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PART I
ITEM 1. BUSINESS
FORWARD-LOOKING STATEMENTS

Certain of the statements contained in this Aniegbort on Form 10-K are forward-looking and conggtforward-looking statements
within the meaning of the Private Securities Litiga Reform Act of 1995. In addition, from timditoe we may publish forward-looking
statements relating to such matters as anticipfitethcial performance, business prospects, techgiokd developments, new products,
research and development activities and other aspefoour present and future business operatiomssaimilar matters that also constitute si
forward-looking statements. These statements involve kao@runknown risks, uncertainties, and other fastbat may cause our or our
industry's actual results, levels of activity, pemiance, or achievements to be materially diffefeorh any future results, levels of activity,
performance, or achievements expressed or implexlibh forwartlooking statements. Such factors include, amohgrahings, unforeseen
changes in the course of research and developnuotinitees and in clinical trials; possible changescost and timing of development and
testing, capital structure, and other financialrite; changes in approaches to medical treatmemntpdhiction of new products by others;
possible acquisitions of other technologies, assetsisinesses; possible actions by customers lisuppstrategic partners, potential stratec
partners, competitors and regulatory authorities,veell as those listed under "Risk Factors" belowl alsewhere in this Annual Report
Form 1(-K. In some cases, you can identify forward-loolstegements by terminology such as "expect”, "gte", "estimate”, "plan”,
"believe" and words of similar import regarding t@®mpany's expectations. Forwalmbking statements are only predictions. Actuahtver
results may differ materially. Although we beli¢lat our expectations are based on reasonable gsgans within the bounds of our
knowledge of our industry, business and operatiarescannot guarantee that actual results will niffied materially from our expectations. In
evaluating such forward-looking statements, yowsthspecifically consider various factors, includithe risks outlined under "Risk Factors."
The discussion of risks and uncertainties set fortinis Annual Report on Form 14is not necessarily a complete or exhaustiveolistll risks
facing the Company at any particular point in tiftée operate in a highly competitive, highly regethaind rapidly changing environment &
our business is in a state of evolution. Therefitris, likely that new risks will emerge, and titla¢ nature and elements of existing risks will
change, over time. It is not possible for managerteepredict all such risk factors or changes therer to assess either the impact of all such
risk factors on our business or the extent to wigich individual risk factor, combination of factos new or altered factors, may cause res
to differ materially from those contained in anyward-looking statement. We disclaim any obligatiomevise or update any forward-looking
statement that may be made from time to time lmy 08 our behalf.

GENERAL

Founded in 1982 as Cheung Laboratoried avitision of using thermotherapy to treat canoer ather diseases, Celsion Corporation
("Celsion" or the "Company" or "we") is a biotechwogy company. Celsion's core business activithésdevelopment of products to treat
various types of cancer and to commercialize tippeducts to generate a return on investment fatiskholders through one of several me
including (a) selling products directly to end ss€b) selling products through a distributor; &aglicensing its technology to third parties and
generating income through royalties and milestaangments.

In 2001, the Company concentrated its nession commercializing a second generation tragtsyestem for Benign Prostatic
Hyperplasia (BPH) with the goal of using the furggmerated from that product to develop cancerrnreat drugs based on a heat activated
liposome technology licensed from Duke Universitiie Prolieve Thermodilatation system for the tresttrof BPH was approved by the Food
and Drug Administration (the "FDA") in 2004 and wasrketed by Celsion's
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exclusive distributor Boston Scientific CorporatigBoston Scientific* or "BSC"). On June 21, 208aston Scientific exercised its option to
purchase the Prolieve assets and technology fon#0n. The funds generated from the sale offhelieve assets are being used in the
development of cancer treatment drugs, includirg@bmpany's first drug, ThermoDox®.

In 2005, the Company made a strategic decisionstmdtinue the development of new thermotherapyocgsvand has since disposed o
device development business. In November 2005Ctmpany reached an agreement to sell its heat#etigene technology to TCT, Inc, and
in January 2006, the Company sold its breast carneatiment device to its founder and former Chieddttive Officer, Dr. Augustine Cheung.

The Company is now focused on developingglifor the treatment of various cancer indicatidie first of these development projects
involves ThermoDox, our proprietary heat activdtpdsome containing doxorubicin. The Company plendevelop ThermoDox for multiple
cancer indications where it believes that ThermoBway enhance the therapeutic benefit offered bstiexj thermotherapy devices. The
Company is conducting various clinical trials rethito ThermoDox. Celsion recently completed a Phdsse escalation study on the treatn
of liver cancer and is nearing completion of a secBhase | study related to the use of a singldasimulation of ThermoDox. In January
2008, the FDA provided written Agreement with then@pany's application for a Special Protocol AssesgrifSPA") for its Pivotal Phase Il
Primary Liver Cancer Trial. The Company anticipatasolling the first patient in that study by thedeof the first quarter of 2008. Additional
the Company is conducting a Phase | multiple dogen label study of the safety and pharmacokinati€ecurrent Chest Wall Cancer
("RCW™") patients. On January 15, 2008, the FDA ted a favorable written comment to Celsion ongheposed Open Label, Single Arm
Phase Il study in patients with RCW. The Compangrids to begin the Phase Il as soon as the Plsaisgyl in completed, which is anticipated
to be by the end of 2008.

For certain indications the Company maykdeensing partners to share in the developmedtcammercialization costs. The Company
will also evaluate licensing products from thirdtpss for cancer treatments involving novel drugslmg-delivery systems to expand its
development pipeline.

Our principal offices are located at 102204d Columbia Road, Columbia, Maryland and ouepglone numbers are (410) 290-5490 and
(800) 262-0394. The Company's website is www.celsiam

The Company makes available free of chdrgmigh its website, www.celsion.com, its annugbré on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K, and all admeents to those reports as soon as reasonabljcpide after such material is
electronically filed with or furnished to the Seities and Exchange Commission. In addition, copfesur annual report on Form 10-K will be
made available free of charge upon written requést. SEC also maintains an internet site that aesit@ports, proxy and information
statements and other information regarding isstetsfile periodic and other reports electronicaligh the Securities and Exchange
Commission. The address of that site is www.sec.gbe material on our website is not a part of hisual Report on Form 10-K.

THERMODOX (DOXORUBICIN ENCAPSULATED IN HEAT-ACTIVAT ED LIPOSOME)

Conventional liposomes are manufactured Bpheres that can carry drugs and delay themimdition by the body, allowing the drugs to
remain in the bloodstream for extended periodgwaé t However, the currently available liposome ddegjvery products used to treat cance
not provide for targeting of organ specific tumors.

A team of Duke University scientists deyad heat-sensitive liposomes comprised of threée tiplecules, one of which rapidly changes
structure when heated to a threshold minimum teatpes of 39° to 42° C, thereby creating openingh@liposome allowing it to release its
drug rapidly.




In 1999, Celsion obtained an exclusive camuialization license from Duke University to tipioprietary heat-sensitive liposome
technology for the delivery of a wide range of druln partnership with Duke University, Celsion leasapsulated doxorubicin, an approved
and frequently used cancer drug, in its investigeti heat-activated liposome product, ThermoDoxsiGe intends to use various available
focused-heat technologies to provide localizedihgaif tumors to trigger the release of doxorubitom ThermoDox after intravenous
administration. As these liposomes circulate withie tumor tissue and tumor vasculature, the lpegplied heat causes the rapid release of
doxorubicin within the targeted tumor. Celsion beés that this approach can deliver greater coraté@nis of drug directly to the tumor, while
having the potential to improve conventional chemeocapy.

Animal studies have demonstrated thatrit@venous administration of ThermoDox, in combovatvith targeted heat, to the tumor can
produce tumor tissue concentrations higher thanatizieved in the same experiments with traditiamalon-heat sensitive liposomal
doxorubicin formulations when given at the sameedas ThermoDox. Celsion is pursuing primary livenaer as its lead indication for
ThermoDox. The Company is also evaluating the jpddgiof using ThermoDox or other chemotherapeatients encapsulated in its heat
activated liposome to treat other cancers.

Liver Cancer Overview

Primary liver cancer (hepatocellular capciva or "HCC") is one of the most common and deadftams of cancer worldwide. It is
estimated that up to 90% of liver cancer patieritisdie within five years of diagnosis. There apgpeoximately 20,000 new cases per year of
HCC in the U.S. With the inclusion of liver metasta from other cancers (e.g. colon, lung, brets), the total number of cases of liver cancer
in the U.S. increases significantly.

Although the standard treatment for livancer is surgical excision of the tumor, up to 88f%patients are ineligible for surgery at time of
diagnosis as early stage liver cancer generallyfdhasymptoms and when finally detected the tumequdently is too large for surgery. There
are few alternative treatments, since radiationame and chemotherapy are largely ineffective.tborors generally up to about two inches in
diameter, radiofrequency ablation ("RFA") is a coomly utilized treatment approach which directly tiegs the tumor tissue through the
application of high temperatures by a probe inseiné the core of the tumor.

Celsion's Approach

While RFA uses extremely high temperat(885-100° C) to ablate the tumor, it may fail tedt micrometasteses in the outer margins of
ablated tumors because temperatures in the peyiphay not be high enough to destroy the cances.defical recurrence can be a problem
especially for tumors greater than about threeiwetérs in diameter. Celsion's ThermoDox treatnagproach is designed to utilize the ability
of RFA devices to ablate the center of the tumoiterimultaneously thermally activating the TherntoDiposome to release its encapsulated
doxorubicin to kill remaining viable cancer cellsdughout the heated region, including the tumdatadn margins. This treatment is intended
to deliver the drug directly to those cancer cit survive RFA. This approach will also incredse delivery of the drug at the desired tumor
site while potentially reducing drug exposure dista the tumor site.

Liver Cancer Phase | Trial

In the second quarter of 2007, the Compamgpleted the first Phase | single dose escalatinital trial that investigated ThermoDox in
combination with RFA for the treatment of primarydametastatic liver cancer. The study was carrigdabthe National Cancer Institute
("NCI"), which is part of the National Institute$ ldealth ("NIH") and Queen Mary Hospital in Hong K
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In February 2007, the Company initiateééeond Phase | dose escalation study designedestigate simplification of the current
RFA/ThermoDox treatment regimen including a singéd formulation of ThermoDox and a reduction oé toretreatment prophylactic dosin
The study also allows multiple dosing in liver canpatients. This clinical trial is currently beipgrformed by the North Shore Long Island
Jewish Health System. The first patient in thislgtwas treated during February 2007, and the Coynpapects to complete treatment of all
patients by the second quarter of 2008.

Liver Cancer Phase Ill Trial

In January 2008, the company received ewrifigreement from the FDA for its application foBpecial Protocol Assessment ("SPA") for
its Pivotal Phase Il Primary Liver Cancer Triahelstudy is designed to demonstrate the efficadshefmoDox in combination with RFA. T
study will incorporate approximately 40 clinicalesi in North America, Italy, China, Taiwan, Hongri¢p and Korea and is planned to enroll a
total of 600 patients. The Company expects to étivelfirst patient in the study by the end of finst quarter of 2008.

Recurrent Chest Wall Breast Cancer Overview

Studies at Duke University and other centeve indicated that heat may improve the thetapaction of non-temperature sensitive
liposomal doxorubicin formulations in advanced laegional breast cancer. Celsion, in collaboratigth Duke University, has decided to
explore the potential of ThermoDox to treat a pagioh of advanced breast cancer patients with tegienal chest wall disease or recurrent
chest wall breast cancer ("RCW").

RCW cancer is a condition which afflictdipats that have undergone a mastectomy, surgesntove a cancerous breast, and occurs in
about 15,000 patients annually in the United Stafthsre is currently no generally effective therameapproach for this condition. As a result,
many of these patients die within two years ofltwal recurrence of their breast cancer.

As in the liver cancer program, the Compasgs a commercially available thermotherapy degi@etivate ThermoDox at the desired
target site. In the case of RCW tumors, the heatcgowill be a microwave thermotherapy device whictiesigned to heat the target tissue to a
temperature adequate to activate ThermoDox buallate the tissue as with RFA.

Breast Cancer Phase | Trial

Celsion has provided a research grant teeDiniversity and provides ongoing clinical supplaé ThermoDox to support a Phase |
multiple dose, open label study of the safety damarmacokinetics in RCW patients. Duke enrolledfifs patient in May 2006. Due to a delay
in their enrollment during 2007, the Company deditteadd a second site to the study at New Yorkéhsity ("NYU") in early 2008. It is
expected that patient enroliment in the study eollnmence by the end of the first quarter of 2008tz completed the third quarter of 2008.
The results of the study will determine a safe dedavel for use in subsequent studies.

Breast Cancer Phase Il Trial

On January 15, 2008, the FDA provided afalgle written response to Celsion's proposal fio®pen Label, Single Arm Phase Il study in
patients with RCW. The agency agreed with the papepulation as defined by Celsion, an objectasponse endpoint, and confirmed that,
depending on the final data obtained, this studydcbe used to support an NDA. In light of this jtiwe response from the FDA, Celsion is
planning and working diligently to enable this Pidisstudy to commence as soon as a safe doseuitipla ThermoDox treatments per
patient, in this patient population, is




determined from the Phase I. Celsion anticipatasttiis Phase Il study will commence enrolimerg [at2008 and will be completed in 2009.
RESEARCH AND DEVELOPMENT

Celsion engages in a limited amount ofaede and development in its own facilities, andaad sponsors the majority of its research
programs in partnership with various researchtinsbdins, including Duke University. Our expenditsifer research and development were
approximately $8.2 million, $9.3 million, and $10rillion for the years ended December 31, 2007 6281@d 2005, respectively.

CONDUCT OF CLINICAL TRIALS

Celsion monitors its clinical trials usiogntract research organizations, or CROs, to moitgdrials. Use of CROs enables Celsion to
perform high quality clinical trials without the @@ to hire staff and build infrastructure to sugrch trials and to retain all rights to, and
control over, its product candidates. We havetustd a formal process for requesting and reviewirggposals from, and interviewing,
prospective CROs in advance of the initiation afteaf our clinical trials. Following this process,December 2004, we retained Theradeas®
our CRO in connection with the ThermoDox/RFA Philseer cancer study, and in December 2007, Phaghand Excel were retained to
conduct the Phase Il Liver Cancer Study.

FDA REGULATION
Research and Development

Our research and development activities;atinical tests and clinical trials and, ultimgtethe manufacturing, marketing and labeling of
our products, are subject to extensive regulatiothb FDA. The Federal Food, Drug and Cosmetic thet,Public Health Service Act and the
regulations promulgated by the FDA govern, amotgiothings, the testing, manufacture, safety, &€fjc labeling, storage, record keeping,
approval, advertising, promotion, import and exmdrour products.

Under these statutes, our heat-activapestimes will be regulated as a new drug. The stafisarily required before such products can
be marketed in the U.S. include (a) pre-clinical atinical studies; (b) the submission to the FCfAao application for, or approval as an
Investigational New Drug ("IND") which must becormfective before human clinical trials may commen(cg adequate and well-controlled
human clinical trials to establish the safety affit&cy of the product; (d) the submission to tH2Aof a New Drug Application ("NDA"); and
(e) FDA approval of the application, including apyal of all product labeling.

Pre-clinical tests include laboratory eion of product chemistry, formulation and stdpjlas well as animal studies to assess the
potential safety and efficacy of the product. Rieical safety tests must be conducted by laborasahat comply with FDA regulations
regarding Good Laboratory Practice. The resulfgrefclinical tests are submitted to the FDA as p&en IND and are reviewed by the FDA
before the commencement of human clinical trialgor8ission of an IND will not necessarily resultiBA authorization to commence clinical
trials, and the absence of FDA objection to an li\i2s not necessarily mean that the FDA will ultiehatipprove a NDA or that a product
candidate otherwise will come to market.

Clinical trials involve the administratiaf therapy to humans under the supervision of diftgchprincipal investigator. Clinical trials
must be conducted in accordance with Good Cliriizattices under protocols submitted to the FDAaasgf an IND. Also, each clinical trial
must be approved and conducted under the ausfiegsioternal review board, or IRB, and with patigriormed consent. An IRB will
consider, among other things, ethical factors,thedsafety of human subjects and the possiblditiabf the institution conducting the clinical
trials.




Clinical trials are typically conductedtimo or three sequential phases, but the phaseowaalap. Phase | clinical trials involve the initia
introduction of the therapy to a small number dijsats. Phase Il trials are generally larger tri@lisducted in the target population. Phase II
studies may serve as the pivotal trials, providhmgdemonstration of safety and effectiveness reduor approval. However, the FDA may
require additional, post-market trials as a conditof approval. In the case of drugs and biologizatucts, Phase Il clinical trials generally are
conducted in a target patient population to gagividence about the pharmacokinetics, safety anddiaal or clinical efficacy of the drug for
specific indications, to determine dosage toleraraoptimal dosage and to identify possible agveffects and safety risks. When a drug or
biological compound has shown evidence of efficaiegt an acceptable safety profile in Phase Il etialos, Phase Ill clinical trials are
undertaken to serve as the pivotal trials to detnatesclinical efficacy and safety in an expandatigmt population.

There can be no assurance that any oflimical trials will be completed successfully withany specified time period or at all. Either the
FDA or we may suspend clinical trials at any tinfi¢he FDA, our Data Monitoring Committee, or wenotude that clinical subjects are being
exposed to an unacceptable health risk or for of@sons. The FDA inspects and reviews clinical sites, informed consent forms, data from
the clinical trial sites (including case reportrfar and record keeping procedures) and the perfarenafithe protocols by clinical trial person
to determine compliance with Good Clinical PradticEhe FDA also examines whether there was bitfseiconduct of clinical trials. The
conduct of clinical trials is complex and difficuispecially in pivotal Phase Il or Phase Il gidlhere can be no assurance that the design or
the performance of the pivotal clinical trial protds or any of our current or future product caathd will be successful.

The results of pre-clinical studies andickl trials, if successful, are submitted in aplegation for FDA approval to market the drug or
biological product for a specified use. The testingl approval process requires substantial timeeffod, and there can be no assurance that
any approval will be granted for any product at ime, according to any schedule, or at all. ThéAFDay refuse to accept or approve an
application if it believes that applicable regutstoriteria are not satisfied. The FDA may alsouieg additional testing for safety and efficacy.
Moreover, if regulatory approval is granted, therapal will be limited to specific indications. Titeecan be no assurance that any of our ct
product candidates will receive regulatory appreat marketing or, if approved, that approval Wil for any or all of the indications that we
request.

The FDA is authorized to require variousrudges, including NDA fees (currently up to $1rilion per application). The FDA may
waive or reduce such user fees under special cstamoes. We will seek waivers or reductions of feses where possible, but we cannot be
assured that we will be eligible for any such waimereduction.

Post-Approval Requirements

After receipt of necessary regulatory apple for initial manufacturing and sale of our puoticandidates, our contract manufacturing
facilities and products are subject to ongoingeevand periodic inspection. Each U.S. drug manufagy establishment must be registered
with the FDA. Manufacturing establishments in th&land abroad are subject to inspections by the &ml must comply with current Good
Manufacturing Practices. In order to ensure fudhtdcal compliance with such practices, manufactuneust expend funds, time and effort in
the areas of production and quality control. Initidd, the FDA may impose post-approval requirersent us, including the requirement that
we conduct specified post-marketing studies.




Inspections

We are subject to the periodic inspectibow clinical trials, facilities, procedures anpesations and/or the testing of our products by the
FDA to determine whether our systems and procesmseim compliance with FDA regulations. Followingch inspections, the FDA may issue
notices on Form 483 and warning letters that coalgse us to modify certain activities identifiedidg the inspection. A Form 483 notice is
generally issued at the conclusion of an FDA inipaa@nd lists conditions the FDA inspectors badievay violate FDA regulations. FDA
guidelines specify that a warning letter only isissued for violations of "regulatory significa for which the failure to adequately and
promptly achieve correction may be expected tolrés@an enforcement action.

Recalls

The FDA has the authority to require theafleof our products in the event of material digficies or defects in manufacture. A
governmentally mandated recall, or a voluntary lidyaus, could result from a number of eventsamtérs, including component failures,
manufacturing errors, instability of product or @etf in labeling.

Other FDA Regulations

We are also subject to recordkeeping apdrtang regulations. These regulations require, rgnather things, the reporting to the FDA of
adverse events alleged to have been associatedhwitise of a product or in connection with cerfaimduct failures.

Labeling and promotional activities alse exgulated by the FDA. We must also comply wittord keeping requirements as well as
requirements to report certain adverse eventsvinglour products. The FDA can impose other postketing controls on us as well as our
products including, but not limited to, restrict®oan sale and use, through the approval procagdatens and otherwise.

PRODUCT LIABILITY AND INSURANCE

Our business exposes us to potential ptdiility risks that are inherent in the testimganufacturing and marketing of human
therapeutic products. We presently have produbtifipinsurance limited to $10.0 million per in@dt, and if we were to be subject to a claim
in excess of this coverage or to a claim not cavéseour insurance and the claim succeeded, wednmeikequired to pay the claim out of our
own limited resources.

EMPLOYEES

As of December 31, 2007, we employed 1Btiile employees and also utilized the servicegast-time consultants from time to time.
None of our employees are covered by a collectargdining agreement, and we consider our relatidtisour employees to be goc

SEASONALITY

There is no significant predictable seakwagdation in the cost of our clinical programs.
COMPETITION
ThermoDox

Although there are many drugs and devicaskated and under development for the treatmecancer, the Company is not aware of any
other heat activated drug delivery product eitteing marketed or in human clinical development.
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LICENSES, PATENTS AND TRADEMARKS

With regard to Liposome patents licensedifiDuke University, the Company has filed two aiddil patents related to the formulation
and use of liposomes. Further, in relation to theepts licensed from Duke, the Company has licefreed Valentis, CA certain global rights
covering the use of pegylation for temperature iigadiposomes.

In 1999, the Company entered into a licagreement with Duke University under which the @any received exclusive rights (subject
to certain exceptions) to commercialize and used3uthermo-liposome technology.

In 2003, Celsion's obligations under ticetise agreement with respect to the testing andategy milestones and other licensed
technology performance deadlines were eliminatezkghange for a payment from Celsion in sharessa€ommon Stock. The license
agreement continues to be subject agreements ta payalty based upon future sales. In conjunctidh the patent holder, the Company
intends to file international applications for @éntof the United States patents.

The Company's rights under the licenseagent with Duke University extend for the longe26fyears or the end of any term for which
any relevant patents are issued by the United SRa&ent and Trademark Office. Currently, the Campeas rights to Duke's patent for its
thermo-liposome technology in the United Statedchvlexpires in 2018, and to future patents recebye®uke in Canada, Europe, Japan and
Australia, where it has patent applications pendirige European application can result in coveraghe European Community. For this
technology, the Company's license rights are wdddwincluding the United States, Canada, the ErmogfCommunity, Australia, Hong Kong,
and Japan.

In addition to the rights available to thempany under completed or pending license agreesinie Company relies on its own
proprietary know-how and experience in the develephand use of heat for medical therapies, whiehbmpany seeks to protect, in part,
through proprietary information agreements with &ypges, consultants and others. The Company caffastassurances that these
information agreements will not be breached, that@ompany will have adequate remedies for anychrea that these agreements, even if
fully enforced, will be adequate to prevent thimHy use of the Company's proprietary technologwil&rly, the Company cannot guarantee
that technology rights licensed to it by otherd wilt be successfully challenged or circumventedhirgl parties, or that the rights granted will
provide the Company with adequate protection.

ITEM 1A. RISK FACTORS

The following is a summary of the risk fat that we believe are most relevant to our bgsin€hese are factors that, individually or in
the aggregate, we think could cause our actualtsetsudiffer significantly from anticipated or hisical results. You should understand that
not possible to predict or identify all such fasto€onsequently, you should not consider the faligwo be a complete discussion of all
potential risks or uncertainties. We undertake biigation to publicly update forward-looking statents, whether as a result of new
information, future events, or otherwise. You adeised, however, to consult any further disclosueemake on related subjects in our reports
on forms 10-Q and 8-K filed with the SEC.

WE HAVE A HISTORY OF SIGNIFICANT LOSSES FROM CONTIN UING OPERATIONS AND EXPECT TO CONTINUE SUCH
LOSSES FOR THE FORESEEABLE FUTURE.

Since Celsion's inception in 1982, our exges have substantially exceeded our revenuedtimgsn continuing losses and an
accumulated deficit of $55.1 million at December 2007. Excluding the gain from the sale of Pradiewe incurred a loss from continuing
operations of $14.1 million for the year ended Deber 31, 2007. Because we presently have no resemgewe are committed to
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continuing our product research, development amaheercialization programs, we will continue to expece significant operating losses
unless and until we complete the development offb®ox and other new products and these produets been clinically tested, approved
by the FDA and successfully marketed.

