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PART I
ITEM 1. BUSINESS
FORWARD-LOOKING STATEMENTS

Certain of the statements contained in this AniRgort on Form 10-K are forward-looking and cong#t forwardlooking statements with
the meaning of the Private Securities LitigatiorfdRe Act of 1995. In addition, from time to time may publish forwardeoking statemen
relating to such matters as anticipated financiarformance, business prospects, technological dpwetnts, new products, research
development activities and other aspects of ousgme and future business operations and similartensitthat also constitute such forward-
looking statements. These statements involve kaorunknown risks, uncertainties, and other factbiet may cause our or our industgy’
actual results, levels of activity, performance,aghievements to be materially different from artyre results, levels of activity, performar
or achievements expressed or implied by such fahhmoking statements. Such factors include, amongrdtiings, unforeseen changes in
course of research and development activities andlinical trials; possible changes in cost and itign of development and testing, caf
structure, and other financial items; changes iprgaches to medical treatment; introduction of mawducts by others; possible acquisiti
of other technologies, assets or businesses; desaitions by customers, suppliers, strategic panrtnpotential strategic partners, competi
and regulatory authorities, as well as those listedler “Risk Factors” below and elsewhere in thisndal Report on Form 18: In som
cases, you can identify forward-looking statemégtserminology such as “expect”, “anticipate”, “eshate”, “plan”, “believe” and words ¢
similar import regarding the Company’s expectatioRerwardlooking statements are only predictions. Actualnéser results may diff
materially. Although we believe that our expectasi@re based on reasonable assumptions within ¢heds of our knowledge of our indus
business and operations, we cannot guarantee tttatahresults will not differ materially from ouxpectations. In evaluating such forward-
looking statements, you should specifically comsideious factors, including the risks outlined @ndRisk Factors.” The discussion of ris
and uncertainties set forth in this Annual Repartfmrm 10K is not necessarily a complete or exhaustiveolisll risks facing the Company
any particular point in time. We operate in a higldompetitive, highly regulated and rapidly chamgenvironment and our business is
state of evolution. Therefore, it is likely thatangsks will emerge, and that the nature and elemehexisting risks will change, over time.
not possible for management to predict all suck fectors or changes therein, or to assess eitheripact of all such risk factors on «
business or the extent to which any individual fadtor, combination of factors, or new or alterfladtors, may cause results to differ materi
from those contained in any forwelooking statement. We disclaim any obligationdwise or update any forwaildeking statement that m
be made from time to time by us or on our behalf.

Unless the context requires otherwise or unlesgretise noted, all references in this Annual ReportForm 10-K to “Celsion”and to th
“Company”. “we”, “us”, or “our” are to Celsion Corporation.
OVERVIEW

Celsion Corporation is an innovative oncology ddayelopment company focused on the developmertesépeutics for those suffering w
difficult to treat forms of cancer. We are workitgydevelop and commercialize more efficient, effexttargeted chemotherapeutic oncol
drugs based on our proprietary haativated liposomal technology. The promise of ttiisg technology is to maximize efficacy wil
minimizing side effects common to cancer treatments

Our lead product, ThermoDox®&; being evaluated in a Phase Il clinical triahigh we refer to as the HEAT study, for primaryelixcance
and a Phase /Il study for recurrent chest wallabrecancer. ThermoDox® a liposomal encapsulation of doxorubicin, anraped an
frequently used oncology drug for the treatmentofide range of cancers. Localized mild hyperthar(greater than 40 degrees Cels
releases the encapsulated doxorubicin from thedipe enabling high concentrations of doxorubicibealeposited preferentially in the rec
of the tumor target.

Celsion has also demonstrated feasibility for adpod pipeline of cancer drugs that employ its haetivated liposomal technology
combination with known chemotherapeutics includaduretaxel and carboplatin. We believe that our rtetdgy can improve efficacy a
safety of anticancer agents whose mechanism ajraetid safety profile are well understood by theliced and regulatory communities. (
approach provides a comparatively cost effectigey tisk approval pathway. Additionally, we haverfed a joint research agreement
Phillips Healthcare to evaluate the combinationPofllips’ high intensity focused ultrasound (HIFWjth ThermoDox®to determine tr
potential of this combination to treat a broad enfcancers.




For certain markets, we may seek licensing partteeshare in the development and commercializatmsts. We will also evaluate licens
cancer products from third parties for cancer imeaits to expand our development pipeline.

In the fourth quarter of 2008, we entered into avédepment, Product Supply and Commercializatione®gnent with Yakult Honsha unt
which Yakult was granted the exclusive right to coencialize and market ThermoDoxX@r the Japanese market. We were paid a $2.50m
up-ront licensing fee and we have the potential teeinge additional payments from Yakult upon receipmarketing approval by the Japar
Ministry of Health, Labor and Welfare as well aaphe achievement of certain levels of sales gptcawval for new indications. We w
receive double digit escalating royalties on thie ShermoDox®in Japan, when and if any such sales occur. We il be the exclusiv
supplier of ThermoDox® to Yakult.

Concurrent with a preferred equity financing in uary 2011, the Company amended its DevelopmentuetdSupply and Commercializat
Agreement with Yakult to provide for up to $4.0 Iwih in an accelerated partial payment to us afitare drug approval milestone. The te
of the agreement with Yakult provide for the paymtenthe Company of $2.0 million upon the closirfghe preferred equity financing and
additional $2.0 million conditioned upon the restimp of enroliment of Japanese patients in the dagzhort of the HEAT study.
consideration of these accelerated milestone patgrfeom Yakult, we have agreed to reduce futuregdapproval milestone payments
approximately forty percent (40%). All other nsitene payments are unaffected.

In 2005, the Company made a strategic decisionviEstits medical device business. The Company thiddmedical device business to Bo:
Scientific Corporation (“Boston Scientificth 2007 for net aggregate payments of $43 milli@egiving $13 million in 2007 and $15 million
each of 2008 and 2009. Since then, the Companyalised approximately $15.4 million in equity firtdmg providing a total of $60 million
support its research and operations.

THERMODOX® (DOXORUBICIN ENCAPSULATED IN HEAT-ACTIVA TED LIPOSOME)

Liposomes are manufactured submicroscopic vesadasisting of a discrete aqueous central compattsiemnounded by a membrane bile
composed of naturally occurring fats. Conventidipglsomes have been designed and manufacturedriodrags and increase residence -
thus allowing the drugs to remain in the bloodstrdar extended periods of time before they are reeddrom the body. However, the curt
existing liposomal formulations of cancer drugs &pdsomal cancer drugs under development do rotige for the immediate release of
drug and the direct targeting of organ specificamsntwo important characteristics that are regufoe improving the efficacy of cancer dn
such as doxorubicin. Through a perpetual, wavide, exclusive development and commercializatioerise from Duke University, Celsion |
licensed novel, heat-activated liposomal technolthgy is differentiated from other liposomes throuts unique low heaactivated release
encapsulated chemotherapeutic agents. A tearasefarch scientists at Duke University develope@atdensitive liposome which rapic
changes its structure when heated to a threshalthmain temperature of 40° to 4@®lIsius. Heating creates channels in the liposbitagel
that allow an encapsulated drug to rapidly dispénto the surrounding tissue.

Celsion intends to use several available focused-texhnologies, such as radio frequency ablati®FA"), microwave energy and hi
intensity focused ultrasound, to activate the mdeaf drugs from its novel hesgnsitive liposomes. The illustration below depigtdrug bein
released from a heat-activated liposome.




Our heatactivated liposomes circulate within the tumoruissnd leaky tumor vessels vasculature. Whenikesdded locally, it causes -
rapid release of the encapsulated chemotherapagsitt directly within the targeted tumor.

Celsion’s proprietary heatetivated liposome technology enables deliveryigriicantly higher concentrations of proven chehesaipy drug
directly to the tumor, stopping the progressiorcaficer and minimizing systemic toxicities. Curhemm a Phase Il clinical trial for prima
liver cancer and a Phase I/ll study for recurrdrgst wall breast cancer, Celsion has completedarstndies that demonstrated intraver
administration of ThermoDox@n combination with targeted heat to the tumor, paoduce doxorubicin drug concentrations in tumssi
that are much greater than existing approved lipgddormulations of doxorubicin on the market today

Liver Cancer Overview

Primary liver cancer (hepatocellular carcinomaldCC”) is one of the most common and deadliest forms nEeaworldwide. It ranks as t
fifth most common solid tumor cancer. It is estieththat up to 90% of liver cancer patients wik duithin five years of diagnosis. T
incidence of primary liver cancer is approximat28,000 cases per year in the United States, appat&ly 40,000 cases per year in Europe
is rapidly growing worldwide at approximately 750(0cases per year. HCC has the fastest rate wftiyraf all cancers and is projected tc
the most prevalent form of cancer by 2020. HCCoimmonly diagnosed in patients with longstandingatiepdisease and cirrhosis (prima
due to hepatitis C in the U.S. and Europe and fitepBtin Asia).

At an early stage, the standard first line treatnfenliver cancer is surgical resection of the trmup to 80% of patients are ineligible
surgery at time of diagnosis as early stage liercer generally has few symptoms and when finabgaed the tumor frequently is too Ie
for surgery. There are few alternative treatmesitg;e radiation therapy and chemotherapy are haigeffective. For tumors generally up t
centimeters in diameter, radio frequency ablatieRA) has emerged as the standard of care treatapgmbach which directly destroys
tumor tissue through the application of high terapaes by a probe inserted into the core of theotutnocal recurrence rates after RFA
directly correlated to the size of the tumor. Fembrs 3 cm or smaller in diameter the recurrente nas been reported to be 126%
however, for tumors greater than 3 cm, local resnoe rates of 40% or higher have been observed.

Celsion’s Approach

While RFA uses extremely high temperatures (grethien 80° Celsius) to ablate the tumor, it may faitreat micrometastases in the ou
margins of the ablation zone because temperatur®iperiphery may not be high enough to destieycancer cells. Local recurrence can
problem especially for tumors greater than abougetltentimeters in diameter. Celsion’s ThermoDde&tment approach is designed to ut
the ability of RFA devices to ablate the centethaf tumor while simultaneously thermally activatiihg ThermoDox®&iposome to release
encapsulated doxorubicin to kill remaining viablencer cells throughout the heated region, includimg tumor ablation margins. T
treatment is intended to deliver the drug direttijthose cancer cells that survive RFA. This apghoaill also increase the delivery of
doxorubicin at the desired tumor site while pot@htireducing drug exposure distant to the tumts. si

Phase | Clinical Trial - Primary Liver Cancer

In the second quarter of 2007, we completed ost Rhase | single dose escalation clinical triat thvestigated ThermoDoxi#® combinatiol
with RFA for the treatment of primary and metastditter cancer. The study was carried out at théddal Cancer Institute (“NCI”)which i<
part of the National Institutes of Health (“NIH"hd Queen Mary Hospital in Hong Kong.

In 2007, we initiated a second Phase | dose escalation stesigned to investigate simplification of the emtrRFA/ThermoDox@&reatmer
regimen including a single vial formulation of ThesDox® and a reduction of the pteatment prophylactic dosing. The study also ptec
multiple dosing in liver cancer patients. This ad trial was completed in 2008.

Phase Il Global Clinical Trial - Primary Liver Can cer (The HEAT Study)

For primary liver cancer, ThermoDox® is being e in a pivotal 600 patient double-blinded, ptereeontrolled, global Phase 11l study (
“HEAT study”) at 76 clinical sites under a Spedrabtocol Assessment (“SPA”) agreement with the B&d Drug Administration (“FDAY.
The HEAT study is designed to evaluate the efficacf hermoDox®in combination with RFA when compared to patientooweceive RF,
alone as the control. The study is being conduitets clinical sites in the United States, Candtidy, China, Taiwan, Hong Kong, Kor:
Japan, Thailand, Malaysia and the Philippines, \ajproximately 90% of the planned 600 patients eowolled in the study. The prim:
endpoint for the study is progression free survif@FS”) with a secondary confirmatory endpoint @ferall survival. A preplannec
unblinded interim efficacy analysis will be perfaxthby an independent Data Monitoring Committee wéeroliment in the HEAT study
complete and 190 PFS events are realized in tloy giopulation.




On October 1, 2010, we were advised that aftelerevig data from 401 randomized patients enrollethénHEAT study, the Data Monitori
Committee (the “DMC”)for this trial unanimously recommended that thaltdontinue to enroll patients with the goal ofaleiag the 60
patients required to complete the study. The DBnprised of an independent group of medicalsamehtific experts, reviews study dat.
regular intervals to ensure the safety of all pasieenrolled in the trial, the quality of the datdlected, and the continued scientific validity
the trial design. In addition, the DMC has recomdexl, and confirmed such recommendation on Nove@¥e?010, a hold on enrollmeni
additional patients in this trial in Japan in act@rce with the requirements of the DMCharter pending review by the DMC of certain &
and efficacy data as required by the Pharmacestéradl Medical Devices Agency (PMDA) in Japan.

On February 9, 2011, after reviewing data from d@&2domized patients enrolled in our pivotal PhdselEAT study, the DMC for this tri
unanimously recommended that the trial continuentmll patients at all clinical sites except foosk in Japan with the goal of reaching the
patients required to complete the study. The DM@tiaues to review safety and efficacy data in agdance with the PMDA in Japan and
DMC's charter. We expect to complete patient dnrent in the HEAT study in mi@011 with the interim analysis completed approxeha€
to 8 weeks later.

At this time, the Company is unable to determinatyh any, effects the catastrophic events rasgilfiom the March 11, 2011 earthquake
Tsunami in Japan will have on the conduct or timwefe of the Phase Ill HEAT Trial or the DMCteview of safety and efficacy data.
HEAT study is designed, however, to be completat wi without Phase Il data from Japan.

In August 2010, the FDA designated the HEAT Stufiyhe Companys investigational drug, ThermoDox@, in combinatiwith RFA, as
Fast Track Development Program. The FDA's FastKkr Bevelopment Program provides for expedited r@tguy review for new drugs tf
treat serious or life threatening diseases whietat satisfactorily treated by existing therap@sor drugs that provide a significant advan
over existing therapies for serious diseases. Utltefast Track Designation, we are now eligiblsubmit a U.S. New Drug Applicati
(NDA) on a rolling basis. This permits the FDA &view sections of the NDA in advance of receiving tomplete submission.

We have received written guidance from the FDAistgthat, assuming the results of our ongoing stsidre adequate, we may submit our
Drug Application (“NDA”") for ThermoDox®pursuant to Section 505(b)(2) of the Federal Fardig and Cosmetic Act. A 505(b)(2) NI
provides that some of the information from the mepoequired for marketing approval may come frdodiges that the applicant does not «
or for which the applicant does not have a leggthtrof reference and permits a manufacturer toiobterketing approval for a drug withu
needing to conduct or obtain a right of referermedil of the required studies. The availability Section 505(b)(2) and the designatiol
ThermoDox®as a Fast Track Development Program will providemits an expedited pathway to approval. There banno assuranc
however, that the results of our ongoing studidshei adequate to obtain approval of ThermoDox®aurfslection 505(b)(2).

In 2009, the FDA granted Orphan Drug DesignatianTioermoDox® for the treatment of HCC. FDAOrphan Drug Act provides econol
incentives to encourage companies to develop dhagsdlemonstrate promise for the treatment ofthfeatening or very serious conditions
are rare and affect less than 200,000 individualthe U.S. Orphan drug designation entitles Cels$ seven years of market exclusi
following FDA approval, FDA assistance in clinid¢ahl design, reduction in FDA user fees, U.S teedis related to development expense
well as the opportunity to apply funding from theSUgovernment to defray costs of clinical triaberses. In 2011, the European Commi
granted Orphan Drug Designation for ThermoDofa® the treatment of HCC in Europe. As establisbgdhe European Medicine Ager
(“‘EMA™), Orphan Drug Designation provides for scientific imdvand regulatory assistance from the EMA, directess to centraliz
marketing authorization and certain financial ineess, such as reduction of fees associated wighapthorization inspections and marke
authorization application fees. The Orphan DrugiBmation in Europe also provides 10 years of ntaelkelusivity subsequent to prod
approval.

THERMODOX® FOR RECURRENT CHEST WALL BREAST CANCER
Recurrent Chest Wall (“RCW?”) Breast Cancer Overview

Breast cancer is the most common malignancy in woimé&oth the United States and the world. Despitariety of therapeutic approaches
to 40% of the estimated 95,000 patients in the ddhBtates undergoing a mastectomy as their pritneayment will develop locally recurre
RCW breast cancer. There is currently no effectivemotherapeutic standard of care for RCW breaster and as a result, many of tt
patients will die within two years of the recurrendatients with RCW breast cancer suffer fromiglising tumors and other sympto
including pain, foul-smelling wounds, and a vergual reminder of tumor progression.




Celsion’s Approach

Since its inception, Celsion has been actively ipgela targeted localized treatment for breast canthermoDox®in conjunction witl
localized microwave hyperthermia is being develofmetteat RCW breast cancer. Studies at Duke Usityeand other centers have indice
that heat may improve the therapeutic action of-teonmperature sensitive liposomal doxorubicin foratioins in advanced locagional brea
cancer. Celsios' liposomal encapsulated doxorubicin is releaseldday generated from an external microwave tisyperthermia device th
is placed on a woman’s chest. The microwave hypearila heats the target to a temperature adequatdit@te ThermoDox®ut not to ablal
the tissue like RFA. Upon heating to 40° to @°% significant concentration of doxorubicin i¢essed directly to the tumor. As in our li
cancer program, the Company uses a commercialljablea thermotherapy device to heat the targetiisand activate ThermoDox@! the
desired target site.

Microwave hyperthermia as a separate stand aleagntent has been found to have the ability tobkélast cancer cells. Because breast ¢
cells have higher water content than surroundimgnabcells, the tumor is heated to a greater extear normal breast tissue and is select
destroyed. Thus, just heating cancer cells withiccowave device for sixty minutes at 43°C has bfeemd to be tumoricidal. We expect t
the combination of microwave hyperthermia and TheEPox® will be more efficacious than microwave hyperthexralone or treatment w
existing non-heat activated liposomal formulations.

Breast Cancer Clinical Phase I/II Clinical Trial

In 2009, the Company commenced a pivotal open latmde-escalating ThermoDoxRhase |/Phase Il clinical trial for patients witliC®
breast cancer. The study will evaluate 109 patiahten clinical sites in the United States, ars ghimary endpoint is durable complete I
response, which means that the detectable chestunars have disappeared for at least three mofitiess Company has completed enrolin
of the Phase | portion (9 patients) of the stud20a0.

Duke University is also conducting a Phase | dassalating ThermoDox®&tudy in patients with RCW breast cancer. Duke fr@sente
preliminary results from the first twelve patieriteat demonstrate ThermoDoxi®ad a beneficial clinical effect, even at lowerrthaptima
dosages. The first eight patients all showed exddeof clinical activity and two out of six patisrthat were treated at the 30mg dosage
complete local response.

PRODUCT FEASIBILITY

The Company has developed a stable heat activgiedomal formulation of docetaxel. The Company h&® evaluated the liposor
docetaxel formulation in animal studies that dentraied a statistically significant tumor inhibiticeffect when compared both to f
Docetaxel and a noheat sensitive formulation. The Company is contiguio evaluate its formulation and is seeking anging partner
assist in the funding of this product. In addititihke Company has developed a third stable heataged liposomal formulation. This dr
encapsulates carboplatin and in early studies hawrs favorable release characteristics and forrunlastability. In September 2010,
announced the award of a competitive Phase | SBwainess Innovation and Research (SBIR) grant filoenNational Institutes of Hea
(NIH), to support the proposal, "New Thermal SewmsiCarboplatin Liposomes for Cancer". This fundwiff support the Company's efforts
develop its proprietary heattivated liposomal technology in combination wiirboplatin, an approved and frequently used oggotisug fo
treatment of a wide range of cancers. The gramalised at approximately $200,000 and will supportrfulation development and preclini
efficacy studies in collaboration with Duke Univigys

BUSINESS STRATEGY

An element of our business strategy is to purssieesources permit, the research and developmentasfge of product candidates for a va
of indications. This is intended to allow us teelsify the risks associated with our research gewklopment expenditures. To the exten
are unable to maintain a broad range of produalidates, our dependence on the success of ontewar groduct candidates would increase.

Furthermore, our current business strategy inclibdesoption of entering into collaborative arrangeits with third parties to complete
development and commercialization of our producididates. In the event that third parties take alrerclinical trial process for one or m
of our product candidates, the estimated completaia would largely be under the control of thattiparty rather than us. We cannot fore
with any degree of certainty which proprietary prog or indications, if any, will be subject todte collaborative arrangements, in whole «
part, and how such arrangements would affect oueldpment plan or capital requirements. Our programay also benefit from subsidi
grants, or government or agency-sponsored stuldgould reduce our development costs.




As a result of the uncertainties discussed abaveng others, we are unable to estimate the durationcompletion costs of our research
development projects or when, if ever, and to whaént we will receive cash inflows from the compialization and sale of a product. (
inability to complete our research and developn@ojects in a timely manner or our failure to enit@o collaborative agreements wil
appropriate could significantly increase our cdpitguirements and could adversely impact our diui These uncertainties could force u
seek additional, external sources of financing ftome to time in order to continue with our busisesrategy. Our inability to raise additio
capital, or to do so on terms reasonably acceptahls, would jeopardize the future success oboginess.

While our estimated future capital requirementsiareertain and could increase or decrease as i oésoany factors, including the exten
which we choose to advance our research, develdpameiclinical trials, or if we are in a positiom pursue manufacturing, commercializa
activities, it is clear we will need significantditional capital to develop our product candidatesugh clinical development, manufactur
and commercialization. We do not know whether vi# lve able to access additional capital when ndesteon terms favorable to us or
stockholders.

As a clinical stage biopharmaceutical company,buginess and our ability to execute our strategctiaeve our corporate goals are subject to
numerous risks and uncertainties. Material risks @mcertainties relating to our business and adustry are described undeart I, Item 1A —
Risk Factorsappearing in this Annual Report.

RESEARCH AND DEVELOPMENT EXPENDITURES

We are engaged in a limited amount of researchdaweélopment in our own facilities and also spongsearch programs in partnership \
various research institutions, including the Naglo@ancer Institute and Duke University. The ma&owf the spending in research
development is for the funding of ThermoDox®nical trials. Research and development expensge approximately $14.7 million and $1
million for the years ended December 31, 2010 aD@92 respectively. Sekem 7 — Managemerst’Discussion and Analysis of Finan
Condition and Results @peration for additional information regarding emgiures related to our research and developmeugframs.

FDA REGULATION
Research and Development

Our research and development activities, @ir@cal tests and clinical trials and, ultimatetiie manufacturing, marketing and labeling of
products, are subject to extensive regulation eyRibod and Drug Administration (the “FDA"The Federal Food, Drug and Cosmetic Act
Public Health Service Act and the regulations prigated by the FDA govern, among other things, #stitg, manufacture, safety, effice
labeling, storage, record keeping, approval, aisieg, promotion, import and export of our products

Under these statutes, our heativated liposomes will be regulated as a new dilge steps ordinarily required before such prosleein b
marketed in the U.S. include (a) penical and clinical studies; (b) the submissianthe FDA of an application for, or approval, as
Investigational New Drug (“IND”), which must becoreéfective before human clinical trials may commenE) adequate and welbntrollec
human clinical trials to establish the safety affit@cy of the product; (d) the submission to tHeA=of a New Drug Application (“NDA”");anc
(e) FDA approval of the application, including apyal of all product labeling.

Pre<linical tests include laboratory evaluation of ¢mot chemistry, formulation and stability, as wesdl animal studies, to assess the pott
safety and efficacy of the product. Ril@ical safety tests must be conducted by laboiegdhat comply with FDA regulations regarding @
Laboratory Practice. The results of mietical tests are submitted to the FDA as parbonfIND and are reviewed by the FDA before
commencement of human clinical trials. SubmissibaroIND will not necessarily result in FDA authzation to commence clinical trials, ¢
the absence of FDA objection to an IND does noessarily mean that the FDA will ultimately apprcae NDA or that a product candid
otherwise will come to market.

Clinical trials involve the administration of th@sato humans under the supervision of a qualifiedgipal investigator. Clinical trials must
conducted in accordance with Good Clinical Prastigeder protocols submitted to the FDA as partnofiND. Also, each clinical trial must
approved and conducted under the auspices of amaitreview board, or IRB, and with patient infetinconsent. An IRB will consid
among other things, ethical factors, and the safehuman subjects and the possible liability @& ihstitution conducting the clinical trials.

Clinical trials are typically conducted in two dirée sequential phases, but the phases may ovettase | clinical trials involve the init
introduction of the therapy to a small number dbjeats. Phase |l trials are generally larger tr@aducted in the target population. Pha
studies may serve as the pivotal trials, providimg demonstration of safety and effectiveness reduior approval. However, the FDA n
require additional, postiarket trials as a condition of approval. In theecaf drugs and biological products, Phase Il cihirials generally a
conducted in a target patient population to gaévidence about the pharmacokinetics, safety anddi@al or clinical efficacy of the drug f
specific indications, to




determine dosage tolerance and optimal dosagecainntify possible adverse effects and safetysri$dhen a drug or biological compot
has shown evidence of efficacy and an acceptaliétysprofile in Phase 1l evaluations, Phase Ilhidal trials are undertaken to serve as
pivotal trials to demonstrate clinical efficacy asafety in an expanded patient population. [In72@0e Company, with the support of the F
received a Special Protocol Assessment for itséHhfial, having proceeded to this phase direfitbm Phase | assessment.

There can be no assurance that any of our clitiigds will be completed successfully within anyesfiied time period or at all. Either the FI
or we may suspend clinical trials at any time,hié t+DA, our Data Monitoring Committee, or we comlduthat clinical subjects are be
exposed to an unacceptable health risk or for a#gons. The FDA inspects and reviews clinical sites, informed consent forms, data f
the clinical trial sites (including case reportrfarand record keeping procedures) and the perfaenaiithe protocols by clinical trial persor
to determine compliance with Good Clinical PracticEhe FDA also examines whether there was biahdanconduct of clinical trials. T!
conduct of clinical trials is complex and difficutspecially in pivotal Phase Il or Phase Il gialhere can be no assurance that the des
the performance of the pivotal clinical trial protds or any of our current or future product caatkd will be successful.

The results of prelinical studies and clinical trials, if successfate submitted in an application for FDA approt@lmarket the drug
biological product for a specified use. The testamgl approval process requires substantial timeeffiodt, and there can be no assurance
any approval will be granted for any product at éimye, according to any schedule, or at all. TheARDay refuse to accept or approve
application if it believes that applicable regutgtariteria are not satisfied. The FDA may alsouieg additional testing for safety and effice
Moreover, if regulatory approval is granted, therapal will be limited to specific indications. Tieecan be no assurance that any of our ct
product candidates will receive regulatory apprevat marketing or, if approved, that approval vl for any or all of the indications that
request.

