaulting party ) to the other party, in the event of:

a willful breach of the defaulting party or a change of recommendation by the board of directors of the
defaulting party;

a breach of the defaulting party s covenant to call the meeting of such party s shareholders in order to obtain the
requisite shareholder approval necessary to complete the Merger and Financing or a breach of the non-solicit

covenants of the defaulting party; or

if a shareholder of the defaulting party defaults on its obligation to purchase shares of Endocare common stock
in the Financing.
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In each case where a defaulting party is obligated to pay a termination fee, such party is also obligated to reimburse
the other party for the other party s expenses related to the transaction in an amount not to exceed $850,000. In
addition, in the event of a material breach not covered by the foregoing, in connection with termination of the Merger
Agreement, the breaching party is required to reimburse the other party for its expenses related to the transaction in an
amount not to exceed $850,000.

Effect of Termination
If the Merger Agreement is terminated, all obligations of the parties under the Merger Agreement will terminate,
without any liability on the part of any party to the Merger Agreement to any person or entity in respect of the Merger

Agreement or the transactions contemplated by the Merger Agreement other than the fees and expenses
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described above, if any. Furthermore, no party will have any claim against another (and no person or entity will have
any rights against such party), whether under contract, tort or otherwise, except that certain sections of the Merger
Agreement related to confidentiality and termination, the Confidentiality Agreement and any Ancillary Agreement
entered into prior to termination of the Merger Agreement with respect to any breaches occurring prior to any
termination of the Merger Agreement, will survive. None of the parties may seek specific performance or monetary
damages in connection with termination except as set forth above.

Specific Performance

Each party to the Merger Agreement is entitled to specific performance of the terms of the Merger Agreement or other
equitable relief, in addition to any other remedy to which such party is entitled at law or in equity. After termination of
the Merger Agreement the parties are only entitled to specific performance and injunctive relief with respect to those
provisions that expressly survive termination, as described above. In no event is Endocare or Galil entitled to require
the other to bring any action against any purchaser to the Financing Agreement, in such capacity.

Amendment

The Merger Agreement may be amended, modified or supplemented by the parties by action taken or authorized by
their respective boards of directors at any time prior to the Closing Date (notwithstanding any approval by the
stockholders of Endocare or the shareholders of Galil). However, the parties have agreed that after the approval of the
Endocare s stockholders and Galil s shareholders has been obtained, no amendment may be made which pursuant to
applicable law would require further approval by such stockholders or shareholders without such further approval.

Amendment No. 1 to Agreement and Plan of Merger

On March 19, 2009, the board of directors of each of Endocare and Galil approved, and Endocare and Galil entered
into, Amendment No. 1 to Agreement and Plan of Merger, which is set forth in its entirety beginning on Page A-79 of
this proxy statement/prospectus.

The Merger Agreement and Stock Purchase Agreement are included as annexes to this proxy
statement/prospectus to provide you with information regarding the terms of the transactions described therein
and are not intended to provide any other factual information or disclosure about Endocare, Galil or the
investors in the Financing. The representations, warranties and covenants contained in the Merger Agreement
and Stock Purchase Agreement were made only for purposes of such agreements and as of a specific date, were
solely for the benefit of the parties to such agreements, may be subject to limitations agreed upon by the
contracting parties, including being qualified by disclosure schedules made for the purposes of allocating
contractual risk between the parties thereto instead of establishing these matters as facts, and may be subject to
standards of materiality applicable to the contracting parties that differ from those applicable to investors.
Moreover, information concerning the subject matter of the representations and warranties may change after
the dates of the Merger Agreement and the Stock Purchase Agreement, which subsequent information may or
may not be fully reflected in Endocare s public disclosures. Investors are not third-party beneficiaries under the
Merger Agreement or the Stock Purchase Agreement and, in light of the foregoing reasons, should not rely on
the representations, warranties and covenants or any descriptions thereof as characterizations of the actual
state of facts or condition of Endocare, Galil, Orange Acquisitions, Ltd., the investors in the Financing or any
of their respective subsidiaries or affiliates. Information regarding Endocare is provided elsewhere in this
proxy statement/prospectus and Endocare s other SEC filings, which are available at www.endocare.com and
on the SEC s website at www.sec.gov.
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AGREEMENTS RELATED TO THE MERGER
Galil Voting Agreements

Concurrent with and as a condition to Endocare s entering into the Merger Agreement, on November 10, 2008, the
following Galil shareholders (together, the Shareholder Parties ), entered into voting agreements with Endocare (the

Voting Agreements ), whereby the Shareholder Parties have agreed to vote all shares of Galil currently beneficially
owned by them and all shares acquired by them prior to the date of termination of the Voting Agreement in favor of
the Merger Agreement, the Merger and related transactions and against any alternative, competing or inconsistent
transaction:

Aggregate Beneficial
Ownership
of Galil Voting Securities

Galil Shareholder

Discount Investment Corporation Ltd., and Affiliates 41.9%
Discount Investment Corporation Ltd.

Elron Electronic Industries Ltd.

RDC Rafael Development Corporation Ltd.

Investor Group and Affiliates 11.5%
Investor Group, L.P.

Investor Growth Capital Limited

Thomas, McNerney & Partners, L.P. and Affiliates 30.2%
Thomas, McNerney & Partners, L.P.

Thomas, McNerney & Partners 11, L.P.

TMP Associates, L.P.

TMP Associates II, L.P.

TMP Nominee, LLC

TMP Nominee II, LLC

Vertical Fund and Affiliates 13.9%
Vertical Fund I, L.P.

Vertical Fund II, L.P.

As noted above, each of the Shareholder Parties, with their affiliates, are holders of 5% or more of the voting power of
Galil. In addition, each of the Shareholder Parties, has a representative on the board of directors of Galil. In

connection with the Voting Agreements, each Shareholder Party granted to Endocare an irrevocable proxy to vote

such Shareholder Party s Galil shares in accordance with the terms of the Voting Agreements. The Voting Agreements
limit the ability of the Shareholder Parties to sell or otherwise transfer the shares of Galil beneficially owned by them.
As of November 10, 2008, the Shareholder Parties owned an aggregate of approximately 97.5% of Galil s outstanding
shares. The remaining 25 shareholders of Galil, who as of November 10, 2008, owned an aggregate of 4,132,312
ordinary shares representing approximately 2.5% of Galil s outstanding shares, have not entered into voting
agreements with Endocare. The Voting Agreements terminate upon the earlier to occur of (i) the closing of the

Merger, and (ii) the termination of the Merger Agreement in accordance with its terms.

Major Shareholders Agreement
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On November 10, 2008, as a condition to and concurrent with the execution of the Merger Agreement, the

Shareholder Parties entered into an agreement with Endocare (the Major Shareholders Agreement ), pursuant to which
each Shareholder Party has made certain representations and warranties to Endocare with respect to its Galil shares,
entered into a limited mutual general release with Endocare and agreed, severally and not jointly, to indemnify
Endocare with respect to certain tax liabilities.
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Concurrent with the execution of the Merger Agreement, Endocare and certain existing institutional accredited
stockholders of Endocare and Galil entered into a Stock Purchase Agreement, relating to the sale of up to

16,250,000 shares of Endocare common stock at a purchase price of $1.00 per share representing approximately 136%
of the outstanding shares of Endocare common stock on April 29, 2009. Pursuant to the Stock Purchase Agreement,
the parties set forth below have agreed to purchase the number of shares of Endocare common stock set forth next to
each such party s name:

Berman & Co. Trading and Investment Ltd. 200,000
Discount Investment Corporation Ltd. and Affiliates

Discount Investment Corporation Ltd. 550,000
Elron Electronic Industries Ltd. 550,000
RDC Rafael Development Corporation Ltd. 700,000
Frazier Healthcare

Frazier Healthcare V, L.P. 3,000,000
Investor Group and Affiliates

Investor Group, L.P. 750,000
Investor Growth Capital Limited 1,750,000
Thomas, McNerney & Partners, L.P. and Affiliates

Thomas, McNerney & Partners, L.P. 2,100,039
Thomas, McNerney & Partners 11, L.P. 3,761,308
TMP Associates, L.P. 7,979
TMP Associates II, L.P. 13,349
TMP Nominee, LLC 78,042
TMP Nominee II, LLC 39,283
Vertical Fund and Affiliates

Vertical Fund I, L.P. 2,200,000
Vertical Fund II, L.P. 550,000

The gross offering proceeds to Endocare are expected to be approximately $16,250,000. Pursuant to the Stock
Purchase Agreement, the closing of the Financing is subject to the concurrent closing of the Merger and certain other
conditions, including the accuracy of Endocare s and the purchasers representations and warranties at closing, the sale
of shares with a minimum aggregate purchase price of $12,000,000 and that Endocare s common stock remains listed
on the NASDAQ Capital Market or the Over-The-Counter Bulletin Board. The purchasers have agreed to a lock-up
period of six months from the closing of the Financing, subject to earlier release under certain circumstances, as well

as a standstill (which shall expire on the first anniversary of Endocare s 2009 annual stockholders meeting and no later
than June 30, 2010) whereby no purchaser may own more than 35% of the then outstanding shares of Endocare
common stock, subject to certain exceptions. In the event that a purchaser breaches its obligation to purchase shares in
the Financing, Endocare has the ability to offer the shares allocated to such breaching purchaser to other purchasers in
the Financing on a pro rata basis and to third parties to the extent that such other purchasers do not purchase all of the
defaulting purchaser s shares. Assuming all of the purchasers acquire the shares for which they have subscribed and
attributing ownership to Galil s shareholders of the Escrow Shares, upon the closing of the Merger and the Financing,
existing Endocare stockholders are expected to own approximately 38.5% of the outstanding shares of Endocare
common stock and the shareholders of Galil are expected to own approximately 61.5% of the outstanding shares of
Endocare common stock. It is currently expected that Discount Investment Corporation Ltd., and its affiliates, Frazier
Healthcare V, L.P., Investor Growth Capital Limited and its affiliates, Thomas, McNerney & Partners, L.P. and its
affiliates, and The Vertical Group GP, LLC and its affiliates will each beneficially own more than 5% of the
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outstanding shares of Endocare common stock upon consummation of the Merger and the Financing.
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The Merger Agreement and Stock Purchase Agreement are included as annexes to this proxy
statement/prospectus to provide you with information regarding the terms of the transactions described therein
and are not intended to provide any other factual information or disclosure about Endocare, Galil or the
investors in the Financing. The representations, warranties and covenants contained in the Merger Agreement
and Stock Purchase Agreement were made only for purposes of such agreements and as of a specific date, were
solely for the benefit of the parties to such agreements, may be subject to limitations agreed upon by the
contracting parties, including being qualified by disclosure schedules made for the purposes of allocating
contractual risk between the parties thereto instead of establishing these matters as facts, and may be subject to
standards of materiality applicable to the contracting parties that differ from those applicable to investors.
Moreover, information concerning the subject matter of the representations and warranties may change after
the dates of the Merger Agreement and the Stock Purchase Agreement, which subsequent information may or
may not be fully reflected in Endocare s public disclosures. Investors are not third-party beneficiaries under the
Merger Agreement or the Stock Purchase Agreement and, in light of the foregoing reasons, should not rely on
the representations, warranties and covenants or any descriptions thereof as characterizations of the actual
state of facts or condition of Endocare, Galil, Orange Acquisitions, Ltd., the investors in the Financing or any
of their respective subsidiaries or affiliates. Information regarding Endocare is provided elsewhere in this
proxy statement/prospectus and Endocare s other SEC filings, which are available at www.endocare.com and
on the SEC s website at www.sec.gov.