WE DO NOT EXPECT TO GENERATE SIGNIFICANT REVENUE FO R THE FORESEEABLE FUTURE.

Since 1995, we have devoted our resourcdsveloping a new generation of products whichimkarious stages of development. We
not be able to market these products until we ltavepleted clinical testing and obtain all necesgmyernmental approvals. Accordingly, our
revenue sources are, and will remain, extremelitdignuntil our products are clinically tested, apprd by the FDA and successfully marketed.
We cannot guarantee that any or all of our prodwdtde successfully tested, approved by the FDAnarketed, successfully or otherwise, at
any time in the foreseeable future or at all.

IF WE DO NOT COLLECT THE RECEIVABLES FROM BOSTON SC IENTIFIC CORPORATION, WE MAY NOT BE ABLE TO
COMPLETE THE DEVELOPMENT, TESTING AND COMMERCIALIZA  TION OF OUR TREATMENT SYSTEMS.

As of December 31, 2007, we had approxitm&t®.9 million in cash, cash equivalents, and sterm investments. We also had
$30.0 million in receivables due to us from Bos8wientific. Should Boston Scientific default ondfsligations, we would need substantial
additional funding in order to complete the devebept, testing and commercialization of our liven@er and recurrent chest wall breast ca
treatment systems, as well as other potential medyets. Other than the $30.0 million due from BosBcientific, we do not have any
committed sources of financing and cannot offer assurances that alternate funding will be avalablk timely manner, on acceptable terms
or at all.

In the event of a default by Boston Sciéméind alternate, adequate funding is not avadlalve may be required to delay, scale back or
eliminate certain aspects of our operations ongitdo obtain funds through unfavorable arrangemeiith partners or others that may force
to relinquish rights to certain of our technologipsoducts or potential markets or that could ingposerous financial or other terms.
Furthermore, if we cannot fund our ongoing develeptrand other operating requirements, particuldudge associated with our obligations to
conduct clinical trials under our licensing agreatsgwe will be in breach of these licensing agreets and could therefore lose our license
rights, which could have material adverse effeat®or business.

WE HAVE NO INTERNAL SALES OR MARKETING CAPABILITY A ND MUST ENTER INTO ALLIANCES WITH OTHERS
POSSESSING SUCH CAPABILITIES TO COMMERCIALIZE OUR P RODUCTS SUCCESSFULLY.

We intend to market our products, if ancewlsuch products are approved for commercializdtjothe FDA, either directly or through
other strategic alliances and distribution arrangeis with third parties. There can be no assurtirateve will be able to enter into third-party
marketing or distribution arrangements on advargageerms or at all. To the extent that we do eintersuch arrangements, we will be
dependent on our marketing and distribution pastni@rentering into third-party marketing or dibtriion arrangements, we expect to incur
significant additional expense. There can be narasse that, to the extent that we sell produetscty or we enter into any commercialization
arrangements with third parties, such third pamigsestablish adequate sales and distributiorabdjties or be successful in gaining market
acceptance for our products and services.




OUR BUSINESS DEPENDS ON LICENSE AGREEMENTS WITH THIRD PARTIES TO PERMIT US TO USE PATENTED
TECHNOLOGIES. THE LOSS OF ANY OF OUR RIGHTS UNDER T HESE AGREEMENTS COULD IMPAIR OUR ABILITY TO
DEVELOP AND MARKET OUR PRODUCTS.

Our success will depend, in substantial, mer our ability to maintain our rights under lise agreements granting us rights to use pat
technologies. We have entered into license agresméth Duke University, under which we have exslagights to commercialize medical
treatment products and procedures based on Dilegtao-sensitive liposome technology. The Duke Uit license agreement contains a
license fee, royalty and/or research support pronss testing and regulatory milestones, and gtleeiormance requirements that we must r
by certain deadlines. If we were to breach thesaloer provisions of the license and research ageats, we could lose our ability to use the
subject technology, as well as compensation foreffiarts in developing or exploiting the technologyny such loss of rights and access to
technology could have a material adverse effeawrbusiness.

Further, we cannot guarantee that any patesther technology rights licensed to us by mthveill not be challenged or circumvented
successfully by third parties, or that the rightarged will provide adequate protection. We areraved published patent applications and is:
patents belonging to others, and it is not cleagtivr any of these patents or applications, orrqihtent applications of which we may not
have any knowledge, will require us to alter anpof potential products or processes, pay licenfdag to others or cease certain activities.
Litigation, which could result in substantial cqstgy also be necessary to enforce any patentsdgewr licensed by us or to determine the
scope and validity of others' claimed proprietaghts. We also rely on trade secrets and confideimformation that we seek to protect, in ¢
by confidentiality agreements with our corporatetpars, collaborators, employees and consultanescifinot guarantee that these agreements
will not be breached, that, even if not breachkdt they are adequate to protect our trade sethatsye will have adequate remedies for any
breach, or that our trade secrets will not othesviiecome known to, or will not be discovered incej@mtly by, competitors.

WE RELY ON THIRD PARTIES TO CONDUCT ALL OF OUR CLIN ICAL TRIALS. IF THESE THIRD PARTIES DO NOT
SUCCESSFULLY CARRY OUT THEIR CONTRACTUAL DUTIES, CO MPLY WITH BUDGETS AND OTHER FINANCIAL
OBLIGATIONS OR MEET EXPECTED DEADLINES, WE MAY NOT BE ABLE TO OBTAIN REGULATORY APPROVAL FOR
OR COMMERCIALIZE OUR PRODUCT CANDIDATES IN ATIMELY OR COST-EFFECTIVE MANNER.

We currently have only 18 full-time emplege We rely, and expect to continue to rely, ordtpiarty CROs to conduct all of our clinical
trials. We have contracted with Theradex to conductPhase I liver cancer trial and with Pharmadet Excel to conduct our Phase IlI liver
cancer study. Because we do not conduct our owitalitrials, we must rely on the efforts of otharsl cannot always control or predict
accurately the timing of such trials, the cost®eaisded with such trials or the procedures thafeltewed for such trials. We do not anticipate
significantly increasing our personnel in the femgble future and therefore, expect to continuelyoon third parties to conduct all of our
future clinical trials. If these third parties dotrsuccessfully carry out their contractual dutiesbligations or meet expected deadlines, if they
do not carry out the trials in accordance with etdd amounts, if the quality or accuracy of thaicél data they obtain is compromised due to
their failure to adhere to our clinical protocotsfor other reasons, or if they fail to maintaimgaiance with applicable government regulati
and standards, our clinical trials may be extendethyed or terminated or may become prohibitiegensive, and we may not be able to
obtain regulatory approval for or successfully coencialize our product candidates.
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OUR BUSINESS IS SUBJECT TO NUMEROUS AND EVOLVING STATE, FEDERAL AND FOREIGN REGULATIONS AND WE
MAY NOT BE ABLE TO SECURE THE GOVERNMENT APPROVALS NEEDED TO DEVELOP AND MARKET OUR
PRODUCTS.

Our research and development activities;atinical tests and clinical trials, and ultimgtéhe manufacturing, marketing and labeling of
our products, all are subject to extensive regutally the FDA and foreign regulatory agencies. dfirgeal testing and clinical trial
requirements and the regulatory approval procqssdlly take years and require the expenditureubktantial resources. Additional
government regulation may be established that corddent or delay regulatory approval of our pradiandidates. Delays or rejections in
obtaining regulatory approvals would adversely &ffaur ability to commercialize any product candésdaand our ability to generate product
revenues or royalties.

The FDA and foreign regulatory agenciesunegthat the safety and efficacy of product caatid be supported through adequate and
well-controlled clinical trials. If the results pivotal clinical trials do not establish the safatyd efficacy of our product candidates to the
satisfaction of the FDA and other foreign regulgtagencies, we will not receive the approvals nesgsto market such product candidates.
Even if regulatory approval of a product candidatgranted, the approval may include significamiiations on the indicated uses for which
product may be marketed.

We are subject to the periodic inspectibaw clinical trials, facilities, procedures anpevations and/or the testing of our products by the
FDA to determine whether our systems and processei® compliance with FDA regulations. Followingch inspections, the FDA may issue
notices on Form 483 and warning letters that coalase us to modify certain activities identifiedidg the inspection. A Form 483 notice is
generally issued at the conclusion of an FDA inipaand lists conditions the FDA inspectors badievay violate FDA regulations. FDA
guidelines specify that a warning letter is issaaty for violations of "regulatory significance"rfavhich the failure to adequately and promptly
achieve correction may be expected to result iardarcement action.

Failure to comply with FDA and other goverental regulations can result in fines, unanti@gdatompliance expenditures, recall or sei
of products, total or partial suspension of prottucaind/or distribution, suspension of the FDA\de@ of product applications, enforcement
actions, injunctions and criminal prosecution. Unclertain circumstances, the FDA also has the aityhto revoke previously granted product
approvals. Although we have internal compliancegpams, if these programs do not meet regulatorp@gstandards or if our compliance is
deemed deficient in any significant way, it coult/ a material adverse effect on the Company.

We are also subject to recordkeeping apdrting regulations. These regulations require, rrgrather things, the reporting to the FDA of
adverse events alleged to have been associatedhwitise of a product or in connection with cerfaimduct failures.

Labeling and promotional activities alse eegulated by the FDA. We must also comply wittord keeping requirements as well as
requirements to report certain adverse eventsvinglour products. The FDA can impose other postketing controls on us as well as our
products including, but not limited to, restrictoan sale and use, through the approval proceggat®ns and otherwise.

Many states in which we do or in the futoray do business or in which our products may It isgpose licensing, labeling or
certification requirements that are in additiorittose imposed by the FDA. There can be no assuthatene or more states will not impose
regulations or requirements that have a materiediae effect on our ability to sell our products.

In many of the foreign countries in whick wmay do business or in which our products mayol sve will be subject to regulation by
national governments and supranational agenciegthss by local agencies affecting, among othirgsy, product standards, packaging
requirements, labeling requirements, import restms, tariff requlations, duties and tax requiretse There can be no
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assurance that one or more countries or agenciesavimpose regulations or requirements that ddwdve a material adverse effect on our
ability to sell our products.

LEGISLATIVE AND REGULATORY CHANGES AFFECTING THE HE ALTH CARE INDUSTRY COULD ADVERSELY AFFECT
OUR BUSINESS.

There have been a number of federal antd ptaposals during the last few years to subfexpricing of health care goods and services to
government control and to make other changes tiltlied States health care system. It is uncevtdiich legislative proposals, if any, will be
adopted (or when) or what actions federal, statpriwate payors for health care treatment andisesvmay take in response to any health care
reform proposals or legislation. We cannot pretfieteffect health care reforms may have on oumessi and we can offer no assurances that
any of these reforms will not have a material adeeffect on our business.

THE SUCCESS OF OUR PRODUCTS MAY BE HARMED IF THE GOVERNMENT, PRIVATE HEALTH INSURERS AND OTHER
THIRD-PARTY PAYORS DO NOT PROVIDE SUFFICIENT COVERA GE OR REIMBURSEMENT.

Our ability to commercialize our new canteatment systems successfully will depend in parthe extent to which reimbursement for
the costs of such products and related treatmetitbenavailable from government health administiatauthorities, private health insurers and
other third-party payors. The reimbursement stafugewly approved medical products is subject ¢gmigicant uncertainty. We cannot
guarantee that adequate thparty insurance coverage will be available foraiedtablish and maintain price levels sufficiemtus to realize a
appropriate return on our investment in developiay therapies. Government, private health insiaedsother third-party payors are
increasingly attempting to contain health caresbgtlimiting both coverage and the level of reimgament for new therapeutic products
approved for marketing by the FDA. Accordingly, evEcoverage and reimbursement are provided byguovent, private health insurers and
third-party payors for uses of our products, madaegteptance of these products would be adversiegtad if the reimbursement available
proves to be unprofitable for health care providers

OUR PRODUCTS MAY NOT ACHIEVE SUFFICIENT ACCEPTANCE BY THE MEDICAL COMMUNITY TO SUSTAIN OUR
BUSINESS.

Our cancer treatment development projesitsguThermoDox plus RFA or microwave heating, argently in the early stages of clinical
trials. Any or all of these projects may prove twbe effective in practice. If testing and clidipaactice do not confirm the safety and efficacy
of our systems or, even if further testing and ficagproduce positive results but the medical comityuwdoes not view these new forms of
treatment as effective and desirable, our effartmarket our new products may fail, with mater@derse consequences to our business.

TECHNOLOGIES FOR THE TREATMENT OF CANCER ARE SUBJEC T TO RAPID CHANGE AND THE DEVELOPMENT OF
TREATMENT STRATEGIES THAT ARE MORE EFFECTIVE THAN O UR TECHNOLOGIES COULD RENDER OUR
TECHNOLOGIES OBSOLETE.

Various methods for treating cancer culyeaute, and in the future are expected to be, tigest of extensive research and development.
Many possible treatments that are being researdh&at;cessfully developed, may not require, or magplant, the use of our technologies.
The successful development and acceptance of angromore of these alternative forms of treatmenta render our technology obsolete ¢
cancer treatment method.
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WE MAY NOT BE ABLE TO HIRE OR RETAIN KEY OFFICERS O R EMPLOYEES THAT WE NEED TO IMPLEMENT OUR
BUSINESS STRATEGY AND DEVELOP OUR PRODUCTS AND BUSNESS.

Our success depends significantly on thrgicoed contributions of our executive officersgstific and technical personnel and
consultants, and on our ability to attract add#iiomersonnel as we seek to implement our businestegy and develop our products and
businesses. During our operating history, we hagggaed many essential responsibilities to a radbtismall number of individuals. However,
as our business and the demands on our key emgleypand, we have been, and will continue to lpiired to recruit additional qualified
employees. The competition for such qualified persd is intense, and the loss of services of aekay personnel or our inability to attract
additional personnel to fill critical positions ddwadversely affect our business. Further, we dacaay "key man" insurance on any of our
personnel. Therefore, loss of the services of leggnnel would not be ameliorated by the receiph@fproceeds from such insurance.

OUR SUCCESS WILL DEPEND IN PART ON OUR ABILITY TO G ROW AND DIVERSIFY, WHICH IN TURN WILL REQUIRE
THAT WE MANAGE AND CONTROL OUR GROWTH EFFECTIVELY.

Our business strategy contemplates gromthdiversification. Our ability to manage growtlfeetively will require that we continue to
expend funds to improve our operational, finanaia management controls, reporting systems aneég@uoes. In addition, we must effectivi
expand, train and manage our employees. We wilinable to manage our businesses effectively if igainable to alleviate the strain on
resources caused by growth in a timely and suagessfnner. There can be no assurance that we evdbite to manage our growth and a
failure to do so could have a material adversecefia our business.

WE FACE INTENSE COMPETITION AND THE FAILURE TO COMP ETE EFFECTIVELY COULD ADVERSELY AFFECT OUR
ABILITY TO DEVELOP AND MARKET OUR PRODUCTS.

There are many companies and other institstengaged in research and development of varémhsologies for cancer treatment
products that seek treatment outcomes similardseththat we are pursuing. We believe that the lelvigiterest by others in investigating the
potential of possible competitive treatments anerahtive technologies will continue and may inseedotential competitors engaged in all
areas of cancer treatment research in the Unite@$Sand other countries include, among othersymphjarmaceutical, specialized technology
companies, and universities and other researcitutiehs. Most of our current and potential comfume have substantially greater financial,
technical, human and other resources, and mayhalge far greater experience than do we, both irclimeal testing and human clinical trials
of new products and in obtaining FDA and other tatguy approvals. One or more of these companidésstitutions could succeed in
developing products or other technologies thanzoee effective than the products and technolodiaswe have been or are developing, or
which would render our technology and products tdis@and norcompetitive. Furthermore, if we are permitted tonoeence commercial sal
of any of our products, we will also be competwith respect to manufacturing efficiency and mairigtwith companies having substantially
greater resources and experience in these areas.

WE MAY BE SUBJECT TO SIGNIFICANT PRODUCT LIABILITY  CLAIMS AND LITIGATION.

Our business exposes us to potential ptdility risks inherent in the testing, manufaghg and marketing of human therapeutic
products. We presently have product liability irswre limited to $10.0 million per incident and €Lfillion annually. If we were to be subje
to a claim in excess of this coverage or to a claiicovered by our insurance and the claim suatbesle would be required to pay the claim
with our own limited resources, which could havaaterial adverse effect
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on our business. In addition, liability or alledebility could harm the business by diverting titéention and resources of our management anc
by damaging our reputation.

THE EXERCISE OF OUR OUTSTANDING OPTIONS AND WARRANT S COULD RESULT IN SIGNIFICANT DILUTION OF
OWNERSHIP INTERESTS IN OUR COMMON STOCK OR OTHER CO NVERTIBLE SECURITIES.

As of December 31, 2007, we had exercisaptmns outstanding enabling the holders theregiurchase a total of 782,825 shares of our
Common Stock. Additionally, there were 566,793 shassueable upon exercise of stock warrants. Xéreige prices of these options and
warrants range from $1.20 to $22.50 per share, aviteighted average exercise price of $11.43 pmesh

We had additional unvested and unexeraésaplions and warrants outstanding to purchaseahdb716,016 shares of our Common Si
at exercise prices ranging from $1.20 to $22.50share. Some of the prices are below the currerkehgrice of our Common Stock, which
has ranged from a low of $2.85 to a high of $4.1&rdhe 20 trading days ending December 31, 20d7ram a low of $5.15 to a high of $6.
over the 20 trading days ending March 14, 2008.

If holders of our options and warrants c®to exercise such instruments at prices beloyprineailing market price for our Common
Stock, the resulting purchase of a substantial mrmabshares of our Common Stock would have aidéwffect on our stockholders and could
adversely affect the market price of our issued@rtdtanding Common Stock. In addition, holdertheke options and warrants who have the
right to require registration of the Common Stockier certain circumstances and who elect to recuicé registration, or who exercise their
options or warrants and then satisfy the holdingogeand other requirements of Rule 144 of the 8ges Act, will be able to sell in the public
market shares of Common Stock purchased upon sechige.

WE HAVE NOT PAID DIVIDENDS IN THE PAST AND DO NOT | NTEND TO DO SO FOR THE FORESEEABLE FUTURE.

We have never paid cash dividends and damiicipate paying cash dividends in the foreskefiture. Therefore, our stockholders
cannot achieve any degree of liquidity with resgedheir shares of Common Stock except by seBinch shares.

OUR STOCK PRICE HAS BEEN, AND COULD BE, VOLATILE.

Market prices for our Common Stock andgeeurities of other medical, high technology conahave been volatile. Our Common
Stock had a high price of $7.67 and a low pric&1B3 in the 52-week period ending December 3172BActors such as announcements of
technological innovations or new products by ubyour competitors, government regulatory actidgigdtion, patent or proprietary rights
developments and market conditions for medicaltdagt technology stocks in general can have a sggmif impact on the market for our
Common Stock.

OUR STOCK HISTORICALLY HAS BEEN THINLY TRADED. THER EFORE, STOCKHOLDERS MAY NOT BE ABLE TO SELL
THEIR SHARES FREELY.

While our Common Stock is listed on The ND¥8) Stock Market, LLC (and previously on the AmaicStock Exchange), the volume of
trading historically has been relatively light. Thean be no assurance that our historically figtding volume, or any trading volume
whatsoever, will be sustained in the future. Thenefthere can be no assurance that our stockisoldiébe able to sell their shares of our
Common Stock at the time or at the price that thesire, or at all.
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ANTI-TAKEOVER PROVISIONS IN OUR CHARTER DOCUMENTS AND DE LAWARE LAW COULD PREVENT OR DELAY A
CHANGE IN CONTROL.

Our Certificate of Incorporation and Bylamsy discourage, delay or prevent a merger or attiqui that a stockholder may consider
favorable by authorizing the issuance of "blankctfi@referred stock. This preferred stock may Iseiésl by the Board of Directors (the
"Board"), on such terms as it determines, withouthfer stockholder approval. Therefore, the Boaay issue such preferred stock on terms
unfavorable to a potential bidder in the event thatBoard opposes a merger or acquisition. Intmadiour classified Board may discourage
such transactions by increasing the amount of tiewessary to obtain majority representation orBibexrd. We also have implemented a
stockholder rights plan and distributed rights o stockholders. When these rights become exeleistidese rights entitle their holders to
purchase one share of our Series C Junior PafiicipBreferred Stock at a price of $66.90 per emethousandth of a share of Series C
Preferred Stock. If any person or group acquiresentttan 15% of our Common Stock, the holders dftsdother than the person or group
crossing the 15% threshold) will be able to purehas exchange for the $66.90 exercise price, B8t our Common Stock or the stock of
any company into which we are merged. Because ftiigdsts may substantially dilute stock ownershipabgerson or group seeking to take us
over without the approval of our Board, our rightan could make it more difficult for a person @ogp to take us over (or acquire significant
ownership interest in us) without negotiating watlr Board regarding such a transaction. Certaiargihovisions of our Bylaws and of
Delaware law may also discourage, delay or preaghird party from acquiring or merging with usgeuf such action were beneficial to so
or even a majority, of our stockholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. ROPERTIES

We lease premises consisting of approxilyndi& 891 square feet of administrative office, dediory and workshop space at 10220-L Old
Columbia Road, Columbia, Maryland 21046-2391 franuaaffiliated party under a seven-year leasedkpires on October 31, 2010. Rent
expense for the year ended December 31, 2007 wasi$llion. Future minimum lease obligations ardaws:

For the year ending December 31: ($000s)
2008 $ 22¢
2009 21z
2010 18C
2011 —
2012 and beyon —
$ 62C
I

Celsion has adequate office and laboratpace for the foreseeable future.
ITEM 3. LEGAL PROCEEDINGS
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
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PART Il

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

MARKET PRICE FOR OUR COMMON STOCK

On February 8, 2008, our Common Stock bégdrade on The NASDAQ Stock Market. Previouslyr @ommon Stock traded on the
American Stock Exchange. The following table set#hfthe high and low sales prices for our CommtatiSreported by The American Stock
Exchange. The quotations set forth below do ndugreretail markups, markdowns or commissions.

High Low

YEAR ENDED DECEMBER 31, 200

First Quarter (January—March 31, 2006 $ 534 3.9
Second Quarter (April—June 30, 200€ $ 5.8¢ 1.9¢
Third Quarter (July —September 30, 200! $ 384 2.0z
Fourth Quarter (Octobe—December 31, 200t $ 277 1.8C
YEAR ENDED DECEMBER 31, 200

First Quarter (January—March 31, 2007 $ 54C $ 1.9
Second Quarter (April—June 30, 2007 $ 767 $ 3.5t
Third Quarter (July —September 30, 200° $ 666 $ 5.1C
Fourth Quarter (Octobe—December 31, 200° $ 6.08 $ 2.8t

(Reflects 15:1 reverse stock split effective Febyra, 2006).

On March 14, 2008, the last reported setegor our Common Stock on The NASDAQ Stock Mankeas $5.47 As of March 14, 2008,
there were approximately 380 holders of recorduf@ommon Stock.
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PERFORMANCE GRAPH

Under the rules and regulations of the SE€are required to include in this Annual Reparf@rm 10-K a line graph comparing the
cumulative total stockholder return on our Commaock with the cumulative total return of (1) a bdoequity market index that includes
companies whose equity securities are traded osatime stock exchange as our stock (American Steckdhge in 2007) and (2) a published
industry or line-of-business index. On Februar@®)8, the Company voluntarily moved the listingtefCommon Stock from the American

Stock Exchange to the NASDAQ Stock Market, LLC.

The Board of Directors recognizes thatrttegket price of shares is influenced by many fagtonly one of which is Company
performance. The stock performance shown on thghgganot necessarily indicative of future pricefpemance.

TOTAL RETURN TO STOCKHOLDERS
(Assumes $100 investment on 12/31/02)

350
300
250
w200
=
= 150
100 €
50
ﬂ i i i i ]
12/31/02 12/31/03 12/31/04 12/31/05 12/31/06 12/31/07
—{—— Celsion Corporation  — —f— — AMEX Healthcare Index - - ~@= -~ AMEX Major Market Index
Total Return Analysis 12/31/200z 12/31/200% 12/31/2004 12/31/200¢ 12/31/200€ 12/31/2007
Celsion Corporation $ 100.0C $ 304.65 $ 132.5¢ $ 62.7¢ $ 29.4¢ $ 46.0f
AMEX Healthcare Index $ 100.0C $ 182.0: $ 182.7¢ $ 211.8¢ $ 230.3¢ $ 92.3¢
AMEX Major Market Index $ 100.0C $ 120.8. $ 129.7¢ $ 122.1: $ 14177 $ 155.11

Source: CTA Integrated Communicatiomaw.ctaintegrated.cor803) 665-4200. Data from ReutersBRIDGE Data Neksor
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DIVIDEND POLICY

We have never declared or paid any casidetids on our Common Stock or other securitiestandot currently anticipate paying cash
dividends in the foreseeable future.