The FDA is authorized to require various user faeduding NDA fees (currently up to $1.4 milliorilhe FDA may waive or reduce such 1
fees under certain circumstances, such as Orphag Designation for a product candidate. We willkseaivers or reductions of user fi
where possible, but we cannot be assured that Weewveligible for any such waiver or reduction.

Post-Approval Requirements

After receipt of necessary regulatory approvalsitidgral manufacturing and sale of our product ddates, our contract manufacturing facili
and products are subject to ongoing review andgeariinspection. Each U.S. drug manufacturing éistaiment must be registered with
FDA. Manufacturing establishments in the U.S. abdoad are subject to inspections by the FDA andtnsosmply with current Goc
Manufacturing Practices. In order to ensure futhtécal compliance with such practices, manufactuneust expend funds, time and effol
the areas of production and quality control. Inidd, the FDA may impose posipproval requirements on us, including the requéneintha
we conduct specified post-marketing studies.

Inspections

We are subject to the periodic inspection of ouricl trials, facilities, procedures and operasi@md/or the testing of our products by the |
to determine whether our systems and processem ar@mpliance with FDA regulations. Following suttspections, the FDA may iss
notices on Form 483 and warning letters that caaldse us to modify certain activities identifiedidg the inspection. A Form 483 notice
generally issued at the conclusion of an FDA inspacand lists conditions the FDA inspectors bedieway violate FDA regulations. FL
guidelines specify that a warning letter only isb® issued for violations of “regulatory significai for which the failure to adequately ¢
promptly achieve correction may be expected tolrésan enforcement action.

Recalls

The FDA has the authority to require the recalbof products in the event of material deficien@eslefects in manufacture. A government
mandated recall, or a voluntary recall by us, caakllt from a number of events or factors, inalgdiomponent failures, manufacturing ert
instability of product or defects in labeling.

Other FDA Regulations

We are also subject to recordkeeping and reportgglations. These regulations require, among dtiegs, the reporting to the FDA
adverse events alleged to have been associatedhwitise of a product or in connection with cerfaiduct failures.




Labeling and promotional activities are also retpdaby the FDA. We must also comply with recorceiag requirements as well
requirements to report certain adverse events vinvglour products. The FDA can impose other poatketing controls on us as well as
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 product ifiplsisks that are inherent in the testing, mantifang and marketing of human therape
products. We presently have product liability irswe limited to $10 million per incident, and if weere to be subject to a claim in exces
this coverage or to a claim not covered by ourriasce and the claim succeeded, we would be reqtorpdy the claim out of our own limit
resources.

COMPETITION

Competition in the discovery and development of megthods for treating and preventing disease eénsgg. We face, and will continue to fi
intense competition from pharmaceutical and biatetdgy companies, as well as academic and reséastitutions and government agen:
both in the U.S. and abroad. We face significambpetition from organizations pursuing the sameimilar technologies used by us in
drug discovery efforts and from organizations depilg pharmaceuticals that are competitive withmnaduct candidates.

Most of our competitors, either alone or togethéthwtheir collaborative partners, have substantiglteater financial resources and la
research and development staffs than we do. Intiaddimost of these organizations, either along¢ogether with their collaborators, hi
significantly greater experience than we do in ¢gvieg products, undertaking preclinical testingl atinical trials, obtaining FDA and ott
regulatory approvals of products, and manufactuging marketing products. Mergers and acquisitiorteé pharmaceutical industry may re
in even more resources being concentrated amongarapetitors. These companies, as well as acadestitutions, governmental agenc
and private research organizations, also compete ws in recruiting and retaining highly qualifisdientific personnel and consultants.
ability to compete successfully with other companie the pharmaceutical and biotechnology fieldo atepends on the status of
collaborations and on the continuing availabilifycapital to us.

ThermoDox®

Although there are many drugs and devices markatddunder development for the treatment of catlberCompany is not aware of any o
heat activated drug delivery product either beiragkated or in human clinical development.

LICENSES, PATENTS, TRADEMARKS AND REGULATORY EXCLUS IVITY

With regard to liposome patents licensed from Dukéversity, the Company has filed two additionalgrds related to the formulation and
of liposomes. Further, in relation to the pateidsrised from Duke, the Company has licensed frohentia, CA certain global rights cover|
the use of pegylation for temperature sensitivedgmes.

In 1999, the Company entered into a license agreemih Duke University under which the Companyei@ed exclusive rights (subject
certain exceptions) to commercialize and use Dutkedamo-liposome technology.

In 2003, Celsiors obligations under the license agreement withees the testing and regulatory milestones ahérdicensed technolo
performance deadlines were eliminated in exchamgeafpayment from Celsion in shares of its Commaeocls The license agreem
continues to be subject to agreements to pay dtydyased upon future sales. In conjunction with platent holder, the Company intends tc
international applications for certain of the Uditgtates patents.

The Companys rights under the license agreement with Duke &hsity extend for the longer of 20 years or the ehdny term for which ar
relevant patents are issued by the United StatesiPand Trademark Office. Currently, the Compaay tights to Duke’s patent for its thermo-
liposome technology in the United States, whichir@gpin 2018, and to future patents received byedbnkCanada, Europe, Japan and Aust
where it has patent applications pending. The Eeaoppplication can result in coverage in the EemopCommunity. For this technology,
Company’s license rights are worldwide, includihg tUnited States, Canada, the European Communisstrélia, Hong Kong, and Japan.

In 2009, the FDA granted orphan drug designationTteermoDox®.Orphan drug designation entitles the Company tersgears of mark
exclusivity following FDA approval, FDA assistande clinical trial design, a reduction in FDA usegek, U.S. tax credits related
development expenses as well as the opportuniyppdy for funding from the U.S. government to dgftiae costs of clinical trial expenses.
2011, the European Commission granted Orphan Desgigbation for ThermoDox® for the treatment of H®@Europe. Asestablished by t
European Medicine Agency (“EMA"Qrphan Drug Designation provides for scientific imdvand regulatory assistance from the EMA, d
access to centralized marketing authorization aemaim financial incentives, such as reduction @ésf associated with paethorizatio
inspections and marketing authorization applicates. The Orphan Drug Designation in Europe ptevides 10 years of market exclusi
subsequent to product approval.




In addition to the rights available to the Compamygler completed or pending license agreementsCtimpany relies on its own propriet
know-how and experience in the development and use aif loe medical therapies, which the Company seekgrotect, in part, throus
proprietary information agreements with employesmsultants and others. The Company cannot offsurasces that these informal
agreements will not be breached, that the Compaihyave adequate remedies for any breach, ortlieste agreements, even if fully enfor:
will be adequate to prevent third-party use of @mpanys proprietary technology. Similarly, the Companyrmat guarantee that technolt
rights licensed to it by others will not be sucfekg challenged or circumvented by third parties,that the rights granted will provide
Company with adequate protection.

EMPLOYEES

As of March 15, 2011, we employed 16 ftilhe employees. We also maintain active indepenhdentractor relationships with varic
individuals, most of whom have month4teenth or annual consulting agreements. None of eaployees are covered by a collec
bargaining agreement, and we consider our relatidtisour employees to be good.

COMPANY INFORMATION

Celsion was founded in 1982 and is a Delaware catjpm. Our principal executive offices are locatd10220L Old Columbia Roa
Columbia, Maryland 21046. Our telephone numbezg4t0) 290-5490 and (800) 262-0394. The Companglssite is www.celsion.com.

AVAILABLE INFORMATION

The Company makes available free of charge thratggtvebsite, www.celsion.com, its Annual Reportform 10K, Quarterly Reports ¢
Form 10-Q, Current Reports on FormK8-and all amendments to those reports as sooreasomably practicable after such materi
electronically filed with or furnished to the Seities and Exchange Commission (the “SEC”). In &ddj the Company website include
other items related to corporate governance maiteskiding, among other things, the Compangbrporate governance principles, charte
various committees of the Board of Directors, dmel Companys code of business conduct and ethics applicalddl employees, officers a
directors. The Company intends to disclose omttrnet website any amendments to or waivers ftsroode of business conduct and ethic
well as any amendments to its corporate governprineiples or the charters of various committeethefBoard of Directors. Copies of th
documents may be obtained, free of charge, fronCtirapanys website. In addition, copies of these documeriithe made available free
charge upon written request. The SEC also maintamsnternet site that contains reports, proxy a@rfdrmation statements and ot
information regarding issuers that file periodicasther reports electronically with the Securittgsl Exchange Commission. The addre:
that site is www.sec.gov. The information availabteor through our website is not a part of thimaal Report on Form 1K-and should n«
be relied upon.

RECENT EVENTS
Clinical Trials

On December 5, 2008, the Company entered into &lBpment, Product Supply and Commercialization &grent for Thermodox@®@vith
Yakult Honsha Co. (the “Yakult Agreementursuant to which the Company granted to Yakuleadusive license, solely in the Japar
market, to make, sell, import and use Thermoddar®the indications set forth in the Yakult Agreamé consideration of certain milestc
and royalty payments, including an $18 million reittne payment upon approval of Thermoddx®the Japanese Ministry of Health, Lg
and Welfare for the treatment of primary liver cangthe “Approval Milestone”).On January 11, 2011, the Company entered in
amendment to the Yakult Agreement (the “Amendmetitgt provides for (i) a payment by Yakult to then@any of $2 million that tt
Company received on January 12, 2011 in considerati a partial reduction in the Approval Milestoad (i) if and when the DMC perm
the resumption of patient enrollment in Japan fgofal Phase Il clinical study for ThermoDox®,payment by Yakult to the Company o
additional $2 million in consideration of an addital, partial reduction in the Approval Mileston&ssuming payment by Yakult of the
million contemplated by the Amendment and the phréductions in the Approval Milestone relatedréte, the aggregate Approval Milest
that the Company may receive in the future willdvdeen reduced by approximately forty percent (40%)

On February 9, 2011, after reviewing data from d&&domized patients enrolled in our pivotal PhdselEAT study, the DMC for this tri:
unanimously recommended that the trial continuentmll patients at all clinical sites except foosk in Japan with the goal of reaching the
patients required to complete the study. The DM@tiaues to review safety and efficacy data in atance with the PMDA in Japan and
DMC'’s charter, however there can be no assurancehth&@MC will permit resumption of patient enrollmeéntJapan or at all nor can there
any assurance that the Company will receive thersk§2 million payment from Yakult pursuant to tmendment to the Yakult Agreement.




At this time, the Company is unable to determinatwff any, effect the catastrophic events resglfiom the March 11, 2011 earthquake
Tsunami in Japan will have on the conduct or timefe of the Phase Ill HEAT Trial or the DMC'’s reviefvsafety and efficacy data.

Liquidity and Capital Resources

On June 17, 2010, we entered into a financing gemarent, sometimes referred to as a committed etjo@yfinancing facility (the “CEFF;
with Small Cap Biotech Value, Ltd. (the “Purchagetiat provides that, upon the terms and subjechéoconditions set forth therein,
Purchaser is committed to purchase up to $15.0omilorth of our common stock over the 2vbnth term of the Purchase Agreement, ug
maximum of 2,404,434 shares, under certain specdnditions and limitations. As of March 22, 20%% have sold 1,339,774 shares of
common stock to the Purchaser pursuant to the dBFBggregate net proceeds of $3,073,328 inclugi8,132 shares that were solc
December 30, 2010 for aggregate net proceeds d82$K70 and 275,855 shares that were sold on Ma&cB011 for aggregate net proceec
$588,793.

On January 12, 2011, the Company entered into arfies Purchase Agreement (the “Purchase Agreéineith a select group of institutior
investors, including certain officers and directofghe Company, to sell up to 5,000 shares of 8éteemable convertible preferred stock
“Preferred Stock”) with a stated value of $1,00@ avarrants (the “Included Warrantd purchase up to 2,083,333 shares of common &t
a registered direct offering. The Preferred Stac#t Included Warrants were sold in units (the “Eljtwith each Unit consisting of one sh
of Preferred Stock and an Included Warrant to pasetup to 416.6666 shares of common stock at anisxerice of $3.25 per whole shar
common stock. The Units were sold to unaffiliathild party investors at a negotiated purchaseepoic$1,000 per Unit and to officers
directors at an at-therarket price of $1,197.92 per Unit in accordancthwie NASDAQ Stock Market Rules. Each share ofdPred Stock i
convertible into shares of common stock at anahitonversion price of $2.40 per share, subje@dmistment in the event of stock sp
recapitalizations or reorganizations that affethalders of common stock equally. The Company ixeszkgross proceeds from the offering
approximately $5.1 million, before deducting plaesrhagents' fees and estimated offering exper@encurrent with the issuance and sal
the Units, the Company issued a warrant (the “PPhece Agent Warrant™o purchase up to 350 shares of Preferred Stoak akercise price
$1,000 per whole share of Preferred Stock to Darki& Dominick LLC, as placement agent.

The Units were sold pursuant to the Company’s stegfstration statement on Form S-3 (Registratian 883158402), which was declat
effective by the SEC on April 17, 2009, as suppleteé by prospectus supplements dated January 12,&@ January 13, 2011 filed with
Securities and Exchange Commission pursuant to £4¢b) under the Securities Act of 1933, as aménde

Director and Officer Equity Compensation Awards

On February 25, 2011, the Company’s board of dirsctapproved the recommendations and ratified the ohtations of its compensati
committee and granted stock options to all of tieenfanys executive officers and directors. Directors Bax E. Link, Gregory Weaver, L
Augustine Chow, Robert W. Hooper and Dr. Albertortiteez were awarded options to purchase 50,00@080,40,000, 40,000 and 15,(
shares of Common Stock respectively. Executivieef§ Michael H. Tardugno, Jeffrey W. Church, Dicidlas Borys and Dr. Robert A. Re
were awarded options to purchase 180,000, 70,0m00@ and 70,000 shares of Common Stock respegctivill options granted have a
year term and vest equally over three years. Alsfirey W. Church was granted 10,000 shares ofrf@@mmStock that vested immediate

ITEM 1A. RISK FACTORS

The following is a summary of the risk factors tha believe are most relevant to our business. & hes factors that, individually or in
aggregate, we think could cause our actual regutieffer significantly from anticipated or histoél results. You should understand that it is
possible to predict or identify all such factor@nSequently, you should not consider the followiodpe a complete discussion of all potel
risks or uncertainties. We undertake no obligatmpublicly update forwardboking statements, whether as a result of newrin&tion, futur
events, or otherwise. You are advised, howevecotwsult any further disclosure we make on relatggexts in our reports on forms 1D-
and 8-K filed with the SEC.

RISKS RELATING TO OUR BUSINESS

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

Since Celsiors inception, our expenses have substantially exxeedr revenues, resulting in continuing lossesamdccumulated deficit
$100 million at December 31, 2010. For the yearedndecember 31, 2010 we incurred a net loss ofd%tdlion. Because we presently h
no product revenues and we are committed to cangnour product research, development and commaation programs, we will contini
to experience significant operating losses unlesk umtil we complete the development of ThermoDax® other new products and th
products have been clinically tested, approvedkyRDA and successfully marketed.
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IF OUR PRODUCTS FAIL IN CLINICAL TRIALS, WE WILL BE UNABLE TO OBTAIN OR MAINTAIN FDA AND
INTERNATIONAL REGULATORY APPROVALS AND WILL BE UNAB LE TO SELL THOSE PRODUCTS.

To obtain regulatory approvals from the FDA anceingtional regulatory agencies, we must condudicell trials demonstrating that «
products are safe and effective. We may need &ndnongoing trials or the FDA and/or internatioregulatory agencies may require u
perform additional trials beyond those we plann8dch occurrences could result in significant delagd additional costs, and related clir
trials may be unsuccessful.

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

We have devoted our resources to developing a revergtion of products but will not be able to marteese products until we he
completed clinical testing and obtain all necesgpryernmental approvals. In addition, our produets still in various stages of developn
and testing and cannot be marketed until we hawepteied clinical testing and obtained necessaryegovental approval. Accordingly, ¢
revenue sources are, and will remain, extremelitdidnuntil our products are clinically tested, apprd by the FDA and successfully marke
We cannot guarantee that any or all of our prodwitdhe successfully tested, approved by the FDAnarketed, successfully or otherwise
any time in the foreseeable future or at all.

IF WE DO NOT RAISE ADDITIONAL CAPITAL, WE MAY NOT B E ABLE TO COMPLETE THE DEVELOPMENT, TESTING
AND COMMERCIALIZATION OF OUR PRODUCT CANDIDATES.

As of December 31, 2010, we had approximately $hilion in cash and short term investments. To plate the development &
commercialization of our product, we will need tise substantial amounts of additional capital. ddenot have any committed source
financing and cannot offer any assurances thatalte funding will be available in a timely mannen, acceptable terms or at all.

In the event we can not raise additional capital,may be required to delay, scale back or eliminat&in aspects of our operations or atte
to obtain funds through unfavorable arrangementk partners or others that may force us to relisiguights to certain of our technolog
products or potential markets or that could imposerous financial or other terms. Furthermore, é @annot fund our ongoing developn
and other operating requirements, particularly ¢hassociated with our obligations to conduct clihtdals under our licensing agreements
will be in breach of these licensing agreements @ud therefore lose our license rights, whichldduave material adverse effects on
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 and when spidducts are approved for commercialization byRB&\, either directly or through ott
strategic alliances and distribution arrangemerith third parties. There can be no assurance tlaiwll be able to enter into thirgarty
marketing or distribution arrangements on advardagelerms or at all. To the extent that we do eimtr such arrangements, we will
dependent on our marketing and distribution pastner entering into thirgharty marketing or distribution arrangements, wpeet to incu
significant additional expense. There can be narasse that, to the extent that we sell produgtsctly or we enter into any commercializas
arrangements with third parties, such third panigdsestablish adequate sales and distributiorabdjies or be successful in gaining ma
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 part, onadoility to maintain our rights under license agreents granting us rights to use pate
technologies. We have entered into license agresnvdth Duke University, under which we have exalasrights to commercialize medi
treatment products and procedures based on Dukermbsensitive liposome technology. The Duke Univer§itgnse agreement contain
license fee, royalty and/or research support pionss testing and regulatory milestones, and gbeeformance requirements that we must |
by certain deadlines. If we were to breach thesettoer provisions of the license and research aggees, we could lose our ability to use
subject technology, as well as compensation foraffarts in developing or exploiting the technologyny such loss of rights and acces
technology could have a material adverse effeawrbusiness.
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Further, we cannot guarantee that any patent cgradtchnology rights licensed to us by others widk be challenged or circumven
successfully by third parties, or that the rightardged will provide adequate protection. We areraved published patent applications and is:
patents belonging to others, and it is not cleaetivbr any of these patents or applications, orrgthéent applications of which we may
have any knowledge, will require us to alter anyoof potential products or processes, pay licenféeg to others or cease certain activi
Litigation, which could result in substantial cqstsay also be necessary to enforce any patentsddgsuor licensed by us or to determine
scope and validity of otherglaimed proprietary rights. We also rely on tradersts and confidential information that we seelpnatect, it
part, by confidentiality agreements with our cogter partners, collaborators, employees and comssltd/e cannot guarantee that tt
agreements will not be breached, that, even iftmeached, that they are adequate to protect ode tsacrets, that we will have adeq
remedies for any breach, or that our trade sewidtaot otherwise become known to, or will not iscovered independently by, competitors.

OUR PRODUCTS COULD INFRINGE PATENT RIGHTS OF OTHERS , WHICH MAY REQUIRE COSTLY LITIGATION AND, IF
WE ARE NOT SUCCESSFUL, COULD CAUSE US TO PAY SUBSTANTIAL DAMAGES OR LIMIT OUR ABILITY TO
COMMERCIALIZE OUR PRODUCTS.

Our commercial success depends on our ability &vaip without infringing the patents and other pigdpry rights of third parties. There n
be third party patents that relate to our produmtsl technology. We may unintentionally infringe opwalid patent rights of thi
parties. Although we are currently not involvedainy material litigation involving patents, a thipdrty patent holder could assert a clair
patent infringement against us in the future. Al&ively, we may initiate litigation against tharthparty patent holder to request that a ¢
declare that we are not infringing the third pastyatent and/or that the third pagypatent is invalid or unenforceable. If a clain
infringement is asserted against us and is suadessfid therefore we are found to infringe, we dobk required to pay damages
infringement, including treble damages if it iset@tined that we knew or became aware of such afpatel we failed to exercise due car
determining whether or not we infringed the patéhtve have supplied infringing products to thirdrppes or have licensed third partie:
manufacture, use or market infringing products,may be obligated to indemnify these third part@sdamages they may be required to pi
the patent holder and for any losses they may isustée can also be prevented from selling or conumézing any of our products that use
infringing technology in the future, unless we abta license from such third party. A license may be available from such third party
commercially reasonable terms, or may not be availat all. Any modification to include a namfringing technology may not be possible ¢
possible may be difficult or timeensuming to develop, and require revalidation,clvhldould delay our ability to commercialize our guots
Any infringement action asserted against us, evemei are ultimately successful in defending agassth action, would likely delay t
regulatory approval process of our products, hatm apmpetitive position, be expensive and requive time and attention of our k
management and technical personnel.

WE RELY ON THIRD PARTIES TO CONDUCT ALL OF OUR CLIN ICAL TRIALS. IF THESE THIRD PARTIES ARE UNABLE
TO CARRY OUT THEIR CONTRACTUAL DUTIES IN A MANNER T HAT IS CONSISTENT WITH OUR EXPECTATIONS,
COMPLY WITH BUDGETS AND OTHER FINANCIAL OBLIGATIONS OR MEET EXPECTED DEADLINES, WE MAY NOT
RECEIVE CERTAIN DEVELOPMENT MILESTONE PAYMENTS OR B E ABLE TO OBTAIN REGULATORY APPROVAL FOR
OR COMMERCIALIZE OUR PRODUCT CANDIDATES IN ATIMELY OR COST-EFFECTIVE MANNER.

We currently have only 16 full-time employeesVe rely, and expect to continue to rely, on ttpatty Clinical Research Organization:
conduct our clinical trials. Because we do not eariédur own clinical trials, we must rely on théoefs of others and cannot always contrc
predict accurately the timing of such trials, tlsts associated with such trials or the procediasare followed for such trials. We do
anticipate significantly increasing our personmettie foreseeable future and therefore, expecbmdireue to rely on third parties to conduc
of our future clinical trials. If these third pasi are unable to carry out their contractual dudiesbligations in a manner that is consistent
our expectations or meet expected deadlines, f dloenot carry out the trials in accordance witldpeted amounts, if the quality or accurac
the clinical data they obtain is compromised duth&r failure to adhere to our clinical protocolsfor other reasons, or if they fail to maint
compliance with applicable government regulationd atandards, our clinical trials may be extendkstayed or terminated or may becc
prohibitively expensive, we may not receive develept milestone payments when expected or at afl,ve® may not be able to obt
regulatory approval for or successfully commereg@lour product candidates. At this time, the Camgpa unable to determine what, if a
effect the catastrophic events resulting from thard¥i 11, 2011 earthquake and Tsunami in Japanhailé on the conduct or timeframe
clinical trials for our Phase Ill HEAT study atesitin Japan. In addition, enrollment of additigpatients at clinical sites in Japan for our P
Il HEAT study is currently on hold pending the DM&Congoing review of safety and efficacy data incadance with the PMDA in Japan ¢
the DMC's charter. A failure to resume patient enrollmantlinical trial sites in Japan could have a matexdverse affect on our financ
condition as the resumption of patient enrollmerd condition to our receipt of an accelerated $om development milestone payment ur
our agreement with Yakult and is a mandatory cagigarevent of our 8% redeemable convertible pretestock.
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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, @igical tests and clinical trials, and ultimatelye manufacturing, marketing and labeling of
products, are all subject to extensive regulatiprihe FDA and foreign regulatory agencies. Bligical testing and clinical trial requireme
and the regulatory approval process typically tgd@rs and require the expenditure of substantsmwees. Additional government regula
may be established that could prevent or delayla¢égny approval of our product candidates. Delaygejections in obtaining regulatc
approvals would adversely affect our ability to ¢oercialize any product candidates and our abititggnerate product revenues or royalties.

The FDA and foreign regulatory agencies requiré tha safety and efficacy of product candidatestygported through adequate and well-
controlled clinical trials. If the results of piatclinical trials do not establish the safety &fiicacy of our product candidates to the satigfa

of the FDA and other foreign regulatory agencies, will not receive the approvals necessary to ntaskeh product candidates. Eve
regulatory approval of a product candidate is grdnthe approval may include significant limitasoon the indicated uses for which
product may be marketed.

We are subject to the periodic inspection of oinic4l trials, facilities, procedures and operasiamd/or the testing of our products by the |
to determine whether our systems and processem arempliance with FDA regulations. Following sugtspections, the FDA may iss
notices on Form 483 and warning letters that caaldse us to modify certain activities identifiedidg the inspection. A Form 483 notice
generally issued at the conclusion of an FDA indpacand lists conditions the FDA inspectors bedieway violate FDA regulations. FI
guidelines specify that a warning letter is issoaty for violations of “regulatory significancdbr which the failure to adequately and prom
achieve correction may be expected to result iardarcement action.

Failure to comply with FDA and other governmentgulations can result in fines, unanticipated caamgle expenditures, recall or seizur
products, total or partial suspension of productwm/or distribution, suspension of the FBA®eview of product applications, enforcen
actions, injunctions and criminal prosecution. Undertain circumstances, the FDA also has the aityhto revoke previously granted prod
approvals. Although we have internal compliancegprms, if these programs do not meet regulatorm@gstandards or if our complianct
deemed deficient in any significant way, it coult/b a material adverse effect on the Company.

We are also subject to recordkeeping and reportgglations. These regulations require, among dtiegs, the reporting to the FDA
adverse events alleged to have been associatedhwitise of a product or in connection with cerfaiduct failures.

Labeling and promotional activities also are retpdaby the FDA. We must also comply with recorceiag requirements as well
requirements to report certain adverse events vinplour products. The FDA can impose other poatketing controls on us as well as
products including, but not limited to, restrictfoan sale and use, through the approval proceggat®ns and otherwise.

Many states in which we do, or in the future, maybdisiness, or in which our products may be saighoise licensing, labeling or certificat
requirements that are in addition to those impdsethe FDA. There can be no assurance that oneoce states will not impose regulation:
requirements that have a material adverse effecuombility to sell our products.