Registration Rights Agreement

Pursuant to the Stock Purchase Agreement, upon consummation of the Financing, the purchasers of the Endocare
common stock in the Financing will enter into a registration rights agreement, pursuant to which Endocare will agree
to prepare and file with the SEC a shelf registration statement covering the resale of the shares of Endocare common
stock issued pursuant the Stock Purchase Agreement.

IDB Entity Indemnification Agreement

On November 10, 2008, as a condition to and concurrent with the execution of the Merger Agreement, Discount
Investment Corporation Ltd., Elron Electronic Industries Ltd. and RDC-Rafael Development Corporation Ltd., each

an Israeli shareholder of Galil, agreed, severally and not jointly, and each of them up to its respective pro rata ratio set
forth under the IDB Entity Indemnification Agreement, to indemnify Endocare and the surviving company in an
amount of up to $3,774,037 in connection with a preference payment potentially payable to certain other shareholders
of Galil pursuant to that certain Restructure, Consent and Waiver, entered into between Galil and its then shareholders
on December 31, 2003 (the Indemnified Preference ), plus any related out-of-pocket legal fees and expenses incurred
by Endocare or the surviving company as a result of any action relating to the Indemnified Preference.

Pre-Closing Shareholders Agreement

On November 10, 2008, Galil and certain shareholders of Galil entered into a Shareholders Agreement, which
provides for certain matters in connection with the consummation of the Merger and the transactions contemplated
thereby, including, the conversion of all its outstanding preferred shares into ordinary shares immediately prior to the

consummation of the Merger.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

The following unaudited pro forma condensed combined financial statements give effect to the proposed business
combination of Endocare and Galil to be effected via the Merger and the $16.25 million concurrent Financing as if
these transactions occurred as of December 31, 2008 for purposes of the pro forma condensed combined balance
sheet, and as of January 1, 2008 for the pro forma condensed combined statements of operations for the year ended
December 31, 2008. For accounting purposes Galil is considered to be acquiring Endocare in the Merger inasmuch as
the existing stockholders of Galil will have a controlling interest in the combined company after the Merger and
Financing. Accordingly, the Merger will be accounted for as a reverse acquisition and equity capitalization in
accordance with U.S. GAAP for accounting and financial reporting purposes. Under this method of accounting, the
arrangement will be treated as the equivalent of Galil issuing stock for the net assets of Endocare at their fair value on
the Merger date. The existing assets and liabilities of Galil will be carried forward at historical costs. Operations prior
to the Merger will be those of Galil.

The transaction will be accounted for under the acquisition method of accounting in accordance with Statement of
Financial Accounting Standards, or SFAS, No. 141R, Business Combinations (SFAS No. 141R) since it will be
consummated in 2009 after the effective date of this accounting standard. In merger transactions in which the
consideration given is not in the form of cash (that is, in the form of non-cash assets, liabilities incurred, or equity
interests issued), measurement of the purchase consideration is based on the fair value of the consideration given or
the fair value of the asset (or net assets) acquired, whichever is more clearly evident and, thus, more reliably
measurable. Since Galil is a private company, the purchase consideration received by Galil in the form of Endocare s
equity securities is most reliably measured based on their fair value. As such, the purchase price will be measured
based on the fair value of Endocare s equity securities outstanding at the consummation date and will be allocated to
the acquired tangible and intangible assets and assumed liabilities of Endocare based on their estimated fair values at
that date.

Under SFAS No. 141R, all the assets acquired and liabilities assumed in a business combination are recognized at
their acquisition-date fair value while transaction costs and restructuring costs associated with the business
combination are expensed as incurred. The excess of the purchase price over the fair value of assets acquired and
liabilities assumed, if any, is allocated to goodwill. Where the fair value of the consideration transferred for an
acquirer s interest is less than its fair value (a bargain purchase), the accounting acquiror will record a gain at the
transaction date. In-process research and development will be recorded at fair value as an indefinite-lived intangible
asset at the acquisition date until the completion or abandonment of the associated research and development efforts.
Acquired contingent liabilities will be recorded at fair value at the acquisition date and subsequently measured at
either the higher of such amount or the amount determined under existing guidance for non-acquired contingencies.
Changes in deferred tax asset valuation allowances and income tax uncertainties after the acquisition date generally
will affect income tax expense. Subsequent to the Merger, Endocare and Galil will develop an integration plan, which
may affect how the assets acquired, including intangibles, will be utilized in the combined company. For those assets
in the combined company that will be phased out or will no longer be used, additional amortization, depreciation and
possibly impairment charges will be recorded after management formulates the integration plan.

For purposes of these unaudited pro forma condensed combined financial statements, Endocare and Galil have made
preliminary allocations of the estimated purchase price to the tangible and intangible assets to be acquired and
liabilities to be assumed based on preliminary estimates of their fair value as of December 31, 2008, as described in
Note 2. A final determination of these estimated fair values, which cannot be made prior to the completion of the
Merger, will be based on the actual fair value of Endocare s outstanding equity securities and the net assets of
Endocare that exist as of the date of completion of the Merger. The actual amounts recorded as of the completion of
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the Merger may differ materially from the information presented in these unaudited pro forma condensed combined
financial statements as a result of:

changes in Endocare s share price;

net cash used in the Endocare operations between the signing of the Merger Agreement and the closing of the
Merger;
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the timing of completion of the Merger;

other changes in the Endocare net assets that occur prior to completion of the Merger, which could cause
material differences in the information presented below; and

the financial results of the Company could change the future discounted cashflow projections

The unaudited pro forma condensed combined financial statements presented below are based on the historical
financial statements of Endocare and Galil, adjusted to give effect to the acquisition of Endocare by Galil for
accounting purposes and the Financing. The unaudited pro forma adjustments are described in the accompanying
notes presented on the following pages. These adjustments do not give effect to any synergies that may be realized as
a result of the Merger, nor do they give effect to any nonrecurring/unusual restructuring charges that may be incurred
as a result of the integration of the two companies. The unaudited pro forma condensed combined financial statements
assume that, at the effective time of the Merger, all of Galil s preferred stock will convert into ordinary shares, which
will in turn convert into Endocare common shares at the ratio of 32.956 to 1.

The unaudited pro forma condensed combined balance sheet as of December 31, 2008 gives effect to the proposed
Merger as if it occurred on December 31, 2008 and combines the historical balance sheets of Endocare and Galil as of
December 31, 2008. The Galil balance sheet information was derived from their audited balance sheet as of
December 31, 2008 included herein. The Endocare balance sheet information was derived from its audited
consolidated balance sheet included herein.

The unaudited pro forma condensed combined statements of operations for the year ended December 31, 2008 are
presented as if the Merger was consummated on January 1, 2008, and combines the historical results of Endocare and
Galil for the year ended December 31, 2008. The historical results of Galil were derived from their statement of
operations for the year ended December 31, 2008 included herein. The historical results of Endocare were derived
from its audited consolidated statement of operations for the year ended December 31, 2008 included herein.

The unaudited pro forma condensed combined financial statements have been prepared for illustrative purposes only
and are not necessarily indicative of the financial position or results of operations in future periods or the results that
actually would have been realized had Endocare and Galil been a combined company during the specified periods.
The pro forma adjustments are based on the preliminary information available at the time of the preparation of this
proxy statement/prospectus. The unaudited pro forma condensed combined financial statements, including the notes
thereto, are qualified in their entirety by reference to, and should be read in conjunction with, the historical financial
statements of Endocare and Galil for the year ended December 31, 2008 included herein.

Following is a preliminary allocation of the total estimated purchase price, to the acquired assets and assumed
liabilities of Endocare based on the estimated fair values as of December 31, 2008 (in thousands).
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Unaudited Pro Forma Condensed Combined Balance Sheet

Assets
Current assets:
Cash and cash equivalents

December 31, 2008
Galil Endocare
Historical Historical Pro Forma
(In thousands)

$ 2451 $ 2,685 %

Accounts receivable, net 4,875 5,076
Inventories, net 4,538 2,559
Prepaid expenses & other current assets 614 518
Total current assets 12,478 10,838
Property and equipment, net 2,232 628
Intangibles, net 9,143 2,576
Severance pay funds 727

Investments and other assets 75

Total assets

$ 24580 § 14,117 §

Liabilities and stockholder s equity

Current liabilities:
Accounts payable
Accrued compensation
Other accrued liabilities

Loan payable

Obligations under capital lease

Total current liabilities
Deferred compensation

Obligations under capital lease

portion

Other long-term liabilities
Stockholders equity
Convertible preferred stock
Preferred stock

Common stock

Additional paid-in capital

Table of Contents

$ 3,521 $ 3638 %

1,780 1,955
6,601 3,007
1,880
current portion 67 26
11,969 10,506
884 77
less current

20 62

726

195
195 12
86,756 201,632

15,651(F)

2,710(A)

18,361

1,055(A)
2,553(A)

21,969

1,351(D)
(753) (A)

598

(195) (©)

16(F)
(195) (©)
11(C)
(201,632) (B)
(599) (F)
4,907(B)
16,234(F)
379(C)

Pro Forma
Combined

$ 20,787
9,951
9,807
1,132

41,677
3,915
14,272
727

75

$ 60,666

$ 7,159
3,735
10,206

1,880
93

23,073
961

82
726

39

107,677
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Accumulated other comprehensive income 6 6
Accumulated deficit (76,171) (198,172) 198,172(B) (71,898)
(272) (D)
4,545(A)
Total stockholders equity 10,981 3,472 21,371 35,824
Total liabilities and stockholders equity $ 24,580 $ 14,117 $ 21,969 $ 60,666
85
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Unaudited Pro Forma Condensed Combined Statement of Operations

Year Ended December 31, 2008
Galil Endocare Pro Forma Pro Forma
Historical Historical  Adjustments Combined
(In thousands, except per share amounts)

Product sales $ 24,734 $ 24,375 $ $ 49,109
Service revenues 6,693 6,693
Other 494 494

24,734 31,562 56,296

Costs and expenses:

Cost of revenues 7,639 9,935 439(E) 18,013
Research and development 7,075 2,346 9,421
Selling and marketing 17,575 14,619 38(E) 32,232
General and administrative 5,788 13,078 75(E) 15,204
(3,737)(H)
Impairment of goodwill 16,758 16,758
Impairment of investment 918 918
Gain on recovery of note receivable (750) (750)
Total costs and expenses 54,835 40,146 (3,185) 91,796
Loss from operations (30,101) (8,584) 3,185 (35,500)
Interest income (expense), net (290) 168 413(G) 291
Net loss $ (30,391) $ (8416) $ 3,598 $ (35,209)
Net loss per share-basic and diluted $ (038 $ (0.71) $ (0.90)

Weighted-average shares of common stock
outstanding 85,492 11,902 39,250

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
1. Basis of Presentation

On November 10, 2008, Endocare and Galil entered into the Merger Agreement pursuant to which Orange
Acquisitions Ltd., a wholly owned subsidiary of Endocare, will merge with and into Galil. Galil will become a
wholly-owned subsidiary of Endocare and Galil will be the surviving corporation of the Merger. Pursuant to the terms
of the Merger Agreement, Endocare will issue to the shareholders of Galil shares of Endocare common stock and will
assume all of the stock options of Galil outstanding as of the Merger closing date, such that Galil shareholders,
attributing ownership to Galil shareholders of the Escrow Shares, are expected to own approximately 48% of the
combined company on a pro forma basis and Endocare stockholders and option holders are expected to own
approximately 52% of the common stock of the combined company on a pro forma basis without giving effect to the
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concurrent financing. The Merger is intended to qualify as a tax-free reorganization under the provisions of
Section 368(a) of the Internal Revenue Code. The Merger is subject to customary closing conditions, including
approval by Endocare and Galil stockholders.

