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Volcano and CardioSpectra entered into an Agreement and Plan of Merger (“Agreement”) through 

which Volcano acquired CardioSpectra.  See FAC ¶¶ 2-3; Aftahi Decl. ¶ 2, Ex. A, Agreement at 1.  

Prior to merger with Volcano, CardioSpectra was in the business of developing Optical Coherence 

Tomography (“OCT”) technology.  FAC ¶¶ 9, 15. 

The Agreement required Volcano to pay $25.2 million for the acquisition of CardioSpectra 

and required Volcano to pay additional compensation upon achievement of specified “Milestones.”  

FAC ¶¶ 3, 21.  In order to protect CardioSpectra’s shareholders’ interests, the Agreement imposed 

obligations on Volcano “to act in good faith and to use commercially reasonable efforts to cause each 

of the Milestones to be achieved on or before” the specified date for each.  Id. ¶ 5.  The FAC 

summarizes the Milestone payments as follows: 

Milestone 1: payment of $11 million upon approval by U.S., Japanese, or European 
regulators of a first-generation OCT System on or before December 31, 2009. 

Milestone 2: payment of $10 million upon approval by U.S. regulators of a 
“productized” OCT System on or before December 31, 2010. 

Milestone 3: payment of $10 million upon cumulative cash sales of OCT Products 
(including consoles (OCT laser light sources, processors, application software, data 
storage devices, printers and other related components), patient interface modules and 
pull-back devices (also referred to as a PIM) and OCT catheters or wands used to 
conduct visualization) totaling $10 million within 3 years of U.S. regulatory approval 
of a “productized” OCT System or otherwise on or before December 31, 2013. 

Milestone 4: payment of $7 million upon cumulative cash sales of OCT Products 
(including consoles (OCT laser light sources, processors, application software, data 
storage devices, printers and other related components), patient interface modules and 
pull-back devices (also referred to as a PIM) and OCT catheters or wands used to 
conduct visualization) totaling $25 million within 4 years of U.S. regulatory approval 
of a “productized” OCT System or otherwise on or before December 31, 2014. 

Id. ¶ 21. 

Volcano achieved the first Milestone (“Milestone 1”) and paid $11 million to Plaintiffs.  Id. ¶ 

25.  The second Milestone (“Milestone 2”) was to be triggered by the achievement of certain 

regulatory approvals for a defined OCT System, whereas the third and fourth Milestones 

(respectively, “Milestone 3” and “Milestone 4”) was to be triggered upon the achievement of certain 

sales volumes for the specified OCT Products.  Id. ¶ 21; Agreement § 2.5(a)(ii)-(iv).  If and when 

Milestones 2-4 were achieved, Volcano could be obligated to pay up to $27 million in additional 

Milestone Merger Consideration payments.  Id.  ¶¶ 8, 21; Agreement § 2.5(a). 
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