In many of the foreign countries in which we mayhisiness or in which our products may be soldwillebe subject to regulation by natiol
governments and supranational agencies as wel &schl agencies affecting, among other thingsdpod standards, packaging requireme
labeling requirements, import restrictions, tarégulations, duties and tax requirements. Therebeamo assurance that one or more countr
agencies will not impose regulations or requireraéinat could have a material adverse effect orability to sell our products.

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

Political, economic and regulatory influences aubjscting the healthcare industry to potential famental changes that could substant
affect our results of operations. There have keemnmmber of government and private sector initegtiduring the last few years to limit
growth of healthcare costs, including price redatat competitive pricing, coverage and payment giei, comparative effectiveness
therapies, technology assessments and maragedarrangements. It is uncertain which legistagivoposals, if any, will be adopted (or wt
or what actions federal, state, or private payordiealth care treatment and services may takesiponse to any health care reform proposi
legislation. We cannot predict the effect healtrea@forms may have on our business and we can mdf@assurances that any of these refi
will not have a material adverse effect on our bess. These actual and potential changes are gabsimarketplace to put increased empl
on the delivery of more cosiffective treatments. In addition, uncertainty remaegarding proposed significant reforms to th&.Uhealthcal
system.
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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 cancer treatimgystems successfully will depend in part ondkient to which reimbursement for
costs of such products and related treatmentsbeilavailable from government health administratothorities, private health insurers
other thirdparty payors. The reimbursement status of newlyrama medical products is subject to significantenmainty. We cann
guarantee that adequate thparty insurance coverage will be available foraiedtablish and maintain price levels sufficiemtds to realize ¢
appropriate return on our investment in developimay therapies. Government, private health insueerd other thirdparty payors ai
increasingly attempting to contain health care st limiting both coverage and the level of reimg@ment for new therapeutic prodt
approved for marketing by the FDA. Accordingly, evécoverage and reimbursement are provided byegowuent, private health insurers
third-party payors for uses of our products, market aecee of these products would be adversely affeiftéte reimbursement availal
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 projects usingridBox® plus RFA or microwave heating, are currently imidal trials. Any or all c
these projects may prove not to be effective irctiga. If testing and clinical practice do not domf the safety and efficacy of our prod
candidates or, even if further testing and practiceduce positive results but the medical commuditgs not view these new forms
treatment as effective and desirable, our effartmarket our new products may fail, with materid¥erse 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 currently arel in the future are expected to be, the subfeextensive research and development. N
possible treatments that are being researchedicdessfully developed, may not require, or may kugpthe use of our technologies.
successful development and acceptance of any oneor of these alternative forms of treatment caelider our technology obsolete ¢
cancer treatment method.

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 the contiragedributions of our executive officers, scientifiad technical personnel and consult:
and on our ability to attract additional personalve seek to implement our business strategy evelap our products and businesses. Di
our operating history, we have assigned many esseasponsibilities to a relatively small numbéirdividuals. However, as our business
the demands on our key employees expand, we haae bed will continue to be, required to recruitliidnal qualified employees. T
competition for such qualified personnel is intgnaed the loss of services of certain key persomnebur inability to attract additior
personnel to fill critical positions could advesseiffect our business. Further, we do not carryy“kean” insurance on any of our person
Therefore, loss of the services of key personnellvaot be ameliorated by the receipt of the prdsdieom 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 growth andsifigation. Our ability to manage growth effectiyelill require that we continue to expe
funds to improve our operational, financial and agement controls, reporting systems and procedimeaddition, we must effective
expand, train and manage our employees. We willihethle to manage our business effectively if we warable to alleviate the strain
resources caused by growth in a timely and suadessinner. There can be no assurance that we wililde to manage our growth ar
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 institutionagendjin research and development of various teobies for cancer treatment products
seek treatment outcomes similar to those that weparsuing. We believe that the level of intergsiothers in investigating the potential
possible competitive treatments and alternativbrietogies will continue and may
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increase. Potential competitors engaged in allsasosé@ancer treatment research in the United Statdsother countries include, among ott
major pharmaceutical, specialized technology congzsarand universities and other research institstidMost of our current and poten
competitors have substantially greater financedhnhical, human and other resources, and may alsoflar greater experience than do we,
in pre<clinical testing and human clinical trials of newogucts and in obtaining FDA and other regulatgrpravals. One or more of the
companies or institutions could succeed in develpproducts or other technologies that are mormctffe than the products and technolo
that we have been or are developing, or which woettdier our technology and products obsolete amecompetitive. Furthermore, if we ¢
permitted to commence commercial sales of any ofppaducts, we will also be competing, with resptctmanufacturing efficiency a
marketing, with companies having substantially tgeeesources and experience in these areas.
WE MAY BE SUBJECT TO SIGNIFICANT PRODUCT LIABILITY  CLAIMS AND LITIGATION.
Our business exposes us to potential product itiglitks inherent in the testing, manufacturingl anarketing of human therapeutic prodt
We presently have product liability insurance lmito $10 million per incident and $10 million aafiy. If we were to be subject to a clain
excess of this coverage or to a claim not coveyedud insurance and the claim succeeded, we woallebtpuired to pay the claim with our ¢
limited resources, which could have a material estveffect on our business. In addition, liabibtyalleged liability could harm the busines:
diverting the attention and resources of our mamege and by damaging our reputation.
RISKS RELATED TO OUR COMMON STOCK
THE MARKET PRICE OF OUR COMMON STOCK HAS BEEN, AND MAY CONTINUE TO BE VOLATILE AND FLUCTUATE
SIGNIFICANTLY, WHICH COULD RESULT IN SUBSTANTIALLY LOSSES FOR INVESTORS AND SUBJECT US TO
SECURITIES CLASS ACTION LITIGATION.
Market prices for our Common Stock and the seagitif other medical, high technology companies leen volatile. Our Common Stock
had a high price of $5.44 and a low price of $2r0the 52-week period ending December 31, 2010.o#égrthe factors that may cause the
market price of our common stock to fluctuate &eerisks described in this “Risk Factors” sectiad ather factors, including:

e fluctuations in our quarterly operating resultstge operating results of our competitc

e  variance in our financial performance from the etpgons of investors

e changes in the estimation of the future size aogvtyr rate of our market:

° changes in accounting principles or changes impnégations of existing principles, which couldedf our financial result:

e failure of our products to achieve or maintain nedrkcceptance or commercial succ

° conditions and trends in the markets we se

° changes in general economic, industry and markaditions;

e  success of competitive products and servi

° changes in market valuations or earnings of ourpeiitors;

° changes in our pricing policies or the pricing piggs of our competitor:

e announcements of significant new products, corgraatquisitions or strategic alliances by us orcampetitors

° changes in legislation or regulatory policies, ficas, or actions

e the commencement or outcome of litigation involving company, our general industry or bc

e  recruitment or departure of key personi
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e changes in our capital structure, such as futsaisces of securities or the incurrence of additidebt;
° actual or expected sales of our common stock bytmakholders; an
e the trading volume of our common sto

In addition, the stock market in general, the NASD&apital Market and the market for pharmaceuticahpanies in particular, may
experience a loss of investor confidence. Suchdbgsvestor confidence may result in extreme péod volume fluctuations in our common
stock that are unrelated or disproportionate toogierating performance of our business, finan@abdion or results of operations. These
broad market and industry factors may materiallyrhthe market price of our common stock and exussi® securities class action litigation.
Such litigation, even if unsuccessful, could betlga® defend and divert management’s attentionr@sdurces, which could further materially
harm our financial condition and results of openasi.

THE ADVERSE CAPITAL AND CREDIT MARKET CONDITIONS CO ULD AFFECT OUR LIQUIDITY.

Adverse capital and credit market conditions cafféct our ability to meet liquidity needs, as wedl our access to capital and cost of ca
The capital and credit markets have been experigresxtreme volatility and disruption for more tHEhmonths. In recent months, the volat
and disruption have reached unprecedented levelstte markets have exerted downward pressure oialiity of liquidity and credi
capacity for certain issuers. For example, recetréylit spreads have widened considerably. Oultsestioperations, financial condition, ci
flows and capital position could be materially achedy affected by continued disruptions in the td@nd credit markets.

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 NASDAQ GabMarket, the volume of trading historically Haesen relatively light. There can be
assurance that our historically light trading volyror any trading volume whatsoever, will be susdiin the future. Therefore, there can b
assurance that our stockholders will be able talseir shares of our Common Stock at the timetdha price that they desire, or at all.

WE HAVE NOT PAID DIVIDENDS ON OUR COMMON STOCK IN T HE PAST AND DO NOT INTEND TO DO SO FOR THE
FORESEEABLE FUTURE.

We have never paid cash dividends on our Commock&tod do not anticipate paying cash dividendswncommon stock in the foreseee
future. As a result, the return on an investmenoumn Common Stock will depend entirely upon theufatappreciation in the price of «
Common Stock. Our stockholders cannot achievedagyee of liquidity with respect to their sharesCafmmon Stock except by selling s
shares.

ANTI-TAKEOVER PROVISIONS IN OUR CHARTER DOCUMENTS A ND DELAWARE LAW COULD PREVENT OR DELAY A
CHANGE IN CONTROL.

Our Certificate of Incorporation and Bylaws mayadisrage, delay or prevent a merger or acquisitiah & stockholder may consider favor:
by authorizing the issuance of “blank check” preddrstock. This preferred stock may be issued byBbard of Directors (the “Board"in
such terms as it determines, without further stotddr approval. Therefore, the Board may issue gueferred stock on terms unfavorable
potential bidder in the event that the Board oppasenerger or acquisition. In addition, our clasdifBoard may discourage such transac
by increasing the amount of time necessary to nbtaijority representation on the Board. We alscehenplemented a stockholder rights
and distributed to our stockholders one right geare of our Common Stock. When these rights becexeecisable, each right entitles tl
holders to purchase one ten-thousandth (1/10,008)share of our Series C Junior Participating étrefl Stock (the “Preferred Stocld) ¢
price of $66.90 per one teheusandth (1/10,000) share. If any person or gamgquires more than 15% of our Common Stock, tHéens o
rights (other than the person or group crossinglffé threshold) will be able to receive, upon tiRereise of their rights and in lieu of 1
Preferred Stock, the number of shares of our Com8togk (or the number of shares of stock of any mamy into which we are merge
having a value equal to twice the exercise prictheir rights in exchange for the $66.90 exerciseep Because these rights may substan
dilute stock ownership by a person or group seekintpke us over without the approval of our Boamd rights plan could make it me
difficult for a person or group to take us over &quire significant ownership interest in us) withnegotiating with our Board regarding s
a transaction. Certain other provisions of our Biand of Delaware law may also discourage, delgyevent a third party from acquiring
merging with us, even if such action were beneficissome, or even a majority, of our stockholders.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We currently lease 13,891 square feet for our aatpooffice, laboratory and workshop space locaied 0220k Old Columbia Roas
Columbia, Maryland 21046-2391 from an unaffiliaigarty under a seveyear lease that expired on October 31, 2010. Reperese for th
year ended December 31, 2010 was $0.3 million. Gtmpany is currently renting this facility on a ntli-to-month basis as it investigates
options to either renew its current lease or rékda operations to a new facility.

ITEM 3. LEGAL PROCEEDINGS

We are not currently a party to any material lggaceedings.

ITEM 4. (REMOVED AND RESERVED)
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PART I

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

MARKET PRICE FOR OUR COMMON STOCK

Our Common Stock trades on the NASDAQ Capital Matkeler the symbol “CLSN"The following table sets forth the high and lowsiig
sale prices for the periods indicated. The quatatiet forth below do not include retail markuparkdowns or commissions.

High Low

YEAR ENDED DECEMBER 31, 200

First Quarter (January— March 31, 2009 $ 36C $ 2.0t
Second Quarter (April — June 30, 200¢ $ 48 % 3.0C
Third Quarter (July — September 30, 200! $ 5.1 $ 3.2t
Fourth Quarter (October— December 31, 200¢ $ 354 % 2.7¢
YEAR ENDED DECEMBER 31, 201

First Quarter (January— March 31, 2010 $ 46¢ $ 2.7¢
Second Quarter (April — June 30, 201C $ 54/ % 3.1
Third Quarter (July — September 30, 201! $ 34z $ 2.97
Fourth Quarter (October— December 31, 201( $ 36 % 2.01

On March 24, 2011, the last reported sale pricoforCommon Stock on the NASDAQ Capital Market $2s38. As of March 24, 2011, th
were approximately 10,900 stockholders of recordwwfCommon Stock.

DIVIDEND POLICY

We have never declared or paid and have no prégention to pay cash dividends on our Common Sindke foreseeable future. We int
to retain any earnings for use in our businessaijmars.

In January 2011, the Company entered into a defingecurities purchase agreement with a seleatpgod institutional investors, includi
certain officers and directors of the Company,dlh 5,000 shares of 8% redeemable convertible medestock with a stated value of $1,
and warrants to purchase up to 2,083,333 sharesmimon stock in a registered direct offering. Thavertible preferred stock and warr:
were sold in units (the "Units"), with each Unitnsisting of one share of convertible preferredlstaied a warrant to purchase up to 416.¢
shares of common stock at an exercise price of5$3e2 whole share of common stock. The Units vedfered and sold to unaffiliated th
party investors at a negotiated purchase priceld@@® per Unit and to officers and directors ab&themarket price of $1,197.92 per Unil
accordance with the NASDAQ Stock Market Rules. HEabhare of preferred stock is convertible into ekasf common stock at an ini
conversion price of $2.40 per share, subject tasijent in the event of stock splits, recapitaiozes or reorganizations that affect all holdel
common stock equally. The Company received grossgads from the offering of approximately $5.1 ioil| before deducting placem
agents' fees and estimated offering expenses.

The convertible preferred shares may be redeemetiebfrolders thereof at any time and have a mandasaemption date of January
2013. The convertible preferred shares are albgesuto mandatory conversion upon the occurrericgedain events, including the sale
Common Stock in one or more offerings for not l#en $4.00 per share and aggregate gross procé€&d® amillion, the achievement o
twenty day trading average of our Common Stock al%6:00 per share, or the receipt of an aggregdtast $4,000,000 as actual, or adva
payment of future, license, milestone or royaltyrpants from a strategic, licensing or developmemtrier. Until such time as preferred sh
are redeemed, issued and outstanding shares shalled dividends at a rate of 8% per annum. Diideon the convertiblpreferred shar
are payable on a quarterly basis from the origssle date commencing on April 15, 2011 and aralgayonly in cash.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS

See “Item 12. Security Ownership of Certain Benafi©wners and Management and Related Stockholdgteks—Equity Compensation Ple
Information.”

UNREGISTERED SHARES OF EQUITY SECURITIES

All unregistered shares of equity securities hasenbpreviously reported by the Company in its GubriReport on Form 10-Q or a Current
Report on Form 8-K.
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ISSUER PURCHASES OF EQUITY SECURITIES
None.

ITEM 6. SELECTED FINANCIAL DATA
Not required

ITEM 7. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

The following discussions should be read in conjiomcwith our financial statements and related adtereto included in this Annual Reg
on Form 10-K. The following discussion containsifard{ooking statements made pursuant to the safe harboeisions of Section 21E of t
Securities Exchange Act of 1934 and the Privateuftées Litigation Reform Act of 1995. These statnts are based on our beliefs
expectations about future outcomes and are sutgettks and uncertainties that could cause actsllts to differ materially from anticipat
results. Factors that could cause or contribusutth differences include those described uRdet I, Item 1A — Risk Factoppearing in th
Annual Report on Form 1B-and factors described in other cautionary statgmecautionary language and risk factors set fortiothe
documents that we file with the Securities and Exge Commission. We undertake no obligation tolipiybupdate forwardeoking
statements, whether as a result of new informafignre events or otherwise.

Overview

Celsion is an innovative oncology drug developmmrhpany focused on the development of treatmemtshfise suffering with difficult 1
treat forms of cancer. We are working to develop emmmercialize more efficient, effective, targetdgmotherapeutic oncology drugs bz
on our proprietary heatetivated liposomal technology. The promise of tiigg technology is to maximize efficacy while nmmzing side
effects common to cancer treatments.

Our lead product ThermoDoxi® being evaluated in a Phase Il clinical triahigh we refer to as the HEAT study, for primaryelivcancer ar
a Phase I/1l study for recurrent chest wall breastcer. ThermoDox@®&s a liposomal encapsulation of doxorubicin, anraped and frequent
used oncology drug for the treatment of a wide eawf cancers. Localized mild hyperthermia (395-degrees Celsius) releases
encapsulated doxorubicin from the liposome enaliligh concentrations of doxorubicin to be deposjiegferentially in a targeted tumor.

Significant Events

The Company entered into a Committed Equity Fimandracility (“CEFF”) with Small Cap Biotech Valuétd “(SCBV”) on June 1°
2010. The CEFF provides that, upon the terms amest to the conditions set forth therein, SCB\c@nmitted to purchase up to $1
million worth of our shares of common stock over #month term of the CEFF under certain specified @¢@mrs and limitations. For a mc
complete description of the CEFF, see Note 11 efRmancial Statements. As of March 22, 2011, weehsold 1,339,774 shares of
common stock to the Purchaser pursuant to the dBFBggregate net proceeds of $3,073,328 inclu8ig,132 shares that were solc
December 30, 2010 for aggregate net proceeds 82%$/70 and 275,855 shares that were sold on Ma&cRB011 for aggregate net proceec
$588,793.

In November 2010, the Company was awarded a $2@46ént under the Qualifying Therapeutic DiscovBrgject (QTDP) program unc
The Patient Protection and Affordable Care Act @1@ (PPACA). This maximum grant amount for a singlegram was awarded to Cels
for its Thermodox®&clinical development program, which is currentiyndacting clinical trials for primary liver cancencrecurrent chest w.
breast cancer. The funds will be used for devetrexpenses.

On January 12, 2011, the Company entered into arfies Purchase Agreement (the “Purchase Agreéineith a select group of institutior
investors, including certain officers and directofghe Company, to sell up to 5,000 shares of 8éteemable convertible preferred stock
“Preferred Stock”) with a stated value of $1,00@ avarrants (the “Included Warrantg9) purchase up to 2,083,333 shares of common &b
a registered direct offering. The Preferred Stac#t Included Warrants were sold in units (the “Eljtwith each Unit consisting of one sh
of Preferred Stock and an Included Warrant to pasetup to 416.6666 shares of common stock at aniseerice of $3.25 per whole shar
common stock. The Units were sold to unaffiliatbold party investors at a negotiated purchaseepoic$1,000 per Unit and to officers
directors at an at-therarket price of $1,197.92 per Unit in accordancthwie NASDAQ Stock Market Rules. Each share ofdPred Stock i
convertible into shares of common stock at andhitonversion price of $2.40 per share, subjeddjstment in the event of stock sp
recapitalizations or reorganizations that affethalders of common stock equally. The Company ixestkgross proceeds from the offering
approximately $5.1 million, before deducting plaehagents' fees and estimated offering exper@encurrent with the issuance and sal
the Units, the Company issued a warrant (the “Piece Agent Warrant”Jo purchase up to 350 shares of Preferred Stoak akercise price
$1,000 per whole share of Preferred Stock to Darki& Dominick LLC, as placement agent.
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The Units were sold pursuant to the Company’s stegjfstration statement on Form S-3 (Registratian 383158402), which was declar
effective by the Securities and Exchange Commissioi\pril 17, 2009, as supplemented by prospeaipplements dated January 12, 2
and January 13, 2011 filed with the Securities Brchange Commission pursuant to Rule 424(b) urdeBecurities Act of 1933, as amenc

Critical Accounting Policies and Estimates

Our financial statements, which appear at Item Thts Annual Report on Form 1K- have been prepared in accordance with accot
principles generally accepted in the United Statdsch require that the Company make certain astomgpand estimates and, in connec
therewith, adopt certain accounting policies. Ognigicant accounting policies are set forth in Bldt to our financial statements. Of th
policies, we believe that the policies discussddwenay involve a higher degree of judgment and tmaynore critical to an accurate reflec
of our financial condition and results of operation

Stock-Based Compensation

Stock options are generally granted with an exerpiice at market value at the date of the grahiie stock options generally expire 10 y:
from the date of grant. Stock option awards vesinuterms determined by the Board of DirectorsstiReted stock awards have been gra
with a vesting schedule.

The fair value of options, warrants and restrictertk granted is measured in accordance with AdaoyiStandards Codification (*“ASC718
Compensation — Stock Compensatiosing the Blackscholes option pricing model and recorded as amrrese in the period in which st
services are received. The fair values of stockooptgranted were estimated at the date of grang ke BlackScholes option pricing mod
The BlackScholes model was originally developed for usestineating the fair value of traded options, whicwé different characteristi
from Celsions nonqualified stock options. The model is alsosié®e to changes in assumptions, which can maliergdfect the fair valu
estimate. The Company used the following assumgtiondetermining the fair value of options grantedier the Blackscholes option pricir
model:

Year ended December 31

2010 2009
Risk-free interest rat 0.80 to 3.24% 1.21 to 2.82%
Expected volatility 71.52%- 85.75% 71.28%- 77.17%
Expected life (in years 2.6-6.5 2.7-6.3
Expected dividend yiel 0.00% 0.00%

Expected volatilities utilized in the model are &an historical volatility of the Comparsystock price. The risk free interest rate is dm
from values assigned to U.S. Treasury strips adighgd in the Wall Street Journal in effect at three of grant. The model incorpora
exercise, pre-vesting and pagsting forfeiture assumptions based on analystsstbrical data. The expected life of the fisc@l@ and 20C
grants was generated using the simplified methalawed under Securities and Exchange Commissiaff Sccounting Bulletin No. 107.

We review our financial reporting and disclosuragpices and accounting policies on an ongoing lhasaisure that our financial reporting
disclosure system provides accurate and transparénrtmation relative to the current economic angihess environment. As part of
process, the Company reviews the selection, apjgitaand communication of critical accounting p@& and financial disclosures. 1
preparation of our financial statements in confeynwith accounting principles generally acceptedthie United States requires that
management make estimates and assumptions thet #iféereported amounts of assets and liabilitie$ disclosure of contingent assets
liabilities at the date of the financial statemeautsl the reported amounts of revenues and expensieg the reporting period. We review
estimates and the methods by which they are datedvan an ongoing basis. However, actual resuliklatiffer from our estimates.

Results of Operations
Comparison of Fiscal Year Ended December 31, 2010 and Fiscal Year Ended December 31, 2009.

Research and Development Exper

Research and Development (“R&D&xpenses increased to $14.7 million in 2010 comptré13.7 million in 2009. Costs associated i
Companys Phase Il liver cancer clinical trial increaseds8.2 million in the 2010 compared to $7.0 millionthe same period of 2009. T
increase is related to milestone payments, invatstiggrants and monitoring costs associated wi¢hiticrease in patient enrollment in
HEAT study during 2010. Costs associated withGbenpanys recurrent chest wall breast cancer clinical (RECW) decreased to $0.6 milli
in 2010 compared to $1.2 million in 2009. DuringlRDthe Company managed the RCW trial utilizingiinal resources compared to utiliz
a contract resource organization in 2009. Costecated with the production of Thermodox@®ls increased slightly to $2.9 million in 2(
compared to $2.8 million in the same period of 2606 to the replenishment of Thermodoel@ical supplies to all trial sites. Also includet
these production costs are $0.2 million associaiéuthe acceleration of Company’s commercial maotifring strategy.
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General and Administrative Expenses

General and administrative expenses increased.grf$flion in 2010 compared to $3.3 million in 200Fhe increase is partially attributable
the expiration of the indemnity reserve recordedthyy Company prior to 2008 and amortized as a temtuof general and administrat
expenses through mid 2009. The amortization of itttemnity reserve was $1.1 million in 2009. Thenaining difference is most
attributable to non-cash stock option and stockrdweapense to employees, directors and consulii2310.

Other income (expense)

The Company had other income of $0.8 million in @@bmpared to $1.8 million in 2009. In Novembefi@0the Company was awarde
$244,000 grant under the Qualifying TherapeuticcBvery Project (QTDP) program under The Patientdetemn and Affordable Care Act
2010 (PPACA). This maximum grant amount for a snglogram was awarded to Celsion for its Thermodoh®cal development progra
which is currently conducting clinical trials forimary liver cancer and recurrent chest wall breastcer. In 2009, the Company wrote ¢
note receivable and retained the collateral fog tidte. At the time of the retention of the collateits value increased by $0.2 million wk
was recorded in other income.

Change in common stock warrant liability

A common stock warrant liability was incurred aseault of warrants issued in a public offering Ep8&mber 2009. This liability is calcula

at its fair market value using the Black-Scholesiarppricing model and is adjusted at the end of eadrtqu During 2010, the Compe
recorded a non-cash benefit of $0.6 million basedhe change in this fair value from the end of20th 2009, the Company recorded a non-
cash benefit of $0.7 million based on the decre@asige fair value of the warrant liability from isception in September 2009.

Interest income and exper
Interest income and expense was not significaB0rD and 2009.
Tax benefit

The Company reported an income tax expense ofr#idli8n in 2007 representing the alternative minimtax due as a result of the gain or
sale of the medical device assets. In December,206@9Company filed for a refund of that tax purdu® Revenue Procedure 2082-anc
recorded a tax benefit in that amount. This tdurreé was received in 2010.

Financial Condition, Liquidity and Capital Resources

Since inception, excluding the net aggregate paysnieom Boston Scientific of $43 million ($13 mdk in 2007 and $15 million receivec
each of 2008 and 2009), we have incurred signifidasses and negative cash flows from operatidis. have financed our operatis
primarily through the sale of equity and througle tlivestiture of our medical device business in7200he process of developing
commercializing Thermodox®quires significant research and development warkclinical trial studies, as well as significamtnufacturin
and process development efforts. These activitaggther with our general and administrative espenare expected to result in signifit
operating losses for the foreseeable future. Operses have significantly and regularly exceededetenues, and we have an accumu
deficit of $100 million at December 31, 2010.

At December 31, 2010 we had total current asset$2dd million (including cash and short term inveehts of $1.5 million) and curre
liabilities of $6.8 million, resulting in a workingapital shortage of $4.8 million. At December 2009, we had total current assets of $
million (including cash and short term investmerit$12.6 million) and current liabilities of $3.8illion, resulting in a working capital surpl
of $10.3 million.

Net cash used in operating activities for the 20H3 $13.4 million. The Compa’s 2010 net loss included $1.7 million in non-casbck-
based compensation expense and approximately $iflidhnm accrued expenses associated with unbidliétical trial costs and ThermoD@x
manufacturing-related activities. The Compan2010 cash flow was also favorably impacted byréoeipt of an $806,000 tax refund in
first quarter of 2010.

