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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

[X]QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACTOF 1934

For the quarterly period ended September 30, 2018

OR

[  ]TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACTOF 1934

For the transition period from ____________ to ____________

Commission file number: 001-15911

CELSION CORPORATION

(Exact name of Registrant as specified in its charter)
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Delaware 52-1256615
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification Number)

997 Lenox Drive, Suite 100,

Lawrenceville, NJ 08648

(Address of principal executive offices)

(609) 896-9100

(Registrant’s telephone number, including area code)

NA

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days.

Yes [X] No [  ]

Indicate by check mark whether the Registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the Registrant was required to submit and post such files).

Yes [X] No [  ]

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
a smaller reporting company or an emerging growth company. See the definitions of “large accelerated filer,”
“accelerated filer”, “smaller reporting company” and “emerging growth company” in Rule 12b-2 of the Exchange Act
(Check One):
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Large accelerated filer [  ] Accelerated filer [  ]

Non-accelerated filer [  ] Smaller reporting company [X]

Emerging growth company [  ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. [  ]

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes [  ] No [X]

As of November 13, 2018, the Registrant had 18,731,834 shares of common stock, $0.01 par value per share,
outstanding.
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Forward-Looking Statements

This report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended and Section 21E of the Securities Exchange Act of 1934, as amended. All statements other than statements
of historical fact are “forward-looking statements” for purposes of this Quarterly Report on Form 10-Q, including,
without limitation, any projections of earnings, revenue or other financial items, any statements of the plans and
objectives of management for future operations (including, but not limited to, pre-clinical development, clinical trials,
manufacturing and commercialization), any statements concerning proposed drug candidates, potential therapeutic
benefits, or other new products or services, any statements regarding future economic conditions or performance, any
changes in the course of research and development activities and in clinical trials, any possible changes in cost and
timing of development and testing, capital structure, financial condition, working capital needs and other financial
items, any changes in approaches to medical treatment, any introduction of new products by others, any possible
licenses or acquisitions of other technologies, assets or businesses, our ability to realize the full extent of the
anticipated benefits of our acquisition of the assets of EGEN, Inc., including achieving operational cost savings and
synergies in light of any delays we may encounter in the integration process and additional unforeseen expenses, any
possible actions by customers, suppliers, partners, competitors and regulatory authorities, compliance with listing
standards of The NASDAQ Capital Market and any statements of assumptions underlying any of the foregoing. In
some cases, forward-looking statements can be identified by the use of terminology such as “may,” “will,” “expects,” “plans,”
“anticipates,” “estimates,” “potential” or “continue,” or the negative thereof or other comparable terminology. Although we
believe that our expectations are based on reasonable assumptions within the bounds of our knowledge of our
industry, business and operations, we cannot guarantee that actual results will not differ materially from our
expectations.

Our future financial condition and results of operations, as well as any forward-looking statements, are subject to
inherent risks and uncertainties, including, but not limited to, the risk factors set forth in Part II, Item 1A “Risk Factors”
below and for the reasons described elsewhere in this Quarterly Report on Form 10-Q. All forward-looking statements
and reasons why results may differ included in this report are made as of the date hereof and we do not intend to
update any forward-looking statements, except as required by law or applicable regulations. The discussion of risks
and uncertainties set forth in this Quarterly Report on Form 10-Q is not necessarily a complete or exhaustive list of all
risks facing us at any particular point in time. We operate in a highly competitive, highly regulated and rapidly
changing environment and our business is in a state of evolution. Therefore, it is likely that new risks will emerge, and
that the nature and elements of existing risks will change, over time. It is not possible for management to predict all
such risk factors or changes therein, or to assess either the impact of all such risk factors on our business or the extent
to which any individual risk factor, combination of factors, or new or altered factors, may cause results to differ
materially from those contained in any forward-looking statement.