Concurrent with the Merger Agreement, Endocare and Galil entered into the Stock Purchase Agreement whereby at
the close of the Merger, a combination of existing Galil and Endocare shareholders will provide up to $16.25 million
in financing to the combined company. Upon the close of the Financing, Galil shareholders, attributing ownership to
Galil shareholders of the Escrow Shares, are expected to own approximately 61.5% of the common stock of the
combined company.

Because Galil shareholders, attributing ownership to Galil shareholders of the Escrow Shares, are expected to own
approximately 61.5% of the common stock of the combined company upon consummation of the Merger and
Financing, Galil is deemed to be the acquiring company for accounting purposes and the transaction will be accounted
for as a reverse acquisition under the purchase method of accounting for business combinations in
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accordance with accounting principles generally accepted in the United States. Accordingly, the assets and liabilities
of Endocare will be recorded as of the merger closing date at their estimated fair values.

The unaudited pro forma condensed combined financial statements assume that, immediately prior to the effective
time of the Merger, all of Galil s preferred stock will convert into ordinary shares which will in turn convert into
Endocare common shares at the ratio of 32.956 to 1 and subject to further adjustment to account for the occurrence of
certain events discussed elsewhere in this proxy statement/prospectus.

These unaudited pro forma condensed combined financial statements also assume that the Merger consideration will
be based on Endocare s stock price of $0.40 at December 31, 2008. The volatility in the Endocare stock price and
changes in other key assumptions could result in a significant difference between the pro forma financial statements
and the final purchase accounting at the effective date of the Merger. Subsequent to December 31, 2008, through
March 10, 2009 Endocare s stock price has increased to as high as $0.99 (on January 12, 2009 and a low of $0.41 on
March 5, 2009). As the accounting acquiree in a reverse acquisition, Endocare s stock price will impact the purchase
price consideration and may result in a bargain purchase acquisition for which a gain will be recorded by Galil at the
time of the Merger.

2. Purchase Price

On December 31, 2008, Endocare had approximately 11.8 million shares of common stock outstanding and a market
capitalization of approximately $4.72 million. Endocare s outstanding options, warrants and other instruments
exercisable or convertible into common stock are valued at approximately $0.2 million, for a total pro forma purchase
consideration of $4.9 million. The fair value of the net assets of Endocare at December 31, 2008, including internally
developed intangibles, is estimated at $9.5 million.

The estimated purchase price may change due to changes in the fair value of the net assets of Endocare during the
period from December 31, 2008 to the Merger closing date and based on the actual costs to complete the Merger.

Under the acquisition method of accounting, the total purchase price is allocated to the acquired tangible and
intangible assets and assumed liabilities of Endocare based on their estimated fair values as of the Merger closing
date. The excess of the purchase price over the fair value of assets acquired and liabilities assumed, if any, is allocated
to goodwill. The excess of the fair value of assets acquired and liabilities assumed over the total purchase price, if any,
is recorded as a gain at the time of the transaction.

The allocation of the estimated purchase price is preliminary because the proposed Merger has not yet been
completed. The purchase price allocation will remain preliminary until Endocare management determines the fair
values of assets acquired and liabilities assumed. The final determination of the purchase price allocation is
anticipated to be completed as soon as practicable after completion of the Merger and will be based on the value of the
Endocare share price at the close of the Merger. The final amounts allocated to assets acquired and liabilities assumed
could differ significantly from the amounts presented in the unaudited pro forma condensed combined financial
statements.

3. Method of Accounting

In December 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Standards

( SFAS ) No. 141 Revised (SFAS No. 141R), which replaced SFAS No. 141, Business Combinations, for periods
beginning on or after December 15, 2008, (January 1, 2009 for Endocare and Galil) but retains the fundamental
requirements in SFAS No. 141, that the acquisition method of accounting be used for all business combinations and
for an acquirer to be identified for each business combination.
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SFAS No. 141R revises the definition of the acquisition date as the date the acquirer obtains control of the acquiree.
This is typically the closing date, and is used to measure the fair value of the consideration paid. When the acquirer
issues equity instruments as full or partial payment for the acquiree, the fair value of the acquirer s equity instruments
will be measured at the acquisition date, rather than an earlier measurement date (i.e. the merger announcement date)
as currently required under SFAS No. 141. Transaction costs are excluded from the acquisition accounting. They are
instead accounted for under other generally accepted accounting principles, which may mean the costs are expensed as
incurred (e.g., due diligence costs), or, to the extent applicable, treated as a cost of issuing
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equity securities. Statement No. 141R nullifies EITF No. 95-3, Recognition of Liabilities in Connection with a
Purchase Business Combination and requires costs associated with restructuring or exit activities that do not meet the
recognition criteria in SFAS No. 146 (as amended), Accounting for Costs Associated with Exit or Disposal Activities
as of the acquisition date to be subsequently recognized as post-combination costs when those criteria are met.

SFAS No. 141R also retains the guidance in SFAS No. 141 for identifying and recognizing intangible assets

separately from goodwill. However, SFAS No. 141R s scope is broader than that of SFAS No. 141, which was applied
to only business combinations in which control was obtained by transferring consideration. Since the transaction will
close after January 1, 2009, the application of SFAS No. 141R has been considered in arriving at the unaudited pro
forma results.

4. Pro Forma and Purchase Accounting Adjustments

The following table summarizes the preliminary estimated fair values of net assets acquired and the pro forma
purchase price allocation (in thousands):

Total current assets $ 13,548
Property and equipment 1,683
Intangibles, net 5,129
Investments and other assets 75
Total assets acquired 20,435
Less: liabilities assumed (10,971)
Bargain purchase (gain) (4,545)
Purchase price, net of liabilities assumed $ 4919

The unaudited pro forma condensed combined financial statements include pro forma adjustments to give effect to
certain significant capital transactions occurring as a direct result of the proposed Merger, the acquisition of Endocare
by Galil for accounting purposes and the effect of the concurrent Financing with certain Galil and Endocare
shareholders.

The pro forma adjustments are as follows:

(A) To reflect the estimated fair value of Endocare s tangible and intangible assets and the resulting gain on bargain
purchase assuming that the Merger is consummated as of December 31, 2008 at a stock price of $0.40. Fair values of
assets and liabilities were determined based on the provisions of SFAS No. 141R which defines fair value in
accordance with FASB Statement No. 157, Fair Value Measurements (SFAS No. 157) as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants in the
principal or most advantageous market at the measurement date. The carrying values for current assets and current
liabilities other than inventory approximate fair value. The fair value of inventory, property and equipment and
intangible assets are based on the following methodology which is consistent with the provisions of SFAS No. 141R:

Inventory: The fair value of raw materials inventory is based on replacement cost which approximates
historical cost net of excess and obsolete inventory. The fair value of finished goods inventory is based on
the estimated selling price adjusted for (1) costs of the selling effort and (2) a reasonable profit allowance
for the selling effort by the acquiring entity, both estimated from the viewpoint of a market participant.

Table of Contents 193



Edgar Filing: ENDOCARE INC - Form S-4/A

The fair value of work-in-process inventory is determined based on the estimated selling price of the
eventual finished inventories adjusted for a market participant s expected (1) costs to complete the
manufacturing process, (2) costs of the selling effort and (3) a reasonable profit allowance for the
remaining manufacturing and selling effort.

Property and equipment: The determination of fair value of property and equipment to be held and used is
based on the value that a market participant would ascribe for items in comparable physical condition. An
analysis is performed to value the property and equipment on hand based on the
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approximate fair value of a new unit adjusted for estimated depreciation and obsolescence based on age of
the unit and economic life. The fair value adjustment primarily relates to cryocare systems in the
placement (i.e., rental) program.

Intangible assets: Intangible assets were identified that met either the separability criterion or the
contractual-legal criterion described in paragraph A19 of SFAS No. 141R. Intangible assets include
patents, developed technology, tradenames, trademarks, and distribution network. In process research and
development is deemed to have nominal value. The fair value for tradenames, trademarks and patents are
calculated using the relief from royalty method. The cost approach is used to value the international
distributor network and valuation of developed technology is determined based on the income approach
and multi-period excess earnings method.

The total fair value adjustment to increase inventory, fixed assets and intangible assets as of December 31, 2008, is
$6.3 million. After considering the fair value adjustment, the accrual for Endocare s estimated Merger expenses of
$1.1 million to be incurred through consummation of the Merger, and the purchase consideration calculated based on
Endocare s stock price at December 31, 2008 of $0.40 a share, we included a pro forma adjustment for the resulting
gain on bargain purchase of $4.5 million. On November 11, 2008, the day after the execution of the Merger
Agreement with Galil was announced to the public, our stock price was $0.93. If the Merger was consummated based
on the stock price the day after the definitive agreement was signed, we would have recorded goodwill in the amount
of $2.1 million. We believe that a portion of the volatility in our stock price is related to the overall fluctuation in the
broader stock market. While economic conditions have a direct relationship to the changing stock market, we do not
believe it drives market demand for our products. The demand for our products is driven by the incidence of the
various forms of cancer that physicians using our products treat and the advancement in competitive treatments for
cancer. The adjustment to the fair value of our assets considers those drivers while also considering the indirect result
of the economic downturn. In light of the volatility of Endocare s stock price, and the corresponding impact the stock
price has on computing the gross merger consideration pursuant to SFAS No. 141R, we cannot determine at this time
whether on the consummation of the Merger, we will record an adjustment to our financial statements for goodwill or
a bargain purchase.

(B) To reflect the elimination of the historical additional paid-in capital and accumulated deficit of Endocare and to
restate additional paid-in capital on the acquisition date based on the Merger consideration paid.

(C) To reflect the expected conversion of Galil preferred stock into ordinary shares, which are in turn exchanged into
Endocare common stock. Immediately prior to the effective time of the Merger, 81.7 million shares of Galil preferred
stock will be converted into approximately 280.2 million Galil ordinary shares at a ratio determined in accordance
with the Galil s Articles of Association, as amended.