ISSUANCE OF SHARES WITHOUT REGISTRATION

On March 19, 2007, we issued 5,896 shar€mmon Stock, valued at $25,000, to Dr. Max Laska retainer for his services as
Chairman of the Board of Directors. AdditionallietCompany issued a total of 11,000 shares of Conback in 2007 to a consultant as
compensation for services. The total value of tieres was $44,000. These shares are restrictdd atat the certificates representing such
shares are endorsed with the Company's standdrittes$ stock legend, with a stop transfer insinrctecorded by the transfer agent.
Accordingly, Celsion views the shares issued as@térom registration under Sections 4(2) and/&) 4f the Securities Act of 1933, as
amended.

See also "Item 12. Security Ownership oft&e Beneficial Owners and Management and Rel&tedkholder Matters—Equity
Compensation Plan Information.”

ISSUER PURCHASES OF EQUITY SECURITIES

Issuer Purchases of Equity Securitie

Total Number of Maximum Number
Total Average Shares Purchased of Shares Available
Number Price as Part of Publicly for Purchase under
of Shares Paid per Announced Publicly
Period Purchased Share Programs Announced Programs

October —31, 2007 — — — |
November —30, 2007 _ _
December —31, 2007 659,73¢ $ 4.0 — —
Total 659,73¢ $ 4.0C — —

On December 7, 2007, the Company purch@s8(¥38 shares of its Common Stock that was heBldsgon Scientific Corporation. The
purchase price was $2.64 million, which is $4.00g®re.
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ITEM 6. SELECTED FINANCIAL DATA

The following table contains certain fin@iaata for Celsion for the five fiscal years edd®cember 31, 2007 and is qualified in its
entirety by, and should be read in conjunction wliithm 8. "Financial Statements and SupplementataDand Item 7. "Management's
Discussion and Analysis of Financial Condition &webults of Operations.” On June 21, 2007, the Compald its Prolieve assets to Boston
Scientific. All financial data related to the Pmle assets are presented as Discontinued Operatitivestable below. All prior periods have

been restated to reflect the discontinued opersition

Year Ended December 31,

2007 2006 2005 2004 2003
(Amounts in Thousands, Except Per Share Amounts)
STATEMENT OF OPERATIONS DATA
Operating expense
Research and developmt $ 8231 $ 6,09¢ $ 6,67¢ $ 7,688 $ 8,63¢
General and administrati\ 5,35¢ 4,057 3,69¢ 3,64¢ 5,14:
Total operating expens 13,58¢ 10,15z 10,37: 11,33: 13,78:
Loss from operation (13,585 (10,159 (10,379) (11,339 (13,787
Other income (expense
Gain on the sale of Celsion (Canada), L — 1,012 — — —
Other (expense)/income, r (457) (215) 97) 92 (137)
Interest incomt 66¢ 637 29¢ 23C 47
Interest expens (695) (1,109 (280) — —
Loss from continuing operations before income te (14,069 (9,829 (10,350 (11,19% (13,877
Income taxe: — — — — —
Loss from continuing operatiol (14,069 (9,829 (10,35() (11,199 (13,877
Discontinued Operatior
Income/(loss) from discontinued operations (inahigdgain or
sale of $48,029 in 200° 50,237 2,23¢ 1,66t (2,790 (559)
Income tax expens (819) — — — —
Income/(loss) from discontinued operatic 49,41¢ 2,23¢ 1,66t (2,790 (559)
Net income/(loss $ 35,34¢ % (7,58) $ (8,687 $ (13,98 $ (14,422
IEEEE———" . S S
Net loss from continuing operations per commone—basic $ 131 $ 0.92) $ 0.97) $ (1.0¢e) $ (1.6€)
IEEEE———" . S S
Net loss from continuing operations per common e—diluted $ 131 $ 092 $ 0.97) $ (1.0¢) $ (1.6€)
IEEEE———" . S S
Net income/(loss) from discontinued operationsqmnmon sha—basic $ 46C $ 021 $ 0.1€ $ 0.2¢) $ (0.07)
| | | | |
Net income/(loss) from discontinued operationsqmmmon sha—diluted  $ 42¢ $ 021 $ 0.1t $ 0.2¢) $ (0.07)
| | | | |
Net income/(loss) per common st—basic $ 32¢ $ 0.7) $ 0.8)) $ (132 $ (1.75)
IEEEE———" . S S
Net income/(loss) per common st—diluted $ 3.07 $ 0.77) $ 0.80) $ (132 $ (1.75
IEEEE———" . S S
Weighted average shares outstan—basic(1) 10,73: 10,72¢ 10,72¢ 10,58¢ 8,251
IEEEE———" . S S
Weighted average shares outstan—diluted(1) 11,51« 10,74: 10,79: 10,58¢ 8,251
| | | | |
1) Adjusted to reflect the 15:1 reverse stock spfieed on February 27, 2006
As of December 31
2007 2006 2005 2004 2003
BALANCE SHEET DATA
Cash, cash equivalents and short term investn $ 5937 $ 9,03 $ 831! $ 10,48: $ 12,27:
Working capital 13,30¢ 12,01¢ 8,49t 12,01¢ 12,58:
Total Assets 39,03¢ 18,93( 15,90¢ 17,05: 14,44(
Debt 912 16,27¢ 6,17¢ — —
Deferred reveni—license fee — 2,381 2,952 3,62¢ —



Other long term liabilitie! 34 35 3C — —
Accumulated defici (55,13%) (90,487 (82,909 (74,217 (60,237)
Total stockkholders' equity/(defici $ 30,65. $ (3,20) $ 3,428 % 11,97: $ 13,45:

19




ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF F INANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Celsion is a biotechnology company deditétefurthering the development and commercialmatf oncology drugs including tumor-
targeting treatments using focused heat energgnmbination with heat activated drug delivery. We emrrently engaged in the developmer
treatment systems using a combination of heat amgscieveloped on our proprietary heat activaggastbmal technology platform. Our first
drug, ThermoDox®, an encapsulation of doxorubieicpmmon oncology drug, in our heat activated pas, is in clinical studies for the
treatment of liver cancer and breast cancer. Ir9,1@@ obtained premarketing approval ("PMA") frame DA to use our microwave-based
Microfocus 1000 heat therapy system on surfacesabdurface tumors in conjunction with radiatiorrépy. We marketed this system until
1995. From 1995 until early in 2004, we engagecegearch and development of new treatment sys@mganuary 16, 2006, we transferred
all of our rights to the Microfocus 1000, togethal all associated technology, to Celsion (Canddd) and on the same day sold all the stock
of Celsion (Canada) to our founder and former effiand director, Dr. Augustine Cheung. On Febrd#xy2004, we obtained a PMA for the
Prolieve Thermodilatation System for the treatn@rBenign Prostatic Hyperplasia ("BPH"). From 2a8dbugh June 2007, Prolieve was
marketed and sold through our commercial distriplBoston Scientific. On June 21, 2007, we soldabur Prolieve assets to Boston
Scientific.

Development pipeline

Our pipeline presently consists of thedaling product, in the indicated stage of developimen

Product Status

ThermoDox (doxorubicil We have recently completed a Phase | clinical stadstablish th

encapsulated in our heat activated maximum tolerable dose, the safety, and the phavkiaetics of

liposome) plus heat for the treatment ThermoDox used in conjunction with radio frequeatyation in the

of cancer treatment of liver cancer. The study was conduatdtie National
Cancer Institute of the National Institutes of Hieand Queen
Mary's Hospital in Hong Kong

We are currently conducting a confirmatory Phasknical study fol
our single vial formulation of ThermoDox used imgnction with
radio frequency ablation in the treatment of ligancer. This study
is being performed at the Cleveland Clinic and N&hore Long
Island Jewish Health Syste|

We expect to begin a Phase Il study in the ficsrter of 2008 to
determine the efficacy of ThermoDox in combinatwith RFA in
the treatment of primary liver cancer. The study intorporate
approximately 40 clinical sites in North Americtgly, China,
Taiwan, Hong Kong, and Korea and is planned tolearnmtal of
600 patients

We are also sponsoring the conduct of an investiggitonsored
Phase | study of the use of ThermoDox for the tneat of recurrent
breast cancer at the chest wall ("RCV

From 1995 to 2004, we generated only mihiaenues and funded our operations primarilyubfoprivate placements of our equity
securities. During 2004, following FDA premarketiagproval of the Prolieve Thermodilatation systera,received a one-time licensing fee of
$4 million under our
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agreement with Boston Scientific, the former disitor of our Prolieve system. From 2004 througheJ2@07, sales of Prolieve products
generated revenues of approximately $29 milliore Proceeds from the sale of the Prolieve ass&@$@, along with raising additional equity,
is anticipated to generate sufficient funding ustith time as we are able to complete developmmehtesting of, and gain necessary regulatory
approvals for, one or more of our products.

While the Company is currently funded frire available cash resources and amounts due frersale of the Prolieve assets, we
anticipate that in the longer term revenues wilgkeerated from licensing fees paid for our techgiels by pharmaceutical manufacturers and
royalties generated from eventual product salesajr institutional health care providers. In tivert that such licensing fees are not
forthcoming and/or the Company elects to make iteents in additional drug development and/or contiméppportunities, funding will be
generated from sale of our equity securities.

Costs
Our principal costs consist of:

. Research and development costs, including licerfsieg due in connection with various of our techga@s, the costs of
sponsored research and pre-clinical and clinicalstfor ThermoDox, the costs of development arglgieof other products; and

. Corporate overhead.

Our research and development activitiesglprical tests and clinical trials, and the mawtidang, marketing and labeling of each of our
products, are subject to extensive regulation byRDA. We may not bring to market any product ia thS. without a premarketing approval
from the FDA. We are currently conducting basieersh and development activities, pursuing pro®tymducts through clinical testing and
regulatory approval. Our ultimate objective is toronercialize those products to generate a retuinvastment for our stockholders through
one of several means including: (a) selling proslditectly to end users; (b) selling products tigtoa distributor; or (c) licensing the
technology to third parties and generating incommeugh royalties and milestone payments.

Significant events

On January 3, 2007, Michael H. Tardugnogdi Celsion as President and Chief Executive Qffide. Tardugno succeeds Lawrence
Olanoff, M.D, Ph.D., who tendered his resignatiffieaive October 6, 2006. Anthony P. Deasey, thenGany's Executive Vice President,
Chief Operating Officer and Chief Financial Officearved as the Interim President and Chief Exee@ifficer until Mr. Tardugno was
appointed.

On February 7, 2007, Celsion entered intagreement with AMS that settled patent dispuedwden Celsion and AMS. Under the
settlement terms, Celsion paid a licensing feeaarayalty based on sales of its Prolieve produetcjuire a product license to AMS' patent:
the use of microwave energy to treat BPH and ptitistal he agreement ended litigation between W parties. The agreement was reached
with the concurrence of BSC in accordance withTtrensaction Agreement between BSC and Celsion diaedary 21, 2003 which granted
BSC an option to purchase the Prolieve assets aihwequired that Celsion obtain BSC's approvalrgp entering into agreements related to
the Prolieve business.

In February 2007, the Company initiatesaficmatory Phase | dose escalation study of ouk BRd our single vial formulation of
ThermoDox treatment regimen. The study is currelngiyng performed at the Cleveland Clinic Foundatiad at North Shore Long Island
Jewish Health System. The first patient in thiglgtwas treated during February 2007. This studhytsexpected to impact the timing of the
Phase Ill liver study.
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On March 12, 2007, the Board of Directdr€elsion appointed Dr. Augustine Chow as a menolféine Board of Directors of the
Company. Dr. Chow was appointed a class one direatal the Board of Directors resolved to expamdBbard of Directors from six to seven
members.

On June 13, 2007, Dr. Lawrence Olanoffgesd from the Board of Directors due to time caiats imposed by his position as President
and Chief Operating Officer of Forest Laboratotigs

On June 21, 2007, the Company closed taeqarsly announced sale of its Prolieve assetogidd Scientific. The sale was previously
disclosed on a Form 8-K filed by the Company onilAl8, 2007. The Prolieve Assets were sold to Bofoientific for an aggregate purchase
price of $60.0 million payable in three installmenbnsisting of $30.0 million at closing and $1&illion on each of the first and second
anniversaries of the closing. In addition to thieentindemnification provisions, such as indemntifia for breaches of representations,
warranties and covenants contained in the Assethi@ae Agreement, the Company agreed to indemnisgoBdScientific for a period of two
years from the closing, in an amount up to $15ianiof incurred costs, in the event of unfores@drllectual property claims related to
Prolieve Assets. The $30.0 million paid at closives reduced by approximately $17.0 million, repnéisg the principal and accrued interest
due on promissory notes previously issued by thag2omy to Boston Scientific, and certain royalty payts to AMS under the Settlement and
License Agreement dated as of February 7, 2007.

On September 24, 2007, the Company andokytl?. Deasey entered into a Separation AgreenneinGaneral Release pursuant to which
Mr. Deasey tendered his resignation from his pmsitis Executive Vice President and Chief Finar@féiter effective September 30, 2007.

The Board of Directors appointed Paul Bsi8uthe Controller of the Company, as Interim €RAiecounting Officer of the Company to
oversee the financial functions and reporting ail@ns effective upon the date of Mr. Deasey'gresion.

On November 9, 2007, the Company enteredadnoan and Security Agreement (the "Agreemenith Manufacturers and Traders Trust
Company ("M&T") pursuant to which M&T agreed to pide a drawdown credit facility to the Company (the "Creditchiy"). The Company
may request advances under the Credit Facilityrateanot to exceed $1.5 million per month, up toaximum principal amount under the
Credit Facility of $6.5 million. Each advance idgct to, among other customary conditions, a detetion by M&T, in its good faith
discretion, that the Company owns less than $0ltomin cash and other property readily converibito cash, excluding a $1.0 million cash
collateral account to be held at M&T. Amounts bereal by the Company under the Credit Facility arghig may not be re-advanced to the
Company.

The Credit Facility is secured by (i) tHe@million cash collateral account and (ii) subslly all of the Company's assets. The Credit
Facility bears interest on the outstanding balariaerate of the London Interbank Offered Rate Bli$%. Accrued interest on the outstanding
balance is payable monthly. The total outstandimgcipal and accrued interest balance on the Crelitlity is due and payable on June 21,
2008. As of December 31, 2007, the Company hadnastn down any funds from the Credit Facility.

The Agreement specifies certain eventseddudt, pursuant to which M&T could require immediaepayment by the Company of all
outstanding amounts under the Credit Facility.ddition to customary events of default relatinghb@anges in the operations and financial
condition of the Company, in connection with paytseiue to the Company pursuant to the previoustpanced sale by the Company of its
Prolieve assets to Boston Scientific, the Agreerspgtifies certain events of default relating tardes in the operations and financial
condition of Boston Scientific.

On December 7, 2007, the Company purch@Seg38 shares of its Common Stock that was heBdsfon Scientific. The purchase pr
was $2.6 million, which is $4.00 per share.
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On December 14, 2007, Dr. William Hahnégesd from his position as Vice President Cliniaatl Medical Affairs.

In January 2008, the FDA provided writtegrdement with the Company's application for a Spd@iotocol Assessment for its Pivotal
Phase Ill Primary Liver Cancer Trial. The studylésigned to demonstrate the efficacy of ThermoDaoimbination with Radio Frequency
Ablation. The study will incorporate approximatd clinical sites in North America, Italy, ChinaaiWan, Hong Kong, and Korea and is
planned to enroll a total of 600 patients. The Canypexpects to enroll the first patient in the gthg the end of the first quarter of 2008.

On January 15, 2008, the FDA provided afalle written response to Celsion on its prop@pen Label, Single Arm Phase Il study in
patients with RCW. The agency agreed with the papepulation as defined by Celsion, an objectesponse endpoint, and confirmed that
depending on the final data obtained, that thidysttould be used to support an NDA submissionigit lof this positive response from the
FDA, Celsion is planning and working diligently énable this Phase |l study to commence as soomsafe aose for multiple ThermoDox
treatments per patient, in this patient populatismietermined from the Phase I. Celsion anticip#tat this Phase Il study will commence
enrollment late in 2008 and will be completed 920

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our financial statements, which appeateahl8 to this Annual Report on Form 10-K, have hgspared in accordance with accounting
principles generally accepted in the United Statdsch require that the Company make certain asiompand estimates and, in connection
therewith, adopt certain accounting policies. Qgnigicant accounting policies are set forth in Bl@to our financial statements. Of those
policies, we believe that the following may involaénigher degree of judgment and may be more atitican accurate reflection of our
financial condition and results of operations:

. We have stock option plans that provide for-qualified and incentive stock options to be issteedirectors, officers
employees and consultants. Prior to January 1,,200&ccounted for options issued under the pladgthe recognition and
measurement provisions of APB Opinion No. 86counting for Stock Issued to Employeasd related interpretations, as
permitted by FASB Statement No. 128;counting for Stock-Based Compensatidlo stock-based compensation cost related to
employee stock options was recognized in the Sexéwf Operations for the year ended December @15 2as all options
granted under the plans had an exercise price égtiz market value of the underlying common stmckhe date of grant.
Effective January 1, 2006, we adopted the fair@agcognition provisions of FASB Statement No. B)3Ehare-Based
Payment using the modified-prospective-transition methddder that transition method, compensation casigeized in the
year ended December 31, 2006 includes: (a) compensast for all share-based payments granted fwjdut not yet vested
as of December 31, 2005, based on the grant dateafae estimated in accordance with the origpralvisions of Statement
123; and (b) compensation cost for all share-basgdents granted subsequent to January 1, 200&] basthe grant-date fair
value estimated in accordance with the provisidrStatement 123(R).

We use the Black-Scholes model for determiningfdlirevalue of our options granted. The Black-Schatedel was originally
developed for use in estimating the fair valuerafléd options, which have different characteridtiom Celsion's incentive and
non-qualified stock options. The model is also gamsto changes in assumptions, which can matgréfect the fair value
estimate.

As a result of adopting Statement 123(R) on Janlig®p06, the Company's loss before income taxésanloss for the year
ended December 31, 2006 is $0.84 million highen ihéhe Company had continued to account for steased compensation
under Opinion 25. As a result
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of adopting Statement 123(R) on January 1, 20@6Ctmpany's reported basic loss per share anedilass per share for the
year ended December 31, 2006 are $0.08 higheiiftitdarad continued to account for share-based amption under Opinion
25.

We review our financial reporting and disclosuragtices and accounting policies on an ongoing liasssure that our
financial reporting and disclosure system provigesurate and transparent information relative ¢octlrrent economic and
business environment. As part of the process, timagany reviews the selection, application and comioation of critical
accounting policies and financial disclosures. preparation of our financial statements in confeymiith accounting
principles generally accepted in the United Staggsiires that our management make estimates anthpiens that affect the
reported amounts of assets and liabilities andalisce of contingent assets and liabilities atdhee of the financial statements
and the reported amounts of revenues and expenseg the reporting period. We review our estimated the methods by
which they are determined on an ongoing basis. Mewectual results could differ from our estimates

Results of Operations

Comparison of year ended December 31, 2007 andemaded December 31, 2006

Year Ended
December 31, Change
2007 2006 Dollars Percent
Operating expense
Research and developm $ 8,230,88! $ 6,095,65 $ 2,135,23. 35%
General and administrati 5,354,50 4,057,31! 1,297,18! 32%
Total operating expens: 13,585,39 10,152,97 3,432,42 34%
Interest expense, n (25,869 (467,08)) 441,22( (94)%
Other (expense)/income, r (457,370) 796,85:¢ (1,254,22) (157%
Loss from continuing operatiol (14,068,62) (9,823,20) (4,245,42) 43%
Discontinued Operations (Note 1
Income/(loss) from discontinued operatic
(including gain on sale of $48,029,4« 50,236,77 2,238,97. 47,997,80 2144%
Income tax expens (819,09 — (819,09 0%
Income from discontinued operatic 49,417,68 2,238,97. 47,178,71 2101%
Net income/(loss $ 35,349,05 $ (7,584,23) $ 42,933,28 (56€)%

On June 21, 2007, the Company sold itsi®relassets to Boston Scientific for $60 milliodl iAcome and expense associated with the
Prolieve operations are classified as DiscontinDpdrations. Amounts in prior periods have beerassified to show the effects of the sale as
if it occurred at the beginning of the earliestipéipresented.

The loss from continuing operations incesb® $14.1 million for the year ended December2807 from $9.8 million for the year ended
December 31, 2006. The increased loss was the i#dotreases in research and development expeeksded to the Company's shift from a
device focused enterprise to a drug developmenpaosn General and administrative expenses alsedsed as the Company recruited and
relocated new members of its management team amdegtseverance and separation costs to those ymglterminated with the sale of the
Prolieve assets. Also contributing to the incredesd when comparing 2007 to 2006 was the non-riegugain related to the sale of Celsion
(Canada) in 2006 of $1.0 million.
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The increase of $2.1 million, or 35%, isearch and development expense during the yead éwlmember 31, 2007 in comparison to the
year ended December 31, 2006 was du

($000s)

» Increase in clinical costs including the start-igsecond phase | study and costs $ 2,012

associated with filing the Primary Liver Cancer 8&dl Protocol through the Special

Protocol Assessment proce
* Increase in drug manufacturing costs related tdyrtion of single vial product at third 261

party manufacture
* Increase in clinical salaries and benefits duedttitonal staff 214
* Increase in preclinical cos 14¢
» Increase in patient recruiting co: 12t
* Increase in recruiting and relocation cc 50
» Decrease in royalty fees related to gene develop (20
» Decrease in temporary he (22
* Decrease in legal and patent cc (170
» Decrease in professional fe (477)

During the year ended December 31, 20@/Cthmpany incurred a number of non-recurring chadye to the sale of Prolieve and
charges due to the restructuring of the ComparyrionProlieve environment. The $1.3 million, or 32%,re&se in general and administra
expense during the year ended December 31, 208ahiparison to the year ended December 31, 200@luato:

($000s)
* Increase in salaries & benefits, including sevee: $ 742
» Increase in board of directors' fees and meetipgese: 358
» Increased recruiting & relocation costs relatetliting of new staff 263
* Increase in professional fees, consulting, legaluglit 238
» Increase in stockholder costs related to proxyciation and additional AMEX listing fee 98
related to the 2007 Stock Incentive P
* Increase in corporate communications, includingaetling 57
» Increased consulting and temporary f 44
» Increase in franchise and personal property t 28
* Increase in travel and related expe—IR & Professional Conferenci 28
» Decrease in corporate insuran (26)
» Decrease in cost of BSC indemnity (see Note 168dd-inancial Statement (527)

Net interest expense for the year endece®Déer 31, 2007 was $0.03 million compared to $tédiion for the year ended December 31,
2006. This change was due to the reduction ofdhr balance due to Boston Scientific.

Other expense for the year ended Decenthe2@®7 was $0.46 million compared to other incan®0.80 million for the year ended
December 31, 2006. The amount for the year endedmieer 31, 2007 represented the allowance agaimsiras due from Celsion (Canada)
under the Transition Services Agreement of $0.44aniand a loss on the disposal of property andiggent of $0.02 million. The income in
the year ended December 31, 2006 principally remitesl a gain on the sale of Celsion (Canada) é1illion which was offset by a loss on
Celsion China of $0.21 million.
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Comparison of Discontinued Operations for the yearded December 31, 2007 and 2006

Year Ended
December 31, Change
2007 2006 Dollars Percent
Revenue:!
Net sales of equipment and pe $ 5777,28" $ 11,250,81 $ (5,473,53) (49)%
Cost of Sale: 2,991,76! 6,669,07! (3,677,31)) (55)%
Gross Profil 2,785,52 4,581,74. (1,796,22) (39%
Operating expense
Research and developmt 848,02¢ 2,914,201 (2,066,17) (71)%
Total operating expens: 848,02¢ 2,914,20! (2,066,17) (71)%
Income from operatior 1,937,49: 1,667,54. 269,94¢ (16)%
Gain on sale of Proliev 48,029,44 — 48,029,44 10C%
Other income, ne 269,84 571,42¢ (301,58%) (53)%
Net income before taxe 50,236,77 2,238,97. 47,997,80 (2149H%
Income tax expens 819,09¢ — 819,09¢ 10C%
Net income from discontinued operatic $ 49,417,68 $ 2,23897. $ 47,178,71 (2107)%

The discontinued operations reflect theme and expense of the Prolieve assets. Thess aset sold to Boston Scientific on June 21,
2007 for $60 million. A gain of $48 million was @ded on the sale. Through June 21, 2007, sales $%8 and netted a $2.8 million gross
profit, or 48%. The decrease in operating costsasasmensurate with the discontinuation of the besdrline and the transfer of the assets to
Boston Scientific. The income tax expense $0.8%anirepresents the estimated Alternative Minimuaxds due as a result of the gain on the
sale of the assets. See Note 16 to the Finanaitéi8ents for the full details of the sales traneact

Comparison of year ended December 31, 2006 andsmded December 31, 2005 as originally presentédowt the effect of Discontinued
Operations:

Actual Results Year Ended December 3: Change
2006 2005 Dollars Percent
Sales $ 11,250,81 $ 12,320,14 $ (1,069,32) (9)%
Cost of sale: 6,669,07! 8,112,76! (1,443,68) (18)%
Gross profil 4,581,74. 4,207,38: 374,36: 9%
Research and development exper (9,345,38) (10,081,48) 736,10: ("%
General and administrative expen (3,722,99) (3,405,40) (317,587 9%
Other income (expense
Gain on sale of Celsion (Canada) L 1,011,92. — 1,011,92: —
License fee amortizatic 571,42¢ 571,42¢ — —
Other expense, n (213,869 (96,89)) (116,979 121%
Interest incomt 636,56 299,24! 337,31¢ 115%
Interest expens (1,103,64) (179,59) (924,05) 515%
Net Loss $ (7,584,23) $ (8,685,31) $ 1,101,08! (13)%

The net loss decreased to $7.6 milliorttieryear ended December 31, 2006 from $8.7 foydlae ended December 31, 2005. The
decrease in net loss was primarily the result efrtbn-recurring
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gain recorded related to the sale of Celsion (Cangtjual to $1.01 or $0.09 per common share) aedwuction of research and development
expenses, offset partially by the recognition otktbased compensation expense of $0.84 (or $0.08opemon share) recognized during 2!
related to the adoption of SFAS 123(R) effectiveuday 1, 2006 and increased interest expensef irgecest income. There was no stock-
based compensation expense related to employdegtions included in net loss for the year endeddnber 31, 2005 because the Company
did not adopt the fair value recognition provisiafisSFAS No. 123, Accounting for Stock-Based Congagion (SFAS 123"), but rather used
the alternative intrinsic value method.