Except where the context otherwise requires, in this Quarterly Report on Form 10-Q, the “Company,” “Celsion,” “we,” “us,”
and “our” refer to Celsion Corporation, a Delaware corporation and its wholly-owned subsidiary CLSN Laboratories,
Inc., also a Delaware corporation.
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Trademarks

The Celsion brand and product names, including but not limited to Celsion® and ThermoDox® contained in this
document are trademarks, registered trademarks or service marks of Celsion Corporation or its subsidiary in the
United States (“U.S.”) and certain other countries. This document also contains references to trademarks and service
marks of other companies that are the property of their respective owners.

ii

Edgar Filing: Celsion CORP - Form 10-Q

6



PART I: FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

CELSION CORPORATION

CONDENSED CONSOLIDATED

BALANCE SHEETS

September
30, 2018

December
31, 2017

(unaudited)
ASSETS

Current assets:
Cash and cash equivalents $3,371,303 $11,444,055
Investment securities - available for sale, at fair value 18,579,731 12,724,020
Accrued interest receivable on investment securities 76,746 54,440
Advances, deposits and other current assets 224,614 89,186

Subtotal current assets 22,252,394 24,311,701

Property and equipment (at cost, less accumulated depreciation and amortization of
$2,929,742 and $2,838,716, respectively) 166,523 175,771

Other assets:
In-process research and development 15,736,491 20,246,491
Other intangible assets, net 625,121 795,608
Goodwill 1,976,101 1,976,101
Patent licensing fees, deposits and other assets, net 155,324 8,761

Subtotal other assets 18,493,037 23,026,961

Total assets $40,911,954 $47,514,433

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED

BALANCE SHEETS

(Continued)

September 30,
2018

December 31,
2017

(unaudited)
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Accounts payable ─ trade $3,159,627 $3,416,863
Other accrued liabilities 2,140,128 2,282,827
Deferred revenue - current portion 500,000 500,000
Subtotal current liabilities 5,799,755 6,199,690

Earn-out milestone liability 8,970,854 12,538,525
Notes payable - non-current portion 9,319,579 -
Deferred revenue - non-current portion 1,625,000 2,000,000
Other liabilities - non-current portion 65,701 71,710

Total liabilities 25,780,889 20,809,925

Commitments and contingencies

Stockholders’ equity:
Preferred Stock - $0.01 par value (100,000 shares authorized; no shares issued or
outstanding at September 30, 2018 and December 31, 2017) - -

Common stock - $0.01 par value (112,500,000 shares authorized; 17,911,454 and
17,277,299 shares issued at September 30, 2018 and December 31, 2017,
respectively;17,911,120 and 17,276,965 shares outstanding at September 30, 2018
and December 31, 2017, respectively)

179,114 172,772

Additional paid-in capital 294,162,004 288,408,976
Accumulated other comprehensive gain (loss) 20,960 (10,164 )
Accumulated deficit (279,145,825) (261,781,888)
Subtotal 15,216,253 26,789,696

Treasury stock, at cost (334 shares at September 30, 2018 and December 31, 2017) (85,188 ) (85,188 )

Total stockholders’ equity 15,131,065 26,704,508
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Total liabilities and stockholders’ equity $40,911,954 $47,514,433

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED

STATEMENTS OF OPERATIONS

(Unaudited)

Three Months Ended

September 30,

Nine Months Ended

September 30,
2018 2017 2018 2017

Licensing revenue $125,000 $125,000 $375,000 $375,000

Operating expenses:
Research and development 2,187,317 3,348,847 9,521,937 9,870,754
General and administrative 1,959,903 1,174,250 7,167,740 4,291,482
Total operating expenses 4,147,220 4,523,097 16,689,677 14,162,236

Loss from operations (4,022,220 ) (4,398,097) (16,314,677) (13,787,236)

Other (expense) income:
Gain from change in valuation of
earn-out milestone liability 4,114,995 1,246,151 3,567,671 670,172

Impairment of in-process research and development (4,510,000 ) (2,520,000) (4,510,000 ) (2,520,000 )
Investment income 106,565 524 253,750 3,941
Interest expense (345,728 ) - (360,759 ) (91,756 )
Other income 2 93 78 3,545
Total other (expense) income, net (634,166 ) (1,273,232) (1,049,260 ) (1,934,098 )

Net loss (4,656,386 ) (5,671,329) (17,363,937) (15,721,334)

Deemed dividend related to warrant modification - - - (345,685 )