The pro forma adjustment is comprised of two separate components described as follows:

1) Under the recapitalization of Galil in conjunction with the reverse merger, an adjustment is made to convert the
historical preferred shares and ordinary shares of Galil into expected Endocare common stock by eliminating
historical preferred shares and ordinary shares in the amount of $390,000 with the offset to additional paid-in capital.
The $390,000 includes $195,000 recorded for convertible preferred shares and $195,000 for ordinary shares as noted
in the Galil Historical column of the pro forma balance sheet.

2) An adjustment in the amount of $11,000 to record the par value of Endocare common shares to be issued to the

Galil shareholders in the Merger based on a 0.03 conversion ratio and 365,569,174 Galil ordinary shares outstanding
as of December 31, 2008.
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The exact conversion ratio in the Merger between Galil and Endocare cannot be calculated until immediately prior to
the effective time of the Merger, but it is expected that Endocare will issue one share of common stock for every 33
ordinary shares held by Galil shareholders for a total of 11.1 million shares of Endocare common stock.

(D) To reflect estimated additional costs of 1.4 million to consummate the Merger and to register the shares issued in
the Merger that are not yet reflected in the historical results of Endocare and Galil at
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December 31, 2008. Merger costs include fees payable for investment banking services, legal, accounting, printing
and other consulting services. Of the 1.4 million, $1.1 million relates to Endocare and $0.3 million for Galil. These
costs are expensed as incurred and the additional Galil costs of $0.3 million are reflected as an increase in other
accrued liabilities and accumulated deficit.

(E) To reflect additional depreciation and amortization for the write-up of assets to fair value. Intangibles (i.e.
trademarks, patents, international distributor network, and developed technology) are amortized over useful lives
ranging from five to eleven years.

(F) To reflect the $16.25 million Financing to be completed concurrent with the Merger. Net proceeds are estimated at
$15,651,000 after $599,000 in issuance costs, which is recorded as a reduction of paid in capital. The gross proceeds
from the financing will increase common stock (par value) and additional paid-in-capital by $16,000 and $16,234,000,
respectively.

(G) To reflect the interest income from cash proceeds received in the $16.25 million Financing as if it occurred on
January 1, 2008 based on interest rate of approximately 2.6% which approximate historical returns.

(H) To eliminate Merger related expenses included in the historical statements of operations that were directly related
to the acquisition.
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PROPOSALS TO BE CONSIDERED AT THE ENDOCARE SPECIAL MEETING

Proposal 1:
Approval of the Issuance of Common Stock Pursuant to the Merger Agreement.
General

At the special meeting, Endocare s stockholders will be asked to approve the issuance of shares of Endocare common
stock in the Merger pursuant to the Merger Agreement. Immediately following the effective time of the Merger and
attributing ownership to Galil s shareholders of the Escrow Shares, but prior to taking into account the shares of
Endocare common stock issued in the Financing, Galil s shareholders are expected to own approximately 48.0% of
Endocare s outstanding shares of common stock, and Endocare s existing stockholders are expected to own
approximately 52.0% of Endocare s outstanding shares of common stock, subject to various assumptions and
conditions described in detail in this proxy statement/prospectus. Upon consummation of the Merger and the

Financing and attributing ownership to Galil s shareholders of the Escrow Shares, Galil s shareholders are expected to
own approximately 61.5% of Endocare s outstanding common stock, and Endocare s existing stockholders are expected
to own approximately 38.5% of Endocare s outstanding common stock. The terms of, reasons for and other aspects of
the Merger Agreement and the issuance of shares of Endocare common stock in the Merger pursuant to the Merger
Agreement are described in detail in the other sections of this proxy statement/prospectus.

Because Endocare common stock is currently listed on the NASDAQ Capital Market, Endocare is subject to
NASDAQ rules and regulations. NASDAQ Marketplace Rule 5635(a)(1) requires Endocare, subject to certain
exceptions, to obtain shareholder approval prior to the issuance or sale of shares in any transaction in connection with
the acquisition of the stock or assets of another company, if where, due to the present or potential issuance of common
stock, or securities convertible into or exercisable for common stock, other than a public offering for cash:

the common stock has or will have upon issuance voting power equal to or in excess of 20% of the voting
power outstanding before the issuance of stock or securities convertible into or exercisable for common
stock; or

the number of shares of common stock to be issued is or will be equal to or in excess of 20% of the number of
shares or common stock outstanding before the issuance of the stock or securities.

The purpose of this Proposal No. 1 is to satisfy the requirements of NASDAQ Marketplace Rule 5635(a)(1) by
obtaining stockholder approval of the issuance of shares of Endocare common stock in the Merger pursuant to the
Merger Agreement.

The NASDAQ rules also require a company to obtain stockholder approval prior to an issuance of stock that will

result in a change of control of the company. The NASDAQ rules do not define change of control. The issuance of the
shares of Endocare common stock in the Merger and the Financing is expected to result in the Endocare stockholders
immediately prior to the effective time of the Merger holding only 38.5% of the shares of Endocare common stock

then outstanding. Because of the diverse holders of Galil shares, Endocare does not believe that such issuance

constitutes a change of control of Endocare, however, to ensure that there is no violation of the NASDAQ s change of
control requirement, Endocare has included this disclosure for your consideration. If this issuance is deemed to result

in a change of control under the NASDAQ rules, the approval of Proposal 1 by Endocare s stockholders will also
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constitute approval of such change of control.
The full text of the Merger Agreement is attached to this proxy statement/prospectus as Annex A.
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Required Vote

The affirmative vote of the holders of a majority of the shares of Endocare s common stock present in person or
represented by proxy and voting on such matter at the special meeting is required for approval of Proposal 1.
Abstentions and broker non-votes will not vote on the matter, and therefore will have no effect on the outcome of the
proposal.

The approval of both Proposals 1 and 2 is required for completion of the Merger. In the event that either
Proposal 1 or 2 or both are not approved by the Endocare stockholders at the special meeting, the Merger will
not be consummated.

Recommendation of the Board of Directors

Endocare s board of directors unanimously recommends that Endocare s stockholders vote FOR Proposal 1 to approve
the issuance of shares of Endocare common stock in connection with the Merger.

On April 9, 2009, Endocare received a written proposal from HealthTronics, offering to purchase all of Endocare s
outstanding common stock for $1.25 per share, with Endocare stockholders having the ability to elect to receive either
cash or HealthTronics common stock as consideration. The proposal is subject to negotiation of a definitive written
agreement and due diligence. The Endocare board of directors has had preliminary discussions regarding the April
2009 HealthTronics Proposal, in consultation with Endocare s management and legal and financial advisors. The
Endocare board of directors has determined that the April 2009 HealthTronics Proposal could reasonably be expected
to lead toa Superior Proposal as defined in the Merger Agreement and is in the process of further evaluating the
April 2009 HealthTronics Proposal, including conducting due diligence and collecting other information appropriate
for such evaluation. The Endocare board of directors has not determined that the April 2009 HealthTronics Proposal is
in fact a Superior Proposal. At this time, the Endocare board of directors continues to believe that the Merger with
Galil is in the best interests of Endocare and its stockholders. However, in the exercise of its fiduciary duties, the
Endocare board of directors believes that a full assessment of the April 2009 HealthTronics Proposal should be
conducted before making any final determination regarding the April 2009 HealthTronics Proposal. Upon concluding
its evaluation of the April 2009 HealthTronics Proposal, should the Endocare board of directors determine that the
April 2009 HealthTronics Proposal is nota Superior Proposal under the Merger Agreement, the Endocare board of
directors will promptly provide Endocare s stockholders with all additional information material to such stockholders
regarding its evaluation, including the reasons underlying the Endocare board of directors conclusions regarding the
Galil Merger and the April 2009 HealthTronics Proposal and the advantages of the Galil Merger over the April 2009
HealthTronics Proposal, through the filing and distribution to Endocare stockholders of a prospectus supplement to
the Form S-4 of which this proxy statement/prospectus forms a part. The Endocare board of directors expects to
complete its evaluation by May 15, 2009 which will provide Endocare stockholders with a reasonable amount of time
to receive and review the prospectus supplement containing the Endocare board of directors conclusions regarding the
Galil Merger and the April 2009 HealthTronics Proposal and to submit their proxies prior to the Endocare special
meeting. In the event that the Endocare board of directors final determination with respect to the April 2009
HealthTronics Proposal is delayed, Endocare will allow at least 10 calendar days from the date the prospectus
supplement is mailed prior to holding its special meeting, even if such delay requires Endocare to temporarily
postpone the special meeting. Endocare stockholders should understand that, until they have received the prospectus
supplement, they may not have the most up-to-date information regarding the Endocare board of directors evaluation
of the April 2009 HealthTronics Proposal and should consider waiting to provide their proxies for the Endocare
special meeting until the Endocare board of directors announces its determination with respect to the April 2009
HealthTronics Proposal. There can be no assurances that the Endocare board of directors will determine that the April
2009 HealthTronics Proposal constitutes a Superior Proposal or, if it makes such a determination, that a transaction
with HealthTronics will be consummated.
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Proposal 2:
Approval of the Issuance of Common Stock Pursuant to the Stock Purchase Agreement
General

At the special meeting, Endocare s stockholders will be asked to approve the issuance of up to 16,250,000 shares of
Endocare common stock pursuant to the Stock Purchase Agreement and in connection with the Financing. Upon
consummation of the Merger and the Financing and attributing ownership to Galil s shareholders of the Escrow Shares,
Galil s shareholders are expected to own approximately 61.5%, and Endocare s existing stockholders are expected to
own approximately 38.5%, of Endocare s common stock. The terms of, reasons for and other aspects of the Stock
Purchase Agreement and the issuance of up to 16,250,000 shares of Endocare common stock pursuant to the Stock
Purchase Agreement are described in detail in other sections of this proxy statement/prospectus.

NASDAQ Marketplace Rule 5635(a)(1) requires a NASDAQ-listed company, subject to certain exceptions, to obtain
shareholder approval prior to the issuance or sale of shares in any transaction in connection with the acquisition of the
stock or assets of another company, if where, due to the present or potential issuance of common stock, or securities
convertible into or exercisable for common stock, other than a public offering for cash:

the common stock has or will have upon issuance voting power equal to or in excess of 20% of the voting
power outstanding before the issuance of stock or securities convertible into or exercisable for common
stock; or

the number of shares of common stock to be issued is or will be equal to or in excess of 20% of the number of
shares or common stock outstanding before the issuance of the stock or securities.

Because the issuance of shares in the Financing may be deemed in connection with the acquisition of the stock or
assets of another company for purposes of NASDAQ Marketplace Rule 5635(a)(1), Endocare is soliciting stockholder
approval of the issuance of up to 16,250,000 shares of Endocare common stock in the Financing.

The full text of the Stock Purchase Agreement is attached to this proxy statement/prospectus as Annex B.

Required Vote

The affirmative vote of the holders of a majority of the shares of Endocare s common stock present in person or
represented by proxy and voting on such matter at the special meeting is required for approval of Proposal 2.
Abstentions and broker non-votes will not vote on the matter, and therefore will have no effect on the outcome of the
proposal.