Net sales for the year ended December @16 2vere $11.30 million, a decrease of $1.1 milbor®% as compared to net sales of
$12.3 million for the prior year. Product sales sishof sales of the Prolieve products and are ciz@g of two elements—sales of control units
and sales of disposable catheter kits, all to Gelsiexclusive distributor, Boston Scientific. Tdexrease in sales during 2006 was due to an
interruption in the supply of product during theaed and third quarters of 2006, caused by a ptaggall of the disposable Prolieve catheter
kits. The product recall was the result of issuethe manufacturing process following the transitio a new supplier. All of the costs related to
this product recall were accrued in 2006.

Gross profit for 2006 amounted to $4.6 imillas compared to $4.2 million in 2005, an inceeas$0.4 million, or 9%, for the year. As a
percentage of sales, gross margin increased t&x6f het sales during the year ended December(®B as compared to 34.1% of net sales
for the year ended December 31, 2005. The increfagess margin as a percentage of net sales wagshilt of purchasing lower cost catheter
kits from a new supplier.

Research and development expenses amoton$&d35 million for the year ended December 3D&8s compared to $10.08 million for
the year ended December 31, 2005, a decrease#d B0llion, or 7%, over the prior year. The deceeasresearch and development expenses
for the year was due primarily to:

. a $1.06 million reduction in consulting support atevelopment costs for the Prolieve system;

. decreased research and development activitiesiatsbavith our breast cancer treatment device @ad &ctivated ger
technology, which reduced research and developousts by an aggregate of $0.4 million; and

. a one-time termination fee amounting to $0.35 onillincurred in 2005 related to the migration of ofaeturing of catheter kits
to a new supplier.

The reduction in research and developmeperses was partially offset by $0.43 million afcit-based compensation expense recognizec
for the year ended December 31, 2006 related tadbption of SFAS 123(R) effective January 1, 2@0®] increased regulatory and quality
assurance expenses amounting to $0.45 million.

General and administrative expense amount&8.7 million for the year ended December 30&8s compared to $3.4 million for the
year ended December 31, 2005, an increase of $i0i8mnor 9%, over the prior year. The increaseeneral and administrative expenses
the year was due primarily to the recognition ot&tbased compensation expense of $0.4 millionrdszbduring 2007 related to the adoption
of SFAS 123(R) effective January 1, 2006 and higleeounting, audit, Sarbanes-Oxley compliance amtttor fees, partially offset by
reduced compensation costs for corporate personnel.

The Company recorded a net gain on satetdion (Canada) of $1.01 million during the yeraded December 31, 2006. As described
further in Note 6 to the financial statements, @mmpany sold 100% of the outstanding shares ofi@e(€anada) to Dr. Augustine Y. Cheu
Celsion's founder and director, in exchange foorrimterest bearing promissory note of $1.5 milliorbe paid
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over 78 months. The Stock Purchase Agreement atsades for Celsion (Canada) to pay up to $18.5ionilin royalties based on a 5% roye
on net sales of certain products sold by, and patgalties received by, Celsion (Canada) andutzessors and assigns.

Other expense, net for the year ended Dbeefil, 2006, was $0.2 million as compared to $0r@flion for the year ended December
2005. Other expense, net for 2006, consisted pilyrarthe $0.2 million loss associated with thenténation of our interest in Celsion
China, Ltd.

Interest income for the year ended DecerBlheP006 amounted to $0.64 million as compare®Dt8 million for the year ended
December 31, 2005, an increase of $0.34 milliorL,18%. The increase was the result of higher aespaigcipal balances (in part due to the
drawdown of loans from Boston Scientific on Feby22?, 2006 and July 28, 2006) and higher yielda@aon our investments.

Interest expense for the year ended DeceB81he2006 amounted to $1.1 million as comparetd.8 million for the year ended
December 31, 2005, an increase of $0.92 milliors1&%. This increase was due to the drawdown o$¢ltend installment of the BSC loan on
February 2, 2006 (in the amount of $4.5 millionyldhe third installment on July 28, 2006 ($4.5 ioil) as well as a full year of interest
expense on the first loan installment of $6.0 willreceived from Boston Scientific on August 17020

Financial Condition, Liquidity and Capital Resources

Our core business activity is to developdpicts to treat cancer and other diseases, araftmercialize those products to generate a ri
on investment for stockholders through one of svaeans including:

. selling drugs directly to end users;

. selling drugs through a distributc

. licensing our technology to third parties and gatieg income through royalties and milestone paysjeand
. outright sale of a technology directly or, ultimigtehough the sale of the entire Company.

Our business model will generate uneveh fasvs, as continuing research and developmergrdiures will not necessarily be matched
by revenues from one of the above sources. Invaetehat our annual research and development eipess are not covered by current
resources, funding will be provided from other sasrincluding any potential future income generéteah licensing agreements and debt or
equity funding raised in the capital markets.

Since inception, our expenses have signifly and regularly exceeded our revenues, andawve An accumulated deficit of $55.1 millic
We have incurred negative cash flows from operatgince our inception and have funded our opersioimarily through the sale of equity
securities, revenue from the sales of our Proligviés, and ultimately, the sale of the ProlieveetssAt December 31, 2007, we had total
current assets of $21.4 million (including cash ahdrt term investments of $5.9 million) and cutt@bilities of $8.1 million, resulting in a
working capital surplus of $13.3 million. At Deceart81, 2006, we had total current assets of $1@l@m(including $9.0 million in cash and
short term investments) and current liabilitie$dfO million, which resulted in working capital $12.0 million at such date. The increase in
working capital is directly related to the saleoof Prolieve assets for $60 million. After repaymehprincipal and interest of $16.9 million
under the loan to Boston Scientific and the paynoétitensing and other fees, we netted $9.96 amlkt closing on June 21, 2007. The bal
of $30.0 million was recorded as a receivable, @haillion of which is a current asset.
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Our short term investments consist of AarctRate Certificates and Auction Preferred Se@githuction Rate Certificates are municipal
bonds which pay interest at a floating rate seibpérally, usually for 7, 28 or 35 days. AuctioneRerred Securities are issued by closed end
bond funds and generally pay dividends every 1Qr285 days. Increases or withdrawals from investmean generally take place every 7, 28
or 35 days depending on the recurring auction diedech auction occurs. Both investment vehiclesrated A1P1 commercial paper
equivalents, trade at par and do not have sigmifingarket fluctuations.

Net cash used in operating activities far year ended December 31, 2007 was $9.6 millibis et cash requirement was funded from
cash on hand at the beginning of the year, togstithrthe proceeds form the sale of the Prolieveetss In 2007, the cash provided by inves
activities was $13.2 million and was primarily tlesult of the proceeds of first payment by Bostore&ific under the Prolieve asset purchase
agreement of $30.0 million, which was offset by tepayment of the loan and interest due to Bostiendfic of $16.9 million. Net cash used
in financing activities was $1.7 million for thegreended December 31, 2007 which represents tlobgse of treasury stock of $2.6 million,
payments made on the loan to finance insuranceipnesnof $0.3 million, which were offset by the peecls of the note payable of
$1.2 million.

As mentioned above, the Company purchaS8¢788 shares of its Common Stock that was hel@dston Scientific Corporation. The
purchase price was $2.6 million, which is $4.00gf&re. The Company may reissue those shares fatthie at our discretion.

Although the Company has significant negraging loss carryforwards for Federal income tasppses ("NOLs"), as described below, the
deduction of NOLs is limited for Alternative MinimuTax ("AMT") purposes. As a result, the Compamgoreed income tax expense of
$0.8 million in the year ended December 31, 200i& ifcome tax expense is directly related to the ga the sale of the Prolieve assets in
June 2007 and the AMT is currently due. Subseqeettite sale of the Prolieve assets in June 200pdadto the filing of the Company's tax
return, it was discovered that the Company wagatdid to pay additional AMT in the amount of $0.8ion (in addition to the $0.3 million
recorded in the second quarter of 2007). This addit amount of $0.5 million was recognized in therth quarter financial results.

As of December 31, 2007, we had NOLs ofrapmately $41.7 million, which expire, if unusdw; the year 2026. These NOLs may be
determined to be restricted in their future use tduearious IRS utilization rules.

Approximate Amount Of Unused Expiration During

Operating Loss Carryforwards ($000) Year Ended

$ 8,20( 12/31/202;
2,30( 12/31/202:

15,60( 12/31/202:

8,20( 12/31/202!
7,40(C 12/31/202

$ 41,70(

For the year ending December 31, 2008, xpect to expend approximately $19.0 million fonatal testing of liver cancer and breast
cancer treatment systems, and for corporate overihesh of which we expect to fund from funds omdhand the collection of the receivable
from Boston Scientific. The foregoing is an estimdtased upon assumptions as to the schedulimgtitiitional clinical research and testing
personnel, the timing of clinical trials and otli@etors, not all of which are fully predictable.
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The Company does not believe that inflatiad a material affect on its reported sales otasstfor the years reported.
Our contractual obligations as of Decenfer2007 are summarized as follows:

Payments Due by Perioc

One year Two to Four to After
Contractual Obligations Total or less three years five years five years

(Dollars in Millions)

Operating leas—Property $ 06 $ 02 $ 04 $ — 3 —

Total contractual obligatior $ 0€ $ 02 $ 04 $ — $ —

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

We do not currently hold any derivativetinsnents and do not engage in hedging activitiescamrently do not enter into any transactions
denominated in a foreign currency. Thus, our expofuinterest rate and foreign exchange fluctuatis minimal.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

The financial statements, supplementarg dat report of independent public accountant§ilackas part of this report on pages F-2
through F-25.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES

We have conducted an evaluation of thectffeness of the design and operation of our d&so controls and procedures (as such term i
defined in Rules 13a-15(e) and 15d-15(e) undeB#mirities Exchange Act of 1934, as amended (tlchdhge Act)) under the supervision,
and with the participation, of our management,udaig our principal executive officer and princifiaancial officer. Based on that evaluation,
our principal executive officer and principal fir@al officer concluded that as of December 31, 20@ch is the end of the period covered by
this Annual Report on Form 10-K, our disclosuretools and procedures are effective.

There have been no changes in our inteorarols over financial reporting in the fiscal qe® ended December 31, 2007 that have
materially affected, or are reasonably likely totenilly affect, our internal control over finantiaporting.

Management has issued its Report on Int€aatrol over Financial Reporting as of December207, which appears in Item 15 of this
Report. The report of the Independent Registerdai¢®Accounting Firm on the effectiveness of Int@r€ontrol over Financial Reporting also
appears in Item 15.

ITEM 9B. OTHER INFORMATION
None.
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PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS

The information required by this Item 10risorporated herein by reference to the definifvexy Statement to be filed with the SEC
pursuant to Regulation 14A within 120 days afterénd of the fiscal year covered by this Annualdepn Form 10-K.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 1inisorporated herein by reference to the definifivexy Statement to be filed with the SEC
pursuant to Regulation 14A within 120 days aftereéind of the fiscal year covered by this Annuald®epn Form 10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item 12risorporated herein by reference to the definifvexy Statement to be filed with the SEC
pursuant to Regulation 14A within 120 days afterénd of the fiscal year covered by this Annualdepn Form 10-K.

Equity Compensation Plan Information as of DecembeB1, 2007

Number of securities
remaining available for
future issuance under

Number of securities Weighted-average equity compensation
to be issued upon exercise exercise price of plans (excluding
of outstanding options, outstanding options, securities reflected in
Plan category warrants and rights (a) warrants and rights (b) column (a)) (c)
Equity compensation plans appro\
by security holder 782,82(1)$ 8.41 1,179,92;
Equity compensation plans not
approved by security holde —(2) 0.0C —(2)
Total 782,82! $ 8.41 1,179,92.
S —

(1) Includes both vested and unvested options to paecBammon Stock issued to employees, officersdardtors and outside
consultants under the Company's 2001 Stock Opfiem, Ehe 2004 Stock Incentive Plan, and the 200¢lSincentive Plan, (the Plans).
Certain of these options to purchase Common Stagk vgsued under the Plan in connection with emmpéat agreements.

(2)  Asdiscussed further in Note 12 to the Companyaritial statements, the Company has warrants adietpat December 31, 2007
enabling the holders thereof to purchase 566,788stof the Company's Common Stock at a weigatedage exercise price of $15.

Certain of the warrants have price protection di-ditution rights that entitle the holders to redtice exercise price of such securitie
the Company issues additional stock, options, vasrar other convertible securities below the eiserprice of the subject securities.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS

The information required by this Item 13risorporated herein by reference to the definifvexy Statement to be filed with the SEC
pursuant to Regulation 14A within 120 days afterénd of the fiscal year covered by this Annualdepn Form 10-K.
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ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item 14risorporated herein by reference to the definifivexy Statement to be filed with the SEC
pursuant to Regulation 14A within 120 days aftereéind of the fiscal year covered by this Annuald®epn Form 10-K.

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
1. FINANCIAL STATEMENTS

The following is a list of the financiabs¢ments of Celsion Corporation filed with this AlmhReport on Form 10-K, together with the
reports of our independent registered public actamia and Management's Report on Internal Contred Binancial Reporting.

Page
REPORTS
Management's Report on Internal Control over Fifa@rieporting F-1
Report of Independent Registered Public Accourfimm F-2
Report of Independent Registered Public Accourf&imm F-3
FINANCIAL STATEMENTS
Balance Sheel F-4
Statements of Operatiol F-6
Statements of Cash Flov F-8
Statements of Changes in Stockholders' Equity/¢g F-9
NOTES TO FINANCIAL STATEMENTS F-1C

2. FINANCIAL STATEMENT SCHEDULES
No schedules are provided because of therale of conditions under which they are required.
3. EXHIBITS

The following documents are included asit@xhto this report:

EXHIBIT NO.
DESCRIPTION

3.1.1 Certificate of Incorporation of Celsion Corporatithe "Company"), as amende
incorporated herein by reference to Exhibit 3.b.1he Quarterly Report on Form 10-Q of the
Company for the quarter ended June 30, 2

3.1.2 Certificate of Ownership and Merger of Celsion Gugtion (a Maryland Corporation) into
Celsion (Delaware) Corporation (inter alia, chagdine Company's name to "Celsion
Corporation” from "Celsion (Delaware) Corporatioimgorporated herein by reference to
Exhibit 3.1.3 to the Annual Report on Form 10-ktleé Company for the year ended
September 30, 200

3.1.3 Certificate of Designations of Series C Junior iegrating Preferred Stock of Celsion
Corporation, incorporated herein by reference tbilkik4.4 to the Form S-3 Registration
Statement (File No. 3:-100638), filed October 18, 200

3.14 Certificate of Amendment of the Certificate of Imgoration effective and filed on

February 27, 2006, incorporated herein by referéa&exhibit 3.3 to the Annual Report on
Form 1(-K of the Company for the year ended December 3062
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3.2 By-laws of the Company, as amended, incorporateeiméy reference to Exhibit 3.1 to the
Current Report on Form-K of the Company, filed December 31, 20



4.1

42.1

4.2.2

10.1.1

10.1.2

10.1.3

10.1.4

10.1.5

10.1.6

10.2.1

10.2.2

10.2.3

10.2.4

Form of Common Stock Certificate, par val0e0$ per share, incorporated herein by
reference to Exhibit 4.1 to the Annual Report omnFd0-K of the Company for the year
ended September 30, 20(

Celsion Corporation and American Stock Transferr&st Company Rights Agreement dated
as of August 15, 2002, incorporated herein by ezfee to Exhibit 99.1 to the Current Report
on Form &K of the Company, filed August 21, 20(

Amendment adopted January 16, 2003 to Rights Ageaeebretween Celsion Corporation and
American Stock Transfer & Trust Company, incorpedaterein by reference to Exhibit 4.1
the Quarterly Report on Form-Q of the Company for the quarter ended June 304.:

Celsion Corporation 2004 Stock Incentive Plan, ipocated herein by reference to
Exhibit 10.1 to the Quarterly Report on Form 104@h® Company for the quarter ended
June 30, 200¢

Celsion Corporation 2007 Stock Incentive Plan, ipooated herein by reference to
Exhibit 10.1 to the Current Report on For-K of the Company filed June 15, 20(

Form of Restricted Stock Agreement for Celsion @oagon 2004 Stock Incentive Plan,
incorporated herein by reference to Exhibit 10.theoQuarterly Report on Form 10-Q of the
Company for the quarter ended September 30, 2

Form of Stock Option Agreement for Celsion Corpiara2004 Stock Incentive Plan,
incorporated herein by reference to Exhibit 10.theoQuarterly Report on Form 10-Q of the
Company for the quarter ended September 30, 2

Form of Restricted Stock Agreement for Celsion @oagion 2007 Stock Incentive Plar
Form of Stock Option Agreement for Celsion Corpiara2007 Stock Incentive Plan

Stock Option Grant Agreement effective July 29,26@tween Celsion Corporation and
Lawrence S. Olanoff, incorporated herein by refeesto Exhibit 99.1 to the Current Report
on Form &K of the Company, filed July 29, 20C

Letter dated March 16, 2006 from the Company tofeswe S. Olanoff (awarding restricted
stock pursuant to the Company's 2004 Stock Optian)Pincorporated herein by reference to
Exhibit 10.1 to the Current Report on For-K of the Company, filed March 22, 20C

Letter dated March 16, 2006 from the Company tchany P. Deasey (awarding restricted
stock pursuant to the Company's 2004 Stock Optian)ncorporated herein by reference to
Exhibit 10.2 to the Current Report on For-K of the Company, filed March 22, 20C

Letter dated March 16, 2006 from the Company toarFinkle (awarding restricted stock

pursuant to the Company's 2004 Stock Option Plaorporated herein by reference to
Exhibit 10.3 to the Current Report on For-K of the Company, filed March 22, 20C
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10.2.5

10.2.6

10.2.7

10.2.8

Letter dated March 16, 2006 from the Company tondée Oleck (awarding restricted stock
pursuant to the Company's 2004 Stock Option Plzgrporated herein by reference to
Exhibit 10.4 to the Current Report on For-K of the Company, filed March 22, 20C

Restricted Stock Agreement between Celsion Cormoraind William Hahne dated
October 3, 2006, incorporated herein by refereadextibit 10.3 to the Current Report on
Form ¢-K of the Company, filed October 10, 20(

Stock Option Grant Agreement between Celsion Cagmr and William Hahne dated
October 3, 2006, incorporated herein by refereadextibit 10.2 to the Current Report on
Form &K of the Company, filed October 10, 20(

Stock Option Agreement effective January 3, 20aween Celsion Corporation and Michael
H. Tardugno, incorporated herein by reference Exhib1 to the Current Report on Form 8-
K of the Company, filed January 3, 201



10.3.1

10.3.2

10.3.3

10.3.4

10.3.5

10.3.6

10.3.7

10.3.8

Form of Series 500 Warrant to Purchase Common Stbtile Company pursuant to the
Private Placement Memorandum dated January 6, B8%&mended, incorporated herein by
reference to Exhibit 10.15 to the Annual Reporfonm 10-K of the Company for the year
ended September 30, 19!

Form of Series 300 Warrant issued to Nace Resoumeso purchase Common Stock of the
Company, incorporated herein by reference to ExAibil3 to the Annual Report on
Form 1(-K of the Company for the year ended September 388

Form of Series 250 Warrant issued to Dunn Hughediktp, Inc. to Purchase Common Stock
of the Company, incorporated herein by referendextuibit 10.12 to the Annual Report on
Form 1(-K of the Company for the year ended September 388

Form of Series 200 Warrant issued to certain eng@sydirectors and consultants to Purcl
Common Stock of the Company, incorporated hereirebgrence to Exhibit 10.11 to the
Annual Report on Form -K of the Company for the year ended September 393..

Form of Warrant to Purchase Common Stock of the 2o pursuant to the Private
Placement Memorandum dated October 11, 2001, incatgd herein by reference to
Exhibit 10.23 to the Annual Report on Form 10-ktleé Company for the year ended
September 30, 200

Form of Warrant to Purchase Common Stock Unithef@ompany issued to Placement
Agents pursuant to the Private Placement Memorardated October 18, 2001, incorporated
herein by reference to Exhibit 4.4 to the RegigtraStatement on Form S-3 of the Company
(File No. 33:-82450), filed February 8, 200

Form of Warrant to Purchase Common Stock of the gzomw pursuant to a private placement
by the Company which closed on June 3, 2002, iravakpd herein by reference to Exhibit

to the Registration Statement on Form S-3 of then@amy (File No. 333-100638), filed
October 18, 200z

Form of Warrant to Purchase Common Stock issugitetélacement Agents pursuant to the
Private Placement Memorandum of the Company dateyl 30, 2003, as supplemented,
incorporated herein by reference to Exhibit 4.8 Registration Statement of the Company
(File No. 33:-108318) filed August 28, 200
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10.4.1

10.4.2

10.4.3

10.4.4

10.4.5

10.4.6.1

Employment Agreement Effective January 1, 2004 betwthe Company and Anthony P.
Deasey, incorporated herein by reference to ExB®i? to the Current Report on FornkK&f
the Company, filed December 8, 20!

Advisory Agreement between the Company and Dr. Kgskat dated August 1, 2001,
incorporated herein by reference to Exhibit 10@the Annual Report on Form 10-K of the
Company for the year ended September 30, 2

Separation Agreement and General Release effeldiveary 16, 2006, by and between
Celsion Corporation and Dr. Augustine Y. Cheungiporated by reference to Exhibit 10.3
to the Current Report on Forn-K of the Company, filed January 18, 201

Stock Purchase Agreement made January 16, 20G@8)dbgmong Dr. Augustine Y. Cheung,
the Company, and Celsion (Canada) Limited, incateat herein by reference to Exhibit 10.1
to the Current Report on Forn-K of the Company, filed January 18, 20

Consulting Agreement effective January 16, 2006y between Celsion Corporation and
Dr. Augustine Y. Cheung, incorporated herein bgrefice to Exhibit 10.4 to the Current
Report on Form -K of the Company, filed January 18, 20

Transition Services Agreement effective January20686, by and between the Company and
Celsion (Canada) Limited, incorporated herein grence to Exhibit 10.2 to the Current
Report on Form -K of the Company, filed January 18, 20



10.4.6.2

10.4.7

10.4.8

10.5

10.6

10.7

10.8

First amendment to Transition ServicgeeAment entered into as of March 28, 2006 by and
between Celsion Corporation and Celsion (Canada)téd, incorporated herein by reference
to Exhibit 10.24 to the Annual Report on Form 1@#the Company for the year ended
December 31, 200i

Employment Agreement, effective January 3, 200&yé&en Celsion Corporation and
Mr. Michael H. Tardugno, incorporated herein byerehce to Exhibit 99.1 to the Current
Report on Form -K of the Company, filed December 21, 20

Separation Agreement and General release effesépeember 24, 2007, by and between the
Company and Anthony P. Deasey, incorporated héneeference to Exhibit 10.1 to the
Current Report on Formr-K of the Company, filed September 27, 20

Patent License Agreement between the Company akd Duoiversity dated November 10,
1999, incorporated herein by reference to ExhiBi®1o the Annual Report on Form 10-K of
the Company for the year ended September 30, 1888fidential Treatment Requeste

Letter Agreement with Goldpac Investment Partnated October 17, 2001, incorporated
herein by reference to Exhibit 4.5 to the Form Begjistration Statement (File No. 333-
82450), filed February 8, 200

Letter dated May 8, 2002, from Legg Mason Wood Walkncorporated ("Legg Mason") to
the Company regarding retention of Legg Masonrexitial advisor, incorporated herein by
reference to Exhibit 10.30 to the Annual Reportonm 10-K of the Company for the year
ended September 30, 20(

License Agreement dated July 18, 2003, betweetmepany and Duke University.