Net loss attributable to common shareholders $(4,656,386 ) $(5,671,329) $(17,363,937) $(16,067,019)

Net loss per common share
Basic and diluted $(0.26 ) $(0.70 ) $(1.00 ) $(3.04 )

Weighted average shares outstanding
Basic and diluted 17,801,230 8,054,658 17,447,921 5,171,699
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See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED

STATEMENTS OF COMPREHENSIVE LOSS

(Unaudited)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2018 2017 2018 2017
Other comprehensive (loss) gain

Changes in:
Realized gain on investment securities
recognized in investment income, net $(2,788 ) $─ $(11,125 ) $─

Unrealized gain on investment securities 29,665  ─ 42,249  ─

Change in unrealized gain on available for sale securities 26,877  ─ 31,124  ─

Net loss (4,656,386) (5,671,329) (17,363,937) (15,721,334)

Comprehensive loss $(4,629,509) $(5,671,329) $(17,332,813) $(15,721,334)

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED

STATEMENTS OF CASH FLOWS

(Unaudited)

Nine Months Ended

September 30,
2018 2017

Cash flows from operating activities:

Net loss $(17,363,937) $(15,721,334)

Non-cash items included in net loss:
Depreciation and amortization 261,513 511,587
Change in fair value of earn-out milestone liability (3,567,671 ) (670,172 )
Impairment of in-process research and development 4,510,000 2,520,000
Recognition of deferred revenue (375,000 ) (375,000 )
Stock-based compensation costs 3,985,829 951,488
Restricted shares issued 29,841 -
Amortization of deferred finance charges and debt discount
associated with notes payable 101,695 35,370

Change in deferred rent liability (6,009 ) 61,328
Net changes in:
Accrued interest on investment securities (22,306 ) 4,008
Advances, deposits and other current assets (231,991 ) 115,106
Accounts payable and accrued liabilities (399,935 ) 134,440
Net cash (used in) operating activities: (13,077,971) (12,433,179)

Cash flows from investing activities:
Purchases of investment securities (15,574,587) -
Proceeds from sale and maturity of investment securities 9,750,000 1,680,000
(Deposit) refund on corporate office lease (50,000 ) 100,000
Purchases of property and equipment (81,778 ) (21,126 )
Net cash (used in) provided by investing activities (5,956,365 ) 1,758,874

Cash flows from financing activities:
Proceeds from sale of common stock equity, net of issuance costs 1,236,584 8,405,190
Proceeds from notes payable, net of issuance costs 9,725,000 -
Proceeds from exercise of common stock warrants - 4,925,886
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Principal payments on notes payable - (2,595,923 )
Net cash provided by financing activities 10,961,584 10,735,153

(Decrease) increase in cash and cash equivalents (8,072,752 ) 60,848
Cash and cash equivalents at beginning of period 11,444,055 2,624,162
Cash and cash equivalents at end of period $3,371,303 $2,685,010

Supplemental disclosures of cash flow information:
Interest paid $259,064 $56,386

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED

STATEMENTS OF CASH FLOWS (continued)

(Unaudited)

Nine Months
Ended

September 30,
2018 2017

Non-cash financing activities:
Fair value of common stock issued as equity issuance costs and charged against paid in capital $450,000 $ -
Fair value of warrants issued in connection with notes payable 507,116 -

$957,116 $ -

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS

(UNAUDITED)

FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2018 AND 2017

Note 1. Business Description

Celsion Corporation, a Delaware corporation based in Lawrenceville, New Jersey, and its wholly owned subsidiary,
CLSN Laboratories, Inc., also a Delaware corporation, referred to herein as “Celsion”, “we”, or “the Company,” as the
context requires, is a fully-integrated, development stage oncology drug company focused on developing a portfolio of
innovative cancer treatments, including directed chemotherapies, immunotherapies and RNA- or DNA-based
therapies. Our lead program is ThermoDox®, a proprietary heat-activated liposomal encapsulation of doxorubicin,
currently in Phase III development for the treatment of primary liver cancer. Our product pipeline also includes
GEN-1, a DNA-based immunotherapy for the localized treatment of ovarian and brain cancers. Our product pipeline is
based on three platform technologies that have demonstrated the potential to address a broad range of solid tumor
cancer indications including novel nucleic acid-based immunotherapies, anti-cancer DNA or RNA therapies, and heat
sensitive liposomal formulations of known chemotherapeutics. With these technologies we are working to develop
and commercialize efficient, effective and targeted therapeutics that minimize the side-effects common to cancer
treatments.