The approval of both Proposals 1 and 2 is required for completion of the Merger. In the event that either
Proposal 1 or 2 or both are not approved by the Endocare stockholders at the special meeting, the Merger will
not be consummated.

Recommendation of Board of Directors

Endocare s board of directors unanimously recommends that Endocare s stockholders vote FOR Proposal 2 to approve
the issuance of up to 16,250,000 shares of Endocare common stock pursuant to the Stock Purchase Agreement and in
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connection with the Financing.

On April 9, 2009, Endocare received a written proposal from HealthTronics, offering to purchase all of Endocare s
outstanding common stock for $1.25 per share, with Endocare stockholders having the ability to elect to receive either
cash or HealthTronics common stock as consideration. The proposal is subject to negotiation of a definitive written
agreement and due diligence. The Endocare board of directors has had preliminary discussions regarding the April
2009 HealthTronics Proposal, in consultation with Endocare s management and legal and financial advisors. The
Endocare board of directors has determined that the April 2009 HealthTronics Proposal could reasonably be expected
tolead toa Superior Proposal as defined in the Merger Agreement and is in the
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process of further evaluating the April 2009 HealthTronics Proposal, including conducting due diligence and
collecting other information appropriate for such evaluation. The Endocare board of directors has not determined that
the April 2009 HealthTronics Proposal is in fact a Superior Proposal. At this time, the Endocare board of directors
continues to believe that the Merger with Galil is in the best interests of Endocare and its stockholders. However, in
the exercise of its fiduciary duties, the Endocare board of directors believes that a full assessment of the April 2009
HealthTronics Proposal should be conducted before making any final determination regarding the April 2009
HealthTronics Proposal. Upon concluding its evaluation of the April 2009 HealthTronics Proposal, should the
Endocare board of directors determine that the April 2009 HealthTronics Proposal is not a Superior Proposal under the
Merger Agreement, the Endocare board of directors will promptly provide Endocare s stockholders with all additional
information material to such stockholders regarding its evaluation, including the reasons underlying the Endocare
board of directors conclusions regarding the Galil Merger and the April 2009 HealthTronics Proposal and the
advantages of the Galil Merger over the April 2009 HealthTronics Proposal, through the filing and distribution to
Endocare stockholders of a prospectus supplement to the Form S-4 of which this proxy statement/prospectus forms a
part. The Endocare board of directors expects to complete its evaluation by May 15, 2009 which will provide
Endocare stockholders with a reasonable amount of time to receive and review the prospectus supplement containing
the Endocare board of directors conclusions regarding the Galil Merger and the April 2009 HealthTronics Proposal
and to submit their proxies prior to the Endocare special meeting. In the event that the Endocare board of directors
final determination with respect to the April 2009 HealthTronics Proposal is delayed, Endocare will allow at least 10
calendar days from the date the prospectus supplement is mailed prior to holding its special meeting, even if such
delay requires Endocare to temporarily postpone the special meeting. Endocare stockholders should understand that,
until they have received the prospectus supplement, they may not have the most up-to-date information regarding the
Endocare board of directors evaluation of the April 2009 HealthTronics Proposal and should consider waiting to
provide their proxies for the Endocare special meeting until the Endocare board of directors announces its
determination with respect to the April 2009 HealthTronics Proposal. There can be no assurances that the Endocare
board of directors will determine that the April 2009 HealthTronics Proposal constitutes a Superior Proposal or, if it
makes such a determination, that a transaction with HealthTronics will be consummated.
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Proposal 3:
Approval of the Endocare, Inc. 2009 Stock Incentive Plan

As of March 31, 2009, an aggregate of 1,652,102 shares of common stock remained available under Endocare s

existing equity plans for the grant of equity compensation awards. In addition, as of such date, awards covering
2,144,219 shares were outstanding under Endocare s existing equity plans. Endocare s board of directors believes that
the number of shares currently available are insufficient to allow the combined company to continue to make

substantial use of stock-based incentives to attract, retain and motivate qualified employees, officers, non-employee
directors and eligible non-employee service providers. In order to increase the aggregate number of shares available

for stock-based incentives, Endocare s board of directors approved, subject to stockholder approval, the 2009 Stock
Incentive Plan (the 2009 Plan ) on January 21, 2009, to make available 5,000,000 shares of Endocare s common stock
for stock-based awards. Endocare s board of directors is submitting the 2009 Plan to the stockholders for their approval
at the special meeting.

The approval of both Proposals 1 and 2 is required for completion of the Merger. In addition, unless the
Merger is completed, the Endocare, Inc. 2009 Stock Incentive Plan will not be implemented by Endocare,
whether or not approved by the Endocare stockholders.

Why You Should Vote for the 2009 Plan

Endocare s board of directors recommends that Endocare s stockholders approve the 2009 Plan because it believes
Endocare s ability after the Merger to grant an appropriate number of equity-based awards continues to be crucial in
allowing Endocare to effectively compete for key employee talent against other companies. It is in the long-term
interest of Endocare and its stockholders to strengthen the ability to attract, motivate and retain employees, officers,
directors, consultants, agents, advisors and independent contractors, and to provide additional incentive for those
persons through stock ownership and other incentives to improve operations, increase profits and strengthen the
mutuality of interest between those persons and Endocare s stockholders.

Promotion of Good Corporate Governance Practices

Endocare s board of directors believes the use of equity incentive awards promotes best practices in corporate
governance by maximizing stockholder value. By providing participants in the 2009 Plan with a stake in Endocare s
success, the interests of the participants are aligned with those of Endocare s other stockholders. The 2009 Plan will
provide incentives to plan participants to operate Endocare in the most efficient way possible.

Specific features of the 2009 Plan that are consistent with good corporate governance practices include, but are not
limited to:

options may not be granted with exercise prices lower than the fair market value of the underlying shares on
the grant date;

there can be no repricing of options or stock appreciation rights issued under the 2009 Plan without stockholder
approval, either by canceling the award in exchange for another award, option or stock appreciation right with
an exercise price that is less than the exercise price of the original award, or by reducing the exercise price of
the option or stock appreciation right, other than in connection with a change in Endocare s capitalization;
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the ability to issue full-value awards (awards other than options and stock appreciation rights) is limited by
requiring that these awards count one and a half times as much as options and stock appreciation rights against
the authorized number of shares issuable under the 2009 Plan;

the administrator of the 2009 Plan has discretion to pay to holders of restricted stock and restricted stock units
their awards in cash or shares of common stock, according to the current cash or capitalization needs of
Endocare; and

there can be no recycling of shares from exercised awards, meaning shares of common stock subject to an
award cannot be made available for issuance if the shares were subject to a stock-settled stock appreciation
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right and were not issued in the net settlement, were used to pay the exercise price of an option, were delivered
or withheld to pay the withholding taxes related to an award, or were repurchased on the open market with the
proceeds of an option award.

Need to Remain Competitive

Endocare s board of directors believes the use of incentive equity awards is an integral component of compensation for
Endocare s employees. Employees consider equity awards an important part of their total compensation, and they
expect these awards when they join Endocare. Consequently, Endocare s board of directors believes Endocare must
continue to award its employees with equity awards to maintain its competitive position.

Section 162(m) of the Code

Endocare s board of directors believes that it is in the best interests of Endocare and its stockholders to provide for an
incentive plan under which certain stock-based and/or cash compensation awards made to Endocare s executive
officers can qualify for deductibility by Endocare for federal income tax purposes. Accordingly, the 2009 Plan has

been structured in a manner such that awards under it can satisfy the requirements for performance-based
compensation within the meaning of Section 162(m) of the Code ( Section 162(m) ). In general, under Section 162(m),
in order for Endocare to be able to deduct compensation in excess of $1 million paid in any one year to Endocare s
Chief Executive Officer or any of Endocare s three other most highly compensated executive officers (other than
Endocare s Chief Financial Officer), such compensation must qualify as performance-based. One of the requirements
of performance-based compensation for purposes of Section 162(m) is that the material terms of the performance
goals under which compensation may be paid be disclosed to and approved by Endocare s stockholders. For purposes
of Section 162(m), the material terms include (i) the employees eligible to receive compensation, (ii) a description of
the business criteria on which the performance goal is based and (iii) the maximum amount of compensation that can

be paid to an employee under the performance goal. With respect to the various types of awards under the 2009 Plan,
each of these aspects is discussed below, and stockholder approval of the 2009 Plan will be deemed to constitute
approval of each of these aspects of the 2009 Plan for purposes of the approval requirements of Section 162(m).

Summary of the Plan

The following is a description of the material features of the 2009 Plan. The description does not purport to be
complete and is qualified in its entirety by reference to the full text of the 2009 Plan which is attached to this proxy
statement/prospectus as Annex C and incorporated herein by reference. Stockholders are encouraged to read the text
of the 2009 Plan in its entirety.

Purpose

The purpose of the 2009 Plan is to enable Endocare and its subsidiaries after the Merger to attract, retain and motivate
their directors, officers, employees and service providers, and to further align the interests of such persons with those
of the stockholders of Endocare by providing for or increasing the proprietary interest of such persons in Endocare.
Eligible Participants

Any person who is a current or prospective officer or employee of Endocare or its subsidiaries, and any director of
Endocare or other service provider retained to provide consulting, advisory or other services to Endocare or its

subsidiaries, is eligible to be considered for the grant of awards under the 2009 Plan. As of March 31, 2009,
approximately 117 employees and 5 non-employee directors were eligible to participate in the 2009 Plan.
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The maximum number of shares of common stock of Endocare that may be issued pursuant to awards granted under

the 2009 Plan will be 5,000,000 (subject to adjustments to prevent dilution), plus any shares subject to outstanding

awards under Endocare s 2004 Stock Incentive Plan, 1995 Stock Plan and 1995 Director Option Plan (collectively, the
Prior Plans ) as of the effective time of the Merger, that on or after such date cease for any reason to be subject to such
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awards (other than by reason of exercise or settlement of the awards to the extent they are exercised for or settled in
vested and nonforfeitable shares). No shares reserved for issuance under the Prior Plans will be transferred for
issuance under the 2009 Plan. No awards will be made under the Prior Plans after the effective time of the Merger.
The aggregate number of shares issued under the 2009 Plan will equal only the number of shares actually issued upon
exercise or settlement of an award and will not include shares subject to awards that have been canceled, expired or
forfeited.

Tax Code Limitations

The aggregate number of shares subject to awards granted under the 2009 Plan during any calendar year to any one
participant shall not exceed 1,500,000 shares; provided, however, that for the year in which a participant commences
employment or service with Endocare, this limit will be increased to 3,000,000 shares. The aggregate number of
shares that may be issued pursuant to the exercise of incentive stock options granted under the 2009 Plan shall not
exceed 5,000,000 (plus any shares subject to outstanding awards under Prior Plans as of the effective time of the
Merger that on or after such date cease for any reason to be subject to such awards (other than by reason of exercise or
settlement of the awards to the extent they are exercised for or settled in vested and non-forfeitable shares)), which
number is subject to antidilution adjustment to the extent that such adjustment will not affect the status of any option
intended to qualify as an incentive stock option under Code Section 422. The maximum cash amount payable pursuant
to that portion of an incentive bonus granted in any calendar year to any participant under the 2009 Plan that is
intended to satisfy the requirements for performance-based compensation under Section 162(m) of the Code shall not
exceed $3,000,000.