The $13.4 million net cash requirement was mosthded from cash and short term investments, refandsother receivables totaling of $1
million held at the beginning of the year and theeipt of a tax grant in the fourth quarter of 2@daling $0.2 million. Net cash provided
financing activities was $2.4 million for 2010 whicelated to proceeds provided by the utilizatibthe Committed Equity Financing Facil
(as discussed in the next paragraph) partiallyeotiy scheduled principal payments made on notgshba
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At December 31, 2010, the Company had cash, cashagnts and short term investments of $1.5 millibhe Company will need substar
additional capital to complete its clinical trialsbtain marketing approvals and to commercialigepitoducts. Since January 1, 2010,
Company completed the following transactions toraglslits future capital requirements:

° Committed Equity Financing Facili- The Company entered into a Committed Equity Finagnétacility “CEFF’) with Smal
Cap Biotech Value, Ltd “(SCBV”pn June 17, 2010. The CEFF provides that, uponetims and subject to the conditions
forth therein, SCBV is committed to purchase uf16.0 million worth of our shares of common stogkmthe 24month term ¢
the CEFF under certain specified conditions andtditions. For a more complete description of tfi&F€, see Footnote 11 of -
Financial Statements. As of March 22, 2011, weelsnld 1,339,774 shares of our common stock t®thiehaser pursuant to
CEFF for aggregate net proceeds of $3,073,328dimdu583,132 shares that were sold on Decembe2CB0) for aggregate r
proceeds of $1,125,670 and 275,855 shares thatsetten March 16, 2011 for aggregate net proce&#588,793.

e  Qualifying Therapeutic Discovery Proje- On November 1, 2010, the Company was awarded a2@d4rant under tr
Qualifying Therapeutic Discovery Project (QTDP) gmam under The Patient Protection and Affordablee@ect of 2010
(PPACA). This maximum grant amount for a singlegvean was awarded to Celsion for its Thermodox®icdihdevelopment
program, which is currently conducting clinicabts for primary liver cancer and recurrent chedt br@ast cancer.

° Equity Offering- In January 2011, the Company completed a registe#ffedng of $5.1 million of convertible preferretock an:
common stock warrants. See Item 1. Business -éRddevelopments - Liquidity and Capital Resources.

° Licensing Transactio- On January 11, 2011, the Company amended its Dawelot, Product Supply and Commercializal
Agreement for Thermodox® with Yakult Honsha Coptovide for accelerated payment of up to $4 millierfiuture milestone
payments, including $2 million that was paid to @@mpany on January 12, 2011, in exchange for aé@iction in aggregate
approval milestones that the Company may receidetne Yakult Agreement. See Item 1. Busine$®ectnt Developments -
Clinical Trials”

We currently estimate we will use approximately $4%16 million of cash in 2011Significant additional capital will be required 2011 tc
develop our product candidates through clinicaletiggment, manufacturing, and commercialization. Mé&y seek additional capital throt
further public or private equity offerings, detmdincing, additional strategic alliance and licegainrangements, collaborative arrangemen
some combination of these financing alternativésvd are successful in raising additional fundsotigh the issuance of equity securi
investors will likely experience dilution, or theugty securities may have rights, preferences,rimilpges senior to those of the holders of
common stock. If we raise funds through the issaafalebt securities, those securities would haytgs, preferences, and privileges seni
those of our common stock. If we seek stratediarales, licenses, or other alternative arrangespesuich as arrangements with collabor:
partners or others, we may need to relinquish sighitcertain of our existing or future technologigsoduct candidates, or products we wi
otherwise seek to develop or commercialize on eum,@r to license the rights to our technologiesdpct candidates, or products on te
that are not favorable to us. The overall stafuthe economic climate could also result in thente of any equity offering, debt financing,
alliance, license, or other arrangement being eess favorable to us and our stockholders tharhéf dverall economic climate wx
stronger. We also will continue to look for gowerent sponsored research collaborations and grarislp offset future anticipated los
from operations and, to a lesser extent, interestme.

If adequate funds are not available through eitihercapital markets, strategic alliances, or coltators, we may be required to delay or, re
the scope of, or eliminate our research, developmamical programs, manufacturing, or commerciation efforts, or effect additior
changes to our facilities or personnel, or obtaimdf through other arrangements that may requite redinquish some of our assets or righ
certain of our existing or future technologies, ot candidates, or products on terms not favoriables.

Off-Balance Sheet Arrangements and Contractual Obgations

We have no off-balance sheet financing arrangenathes than in connection with our operating leasdsch are disclosed in the contractual
commitments table in our Form 10-K for the yearesh@®ecember 31, 2010.

ITEM 7A. QUANTITATIVE AND QUAL ITATIVE DISCLOSURES ABOUT MARKET RISK

Not Required
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements, supplementary data gmortref independent registered public accounting fare filed as part of this report on pe
F-2 through F-22 and incorporated herein by refegen

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.
ITEM 9A(T). CONTROLS AND PROCEDURES
(@) Disclosure Controls and Procedures

We have conducted an evaluation of the effectiveroghe design and operation of our disclosurdrotsrand procedures (as such ter
defined in Rules 13a-15(e) and 158¢e) under the Securities Exchange Act of 1934msnded (the Exchange Act)) under the superv
and with the participation, of our management,udioig our principal executive officer and princifimancial officer. Based on that evaluati
our principal executive officer and principal fir@al officer concluded that as of December 31, 2@ffich is the end of the period coverec
this Annual Report on Form 10-K, our disclosuretools and procedures are effective.

(b) Management’s Report on Internal Caoln@ver Financial Reporting

The Companys management is responsible for establishing andtanaing adequate internal control over finanaigborting as defined
Rules 13a-15(f) and 15d-15(f) under the SecurHrshange Act of 1934. The Compasynternal control over financial reporting is @@es
designed by, or under the supervision of, the Camizachief executive officer and chief financial offi¢ or persons performing simi
functions, and effected by the Companyoard of directors, management and other per§onprovide reasonable assurance regardin
reliability of financial reporting and the prepacet of financial statements for external purposesaccordance with accounting princig
generally accepted in the United States of Amef@@AAP). The Company internal control over financial reporting inclsdénose policie
and procedures that: (i) pertain to the maintenasfceecords that, in reasonable detail, accurately fairly reflect the transactions :
disposition of the assets of the Company; (ii) eweasonable assurance that transactions argleecas necessary to permit preparatic
financial statements in accordance with GAAP arat tieceipts and expenditures of the Company anegbeiade only in accordance w
authorization of management and directors of them@amy; and (iii) provide reasonable assurance dégguprevention or timely detection
unauthorized acquisition, use, or disposition ef @ompany’s assets that could have a materialteffethe financial statements.

Management assessed the effectiveness of the Cegispaternal control over financial reporting as oédember 31, 2010. In making 1
assessment, management used the criteria setbprthe Committee of Sponsoring Organizations of Theadway Commission in Interi
Control-Integrated Framework (the “COSO FramewqrkBased on its evaluation, management has corntlititet the Compang’ interna
control over financial reporting is effective.

This annual report on form 10-K does not include adtestation report of the Compasyindependent registered public accounting
regarding internal control over financial reportingcause managementeport was not subject to attestation pursuamutes of the SEC th
permit the Company to provide management’s repast. o

Because of its inherent limitations, internal cohwver financial reporting may not prevent or @eteisstatements. Also, projections of
evaluation of effectiveness to future periods angect to the risk that controls may become inadégbecause of changes in conditions ol
the degree of compliance with the policies or pdures may deteriorate. A control system, no mditev well designed and operated
provide only reasonable, but not absolute, assertdrat the control systesibbjectives will be met. The design of a consydtem must refle
the fact that there are resource constraints, lretdeénefits of controls must be considered relatvbere cost.

(c) Changes in Internal Control Over [ricial Reporting

There have been no changes in our internal coatret financial reporting in the fiscal quarter edd2ecember 31, 2010 that have mater
affected, or are reasonably likely to materiallfeaf, our internal control over financial reporting

ITEM 9B. OTHER INFORMATION

None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

Set forth below is certain information regarding tbompany's current directors and the Companysugixe officers.

NAME AGE  POSITION(S)

Max E. Link, Ph.D 70 Chairman, Directo

Michael H. Tardugnt 60 President, Chief Executive Officer and Direc
Gregory Weave 54 Director

Augustine Chow, Ph.C 58 Director

Robert W. Hoope 64 Director

Alberto R. Martinez, MC 61 Director

Jeffrey W. Churct 54  Vice President and Chief Financial Offic
Nicholas Borys 51 Vice President and Chief Medical Offic
Robert A. Reed, Ph.L 50 Vice President, CMC and Technological Operati
Timothy J. Tumminelic 53 Controller & Chief Accounting Office

Dr. Max E. Link.  Dr. Link has served as a director of the Comypsince 1997 and has been the Chairman of the Bafabdrectors sinc
October 2001. Dr. Link currently serves on the Hoafr directors of a number of pharmaceutical araddaihnology companies. From 199:
1994, Dr. Link served as Chief Executive Officer @brange, Ltd., a life science company that wassegbently acquired by Hoffman-
LaRoche. From 1971 to 1993, Dr. Link served in ntoue positions with Sandoz Pharma AG, culminatmgis appointment as Chairmar
their Board of Directors in 1992. From 2001 to 20D8. Link served as Chairman and Chief Executiécér of Centerpulse Ltd. Dr. Lir
currently serves on the Boards of Directors of AdlexPharmaceuticals, Inc., Discovery Laboratoriies, and Cytrx Corporation. Dr. Lil
holds a Ph.D. in Economics from the University ofGallen (Switzerland).

Mr. Gregory Weaver. Mr. Weaver has been a director of the Compamges2005. Mr. Weaver served as Poniard PharmazdsitChiel
Financial Officer and Senior Vice President fromgliat 2009 to August 2010. Prior to joining Ponjadublic oncology drug developm
company, Mr. Weaver served as Chief Financial @ffiaf Talyst, Inc., a privatelfteld pharmacy information product company, from 20t
2008. Prior to that, he served as Senior Vice Beesiand Chief Financial Officer of Sirna Therajesjta public RNAI therapeutics comp:i
until the sale of the company to Merck, Inc. in 08rom 2002 to 2005, Mr. Weaver was Chief FindnOificer and Corporate Secretary
Nastech Pharmaceuticals, a public drug deliverypaomg. From 1999 to 2002, Mr. Weaver was Chief ki Officer of llex Oncology Inc
a public cancer drug development company, and 1686 to 1998, he was Chief Financial Officer ofsRriTechnologies, a privatehelc
medical device manufacturer. In addition, Mr. Wexasheld increasingly senior positions with Fideli@apital in Boston and Arth
Andersen LLP. Mr. Weaver has also served as acfireand Chairman of the Audit Committee of SCOLRafnaceuticals, a public dr
delivery company from 2007 to 2009. Mr. Weaver icegtified public accountant and received his MBé&nf Boston College and his B.S
accounting from Trinity University.

Dr. Augustine Chow. Dr. Augustine Chow was appointed to the Boafdwectors in March 2007. Dr. Chow has served f&s €hie
Executive Officer of Harmony Asset Limited since989 a publicly listed investment company speciafizin China and Hong Kong. Fr
1990 to 1998, Dr. Chowvas the Chief Executive Officer of Allied Group 6bmpanies based in Hong Kong. Prior to this, Do helc
increasingly senior positions with Brunswick Coration and Outboard Marine Corporation. Dr. Chow lelsl numerous directorships of lis
and nonlisted companies, principally in Hong Kong, Chinadahe United Kingdom. He has also participated aranaged over fifty dire
investments in China. Dr. Chow holds a M.Sc. froandlon Business School, a Ph.D. in Transfer of Teldyy from the University of Sou
Australia, a DBA in Internet Research from South@ross University, and an Engineering DoctorateCmmmercialization of Radic
Innovation from the City University of Hong Kong.

Mr. Robert W. Hooper. Mr. Hooper has served as a director of the Compmange July 2010. He is currently President of Grddes
Ventures, Inc. a privately held company, and presi@dvisory and consulting services to the heakhoalustry. From 1997 to 2001, |
Hooper served as President North America for IM&lthe a publicly traded healthcare information amarket research company. From 1
to 1997, he served as President of Abbott Labdest@Canada. From 1989 to 1993, he served as Mam&giector, Australia/Asia for Abbc
Laboratories. Prior to that, he held increasirggpior positions at E.R. Squibb and Sterling Wimphkabs. Mr. Hooper holds a B.A degre
Biology from Wilkes University.
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Dr. Alberto R. Martinez. Dr. Martinez joined Celsios’ Board of Directors effective December 6, 201@ islcurrently a consultant to -
healthcare industry. From 2007 to 2008, Dr. Maiiserved as the President and Chief Operatingédftif Talecris Biotherapeutics, Inc
publicly traded life science company. Prior totfHar. Martinez served as TalecriBresident and Chief Executive Officer from Octob@f=
until June 2007. Prior to that, he held increasiragnior positions as Executive Vice President afrMivide Commercial Operations at Z
Behring (subsequently renamed CSL Behring). Poohis work with ZLB Behring, Dr. Martinez served various international positions
Sandoz Pharmaceutical (today Novartis) in Brazilit&rland, Spain and the U.S. for eighteen ydarsMartinez completed his undergradt
and graduate studies at the University of Sao Patbreceived his medical degree from the UniveitSao Paulo in 1973. After complet
his residency in Pediatrics in 1975, he studiedifiass and Marketing Administration at the Foundaf®etulio Vargaas of the University
Sao Paulo.

Executive Officers

Following are the biographical summaries for eatthe Company's executive officers. Each executifieer is elected by, and serves at
pleasure of the Board of Directors.

Mr. Michael H. Tardugno.  Mr. Tardugno was appointed President and (kxefcutive Officer of the Company on January 3, 280d@ wa
elected to the Board of Directors on January 2B72®rior to joining the Company and for the periaain February 2005 to December 2(
Mr. Tardugno served as Senior Vice President anget Manager of Mylan Technologies, Inc., a subsydof Mylan Laboratories. Befa
Mylan, from 1998 to 2005, Mr. Tardugno was ExeocaitiWice President of Songbird Hearing, Inc. Frond@% 1998, he was Senior V
President of Technical Operations for Briskders Squibb, and from 1977 to 1995, he held irgiredy senior executive positions w
Bausch & Lomb and Abbott Laboratories. Mr. Tardodmlds a B.S. degree in Biology from St. Bonavemtuniversity and completed 1
Harvard Business School, Program for ManagemeneDpment.

Dr. Nicholas Borys. Dr. Borys joined Celsion on October 1, 2007Vase President and Chief Medical Officer of the Gmany. In thi:
position, Dr. Borys manages the clinical developtmaogram for Celsion. Dr. Borys has accumulatettresive experience in all phase:
pharmaceutical development with a focus in oncalogymediately prior to joining Celsion, Dr. Borgerved as Chief Medical Officer
Molecular Insight Pharmaceuticals, Inc., a molecit@aging and nuclear oncology pharmaceutical gtarcompany, from 2004 until 20(
From 2002 until 2004 he served as the Vice Presided Chief Medical Officer of Taiho Pharma USAJapanese stadp oncolog
therapeuticscompany. Prior to that he held increasingly semiositions at Cytogen Corporation, Anthra Pharmacalst, Inc., Amersha
Healthcare, Inc. and Hoffmann [Reche Inc. Dr. Borys attended Rutgers Universitg bolds an M.D. Degree from American Universit
the Caribbean.

Mr. Jeffrey W. Church.  Mr. Church joined Celsion in July 2011 as Vice Rtest, Chief Financial Officer and Corporate Seangt In thi
position Mr. Church manages the financial, accagntand administrative operations for Celsion. Khurch has extensive experienci
financial and accounting operations in both privete public life science and medical device comg@mnimmediately prior to joining Celsit
Mr. Church served as Chief Financial Officer andpgooate Secretary of Alba Therapeutics Corporatioprivately held life science comps
from 2007 until 2010. From 2006 until 2007, heveeras Vice President, CFO and Corporate SecrétafMovavax, Inc., a publicly trad
vaccine development company. From 1998 until 20@6served as Vice President, CFO and Corporateetdeg for GenVec, Inc., a public
traded life science and biotechnology company.rRaahat, he held senior financial positions at®iherics Corporation and Meridian Med
Technologies, both publicly traded companies. Hetatl his career in the Baltimore office of Pricatéfhouse from 1979 until 1986. |
Church holds a B.S. degree in accounting from thvéfsity of Maryland and is a certified public acaotant.

Robert A. Reed, Ph.D. Dr. Reed joined Celsion on May 11, 2009 as Exeeudirector, CMC and Technological Operationsthis positiot
Dr. Reed oversees the CMC, QA and Technologicalr&@joas functions for Celsion. On February 25, 2006 Reed was appointed as \
President, CMC and Technological Operations. Rdqgoining Celsion, Dr. Reed was Vice Presidemaaceutical Operations at XenoF
Inc., has 20+ years of experience & responsibiéityoss XenoPort, Inc, 2006 to 2009, Merck & Compdng., 1993 to 2005, and T
Liposome Company, Inc., 1990 to 1993, with extemsivientific and regulatory experience in the desigd development of pharmaceul
products. He holds a Ph.D. in Analytical Chemidtom The University of North Carolina at ChapellHihd was the recipient of a 3 year I
Postdoctoral Individual Award at Princeton Universi

Mr. Timothy J. Tumminello. ~ Mr. Tumminello joined Celsion as Assistant Cotiar in April, 2009 and was appointed as the Conyx
Controller and Interim Chief Accounting Officer danuary 6, 2010. At the time of Mr. Churstd@ppointment as Chief Financial Officer in .
2010, Mr. Tumminello was named the Chief Accounti@fficer. Prior to Celsion, Mr. Tumminello was ermapéd by IC Isaacs
Company, Inc., a publicly traded company, from 19872009 and held various positions during his tenthat included serving as V
President, Controller and Principal Financial GéficMr. Tumminello was employed in the Baltimordiag# of Deloitte & Touche LLP froi
1991 until 1997.
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AUDIT COMMITTEE

The Board of Directors has an Audit Committee cstitsj of Gregory Weaver, chairman, and Dr. Max Land Dr. Augustine Chow. T
Audit Committee operates under a written chartesraended and restated effective May 4, 2007. A afghie charter is available on our v
site, located alittp://www.celsion.comAdditional copies of the charter are availablempvritten request to the Company. All membershe
Audit Committee meet the independence standardbledied by the SEC and NASDAQ.

The Audit Committee assists the Board in fulfilliitg responsibility to oversee management's impteaton of the Company's financ
reporting process. In discharging its oversighe rohe Audit Committee reviewed and discussed thited financial statements containe:
the Company's 2010 Annual Report on FornKl@vith the Company's management and the Compamyglspendent registered pul
accounting firm. Management is responsible forfthencial statements and the reporting proces#udirg the system of internal controls.
Company's independent registered public accourfimmg is responsible for expressing an opinion oe ttonformity of those financi
statements with accounting principles generallyepted in the United States.

The Board of Directors has determined that Mr. @rggNeaver is qualified to serve as the "audit cottaa financial expert” as defined
Item 407(d)(5) of Regulation S-K and that Drs. Lerkd Chow meet the financial literacy requirememiser applicable NASDAQ rules.

STOCKHOLDER RECOMMENDATION PROCESS
The Nominating and Governance Committee will coasidirector candidates recommended by stockholgeoyvided that the stockholc
making the recommendation follows the procedurefegh below. Stockholder recommendations shouldsblemitted to the Company
writing, as follows:

Corporate Secretary

Celsion Corporation

10220-L Old Columbia Road

Columbia, Maryland 21046

Suggestions received by the Corporate Secretapré&fecember 3, 2010 will be considered by the Mamtig and Governance Committee
nomination and election at the 2011 annual meetfrgjockholders.

A stockholder's notice to the Corporater8eacy must set forth:

a) as to each stockholc-proposed nominet
i) the name, age, business address and residencesadtitke nomine¢
i) the principal occupation or employment of the nosmi)

iii) an undertaking to provide a completed directort @fficer's questionnaire in the form required bg Company within two wee
of the submissior

iv) a statement as to the nominee's citizenship;

v) any other information relating to the nominee tisatequired to be disclosed in solicitations fooxpes for election of directc
pursuant to Section 14 of the Exchange Act andules and regulations promulgated thereunder;

b) as to the stockholder giving the noti
i) the name and record address of the stockholdel
ii) the number of shares of Common Stock that the btadkr beneficially owns
The Company or the Nominating and Governance Cotaenitnay require a stockholder who proposes a namiaefurnish such oth
information as may reasonably be required by then@my to determine the eligibility or suitabilityf the proposed nominee to serve

director of the Company. Finally, among candidathke meet the foregoing criteria, the Nominating &overnance Committee also consi
the Company's current and anticipated needs, imduekpertise, diversity and balance of insidesmg and independent directors.
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REVISIONS TO PROCESS

The Nominating and Governance Committee and stddkheecommendation processes have been developadvide a flexible framewo
to permit the director nomination process to mowevard effectively. The Nominating and Governanaartittee intends to review the
processes from time to time in light of the Compamyolving needs and changing circumstances, dagehanges in legal requirements
stock exchange listing standards. The Nominatind @overnance Committee may revise these processadopt new ones based on ¢
periodic reviews.

STOCKHOLDER COMMUNICATIONS

The Board of Directors has adopted a process througich interested stockholders may communicateh lite Board of Director
Stockholders who wish to send communications tdBtb&rd of Directors, or any particular directorpglld address such communications tc
Corporate Secretary, at the Company's headquérne@lumbia, Maryland. The envelope containing augh communication should
prominently marked "To the Attention of the Boafddirectors" or to a particular committee or diregtand the communication should incl
a representation from the stockholder indicating #tockholder's address and the number of shargeeofCompany's Common St
beneficially owned by the stockholder. Our Corper&ecretary is primarily responsible for monitoricgmmunications from stockholde
Depending upon the content of a particular commatito, as he deems appropriate, our Corporate taegrevill: (i) forward the
communication to the director, directors or comestto whom it is addressed; (ii) attempt to hamladeinquiry directly, for example where i
a request for information about the Company os & istockelated matter; or (iii) not forward communicatiogisch as solicitations, junk m
and obviously frivolous or inappropriate communicas. At each meeting of the Board of Directorg @orporate Secretary will presel
summary of all communications, whether or not faeal, received since the last meeting and will nthkse communications available to
directors on request.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act 04123 amended (the "Exchange Act"), requires thaf2my's executive officers and direc
and persons who own more than 10% of a registdesd of our equity securities to file reports relijgg ownership and changes in owner
of such equity securities with the SEC. Executifiéicers, directors and greater than 10% stockhgldee required by SEC regulation:
furnish to us copies of all reports that they filersuant to Section 16(a). Subject to the followsegtence, based solely on our review o
copies of such forms furnished between Januar$10 2nd December 31, 2010, or with respect to isoaf year ended December 31, 2!
and on our discussions with directors and execuiffieers, we believe that, during the fiscal yesmded December 31, 2010, all applic
Section 16(a) filing requirements were met.

CODE OF ETHICS

The Company has adopted a Code of Ethics and Bessi@enduct applicable to its directors, officerglfiding its Chief Executive Office
Chief Financial Officer, Chief Accounting Officemd other officers performing similar functions) aedployees. This Code of Eth
constitutes a code of ethics applicable to seni@nicial officers within the meaning of the Sarta@ley Act of 2002 and SEC rules. A cc
of the Code of Ethics and Business Conduct is abkdlon the Company's websiteh#tp://www.celsion.comand any stockholder may obtai
copy by making a written request to the Companygm@rate Secretary, 102200Id Columbia Road, Columbia, MD 21046. In the =vel
any amendments to or waivers of the terms of théeQd Ethics, such matters will be posted promfatithe Company's website.
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ITEM 11. EXECUTIVE COMPENSATION
2010 SUMMARY COMPENSATION TABLE
The following table sets forth the aggregate cash @her compensation paid, for the year ended ibee31, 2010, to the Company's C

Executive Officer and each of its other executiffecers whose annual salary and nequity incentive compensation for the fiscal yeedex
December 31, 2010 exceeded $100,000 (the "NameclLiExe Officers").

Option 401(k)
Stock Awards ($) Bonus ($) Stock Match All Other

Name and Principal Position Year Salary ($) Awards ($) (1) (1) (2) (3) Compensation Total ($)
Michael H. Tardugno (4) 2010 $ 360,50( $51,191 $ 265,43¢  $121,40' $ 9,77% $45,00C  $853,30°

President and Chie

Executive Officel 2009 359,69t 72,00C 131,84( 51,191 11,281 - 626,00¢
Nicholas Borys(5) 2010 295,05( 22,15¢ 79,481 57,24(C 7,61F 23,831 485,38:
Vice President and Chief

Medical Officer 2009 293,97t 14,40(C 61,52 22,15¢ 8,567 2473¢ 425,36:
Jeffrey W. Church(6) 2010 119,231 84,75( 248,617 30,50(¢ - - 483,09¢
Vice President and Chi

Financial Officer
Robert A. Reed (7) 2010 198,00( 10,00z 19,36¢ 38,31« 6,24C 3,75C 265,67¢
Vice President, CMC and

Technological Operatior 2009 125,65« 30,37: 53,634 10,00 860 2,702 223,22¢
@ The value reported for Stock and Option Awardshes aggregate grant date fair value of restrictedksawards granted to the nar

executive officers in the years shown, determimeddcordance with FASB ASC Topic 718, disregardidgustments for forfeitu
assumptions. The assumptions for making the valnateterminations are set forth in the Note 1hefinancial statement

(2) Bonuses for 2010 were paid during the first quaofe011, in respect of 2010 performance and-equity incentive compensati
plan awards for 2009 were paid during the firstrtpreof 2010, in respect of 2009 performar

3) The Company has a 401(k) plan whereby it matché$ &0 to 6% an employee contributes from their galafhe Compar’s
matching contribution is made in Celsion commoreist

4) Mr. Tardugno's other compensation for 2010 consiEgs$45,000 temporary living allowanc
(5) Dr. Borys' other compensation for 2010 and 200%ists of a temporary living allowance of $23,831&2d,738, respectfully

(6) Mr. Church joined Celsion in July 2010 as VReesident, Chief Financial Officer and Corporager8tary. Mr. Churcls' base sala
is $250,000 per yea

@) Dr. Reed joined Celsion in May 2010 as ExecutiveeBtor, CMC and Technological Operations. In Fabyi2011, Dr. Reed w
made Vice President, CMC and Technological Opematidr. Reed’s base salary is $198,000 per yaaR€eds other compensati
for 2010 and 2009 consists of a temporary livingwednce of $3,750 and $2,702, respectft

NARRATIVE DISCLOSURE TO SUMMARY COMPENSATION TABLE
Employment Agreements

The Company and Mr. Tardugno entered into an ennpdoy agreement, effective March 1, 2009, which mqued the previous employm
agreement with Mr. Tardugno and pursuant to whichTrdugno continues to serve as our PresidentCénef Executive Officer. Subject
earlier termination pursuant to the terms of theeament, the initial term of the agreement shatl en January 1, 2013, with automatic
(1) year renewals thereafter, unless either patyiges a notice of norenewal. Mr. Tardugno's employment agreement pes/fdr an initie
annual base salary of $360,500, subject to anrdjabnent by the Board of Directors of the Companyhe Compensation Committee |
"Base Salary").
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Mr. Tardugno is also eligible for an annual perfarmoe bonus from the Company, pursuant to the Coygppamanagement incentive bo
program, or policy or practice of the Board or @empensation Committee, in effect from time to tifide amount of such bonus will
determined by the Board or its Compensation Coremiih its sole and absolute discretion and will exateed 70% of the themwrent Bas
Salary except pursuant to a specific finding by Buard or its Compensation Committee that a higlecentage is appropriate. Under
Agreement, the Company agreed to grant to Mr. Tgmwduat the time of its usual annual grant to eyg#s, annual stock options to purct
shares of the Company's common stock as the Boarsl @ompensation Committee shall determine.