(Confidential treatment requested.), incorporatectim by reference to Exhibit 4.3 to the
Registration Statement of the Company (File No.-108318), filed August 28, 200
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10.9

10.10.1

10.10.2

10.11.1

10.11.2

10.12

10.13

10.14

Distribution Agreement effective as of January 2003, by and between Celsion Corporation
and Boston Scientific Corporation, incorporatedeireby reference to Exhibit 99.2 the
Current Report on Form-K filed January 22, 200:

Transaction Agreement effective as of January Q032by and between Celsion Corporation
and Boston Scientific Corporation, incorporatedeireby reference to Exhibit 99.1 to the
Current Report on Form-K, filed January 22, 2003. (Confidential treatmesduested

First Amendment to Transaction Agreement effecéisef August 8, 2005, between Celsion
Corporation and Boston Scientific Corporation, impmrated herein by reference to
Exhibit 99.1 to the Current Report on For-K, filed August 9, 200&

Convertible Secured Promissory Note dated as ou8ug, 2005, between Celsion
Corporation and Boston Scientific Corporation, impmrated herein by reference to
Exhibit 99.2 to the Current Report on For-K of the Company, filed August 9, 20(

Convertible Secured Promissory Note dated July2@286, between Celsion Corporation and
Boston Scientific Corporation incorporated herejrréference to Exhibit 99.2 to the Current
Report on Form -K of the Company, filed August 6, 20C

Settlement and License Agreement dated Febru&9d7, by and among Celsion
Corporation, American Medical Systems and AMS Rete@orporation, incorporated hert
by reference to Exhibit 10.1 to the Quarterly R¢por Form 10-Q of the Company for the
quarter ended March 31, 20(

Loan and Security Agreement, dated as of Novemp20@7, by and between Celsion
Corporation and Manufacturers and Traders Trustrporated herein by reference to
Exhibit 10.1 to the Current Report on For-K of the Company, filed on November 14, 2C

Stock Purchase Agreement, dated December 7, 2gGhdbetween Celsion Corporation
Boston Scientific Corporation, incorporated hetgyrreference to Exhibit 10.1 to the Current
Report on Form -K of the Company, filed December 13, 20



Code of Ethics and Business Conduct, incorporageeih by reference to Exhibit 14.1 to the
Annual Report on Form -K of the Company for the Year Ended September 803:

Consent of Stegman & Company, independent regaiaublic accounting firm for the
Certification of Chief Executive Officer pursuant$ection 302 of the Sarbanes-Oxley Act of
Certification of Chief Financial Officer pursuamt $ection 302 of the Sarbanes-Oxley Act of
Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

14.1
23.1+

Company.
31.1+

2002.
31.2+

2002.
32.1n
32.2»
+ Filed herewith

AN

*

Furnished herewitt

Management contract or compensatory plan furnisieeewith.
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SIGNATURES

Pursuant to the requirement of Sectionr1B59(d) of the Securities Exchange Act of 1934, Registrant has duly caused its annual re
on Form 10-K to be signed on its behalf by the usidaed thereunto duly authorized.

CELSION CORPORATION

March 28, 2008 By: /s/ Michael H. Tardugno

Michael H. Tardugno
President and Chief Executive Offic

March 28, 2008 By: /s/ Paul B. Susie

Paul B. Susie
Interim Chief Accounting Office

Pursuant to the requirement of the Seesriixchange Act of 1934, this report has been diggehe following persons on behalf of the
Registrant and in the capacities and on the datbsated:

SIGNATURE TITLE DATE

s/ Michael H. Tardugn President and Chief Executive Officer

(Principal Executive Officer)

March 28, 200¢
Michael H. Tardugnt

s/ Paul B. Susie Interim Chief Accounting Officer

(Principal Financial and Accounting Officer)

March 28, 2008

Paul B. Susit
/s/ Max E. Link

Chairman of the Board March 28, 2008
Max E. Link
/sl Gary W. Pace

Director March 28, 2008
Gary W. Pact
/sl Gregory Weaver

Director March 28, 2008
Gregory Weave
/s! Augustine Chow

Director March 28, 2008

Augustine Chow
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

The management of Celsion Corporationspaasible for establishing and maintaining adequréznal control over financial reporting
as defined in Rules 13a-15(f) and 15d-15(f) unerSecurities Exchange Act of 1934. The Companyésnal control over financial reporting
is designed to provide reasonable assurance regatt reliability of financial reporting and theeparation of financial statements for exte
purposes in accordance with accounting principtseglly accepted in the United States of Amei@AAP). The Company's internal control
over financial reporting includes those policies @nocedures that:

0] pertain to the maintenance of records that, inareasle detail, accurately and fairly reflect trenactions of the Company;

(ii) provide reasonable assurance that transactionre@eded as necessary to permit preparation ofifiahstatements i
accordance with GAAP and that receipts and expereditof the Company are being made only in accasaiith authorization
of management and directors of the Company; and

(i)  provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, usedisposition of th
Company's assets that could have a material effetiie financial statements

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in conditions or
that the degree of compliance with the policiepraicedures may deteriorate.

The Company's management assessed théadfexss of the Company's internal control ovearfitial reporting as of December 31, 2(
In making this assessment, management used teeaiset forth in Internal Control- Integrated Feamork issued by the Committee of
Sponsoring Organizations of the Treadway Commisg@dSO).

Based on management's assessment andctitesi@, management has concluded that, as ofibkeee31, 2007, the Company's internal
control over financial reporting was effective tmpide reasonable assurance regarding the retiabilifinancial reporting and the preparation
of financial statements for external purposes ooatdance with GAAP.

The Company's independent registered paloiountants, Stegman & Company, have issued & m@pthe Company's internal control
over financial reporting. The report of Stegman &gpany appears on the following page.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Celsion Corporation
Columbia, Maryland

We have audited Celsion Corporation's irgkcontrol over financial reporting as of Decem®&y 2007, based on criteria established in
Internal Contro-Integrated Frameworissued by the Committee of Sponsoring Organizatidrtee Treadway Commission ("COSQO"). Cels
Corporation's management is responsible for maimgieffective internal control over financial refing and for its assessment of the
effectiveness of internal control over financigbeeting included in the accompanying ManagemenrgisdR on Internal Control Over Financial
Reporting. Our responsibility is to express an @piron the company's internal control over finahmporting based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qget8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifanternal control over financial
reporting was maintained in all material respe©tst audit of internal control over financial repong included obtaining an understanding of
internal control over financial reporting, assegdime risk that a material weakness exists, artthgeand evaluating the design and operating
effectiveness of internal control based on thessskrisk. Our audit also included performing soitter procedures as we considered nece
in the circumstances. We believe that our audivides a reasonable basis for our opinion.

A company's internal control over finanaigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thai€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbet transactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, Celsion Corporation maintd, in all material respects, effective interr@itcol over financial reporting as of
December 31, 2007, based on criteria establishdeémal Control-Integrated Framewoiksued by COSO.

We have also audited, in accordance wighstandards of the Public Company Accounting Ogbtdoard (United States), the balance
sheets and the related statements of operatioasgeb in stockholders' equity/(deficit), and cdstv$ of Celsion Corporation, and our report
dated March 21, 2008, expressed an unqualifiedamin

/sl Stegman & Company
Baltimore, Maryland
March 21, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Celsion Corporation
Columbia, Maryland

We have audited the accompanying balaneetstof Celsion Corporation as of December 31, 20@i72006, and the related statements of
operations, changes in stockholders' equity/(dgfiand cash flows for each of the years in thedhrear period ended December 31, 2007.
Celsion Corporation's management is responsibléhise financial statements. Our responsibilitp isxpress an opinion on these financial
statements based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet &madbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementieneed to above present fairly, in all materialpests, the financial position of Celsion
Corporation as of December 31, 2007 and 2006, lendetsults of its operations and its cash flowsetwh of the years in the three year period
ended December 31, 2007 in conformity with accagnfirinciples generally accepted in the Unitedetatf America.

We have also audited, in accordance wighstndards of the Public Company Accounting Ogétdoard (United States), Celsion
Corporation's internal control over financial refroy as of December 31, 2007, based on criteribéshed ininternal Control-Integrated
Frameworkissued by the Committee of Sponsoring Organizatidribe Treadway Commission (COSO) and our repated March 21, 2008
expressed an unqualified opinion.

/sl Stegman & Company
Baltimore, Maryland
March 21, 2008
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CELSION CORPORATION
BALANCE SHEETS

DECEMBER 31, 2007 AND 2006

ASSETS

Current assets
Cash and cash equivalel
Short term investments available for sale, atalue
Accounts receivab—trade
Other receivable
Due from Boston Scientific Corporatit
Inventories
Prepaid expenst
Escrow accour—license fee

Total current asse

Property and equipmen+—at cost
Furniture and office equipme
Computer hardware and softw:
Laboratory and shop equipme
Leasehold improvemen

Less: Accumulated depreciati

Net value of property and equipme

Other assets
Advances under Celsion (Canada), |
Transition Services Agreement (net of allowanc&42,225 and $0, respective
Note receivable (net of discount of $168,473 angid$294, respectively
Due from Boston Scientific Corporati—Non Current
Deposits and other assi
Patent licensing fees (net of accumulated amoitizatf $7,500 and $1,87
respectively’

Total other assel

Total assets

See accompanying notes.
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December 31
2007

December 31
2006

$ 2,937,37. % 1,032,67:
3,000,00! 8,000,00!
183,04: 1,882,37:
47,11( 21,67¢
15,000,00 —
— 2,830,54!
256,87+ 430,49:
— 1,824,741
21,424,40 16,022,50
194,20( 185,87
338,34¢ 317,39(
305,34( 755,48
132,14¢ 132,14¢
970,03 1,390,89
702,15t 875,83
267,88: 515,06:
200,00( 583,32:
1,181,52 1,081,601
15,000,00 —
899,26¢ 653,93:
65,62¢ 73,12¢
17,346,42 2,391,98.
$ 39,038,700 $ 18,929,55




CELSION CORPORATION

BALANCE SHEETS—Continued

DECEMBER 31, 2007 AND 2006

December 31

2007

December 31
2006

LIABILITIES AND STOCKHOLDERS' EQUITY/(DEFICIT)

Current liabilities
Accounts payab—trade
Other accrued liabilitie
Income taxes payab
Accrued no-cash compensatic
Note payabl—current portior
Current portion of deferred rever—license fee

Total current liabilities

Long-term liabilities
Deferred reveni—license fee

Note payable

Loan payabl—principal
Loan payabl—interest
Other liabilities

Total lon¢-term liabilities

Total liabilities

Stockholders' equity / (deficit)

Common stock—8.01 par value (250,000,000 shares authorized 220184
and 10,739,208 shares outstanding at Decembe08Z,@&hd December 31

2006, respectively.
Additional paic-in capital
Accumulated defici

Less: Treasury sto—at cosi

Total stockholders' equity / (defic

Total liabilities and stockholders' equity / (defigt)

$ 1,830,45 $ 2,135,60!
5,056,38! 1,291,46'

546,00 _

8,91( 9,50(

676,85 —

— 571,42

8,118,60! 4,008,00!

— 1,809,52.

234,74 —

— 15,000,00

— 1,277,69:

34,23¢ 35,15:

268,98 18,122,37

8,387,58 22,130,37

107,84 107,39t

88,319,97 87,178,59
(55,137,75) (90,486,81)
33,290,06 (3,200,82)
(2,638,95) —
30,651,11 (3,200,82)

$ 39,038,70 $ 18,929,55
| |

See accompanying notes.
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CELSION CORPORATION

STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2007, 2006 AND 2(®

Operating expense
Research and developm
General and administrati\
Total operating expens
Loss from operation
Other income (expense
Gain on the sale of Celsion (Canada), L
Other (expense) / income, r
Interest incom
Interest expens
Loss from continuing operations before income te
Income taxe:
Loss from continuing operatiol
Discontinued Operations (Note 1
Income from discontinued operations (including gainsale o
$48,029,445 in 2007
Income tax expens
Income from discontinued operatic
Net income / (loss
Net loss from continuing operations per commone—basic
Net loss from continuing operations per commone—diluted

Net income from discontinued operations per comstar—basic

Net income from discontinued operations per comstar—
diluted

Net income / (loss) per common st—basic
Net income / (loss) per common st—diluted
Weighted average shares outstan—basic (1)

Weighted average shares outstan—diluted (1)

@

Year Ended December 31

2007

2006

2005

$ 8,230,88 $ 6,095,65 $ 6,678,85:
5,354,50. 4,057,31! 3,693,50!
13,585,39 10,152,97 10,372,36
(13,585,39) (10,152,97) (10,372,36)

— 1,011,92: —
(457,370 (215,069 (97,24¢)
668,84 636,56: 299,24!
(694,709 (1,103,64) (179,59)

(14,068,62) (9,823,20) (10,349,95)

$ (14,068,62) $ (9,823,20) $ (10,349,95)
50,236,77 2,238,97. 1,664,63!
(819,09} — —
49,417,68 2,238,97. 1,664,63!

$ 35,349,05 $ (7,584,23) $ (8,685,31)

.| .| .|

$ (131 $ 0.92) $ (0.97)

.| .| .|

$ (131 $ 0.92) $ (0.97)

©

4.6

(e

©¥
»
N
A

@
w
N
A

©

3.07

10,732,47

11,514,03

See accompanying notes.
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©

0.2

[N

©
©
N
e

&

(0.71)

©

(0.71)
10,728,43

10,741,76

0.1

©
™

0.1¢

©

&

(0.89)

©

(0.80)

10,725,09

10,792,48

Adjusted to reflect the 15:1 reverse split on Faby27, 2006 as if it occurred at the beginninghef earliest period presentt




CELSION CORPORATION

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

Year Ended December 31

Cash flows from operating activities
Net income (loss) for the ye
Non-cash items included in net income/la
Depreciation and amortizatic
Accretion of discount on note receival
Gain on sale of Proliev
Gain on sale of Celsion (Canada) L
Stock based compensat—Options
Stock based compensat—Restricted Stoc
Amortization of deferred license fi
Loss from investment in Celsion China, |
Shares issued in exchange for serv
Amortization of patent licens
Loss from disposal of property and equipm
Allowance for bad de—Celsion Canad
Net changes ir
Accounts receivab—trade
Other receivable
Inventories
Prepaid expenst
Escrow accoui—license fee
Deposits and other ass
Accounts payab—trade and accrued intere
Income taxes payab
Other accrued liabilitie

Net cash used in operating activitie

Cash flows from investing activities
Purchases of short term investme
Sale of sho-term investment
Proceeds from sale of Prolieve ast
Advances under Celsion Canada transition servigeseanen
Loss on investment in Celsion China, L
Payment of licensing fe
Proceeds from sale of property and equipn
Purchase of property and equipm
Other

Net cash provided by / (used in) in investing actities

Cash flows from financing activities
Proceeds from note payat
Payments on note payat
Proceeds from loan payal
Exercise of common stock optio
Purchase of treasury sto
Fractional share payme

Net cash (used)/provided by financing activitie

Net increase/(decrease) in cash and cash equivale
Cash and cash equivalents at beginning of peric

Cash and cash equivalents at end of peric

Cash paid for:
Interest
Income taxe:

2007 2006 2005
$ 35,349,05 $ (7,584,23) $ (8,685,31)
169,12¢ 228,26: 250,03
(99,92) = =
(48,029,44) — —
= (1,011,92) —
999,88 838,60: 17,99
70,67¢ 74,20¢ =
(269,84() (571,429 (571,429
= 207,68 95,80:
68,55¢ 47,49¢ 78,53¢
61,60¢ 1,87¢ =
15,14¢ 12,58t 1,08¢
442,22! = =
1,699,33 (1,201,65) (23,779
(25,439 (11,829 41,30:
5,79: 543,744 (1,123,97)
173,62 6,021 242,71¢
1,824,741 228,41 (46,15)
(245,33) (264,780) (356,419
358,53 1,246,15. 1,354,611
546,00( — —
(2,697,10) (22,000 663,00¢
(9,582,78) (7,232,79) (8,061,87))
(5,000,001 (12,000,00) (6,000,001)
10,000,00 10,000,00 9,900,441
9,958,61. — —
(55,409 (583,32)) =
— (196,78) —
(1,600,001) (75,000 =
10C — —
(91,199 (187,81) (108,510
— (2,647 —
13,212,11 (3,045,56) 3,791,92.
1,181,92 — —
(270,329 — —
= 9,000,001 6,000,001
2,71¢ — —
(2,638,95) = =
— (2,397 —
(1,724,63) 8,997,60; 6,000,001
1,904,69 (1,280,75) 1,730,05.
1,032,67. 2,313,43] 583,37t
$ 2,937,370 $ 1,032,67. $ 2,313,43
| | |
$ 31,02 % — 3% _
$ 273,09 $ — 3 —

See accompanying notes
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CELSION CORPORATION

STATEMENTS OF CASH FLOWS

Schedule of nor-cash investing and financing activities
Sales price of Prolieve ass

Repayment of principal and interest on loan fronstBa Scientific Corporatio
Amounts due from Boston Scientific Corporat
Payment of licensing fe

Net cash received from sale of the Prolieve as

Year ended
December 31,
2007

$ 60,000,00

(16,941,38)
(30,000,00)
(3,100,00)

$ 9,958,61!




CELSION CORPORATION
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY/(DEFI CIT)

YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

Common Stock

Additional
Paid-in Treasury Accumulated
Shares Total Capital Stock Deficit Total
Balance at January 1, 20 10,716,04 $ 107,16: $ 86,080,97 $ — % (74,217,26) $ 11,970,86
Shares and Stock Options isst
in exchange for service 10,133 101 139,84 — — $ 139,94¢
Net loss — — — — (8,685,31) (8,685,31)
Balance at December 31, 2C 10,726,17 107,26. 86,220,81 — (82,902,58) 3,425,49
Stock-based compensation
expense related to employee
stock options — — 838,60: — — 838,60:
Shares issued in exchange for
services 13,627 13€ 47,36: — — 47,49¢
Stock based compensation—
restricted stocl — — 74,20¢ — — 74,20¢
Fractional share payme (596 — (2,397 — — (2,399
Net loss — — — — (7,584,23)) (7,584,23)
Balance at December 31, 2C 10,739,20 107,39¢ 87,178,59 — (90,486,81) (3,200,82)
Stoclk-based compensatic
expense related to employee
stock options — — 999,88 — — 999,88:
Shares issued in exchange for
services 16,89¢ 16¢ 68,38¢ — — 68,55¢
Stock based compensat—
restricted stocl — — 70,67¢ — — 70,67¢
Issuance of restricted stock up
vesting 26,04« 26C (260) — — —
Exercise of common stock
warrants and optior 1,774 18 2,70( — — 2,71¢
Treasury stock acquired ( (659,739 — — (2,638,95) — (2,638,95)
Net income — — — — 35,349,05 35,349,05
Balance at December 31, 2C 10,124,18 $ 107,84 $ 88,319,97 $ (2,638,95) $ (55,137,75) $ 30,651,11

) On December 7, 2007, the Company repurchased @58¥8es of its Common Stock that was held by BoStientific Corporatior
The purchase price was $4.00 per share.

Shares outstanding and share amounts adjtsteflect the 15:1 reverse split on February2®D6 as if it had occurred at the beginnin
the earliest period presented.

See accompanying notes.
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description Of Busines

Celsion Corporation, referred to hereirfi@slsion", or "the Company," a Delaware corporatiased in Columbia, Maryland, is a
biotechnology company dedicated to furthering theetopment and commercialization of oncology dringfuding tumor-targeting treatments
using focused heat energy in combination with laetivated drug delivery.

Celsion is currently conducting Phasenichl trials of (i) a treatment for liver cancelingsa combination of ThermoDox, a proprietary
encapsulation of doxorubicin, a common cancerdtrgatrug, in a heat-activated liposome which Celdicenses exclusively from Duke
University, and Radio Frequency Ablation, or RFAl i) a treatment for recurrent chest wall brezstcer using a combination of Thermol
and microwave heat.

Basis Of Presentatio

The accompanying financial statements limaen prepared in accordance with United Statesrgiynaccepted accounting principles and
include the accounts of the Company and its mgjanitned subsidiaries. All significant inter-compangnsactions and balances have been
eliminated in consolidation. As described in Not¢éhde Company owned 71.3% of the outstanding shadr€glsion China, Ltd until the second
quarter of 2006 and a 100% ownership interestérotltstanding shares of Celsion (Canada) Ltd. faaigust 2005 until January 2006. The
results of operations from these subsidiaries ansalidated in these financial statements for #@pls during which such ownership was h
The Company sold 100% of the outstanding shar€etsion (Canada) Ltd. during the first quarter 0@ and terminated its interest in Cels
China, Ltd. during the second quarter of 2006. Adowly, Celsion does not own any subsidiariesfd3exember 31, 2007.

Cash and Cash Equivalents

Cash and cash equivalents include castand bnd investments purchased with an original ritatof three months or less. A portion of
these funds are not covered by FDIC insurance.

Fair Value of Financial Instrumen
The carrying values of financial instrunmeapproximate their respective fair values.
Short Term Investments

The Company classifies its investments arkatable securities with readily determinable failues as investments available-for-sale in
accordance with Statement of Financial Accountitan8ards (SFAS) No. 115Atcounting for Certain Investments in Debt and Bqui
Securities'. Available-for-sale securities consist of debtl @guity securities not classified as trading séiesror as securities to be held to
maturity. The Company has classified all of itsastments as available-for-sale. Unrealized holdeigs and losses on available-for-sale
securities are reported as a net amount in acct@tutdher comprehensive gain or loss in stockheldsuity until realized. Gains and losses
on the sale of available-for-sale securities aterd@ned using the specific identification method.

The Company's short term investments con§i8uction Rate Certificates and Auction Prefdr&ecurities. Auction Rate Certificates are
municipal bonds which pay interest at a floatinig 1set
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

periodically, usually 7, 28 or 35 days. Auctionfereed Securities are issued by closed end bondsfand pay dividends every 7, 28 or

35 days. Increases or withdrawals from investmeaistake place every 7, 28 or 35 days. Both investrwehicles are rated A1P1 commercial
paper equivalents, trade at par and do not havéfisnt market fluctuations. The cost basis of @@mpany's short-term investments are their
respective fair values.

Accounts Receival—Trade

Amounts due to Celsion from the sale ofliBve control units and catheter kits and amounts uhder the Transition Services Agreement
with Boston Scientific Corporation ("BSC" or "Bost&cientific") comprise the entire balance of AacctsuReceivable—Trade. The Company
believes that the full value of its accounts reable balance will be collected, and accordingly masestablished an allowance for doubtful
accounts. The Prolieve assets were sold to BostmmtHic on June 21, 2007—see Note 16 for discargd operations

Inventories

Previously, inventories were stated atitfneer of cost or market. Prolieve control units evénacked by serial number and cost was the
actual cost of each unit. Catheter kits were cdrateaverage cost. There were no general and astnaitive costs included in the carrying va
An inventory reserve was established to reflectetstanated value of excess and obsolete inventdng.reserve for obsolete and excess
inventories of $—0- and $7,000 was recorded asemfeinber 31, 2007 and 2006, respectively. As mdikedeascribed in Note 16, the
Company sold its Prolieve assets in June 2007.

Property and Equipmet

Property and equipment is stated at cospreciation is provided over the estimated uséfaklof the related assets, ranging from three to
seven years, using the straight-line method. M@pewals and improvements are capitalized at cwkbedinary repairs and maintenance are
charged against operations as incurred. Deprepiatipense was $169,000, $228,000 and $219,00@é&vs ended December 31, 2007, 2006,
2005, respectively.

The Company reviews property and equiprf@mimpairment whenever events or changes in cigtances indicate that the carrying
amount of an asset may not be recoverable. An @ssehsidered impaired if its carrying amount eed=ethe future net undiscounted cash
flows that the asset is expected to generate chi sisset is considered to be impaired, the impairmezognized is the amount by which the
carrying amount of the asset, if any, exceedsitsvalue determined using a discounted cash flawleh

Deposits
Deposits include real property securitya®ts and other deposits which are contractuatiyired and of a long-term nature.
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Patent License

The Company has purchased several licdoseights to patented technologies. Patent licexusts are amortized on a straight-line basis
over the estimated life of the related patent. Weghed-average amortization period for these assdiO years.