Administration

The 2009 Plan will be administered by a committee of Endocare s board of directors consisting of two or more
directors, each of whom is (1) a non-employee director within the meaning of Rule 16b-3 promulgated under the
Exchange Act and (2) is an outside director within the meaning of the regulations adopted under Code

Section 162(m), provided however, that with respect to any award that is not intended to satisfy the conditions of
Rule 16b-3 under the Exchange Act or Code Section 162(m)(4)(c), the committee may appoint one or more separate
committees composed of one or more directors of Endocare (who may but need not be members of the Compensation
Committee of Endocare) and may delegate to any such subcommittees the authority to grant awards under the 2009
Plan to eligible persons, to determine all terms of such awards, and to administer the plan or any aspect of it. Subject
to the provisions of the 2009 Plan, the administrator has the power to do all things necessary or desirable in
connection with the administration of the 2009 Plan.

Amendments

Endocare s board of directors may amend, alter or discontinue the 2009 Plan or any agreement or other document
evidencing an award made under the plan, but, except as provided pursuant to the anti-dilution adjustment provisions
of the plan, no such amendment may be made without the approval of the stockholders of Endocare if such
amendment would require stockholder approval by law or under the NASDAQ Capital Market listing requirements, if
applicable.

No amendment may impair the rights of any participant under an award without their consent, provided that no
consent is required prior to any change of control of Endocare if the amendment is advisable in order for Endocare or
the 2009 Plan or award to satisfy any law or regulation, or meet the requirements of or avoid adverse financial

accounting consequences under any accounting standard.

Awards
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The 2009 Plan authorizes the administrator to grant awards to eligible participants in the form of incentive and
nonqualified stock options, stock appreciation rights, restricted stock and restricted stock units, any of which may be
performance-based, and for incentive bonuses, which may be paid in cash or stock or a combination thereof.
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The administrator of the 2009 Plan may grant an option to purchase common stock of Endocare, either from time to
time in the discretion of the administrator or automatically upon the occurrence of specified events, such as the
achievement of performance goals, or the satisfaction of an event or condition. Options may be incentive stock options
that qualify under Code Section 422 ( Incentive Stock Options ) or nonstatutory stock options ( Nonqualified Stock
Options ).

The exercise price per share of common stock subject to an option granted under the 2009 Plan must equal or exceed
100% of the fair market value of such common stock on the date the option is granted, except that:

the exercise price of an option may be higher or lower in the case of options granted to an employee of a
company acquired by Endocare in assumption and substitution of options held by such employee at the time
such company is acquired; and

the exercise price of an incentive stock option granted to an individual owning more than 10% of the combined
voting power of all classes of Endocare stock must equal or exceed 110% of the fair market value of such
common stock.

In no event will the exercise price per share of common stock subject to an option that is intended to qualify as
performance based compensation under Code Section 162(m) be less than 100% of the fair market value of such
common stock on the date the option is granted. On April 29, 2009, the fair market value of a share of common stock

of Endocare was $0.97.

Unless the administrator provides for a shorter period, the maximum term of an option granted under the 2009 Plan,
including any Incentive Stock Options, will be 10 years from the date of its grant, except that Incentive Stock Options
granted to an individual who, at the time the option is granted to such individual, owns more than 10% of the
combined voting power of all classes of stock of Endocare will have a term no greater than 5 years from the date of
grant. Options granted under the 2009 Plan will vest according to a schedule determined by the administrator,
provided however, that no option, other than non-employee director options, may first become exercisable within one
year from the date of grant, other than upon the death or disability of a participant or a change of control of Endocare.

The administrator will determine the acceptable forms of payment of the exercise price of an option, which may
include: (1) cash, (2) shares of capital stock of Endocare, (3) an irrevocable commitment by a broker to pay over the
amount from a sale of shares issuable under an option, (4) delivery of previously owned shares, (5) withholding of
shares or (6) any combination of the above.

Incentive Bonus

An incentive bonus award is an award which confers upon the participant the opportunity to earn a future payment
tied to the level of achievement with respect to one or more performance criteria established for a specified
performance period. The maximum amount payable pursuant to an incentive bonus award granted under the 2009 Plan
for any fiscal year to any participant that is intended to satisfy the requirements for performance based compensation
under Section 162(m) cannot exceed $3,000,000.

Restricted Stock and Restricted Stock Units

Restricted stock is an award or issuance of shares of common stock of Endocare, the grant, issuance, retention, vesting
and/or transferability of which is subject, during specified periods of time, to such conditions (including continued
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employment or performance conditions) and terms as the administrator deems appropriate. Restricted stock units are
awards denominated in units of shares of common stock of Endocare under which the issuance of shares is subject to
such conditions (including continued employment or performance conditions) and terms as the administrator deems
appropriate. The administrator will determine the extent to which awards of restricted stock and restricted stock units
may be settled in cash, shares of common stock of Endocare, or a combination of the above. Participants receiving
restricted stock awards are entitled to the voting and dividend rights of the shares of common stock underlying the
awards. Participants receiving restricted stock unit awards are not entitled to the
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voting rights of the underlying shares of common stock, and are entitled to the dividend rights only to the extent
determined by the administrator.

Stock Appreciation Rights

A stock appreciation right is an award pursuant to which a participant, for each right subject to the award, may be
entitled to receive the amount, if any, by which the fair market value of a share of common stock of Endocare on the
date of exercise exceeds a measurement value, multiplied by the number of shares of common stock with respect to
which the award relates. The measurement value of a stock appreciation right must equal or exceed the fair market
value of a share of common stock of Endocare on the date of the grant. Stock appreciation rights may be granted either
in tandem with or as a component of other awards granted under the 2009 Plan ( Tandem SARs ) or as a stand-alone
award ( Stand-Alone SARs ). The grant, retention, vesting and/or transferability of the stock appreciation right is
subject during specified periods of time to such conditions and terms as the administrator of the 2009 Plan deems
appropriate. The stock appreciation right may be paid in cash or shares of common stock of Endocare or a
combination of the two, in the discretion of the administrator. Unless the administrator provides for a shorter period,
the maximum term of a stock appreciation right granted under the 2009 Plan will be 10 years from the date of grant.

Performance Criteria

For purposes of the 2009 Plan, qualifying performance criteria means the following criteria, individually, alternatively
or in any combination, applied to either Endocare as a whole or to a business unit, subsidiary or one or more joint
ventures, either individually, alternatively or in any combination, and measured either annually or cumulatively over a
period of years, on an absolute basis or relative to a pre-established target, to previous years results or to a designated
comparison group, in each case as specified by the administrator in the award:

cash flow (before or after dividends) earnings per share (including stock price
earnings before any one or more of
interest, taxes, depreciation and

amortization)
return on equity total stockholder return return on capital (including return
on total capital or return on invested
capital)
return on inventory, assets or net market capitalization economic value added
assets
debt leverage (debt to capital, debt to  revenue income or net income
equity or other leverage criteria)
operating income, or net operating operating profit or net operating operating, gross or pretax margin
income profit
return on operating revenue cash from operations operating ratio
operating revenue market share SG&A ratio
borrowing capacity and other liquidity  inventory turnover, increase or income from joint ventures
criteria reduction
interest coverage shareholders equity or book value overhead or other cost reduction
per share
brand recognition/acceptance product launch targets customer service
customer or employee satisfaction product development or release the sales of assets or subsidiaries

schedules or new product innovation
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To the extent consistent with Section 162(m) of the Code, the administrator may appropriately adjust any evaluation
of performance under a qualifying performance criteria to (i) eliminate the effects of charges for restructurings,
discontinued operations, extraordinary items and all items of gain, loss or expense determined to be
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extraordinary or unusual in nature or related to the disposal of a segment of a business or related to a change in
accounting principle all as determined in accordance with standards established by opinion No. 30 of the Accounting
Principles Board (APA Opinion No. 30) or other applicable or successor accounting provisions, as well as the
cumulative effect of accounting changes, in each case as determined in accordance with generally accepted accounting
principles or identified in Endocare s financial statements or notes to the financial statements, and/or (ii) exclude any
of the following events that occurs during a performance period: (A) asset write-downs, (B) litigation, claims,
judgments or settlements, (C) the effect of changes in tax law or other such laws or provisions affecting reported
results, (D) accruals for reorganization and restructuring programs and (E) accruals of any amounts for payment under
the 2009 Plan or any other compensation arrangement maintained by Endocare.

Change of Control of Endocare

The administrator has the discretion to provide, either at the time an award is granted or thereafter, that a change of
control of Endocare will have such effect as specified by the administrator, or no effect. Without limiting this
discretion, the 2009 Plan provides for automatic accelerated vesting and termination (upon consummation of the
transaction) of any awards granted under the 2009 Plan that are not assumed, continued or replaced in connection with
the change of control. The 2009 Plan further provides that if awards under the 2009 Plan are assumed, continued or
replaced in a change of control transaction, the vesting of the assumed, continued or replaced award will be
accelerated in the event of a termination of the participant s employment without cause within one year of the change
of control transaction.

Deferral

The administrator has the discretion to provide that payment of awards granted under the 2009 Plan may be deferred
by the recipient to the extent permitted under Section 409A(a)(1)(B) of the Code.

Termination

The 2009 Plan will terminate on the tenth anniversary of its approval by Endocare s stockholders, unless Endocare s
board of directors terminates it sooner.

Federal Income Tax Treatment

The following is a brief description of the federal income tax treatment that will generally apply to awards made under
the 2009 Plan, based on federal income tax laws currently in effect. The exact federal income tax treatment of awards
will depend on the specific nature of any such award and the individual tax attributes of the award recipient. This
summary is not intended to be a complete analysis and discussion of the federal income tax treatment of the 2009
Plan, and does not discuss gift or estate taxes or the income tax laws of any municipality, state or foreign country.

Incentive Stock Options

Options granted under the 2009 Plan may qualify as Incentive Stock Options within the meaning of Code Section 422.
If an optionee exercises an Incentive Stock Option in accordance with its terms and does not dispose of the shares
acquired within two years from the date of the grant of the Incentive Stock Option or within one year from the date of
exercise (the Required Holding Periods ), an optionee generally will not recognize ordinary income and Endocare will
not be entitled to any deduction, on either the grant or the exercise of the Incentive Stock Option. An optionee s basis
in the shares acquired upon exercise will be the amount paid upon exercise. Provided an optionee holds the shares as a
capital asset at the time of sale or other disposition of the shares, an optionee s gain or loss, if any, recognized on the
sale or other disposition will be capital gain or loss. The amount of an optionee s gain or loss will be the difference
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between the amount realized on the disposition of the shares and the optionee s basis in the shares. The gain or loss

will be long-term capital gain or loss if the shares are held for at least one year after exercise of the option; otherwise,
it will be short-term.