Note 2. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements, which include the accounts of Celsion
Corporation and its wholly owned subsidiary CLSN Laboratories, Inc, have been prepared in accordance with
generally accepted accounting principles in the United States (GAAP) for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. All intercompany balances and transactions have been
eliminated. Certain information and disclosures normally included in financial statements prepared in accordance with
GAAP have been condensed or omitted pursuant to such rules and regulations.
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In the opinion of management, all adjustments, consisting only of normal recurring accruals considered necessary for
a fair presentation, have been included in the accompanying unaudited condensed consolidated financial statements.
Operating results for the three and nine-month periods ended September 30, 2018 are not necessarily indicative of the
results that may be expected for any other interim period(s) or for any full year. For further information, refer to the
financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the fiscal year
ended December 31, 2017 filed with the Securities and Exchange Commission (SEC) on March 27, 2018.

The preparation of financial statements in conformity with GAAP requires management to make judgments,
estimates, and assumptions that affect the amount reported in the Company’s financial statements and accompanying
notes. Actual results could differ materially from those estimates. Events and conditions arising subsequent to the
most recent balance sheet date have been evaluated for their possible impact on the financial statements and
accompanying notes. No events and conditions would give rise to any information that required accounting
recognition or disclosure in the financial statements other than those arising in the ordinary course of business.

Note 3. Financial Condition and Business Plan

Since inception, the Company has incurred substantial operating losses, principally from expenses associated with the
Company’s research and development programs, clinical trials conducted in connection with the Company’s product
candidates, and applications and submissions to the U.S. Food and Drug Administration. We have not generated
significant revenue and have incurred significant net losses in each year since our inception. We have incurred
approximately $279 million of cumulated net losses. As of September 30, 2018, we had approximately $22.0 million
in cash, investment securities and interest receivable. We have substantial future capital requirements to continue our
research and development activities and advance our product candidates through various development stages. The
Company believes these expenditures are essential for the commercialization of its technologies.

7
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The Company expects its operating losses to continue for the foreseeable future as it continues its product
development efforts, and when it undertakes marketing and sales activities. The Company’s ability to achieve
profitability is dependent upon its ability to obtain governmental approvals, manufacture, and market and sell its new
product candidates. There can be no assurance that the Company will be able to commercialize its technology
successfully or that profitability will ever be achieved. The operating results of the Company have fluctuated
significantly in the past. We have substantial future capital requirements associated with our continued research and
development activities and to advance our product candidates through various stages of development. The Company
believes these expenditures are essential for the commercialization of its technologies.

The actual amount of funds the Company will need to operate is subject to many factors, some of which are beyond
the Company’s control. These factors include the following:

●the progress of research activities;

●the number and scope of research programs;

●the progress of preclinical and clinical development activities;

●the progress of the development efforts of parties with whom the Company has entered into research anddevelopment agreements;

●the costs associated with additional clinical trials of product candidates;

●the ability to maintain current research and development licensing arrangements and to establish new research anddevelopment and licensing arrangements;

●the ability to achieve milestones under licensing arrangements;

●the costs involved in prosecuting and enforcing patent claims and other intellectual property rights; and

●the costs and timing of regulatory approvals.

The Company has based its estimate on assumptions that may prove to be wrong. The Company may need to obtain
additional funds sooner or in greater amounts than it currently anticipates. Potential sources of financing include
strategic relationships, public or private sales of the Company’s shares or debt, the sale of its State of New Jersey net
operating losses and other sources. If the Company raises funds by selling additional shares of common stock or other
securities convertible into common stock, the ownership interest of existing stockholders may be diluted.