In the event, (A) that the Company terminates tre@ment other than for "cause" (as defined iratfreement) or (B) Mr. Tardugno termin:
the agreement upon the occurrence of: (i) a natadverse change in his duties or authority;aigituation in which he is no longer at I¢
one of the President or the Chief Executive OfficEthe Company; (iii) a bankruptcy filing or sirail action by or against the Company
(iv) another material breach of the Agreement by @ompany (each, a "Triggering Event"), Mr. Tardugnill be entitled to receive
severance payment equal to his base annual sdahedime of termination (the "Reference Amounggyable in accordance with
Company's normal payroll practices and may exeraise vested options within one (1) year of his feation date, after which time a
unexercised options shall be forfeited.

In the event of termination of his employment upoiiriggering Event within two years following a ‘afge in control" (as described belc
or, if within such twoyear period (i) there is a material adverse chandés compensation or benefits, or (ii) any susoedo the Compai
does not assume the Company's obligation undeagheement, and he terminates his employment, Mdubmo is entitled to a lump si
severance payment equal to the Reference Amountaagdpreviously unvested options granted to Mrdligno and covered by f
employment agreement shall immediately vest andrbecand remain fully exercisable through their ioa§ terms and otherwise
accordance with their respective original termse Hgreement also provides that such severancey#&blgafollowing a change in control
Mr. Tardugno elects to terminate his employmentdoy reason or no reason commencing with the sirthending with the twelfth mor
following the change in control. Under the agreetman'change in control" is deemed to occur: (&rfy person becomes the direct or ind
beneficial owner of more than 50% of the combineting power of the Company's thentstanding securities; (ii) there is a change
majority of the directors in office during any twesfour (24) month period; (iii) the Company engagesirecapitalization, reorganizati
merger, consolidation or similar transaction aftich the holders of the Company's voting secuitiefore the transaction do not contint
hold at least 50% of the voting securities of themPany or its successor after the transaction;irupon the complete liquidation
dissolution of the Company or the sale or othepakgtion of substantially all of its assets aftemietr the holders of the Company's vo
securities before such sale or disposition do patioue to hold at least 50% of the voting secesitbf the Company or its successor after
sale or disposition.

In the event that Mr. Tardugno is terminated foussor is receiving severance payments contemplatddr the employment agreem
Mr. Tardugno shall, among other things, not provédy services, directly or indirectly, to any othmrsiness or commercial entity in
Company's "Field of Interest” (as such term is rdi in his employment agreement), solicit any austs or suppliers of the Compa
directly or indirectly, or employ or seek to emplay employee of the Company for a period of twargéallowing the date of termination.
addition, at no time during the term of the empleytagreement or thereafter will Mr. Tardugno knuyly make any written or oral untt
statement that disparages the Company in commionsatwith any customer, client or the public. Mardiugno is also subject
confidentiality provisions in his employment agresm

The Company and Dr. Borys entered into an employro#far letter on August 23, 2007, pursuant to vahigr. Borys agreed to serve as
Vice President and Chief Medical Officer of the Gmany. Under the terms of the offer letter, the Camypagreed to pay Dr. Borys an ani
starting salary of $270,000, subject to annualewviDr. Borys is also eligible for an annual bonwith a target of 35% of his annual b
salary, conditioned on his and the Company's pexdioce against key performance objectives, and anlisaetionary stock option awar
The Company also agreed to provide Dr. Borys wittn@nthly housing allowance of $2,000 (subject ttuakchousing costs) for thirst
18 months of employment or a relocation allowairfc®r. Borys chose to relocate to the Columbia, Wand area. Dr. Borys' employment w
the Company is "at-will".

In connection with Mr. Churcl’appointment as Vice President and CFO, the Coyn@ad Mr. Church entered into an employment ofé¢tel
signed by Mr. Church on June 15, 2010 (the “Offettér”). Pursuant to the Offer Letter, Mr. Church will reeeia starting base salary
$250,000 and will be eligible for an annual bonwith a target of 35% of his annual base salarydit@med on his and the Company’
performance against key business objectives.
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Mr. Church received a grant of options to purchE3@ 000 shares of the Company’s Common Stock @mitn Grant”)at a price equal to t
closing price on NASDAQ on the day the Board apprbthe Option Grant, which will vest in quartereofour years on January 1, 2011
annually thereafter. Mr. Church will also be calesed for a discretionary stock option award in2@thd annually thereafter. Mr. Church i
received a grant of 25,000 shares of the Compa@gmmon Stock, which will vest in thirds over Jaygwith the first vesting date on Jul
2010 and annually thereafter. Mr. Church’s emplegtrwill be “at-will”; however, if the Company terminates Mr. Church fay eeason oth
than just cause, the Company will pay Mr. Churctakary continuation and COBRA payment benefit forta three months. The salary .
benefit payments will cease at the end of the thmeath period or if he finds new employment prioithhe three month period, the benefit
be reduced by the amount of compensation whichiheageive from the new employer.

The Company and Dr. Reed entered into an employm#et letter on April 30, 2009, pursuant to whibh. Reed agreed to serve as
Executive Director, CMC and Technological Operatiaf the Company. Under the terms of the offeretetthe Company agreed to |
Dr. Reed an annual starting salary of $198,000jestifto annual review. Dr. Reed is also eligibledo annual bonus, with a target of 259
his annual base salary, conditioned on his andCttrapany's performance against key performance tgsc and annual discretionary st
option awards. Dr. Reed’s employment with the Canypis "atwill". In February 2011, Dr Reed was appointed/as President, CMC al
Technological Operations of the Company.

Material Terms of Option Grants and Grants of Restiicted Stock

Mr. Tardugno was issued an option to purchase Dssb@res of Common Stock on February 19, 2010 aiarcise price of $2.94 per shi
This option vests over three years. Dr. Borys vgasied an option to purchase 40,000 shares of ConStamk on February 19, 2010 at
exercise price of $2.94 per share. This optionsveser three years. Mr. Church was issued an mptigourchase 100,000 shares of Com
Stock on July 6, 2010 at an exercise price of $@&9share. This option vests in quarters stadenguary 1, 2011 and three years ann
thereafter. Dr. Reed was issued an option to @sel25,000 shares of Common Stock on FebruaryQi® &t an exercise price of $2.94
share. This option vests over three years.

Mr. Tardugno was issued a stock grant for 17,4Heshon February 19, 2010. Dr. Borys was issugtdek grant for 7,537 shares on Febr
19, 2010. Dr. Reed was issued a stock grant fd023,shares on February 19, 2010. Mr. Tadugno’s BndBorys’ grants veste
immediately. Mr. Church was issued a stock gfan25,000 shares on July 6, 2010. Mr. Chusajrants vested in thirds starting on the ¢
date and annually thereafter.

Material Terms of Non-Equity Incentive Awards

The Company has an incentive compensation planhichwall members of senior management participate plan is performance driv
based on objectives that are established annuglinltual agreement of management and the Compensattmmittee. The objectives

operational in nature and include completion ofedepment projects, fund raising, cost controls,itess development and profit and

goals. They may from time to time include shareebjectives, however, as all of the operatingdjes are ultimately directed at crea
shareholder value. The objectives are designedtimee timely and efficient product developmentuding completion of clinical studies &
regulatory approvals. Executives are individuaNgleated for their contribution to the Company'fiagement of these objectives. Pay:
under this plan, which can be as high as 70% ofbiee salary for the C.E.O., can be in cash aretjoity awards with various vesti
provisions. This component of compensation is mledj among other reasons, to create incentivesxecutives to meet short and med
term performance goals of the Company, withoutmé¢@the stock price. Objectives are weighteceimis of overall importance to meeting
Company's operating plan and the amount of the netvgadetermined on a sliding scale dependent eratihievement of objectives and
relative importance of the objectives achieved.

Pursuant to his employment agreement, Mr. Tardugnaligible for annual norequity incentive compensation targeted at 70% efldas
salary amount. On March 4, 2011, Mr. Tardugno rebian annual bonus payment $103,000 represerit§a@of his base salary, which \
based on his and the Company's performance in 26602010, Mr. Tardugno's incentive compensati@as Wwased upon four major comp
objectives that were as follows: progress in patémollment for the primary liver clinical triatommencement of a recurrent chest wall b
cancer clinical trial, ensure reliability and sdaldy of Thermodox manufacturing process, and easi financial and managem
initiatives. Mr. Tardugno received $18,405 undena time incentive to broaden the Phase |l Héady5into certain target countries.

Dr. Borys is eligible for a noequity incentive compensation targeted at 35% eftfd@se salary. On March 4, 2011, Dr. Borys receas
annual bonus of $57,240, representing 19.4% obase salary amount, which was based on his an@dhgany's performance for 2010.
2010, Dr. Borys' incentive compensation was bagexh dour major company objectives that were a®¥adl: progress in patient enrollment
the primary liver clinical trial, commencement dfetrecurrent chest wall breast cancer clinical,tdavelopment of product pipeline, ¢
various financial and management initiatives.
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Mr. Church is eligible for a noequity incentive compensation targeted at 35% sfblaise salary. On March 4, 2011, Mr. Church recear
annual bonus of $30,500, representing 12.2% obase salary amount, which was based on his an@dh®any's performance for 2010.
February 25, Mr. Church was also issued a stocktdos 10,000 shares which vested immediately.

Dr. Reed is eligible for a noegquity incentive compensation targeted at 25% stlaise salary. On March 4, 2011, Dr. Reed receneghnus
bonus of $28,314, representing 14.3% of his baseysamount, which was based on his and the Compaeyformance for 2010.

All Other Compensation

Mr. Tardugno was paid other compensation durind28f1$45,000 which represents a temporary liviigveance. Mr. Tardugno also recei
a $9,775 401(k) matching Celsion common stock dautiion. Dr. Borys was paid $23,831 of other comgagion during 2010, which represe
a temporary living allowance. Dr. Borys also reeei a $7,615 401(k) matching Celsion common stamktrdbution. Dr. Reed was pa
$3,750 of other compensation during 2010, whichiesgnts a temporary living allowance. Dr. Reeo atzeived a $6,240 401(k) matct
Celsion common stock contribution.

ADDITIONAL COMPENSATION DISCLOSURE NARRATIVE

Retirement Benefits

Celsion maintains a definezbntribution plan under Section 401(k) of the Inm@rRevenue Code. The plan covers substantiallgraployee
over the age of 21. Participating employees magrdefportion of their pretax earnings, up to thterdmal Revenue Service annual contribt
limit. Commencing in the fourth quarter for 2008etCompany began making a matching contributiontaug maximum of 3% of ¢
employee's annual salary. The match is paid f@dmmon Stock, which vests over a period of thregge

Executive Perquisites

The Company may provide perquisites to its exeeutifficers other than those that may be calledrfcegmployment contracts. For the y
ended December 31, 2010, the Company did not papearmuisites.

Post-Employment Compensation

Mr. Tardugno's employment agreement provides fatpmployment benefits. Please refer to the descripgfoMr. Tardugno's employme
agreement, which contains a description of suclefitsnunder the heading "Employment Agreementsivab
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2010 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END T ABLE

The following table summarizes the unexercisedomti non-vested stock and equity incentive plarrdsvautstanding and held by each of the
Named Executive Officers as of December 31, 2

Option Awards Stock Awards
No. of Securities No. of Securities No. of Shares Market Value
Underlying Underlying or Units of Shares or
Unexercised Unexercised Option of Stock Units of Stock
Options Options Exercise Option That Have That Have Not
#) #) Price Expiration Not Vested Vested
Name Grant Date Exercisable Unexercisable ($) Date (#) ($)
Michael H. Tardugno(1 1/3/2007 322,50( 215,00C $ 242 1/3/2017
2/19/2008 37,500 56,25 $ 5.5C 2/19/201¢
1/19/200¢ 25,00( 50,00C $ 2.72 2/19/201¢
2/19/201C — 85,00C $ 2.94 2/19/201(
Nicholas Borys(2 9/24/2007 75,00( — $ 6.1C 9/24/201°
2/19/2008 17,50( 17,50C $ 5.5C 2/19/201¢
1/19/200¢ 11,667 23,33 $ 2.72 2/19/201¢
2/19/201C — 40,00C $ 2.94 2/19/202(
Jeffrey W. Church (3 7/6/2010 — 100,00C $ 3.38 7/1/202( 16,667 $ 34,167
Robert A.
Reed (4 5/15/200¢ 5,00C 15,00C $ 4.05 5/15/201¢
2/19/201C — 25,00C $ 2.94 2/19/202( 5,00C $10,25(
Notes:

(1) Mr. Tardugno's stock options granted on Januai308y and February 19, 2008 vest in four equal linsé@ts commencir
on the first anniversary from the date of grante Btock options granted on January 19, 2009 antu&gb19, 2010 vest
three equal installments commencing on the firsivarsary from the date of grai

(2) Dr. Borys'stock options granted on September 24, 2007 andi&gb19, 2008 vest in four equal installments camnaing ol
the first anniversary from the date of grant. Theck options granted on February 19, 2009 and Feprii9, 2010 vest
three equal installments commencing on the firsivarsary from the date of grai

(3) Mr. Churcl’'s stock options granted on July 6, 2010 vest inrtgus starting January 1, 2011 and three years &y
thereafter. The stock grant for 25,000 shares §n6JlR010 vested in thirds starting on the graatecand annually thereaft

(4) Dr. Reer's stock options granted on May 15, 2009 vest im &mual installments commencing on the first anrsiagy fron

the date of grant. The stock options granted dordzey 19, 2010 vest in three equal installmentsroencing on the fir
anniversary from the date of gra
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DIRECTOR COMPENSATION
2010 DIRECTOR COMPENSATION TABLE

The following table sets forth the cash and noncashpensation paid to the Company's directorsifeyear ended December 31, 2010:

Fees Earned o1

Paid in Cash Stock Awards Option Awards

Name ($) $ ($) (1) Total ($)

Max E. Link 53,60( — 67,79 121,39¢
Augustine Chow 36,60( — 48,42¢ 85,02¢
Gregory Weave 51,80( — 48,42~ 100,22¢
Robert W. Hoope 13,517 (5) — 65,34¢ 78,86~
Alberto Martinez — (6) — 54,43¢ 54,43¢
Gary W. Pact 20,38 (5) — 48,42¢ 68,80¢

(1) The value reported for Stock and Option Awardshis &ggregate grant date fair value of restrictedksawards granted to the nar
executive officers in the years shown, determineda¢cordance with FASB ASC Topic 718, disregardadjustments for forfeitu
assumptions. The assumptions for making the valnateterminations are set forth in the Note 1h#ofinancial statements included in
Annual Report on Form 1K: The grant date fair value of stock option aveat@ directors during the year ended December @10 2vere ¢
follows:

Number of

Options Exercise Grant Date
Name Granted Price Expires Fair Value
Max E. Link 35,00C (2) $ 2.94 2/19/202( 67,791
Augustine Chow 25,00C (2) $ 2.94 2/19/202( 48,42:
Gregory Weave 25,00C (2) $ 29 2/19/202( 48,42:
Robert W. Hoope 30,00C (3) $ 3.36 7/29/202( 65,34¢
Alberto Martinez 30,00C (4) $ 2.81 12/3/202( 54,43¢
Gary W. Pac 25,000 (2) $ 294 2/19/202( 48,427

(2)These stock options were granted on February 180 20d vest in three equal installments commenamghe first anniversary from t
date of grant

(3)These stock options were granted on July 29, 2@0vast in three equal installments commencingherfitst anniversary from the date
grant.

(4)These stock options were granted on December 3) a8d vest in three equal installments commencimghe first anniversary from t
date of grant

(5)0n July 29, 2010, Gary Pace tendered his resigndtmm the Board of Directors. Robert W. Hooperswappointed by the Board
Directors to take his plac

(6)Dr Alberto Martinez was appointed to the Board @felbtors on December 3, 201

During the year ended December 31, 2010, eachenmpleyee of the Company received annual cash casagien in the amount of $25,C
payable quarterly, and an additional $1,000 faratnce at special meetings of the Board of Dire@ad each meeting of a committee o
Board of Directors that was not held in conjunctwith a meeting of the Board of Directors. Eacheothonemployee director is reimburs
for his out-ofpocket costs of attending meetings of the Boardioéctors and of committees of the Board of DirestoAdditionally, th
Chairman of the Audit Committee received an addaleannual cash fee of $8,000 and the ChairmaheoCompensation Committee recei
an additional annual cash fee of $5,000.
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SECTION 162(M)

Section 162(m) of the Internal Revenue Code pewifbr nondeductibility, in certain cases, of compensatioid a certain executives
excess of $1 million per year. The Company doeshawe a policy limiting compensation to amountsui¢ithle under Section 162(m). 1
Company's compensation plans are designed so tlaified performancdased awards issued under the plans would not bjecsutc
Section 162(m) limits. Section 162(m) limits woudghply to salary, nomperformance based bonuses, restricted stock awheadsare nc
performance based and certain amounts included UAdeOther Compensation” in the Summary Compeiaselable.

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

The following table sets forth certain informatiknown to the Company regarding the beneficial owhigr of the Company's Common St
as of March 24, 2011 by:

e each person or group known by us to own beneficralbre than 5% of the outstanding Common St

each of our directors and the director nomineeswels as each executive officer named in the Surgn@ompensation Tak
appearing under the heading "Executive Compensataal

e our directors and executive officers as a grt

We determine beneficial ownership in accordancé thie rules of the SEC. Unless otherwise indicateslpersons included in the table have
sole voting and investment power with respect kslares beneficially owned thereby. Shares of ComBtock subject to options that are
currently exercisable or that become exercisableiwb0 days of March 24, 2011 are treated as aodétg and beneficially owned by the
holder of such options. However, these shares@rerented as outstanding for purposes of computiagpercentage ownership of any other
person.

NUMBER OF SHARES OF COMMON STOCK BENEFICIALLY OWNED

NUMBER OF SHARES

OF COMMON STOCK PERCENT OF SHARES
BENEFICIALLY OF COMMON STOCK
NAME OF BENEFICIAL OWNER* OWNED(1) OUTSTANDING(2)
Max E. Link(3) 331,63¢ 2.41%
Augustine Chow(4 80,00( *x
Gregory Weaver(5 65,00( *x
Robert W. Hooper (€ 13,00 **
Alberto Martinez(7. 69,16¢ *x
Michael H. Tardugno(8 717,49¢ 5.2(%
Nicholas Borys(9 171,104 1.28%
Jeffrey Church(10 49,99¢ *x
Robert A. Reed (11 26,73¢ *x
Directors and Executive Officers as a group (9 ges¥(12) 1,524,13 11.05%
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*

*%

1)

(2)
3)

(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11

(12)

The address of each of the persons named is céio@elorporation, 102:-L Old Columbia Road, Columbia, MD 2104

Less than 1%

Beneficial Ownership is determined in accordandé e rules of the SEC and generally includesngptir investment power wit
respect to securities. Except as indicated by ftetrand subject to community property laws whem@ieable, the persons named in
the table above have sole voting and investmenepaith respect to all shares of Common Stock shasvheneficially owned by
them.

Based on 13,787,804 shares of Common Stock outetaad of March 24, 201

Includes 169,077 shares of Common Stock underlgptions, warrants and convertible preferred stackently exercisable or
exercisable within 60 days of March 24, 20

Includes 80,000 shares of Common Stock underlgpigpns, warrants and convertible preferred stnakently exercisable or
exercisable within 60 days of March 24, 20

Includes 50,000 shares of Common Stock underlypigpos, warrants and convertible preferred stockenily exercisable c
exercisable within 60 days of March 24, 20

Includes 10,000 shares of Common Stock underlypigpos, warrants and convertible preferred stoakenily exercisable ¢
exercisable within 60 days of March 24, 20

Includes 69,166 shares of Common Stock underlgpigpns, warrants and convertible preferred stnakently exercisable or
exercisable within 60 days of March 24, 20

Includes 590,832 shares of Common Stock underlgptgpns, warrants and convertible preferred stagkently exercisable ¢
exercisable within 60 days of March 24, 20

Includes 142,917 shares of Common Stock underlgiptions, warrants and convertible preferred stoakemtly exercisable
exercisable within 60 days of March 24, 20

Includes 39,999 shares of Common Stock underlyiptions, warrants and convertible preferred stockrenily exercisable
exercisable within 60 days of March 24, 20

Includes 20,833 shares of Common Stock underlyiptions, warrants and convertible preferred stockrenuly exercisable
exercisable within 60 days of March 24, 20

Includes 1,172,824 shares of Common Stock underlgiptions, warrants and convertible preferred stogkently exercisable
exercisable within 60 days of March 24, 20
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Equity Compensation Plan Information as of DecembeB1, 2010

The following table discloses information about tmions issued and available for issuance undeugstanding Company option plans a
December 31, 2010.

Number of Number of securities
securities to remaining available for
be issued upon Weighted-average future issuance under
exercise of exercise price of equity compensation
outstanding outstanding plans (excluding
options, warrants options, warrants anc securities reflected in
Plan category and rights (a) rights (b) column (a)) (c)
Equity compensation plans approved by securit
holders 2,245,041 $ 3.7 1,265,54.
Equity compensation plans not approved by
security holders — @ — —@
Total 2,245,04 $ 3.73 1,265,54.
@ Includes both vested and unvested options to paecB@mmon Stock issued to employees, officersdaedtors and outside consulte

under the Company’s 2001 Stock Option Plan, thelZB@ck Incentive Plan, and the 2007 Stock Incerfilan, (the “Plans”Certain o
these options to purchase Common Stock were iasuger the Plan in connection with employment agergm

©) As discussed further in Notes 10 and 11 to the @oy's financial statements, the Company has warrariganding at December .
2010 enabling the holders thereof to purchase 100@%hares of the Company’s Common Stock at ahtesigaverage exercise price
$5.24. Certain of the warrants have price protectio antidilution rights that entitle the holders to redube exercise price of su
securities if the Company issues additional stogkions, warrants or other convertible securitielW the exercise price of the sub
securities

Please also refer to Note 12 of the Compariyiancial statements for descriptions of the plander which equity securities of the Comg
are authorized for issuance.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
DIRECTOR INDEPENDENCE

In accordance with NASDAQ rules, the Company rezpithat at least a majority of the directors sgnahany time on the Board of Direct
be independent, that all the members of the Audin@ittee satisfy the NASDAQ financial literacy réeuments and that at least one mer
of the Audit Committee qualify as an "audit comedtfinancial expert” under the NASDAQ rules. TtaaRl of Directors has determined -
of the six currently serving directors, Dr. Max lEnk, Dr. Augustine Chow, Mr. Gregory Weaver, Mrolkert W. Hooper and Dr. Albel
Martinez are independent under the NASDAQ rulesaddition, the Board of Directors has made thenaéftive determination that none of
independent directors has a material relationstitip the Company other than his service as a directo

RELATED PERSON TRANSACTIONS

On January 12, 2011, the Company entered into arfies Purchase Agreement (the “Purchase Agreéijneith a select group of institutior
investors, including certain officers and directofgshe Company, to sell up to 5,000 shares of 8éfeemable convertible preferred stock
“Preferred Stock”) with a stated value of $1,00@ avarrants (the “Included Warrantd9 purchase up to 2,083,333 shares of common &t
a registered direct offering. The Preferred Stac#l Included Warrants were sold in units (the “Bifjtwith each Unit consisting of one sh
of Preferred Stock and an Included Warrant to pasehup to 416.6666 shares of common stock at acisgerice of $3.25 per whole shar
common stock. The Units were sold to unaffiliatbold party investors at a negotiated purchaseepoic$1,000 per Unit and to officers
directors at an at-therarket price of $1,197.92 per Unit in accordancinwie NASDAQ Stock Market Rules. Each share ofdfred Stock i
convertible into shares of common stock at anahitonversion price of $2.40 per share, subjeddmistment in the event of stock sp
recapitalizations or reorganizations that affethalders of common stock equally. The Company ixezkgross proceeds from the offering
approximately $5.1 million, before deducting plaegtnagents' fees and estimated offering exper@escurrent with the issuance and sal
the Units, the Company issued a warrant (the “iPhece Agent Warrant™o purchase up to 350 shares of Preferred Stoak akercise price
$1,000 per whole share of Preferred Stock to Darki& Dominick LLC, as placement agent.
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The table below sets forth the related party pigiiion in the offering:

RELATED PARTY POSITION(S) UNITS TOTAL SUBSCRIPTION
Max E. Link Chairman, Directo 41 $49,114.7.
Michael H. Tardugnt President, Chief Executive Officer, and Direc 41 $49,114.7.
Robert W. Hoope Director 12 $14,375.0:
Alberto R. Martine: Director 83 $99,427.3I
Jeffrey W. Churct Vice President and Chief Financial Offic 8 $9,583.3¢
Nicholas Borys Vice President and Chief Medical Offic 6 $7,187.5.
Timothy J. Tumminellc Controller & Chief Accounting Office 8 $9,583. 3¢
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

FEES

The following table presents fees for professi@alit services rendered by Stegman and Comparthdaudit of the Company's annual
financial statements and review of financial staeta included in the Company's FormsQ@er the fiscal years ended December 31, 201(
December 31, 2009, and fees for other servicesreddy Stegman during those periods:

FISCAL YEAR FISCAL YEAR
2010 2009

% OF % OF

FEE CATEGORY AMOUNT TOTAL AMOUNT TOTAL
Audit Fees $ 80,50( 75 $ 89,70( 71
Audit Related Fee 18,65( 17 19,30C 15

Tax Fees 8,00C 7 10,75C 9

All Other Fees 935 1 6,61C 5
Total Fees $ 108,08t 100 $ 126,36( 100

Audit fees consist of fees for professional serwvicendered by Stegman and Company for the audih@fCompany's annual financ
statements and for reviews of the quarterly finalhsfatements included in the Company's Form@1Uax fees consist of fees for prepare
of the Company's federal and state tax returnsitAathted fees pertain to the work performed dyitime Company's equity offerings in 2C
All other fees consist of fees for attendance at@ompany's annual meetings, review of registragiatements and similar matters. Steg
rendered no financial information systems desighiarplementation services to the Company duringafiyears 2010 and 2009 and, there
no fees were charged for such services during theseds.