If, however, an optionee disposes of the acquired shares at any time prior to the expiration of the Required Holding
Periods, then (subject to certain exceptions), the optionee will recognize ordinary income at the time of
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such disposition which will equal the excess, if any, of the lesser of (1) the amount realized on such disposition or

(2) the fair market value of the shares on the date of exercise, over the optionee s basis in the shares. Endocare
generally will be entitled to a deduction in an amount equal to the amount of ordinary income recognized by an
optionee. Any gain in excess of such ordinary income amount will be a short-term or long-term capital gain,

depending on the optionee s holding period. If an optionee disposes of such shares for less than the optionee s basis in
the shares, the difference between the amount realized and the optionee s basis will be short-term or long-term capital
loss, depending upon the holding period of the shares.

Nongqualified Stock Options

In general, there are no tax consequences to the optionee or to Endocare on the grant of a Nonqualified Stock Option.
On exercise, however, the optionee generally will recognize ordinary income equal to the excess of the fair market
value of the shares as of the exercise date over the purchase price paid for such shares, and Endocare will be entitled
to a deduction equal to the amount of ordinary income recognized by the optionee. Provided the shares received under
a Nonqualified Stock Option are held as a capital asset, upon the subsequent disposition of the shares the optionee will
recognize capital gain or loss in an amount equal to the difference between the proceeds received upon disposition and
his or her basis for the shares. The basis will be equal to the sum of the price paid for the shares and the amount of
income realized upon exercise of the option. Any capital gain or loss to the optionee will be characterized as
long-term or short-term, depending upon the holding period of the shares.

Stock Appreciation Rights

Generally, the recipient of a Stand-Alone SAR will not recognize any taxable income at the time the Stand-Alone
SAR is granted. If the employee receives the appreciation inherent in the SARs in cash, the cash will be taxable as
ordinary compensation income to the employee at the time that it is received. If the employee receives the
appreciation inherent in the Stand-Alone SARs in stock, the employee will recognize ordinary compensation income
equal to the excess of the fair market value of the stock on the day it is received over any amounts paid by the
employee for the stock.

With respect to Tandem SARs, if a holder elects to surrender the underlying option in exchange for cash or stock
equal to the appreciation inherent in the underlying option, the tax consequences to the employee will be the same as
discussed above relating to Stand-Alone SARs. If the employee elects to exercise the underlying option, the holder
will be taxed at the time of exercise as if he or she had exercised a nonqualified stock option (discussed above), i.e.,
the employee will recognize ordinary income for federal tax purposes measured by the excess of the then fair market
value of the shares over the exercise price.

In general, there will be no federal income tax deduction allowed to Endocare upon the grant or termination of
Stand-Alone SARs or Tandem SARs. However, upon the exercise of either a Stand-Alone SAR or a Tandem SAR,
Endocare will be entitled to a deduction for federal income tax purposes equal to the amount of ordinary income that
the employee is required to recognize as a result of the exercise, provided that the deduction is not otherwise
disallowed under the Code.

Restricted Stock and Restricted Stock Units

Upon grant of restricted stock or restricted stock units, a participant generally will not have taxable income. Instead,

he or she will recognize ordinary income in the first taxable year in which his or her interest in the shares underlying
the award becomes either (i) freely transferable or (ii) no longer subject to substantial risk of forfeiture (e.g., vested).
However, a holder of a restricted stock award may elect to recognize income at the time he or she receives the award
in an amount equal to the fair market value of the shares underlying the award less any amount paid for the shares on
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amount as a participant recognizes ordinary income.

101

Table of Contents 218



Edgar Filing: ENDOCARE INC - Form S-4/A

Table of Contents
Incentive Bonus

Receipt of a cash incentive bonus will cause the participant to recognize ordinary income with respect to such award
at the earliest time at which the participant has an unrestricted right to receive the amount of the cash payment, and
Endocare will be entitled to a corresponding deduction.

Golden Parachute Provisions

The terms of awards granted under the 2009 Plan may provide for accelerated vesting or payment of an award in

connection with a change of control of Endocare. In that event and depending upon the individual circumstances of

the recipient, certain amounts with respect to such awards may constitute excess parachute payments under the golden

parachute provisions of the Code. Pursuant to these provisions, a participant will be subject to a 20% excise tax on any
excess parachute payments and Endocare will be denied any deduction with respect to such payment.

Section 162(m)

Section 162(m) imposes a $1 million limit on the amount of compensation that may be deducted by Endocare in any
tax year with respect to Endocare s named executive officers, other than Endocare s Chief Financial Officer, including
any compensation relating to an award granted under the 2009 Plan.

Compensation that is considered to be performance-based will not have to be taken into account for purposes of the
$1 million limitation, and accordingly, should be deductible by Endocare without limitation under Section 162(m).
Options and other awards granted under the 2009 Plan may, at the administrator s discretion, be intended to be
performance-based compensation that qualifies for the exception from the $1 million limit.

Withholding Taxes

Endocare will generally be required to withhold applicable taxes with respect to any ordinary income recognized by a
participant in connection with awards made under the 2009 Plan. Whether or not such withholding is required,
Endocare will make such information reports to the Internal Revenue Service as may be required with respect to any
income (whether or not that of an employee) attributable to transactions involving awards.

Other Information

On March 31, 2009, (i) 1,324,228 shares were covered by stock options granted under Endocare s existing stock
incentive plans, at exercise prices ranging from $0.95 to $63.69 per share, with a weighted average exercise price of
$12.50 and expiration dates ranging from August 3, 2009 to January 21, 2019; (ii) 532,351 shares were subject to
awards of restricted stock units granted under the existing stock incentive plans, (iii) 287,640 shares were subject to
deferred stock units granted under the existing stock incentive plans; (iv) 891,610 shares remained available to support
additional awards under Endocare s 2004 Stock Incentive Plan; (v) 642,803 shares remained available to support
additional awards under Endocare s Employee Deferred Stock Unit Program; and (vi) 117,689 available to support
additional awards under Endocare s Non-Employee Director Deferred Stock Unit Plan.

Information about stock option and performance share awards granted in 2008 to the Chief Executive Officer, Chief
Financial Officer and the three other most highly compensated executive officers can be found in the table under the

heading Outstanding Equity Awards at 2008 Fiscal Year-End on page 173 of this proxy statement/prospectus.

Pursuant to the terms of the 2009 Plan, a copy of Endocare s financial statements will be made available to each
participant on an annual basis to the extent required by applicable law.
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Participation in the 2009 Plan is in the discretion of the administrator. Accordingly, future participation by executive
officers, other employees and directors under the 2009 Plan is not determinable. In addition, the benefits under the
2009 Plan that would have been received by or allocated to such persons for the last completed fiscal year had it been
in effect cannot be determined.
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The 2009 Plan is not exclusive and does not limit the authority of Endocare s board of directors or the administrator to
adopt such other incentive arrangements as they may deem desirable.

Additionally, upon consummation of the Merger, it is expected that approximately 723,039 shares of Endocare
common stock will be issuable pursuant to the Galil options assumed in the Merger, and 121 Galil employees and
approximately 26 eligible Galil consultants will be eligible to participate in the 2009 Plan.

Due in large part to market and general economic circumstances external to Endocare s business, Endocare s stock
price has fallen over the past two years, which has caused a significant number of its outstanding stock option awards
to be out-of-the-money (meaning the exercise price of the option is greater than the market price of a share of
Endocare s common stock). The Compensation Committee of Endocare believes, as a result of these options being
out-of-the-money, the options fail to provide the appropriate long-term incentive for performance and retention of
Endocare s employee optionees. The Endocare Compensation Committee has therefore considered the possibility of
seeking stockholder approval of a one-time exchange of certain options that would allow Endocare to cancel
out-of-the-money stock options currently held by some of its employees (including potentially employees joining
Endocare as a result of the Merger) in exchange for the issuance of new stock options or restricted stock units. If the
Compensation Committee determines that it is in Endocare s best interest to proceed with such an exchange, shares
available under the 2009 Plan may be used for such purpose, however, Endocare does not intend to proceed with such
an exchange without stockholder approval.

Equity Compensation Plan Information

The following table provides information as of December 31, 2008 with respect to the shares of our common stock
that may be issued under our existing equity compensation plans.

A B C
Remaining Available
for
Weighted
Average Future Issuance Under
Number of Securities
to Exercise Price of  Equity Compensation
be Issued Upon
Exercise Outstanding Plans (Excluding
of Outstanding Options,
Options, Warrants Securities Reflected in
Plan Category Warrants and Rights and Rights Column A)
Equity Compensation Plans Approved
by Security Holders 1,693,959(1) $ 11.56(3) 702,548(5)
Equity Compensation Plans not
Approved by Security Holders 291,010(2) $ 34.50(4) 840,311(6)
Total 1,984,969 $ 12.35(3)(4) 1,542,859

(1) Consists of 425,583 shares to be issued upon the exercise of options outstanding under the 1995 Stock Plan,
21,668 shares to be issued upon the exercise of options outstanding under the 1995 Director Option Plan,
859,945 shares to be issued upon the exercise of options outstanding under the 2004 Stock Incentive Plan and
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386,763 shares to be issued upon the vesting of RSUs outstanding under the 2004 Stock Incentive Plan.

(2) Consists of 46,666 shares to be issued upon the exercise of options outstanding under the 2002 Supplemental
Stock Plan, an aggregate of 78,363 DSUs held by employees under our Employee DSU Program and an
aggregate of 165,981 DSUs held by non-employee directors under our Non-Employee Director DSU Program.

(3) The RSUs referred to above in footnote (1) are disregarded for purposes of calculating the weighted average
exercise price because the RSUs do not have any exercise price.

(4) The DSUs referred to above in footnote (2) are disregarded for purposes of calculating the weighted average
exercise price because the DSUs do not have any exercise price.

(5) Consists of shares available for future issuance under the 2004 Stock Incentive Plan. The number of shares of
common stock available for issuance under the 2004 Stock Incentive Plan automatically increases on the first
trading day of each calendar year by an amount equal to 3% of the total number of shares of common stock
outstanding on the last trading day of the immediately preceding calendar year, but in no event will any such
annual increase exceed 333,333 shares of common stock.

(6) Consists of 606,292 shares available for future issuance under the Employee DSU Program and 234,019 shares
available for future issuance under the Non-Employee Director DSU Program.
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The above table does not include information for equity compensation plans assumed by us in connection with
mergers and acquisitions of the companies which originally established those plans. As of December 31, 2008, a total
of 1,621 shares of our common stock were issuable upon exercise of outstanding options under those assumed plans.
The weighted average exercise price of those outstanding options is $21.75 per share. No additional options may be
granted under those assumed plans.

Required Vote

The affirmative vote of the holders of a majority of the shares of Endocare s common stock present in person or
represented by proxy and voting on such matter at the special meeting is required for approval of Proposal 3.
Abstentions and broker non-votes will not vote on the matter, and therefore will have no effect on the outcome of the
proposal.