Revenue Recognitic

Revenue was recognized on Prolieve contrnité as they were sold to ultimate customers bst@oScientific. Prolieve control units
shipped to Boston Scientific but not yet sold ttiinste customers were reflected in finished goodsiitory. Revenue on the sale of catheter
kits was recognized upon shipment to Boston Sdienfll of Company's revenues, which included irs€@ntinued Operations, for the years
ended December 31, 2007, 2006 and 2005 were ddrimedsales to Boston Scientific, a United Statasddl corporation. As more fully
described in Note 16 to the financial statemehts,Gompany sold its Prolieve assets to Boston 8fiteof June 21, 2007.

Comprehensive Income

SFAS No. 13Reporting Comprehensive Incomestablishes standards for the reporting andalspi comprehensive income and its
components in the Company's consolidated finaistéaéments. The objective of SFAS No. 130 is torep measure (comprehensive income
(loss)) of all changes in equity of an enterprisa result from transactions and other economiatsvia a period other than transactions with
owners. The Company had no unrealized gains oe$oss short-term investments available-for-saldHeryears ended December 31, 2007,
2006 and 2005.

Cost of Sales

Cost of sales included the inventory cangyalue of items sold, shipping and handling, elisneous production costs, excess and
obsolescence costs and warranty expenses. As nityreléscribed in Note 16 to the financial statetsethe Company sold its Prolieve assets
to Boston Scientific of June 21, 2007.

Product Warrantie:

Celsion previously warranted Prolieve cohtmits for a period of 12 months from date ofidkly to the end user and catheter kits until
the date of expiration. Warranty exposure is reei@wand accruals, if any, are included in cost tifssa he Company has accrued a warranty
reserve as of December 31, 2007 and 2006 in theirsinod $-0- and $15,000, respectively. As moreyfdiéscribed in Note 16 to the financial
statements, the Company sold its Prolieve ass&sdton Scientific of June 21, 2007. Accordingly vaarranties on Prolieve units transferred
to Boston Scientific.

Research and Developme

Research and development costs are expessadurred. Equipment and facilities acquiredrésearch and development activities that
have alternative future uses are capitalized aadgeltl to expense over their estimated useful lives.
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Net Income / (Loss) Per Common Sh

Basic and diluted net income/(loss) per cmm share was computed by dividing net income/|lfissthe year by the weighted average
number of shares of Common Stock outstanding, basiic and diluted, during each period. The imp&€@anmon Stock equivalents has been
excluded from the computation of diluted weightedrage common shares outstanding in periods where ts a net loss, as their effect is
anti-dilutive. Net income/(loss) per share has beenstelflito reflect the 15:1 reverse split effectivereary 27, 2006 as if it had occurred at
beginning of the earliest period presented.

Income / (loss) per common share have beerputed using the following:

Years Ended December 31,

2007 2006 2005
Weighted average common shares outstan 10,732,47 10,728,43 10,725,09
Dilutive effect of outstanding options and warra 781,55:¢ 13,33: 67,39:
Weighted average common shares outsta—diluted 11,514,03 10,741,76 10,792,48

Nonmonetary Transactior

Nonmonetary transactions are accountethfaccordance with Accounting Principles Board (ARBinion No. 29, Accounting for
Nonmonetary Transactions, which provides thatthesfer or distribution of a nonmonetary assetatility generally is based on the fair va
of the asset or liability that is received or sadered, whichever is more clearly evident.

Income Taxe

Income taxes are accounted for under thetasd liability method. Under this method, defdrtax assets and liabilities are recognizet
the future tax consequences attributable to diffeee between the financial statement carrying amsaafrexisting assets and liabilities and
their respective tax bases and operating lossandredit carryforwards. Deferred tax assets aatalliies are measured using enacted tax rates
expected to apply to taxable income in the yeawghith those temporary differences are expectdxbtecovered or settled. The effect on
deferred tax asset and liabilities of a changexrates is recognized in results of operatiorttsgnperiod that the tax rate change occurs.
Valuation allowances are established, when necgssareduce deferred tax assets to the amounictegbéo be realized.

The Company adopted the Financial Accogn8tandards Board issued Interpretation 48 "Acdogrfor Uncertainty in Income Taxes—
An Interpretation of FASB Statement No. 109" ("hptestation 48") as of January 1, 2007. Interpretati8 states that a tax position is
recognized as a benefit only if it is "more likéhan not" that the tax position taken would beangd in a tax examination, presuming that a
tax examination will occur. The adoption of Intexfation 48 had no effect on the Company's finarsteements.

The Company recognizes interest and/orliesaelated to income tax matters in the incoexeexpense category.
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Use of Estimates

The preparation of financial statementsdnformity with accounting principles generally apted in the United States of America
requires management to make estimates and assasihiat affect the reported amounts of assetsiabitities and disclosure of contingent
assets and liabilities at the date of the finanstialements and the reported amounts of revenuksxgenses during the reporting period. Ac
results could differ from those estimates.

Stock-Based Compensation

As more fully described in Note 12, the @amy has three stock option plans that provideéor-qualified and incentive stock options to
be issued to directors, officers, employees andwltemts the 2007 Employee Stock Incentive Plame(2007 Plan"), the 2004 Employee Stock
Incentive Plan (the "2004 Plan™) and the 2001 Stopkion Plan (the "2001 Plan™).

Prior to January 1, 2006, the Company actzmlifor options issued under the plans underabegnition and measurement provisions of
APB Opinion No. 25Accounting for Stock Issued to Employeasd related interpretations, as permitted by FAEBement No. 123,
Accounting for Sto-Based CompensatiarNo stock-based compensation cost related to graplstock options was recognized in the
Statement of Operations for the year ended DeceBthe2005 as all options granted under the pladsanaexercise price equal to the market
value of the underlying common stock on the datgraht.

Effective January 1, 2006, the Company &etbthe fair value recognition provisions of FASBt8ment No. 123(Rphare-Based
Paymen, using the modified-prospective-transition methddder that transition method, compensation casigrized in the year ended
December 31, 2006 includes: (a) compensation costlf share-based payments granted prior to, buyet vested as of December 31, 2005,
based on the grant date fair value estimated iordeace with the original provisions of Stateme2®,land (b) compensation cost for all share-
based payments granted subsequent to January@,, [288d on the grant-date fair value estimatedéordance with the provisions of
Statement 123(R). Financial results for the yealedrDecember 31, 2005 have not been restated.

Recent Accounting Pronounceme

In June 2006, the Financial Accounting 8tads Board issued Interpretation 48 "Accountingfacertainty in Income Taxes—An
Interpretation of FASB Statement No. 109" ("Intextation 48") which clarifies the accounting for erntainty in income taxes recognized in
accordance with FASB Statement 109, Accountindrfoome Taxes. This interpretation prescribes ageition threshold and measurement
attribute for the financial statement recognitiow aneasurement of a tax position taken in a taxmefl he interpretation also provides
guidance on derecognition, classification, inteegst penalties, accounting for interim periodscldisure and transition and is effective for
periods beginning after December 31, 2006. As dised in Note 9, the Company has substantial neatipg loss carryforwards that are fully
reserved and that are available to reduce itsduaxable income. As a result, the adoption ofrpritation 48 did not have a material effect on
the Company's results of operations, financial g¢@rdor liquidity.
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

In September 2006, the Financial AccounStandards Board issued SFAS No. 157 "Fair Valuaddements”, which defines fair value,
establishes a framework for consistently measugirgvalue under generally accepted accountingcplas, and expands disclosures about fair
value measurements. SFAS No. 157 is effectivelfierGompany on January 1, 2008 and is not expeateave a significant impact on the
Company's financial statements.

In February 2007, the Financial AccountBtgndards Board issued SFAS No. 159 "The Fair V@loton for Financial Assets and
Financial Liabilities—ncluding an amendment of FASB Statement No. 1$5AS No. 159 permits entities to choose to measligile items
at fair value at specified election dates and reporealized gains and losses on items for whielfdir value option has been elected in
earnings at each subsequent reporting date. SFA%3%as effective for fiscal years beginning aftEsvember 15, 2007 and is not expected to
have a significant impact on the Company's findrstetements.

In December 2007, the FASB issued SFASIMG. (revised 2007), "Business Combinations"” (SFAS N1(R)"). SFAS No. 141(R)
established principles and requirements for howaquirer recognizes and measures in its finantaéments the identifiable assets acquired,
the liabilities assumed, and any noncontrollingiast in the acquiree, and the goodwill acquirétARSNo. 141(R) also established disclosure
requirements to enable the evaluation of the natndefinancial effects of the business combinat®&AS No. 141(R) is effective for fiscal
years beginning after December 15, 2008. The Cownigacurrently evaluating the impact that SFAS l41(R) will have on its financit
statements.

Reclassification:
Certain amounts for the years ended DeceBihe2005 and 2006 have been reclassified to confo the presentation adopted for 2007.
2. FINANCIAL CONDITION

Since inception, the Company has incurtdzstantial operating losses, principally from exg@Enassociated with the Company's research
and development programs, clinical trials conduatezbnnection with the Company's treatment systemd applications and submissions to
the Food and Drug Administration. The Company lveliethese expenditures are essential for the cocmieation of its technologies. As a
result of these expenditures, as well as genethhdministrative expenses, the Company has an adated deficit of $55.1 million as of
December 31, 2007.

The Company expects its operating lossesmtinue for the foreseeable future as it consriteclinical trials and product development
efforts. The Company's ability to achieve profitépis dependent upon its ability to obtain goveental approvals, produce, and market and
sell its new products. There can be no assurardteitt Company will be able to commercialize ithteology successfully or that profitability
will ever be achieved. The operating results ofGlmenpany have fluctuated significantly in the paste Company expects that its operating
results will fluctuate significantly in the futuesnd will depend on a number of factors, many ofoltdre outside the Company's control.

Celsion has made a significant commitmeritdat-activated liposome research and developprejects and it is the Company's intention
at least to maintain, and possibly increase, tlve pad scope of these activities. Management ledithat adequate funding is available from
cash resources
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

2. FINANCIAL CONDITION (Continued)

on hand at December 31, 2007 and the collectiots &0 million receivable from Boston Scientif@fund its operations through 2009.

In the event of a default by Boston Sciéméind alternate, adequate funding is not avadlathle Company may be required to delay, scale
back or eliminate certain aspects of its operat@ratempt to obtain funds through unfavorablargements with partners or others that may
force it to relinquish rights to certain of its kewlogies, products or potential markets or thaldémpose onerous financial or other terms.
Furthermore, if the Company cannot fund its ongalagelopment and other operating requirementsicpéatly those associated with its
obligations to conduct clinical trials under owehsing agreements, it will be in breach of thesmbking agreements and could therefore lose
its license rights, which could have material adeezffects on its business.

3. INVENTORIES

Inventories are stated at the lower of cosharket and consist of the following at Decemikr

December 31 December 31
2007 2006
($000s) ($000s)

Component: $ 0 $ 29
Finished Good 0 2,80¢
0 2,831

Less: reserv 0 @)
$ 0 $ 2,83(

4. INVESTMENT IN CELSION CHINA. LTD.

On December 15, 2003, the Company annoutieefbrmation of a joint venture with Asia Pacifife Science Group, Ltd., a group of
Hong Kong-based investors, to develop our technetognd distribute our products in Greater ChirelsiGn acquired 45.65% of the equity of
Celsion China, Ltd. for $0.2 million on February?®04.

On January 12, 2006, Celsion acquired théur25.65% of the equity of Celsion China, Ltabnfr Asia Pacific Life Science Group, Ltd. !
$0.025 million, increasing Celsion's total equibsjtion to 71.3%.

An additional cash advance in the amou®00084 million in the form of a loan was made &<tbn China, Ltd. on January 27, 2006.

Celsion terminated its interest in Cels@@rina, Ltd. on May 9, 2006. The loan write-off, etlieceivable write-off and final dissolution
expenses related to Celsion China, Ltd. were regbas a loss on investment in Celsion China, Lft80d million.

5. NOTE RECEIVABLE

On August 25, 2005, the Company formed iGeléCanada) Limited, a 100%-owned subsidiary,dldlfall the tangible and intangible
assets related to its Adaptive Phase Array ("AR&Ehnology for the treatment of breast cancer. Sudsidiary conducted no financial
transactions, but was consolidated for purposdimafficial reporting. On January 16, 2006, Celsiontdbuted to Celsion
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

5. NOTE RECEIVABLE (Continued)

(Canada) all of the Company's assets relatingstARA technology for the treatment of breast canékso on that date, the Company entered
into a Stock Purchase Agreement with the Compdayisder and former officer and director, Dr. AugastY. Cheung, whereby the Company
sold to Dr. Cheung all of the issued and outstapdhmares of capital stock of Canada. The Compauwyareed to provide certain services to
Canada pursuant to a Transition Services Agreebsnteen the Company and Canada.

Under the Stock Purchase Agreement, ah@fcapital stock of Canada was transferred t@dbeung in exchange for a promissory note
made by Dr. Cheung in favor of the Company in thiegipal amount of $1.5 million to be paid overexipd of up to 78 months and securec
a pledge of 100,536 shares of Celsion common siacled by Dr. Cheung and his wife and the commitnoéi@anada to pay a 5% royalty on
the net sales of certain products sold by and patsmalties received by Canada and its successarassigns, of up to $18.5 million. The
Company recorded a net gain on sale of Celsion @aof$1.01 million during the year ended Decen8igr2006.

The terms of the note receivable only dyeai interest charge in the event that schedutstingnts are in arrears. The $1.5 million note
was therefore discounted at the prime rate in effanuary 16, 2006 (7.25%) plus 1.0%, or 8.25%,thadalance, net of discount, of
$1.15 million was recorded in the financial statatseabove. Interest income of $0.08 million and$dnillion was recorded on the promiss
note for the years ended December 31, 2007 and, 28§ectively.

6. ADVANCES UNDER CELSION (CANADA), LIMITED TRANSIT ION SERVICES AGEEMENT

In conjunction with the sale of CanadayarnBition Services Agreement was entered into wier@ Celsion sublet space in the
Company's offices for use by Canada to carry obutsness, for a period of up to six (6) monthsrfithe date of the agreement; (ii) Celsion
provided administrative support services as ne@uéte operation of Canada's business for the geridhe sublease; and (iii) Celsion
advanced funds to pay salary and health and diestalance of each of certain employees of Canaddhenexpenses reasonably incurred in
connection with the operation of Canada's busiopge $0.1 million for the shorter of the periodlemg June 30, 2006 or the date of closing by
Canada of a transaction involving the merger ofa@aninto a newly created Canadian Capital Pool Gmyjand a simultaneous funding
through a private placement of shares under teppsoaed by the Toronto Stock Exchange (the "Caffadasaction™). Within ten days after
the closing of the Canada Transaction, Canadapajlithe Company all amounts due under the Trans8&rvices Agreement.

The Transition Services Agreement was amémh March 28, 2006 to advance Canada an addi@nz million to fund reasonable
operating expenses. This additional advance isyedpp@ under the same terms as the Transition SErigreement. The cumulative balance
advanced under the Transition Services Agreemerareended, at December 31, 2007 was $0.6 million.

The Canada Transaction did not close bgdtsnated date of December 31, 2006. Based onstilmns with Canada management, Cel
management established that diligent efforts weiegomade by Canada management to close the Canasaction on a timely basis and
agreed to extend the due date for repayment dbtreto the earlier of the closing of the Canadan$action or June 30, 2007. As of
December 31, 2007, Canada had not closed the ttéosaor had it paid the amounts due. Accordingig, Company has placed an allowance
of $0.4 million against the amounts due. The reigibalance of $0.2 million is personally guaradteg Dr. Cheung.
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
7. SECURED LINE OF CREDIT

On November 9, 2007, the Company enteredaroan and Security Agreement (the "Agreemenith Manufacturers and Traders Trust
Company ("M&T") pursuant to which M&T agreed to pide a drawdown credit facility to the Company (the "Creditchiy"). The Company
may request advances under the Credit Facilityrateanot to exceed $1.5 million per month, up toaximum principal amount under the
Credit Facility of $6.5 million. Each advance idfct to, among other customary conditions, a datetion by M&T in its good faith
discretion, that the Company owns less than $0ltomin cash and other property readily converibito cash, excluding a $1.0 million cash
collateral account to be held at M&T. Amounts bered by the Company under the Credit Facility arghi@ may not be re-advanced to the
Company.

The Credit Facility is secured by (i) the@million cash collateral account and (ii) subglly all of the Company's assets. The Credit
Facility bears interest on the outstanding balariaerate of the London Interbank Offered Rate Bli§%. Accrued interest on the outstanding
balance is payable monthly. The total outstandiigcipal and accrued interest balance on the Creatitlity is due and payable on June 21,
2008. As of December 31, 2007, the Company hadnaate any draws against the line of credit.

The Agreement specifies certain eventseddualt, pursuant to which M&T could require immddiaepayment by the Company of all
outstanding amounts under the Credit Facility.ddition to customary events of default relatinghb@anges in the operations and financial
condition of the Company, in connection with paymsetue to the Company pursuant to the previoustpanced sale by the Company of its
Prolieve assets to Boston Scientific Corporatibe,Agreement specifies certain events of defaldting to changes in the operations and
financial condition of Boston Scientific Corporatio

8. NOTE PAYABLE

On July 23, 2007, the Company enteredaffsemium Finance Agreement (the "agreement") Rliitiron Capital Corporation
("Flatiron") whereby Flatiron funded certain insanca premiums in the amount of $1,313,250 on bedfdatie Company. In exchange, the
Company will make 21 installments of $59,418 begigron August 23, 2007. Interest accrues at aabf98% on outstanding balances.

9. INCOME TAXES

A reconciliation of the Company's statuttay rate to the effective rate for the years eridedember 31, 2007, 2006 and 2005 is as
follows:

Year Ended December 31,

2007 2006 2005
Federal statutory ra 34.(% 34.(% 34.(%
State taxes, net of federal tax ben 4.6 4.€ 4.6
Valuation allowanct (38.6€) (38.6) (38.6)

0.C% 0.C% 0.C%
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
9. INCOME TAXES (Continued)

As of December 31, 2007, the Company hadperating loss carry forwards of approximatelyt $4million for federal income tax
purposes that are available to offset future tax@aidome through the year 2027.

Approximate Amount Of Unused

Operating Loss Carryforwards Expiration During
($000s) Year Ended
$ 8,20( 12/31/202
2,30(C 12/31/202:
15,60( 12/31/202:
8,20( 12/31/202!
7,40(C 12/31/202
$ 41,70(

The components of the Company's deferneddaet as of December 31, 2007 and 2006 arelawol

As of December 31,

2007 2006

($000s) ($000s)
Net operating loss carry forwar $ 16,11¢ $ 30,09t
Compensation expense related to employee stockrty 38¢€ 353
16,50¢ 30,44¢
Valuation allowanct (16,509 (30,449
$ — 3 —

The evaluation of the realizability of sutéferred tax assets in future periods is madecbagen a variety of factors that affect the
Company's ability to generate future taxable incosneh as intent and ability to sell assets antfiésl and projected operating performance.
At this time, the Company has established a valnatserve for all of its deferred tax assets. Saklassets are available to be recognized and
benefit future periods.

The income tax expense of $0.8 million rded on the year ended December 31, 2007 reprebentdternative Minimum Taxes that are
due as a result of the gain on the sale of thedmhssets.

10. CELSION EMPLOYEE BENEFIT PLANS

Celsion maintains a defined-contributioarpunder Section 401(k) of the Internal RevenueeCdte plan covers substantially all
employees over the age of 21. Participating em@syeay defer a portion of their pretax earninggoupe Internal Revenue Service annual
contribution limit. No employer contributions halveen made to the plan since its inception.

Celsion also has established Flexible Sipgnaind Dependent Care Accounts allowing volungamsticipation. Participating employees
elect to use pretax dollars, for preset, cappedgtiayeductions. These deductions are to be udlizg the employee for qualified out-of-pocket
medical expenses and qualified dependent care sgpen
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
11. LICENSING AGREEMENT

Celsion entered into a Distribution Agreemneith Boston Scientific on January 20, 2003 parguo which the Company granted Boston
Scientific exclusive rights to market and distritite Prolieve Thermodilatation® system and its ponent parts for the treatment of BPH in
all territories other than China, Taiwan, Hong Kphacao, Mexico and Central and South America. ddreement was terminated upon the
sale of the Prolieve assets to Boston Scientifidume 21, 2007 (as more fully described in Note Thg Distribution Agreement had a seven-
year term commencing on February 21, 2004. Thegsgpteviously shared gross sales (less costsxgahges) attributable to the prodt

Celsion received a $4.0 million licensimeg funder the Distribution Agreement, $2.0 millidmdich was placed in an interest bearing
escrow account for a period of 36 months endingualy 21, 2007 for payment of any legal expensaiements, license fees, royalties,
damages or judgments incurred by Celsion or BoSthentific in connection with any patent litigatioglated to alleged infringement of third
party patents. Interest on the funds was retaineldd escrow account and accrued to the bene@ietsion. The balance remaining in the
escrow was released to Celsion on February 20, a08&pplied to settlement of a patent infringent@nsuit with American Medical
Systems, Inc. and AMS Research Corporation (toge#ferred to as "AMS").

The Company recognized the licensing feerate of $0.047 million per month over the seyear term of the Distribution Agreement
which began February 21, 2004. Upon the sale oPthéeve assets on June 21, 2007, the remainilagda of the fee was recorded as income
and included in the gain on the sale of the Preli@ssets during the quarter ended June 30, 2007.

12. STOCKHOLDERS' EQUITY / (DEFICIT)
Common Stock
Reverse stock sp

On February 27, 2006, the Company affeat&8:1 reverse stock split of the Company's issuneboutstanding shares of Common Stock.
As of that date, each fifteen shares of the Compdsagsued and outstanding shares of Common Stork augomatically combined, converted
and changed into one share of Common Stock of tmepgany (the Reverse Split). No fractional sharesevssued as a result of the Reverse
Split. Instead, the Company paid cash in lieu a€fional shares based on the average closing giritee Company's Common Stock for the
five trading days prior to the effective date of Reverse Split. Unless otherwise noted hereishalte numbers and per share financial
information in this Annual Report on Form 10-K aresented after giving effect to the reverse stmii.

Treasury Stock

On December 7, 2007, the Company purch@58(738 shares of its Common Stock that was heBdsyon Scientific Corporation. The
purchase price was $2.64 million, which is $4.009fmre. The Treasury Stock was accounted for uhdecost method and is shown as a
reduction to stockholders' equity.

Employee Stock Option

The Company has long-term compensationspiaait permit the granting of incentive awardshie form of stock options. Generally, the
terms of these plans require that the exercise pfiche
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12. STOCKHOLDERS' EQUITY / (DEFICIT) (Continued)

options may not be less than the fair market vafueelsion's Common Stock on the date the optioageanted. Options generally vest over
various time frames or upon milestone accomplishmeé@ome vest immediately. Others vest over a gdr&ween one and five years. The
options generally expire ten years from the dathefgrant.

2001 Stock Option Plan

In 2001, the Board of Directors adoptedioals plan for directors, officers and employeeg (tA001 Plan™). The purpose of the 2001 Plan
was to promote long-term growth and profitabilifyGelsion by providing key people with incentivesitprove stockholder value and
contribute to the growth and financial success@gion, and to enable the company to attract,retad reward the best available persons for
positions of substantial responsibility.

The 2001 Plan permitted the granting o€lstoptions (including nonqualified stock optionglancentive stock options qualifying under
Section 422 of the Code) and stock appreciatidmsigr any combination of the foregoing. During yfear that ended December 31, 2007,
195,043 options became available under the 2001 &Hd were rolled into the 2007 Stock IncentivenPla

2004 Stock Incentive Plan

In 2004, the Board of Directors adoptedioals plan for directors, officers and employeeg (tt004 Plan™) that provides for stock
instruments to be issued enabling the holder thi¢oemcquire Common stock of the Company at priegermined by the Company's Board of
Directors. The purpose of the 2004 Plan is to pttentiee long-term growth and financial success ef@ompany and enable the Company to
attract, retain and reward the best available psrfor positions of substantial responsibility. 2694 Plan permits the granting of awards in
the form of incentive stock options, restrictedckiaestricted stock units, stock appreciationtsgbhantom stock, and performance awards, or
in any combination of the foregoing. The 2004 REnminates in 2014, 10 years from the date of tha'® adoption by the Company's
stockholders.

The 2004 Plan permits the grant of optiang shares for up to 666,667 shares of the Comp&uayhmon Stock (after adjustment for the
15:1 reverse stock split on February 27, 2006)imguthe year ended December 31, 2007, optionsitcthpse 88,379 shares became available
under the 2004 Plan and were rolled into the 2G0¢kSncentive Plan.