SERVICES BY EMPLOYEES OF STEGMAN & COMPANY

No part of Stegman's engagement to audit the Coy'goéinancial statements for the fiscal year enBedember 31, 2010 was attributabl
work performed by persons other than Stegman'gifuo#, permanent employees.

AUDIT COMMITTEE POLICY ON APPROVAL OF AUDIT AND NON -AUDIT SERVICES

It is the policy of the Audit Committee to pre-appe all audit and permissible naunidit services provided by the Company's indepe
accountants, in accordance with rules prescribeth®ySEC. These services may include audit servinetitrelated services, tax services,
other services. Prapproval is based on a written proposal, accompayea cost estimate and estimated budget. Thet ARmnmittee he
delegated to its Chairman the authority to pre-appraudit and nomaudit services with an estimated cost of up to @2®, provided tF
exercise of such authority is reported to the A@immittee at its next regular meeting. The Auditr@nittee reserves the right, from time
time, to delegate pre-approval authority to otfétsomembers, so long as such members are indepéeditectors.

All of the services of Stegman and Company duriagal years 2010 and 2009 were approved by thetAlminmittee in accordance with
pre-approval policy and the approval requiremehth® SEC.
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ITEM 15.

PART IV.

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

1. FINANCIAL STATEMENTS

The following is a list of the financial statemenfsCelsion Corporation filed with this Annual Repon Form 10-K, together with the reports
of our independent registered public accountantdshdanagement’s Report on Internal Control over kai@ Reporting.

Page

REPORTS

Report of Independent Registered Public Accourfimm -1
FINANCIAL STATEMENTS

Balance Sheet F-2

Statements of Operatio [-3

Statements of Cash Flo f-4

Statements of Changes in Stockhol’ Equity [-5
NOTES TO FINANCIAL STATEMENTS [-6

2. FINANCIAL STATEMENT SCHEDULES

No schedules are provided because of the absermmmditions under which they are requir

3. EXHIBITS

The following documents are included as exhibittte report:

EXHIBIT NO.  DESCRIPTION

3.1 Certificate of Incorporation of Celsion (the “Commygd), as amended, incorporated herein by referém&exhibit 3.1.1 to the
Quarterly Report on Form -Q of the Company for the quarter ended June 304..

3.2 Certificate of Ownership and Merger of Celsion Gogtion (a Maryland Corporation) into Celsion (Detae) Corporation
(inter alia, changing the Company’s name to “Celstmrporation” from “Celsion (Delaware) Corporatipmcorporated
herein by reference to Exhibit 3.1.3 to the AnriRaport on Form 10-K of the Company for the yeareeh8eptember 30,
2000.

3.3 Certificate of Designations of Series C Junior iegrating Preferred Stock of Celsion Corporatiorcdrporated herein by
reference to Exhibit 4.4 to the Forr-3 Registration Statement (File No. -100638), filed October 18, 200

3.4 Certificate of Amendment of the Certificate of Imporation effective and filed on February 27, 20@6prporated therein by
reference to Exhibit 3.3 to the Annual Report omnrd(-K of the Company for the year ended December 3062

3.5 Certificate of Designation for 8% Series A Redeelm&tonvertible Preferred Stock of Celsion Corpamatincorporated

herein by reference to Exhibit 3.1 to the Curreep&t on Form -K as filed with the SEC on January 18, 20
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EXHIBIT NO.

DESCRIPTION

3.6

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

10.1

10.2

10.3

10.4

10.5

10.6

10.7

By-laws of the Company, as amended, incorporategim®y reference to Exhibit 3.1 to the Current &&pn Form 8-K of
the Company, filed December 14, 20

Form of Common Stock Certificate, par value $0idorporated herein by reference to Exhibit 4.thev Annual Report on
Form 1(-K of the Company for the year ended September G0 .

Celsion Corporation and American Stock Transferr@st Company Rights Agreement dated as of Augus2032,
incorporated herein by reference to Exhibit 99.thsCurrent Report on Forn-K of the Company, filed August 21, 20(

Amendment adopted January 16, 2003 to Rights Ageeelvetween Celsion Corporation and American Stoeksfer &
Trust Company, incorporated herein by referendextabit 4.1 to the Quarterly Report on Form 10-Qhe Company for the
guarter ended June 30, 20

Form of Common Stock Warrant, incorporated hergineberence to Exhibit 4.1 to the Current Reportomm ¢-K of the
Company, filed with the SEC on September 28, 2

Registration Rights Agreement, dated June 17, 20 @nd between Celsion Corporation and Small Cafegh Value, Ltd.
incorporated herein by reference to Exhibit 4.1h#® Current Report on Form 8-K of the Companydfikgth the SEC on
June 18, 201(

Form of 8% Series A Redeemable Convertible PredeBtock Certificate incorporated herein by refeeeto Exhibit 4.1 to
the Current Report on Forn-K as filed with the SEC on January 18, 20

Form of Common Stock Warrant incorporated hergineference to Exhibit 4.2 to the Current Reportomm ¢-K as filed
with the SEC on January 18, 20:

Form of 8% Series A Redeemable Convertible PredeBtock Warrant incorporated herein by refereadexhibit 4.3 to the
Current Report on Formr-K as filed with the SEC on January 18, 20

Celsion Corporation 2004 Stock Incentive Plan, ipooated herein by reference to Exhibit 10.1 toGuerterly Report o
Form 1(-Q of the Company for the quarter ended June 3.

Celsion Corporation 2007 Stock Incentive Plan,raeraded, incorporated herein by reference to Exhibit to the Currer
Report on Form -K of the Company, filed June 29, 20:

Form of Restricted Stock Agreement for Celsion @oation 2004 Stock Incentive Plan, incorporatecimeby reference t
Exhibit 10.1 to the Quarterly Report on Forn-Q of the Company for the quarter ended Septemhe2(Bib.

Form of Stock Option Agreement for Celsion Corpiara®2004 Stock Incentive Plan, incorporated hebgimeference ti
Exhibit 10.2 to the Quarterly Report on Forn-Q of the Company for the quarter ended Septemhe2(Bib.

Form of Restricted Stock Agreement for Celsion @oation 2007 Stock Incentive Plan , incorporatectimeby reference to
Exhibit 10.1.5 to the Annual Report on Forn-K of the Company for the year ended December 3272

Form of Stock Option Agreement for Celsion Corpim@a®007 Stock Incentive Plan, incorporated hebgimeference to
Exhibit10.1.6 to the Annual Report on Forn-K of the Company for the year ended December 3072

Restricted Stock Agreement dated October 3, 20@®yporated herein by reference to Exhibit 10.th&Current Report on
Form &K of the Company, filed October 10, 20(
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EXHIBIT NO. DESCRIPTION

10.8 Stock Option Grant Agreement dated October 3, 2b@®rporated herein by reference to Exhibit 10.2he Current Repo
on Form K of the Company, filed October 10, 20C

10.9 Stock Option Agreement effective January 3, 20aween Celsion Corporation and Michael H. Tardugnogrporatec
herein by reference Exhibit 10.1 to the Currentdepn Form -K of the Company, filed January 3, 20!

10.10 Employment Agreement, effective January 3, 200%yvben Celsion Corporation and Mr. Michael H. Tandloigincorporate:
herein by reference to Exhibit 99.1 to the CuriRaport on Form -K of the Company, filed December 21, 20

10.11 Employment Agreement, effective March 1, 2009, lestwthe Company and Michael H. Tardugno, incorpdrierein by
reference to Exhibit 10.1 to the Current Reporfomm ¢-K of the Company, filed February 19, 20!

10.12 Employment Offer Letter, dated November 21, 20@ween the Company and Sean F. Moran, incorpotegezin by
reference to Exhibit 10.1 to the Current ReporfFomm ¢-K of the Company, filed November 26, 20!

10.13 Separation Agreement and General Release, datedryah 2010, between Celsion Corporation and Séaan,
incorporated herein by reference to Exhibit 10.thenCurrent Report on Forn-K of the Company, filed January 8, 20:

10.14 Employment Offer Letter, entered into on June T8, between the Company and Jeffrey W. Churclorparated herein
by reference to Exhibit 10.1 to the Current Reparform K of the Company, filed June 18, 20:

10.15 Separation Agreement and General Release, datedrya®, 2010, between Celsion Corporation and $&zman,
incorporated herein by reference to Exhibit 10.thenCurrent Report on Forn-K of the Company, filed January 8, 20:

10.16 Patent License Agreement between the Company akd Duoiversity dated November 10, 1999, incorpordiectin by
reference to Exhibit 10.9 to the Annual Report onnfr 10-K of the Company for the year ended Septerd®e1999
(Confidential Treatment Requeste

10.17 License Agreement dated July 18, 2003, betweetmpany and Duke University. (Confidential treattm@guested.
incorporated herein by reference to Exhibit 4.8 Registration Statement of the Company (File 383-108318), filed
August 28, 2003

10.18 Distribution Agreement effective as of January 2003, by and between Celsion Corporation and BaStaantific
Corporation, incorporated herein by reference thiik99.2 the Current Report on Fori-K filed January 22, 200:

10.19 Transaction Agreement effective as of January Q032by and between Celsion Corporation and BoStantific
Corporation, incorporated herein by reference thik99.1 to the Current Report on Form 8-K, filsghuary 22, 2003.
(Confidential treatment requeste

10.20 First Amendment to Transaction Agreement effecéisef August 8, 2005, between Celsion CorporatiahBostor
Scientific Corporation, incorporated herein by refece to Exhibit 99.1 to the Current Report on F8Fig, filed August 9,
2005.

10.21 Convertible Secured Promissory Note dated as olusug, 2005, between Celsion Corporation and BoStientific

Corporation, incorporated herein by reference thilkik99.2 to the Current Report on Form 8-K of @empany, filed
August 9, 2005
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EXHIBIT NO.

DESCRIPTION

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29*

10.30*

10.31

10.32

10.33

10.34

10.35

10.36

Convertible Secured Promissory Note dated July2@86, between Celsion Corporation and Boston Séieforporation
incorporated herein by reference to Exhibit 99.thCurrent Report on Forn-K of the Company, filed August 6, 20C

Settlement and License Agreement dated Febru&907, by and among Celsion Corporation, Americaivt System:
and AMS Research Corporation, incorporated hergireference to Exhibit 10.1 to the Quarterly Remort~orm 10 of the
Company for the quarter ended March 31, 2!

Asset Purchase Agreement, dated as of April 177 209 and between Celsion Corporation and Bosteen8tic
Corporation, incorporated herein by reference thikik10.1 to the Current Report on Form 8-K of @mpany, filed April
18, 2007

Stock Purchase Agreement, dated December 7, 2@Ghdbetween Celsion Corporation and Boston Sfie@orporation,
incorporated herein by reference to Exhibit 10.theoCurrent Report on Form 8-K of the CompangdiDecember 13,
2007.

First Amendment to the Asset Purchase Agreemetegddaune 5, 2008, by and between Celsion Corpaoratid Bostol
Scientific Corporation, incorporated herein by refee to Exhibit 10.2 to the Quarterly Report omnrd.0-Q of the
Company for the quarter ended June 30, 2

Second Amendment to the Asset Purchase Agreemnegst] dune 2, 2009, by and between Celsion Corparatid Boston
Scientific Corporation incorporated herein by refeze to Exhibit 10.1 to the Current Report on F8r# of the Company,
filed June 2, 200¢

Loan and Security Agreement, dated as of Novemb20@7, by and between Celsion Corporation and Néaurers ant
Traders Trust, incorporated herein by referendextaibit 10.1 to the Current Report on Form 8-K'loé Company, filed on
November 14, 2007

Development, Product Supply and Commercializatigne&ment, effective December 5, 2008, by and betwee= Company
and Yakult Honsha Co., Ltd., herein by referencEsxthibit 10.15 to the Annual Report on Form K@f the Company for th
Year Ended December 31, 20!

The 2nd Amendment To The Development, Product Supply Anch@ercialization Agreement, effective January 7,12
by and between the Company and Yakult Honsha Gd. ihcorporated herein by reference to ExhibitL1td.the Current
Report on Form -K of the Company filed with the SEC on January 2@l 1.

Placement Agency Agreement dated September 25, 2008g Celsion Corporation and Needham & Compah¢,.
incorporated herein by reference to Exhibit 1.1ht Current Report on Forn-K of the Company, filed September 28, 20

Form of Subscription Agreement, incorporated hebgimeference to Exhibit 10.1 to the Current ReparEorm 8-K of the
Company, filed September 28, 20!

Escrow Agreement by and between JPMorgan Chase, BeAKk Celsion Corporation, and Needham & CompdhyG.,
incorporated herein by reference to Exhibit 10.theoCurrent Report on Form 8-K of the CompangdiSeptember 28,
2009.

Common Stock Purchase Agreement, dated June 1@, B9and between Celsion Corporation and SmallBlafech Value
Ltd., incorporated herein by reference to Exhifiiti1to the Current Report on Fort-K of the Company, filed June 18, 20

Registration Rights Agreement, dated June 17, 20 @nd between Celsion Corporation and Small GafeBh Value, Ltd
incorporated herein by reference to Exhibit 10.thCurrent Report on Forn-K of the Company, filed June 18, 20:

Securities Purchase Agreement dated January 12,t304nd among Celsion Corporation and the Investamed therein,
incorporated herein by reference to Exhibit 10.Zomm ¢-K of the Company, filed January 18, 20
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EXHIBIT NO. DESCRIPTION

23.1+ Consent of Stegman & Company, independent registguelic accounting firm for the Compar

31.1+ Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2+ Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the

Sarbane-Oxley Act of 2002

32.2» Certification of Chief Financial Officer pursuant 18 U.S.C. Section 1350, as adopted pursuantdtiocBe906 of the
Sarbane-Oxley Act of 2002

Portions of this exhibit have been omitted panrstito a request for confidential treatment undgeR4b-2 of the Securities Exchange
Act of 1934, amended, and the omitted materialdez separately filed with the Securities and ErgeaCommissior

Filed herewith

Furnished herewitt
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Registhas duly caused its annual report on
Form 10-K to be signed on its behalf by the undgmsd thereunto duly authorized.

CELSION CORPORATION
Registran

March 28, 201: By:  /s/ Michael H. Tardugn

Michael H. Tardugnt
President and Chief Executive Offic

March 28, 201: By:  /s/ Jeffrey W. Churc

Jeffrey W. Churct
Vice President and Chief Financial Offic

Pursuant to the requirement of the Securities Bxghact of 1934, this report has been signed bydhewing persons on behalf of the
Registrant and in the capacities and on the datbsated:

SIGNATURE TITLE DATE

. President and Chief Executive Officer(Principal
/s/ Michael H. Tardugn Executive Officer March 28, 201:
Michael H. Tardugnt

Vice President and Chief Financial Officer (Priradi
/s/ Jeffrey W. Churc Financial Officer) March 28, 201:
Jeffrey W. Churct

/s/ Timothy J. Tumminel Controller and Chief Accounting Offic March 28, 201:
Timothy J. Tumminellc
/sl Max E. Link Chairman of the Boar March 28, 201
Max E. Link
/s/ Augustine Choy Director March 28, 201:

Augustine Chov

/s! Gregory Weave Director March 28, 201:
Gregory Weave

/s/ Robert W. Hoope Director March 28, 201:
Robert W. Hoope

/s/ Alberto Martine: Director March 28, 201:
Alberto Martinez

43




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Celsion Corporation
Columbia, Maryland

We have audited the accompanying balance she&@slsion Corporation (the “Companyds of December 31, 2010 and 2009, and the r¢
statements of operations, changes in stockholdéedicit) equity, and cash flows for the years tlmed. The Companys management
responsible for these financial statements. Oyaresibility is to express an opinion on these fiahstatements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBlaUnited States). Those stand.
require that we plan and perform the audit to obta@asonable assurance about whether the finastaééments are free of mate
misstatement. The Company is not required to hasewere we engaged to perform, an audit of itsrivdl control over financial reportir
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrénglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compainy&snal control over financial reportir
Accordingly, we express no such opinion. An audiiudes examining, on a test basis, evidence stippdhe amounts and disclosures in
financial statements. An audit also includes assgghe accounting principles used and signifiesttmates made by management, as w
evaluating the overall financial statement pred@rmaWe believe that our audits provide a reastbasis for our opinion.

In our opinion, the financial statements referredibove present fairly, in all material respedits, financial position of Celsion Corporatior
of December 31, 2010 and 2009, and the resultssafgerations and its cash flows for the years #mhed in conformity with accounti
principles generally accepted in the United StafeSmerica.

/sl Stegman & Compar
Baltimore, Marylanc
March 24, 201:




CELSION CORPORATION
BALANCE SHEETS

December 31,

2010 2009
Current assets:
Cash and cash equivale $ 1,138,911 $ 6,92347
Shor-term investment 395,55¢ 5,695,46!
Refundable income taxi - 806,25!
Prepaid expenses and other current assets 492,18« 695,02:
Total current assets 2,026,65! 14,120,21
Property and equipment(at cost, less accumulated depreciatio
$1,046,758 and $881,278, respectively) 378,67: 537,40°
Other assets:
Deposits and other ass: 76,79¢ 97,08:
Patent license fees, net 43,12¢ 50,62¢
Total other assets 119,92: 147,70°
Total assets $ 252524 $ 14,805,33
LIABILITIES AND STOCKHOLDERS ' (DEFICIT) EQUITY
Current liabilities:
Accounts payabl- trade $ 454858 $ 2,190,95
Other accrued liabilitie 2,124,18! 1,451,54.
Note payable current portior 123,46! 108,33:
Total current liabilities 6,796,241 3,750,83
Common stock warrant liabilit 248,13: 821,89:
Note payable nor-current portior 56,40: 179,86¢
Other liabilities - noncurrent - 16,94¢
Total liabilities 7,100,77. 4,769,53!
Stockholders’ (deficit) equity:
Common stocl- $0.01 par value (75,000,000 shares authorize91437C
and 12,895,174 shares issued and 13,331,096 ah841200 share
outstanding at December 31, 2010 and 2009, respégot 140,91 128,95:
Additional paic-in capital 99,316,85 95,035,16
Accumulated other comprehensive (loss) ince (18,367 68,17:
Accumulated deficit (100,938,26) (82,119,82)
Subtotal (1,498,85) 13,112,46
Treasury stock, at cost (760,274 shares at Decegib2010 and 200¢ (3,076,67I) (3,076,67)
Total stockholders’ (deficit) equity (4,575,52) 10,035,79
Total liabilities and stockholders (deficit) equity $ 252524 $ 14,805,33

See accompanying notes to the financial statements.
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CELSION CORPORATION
STATEMENTS OF OPERATIONS

Operating expenses
Research and developm
General and administrative

Total operating expense:
Loss from operations

Other income (expense)
Other income
Gain from valuation of common stock warrant liatlyi
Interest incom
Interest expens
Total other income

Loss before income taxe
Income tax benefit

Net loss

Net loss per common shar— basic and diluted

Weighted average common shares outstandir— basic and diluted

See accompanying notes to the financial statements.
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Year ended December 31,
2010 2009

$ 14,714,46 $ 13,680,93
4,922,96 3,326,61
19,637,42 17,007,54

(19,637,42)  (17,007,54)

244,46 322,41«
573,76 731,78

32,28¢ 46,16
(31,51) (94,920)
818,99 1,005,441

(18,818,43)  (16,002,10)
- 806,25!

$ (18,818,43) $ (15,195,85)

$ (157 $ (1.4%)

12,375,40 10,655,20




CELSION CORPORATION
STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Net loss

Non-cash items included in net los
Depreciation and amortizatic
Amortization of indemnity resery
Change in fair value of common stock warrant ligpi
Stock based compensati- options
Stock based compensati- restricted stocl
Amortization of patent license f
Shares issued in exchange for serv
Recovery of bad debt on note receive

Net changes ir
Due from Boston Scientific Corporatic
Refundable income taxi
Prepaid expenses and ot
Deposits and other ass:
Accounts payabl
Other accrued liabilities

Net cash used in operating activitie

Cash flows from investing activities:
Purchases of investment securit
Proceeds from sale and maturity of investment $tbes
Purchases of property and equipment

Net cash provided by (used in) investing activitie

Cash flows from financing activities:
Proceeds from sale of equity, net of issuance «
Principal payments on note paya

Net cash provided by financing activities

(Decrease) increase 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 taxes

See accompanying notes to the financial statements.
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Year ended December 31,

2010

2009

$ (18,818,43) $ (15,195,85)

165,48 109,65:
- (1,053,35)

(573,760 (731,78}
1,295,38; 894,27
357,67¢ 182,59
7,50( 7,50(
18,06( 14,70(

- (214,14

- 15,000,00

806,25t (806,25!)
340,83 (389,13)
20,28¢ 265,56¢
2,357,62! 1,004,441
655,69 (18,54/)
(13,367,38) (930,33)
(11,844,35)  (8,498,21)
17,057,72 6,932,24.
(6,745) (136,22))
5,206,62! (1,702,19)
2,484,53 6,334,51:
(108,33 (234,73}
2,376,20. 6,099,77:
(5,784,56)) 3,467,25.
6,923,47! 3,456,22!

$ 1,13891 $  6,923,47
$ 3151 $ 91,12(
$ -3 :




CELSION CORPORATION

STATEMENTS OF CHANGES IN STOCKHOLDERS’ (DEFICIT) EQ UITY

YEARS ENDED DECEMBER 31, 2010 AND 2009

Common Stock Outstanding

Treasury Stock

Additional Paid—in

Shares Amount

Capital

Shares

Amount

Accumulated
Other
Comp. (Loss)
Income

Accumulated
Deficit

Total

Balance at December 31,
2008

Shares issued under direct
offering

Stock-based compensatior
expense related to employ:
stock options

Stock-based compensatior
expense related to restricte
stock

Shares issued in exchange
for services

Issuance of restricted stoct
upon vesting

Treasury stock acquire
Unrealized gain on
investment:

Net loss

10,156,35 $ 108,16 $

2,018,15! 20,18:

4,60(C 46

56,33 562
(100,536 -

89,183,54

4,760,65!

894,27

182,59¢
14,654

(563;

659,73t

100,53t

$ (2,641,34¢

(435,321

$ -$ (66,923,97:

68,17: -
- (15,195,854

$19,726,38

4,780,83
894,27

182,59:

14,70(

(435,321

68,17:
(15,195,854

Balance at December 31,
2009

Stock-based compensatior
expense related to employ:
stock options

Stock-based compensatior
expense related to restricte
stock

Shares issued in exchange
for services

Issuance of restricted stoct
upon vesting

Shares issued under CEFF
net of issuance cos
Unrealized (loss) on
investment:

Net loss

12,134,90

6,00( 60
86,277 868

1,103,91 11,03¢

95,035,16

1,295,38.

357,67t
18,00(
(863,
2,611,49

760,27-

(3,076,67C

68,17.  (82,119,82¢

(86,540 -
(18,818,435

10,035,79

1, 295,38

357,67t
18,06(
2,622,523

(86,540
(18,818,43!

Balance at December 31,
2010

13,331,09  $ 140,91

$ 99,316,85

760,27:

$ (8,076,67C

$ (18,367% (100,938,26:

$ (4,575,52¢

See accompanying notes to the financial stategnent
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CELSION CORPORATION
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2010 AND 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of Busines

Celsion Corporation, referred to herein as “Celsidive”, or “the Company,”a Delaware corporation based in Columbia, Marylasdr
innovative oncology drug development company foduse improving treatment for those suffering wiiffidult to treat forms of cancer. V
are working to develop and commercialize more effit; effective, targeted chemotherapeutic oncoldgygs based on our proprietary heat-
activated liposomal technology. Our lead produetMmoDox®is being tested in human clinical trials for theatment of primary liver canc
and recurrent chest wall breast cancer.

Basis of Presentatio

The accompanying financial statements of Celsioreleen prepared in accordance with generally &edegcounting principles (“GAAPh
the United States and include the accounts of tbmpg@any. The preparation of financial statementsanformity with GAAP require
management to make judgments, estimates, and aseomphat affect the amount reported in the Corgparinancial statements &
accompanying notes. Actual results could diffetarially from these estimates.

Events and conditions arising subsequent to the negent balance sheet date have been evaluatebdeiompossible impact on the finan:
statements and accompanying notes. Other thaRréferred Stock Offering completed in January 284 Hiscussed in Note 11, no events
conditions would give rise to any information thratjuired accounting recognition or disclosure ia fimancial statements other than tt
arising in the ordinary course of business.

Revenue Recognitic

At the inception of each collaborative agreemersdt tincludes milestone payments, the Company ewsuathether each milestone
substantive on the basis of the contingent nattitleeomilestone, specifically reviewing factors Buas the scientific and other risks that mu:
overcome to achieve the milestone, as well asethel bf effort and investment required. Milestotiest are not considered substantive anc
do not meet the separation criteria are accourdedd license payments and recognized on a striiighbasis over the remaining perioc
performance. Payments received or reasonably abaftex performance obligations are met complededyrecognized as earned.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hantheestments purchased with an original maturitgho€e months or less. A portion of th
funds are not covered by FDIC insurance.

Fair Value of Financial Instrumen

The carrying values of financial instruments apjmate their respective fair values.

Short Term Investments

The Company classifies its investments in marketadgcurities with readily determinable fair valwaes investments available-feale ir
accordance with Accounting Standards CodificatiaB¢) 320,Investments - Debt and Equity Securitigsvailable-forsale securities cons
of debt and equity securities not classified aditig securities or as securities to be held to nitgtulhe Company has classified all of
investments as available-for-sale. Unrealized Imgldgains and losses on available-$ate securities are reported as a net amot
accumulated other comprehensive gain or loss itkktdders’ equity until realized. Gains and lossaghe sale of available-f@ale securitie
are determined using the specific identificatiorthnod.

The Company’s short term investments consist gpa@te bonds and government agency bonds.

F-6




Property and Equipmet

Property and equipment is stated at cost less adetea depreciation. Depreciation is provided aer estimated useful lives of the rele
assets, ranging from three to seven years, usmgtthightine method. Major renewals and improvements apétalized at cost and ordin:
repairs and maintenance are charged against ampetpenses as incurred. Depreciation expense pasxamately $165,000 and $110,(
for years ended December 31, 2010 and 2009, respigct

The Company reviews property and equipment for impant whenever events or changes in circumstaincésate that the carrying amoun
an asset may not be recoverable. An asset is ayesidmpaired if its carrying amount exceeds thar&unet undiscounted cash flows that
asset is expected to generate. If such asset &dswed to be impaired, the impairment recognizeithé amount by which the carrying amc
of the asset, if any, exceeds its fair value deitgethusing a discounted cash flow model.