Annually, the State of New Jersey enables approved technology and biotechnology businesses with New Jersey net
operating tax losses the opportunity to sell these losses through the Technology Business Tax Certificate Program (the
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“NOL Program”), thereby providing cash to companies to help fund their operations. The Company determined it met
the eligibility requirements of the NOL Program for 2018 and filed its application with the New Jersey Economic
Development Authority (NJEDA) in June 2018. In this application, the Company requested authorization of up to
$12.5 million in cumulative New Jersey net operating losses to be eligible for sale. In September 2018, the NJEDA
notified the Company that its application received approval under the NOL Program for 2018. The Company expects
that the successful transfer of these credits will result in receipt of approximately $10 million in net cash proceeds to
the Company prior to the end of 2018.

With $22.0 million in cash, investment securities and interest receivable at September 30, 2018 and the impending
sale of its New Jersey NOLs, the Company believes it has sufficient capital resources to fund its operations into the
fourth quarter of 2020. The Company will be required to obtain additional funding in order to continue the
development of its current product candidates within the anticipated time periods, if at all, and to continue to fund
operations. As more fully discussed in Note 11, the Company has $15.0 million available for future sale of equity
securities under a common stock purchase agreement with Aspire Capital Fund, LLC.

8
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Note 4. New Accounting Pronouncements

From time to time, new accounting pronouncements are issued by Financial Accounting Standards Board (FASB) and
are adopted by us as of the specified effective date. Unless otherwise discussed, we believe that the impact of recently
issued accounting pronouncements will not have a material impact on the Company’s consolidated financial position,
results of operations, and cash flows, or do not apply to our operations.

In May 2014, the FASB issued Accounting Standards Update (ASU) No. 2014-09 “Revenue from Contracts with
Customers (Topic 606),” which supersedes all existing revenue recognition requirements, including most
industry-specific guidance. The new standard requires a company to recognize revenue when it transfers goods or
services to customers in an amount that reflects the consideration that the company expects to receive for those goods
or services. ASU 2014 - 09 was originally going to be effective on January 1, 2017; however, the FASB issued ASU
2015-14, “Revenue from Contracts with Customers (Topic 606) - Deferral of the Effective Date,” which deferred the
effective date of ASU 2014-09 by one year to January 1, 2018. In March 2016, the FASB issued ASU No. 2016 - 8,
“Revenue from Contracts with Customers (Topic 606): Principal versus Agent Considerations. The amendments in this
ASU do not change the core principle of ASU No. 2014 - 09 but the amendments clarify the implementation guidance
on reporting revenue gross versus net. The effective date for the amendments in this ASU is the same as the effective
date of ASU No. 2014-09. In April 2016, the FASB issued ASU No. 2016-10, “Revenue from Contracts with
Customers (Identifying Performance Obligations and Licensing),” to clarify the implementation guidance on
identifying performance obligations and licensing (collectively “the new revenue standards”). The new revenue
standards allow for either “full retrospective” adoption, meaning the standard is applied to all periods presented, or
“modified retrospective” adoption, meaning the standard is applied only to the most current period presented in the
financial statements. The new revenue standard became effective for us on January 1, 2018. Under the new revenue
standards, we recognize revenue following a five-step model prescribed under ASU No. 2014-09; (i) identify
contract(s) with a customer; (ii) identify the performance obligations in the contract; (iii) determine the transaction
price; (iv) allocate the transaction price to the performance obligations in the contract; and (v) recognize revenues
when (or as) we satisfy the performance obligation. As further described in Note 15, the Company currently has only
one contract subject to the new revenue standards. After performance of the five-step model discussed above, the
Company concluded the adoption of the new revenue standards as of January 1, 2018 did not change our revenue
recognition policy nor does it have an effect on our financial statements using either the full retrospective or the
modified retrospective adoption methods.