Recommendation of Board of Directors

Endocare s board of directors unanimously recommends that Endocare s stockholders vote FOR Proposal 3 to approve
the Endocare, Inc. 2009 Stock Incentive Plan.
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Proposal 4:
Approval of Amendment to Endocare s Restated Certificate of Incorporation
General

At the special meeting, Endocare s stockholders will be asked to approve an amendment to Endocare s Restated
Certificate of Incorporation, as amended (the Amendment ), in order to increase the total number of shares of capital
stock that Endocare is authorized to issue from 51,000,000 shares to 76,000,000 shares by increasing the total number
of authorized shares of common stock from 50,000,000 shares to 75,000,000 shares.

The approval of both Proposals 1 and 2 is required for completion of the Merger. In addition, unless the
Merger is completed, the Amendment will not be filed with the Delaware Secretary of State and the number of
shares of capital stock that Endocare is authorized to issue will not be increased, whether or not approved by
Endocare s stockholders.

On January 21, 2009, Endocare s board of directors approved the Amendment in the form attached hereto as
Appendix D, subject to stockholder approval, and directed that the Amendment be submitted to a vote of Endocare s
stockholders. Endocare s board of directors has determined that the Amendment is in the best interest of Endocare and
its stockholders and recommends approval by Endocare s stockholders. Pursuant to the Delaware General Corporation
Law, Endocare is required to obtain stockholder approval to adopt the Amendment.

If the Amendment is approved by Endocare s stockholders, the Amendment will become effective upon the filing with
the Delaware Secretary of State, which filing is expected to occur promptly after the effective time of the Merger.

Endocare s Restated Certificate of Incorporation, as amended, currently authorizes the issuance of up to

50,000,000 shares of common stock. As of the record date for the special meeting of Endocare s stockholders, there
were 11,925,244 shares of common stock issued and outstanding, 3,838,233 shares reserved for issuance pursuant to
the terms of Endocare s equity incentive plans and 1,383,750 shares reserved for issuance pursuant to the terms of
Endocare s outstanding warrants, leaving 32,852,773 shares of common stock available for future issuances.

Endocare expects to issue an additional 11,199,195 shares of common stock in the Merger, including the Escrow
Shares, reserve an additional 723,039 shares of common stock for issuance pursuant to Galil options assumed in the
Merger, issue an additional 16,250,000 shares of common stock in the Financing and reserve an additional 1,201,681
for issuance pursuant to the terms of Endocare s outstanding warrants, as a result of the antidilution adjustment under
the warrants resulting from the Financing. Assuming the issuance and reservation for issuance of these shares in the
Merger and the Financing, the number of shares of common stock that will be available for future issuance will be
3,478,858. Endocare s board of directors believes that increasing the number of shares of common stock that Endocare
is authorized to issue from 50,000,000 shares to 75,000,000 shares will provide Endocare with additional flexibility to
issue common stock when advantageous market conditions present themselves. Endocare currently has no specific
plans or understandings with respect to the issuance of any other common stock except as described in this proxy
statement/prospectus.

The additional shares of common stock being authorized by the Amendment might be issued at times and under
circumstances as to have a dilutive effect on earnings per share or the percentage ownership interest of the present
holders of our common stock, none of whom have preemptive rights under our Restated Certificate of Incorporation,
as amended, to subscribe for additional securities that we may issue.
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The provisions of the Amendment discussed above summarize certain provisions of the Amendment and are
qualified in their entirety by reference to the text of the Amendment, which is attached hereto as Appendix D.
Before making a voting decision on this Proposal 4, stockholders are urged to read the entire text of the
Amendment.
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Required Vote

The affirmative vote of the holders of a majority of the outstanding shares of Endocare common stock as of the record
date is required to approve the proposed Amendment to Endocare s Restated Certificate of Incorporation, as amended.
As a result, abstentions and, if applicable, broker non-votes will be treated as votes against the proposal.

Recommendation of Board of Directors

Endocare s board of directors unanimously recommends that Endocare s stockholders vote FOR Proposal 4 to approve
the amendment to Endocare s Restated Certificate of Incorporation, as amended, to increase the total number of shares
of capital stock that Endocare is authorized to issue from 51,000,000 shares to 76,000,000 shares by increasing the

total number of authorized shares of common stock from 50,000,000 shares to 75,000,000 shares.
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Proposal 5:
Approval of Possible Adjournment of the Special Meeting
General

If Endocare fails to receive a sufficient number of votes to approve Proposals 1 through 4, Endocare may propose to
adjourn the special meeting, if a quorum is present, for a period of not more than 30 days for the purpose of soliciting
additional proxies to approve Proposals 1 through 4. Endocare currently does not intend to propose adjournment at the
special meeting if there are sufficient votes to approve Proposals 1 through 4.

Required Vote

The affirmative vote of the holders of a majority of the shares of Endocare s common stock present in person or
represented by proxy and voting on such matter at the special meeting is required for approval of Proposal 5. The
persons named in the enclosed proxy form will have the discretion, unless otherwise noted on any proxy form, to vote
to adjourn or postpone the special meeting, subject to applicable law. No proxy that is voted against Proposals 1
through 4 will be voted in favor of any adjournment or postponement of the special meeting.

Recommendation of the Board of Directors

Endocare s board of directors unanimously recommends that Endocare s stockholders vote FOR Proposal 5 to approve
a possible adjournment of the special meeting.
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INFORMATION ABOUT THE COMPANIES
Endocare, Inc.
Overview

Endocare is a specialty medical device company focused on improving patients lives through the development,
manufacturing and distribution of health care products for cryoablation. Our strategy is to strengthen cryoablation s
position in the prostate and renal cancer markets and to further develop and increase the acceptance of our technology
in the interventional radiology and oncology markets for treatment of liver and lung tumors as well as palliative
intervention (treatment of pain associated with metastases). At the same time, we seek to achieve penetration across
additional markets with our proprietary cryoablation technology. The term cryoablation refers to the creation inside
the body of extremely low freezing temperatures which causes the destruction of cells within tissue and tumors, for
therapeutic purposes. The term cryoablation technology refers to technology relating to the use of ice in surgical
procedures, including cryoablation procedures.

Today, our FDA-cleared Cryocare Surgical System is used in the urological market for treatment of prostate and renal
cancer. Because of our initial concentration on prostate and renal cancer, the majority of our sales and marketing
resources are directed toward the promotion of our technology to urologists. We also employ a dedicated sales team
focused on the interventional radiology market in which our products are used to treat renal, liver and lung cancer and
for palliative intervention. In addition to selling our cryoablation systems and disposable products to hospitals and
mobile service companies, we also contract directly with hospitals for the use of our Cryocare Surgical System and
disposable products on a fee-for-service basis for a small portion of our business.

We were incorporated under the laws of the State of Delaware in May 1994. We maintain our principal executive
offices at 201 Technology Drive, Irvine, California 92618, and our telephone number at that address is

(949) 450-5400. Information regarding our financial condition and results of operations can be found in a separate
section of this proxy statement/prospectus, beginning on page 133. We previously owned Timm Medical
Technologies, Inc., a company focused on erectile dysfunction products. We sold Timm Medical to UK-based
Plethora Solutions Holdings plc on February 10, 2006.

Advent of Cryoablation

Throughout the past two decades, the medical community has moved increasingly toward minimally invasive
treatments for destroying cancerous tumors. This shift has been prompted by a variety of medical innovations
including (1) major advancements in our ability to image or see inside the body using visualization technologies;
(2) ablative technologies such as cryoablation, which can be performed from outside the body percutaneously, and
(3) more precise methods for diagnosing, characterizing and targeting tumors inside the body.

Endocare is a pioneer of modern cryoablation, a minimally invasive procedure that freezes tissue to destroy tumor

cells. Cryoablation was first developed in the 1960s and focused on the prostate cancer market. The early cryoablation
technology, which used cold probes, or cryoprobes, was explored as a method to kill prostate tissue but was limited by
imprecise targeting techniques and the inability to control the amount of tissue frozen during the procedure.

In more recent years, progress in ultrasound imaging and the advent of the Endocare Cryocare Surgical System and

later Cryocare CS'™ Surgical System prompted the further evolution of cryoablation. Ultrasound allows a physician to
guide the cryoprobes to the targeted tissue where the freezing system can be activated and the growth of ice around the
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diseased tissue can be more precisely controlled and monitored.
Existing Markets for Cryoablation

Endocare initially focused on developing treatments for prostate cancer. Incidence of prostate cancer has grown since
1980 and that disease is now the second most common cause of cancer-related deaths among men in the United States.
The American Cancer Society in 2008 estimated there would be approximately 186,000 new cases of prostate cancer
diagnosed and approximately 28,000 deaths associated with the disease in the United States during 2008. Prostate
cancer incidence and mortality increase with age. Prostate cancer is found most often in men who are

108

Table of Contents 229



Edgar Filing: ENDOCARE INC - Form S-4/A

Table of Contents

over the age of 50. According to the American Cancer Society, about 64 percent of men diagnosed with prostate
cancer are age 65 or older. Incidence rates are higher in African American men. In addition to age and race, other risk
factors are linked to prostate cancer, such as genetics, diet and exposure to environmental toxins.

Recently, we have added a new focus: the growing renal, or kidney, cancer market. The American Cancer Society
estimates that approximately 54,000 people are diagnosed with renal cancer each year. Recent data, including
five-year outcomes presented by The Cleveland Clinic for laparoscopic renal cryoablation and a Mayo Clinic study
presented at the Radiological Society of North America conference in November 2007, have demonstrated the
effectiveness of cryoablation in the destruction of renal tumors leading to increased cancer-free rates for patients when
performed as a percutaneous procedure (without making an incision). Based on a recommendation from the American
Medical Association, Medicare in 2007 created a clinical reimbursement code for percutaneous renal cryoablation.

Other treatments that make up our competition in the prostate and renal cancer markets generally include surgery,
radiation (both external beam and seed, or brachytherapy) and other ablative treatments. Cryoablation is a minimally
invasive procedure the urologists can perform independently. For radiation therapies, urologists must refer a patient
for treatment to a radiation oncologist. Cryoablation offers the urologist both the opportunity to maintain continuity of
patient care and to generate additional revenue, while providing clinical results on par with or superior to other
treatment modalities.

Potential Future Markets

Endocare hopes to place a renewed emphasis on four other cancer markets within our currently FDA-cleared
indications for use: liver metastases, lung, a broad market called palliative intervention, which includes tumors that
have metastasized to such areas of the body as the bones, and an expansion of the prostate cancer market called focal
or partial gland treatment.

According to American Cancer Society estimates, in the United States approximately 215,000 people a year will be
diagnosed with lung cancer and approximately 21,000 will be diagnosed with liver cancer.

The bone cancer market, which is estimated to be 100,000 patients annually, is considered an important opportunity
because of recent studies led by physicians at The Mayo Clinic. Initial results indicate that cryoablation could play a
significant role in the treatment of these patients because it first destroys these metastasized tumors, but in so doing it
also relieves the often debilitating and excruciating pain caused by the cancer. Based on the positive results of an
initial study at The Mayo Clinic in the use of cryoablation as a treatment to relieve bone pain, the National Cancer
Institute of the National Institutes of Health is supporting a multi-center study comparing the pain-reducing palliative
effects of cryoablation and radiation therapy for patients who are experiencing focal pain from cancer that has
metastasized 