Deposits

Deposits include real property security deposits @imer deposits which are contractually requined @f a long-term nature.

Patent License

The Company has purchased several licenses fasrighpatented technologies. Patent license cdstg2)125 have been capitalized and
amortized on a straigline basis over the estimated life of the relatatept. For the five year period ending December2B10 the tot:
accumulated amortization expense is $30,000. Thghed-average amortization period for these assdi8 years.

Indemnity Reserv

Upon the sale of the Compasymedical device business in 2007, an indemnitgrueswas established to cover the potential costbe
indemnity guarantee made to Boston Scientific at gfathe sale of the business. The Company eteduthe indemnity reserve on a quart
basis, reducing it as the risk of the indemnityrdased and amortized it over the period of thermmdfication. As of December 31, 2010
2009, the indemnity reserve was $-0-. For the pealed December 31, 2010 and 2009, the Companydezt@a non-cash benefit of $-8Ac
$1,053,357, respectively, as a result of the amatitin of this indemnity reserve.

Comprehensive Income (Loss)

ASC 220,Comprehensive Incomeestablishes standards for the reporting and alispf comprehensive income and its components d
Companys consolidated financial statements. The objeaifv&SC 220 is to report a measure (comprehensieenie (loss)) of all changes
equity of an enterprise that result from transaxtiand other economic events in a period othertifamsactions with owners.

Research and Developme

Research and development costs are expensed asethcHquipment and facilities acquired for reskaand development activities that h
alternative future uses are capitalized and chargestpense over their estimated useful lives.

Net Loss Per Common She

Basic and diluted net income/(loss) per commoneshers computed by dividing net income/(loss) far ylear by the weighted average nun
of shares of Common Stock outstanding, both bast diluted, during each period. The impact of Comn8iock equivalents has b
excluded from the computation of diluted weightegrage common shares outstanding in periods wihere is a net loss, as their effec
anti-dilutive.

Since the Company incurred a loss from operations2010 and 2009, the outstanding equity award2f245,046 and 1,720,578 sha
respectively, and the warrants outstanding to mgehl, 009,076 and 1,032,410 shares, respectivehg, eonsidered antilutive and therefol
were not included in the calculation of diluted rgsa

Nonmonetary Transactiot

Nonmonetary transactions are accounted for in aecme with ASC 845Nonmonetary Transactionswhich provides that the transfer

distribution of a nonmonetary asset or liabilityngeally is based on the fair value of the asseliatility that is received or surrender
whichever is more clearly evident.
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Income Taxe

Income taxes are accounted for under the assdtadility method. Under this method, deferred t@sets and liabilities are recognized for
future tax consequences attributable to differermdseen the financial statement carrying amouhexisting assets and liabilities and tl
respective tax bases and operating loss and talt aary forwards. Deferred tax assets and liibdiare measured using enacted tax
expected to apply to taxable income in the yeanwhith those temporary differences are expectedetoecovered or settled. The effec
deferred tax asset and liabilities of a changeainrates is recognized in results of operationthéperiod that the tax rate change oci
Valuation allowances are established, when necgstareduce deferred tax assets to the amountcéegbeo be realized. In accordance
ASC 740,Income Taxesa tax position is recognized as a benefit onht ifsi“more likely than notthat the tax position taken would
sustained in a tax examination, presuming thak @&xamination will occur. The Company recognizdsriast and/or penalties related to inc
tax matters in the income tax expense category.

Stock-Based Compensation

Stock options are generally granted with an exerpisce at market value on the date of grafthe stock options generally expire 10 y
from the date of grant. Stock option awards vesinuterms determined by the Board of DirectorsstiReted stock awards have been gra
with a vesting schedule that ranges from immediatging to three years.

The fair value of options, warrants and restrictamtk granted is measured in accordance with ASX; @dmpensation Stock Compensatic
using the BlackScholes option pricing model and recorded as aeresgin the period in which such services are vedeiThe fair values
stock options granted were estimated at the dageanit using the Black-Scholes option pricing modéle BlackScholes model was origina
developed for use in estimating the fair valueratiéd options, which have different characteristiosn Celsions nonqualified stock optior
The model is also sensitive to changes in assumptishich can materially affect the fair value mstie.

Expected volatilities utilized in the model are &an historical volatility of the Comparsystock price. The risk free interest rate is dm
from values assigned to U.S. Treasury strips adighdd in the Wall Street Journal in effect at three of grant. The model incorpora
exercise, pre-vesting and passting forfeiture assumptions based on analystistbrical data. The expected life of the granés\generate
using the simplified method as allowed under S¢iesrand Exchange Commission Staff Accounting Binllso. 107.

As more fully described in Note 12, the Company tmge stock option plans that provide for mpralified and incentive stock options to
issued to directors, officers, employees and caoastd: the 2007 Employee Stock Incentive Plan (2887 Plan”)the 2004 Employee Sto
Incentive Plan (the “2004 Plan”) and the 2001 StOgkion Plan (the “2001 Plan”).

Recent Accounting Pronounceme.

From time to time, new accounting pronouncemen¢sissued by FASB and are adopted by us as of teeifgul effective date. Unle
otherwise discussed, we believe that the impact@dntly issued accounting pronouncements willhase a material impact on the Company’
consolidated financial position, results of opemasi, and cash flows, or do not apply to our openati

In January 2010, the Financial Accounting Stand&ulsrd ("FASB") issued updated guidance to ameedlibclosure requirements relate
recurring and nonrecurring fair value measuremeniss update requires new disclosures on significeansfers of assets and liabilit
between Level 1 and Level 2 of the fair value higlg (including the reasons for these transfersl) the reasons for any transfers in or ol
Level 3. This update also requires a reconciliatbbmrecurring Level 3 measurements about purchasdes, issuances and settlements
gross basis. In addition to these new disclosugeirements, this update clarifies certain existitigclosure requirements. For example,
update clarifies that reporting entities are reeghito provide fair value measurement disclosureséah class of assets and liabilities re
than each major category of assets and liabilifiédés update also clarifies the requirement foiitiexst to disclose information about both
valuation techniques and inputs used in estimaltiegel 2 and Level 3 fair value measurements. Thidate will become effective for t
Company with the interim and annual reporting pettieginning January 1, 2010, except for the reqerd to provide the Level 3 activity
purchases, sales, issuances, and settlementsroasalb@sis, which will become effective for the Qamy with the interim and annual reporn
period beginning January 1, 2011. The Companymwailbe required to provide the amended disclosfareany previous periods presented
comparative purposes. Other than requiring additiaisclosures, adoption of this update will novda material effect on the Compai
consolidated financial statements.

In March 2010, the Patient Protection and AfforéaBhre Act and the Health Care and Education Ré@iian Act were signed into law. V
are currently in the process of determining thectf, if any, of these new laws on the Company.
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2. FINANCIAL CONDITION

Since inception, the Company has incurred substampierating losses, principally from expenses @ated with the Compang’research ai
development programs, clinical trials conducteddnnection with the Compars/product candidates, and applications and subonisdd th
Food and Drug Administration. The Company beliehese expenditures are essential for the commizati@n of its technologies. As a re
of these expenditures, as well as general and aslnaitive expenses, the Company has an accumutigédit of $100.5 million as «
December 31, 2010.

The Company expects its operating losses to camtfouthe foreseeable future as it continues itglpet development efforts, and whe
undertakes marketing and sales activities. The Gmyip ability to achieve profitability is dependent upits ability to obtain governmen
approvals, produce, and market and sell its newlyarbcandidates. There can be no assurance th&otmgany will be able to commercial
its technology successfully or that profitabilitylivever be achieved. The operating results of Glmenpany have fluctuated significantly in
past. The Company expects that its operating resuilt fluctuate significantly in the future and Wilepend on a number of factors, man
which are outside the Company’s control.

The Company will need substantial additional fugdin order to complete the development, testing emmimercialization of its oncolo
product candidates and we have made a significamimdtment to hea&ctivated liposome research and development peojnd it is ot
intention at least to maintain, and possibly insegahe pace and scope of these activities. Thenitoment to these new projects will reqt
additional external funding, at least until the Gramy is able to generate sufficient cash flow figate of one or more of its products to sug
its continued operations. Management believesdtatjuate funding is available from cash resourceBamd at December 31, 2010 to f
operations as least through the end of 2011.

If adequate funding is not available, the Compaay tme required to delay, scale back or eliminateageaspects of its operations or attem,
obtain funds through unfavorable arrangements wértners or others that may force it to relinquigdhts to certain of its technologi
products or potential markets or that could imposerous financial or other terms. Furthermorehd& Company cannot fund its ongc
development and other operating requirements, quéatily those associated with its obligations tmdurct clinical trials under its licensi
agreements, it will be in breach of these licensaiggeements and could therefore lose its licergdgtsi which could have material adve
effects on its business. Management is continumegfforts to obtain additional funds so that th@rpany can meet its obligations and su:
operations.

3. COMPREHENSIVE LOSS

Comprehensive loss is comprised of net loss adjustechanges in market values of securities abbgl&or sale. Below is a reconciliation
net loss to comprehensive loss for the years ebadedmber 31, 2010 and 2009:

Year ended December 31,

2010 2009
Net loss $ (18,818,43) $ (15,195,85)
Unrealized (loss) gain on securities availablesfae (86,54() 68,17:
Comprehensive loss $ (18,904,97) $ (15,127,68)

4. SHORT TERM INVESTMENTS AVAILABLE FOR SALE

Short term investments available for sale of $396,8nd $5,695,466 as of December 31, 2010 and 288@ectively, consist of money mal
funds, commercial paper, corporate debt securitesl, government agency debt securities. They algedaat estimated fair value, w
unrealized gains and losses reported as a segam@anent of stockholders’ equity in Accumulatetié&@tComprehensive Income.

Securities available for sale are evaluated per@lyi to determine whether a decline in their valu®ther than temporary. The termthtie
than temporaryis not intended to indicate a permanent declinealne. Rather, it means that the prospects for teeen recovery of value
not necessarily favorable, or that there is a latlkevidence to support fair values equal to, oratge than, the carrying value of
security. Management reviews criteria such asntlagnitude and duration of the decline, as welllesreasons for the decline, to pre
whether the loss in value is other than tempor&@wce a decline in value is determined to be dtien temporary, the value of the securi
reduced and a corresponding charge to earningsdgnized.
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December 31,

Short-term investments available for sale, at fair value 2010 2009

Bonds- corporate issuanct $ 301,63: $ 5,528,16.

Equity securities (see Note 16) 93,92/ 167,30:
Total $ 395,55 $ 5,695,461

A summary of the cost, fair value and maturitiethef Company’s short-term investments is as follows

December 31, 2010 December 31, 2009
Cost Fair Value Cost Fair Value
Short-term investments
Bond:- corporate issuanci $ 301,63: $ 301,63: $ 5,528,160 $ 5,528,16.
Equity securities (see Note 16) 108,37: 93,92/ 108,37: 167,30:
Total $ 410,00 $ 39555¢ $ 5,636,53 $ 5,695,461
Bond maturities
Within 3 months $ 301,63 $ 301,63: $ 1,894,022 $ 1,894,022
Between -12 months - - 3,321,322 3,321,322
Between 1-2 years - - 312,82: 312,82:
Total $ 301,63: $ 301,63: $ 5,528,160 $ 5,528,16:

5. FAIR VALUES OF FINANCIAL INSTRUMENTS

FASB Accounting Standards Codification (ASC) Satt820,Fair Value Measurements and Disclosurestablishes a three tier level hierat
for fair value measurements which requires anemtitmaximize the use of observable inputs and mmire the use of unobservable ing
when measuring fair value. The standard descrhreg levels of inputs that may be used to measuredlue:

Level 1: Quoted prices (unadjusted) or identicadets or liabilities in active markets that the gntias the ability to access as of
measurement date.

Level 2: Significant other observable inputs ottiean Level 1 prices such as quofgtices for similar assets or liabilities; quotedcps ir
markets that are not active; or other inputs thatédservable or can be corroborated by observaht&et data.

Level 3: Significant unobservable inputs that reffle reporting entityg own assumptions that market participants wouldingricing an ass
or liability.

The fair values of securities available for sake determined by obtaining quoted prices on natipmatognized exchanges (Level 1 inputs
matrix pricing, which is a mathematical techniquielely used in the industry to value debt securitigthout relying exclusively on quot
prices for the specific securities but rather lying on the securitieg’elationship to other benchmark quoted securities€l 2 inputs). Asse
and liabilities measured at fair value on a reagribhasis are summarized below:
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Quoted prices in

active markets Significant other Significant
for identical observable unobservable
assets inputs inputs
Total (Level 1) (Level 2) (Level 3)
Assets:
December 31, 201
Bonds- corporate issuanct $ 301,63: $ 301,63: $ - 3% -
Equity securities (see Note 16) 93,92/ - - 93,92/
Short-term investments available for sale, DecerBie2010 $ 395,55¢ $ 301,63 $ - $ 93,92
December 31, 200
Bonds- corporate issuanct $ 552816 $ 5528,16 $ - $ -
Equity securities (see Note 16) $ 167,30: - - $ 167,30:
Short-term investments available for sale, DecerBie2009 $ 5695460 $ 5,528,160 $ - $ 167,30:
Liabilities:
Common stock warrants, December 31, 2010 $ 248,13 $ - $ - $ 248,13
Common stock warrants, December 31, 2 $ 821,89: $ - $ - $ 821,89:

The following is a summary the changes in the comstock equity securities and warrant liability foe years ended December 31, 201C
2009:

Equity Warrant

Securities Liability
Beginning balance, January 1, 2( $ - 3% -
Acquisitions / Issuance 108,27- 1,553,67!
Unrealized gain included in other comprehensivegjancome 59,02¢ -
Realized gain included in net lc - (731,78Y
Beginning balance, December 31, 2( 167,30: 821,89:
Unrealized gain included in other comprehensivegjancome (73,379 -
Realized gain included in net loss - (573,76()
Ending balance, December 31, 2010 $ 93,92« $ 248,13:
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6. OTHER CURRENT ASSETS

December 31,

2010 2009

Interest receivabl $ 6,06 $ 69,61¢
Franchise taxes receival 41,36¢ 10,50(
Prepaid professional fe 37,50( -
Amortizable expenses associated with Committed iz drihancing Facility 274,80t -
Raw materials for Thermod® registration batche 132,45: -
Prepaid insuranc - 54,40(
Reimbursable expens - 271,74
Refund of deposit due from a previous Contract ResOrganizatiol - 288,76!
Total $ 492,18: $ 695,02

7. OTHER ACCRUED LIABILITIES

Other accrued liabilities at December 31, 201020@D include the following:
December 31,

2010 2009

Amounts due to Contract Research Organizationo#ret contractual agreemel $ 1,497,44 $ 1,122,37
Accrued payroll and related benef 460,61- 262,39t
Accrued professional fet 138,90( 47,00(
Other 27,23¢ 19,77¢
Total $ 212418 $ 1,451,54

8. NOTE PAYABLE

In October 2009, the Company financed $288,20@l&Equipment through a capital lease. This lebBgation has thirty monthly payments
$11,654 through April 2012. During 2010, the Companade principal and interest payments totalin§3$156. The outstanding lei
obligation is $179,868 as of December 31, 2010.

9. INCOME TAXES

A reconciliation of the Company'’s statutory taxeréd the effective rate for the years ended Dece®be2010 and 2000 is as follows:

2010 2009
Federal statutory ra 34.(% 34.(%
State taxes, net of federal tax ben 5.4 5.4
Recapture of alternative minimum t - (5.0
Valuation allowanct (39.9 (39.9
Effective tax rate -% (5.0%
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As of December 31, 2010, the Company had net dpgritss carry forwards of approximately $81.2 oiil for federal and state income tax
purposes that are available to offset future tax@aidome through the year 2029.

Approximate Amount Of Unused

Operating Loss Carry Forwards Expiration During
($000s) Year Ended
$ 5,003 2022

2,292 2023
15,655 2024
8,174 2025
7,367 2026
10,716 2028
14,300 2029
17,646 2030
$81,153

The components of the Company’s deferred tax asset December 31, 2010 and 2009 are as follows:

December 31

In thousand: 2010 2009

Net operating loss carry forwar $ 31,34 % 24,52¢

Compensation expense related to employee stockrty 1,917 1,37:
Subtotal 33,25¢ 25,89¢

Valuation allowanct (33,259 (25,899
Total deferred tax asset $ - 3 -

The evaluation of the realizability of such defertax assets in future periods is made based upaniety of factors that affect the Company’
ability to generate future taxable income, sucmtnt and ability to sell assets and historical projected operating performance. At this ti
the Company has established a valuation resenalfof its deferred tax assets. Such tax assetaxailable to be recognized and benefit fu
periods.

The Company reported income tax expense of $0l&milor the year ended December 31, 2007 repreggitie alternative minimum tax ¢
as a result of the gain on the sale of the mediegice assets. In December 2009, the Companyfblea refund of that tax pursuant to Reve
Procedure 2009-52, requesting a refund of $806,Pbi5.amount was received by the Company in Felgra@to0.

10. COMMON STOCK WARRANT LIABILITY

In September 2009, the Company closed a registliredt offering with a select group of institutidnavestors that raised gross proceec
$7.1 million and net proceeds of $6.3 million. donnection with this registered direct offeringe tBompany issued 2,018,153 shares «
common stock and warrants to purchase 1,009,07@&sid common stock. The warrants have an exepise of $5.24 per share and
exercisable at any time on or after the six momthivgersary of the date of issuance and on or gdd86 months after the date of issuar
Under the terms of the warrants, upon certain &etisns, including a merger, tender offer or sdlalbor substantially all of the assets of
Company, each warrant holder may elect to receiwash payment in exchange for the warrant, in aousindetermined by application of
Black-Scholes option valuation model. Accordingdyrsuant to ASC 815.4Merivative Instruments and Hedging - Contracts imtify’s Owr
Equity, the warrants are recorded as a liability and tinanked to market each period through the Statewfe@jperations in other income
expense. At the end of each subsequent quarteCdhgpany will revalue the fair value of the warsaand the change in fair value will
recorded as a change to the warrant liability deddifference will be recorded through the Statamé®perations in other income or expense.
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As of December 31, 2010 and 2009, the Company dedoa common stock warrant liability of $0.2 mifliand $0.8 million. The fair value
the warrants at December 31, 2010 was calculatied tise Black-Scholes option-pricing model with folowing assumptions:

December 31

2010
Risk-free interest rat 2.02%
Expected volatility 63.5%
Expected life (in years 2.1

Expected forfeiture rat 0%
Expected dividend yiel 0.0(%

11. STOCKHOLDERS' (DEFICIT) EQUITY
Common Stock
Committed Equity Financing Facility (CEFF)

In June 2010, we entered into a Committed EquitaRting Facility (CEFF) with Small Cap Biotech Valutd. (SCBV). The CEFF provid
that, upon the terms and subject to the conditsmisorth therein, SCBV is committed to purchasgai$15.0 million worth of our shares
common stock over the 2#onth term of the CEFF under certain specified @a@ms and limitations, provided that in no evenhymwe se
under the CEFF more than 2,404,434 shares of constomi, which is equal to one share less than 2D&uiooutstanding shares of comn
stock on June 17, 2010, the closing date of theFCH#ss the number of shares of common stock weeis$o SCBV on the closing date
Commitment Shares (described below). Furthermoreno event shall SCBV purchase any shares of awmnton stock which, whe
aggregated with all other shares of our commonkstioen beneficially owned by SCBYV, would resulttive beneficial ownership by SCBV
more than 9.9% of the then outstanding shares btommon stock. These maximum share and benefierakrship limitations may not
waived by the parties.

From time to time over the term of the CEFF, in @@mpanys sole discretion, we may present SCBV with drawrdaotices requiring SCE
to purchase a specified dollar amount of sharemioicommon stock, based on the price per shareldveonsecutive trading days (tHeraw
Down Period”), with the total dollar amount of eadgtaw down subject to certain agregobn limitations based on the market price of
common stock at the time of the draw down or, ifdetermine in our sole discretion, a percentagiefdaily trading volume of our comrmr
stock during the Draw Down Period. We are ablpressent SCBV with up to 24 draw down notices duthgterm of the CEFF, with only ¢
such draw down notice allowed per Draw Down Pednd a minimum of five trading days required betweach Draw Down Period.

Once presented with a draw down notice, SCBYV isiired to purchase a pro rata portion of the sharesach trading day during the trac
period on which the daily volume weighted averageepfor our common stock exceeds a threshold piietermined by us for such dr
down. The per share purchase price for these sleapgals the daily volume weighted average priceuofcommon stock on each date du
the Draw Down Period on which the shares are psethdess a discount ranging from five percenbtgarcent, based on a minimum price
specify. If the daily volume weighted average eraf our common stock falls below the threshold@mn any trading day during a Di
Down Period, the CEFF provides that SCBV will netdequired to purchase the paia portion of shares of common stock allocateth&
day. The obligations of SCBV under the CEFF tachase shares of our common stock may not be traedf® any other party.

In partial consideration for SCBV's execution arglivery of the CEFF, we issued to SCBV 40,000 shayk our common stock (t
“Commitment Shares”)The issuance of the Commitment Shares, togethérallibther shares of common stock issuable to S@BMuant t
the terms of the CEFF, is exempt from registratiomler the Securities Act of 1933, as amended (8ecUrities Act”),pursuant to tt
exemption for transactions by an issuer not invgvény public offering under Section 4(2) and Ragiah D under the Securities Act.

SCBYV agreed that during the term of the CEFF, eei®CBV nor any of its affiliates will, directly éndirectly, intentionally engage in a
short sales involving our securities or grant apyian to purchase, or acquire any right to dispoker otherwise dispose for value of, :
shares of our common stock or any securities cdileinto or exercisable or exchangeable for amgres of our common stock, or enter
any swap, hedge or similar agreement that transfenshole or in part, the economic risk of ownepshf any shares of our common stc
provided that SCBV will not be prohibited from $ef “long” (as defined under Rule 200 promulgated under Regaol&HO under tt
Exchange Act of 1934, as amended, shares of oumoonstock that are or may be purchased under thi=@Ed the Commitment Share:
engaging in transactions relating to any of theeshaf our common stock that it is obligated toghaise under a pending draw down notice.
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In the third quarter of 2010, the Company compldted draws and sales to SCBV under the CEFF colkegt totaling 480,787 shares
common stock for gross proceeds of $1,417,273. dnember 2010, the Company completed a draw ando§&83,132 shares of comn
stock for gross proceeds of $1,159,788. On Mag;h2011, the Company completed a draw and sal@®B85 shares of common stock
gross proceeds of $608,347. Broker fees and ofpemses associated with these draws totaled $104,27

The proceeds from these draws were used to fundnses associated with the acceleration of comnien@aufacturing and related prod
development specifications. The Company has rgidtthe resale of the shares issued to SCVB pursughe CEFF under the Securities
of 1933, as amended.

Preferred Stock and Stockholder Rights Plan

The Company’s Certificate of Incorporation and Bysaauthorizes the issuance of “blank chepkéferred stock by the Board of Directors
such terms as it determines and without furtheclkstolder approval. The Company has also implemeatesiockholder rights plan &
distributed rights to our stockholders. When theghts become exercisable, each right entitlesr theiders to purchase one tdmusandt
(1/10,000) of a share of our Series C Junior Fpetmng Preferred Stock (the “Preferred Stock”aagbrice of $66.90 per one témeusandt
(1/10,000) share. If any person or group acquiregenthan 15% of our Common Stock, the holders gifts (other than the person or gr
crossing the 15% threshold) will be able to receiyeon the exercise of their rights and in lieuhsf Preferred Stock, the number of shar
our Common Stock (or the number of shares of std@ny company into which we are merged) havinglae equal to twice the exercise p
of their rights in exchange for the $66.90 exergisee. Because these rights may substantiallytedisiock ownership by a person or gr
seeking to take us over without the approval of Board, our rights plan could make it more difficidr a person or group to take us ovel
acquire significant ownership interest in us) withoegotiating with our Board regarding such agemtion. Certain other provisions of
Bylaws and of Delaware law may also discouragegydel prevent a third party from acquiring or margwith us, even if such action w
beneficial to some, or even a majority, of our ktastders.

January 2011 Preferred Stock Offering

In January 2011, the Company entered into a defingecurities purchase agreement with a seleatpgod institutional investors, includi
certain officers and directors of the Company, €l 5,000 shares of 8% redeemable convertible pedestock with a stated value of $1,
and warrants to purchase up to 2,083,333 sharesnofmon stock in a registered direct offering. Thavertible preferred stock and warr:
were sold in units (the "Units"), with each Unitnsisting of one share of convertible preferredlstaied a warrant to purchase up to 416.¢
shares of common stock at an exercise price of5$8e2 whole share of common stock. The Units vedfered and sold to unaffiliated th
party investors at a negotiated purchase pricel@@® per Unit and to officers and directors abtthemarket price of $1,197.92 per Unil
accordance with the NASDAQ Stock Market Rules. lEabare of preferred stock is convertible into ekasf common stock at an ini
conversion price of $2.40 per share, subject tasidjent in the event of stock splits, recapitalorat or reorganizations that affect all holdel
common stock equally. The Company received groesegeds from the offering of approximately $5.1 imil] before deducting placem
agents' fees and estimated offering expenses. dinetible preferred shares may be redeemed bhdlters thereof at any time and ha
mandatory redemption date of January 14, 2013. cbheertible preferred shares are also subjectaodatory conversion upon the occurre
of certain events, including the sale of Commorckia one or more offerings for not less than $480 share and aggregate gross procee
$10 million, the achievement of a twenty day traditverage of our Common Stock above $6.00 per sbatke receipt of an aggregate at |
$4,000,000 as actual, or advanced payment of fuligense, milestone or royalty payments from atsgic, licensing or developm
partner. Until such time as preferred shares adeamed, issued and outstanding shares shall dcdivielends at a rate of 8% |
annum. Dividends on the convertible preferred ehare payable on a quarterly basis from the @idgsue date commencing on April
2011 and are payable only in cash.