In January 2016, the FASB issued Accounting Standards Update No. 2016-01, “Recognition and Measurement of
Financial Assets and Financial Liabilities,” which requires that most equity investments be measured at fair value, with
subsequent changes in fair value recognized in net income (other than those accounted for under the equity method of
accounting). This guidance is effective for fiscal years, and interim periods within those years, beginning after
December 15, 2017. Based on the Company’s evaluation, the adoption of the ASU 2016-01 does not have a material
impact on its consolidated financial statements or its disclosures.
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In February 2016, the FASB issued Accounting Standards Update No. 2016-02, “Leases” (Topic 842), which requires
that lessees recognize assets and liabilities for leases with lease terms greater than twelve months in the statement of
financial position. Leases will be classified as either finance or operating, with classification affecting the pattern of
expense recognition in the income statement. This update also requires improved disclosures to help users of financial
statements better understand the amount, timing and uncertainty of cash flows arising from leases. The update is
effective for fiscal years beginning after December 15, 2018, including interim reporting periods within that reporting
period. Early adoption is permitted. We are evaluating the impact of ASU 2016-2, which we plan to adopt on January
1, 2019, on our consolidated financial statements. To date, we have identified all of our leases which consist of the
New Jersey corporate office lease and the Alabama lab facility lease, and we anticipate that adoption of ASU 2016-2
will result in the recognition of additional assets and lease liabilities, along with the associated recognition of
amortization expense for the right-to-use assets.

In August 2016, the FASB issued Accounting Standard Update No. 2016-15, “Statement of Cash Flows (Topic 230):
Classification of Certain Cash Receipts and Cash Payments.” This update clarifies how certain cash receipts and
payments should be presented in the statement of cash flows and is effective for interim and annual reporting periods
beginning after December 15, 2017, with early adoption permitted. Based on the Company’s evaluation, the adoption
of the ASU 2016-01 did not have a material impact on its consolidated financial statements or its disclosures.

In November 2016, the FASB issued Accounting Standard Update No. 2016-18, Statement of Cash Flows (Topic
230): Restricted Cash. This update amends the guidance in ASC 230, including providing additional guidance related
to transfers between cash and restricted cash and how entities present, in their statement of cash flows, the cash
receipts and cash payments that directly affect the restricted cash accounts. This guidance is effective for annual
reporting periods beginning after December 15, 2017, and interim periods within those years, with early adoption
permitted. Based on the Company’s evaluation, the adoption of the ASU 2016 - 01 did not have a material impact on
its consolidated financial statements or its disclosures.

9
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In January 2017, the FASB issued Accounting Standard Update No. 2017-01, “Business Combinations (Topic 805):
Clarifying the Definition of a Business,” which clarifies the definition of a business with the objective of adding
guidance to assist entities with evaluating whether transactions should be accounted for as acquisitions (or disposals)
of assets or businesses. This guidance is effective for annual reporting periods beginning after December 15, 2018,
and interim periods within those years, with early adoption permitted. The Company does not believe the adoption of
ASU 2017-01 will have an impact on our financial statement or disclosures.

In January 2017, the FASB issued Accounting Standard Update No. 2017-04, “Intangibles-Goodwill and Other,
Simplifying the Test for Goodwill Impairment,” which eliminated Step 2 from the goodwill impairment test. Under the
revised test, an entity should perform its annual, or interim, goodwill impairment test by comparing the fair value of a
reporting unit with its carrying amount. An entity should recognize an impairment charge for the amount by which the
carrying amount exceeds the reporting unit’s fair value; however, the loss recognized should not exceed the total
amount of goodwill allocated to that reporting unit. This ASU is effective for any interim or annual impairment tests
for fiscal years beginning after December 15, 2019, with early adoption permitted. The Company adopted this method
for its impairment testing of goodwill during 2017 and 2018. Based on the Company’s evaluation, the adoption of the
ASU 2017-04 did not have any material impact on its consolidated financial statements or its disclosures.

Note 5. Net Loss per Common Share

Basic loss per share is calculated based upon the net loss available to common shareholders divided by the weighted
average number of common shares outstanding during the period. Diluted loss per share is calculated after adjusting
the denominator of the basic earnings per share computation for the effects of all dilutive potential common shares
outstanding during the period. The dilutive effects of preferred stock, options and warrants and their equivalents are
computed using the treasury stock method.

The total number of shares of common stock issuable upon exercise of warrants, stock option grants and equity
awards were 6,496,261 and 6,208,389 shares for the three and nine-month periods ended September 30, 2018 and
2017, respectively. For the three and nine month periods ended September 30, 2018 and 2017, diluted loss per
common share was the same as basic loss per common share as all options and all warrants that were exercisable into
shares of the Company’s common stock were excluded from the calculation of diluted earnings attributable to common
shareholders per common share as their effect would have been anti-dilutive.