2007 Stock Incentive Plan

On June 13, 2007, the Company adopted ét&dd Corporation 2007 Stock Incentive Plan (@07 Plan™). The purpose of the 2007
Plan is to promote the long-term growth and proflity of the Company by providing incentives topnove stockholder value and enable the
Company to attract, retain and reward the bestahlaipersons for positions of substantial resgmlityi. The 2007 Plan permits the granting
awards in the form of incentive stock options, neaddied stock options, restricted stock, restrcstock units, stock appreciation rights,
phantom stock, and performance awards, or in ambawation of the foregoing. During the year endext®&mber 31, 2007, 103,500 options
were issued. No options were canceled or expirgetine plan. On December 31, 2007, there wereb806hares available out of 1,000,000
shares authorized and available under the 2007 Rlacanceled and expired
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12. STOCKHOLDERS' EQUITY / (DEFICIT) (Continued)

options under the 2001 Plan and the 2004 Plan beewailable for issue under the 2007 Plan. As natexte, there were 283,422 shares
available from the 2001 and 2004 plans.

The Company has issued stock options amthwis to employees, directors, vendors and ddders Options and warrants are generally
granted at market value at the date of the grant.

Incentive stock options may be granteduicipase shares of Common Stock at a price nothass100% of the fair market value of the
underlying shares on the date of grant, providetltthe exercise price of any incentive option gedrb an eligible employee owning more t
10% of the outstanding stock must be at least 16D#te such fair market value on the date of grémy officers and key employees may
receive incentive stock options; all other quatifigarticipants may receive non-qualified stock @i

Option awards vest upon terms determinethéyBoard of Directors. Restricted stock awar@sfqggmance stock awards and stock options
are subject to accelerated vesting in the eveatatifange of control. The Company issues new shasisfy its obligations from the exercise
of options.

Options Issued to Consultants for Services

The Company periodically issues optionsdnsultants in exchange for services provided.falteralue of options granted is measured in
accordance with SFAS 123(R) using the Bl&ttoles option pricing model and recorded as arresein the period in which such services
received. Generally, the terms of these plans redhat the exercise price of such options maybedess than the fair market value of the
Company's Common Stock on the date the optiongrarged. Consultant options generally vest ovelouartime frames or upon milestone
accomplishments. Some vest immediately upon isgudrte options generally expire 10 years from #ite @f grant. During the year ended
December 31, 2007, options to purchase 10,000 slaagestrike price of $5.84 were issued pursumatdonsulting agreement. There were no
options issued to consultants in the year ende@mber 31, 2006. In the year ended December 31, 200800 shares were issued at a strike
price of $4.20.

Warrants

Celsion has warrants outstanding at Dece®be2007 enabling the holders thereof to purchgse 566,793 shares of the Company's
Common Stock at a weighted average exercise pfig@®61. The warrants were issued in exchangedosulting and financing services
provided in past years, including prior privateqalmments of equity securities. There was no compiensar other expense recorded for the
ended December 31, 2007 related to warrants odlisign
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The following is a summary of stock optimd warrant activity for the three years ended Ddxg 31, 2007:

Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Options Exercise Term Intrinsic
Stock Options Outstanding Price (in years) Value
Outstanding at December 31, 2004 763,880 $ 10.6¢
Granted 568,01° 6.0C
Exercisec — —
Cancelled or expire (55,11) 10.5C
Outstanding at December 31, 2( 1,276,79: 8.7(
Granted 154,23 4,04
Exercisec — —
Canceled or expire (572,500 8.1(
Outstanding at December 31, 2( 858,52 8.5¢
Granted 817,50( 3.5z
Exercisec (66€) 4.0¢
Canceled or expire (176,520 5.7¢
Outstanding at December 31, 2( 1,498,84. 6.17 74 $ 239,20:
| | | |
Exercisable at December 31, 2( 782,82' $ 8.41 5¢ $ 2,70:

(1) Options outstanding and weigh-average exercise prices have been adjusted tetréfle February 27, 2006 15:1 reverse stock ¢

Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Warrants Exercise Term Intrinsic
Warrants Outstanding Price (in years) Value
Outstanding at December 31, 2( 993,04( $ 15.3(
Granted 39 3.7
Exercisec — —
Cancelled or expire (19,43) 27.3(
Outstanding at December 31, 2( 973,64¢ 14.6¢
Granted — —
Exercisec — —
Canceled or expire (271,24°) 14.2¢
Outstanding at December 31, 2( 702,40: 14.8:
Granted — —
Exercisec (1,108 3.7
Canceled or expire (134,500 8.5(
Outstanding at December 31, 2( 566,79: 15.61 08 $ 34,51¢
| | | |
Exercisable at December 31, 2( 566,79: $ 15.61 08 $ 34,51t




(1)  Warrants outstanding and weigh-average exercise prices have been adjusted tatréile February 27, 2006 15:1 reverse stock ¢

F-23




CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
12. STOCKHOLDERS' EQUITY / (DEFICIT) (Continued)
Restricted Stocl

A summary of the status of the Companyfswested stock awards as of December 31, 2007 lzantyes during the years ended
December 31, 2007 and 2006, is presented below:

Weighted

Average

Fair Value
Restricted Stock Outstanding at Grant Date
Non-vested stock awards at January 1, 2 — —
Granted 53,32 3.92
Vested — —
Forfeited (26,879 4.0¢
Non-vested stock awards at December 31, 2 26,44 3.7¢
Granted 53,00( 2.5¢
Vested (26,044 4,12
Forfeited (3,400 2.4¢
Non-vested stock awards at December 31, 2 50,00 $ 2.4z

|

SFAS 123(R) stoc-based compensation expense

The following table illustrates the effect net loss and loss per share if the Company pplied the fair value recognition provisions of
Statement 123 to options granted under the Compatngtk option plan for the year ended Decembe@05. For purposes of this pro forma
disclosure, the value of the options is estimatgdgia Black-Scholes option-pricing formula and #imed to expense over the options' vesting
periods.

2005

($000s except per share data)

Net loss, as reporte $ (8,65¢)
Deduct: Stoc-based compensation (income) expense incli
in reported net los —
Total stockbased employee compensation expense deter
using the fair value method for all awal (91£
Pro forma net los $ (9,579

Loss per Common Share as reported

Basic $
|
Diluted $ (0.8))

Pro forma loss per Common Share:

Basic $ (0.8¢
|
Diluted $ (0.8¢

(1) Adjusted to reflect 15:1 reverse split on Februzi#y2006.
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YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005
12. STOCKHOLDERS' EQUITY / (DEFICIT) (Continued)

The fair values of stock options grantedenestimated at the date of grant using the Blaztielgs option pricing model. The Black-
Scholes model was originally developed for usestingating the fair value of traded options, whi@vé different characteristics from Celsic
nonqualified stock options. The model is also gamsto changes in assumptions, which can matgréfect the fair value estimate. The
Company used the following assumptions for deteimgithe fair value of options granted under thecBi&choles option pricing model:

Year Ended Year Ended
Year Ended December 31 December 31, December 31,
2007 2006 2005
Risk-free interest rat 4.14% to 5.249 4.30%-4.96% 3.88%-4.39%
Expected volatility 65%-282% 81%-83% 88%-92%
Expected life (in years 5-6 7-8 7-8
Expected dividend yiel 0.00% 0.00% 0.00%

Expected volatilities utilized in the mo@eé based on historical volatility of the Comparstock price. The risk free interest rate is
derived from values assigned to U.S. Treasuryssaippublished in the Wall Street Journal in efé¢¢he time of grant. The model incorpor:
exercise, pre-vesting and post-vesting forfeit@guanptions based on analysis of historical data.e®pected life of the fiscal 2007 grants was
generated using the simplified method as allowetku®ecurities and Exchange Commission Staff ActiegrBulletin No. 107.

Total compensation cost charged relateshiployee stock options amounted to $999,883 foyétae ended December 31, 2007. Such
charge has been recorded in Research and Develbprmanse, General and Administrative expensePasabntinued Operations in the
amounts of $0.7 million, $0.2 million, and $0.091ian, respectively. Total compensation cost foarghbased payment arrangements for the
year ended December 31, 2007, representing emptmyapensation expense related to stock optionmar-vested restricted stock awards,
amounted to $1.07 millions ($0.9 million an $-0Or foe years ended December 31, 2006 and 2005,atésgg). No compensation cost related
to share-based payments arrangements was capitabzgart of the cost of any asset at Decembe2®X, and 2006.

As of December 31, 2007, there was $1.8anibf total unrecognized compensation cost relatenon-vested share-based compensation
arrangements. That cost is expected to be recafjoizer a weighted-average period of 1.8 years. éddbnber 31, 2007, there were 1,498,841
options outstanding which were vested or expedees$t at a weighted average exercise price off$@ e weighted average remaining
contractual term of these options were 7.4 years.

The weighted average grant-date fair vatf¢he options granted during the years ended Dbee 31, 2007, 2006 and 2005 were $3.52,
$4.04 and $6.00, respectively. The total intringituie of options exercised during the year endeceBwber 31, 2007 was $2,717.

Preferred Stock and Stockholder Rights F

The Company's Certificate of Incorporatand Bylaws authorizes the issuance of "blank chpoéferred stock by the Board of Directors,
on such terms as it determines and without further
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YEARS ENDED DECEMBER 31, 2007, 2006 AND 2005

12. STOCKHOLDERS' EQUITY / (DEFICIT) (Continued)

stockholder approval. The Company has also impléadea stockholder rights plan and distributed ggbtour stockholders. When these ri¢
become exercisable, these rights entitle theirdrsltb purchase one share of our Series C Juniticipating Preferred Stock at a price of
$66.90 per one ten-thousandth of a share of S€rkeeferred Stock. If any person or group acquitese than 15% of our Common Stock, the
holders of rights (other than the person or grawssing the 15% threshold) will be able to purchasexchange for the $66.90 exercise price,
$133.80 of our Common Stock or the stock of anymany into which we are merged.

13. LICENSE AGREEMENTS AND PROPRIETARY RIGHTS

On November 10, 1999, the Company enteredd license agreement with Duke University undeich the Company received exclusive
rights (subject to certain exceptions) to commdimaaand use Duke's thermo-liposome technology.|iease agreement contains annual
royalty and minimum payment provisions and alsaies milestone-based royalty payments measuregiiyus events, including product
development stages, FDA applications and approfaisign marketing approvals and achievement ofiigant sales. However, in lieu of
such milestone-based cash payments, Duke agremtépt shares of the Company's Common Stock teshbed in installments at the time
each milestone payment is due, with each instalirokEshares to be calculated at the average clgsiog of the Common Stock during the 20
trading days prior to issuance. The total numbeshaires issueable to Duke under these provisicaiject to adjustment in certain cases, and
Duke has piggyback registration rights for publifedngs taking place more than one year afteretffiective date of the license agreement. On
January 31, 2003, the Company issued 253,691 sbhf@mmon Stock to Duke University valued at $&illion as payment under this
licensing agreement.

With regard to Liposome patents licensednfDuke University, the Company has filed two aiddial patents related to the formulation
and use of liposomes. Further, in relation to thepts licensed from Duke, the Company has licefreed VValentis, CA certain global rights
covering the use of pegylation for temperature isgadiposomes.

The Duke license agreement contains adiedee, royalty and/or research support provisitasting and regulatory milestones, and other
performance requirements that the Company must byeegrtain deadlines with respect to the use efitensed technologies. In conjunction
with the patent holders, the Company intends &ifiternational applications for certain of the tédiStates patents.

The Company's rights under our licenseegent with Duke University extend for the longe26fyears or the term for which any
relevant patents are issued by the United StatesPand Trademark Office. Currently, the Compaay tights to Duke's patent for its thermo-
liposome technology in the United States, whichirexim 2018, and to future patents received by Duk€anada, Europe, Japan and Australia,
where it has patent applications pending. The Eeaompplication can result in coverage in the Wnikeagdom, France and Germany. For this
technology, license rights are worldwide, with was patent rights covering the United States, Canheé United Kingdom, France, Germany
and Japan.
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14. CONTINGENT LIABILITIES AND COMMITMENTS
Operating lease commitments

The following is a summary of the futurenimium rental payments required under operatingeke#izat have initial or remaining lease
terms of one year or more as of December 31, 2007:

($000s)

For the year ending December !
2008 $ 22¢
2009 21z
2010 18C
2011 and beyon —
$ 62C
I

Rent expense was $0.22 million, $0.28 oilliand $0.28 million for the years ended Decer3ie2007, 2006 and 2005, respectively.
The Company believes it has sufficientadfspace and facilities for the foreseeable future.

15. CONCENTRATIONS OF CREDIT RISK

As of December 31, 2007, the Company heolhaentration of credit represented by cash bataimcene large financial institution that is
not insured by the Federal Deposit Insurance Catpmor. Additionally, the Company has a concentratbcredit risk as a result of a
significant receivable of $30 million due from BostScientific.

16. DISCONTINUED OPERATIONS

On April 17, 2007, the Company and Bostoiefific entered into an asset purchase agreetoenflect the exercise by Boston Scientific
of its option to purchase all of the Prolieve assdtthe Company (the "Asset Purchase Agreemerty.Board of Directors of the Company
approved the Asset Purchase Agreement and theatitimss contemplated thereby, and the Companyckisttders ratified the sale at the
annual meeting on June 13, 2007. Pursuant to tketAsirchase Agreement, Boston Scientific purchdsefrolieve assets for an aggregate
purchase price of $60 million, subject to reduciivaccordance with the terms and conditions ofAkget Purchase Agreement. The
transaction closed on June 21, 2007, and the Coymeanrded a gain on the sale in the amount ofrSdi®n.
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The gain on the sale of Prolieve is calculated aslliows:

($000s)
Sales Prict $  60,00(
Transaction fees and legal co (1,460
Indemnity gurantee cos (5,000
Licensing fee (3,100
Adjusted Sales Pric 50,44(
Net assets sol
Inventories (2,825
Laboratory and shop equipme (151)
AMS License Fel (1,54¢)
Liabilities Transferrec
Amortization of License Fe 2,111
Gain on Sale $  48,02¢
|

As previously disclosed, the Company andtBo Scientific entered into a Transaction Agreeneéfiective January 20, 2003 (the
"Transaction Agreement”). As part of the considerain the Transaction Agreement, the Company gdBoston Scientific an exclusive
option to purchase the Prolieve assets for a el to the greater of $60 million or a multipfesales, exercisable for a period of five years
and expiring in February 2009. As previously diseld, on August 8, 2005, the Company and Bostomffideentered into the First
Amendment pursuant to which Boston Scientific adreelend the Company up to $15 million to be ewitid by one or more convertible
secured promissory notes (the "Notes"). The firstallment of $6 million was disbursed on August 2005, the second and third installments,
each of $4.5 million, were disbursed on Februar3®6, and July 28, 2006, respectively. The Firsteddment also fixed the purchase option
price at $60 million (eliminating the multiple).

The Asset Purchase Agreement reflectsgheeanent by the Company and Boston Scientific tthér modify the terms of the purchase
option granted to Boston Scientific on JanuaryZ3 and amended on August 8, 2005. The revisatstprovided for the aggregate purchase
price of $60 million to be paid in three installnteonsisting of $30 million at closing on June 2007 and $15 million on each of the first i
second anniversaries of the closing. The revisedge@lso provided that the $30 million first inst&nt was reduced at closing by
approximately $17 million, representing the priradipnd accrued interest due on the Notes.

In addition to the other indemnificatioropisions, such as indemnification for breachespfesentations, warranties and covenants
contained in the Asset Purchase Agreement, the @oynipas agreed to indemnify Boston Scientific fpeaod of two years from the closing,
in an amount up to $15 million of incurred coststhie event of unforeseen intellectual propertyntarelated to the Prolieve assets. In
accordance with FASB interpretation No. 45 ("FIN¥&uarantor's Accounting and Disclosure Requireiméor Guarantees, Including
Indirect Guarantees of Indebtedness of Otherstanpretation of FASB Statements No. 5, 57, anddi¥ rescission of FASB interpretation
No. 34, the Company recorded an estimate for tineddue of standing ready to perform under theemdification guarantee of $5.0 millio
This estimate was consistent with the fair valueetirance premiums to cover the entire $15 mililmemnity. On July 23, 2007, the
Company purchased an
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insurance policy to cover $10 million of the indétyrguarantee. The premium for this policy was $hiBion and was recorded as a reduction
of the accrued liability. The Company will continieeevaluate the accrued liability on a quartedgib and reduce it as the risk of the inden
decreases. As of December 31, 2007, the balanibésadccrued liability was $3.2 million.

17. SUBSEQUENT EVENTS

On January 18, 2008 the Company receivéidenthat its application for a Special Protocok@ssment for its Pivotal Phase Il Primary
Liver Cancer trial has been approved by the US FowtiDrug Administration. With the approval, then@aany Celsion will begin
implementation of the study in the first quarte26D8 which will incorporate about 40 clinical siie North America, Italy, China, Taiwan,

Hong Kong, and Korea.

On February 8, 2008, the Company voluntamibved the listing of its Common Stock from the éimnan Stock Exchange to The
NASDAQ Stock Market, LLC. The Company's common ktoow trades on NASDAQ under the symbol Cl

18. SELECTED QUARTERLY FINANCIAL INFORMATION FOR TH E YEARS ENDED DECEMBER 31, 2007 AND 2006
(UNAUDITED)

2007

First Second Third Fourth
Quarter Quarter Quarter Quarter Total

(In Thousands)

Research and developm $ 1,771 $ 2,34¢ 3 195¢ $ 2,15; % 8,231
General and administrati 1,29t 1,671 1,861 52¢ 5,35¢
Total operating expens 3,06¢ 4,02( 3,81¢ 2,681 13,58¢
Other income (expens (167) (612) 16¢€ 12¢ (483)
Discontinued operatior 87t 48,841 33 (337) 49,41¢
Net (Loss)/Incom: $ (2,35¢) $ 4421 % (3,618 $ (2,890 $ 35,34¢

| | | | |
Net (loss)/income per shi—basic $ (0.35) $ 41C $ 039 $ 0.22) $ 3.2¢

| | | | |
Net (loss)/income per shi—diluted $ (0.3 % 380 $ (0.39 % 0.22) $ 3.07
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18. SELECTED QUARTERLY FINANCIAL INFORMATION FOR TH E YEARS ENDED DECEMBER 31, 2007 AND 2006

(UNAUDITED) (Continued)

Research and developm:
General and administrati\

Total operating expens:

Other income (expens

Gain on sale of Celsion (Canada) L
Discontinued operatior

Net Loss

Net loss per sha—basic (1)

Net loss per sha—diluted (1)

2006
First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(In Thousands)

$ 1,677 $ 1,407 $ 155 $ 1,45¢ $ 6,09¢
1,14« 1,11¢ 894 90z 4,05¢
2,821 2,52k 2,447 2,36( 10,15:
(10¢ (279 (167) (127) (682)
1,14¢ (134 — — 1,01z
1 (785) 1,62¢ 1,40(C 2,23¢
$ (1,789 $ (3729 $ (991) $  (1,08) $ (7,589
IEEEEEEE——" EEEaEEEEE S S
$ (0.35 $ (0.35) $ (0.09 $ (0.10 $ (0.72)
| | | | |
$ (0.35 $ (0.35) $ (0.09 $ (0.10 $ (0.72)
| | | | |

(1) Adjusted to reflect 15:1 reverse split on Februzify200€

Net income/(loss) per share are based aneyly results and may not be additive to the ahnat income/(loss) per share amounts.

Stock-based compensation related to empletack options was as follows for the years emdietember 31, 2007 and 2006:

Stock-based compensation expense related to engpégek

options included in
Research and development expe
General and administrative expel
Discontinued operatior

Total

Stoclk-based compensation expense related to employde

options included in
Research and development expe
General and administrative expel
Discontinued operatior

2007
First Second Third Fourth Total for
Quarter Quarter Quarter Quarter Year
(In thousands)
$ 32 % 30 % 38 3 10¢ % 20¢
93 177 27¢€ 157 70z
18 18 31 20 87
$ 14:  $ 22t $ 34t $ 28¢ $ 99¢
I B N ]
2006
First Second Third Fourth Total for
Quarter Quarter Quarter Quarter Year
(In thousands)
$ 19C $ 33 $ 71 $ 60 $ 354
14¢ 14¢ 162 (53) 407
17 19 22 20 78



Total $ 35¢ $ 201 $ ST 27 $ 83¢
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Exhibit 10.1.5
CELSION CORPORATION
2007 STOCK INCENTIVE PLAN
RESTRICTED STOCK AGREEMENT
THIS STOCK AGREEMENT (this "Agreement") is made and entered into ahef t day of , by and betw€&LSION
CORPORATION (the "Corporation"), a Delaware corporation, and , an individual ployed by or performing services

for the Corporation ("Grantee").

ARTICLE 1
GRANT OF OPTION

Section 1.1 Grant of Restricted Stock.Subject to the provisions of this Agreement] parsuant to the provisions of the Celsion
Corporation 2004 Stock Incentive Plan (the "Platii¢, Corporation hereby grants to Grantee, aseo@tant Date specified in Attachment A, a
Restricted Stock (the "Grant") of the type stateditachment A to require all or any part of thener and class of shares of Common Stock
set forth on Attachment A ("Shares").

ARTICLE 2
VESTING

Section 2.1 Vesting Schedule.Subject to earlier termination or acceleratioaccordance with the remaining provisions of this
Agreement, the Plan or otherwise, the Grant widitvan the dates (each, a "Vesting Date"), and weisipect to the number of Shares, specified
in Attachment Aprovidedthat the Shares subject to vesting on a partidtgsting Date shall so vest only if Grantee shallehbeen in the
continuous employ of or affiliation (as a consultandirector) with the Corporation from the Gr&rdte through such Vesting Date.

Section 2.2 Acceleration Upon Change of @@h  Notwithstanding any language to the contramytaimed herein, if this Agreement is
in effect at the time of the occurrence of a "CleanfControl" event, all Grant granted hereunddrthen vested shall automatically fully vest
and become immediately exercisable simultaneougly tive occurrence of such Change of Control event.purposes of this Agreement,
"Change of Control" event, means (A) if any Persmrgombination of Persons (as hereinafter definedany affiliate of any of the above, is
becomes the "beneficial owner" (as defined in Ridd-3 promulgated under the Securities ExchangeofAt®34) directly or indirectly, of
securities of the Corporation representing twentg-percent (25%) or more of the total number dstanding shares of common stock of the
Corporation; (B) if individuals who, on the datetbfs Agreement, constitute the Board (the "Incunttigirectors") cease, for any reason, to
constitute at least a majority thereof,




providedthat any new director whose election was approyea ote of at least seventy-five percent (75%theflIncumbent Directors (or
directors theretofore approved by the Incumbené®aors) shall be treated as an Incumbent Direoto{C) the Corporation sells substantially
all of its assets to a purchaser other than a dialogi For purposes hereof, "person” shall meaniagiyidual, partnership, joint venture,
association, trust, or other entity, including aolgp" deemed to be so for purposes of Section 3\df(the Securities Exchange Act of 1934.

ARTICLE 3
TERMINATION OF EMPLOYMENT

Section 3.1 Unvested Portion. Subject to earlier termination in accordancthhie remaining provisions of this Agreement, Btt@n or
otherwise, the unvested portion of the Grant dleathinate upon termination of Grantee's employrbgrir affiliation (as a consultant or
director) with the Corporation for any reason.

ARTICLE 4
MISCELLANEOUS

Section 4.1 Non-Guarantee of EmploymentNothing in the Plan or this Agreement shaltbastrued as an employment, consulting or
similar services contract between the Corporatwrag affiliate) and Grantee, or as a contractigal of Grantee to continue as an employe
consultant to the Corporation (or an affiliatejroany similar capacity, or as a limitation of ttight of the Corporation (or an affiliate) to
discharge Grantee at any time.

Section 4.2 No Rights of Stockholder.Grantee (or, in the case of death or disabiisantee's Representative or Guardian) shall not
have any of the rights of a stockholder with respethe Shares that may be issued upon the erastihie Grant until such Shares have been
fully paid for and duly issued thereto upon the dyercise of the Grant.

Section 4.3 Withholding of Taxes. The Corporation or any affiliate shall have tight to deduct from any compensation or any other
payment of any kind (including withholding the iasice of Shares) due Grantee the amount of anydledéate or local taxes required by law
to be withheld as the result of the vesting of@rant or the disposition (as that term is defimre@424(c) of the Code) of Shares acquired
pursuant to the vesting of the Grant. In lieu aftsdeduction, the Committee may require Granteeake a cash payment to the Corporatio
an affiliate equal to the amount required to bentédd. If Grantee does not make such payment wéeested, the Corporation may refuse to
issue any certificate for Shares until such tirhany, as arrangements satisfactory to the Comenitiesuch payment have been made.