The Units were sold pursuant to the Company’s stegjstration statement on Form S-3 (Registratian 383158402), which was declar
effective by the SEC on April 17, 2009, as suppleteé by prospectus supplements dated January 12,&@ January 13, 2011 filed with
Securities and Exchange Commission pursuant to &4¢€b) under the Securities Act of 1933, as ameénde

12. STOCK BASED COMPENSATION

Employee Stock Options

The Company has longrm compensation plans that permit the grantingpagntive awards in the form of stock options. &atly, the term
of these plans require that the exercise prich@biptions may not be less than the fair markatevaf Celsions Common Stock on the date
options are granted. Options generally vest oveipua time frames or upon milestone accomplishme®tsne vest immediately. Others
over a period between one and five years. The apt@nerally expire ten years from the date ofjtiaat.
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2001 Stock Option Plan

In 2001, the Board of Directors adopted a stock fita directors, officers and employees (the “2B04n”) under which 666,667 shares w
reserved for future issuance. The purpose of tidd ZPdan was to promote lorigkem growth and profitability of Celsion by providj key peopl
with incentives to improve stockholder value andtdbute to the growth and financial success ofs@el, and to enable the company to att
retain and reward the best available persons fsitipos of substantial responsibility.

2004 Stock Incentive Plan

In 2004, the Board of Directors adopted a stock fita directors, officers and employees (the “2@0dn”) under which 666,667 shares w
reserved for future issuance. The plan providestock instruments to be issued enabling the hdlemeof to acquire Common stock of
Company at prices determined by the Company’s Bo&fdirectors. The purpose of the 2004 Plan wagrtomote the londerm growth an
financial success of the Company and enable thep@ognto attract, retain and reward the best aveilpbrsons for positions of substar
responsibility. The 2004 Plan permitted the grantifi awards in the form of incentive stock optiorestricted stock, restricted stock ur
stock appreciation rights, phantom stock, and perémce awards, or in any combination of the fonegoThe 2004 Plan terminates in 2014
years from the date of the P’'s adoption by the Company’s stockholders.

Any options forfeited or terminated under the 2004&n and 2004 Plan are rolled into the 2007 Stoclkertive Plan for future issuance.
December 31, 2010, 590,994 and 455,195 of availefiiens from these two plans respectively arelalsbs for future issuance under the 2
Stock Incentive Plan.

2007 Stock Incentive Plan

On June 13, 2007, the Company adopted the Celstwpo@ation 2007 Stock Incentive Plan (the “2007nPlaunder which 1,000,000 we
shares available for issuance. The purpose of @& Plan is to promote the lotgrm growth and profitability of the Company by piding
incentives to improve stockholder value and endabk Company to attract, retain and reward the heatlable persons for positions
substantial responsibility. The 2007 Plan permtits granting of awards in the form of incentive ktaptions, nonqualified stock optio
restricted stock, restricted stock units, stockrapiation rights, phantom stock, and performancerds; or in any combination of 1
foregoing. At the Celsion Corporation 2010 AnnlMaeting of Stockholders, the 2007 Plan was amendéddcrease the number of shs
available from 1,000,000 to 2,000,000.

During the year ended December 31, 2010 and 2@%743 and 517,000 equity awards, respectivelyewssued under the 2007 Plan. Du
2010 and 2009, a total of 92,276 and 46,667 optizare canceled or expired under the plans collelgtiv

As of December 31, 2010, for all stock options plémere were a total of 3,510,588 shares resemedtere were a total of 1,265,542 sh
available for future issuance. On February 25,12ahe Company’s board of directorsapproved the recommendations and ratifiec
determinations of its compensation committee arahtgid stock options to all of the Compangkecutive officers and directors. Directors
Max E. Link, Gregory Weaver, Dr. Augustine Chow,dea W. Hooper and Dr. Alberto Martinez were awardgtions to purchase 50,0
50,000, 40,000, 40,000 and 15,000 shares of Cometack, respectively. Executive officers Michael Fardugno, Jeffrey W. Church, |
Nicholas Borys and Dr. Robert A. Reed were awardptions to purchase 180,000, 70,000, 70,000 and0®@0shares of Common St
respectively. All options granted have a 10 yeamtand vest equally over three years commencingetmuary 25, 2011. Also, Jeffrey
Church was granted 10,000 shares of Common Statk/ésted immediately.

The Company has issued stock options and wartangsnployees, directors, vendors and debt hold2ptions and warrants are gener
granted at market value on the date of the grant.

Incentive stock options may be granted to purctssges of Common Stock at a price not less tha®o16Dthe fair market value of t
underlying shares on the date of grant, providatltthe exercise price of any incentive option gedrto an eligible employee owning more 1
10% of the outstanding stock must be at least 1d0%e such fair market value on the date of gr@mly officers and key employees n
receive incentive stock options; all other quatifigarticipants may receive non-qualified stock @i

Option awards vest upon terms determined by thedofDirectors. Restricted stock awards, perforogastock awards and stock options

subject to accelerated vesting in the event ofangh of control. The Company issues new shareatigfysits obligations from the exercise
options.
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Equity Awards Issued to Consultants for Services

The Company periodically issues equity awards twsatiants in exchange for services provided. Thevidue of options granted is meast
in accordance with ASC 7180ompensation — Stock Compensatigging the Blackscholes option pricing model and recorded as apreseil
the period in which such services are received.e@aly, the terms of these plans require that #ezase price of such awards may not be
than the fair market value of the CompangZommon Stock on the date the equity awards amtep. Consultant equity awards generally
over various time frames or upon milestone accashplients. Some vest immediately upon issuance. Ghityeawards generally expire
years from the date of grant. There were 176,0@D4600 awards issued to consultants during the geded December 31, 2010 and 2
respectively.

The following is a summary of stock option activity the two years ended December 31, 2010:

Weighted
Average
Weighted Remaining
Number Average Contractual Aggregate
Stock Options Qutstanding Exercise Price Term (in years) Intrinsic Value
Outstanding at January 1, 20 1,255,881 $ 4.3¢
Granted 450,00( 2.9C
Exercisec - -
Canceled or expired (63,909 4.71
Outstanding at December 31, 2( 1,641,97 3.9¢
Granted 656,50( 3.04
Exercisec - -
Canceled or expire (130,83)) 3.0
Outstanding at December 31, 2( 2,167,641 $ 3.7¢4 7.06 $ .
Exercisable at December 31, 2( 1,150,061 $ 4.1¢ 6.0 $ -
A summary of stock options outstanding at Decen3e2010 by price range is as follows:
Options Outstanding Options Exercisable
Weighted Average Weighted Average
Remaining Weighted Remaining Weighted
Contractual Term Average Contractual Term Average

Range of Exercise Prices ~ Number Outstanding (in years) Exercise Price Number Outstanding (in years) Exercise Price
$2.00- $3.00 1,277,66 7.30 $ 2.7 592,41¢ 6.24 $ 2.6l
$3.01- $5.00 425,69¢ 7.31 3.7¢ 210,69¢ 5.79 4,14
$5.01- $7.00 416,90: 6.54 5.7t 299,57 6.30 5.81
$7.01- $10.00 23,83t 241 8.2¢ 23,83t 241 8.2¢
$10.01- $30.00 23,33 2.75 18.11 23,33¢ 2.75 18.11
$30.01- $150.75 20¢€ 3.44 150.7¢ 20¢€ 3.44 150.7¢
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A summary of warrants outstanding as of DecembgR@310 is as follows:

Weighted

Average

Remaining

Weighted Contractual
Number Average Term Aggregate

Warrants Qutstanding Exercise Price (in years) Intrinsic Value
Outstanding at January 1, 20 96,78¢ $ 15.0¢
Granted 1,009,071 5.2¢
Exercisec - -
Canceled or expired (73,455 20.9¢
Outstanding at December 31, 2( 1,032,411 5.3¢
Granted - -
Exercisec - -
Canceled or expired (23,339 9.8¢€
Outstanding at December 31, 2( 1,009,071 $ 5.24 428 $ .
Exercisable at December 31, 2( 1,009,07t $ 5.24 428 $ -

As more fully described in Note 11, in connectioittmthe January 2011 Preferred Stock Offering, @loenpany issued warrants to purct
2,083,333 shares of common stock with an exeraise pf $3.25 per whole share of common stock.

Restricted Stock

A summary of the status of the Company’s non-veststticted stock awards as of December 31, 208@hanges during the two years ended
December 31, 2010, is presented below:

Weighted

Number Average
Restricted Stock Outstanding Exercise Price
Non-vested stock awards outstanding at January 1, 72,83 $ 2.84
Granted 67,10( 3.0¢
Vested and issue (56,339 2.7¢
Forfeited (5,000 3.3¢
Non-vested stock awards outstanding at December 3B, 78,59¢ 3.0¢€
Granted 113,24 3.1¢
Vested and issue (92,27¢) 2.8¢
Forfeited (22,166 3.0¢€
Non-vested stock awards outstanding at December 30 20 77,40( 3.47
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The fair values of stock options granted were estiah at the date of grant using the Black-Schaghtisio pricing model. The Black-Scholes
model was originally developed for use in estimgtime fair value of traded options, which haveatight characteristics from Celsion’s
nonqualified stock options. The model is also gamesto changes in assumptions, which can matgréfect the fair value estimate. The
Company used the following assumptions for deteimithe fair value of options granted under thecBi&choles option pricing model:

Year ended December 3,

2010 2009
Risk-free interest rat 0.80 to 3.24% 1.21 to 2.82%
Expected volatility 71.52%- 85.75% 71.28%- 77.17%
Expected life (in years 2.9-6.5 2.7-6.3
Expected dividend yiel 0.00% 0.00%

Expected volatilities utilized in the model are &&n historical volatility of the Comparsystock price. The risk free interest rate is dm
from values assigned to U.S. Treasury strips adighda in the Wall Street Journal in effect at three of grant. The model incorpora
exercise, pre-vesting and pagsting forfeiture assumptions based on analystsstbrical data. The expected life of the fisc@l@ and 20C
grants was generated using the simplified methalesed under Securities and Exchange Commissiafi &ccounting Bulletin No. 107.

Total compensation cost charged related to emplsy@ek options and novested restricted stock awards amounted to $1.[fomiaind $1.
million for the years ended December 31, 2010 &@b2respectively. No compensation cost relateshtovebased payments arrangements
capitalized as part of the cost of any asset aeBer 31, 2010 and 2009.

As of December 31, 2010, there was $1.3 milliontatél unrecognized compensation cost related tovested sharéased compensati
arrangements. That cost is expected to be recadjoizer a weighted-average period of 2.0 years.\idighted average gradgte fair values
the equity awards granted during the years endegbber 31, 2010 and 2009 were $2.19 and $1.8%cteely.

13. CELSION EMPLOYEE BENEFIT PLANS

Celsion maintains a definezbntribution plan under Section 401(k) of the Ins@rRevenue Code. The plan covers substantiallgraployee
over the age of 21. Participating employees magrdefportion of their pretax earnings, up to th& Bnual contribution limit. Commencing
the fourth quarter for 2008, the Company began ntp&i matching contribution up to a maximum of 3% efemployees annual salary and 1
Company’s total contribution in for the year endedcember 31, 2010 and 2009 was $60,949 and $83¢&fiectively. The Compary’
contribution was made in the form of Celsion comrstotk.

14. LICENSES OF INTELLECTUAL PROPERTY AND PATENTS

On November 10, 1999, the Company entered intaemd$ie agreement with Duke University under whigh @ompany received worldwi
exclusive rights (subject to certain exceptiongydmmercialize and use Dukethermally sensitive liposome technology. Thergeagreeme
contains annual royalty and minimum payment provisidue on net sales. The agreement also requiiledtonebased royalty paymer
measured by various events, including product dgrmeent stages, FDA applications and approvals,igorenarketing approvals a
achievement of significant sales. However, in leusuch milestone-based cash payments, Duke agoeadcept shares of the Company’
Common Stock to be issued in installments at time ttach milestone payment is due, with each instgit of shares to be calculated at
average closing price of the Common Stock durirg2® trading days prior to issuance.

The total number of shares issuable to Duke urideset provisions is subject to adjustment in cedases, and Duke has piggyback registr.
rights for public offerings taking place more thame year after the effective date of the licenseemgent. On January 31, 2003, the Com
issued 253,691 shares of Common Stock to Duke sityevalued at $2.2 million as payment for milesdbased royalties under this lice
agreement. An amendment to the Duke license agreommtains certain development and regulatory stolees, and other performa
requirements that the Company has met with regpettie use of the licensed technologies. The Compalh be obligated to make roya
payments based on sales to Duke upon commercializamtil the last of the Duke patents expire.r the years ended December 31, 200¢
2008, the Company has not incurred any expense timdeagreement and will not incur any future liigles until commercial sales commen
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Under the November 1999 license agreement with Ptilee Company has rights to the thermally sensiijpgesome technology, includii
Duke’'s US patents covering the technology as well asfaabign counter parts and related pending apptinat Foreign counterpi
applications have been issued in Europe, Hong Kangtralia and Canada and has been allowed in JdpenJapanese allowed applicatic
expected to issue without hindrance in March of120lhe European patent has been validated in Audelgium, France, Germany, Gi
Britain, Italy, Luxembourg, Monaco, Spain and Switand. In addition, the Duke license agreementiges the Company with rights
multiple issued and pending US patents relatetieddrmulation, method of making and use of heasisige liposomes. The Compasyfight:
under the license agreement with Duke Universitgmd for the life of the last-to-expire of the lised patents.

The Company has licensed from Valentis, CA cerggibal rights covering the use of pegylation fonperature sensitive liposomes.

In addition to the rights available to the Compamder completed or pending license agreementsCtmpany is actively pursing pat
protection for technologies developed by the Corgpaimong these patents is a family of pending W8 eternational patent applicatic
which seek to protect the Company’s proprietaryhmoétof storing ThermoDox® which is critical for wdwide distribution channels.

ThermoDox®is a registered trademark in the United States,eAtiga, Australia, Canada, China, Columbia, theopean Communitie
(Austria, Belgium, Bulgaria, Cyprus, Czech Republenmark, Estonia, Finland, France, Germany, GebBangary, Ireland, Italy, Kore
Latvia, Lithuania, Luxembourg, Malta, Netherlan®sland, Portugal, Romania, Slovakia, Slovenia, ispaweden, UK), Hong Kong, Isre
Japan, New Zealand, Peru, Philippines, Russia, aporg, South Korea and Taiwan. The Company hasteegd transliterations
ThermoDox®in China, Hong Kong, Japan, Singapore, South Kemed Taiwan. The Company has an additional 14 tradermrotectio
applications pending for ThermoDox® in countriesrlgdewide.

Finally, through proprietary information agreemewith employees, consultants and others, the Cognpaaks to protect its own propriet
know-how and trade secrets. The Company cannot offerasses that these confidentiality agreementsneillbe breached, that the Comp
will have adequate remedies for any breach, orttiede agreements, even if fully enforced, willdokequate to prevent thigharty use of th
Companys proprietary technology. Similarly, the Companywat guarantee that technology rights licensedt tbyi others will not b
successfully challenged or circumvented by thirdips, or that the rights granted will provide thempany with adequate protection.

15. LICENSING AGREEMENT

In the fourth quarter of 2008, the Company enténéala Development, Product Supply and Commer@tibn Agreement with Yakult Hons
under which Yakult was granted the exclusive rightommercialize and market ThermoDox® the Japanese market. We were paid a
million up-front licensing fee and we have the potential teiee additional payments from Yakult upon receptarketing approval by tl
Japanese Ministry of Health, Labor and Welfare el &s upon the achievement of certain levels lfssand approval for new indications.
will receive double digit escalating royalties tre tsale ThermoDox® Japan, when and if any such sales occur. Weevalsbe the exclusiv
supplier of ThermoDox® to Yakult.

Concurrent with the January 2011 Preferred Equityaiicing as discussed in Note 11 to the Finandie$ents, the Company amende
Development, Product Supply and Commercializatigne&ment with Yakult to provide for up to $4.0 moitl in an accelerated partial payrr
to the Company of a future drug approval milestdrtee terms of the agreement with Yakult providetfer payment to the Company of ¢
million upon the closing of the preferred equitpefncing and an additional $2.0 million conditiongabn the resumption of enrollment
Japanese patients in the Japan cohort of the HEAdy s In consideration of these accelerated nalestpayments from Yakult, the Comp
has agreed to reduce future drug approval milegpagements by approximately forty percent (40%).

On October 1, 2010, we were advised that aftererevig data from 401 patients enrolled in our pivéthase Il clinical study (the HE/
study) for ThermoDox®the DMC for this trial unanimously recommended tthet trial continue to enroll patients with the bofreaching th
600 patients required to complete the study. DMC, comprised of an independent group of medécad scientific experts, reviews st
data at regular intervals to ensure the safetyllgfaients enrolled in the trial, the quality dfet data collected, and the continued sciel
validity of the trial design. In addition, the DMi@as recommended, and confirmed such recommendatidsiovember 24, 2010, a hold
enroliment of additional patients in this trialdJapan in accordance with the requirements of theC3BMharter pending review by the DMC
certain safety and efficacy data as required byPtim@rmaceuticals and Medical Devices Agency (PMDAJapan.
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On February 9, 2011, after reviewing data from d&&domized patients enrolled in our pivotal PhdselEAT study, the DMC for this tri:
unanimously recommended that the trial continuentoll patients at all clinical sites except foosk in Japan with the goal of reaching the
patients required to complete the study. The DM@tiaues to review safety and efficacy data in atdance with the PMDA in Japan and
DMC's charter. We expect to complete patient enroltnierthe HEAT study in the first half of 2011 withe interim analysis complet
approximately 6 to 8 weeks later.

At this time, the Company is unable to determinatwi any, effect the catastrophic events resglfiom the March 11, 2011 earthquake and
Tsunami in Japan will have on the conduct or timuefe of the Phase Ill HEAT study or the DMC's reviefasafety and efficacy data.

16. OTHER INCOME

In November 2010, the Company was awarded a $2@4Giht under the Qualifying Therapeutic Discovergject (QTDP) program under
The Patient Protection and Affordable Care Act@f@ (PPACA). This maximum grant amount for a singlegram was awarded to Celsion
for its Thermodox® clinical development program,iethis currently conducting clinical trials for prary liver cancer and recurrent chest wall
breast cancer.

In January, 2006, Celsion contributed to its whalyned subsidiary, Celsion (Canada) Limited (“Caiqdall of the Company assets relatil
to its Adaptive Phased Array (“APAHicrowave technology for the treatment of breasicea. Also on that date, the Company entered i
Stock Purchase Agreement with the Comparigunder and former officer and director, Dr. Agtine Y. Cheung, whereby the Company
to Dr. Cheung all of the issued and outstandingeshaf capital stock of Canada for $20,000,000issudsed below. The Company also ag
to provide certain services to Canada pursuanfli@aasition Services Agreement between the CompadyCanada.

Under the Stock Purchase Agreement, all of thetalagtiock of Canada was transferred to Dr. Cheangkthange for a promissory note
by Dr. Cheung in favor of the Company in the przaiamount of $1,500,000 to be paid over a periodpoto 78 months and secured
pledge of 100,536 restricted shares of Celsion comsiock owned by Dr. Cheung and his wife and thraroitment of Canada, including
successors, to pay a 5% royalty on the net saleSaoBda up to $18,500,000. On November 25, 20@8]ifvcus, Inc. (“Medifocus”)a
company listed on the Toronto Exchange Company ¥-BM&-S), announced that it completed a transactioh ®#&nada to purchase 100%
the issued and outstanding shares of Canada.

The terms of the note receivable from Dr. Cheunly epecify an interest charge in the event thaiedaled payments are in arrears.
$1,500,000 note was therefore discounted at thmeprate in effect January 16, 2006 (7.25%) plugel.0r 8.25%, and the balance, ne
discount, of $1,146,428 was recorded in the firgratatements above. Interest income based onettisvable of $21,319 was recorded fol
year ended December 31, 2008. No interest incoaseracognized during 20C

The Company previously evaluated the likelihood tha receivable would be fully collected and agsult, an allowance was placed ag:
the note to reduce the balance to the estimaterbakizable value of the collateral underlying ttate. As of December 31, 2008 and Marct
2009, the Company reduced the carrying value ofitte to $221,179. In June 2009, the Compaumyanagement determined the note
uncollectable, wrote off the balance of $221,179 astained the 100,536 restricted shares of Cels@mmmon stock that was pledgec
collateral. The 100,536 shares of common stoclewalued at $435,321, or $4.33 per share, and tnaamsferred to treasury stock at cost.
treasury stocls cost value of $435,321 exceeded the net carmahge of the $221,179 note receivable and in J@®® 2he Company recorc
the difference of $214,142 as other income.
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17. CONTINGENT LIABILITIES AND COMMITMENTS

Following is a summary of the future minimum payitserequired under leases that have initial or reingilease terms of one year or mor
of December 31, 2010:

Capital
Leases
For the year ending December :

2011 $ 139,84t
2012 58,27(
2013 —
2014 —
2015 and beyond —
Total minimum lease paymer 198,11¢
Less amounts of lease payments that reprastenest 18,25(
Present value of future minimum capital lease pays 179,86¢
Less current obligations under capital leases 123,46
Long-term capital lease obligations $ 56,40:
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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 reference inRlegistration Statements on Forms S-8 (File Na&&3-B45680, 333-139784, 3327045
333-116435 and 333-67508) and on Form S-3 (File. Bi®3-158402, 333-115890, 333-108318, 333-100638;82450 and 3384710) o
Celsion Corporation of our report dated March 2312, with respect to the financial statements déiGe Corporation, included in the Ann
Report on Form 10-K for the year ended Decembe310.

/sl Stegman & Company
Baltimore, Maryland
March 24, 2011



Exhibit 31.1

CELSION CORPORATION
CERTIFICATION

[, Michael H. Tardugno, certify that:

1.

2.

| have reviewed this Annual Report on Forn-K of Celsion Corporatior

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, né¢adisg with respect to t
period covered by this repo

Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, andtf@ periods presented in this rep

The registrang’ other certifying officer(s) and | are responsifle establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15€&)) and internal control over financial repogtifas defined in Exchange Act R
13e15(f) and 15-15(f)) for the registrant and hay

€) Designed such disclosure controls @mededures, or caused such disclosure controlpertdures to be designed ur
our supervision, to ensure that material infornmratielating to the registrant, including its condated subsidiaries, is made known t
by others within those entities, particularly dgrithe period in which this report is being prepared

(b) Designed such internal control ovieramcial reporting, or caused such internal contedr financial reporting to |
designed under our supervision, to provide readenafsurance regarding the reliability of finanaborting and the preparation
financial statements for external purposes in ataoee with generally accepted accounting principles

(©) Evaluated the effectiveness of thgisteants disclosure controls and procedures and presentethis report oL
conclusions about the effectiveness of the discesontrols and procedures, as of the end of thegeovered by this report based
such evaluation; and

(d) Disclosed in this report any changethie registrans internal control over financial reporting thatcored during th
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annuabrg that has materially affected,
is reasonably likely to materially affect, the gant’s internal control over financial reportiragd

The registrang other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theveden:
functions):

(@) All significant deficiencies and miad¢ weaknesses in the design or operation of fatlecontrol over financial reportil
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial information; and

(b) Any fraud, whether or not materidiat involves management or other employees who lasgnificant role in tt
registrant’s internal control over financial repogt

Date: March 28, 2011 /s/ Michael H. Tardugn«

Michael H. Tardugnt
President and Chief Executive Offic



Exhibit 31.2

CELSION CORPORATION
CERTIFICATION

[, Jeffrey W. Church, certify that:

1.

2.

| have reviewed this Annual Report on Forn-K of Celsion Corporatior

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, né¢adisg with respect to t
period covered by this repo

Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, andtf@ periods presented in this rep

The registrang’ other certifying officer(s) and | are responsifle establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15€&)) and internal controls over financial repagt{as defined in Exchange Act Rt
13e15(f) and 15-15(f)) for the registrant and hay

€) Designed such disclosure costesld procedures, or caused such disclosure comnol procedures to be designed u
our supervision, to ensure that material infornmratielating to the registrant, including its condated subsidiaries, is made known t
by others within those entities, particularly dgrithe period in which this report is being prepared

(b) Designed such internal contratiofiancial reporting, or caused such internaltti@rover financial reporting to be desigi
under our supervision, to provide reasonable asseraegarding the reliability of financial repodimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(©) Evaluated the effectivenesshef tegistrant disclosure controls and procedures and presémtéds report our conclusio
about the effectiveness of the disclosure contanid procedures, as of the end of the period covlyethis report based on s
evaluation; and

(d) Disclosed in this report any charin the registrard’ internal control over financial reporting thatcoored during th
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annuabrg that has materially affected,
is reasonably likely to materially affect, the gant’s internal control over financial reportiragd

The registrang other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theveden:
functions):

(@) All significant deficiencies dmaterial weaknesses in the design or operatidntefnal control over financial reporti
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial information; and

(b) Any fraud, whether or not matgrithat involves management or other employees Whee a significant role in t
registrant’s internal control over financial repogt

March 28, 2011 / s/ Jeffrey W. Churc

Jeffrey W. Churct
Vice President and Chief Financial Offic



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 Celsion @anation (the “Company”) on Form I-{or the period ended December 31, 2010, as
with the Securities and Exchange Commission onbmuta March 28, 2011 (the “Report’l), Michael H. Tardugno, President and C
Executive Officer of the Company, certify, pursuemtlO U.S.C. § 1350, as adopted pursuant to §09@ite Sarbane®xley Act of 2002, tha
to my knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; a
2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of

Company.

March 28, 2011 /s/ Michael H. Tardugn
Michael H. Tardugnt
President and Chief Executive Offic

This certification accompanies each Report purst@m8906 of the Sarban&xley Act of 2002 and shall not, except to the ektequired b
the Sarbanes-Oxley Act of 2002, be deemed filetheyCompany for purposes of §18 of the SecuritieshBnge Act of 1934, as amended.

A signed original of this written statement reqdidey 8906 has been provided to the Company andbailtetained by the Company |
furnished to the Securities and Exchange Commissiats staff upon request.



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 Celsion @anation (the “Company”) on Form I-{or the period ended December 31, 2010, as
with the Securities and Exchange Commission onboutMarch 28, 2011 (the “Report), Jeffrey W. Church, Vice President and C
Financial Officer of the Company, certify, pursuamtlO U.S.C. § 1350, as adopted pursuant to §o9@ite Sarbane®xley Act of 2002, tha
to my knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; a
2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of

Company.

March 28, 2011 /sl Jeffrey W. Churc
Jeffrey W. Churct
Vice President and Chief Financial Offic

This certification accompanies each Report purst@m8906 of the Sarban&xley Act of 2002 and shall not, except to the ektequired b
the Sarbanes-Oxley Act of 2002, be deemed filetheyCompany for purposes of §18 of the SecuritieshBnge Act of 1934, as amended.

A signed original of this written statement reqdidey 8906 has been provided to the Company andbailtetained by the Company |
furnished to the Securities and Exchange Commissiats staff upon request.