Section 4.4 Agreement Subject to Chartedd@ylaws. This Agreement is subject to the Charter anihBy of the Corporation, and a
applicable Federal or state laws, rules or reguratiincluding without limitation, the laws, rules)d regulations of the State of Delaware.
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Section 4.5 Gender and Numb:  Except as the context otherwise requires, tersesl herein in the singular shall extend to anthie
the plural, terms used in the plural shall extemdrd include the singular and works used in eigiesder or the neuter shall extend to and
include each other gender or be neutral.

Section 4.6 Headings. Captions to and headings of the various promishereof are solely for the convenience of thigs are not a
part of this agreement, and shall not be usechiiriterpretation of or determination of the vajidf this Agreement or any term or provision
hereof.

Section 4.7 Notices. All notices and other communications made gegipursuant to the Agreement shall be in writind ahall be
sufficiently made or given if hand delivered, sbytcourier or reputable overnight delivery compamngnsmitted by facsimile, e-mail or other
electronic means (provided that the party givinghsaotice or effecting such communication recen@sfirmation of transmittal thereof), or
mailed by certified mail, addressed to Grantedataddress or facsimile number contained in therdscof the Corporation, or addressed to
Committee, care of the Corporation for the attentibits Secretary at its principal office. Any & or other communication shall be deemed
given on the date of actual delivery, if hand deled, on the business day next succeeding theotldispatch, if sent by courier or delivery
company or if transmitted by facsimile, e-mail onigar electronic means, and on the third busirdggsfollowing dispatch if mailed.

Section 4.8 Entire Agreement; Modification. The Agreement, including Attachments A and Bete which are incorporated herein by
reference and made a part hereof, together witlP ke and any other agreement that makes refeteeto or to the Plan contains the entire
agreement between the parties with respect toubject matter contained herein and may not be ri@aljiexcept as provided in the Plan or
written document signed by each of the partiesthere

Section 4.9 Conformity with Plan. This Agreement is intended to conform in afipects with, and is subject to all applicable psmvris
of, the Plan, which is incorporated herein by refiee. Unless stated otherwise herein, capitalizedg in this Agreement shall have the same
meaning as defined in the Plan. Inconsistenciegd®st this Agreement and the Plan shall be resafvadcordance with the terms of the Plan.
In the event of any ambiguity in the Agreementmy enatters as to which the Agreement is silentRtaa shall govern including, without
limitation, the provisions thereof pursuant to whtbe Committee has the power, among others, totéjpret the Plan and Grant Agreements
related thereto, (ii) prescribe, amend and resaifels and regulations relating to the Plan, argrfiake all other determinations deemed
necessary or advisable for the administration efRtan. The Grantee acknowledges by signing thieégent that he or she has received and
reviewed a copy of the Plan.

IN WITNESS WHEREOF , the parties have executed the Agreement as afdteefirst above written.

ATTEST: CELSION CORPORATION
By: (SEAL)
Name: Name: Michael H. Tardugnt
Title: Title: President and Chief Executive Offic
WITNESS: GRANTEE
(SEAL)
Name:




ATTACHMENT A

Grantee:

Type of Grant:

Grant Date:

Number and Class of Shares

Vesting Schedule:

The Option shall become vested and exercisablerespect to
of the sémsubject to Grant ¢
of the sbasubject to Grant ¢

of the sémsubject to Grant ¢
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Exhibit 10.1.€
SERIAL NUMBER: 2007SOP-
CELSION CORPORATION
2007 STOCK INCENTIVE PLAN
STOCK OPTION GRANT AGREEMENT
THIS GRANT AGREEMENT (this "Agreement") is made and entered into asieft  day of , by ddween
CELSION CORPORATION (the "Corporation™), a Delaware corporation, and , an individual employed byparforming

services for the Corporation ("Grantee").

ARTICLE 1
GRANT OF OPTION

Section 1.1 Grant of Options. Subject to the provisions of this Agreement] parsuant to the provisions of the Celsion Corpona
2007 Stock Incentive Plan (the "Plan"), the Corfiorahereby grants to Grantee, as of the Grant Bageified in Attachment A, a Stock
Option (the "Option") of the type stated in Attackmn A to purchase all or any part of the number@ass of shares of Common Stock set 1
on Attachment A ("Shares") at the exercise prigespare ("Option Price") set forth in Attachment A.

Section 1.2 Term of Options. Subject to earlier termination in accordancthlie remaining provisions of this Agreement, Btt@n or
otherwise, any unexercised portion of the Opticallgxpire at 5:00 p.m. Columbia, Maryland timetha expiration date specified in
Attachment A. In no event will the Option expirédathan the day prior to the tenth (10th) annigerof the grant date (the "Grant Date") set
forth in Attachment A.

ARTICLE 2
VESTING

Section 2.1 Vesting Schedule.Subject to earlier termination or acceleratioaccordance with the remaining provisions of this
Agreement, the Plan or otherwise, the Option weltvon the dates (each, a "Vesting Date"), and igipect to the number of Shares, specified
in Attachment Aprovidedthat the Shares subject to vesting on a partidtgsting Date shall so vest only if Grantee shallehbeen in the
continuous employ of or affiliation (as a consultandirector) with the Corporation from the Gr&rdte through such Vesting Date.




Section 2.2 Acceleration Upon Change of @@h  Notwithstanding any language to the contranmytaimed herein, if this Agreement is
in effect at the time of the occurrence of a "CleanfControl" event, all Options granted hereundsrthen vested shall automatically fully
vest and become immediately exercisable simultasigavith the occurrence of such Change of Contvel¢. For purposes of this Agreement,
"Change of Control" event, means (A) if any Persmrgombination of Persons (as hereinafter definedany affiliate of any of the above, is
becomes the "beneficial owner" (as defined in Ridd-3 promulgated under the Securities ExchangeofAt®34) directly or indirectly, of
securities of the Corporation representing tweintg-percent (25%) or more of the total number abtanding shares of common stock of the
Corporation; (B) if individuals who, on the datetbfs Agreement, constitute the Board (the "Incunttigirectors") cease, for any reason, to
constitute at least a majority therepfovidedthat any new director whose election was approyea ote of at least seventy-five percent
(75%) of the Incumbent Directors (or directors #tefore approved by the Incumbent Directors) sbalireated as an Incumbent Director; or
(C) the Corporation sells substantially all ofassets to a purchaser other than a subsidianpu¥poses hereof, "person” shall mean any
individual, partnership, joint venture, associatitrast, or other entity, including a "group" deehte be so for purposes of Section 3(d)(3) of
the Securities Exchange Act of 1934.

ARTICLE 3
EXERCISE OF OPTION

Section 3.1 Exercisability of Option. No portion of the Option granted to Grantedldimexercisable by Grantee prior to the time such
portion of the Option has vested.

Section 3.2 Manner of Exercise. The vested portion of the Option may be exertigh whole or in part, at any time or from tinoe t
time, by delivering written notice to the CompeimaiCommittee of the Board of Directors or such ogttee or the whole Board of Directors
as may be discharging the duties normally assigmedcompensation committee (the "Committee") enftrm attached hereto as Attachme
or in such other form as the Committee may preedritm time to time. Such notice shall specify tluienber of Shares subject to the Option as
to which the Option is being exercised, and shalhbcompanied by full payment of the Option Pritthe Shares as to which the Option is
being exercised. Payment of the Option Price sfethade in cash (or cash equivalents acceptalthe tBommittee in the Committee's
discretion). In the Committee's sole and absoligerdtion, the Committee may authorize paymenhef®ption Price to be made, in whole or
in part, by such other means as the Committee mescpbe. The Option may be exercised only in mlds of whole Shares and no partial
Shares, or scrip in lieu thereof, shall be issued.

Section 3.3 Issuance of Shares and Paynadr€ash upon Exercise. Upon exercise of the Option, in whole or intpar accordance
with the terms of this Agreement and upon payméthe Option Price for the Shares as to which th&dd is exercised, the Corporation shall
issue to Grantee or, in the event of Grantee'ideatGrantee's executor, personal representatitteeqperson to whom the Option shall have
been transferred by will or the laws of descent @disttibution, as the case may be, the number af&hso paid for, in the form of fully paid
and non-assessable Shares. The stock certificatesy Shares issued hereunder shall, if such Slaaeenot registered
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or an exemption from registration is not availalmeler applicable federal and state law, bear ankbgestricting transferability of such shares.

ARTICLE 4
TERMINATION OF EMPLOYMENT

Section 4.1 Unvested Portion. Subject to earlier termination in accordancthhe remaining provisions of this Agreement, Btt@n or
otherwise, the unvested portion of the Option stemthinate upon termination of Grantee's employrbgrdr affiliation (as a consultant or
director) with the Corporation for any reason.

Section 4.2 Vested Portion Upon TerminatiohEmployment or Affiliation for Reason Other ThaBeath or Disability. Subject to
earlier termination in accordance with the termthaf Agreement, the Plan or otherwise, and taeh@s of any other controlling agreement
extending the time for exercise, any vested bukergésed portion of the Option shall terminatar@mediately upon termination of Grantee's
employment by or affiliation (as a consultant aedtor) with the Corporation by resignation or foause" or (ii) ninety (90) days after
termination of Grantee's employment by or affibatias a consultant or director) with the Corporafor any other reason except the Grantee's
death or Disability. If Grantee is a party to attem employment agreement with the Corporation tvisientains a definition of "cause”,
“"termination for cause" or any other similar ternpbarase, determination of whether Grantee is teaued for "cause" pursuant to this
Section 4.2 shall be determined according to thregef and in a manner consistent with the prowisiof such written employment agreement.
If Grantee is not party to such a written employtreggreement with the Corporation, then for purpadeahis Section 4.2, "cause" shall mean
(a) the failure by the Grantee to perform his ardigies as assigned by the Corporation in a reddemmanner; (b) any act by the Grantee of
dishonesty or bad faith with respect to the Corfonaor (c) the commission by the Grantee of acty misdemeanor, or crime reflecting
unfavorably upon Grantee or the Corporation. Thedgiaith determination by the Committee of whetther Grantee's employment was
terminated by the Corporation for "cause" shalfibal and binding for all purposes.

Section 4.3 Vested Portion Upon Granteesdih. Subject to earlier termination in accordancthwhe terms of this Agreement, the
Plan or otherwise, and to the terms of any othatroling agreement extending the time for exerciggwon Grantee's death Grantee's executor,
personal representative or the person to whom gim@shall have been transferred by will or thedaf descent and distribution (Grantee's
"Representative"), as the case may be, may exaltiseany part of the vested portion of the Optiat any time or from time to time during
the period of twelve (12) months after the datenBra dies, or, if shorter, the remainder of thetef the Option as provided herein.

Section 4.4 Vested Portion Upon TerminatiohEmployment or Affiliation by Reason of Disaliiji.  Subject to earlier termination in
accordance with the terms of this Agreement, tlam Bl otherwise, and to the terms of any otherrotiimg agreement extending the time for
exercise, in the event that Grantee ceases, bgnmeddDisability, to be an employee of or affilidtéas a consultant or director) with the
Corporation, the vested portion of the Option meayekercised in whole or in part by the GranteéherGrantee's legal representative or
guardian or person legally acting in a




similar capacity (Grantee's "Guardian"), if anyaay time or from time to time during the periodwglve (12) months after the date of
Disability (determined as provided below) or, ibster, the remainder of the term of the Option l@vidled herein. For purposes of this
Agreement, Disability shall be as defined in Sect@@(e)(3) of the Internal Revenue Code of 198&msnded and the rules and regulations
thereunder, or any success or statute theretoh@ndiles and regulations thereunder (the "Code),shall be determined by the Committee,
with its determination on the matter being finatldinding for all purposes.

ARTICLE 5
MISCELLANEOUS

Section 5.1 Non-Guarantee of EmploymentNothing in the Plan or this Agreement shaltbastrued as an employment, consulting or
similar services contract between the Corporatwrag affiliate) and Grantee, or as a contractigal of Grantee to continue as an employe
consultant to the Corporation (or an affiliatejroany similar capacity, or as a limitation of ttight of the Corporation (or an affiliate) to
discharge Grantee at any time.

Section 5.2 No Rights of Stockholder.Grantee (or, in the case of death or disabiisantee's Representative or Guardian) shall not
have any of the rights of a stockholder with respethe Shares that may be issued upon the eragtifie Option until such Shares have been
fully paid for and duly issued thereto upon the dyuercise of the Option.

Section 5.3 Notice of Disqualifying Disptieh.  If Grantee makes a disposition (as that terdefined in 8424(c) of the Code) of any
Shares acquired pursuant to the exercise of amtiweeStock Option within two (2) years of the Gr&rate or within one (1) year after the
Shares are transferred to Grantee, Grantee shil ttte Committee of such disposition in writirggtting forth, in reasonable detail, the terms
and circumstances of such disposition.

Section 5.4 Withholding of Taxes. The Corporation or any affiliate shall have tight to deduct from any compensation or any other
payment of any kind (including withholding the issice of Shares) due Grantee the amount of anydledtate or local taxes required by law
to be withheld as the result of the exercise of@iption or the disposition (as that term is defiire8424(c) of the Code) of Shares acquired
pursuant to the exercise of the Option. In lieswéh deduction, the Committee may require Gramt@eake a cash payment to the Corporation
or an affiliate equal to the amount required tanlithheld. If Grantee does not make such paymentwhaguested, the Corporation may refuse
to issue any certificate for Shares until such tifhany, as arrangements satisfactory to the Cdtemfor such payment have been made.

Section 5.5 Nontransferability of Option. The Option shall be nontransferable otherwlisa toy will or the laws of descent and
distribution. During the lifetime of Grantee, th@t@n may be exercised only by Grantee or, durirggeriod Grantee is under a legal
disability, by Grantee's Guardian.

Section 5.6 Agreement Subject to Chartedd@ylaws. This Agreement is subject to the Charter anihBy of the Corporation, and a
applicable Federal or state




laws, rules or regulations, including without liatibn, the laws, rules, and regulations of theeSttDelaware.

Section 5.7 Gender and Number.Except as the context otherwise requires, tersesl herein in the singular shall extend to anthie
the plural, terms used in the plural shall extamdrid include the singular and works used in eigieedder or the neuter shall extend to and
include each other gender or be neutral.

Section 5.8 Headings. Captions to and headings of the various promsihereof are solely for the convenience of thiégs are not a
part of this agreement, and shall not be usedhiriterpretation of or determination of the validif this Agreement or any term or provision
hereof.

Section 5.9 Notices. All notices and other communications made wegipursuant to the Agreement shall be in writind shall be
sufficiently made or given if hand delivered, sbptcourier or reputable overnight delivery compangnsmitted by facsimile, e-mail or other
electronic means (provided that the party givinghsaotice or effecting such communication recen@sfirmation of transmittal thereof), or
mailed by certified mail, addressed to Grantedatddress or facsimile number contained in therdscof the Corporation, or addressed to
Committee, care of the Corporation for the attentibits Secretary at its principal office. Any & or other communication shall be deemed
given on the date of actual delivery, if hand deled, on the business day next succeeding theotldispatch, if sent by courier or delivery
company or if transmitted by facsimile, e-mail onidar electronic means, and on the third busirdggsfollowing dispatch if mailed.

Section 5.10 Entire Agreement; Modification The Agreement, including Attachments A and Behe which are incorporated herein
reference and made a part hereof, together witPke and any other agreement that makes refeleeto or to the Plan contains the entire
agreement between the parties with respect touthiect matter contained herein and may not be risatjiExcept as provided in the Plan or
written document signed by each of the partiesthere

Section 5.11 Conformity with Plan. This Agreement is intended to conform in afipects with, and is subject to all applicable
provisions of, the Plan, which is incorporated hebyy reference. Unless stated otherwise herepitalzed terms in this Agreement shall have
the same meaning as defined in the Plan. Inconsiste between this Agreement and the Plan shakdmved in accordance with the terms of
the Plan. In the event of any ambiguity in the Agnent or any matters as to which the Agreemerileiststhe Plan shall govern including,
without limitation, the provisions thereof pursuamtvhich the Committee has the power, among ottens) interpret the Plan and Grant
Agreements related thereto, (ii) prescribe, amertirascind rules and regulations relating to tlePand (iii) make all other determinations
deemed necessary or advisable for the administrafithe Plan. The Grantee acknowledges by sigthiisgAgreement that he or she has
received and reviewed a copy of the Plan.

IN WITNESS WHEREOF , the parties have executed the Agreement as afateefirst above written.
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ATTEST:

Name:
Title:

WITNESS:

CELSION CORPORATION

By: (SEAL)
Name: Michael H. Tardugnt
Title: President and Chief Executive Offic
GRANTEE

(SEAL)
Name:




SERIAL NUMBER: 2007SOP-XXX

ATTACHMENT A

Grantee:

Type of Option: Non Qualified Stock Option
Grant Date:

Number and Class of Shares

Exercise Price Per Share $

Expiration Date:

Termination Date: Subject to any exceptions set out in the AgreenteatOptior
terminates at the following times after your teration of
employment or affiliation with the Corporatic

Immediately— upon resignation or termination for cal
12 months—following termination due to death or Disabil
90 days—following termination for any other reasc
Vesting Schedule:
The Option shall become vested and exercisableregpect to
Of the skmto Option ol
Of the skmto Option ol
Of the sbmito Option ol

Of the skmto Option ol




ATTACHMENT B
EXERCISE FORM

Celsion Corporation
10220-L Old Columbia Road
Columbia, MD 21046-1705

Gentlemen:

1. Exercise of Stock Option. | hereby exercise tiéon Qualified Stock Option (the "Stock Option™) granted to me
on by Celsionr@aration (the "Corporation™), subject to all tleerhis and provisions thereof and of the Celsion
Corporation 2007 Stock Incentive Plan (the "Plaald notify you of my desire to purchase shares (the "Shares") of
Common Stock of the Corporation at a price of $ per Share pursuarihe exercise of said Stock Option.

2. Information about the Corporation | am aware of the Corporation's business@&affand financial condition and have acquired
sufficient information about the Corporation tockan informed and knowledgeable decision to aeghie Shares.

3. Tax Consequences | am not relying upon the Corporation for day advice in connection with this option exerciset rather am
relying on my own personal tax advisors in conmectiith the exercise of the Stock Option and arysequent disposition of the Shares.

4. Tax Withholding | understand that, in the case of a nonqeali§itock option, | must submit upon demand fromQbeporation an
amount in cash or cash equivalents sufficient tisfyaany federal, state or local tax withholdirgpéicable to this Stock Option exercise, in
addition to the purchase price enclosed, or makk sther arrangements for such tax withholding #natsatisfactory to the Corporation, in its
sole discretion, in order for this exercise to fieative.

5. Unregistered Shares The following shall apply in the event the &sapurchased herein are not registered underettigries Act
of 1933, as amended:

(@) 1 am acquiring the Shares for my @gnount for investment with no present intentiodliofding my interest with others or of
reselling or otherwise disposing of any of the &kar

(b) The Shares are being issued withegistration under the Securities Act of 1933, asrated (the "Act"), in reliance upon the
exemption provided by Section 3(b) of the Act forpoyee benefit plans, contained in Rule 701 prgatgd thereunder, or in lieu
thereof upon the private offering exemption corgdiin Section 4(2) of the Act, and such reliandesised in part on the above
representation.

(c) Since the Shares have not been srgidtunder the Act, they must be held indefiniteiiil an exemption from the registration
requirements of the Act is available or they afessguently registered, in which event the repregiemtin Paragraph (a) hereof shall
terminate. As a condition to any transfer of thargh, | understand that the Corporation will regain opinion of counsel satisfactory
the Corporation to the effect that such transfexsdwot require registration under the Act or aayessecurities law.

(d) The issuer is not obligated to complih the registration requirements of the Act athvthe requirements for an exemption
under Regulation A under the Act for my benefit.




(e) The certificates for the shares téssaed to me shall contain appropriate legendsftect the restrictions on transferability
imposed by the Act.

Total Amount Enclosed: $

Date:

(Optionee)

Received by Celsion Corporati

On: , 20

By:
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Celsion Corporation
Columbia, Maryland

We consent to the incorporation by refeesincthe Registration Statements on Forms S-8 ({le 333-145680, 333-139784, 333-
127045, 333-116435 and 333-67508) and on FormiaNos. 333-115890, 333-108318, 333-100638, 3388 and 333-64710) of Celsion
Corporation of our report dated March 21, 2008hwéspect to the financial statements and the taffetess of internal control over financial
reporting of Celsion Corporation, included in thaal report (Form 10-K) for the year ended Decandtie 2007.

/sl Stegman & Company
Baltimore, Maryland
March 28, 2008
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Exhibit 31.1
CELSION CORPORATION
CERTIFICATION
[, Michael H. Tardugno, certify that:
1. | have reviewed this Annual Report on Form 10-kKCelsion Corporation;
2. Based on my knowledge, this report does not cormtaynuntrue statement of a material fact or omst&te a material fact

necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statement$,aéimer financial information included in this repdairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented
in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rule 13a-15(f) and 15d-15(f)) foe tegistrant and have:

€) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stipularly during the period in which this repa&teing prepared;

(b) Designed such internal control over financial reéjpgr, or caused such internal control over finah@gorting to be
designed under our supervision, to provide readersdsurance regarding the reliability of finanecégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our
conclusions about the effectiveness of the dise®santrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting tloatcurred during the
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahneport) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contrgko financial reporting; ar

5. The registrant's other certifying officer(s) anlablve disclosed, based on our most recent evaluatiorternal control ove
financial reporting, to the registrant's auditansl ghe audit committee of the registrant's boardikctors (or persons performi
the equivalent functions):

(@)  All significant deficiencies and material weaknesBethe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summagize report financial
information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant's internal control over financial repugt

Date: March 28, 2008 /s/ Michael H. Tardugno

Michael H. Tardugno
Chief Executive Officer
Celsion Corporatiol
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Exhibit 31.2
CELSION CORPORATION
CERTIFICATION
I, Paul B. Susie, certify that:
1. | have reviewed this Annual Report on Form 10-kKCelsion Corporation;
2. Based on my knowledge, this report does not cormtaynuntrue statement of a material fact or omst&te a material fact

necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statement$,aéimer financial information included in this repdairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented
in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and
procedures (as defined in Exchange Act Rules 13a)Hhd 15d-15(e)) and internal controls over foialhreporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfa registrant and have:

€) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stipularly during the period in which this repa&teing prepared;

(b) Designed such internal control over financial reéjpgr, or caused such internal control over finah@gorting to be
designed under our supervision, to provide readersdsurance regarding the reliability of finanecégorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our
conclusions about the effectiveness of the dise®santrols and procedures, as of the end of tHegeovered by this
report based on such evaluation; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting tloatcurred during the
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahneport) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contrgko financial reporting; ar

5. The registrant's other certifying officer(s) anlablve disclosed, based on our most recent evaluatiorternal control ove
financial reporting, to the registrant's auditansl ghe audit committee of the registrant's boardikctors (or persons performi
the equivalent functions):

(@)  All significant deficiencies and material weaknesBethe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summagize report financial
information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant's internal control over financial repugt

Date: March 28, 2008 /s/ Paul B. Susie

Paul B. Susie
Interim Chief Accounting Officer
Celsion Corporatiol
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Exhibit 32.1

CELSION CORPORATION
CERTIFICATION
PURSUANT TO 18 UNITED STATES CODE § 1350
AS ADOPTED PURSUANT TO
§ 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of §ieh Corporation (the "Company") on Form 10-K foe period ended December 31, 2007, as
filed with the Securities and Exchange Commissinmoabout March 28, 2008 (the "Report"), |, Michide Tardugno, Chief Executive Offic
of the Company, certify, pursuant to 10 U.S.C. §0,3s adopted pursuant to § 906 of the Sarbanks@xt of 2002, that, to my knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amende
and

2. The information contained in the Report fairly mets, in all material respects, the financial cGadiand results of operations
of the Company.

March 28, 200¢ /sl Michael H. Tardugn

Michael H. Tardugno
Chief Executive Office
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Exhibit 32.2

CELSION CORPORATION
CERTIFICATION
PURSUANT TO 18 UNITED STATES CODE § 1350
AS ADOPTED PURSUANT TO
§ 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of §ieh Corporation (the "Company") on Form 10-K foe period ended December 31, 2007, as
filed with the Securities and Exchange Commissinmoabout March 28, 2008 (the "Report"), |, PauBBsie, Interim Chief Accounting

Officer of the Company, certify, pursuant to 10 IS8 1350, as adopted pursuant to § 906 of theaBas-Oxley Act of 2002, that, to my
knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amende
and

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operatio
of the Company.

March 28, 2008 /s/ Paul B. Susie

Paul B. Susie
Interim Chief Accounting Office
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