Note 6. Fair Value of Financial Instruments
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Short-term investments available for sale of $18,579,731 and $12,724,020 as of September 30, 2018 and December
31, 2017, respectively, consist of money market funds, commercial paper, corporate debt securities, and government
agency debt securities. These investments are valued at estimated fair value, with unrealized gains and losses reported
as a separate component of stockholders’ equity in accumulated other comprehensive loss.

Securities available for sale are evaluated periodically to determine whether a decline in their value is other than
temporary. The term “other than temporary” is not intended to indicate a permanent decline in value. Rather, it means
that the prospects for near term recovery of value are not necessarily favorable, or that there is a lack of evidence to
support fair values equal to, or greater than, the carrying value of the security. Management reviews criteria such as
the magnitude and duration of the decline, as well as the reasons for the decline, to predict whether the loss in value is
other than temporary. Once a decline in value is determined to be other than temporary, the value of the security is
reduced and a corresponding charge to earnings is recognized.

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

September 30, 2018 December 31, 2017
Cost Fair Value Cost Fair Value

Short-term investments
Certificate of deposit $3,128,390 $3,144,875 $- $-
Corporate debt securities 15,430,381 15,434,856 12,734,184 12,724,020
Total $18,558,771 $18,579,731 $12,734,184 12,724,020
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September 30, 2018 December 31, 2017
Cost Fair Value Cost Fair Value

Short-term investment maturities
Within 3 months $5,714,421 $5,724,554 $- $-
Between 3-12 months 12,844,350 12,855,177 12,734,184 12,724,020
Total $18,558,771 $18,579,731 $12,734,184 $12,724,020

The following table shows the Company’s investment securities gross unrealized gains (losses) and fair value by
investment category and length of time that individual securities have been in a continuous unrealized loss position at
September 30, 2018 and December 31, 2017. The Company has reviewed individual securities to determine whether a
decline in fair value below the amortizable cost basis is other than temporary.

September 30, 2018 December 31, 2017

Available for sale securities (all unrealized holding gains
and losses are less than 12 months at date of measurement) Fair Value

Unrealized

Holding

Gains

(Losses)

Fair Value

Unrealized

Holding

Gains

(Losses)

Investments with unrealized gains $10,845,595 $ 27,352 $748,148 $ 570
Investments with unrealized losses 7,734,136 (6,392 ) 11,975,872 (10,734 )
Total $18,579,731 $ 20,960 $12,724,020 $ (10,164 )

Investment income, which includes net realized losses on sales of available for sale securities and investment income
interest and dividends, is summarized as follows:

Three Months
Ended

September 30,
2018 2017

Interest and dividends accrued and paid $103,777 $524
Realized gains 2,788 -
Investment income, net $106,565 $524

Nine Months
Ended
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September 30,
2018 2017

Interest and dividends accrued and paid $242,625 $3,941
Realized gains 11,125 -
Investment income, net $253,750 $3,941

Note 7. Fair Value Measurements

FASB Accounting Standards Codification (ASC) Section 820 “Fair Value Measurements and Disclosures,” establishes a
three-level hierarchy for fair value measurements which requires an entity to maximize the use of observable inputs
and minimize the use of unobservable inputs when measuring fair value. The three levels of inputs that may be used to
measure fair value are as follows:

Level 1: Quoted prices (unadjusted) or identical assets or liabilities in active markets that the entity has the ability to
access as of the measurement date;

Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data; and

Level 3: Significant unobservable inputs that reflect a reporting entity’s own assumptions that market participants
would use in pricing an asset or liability.

11
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The fair values of securities available for sale are determined by obtaining quoted prices on nationally recognized
exchanges (Level 1 inputs) or matrix pricing, which is a mathematical technique widely used in the industry to value
debt securities without relying exclusively on quoted prices for the specific securities but rather by relying on the
securities’ relationship to other benchmark quoted securities (Level 2 inputs).

Cash and cash equivalents, other current assets, accounts payable and other accrued liabilities are reflected in the
condensed consolidated balance sheet at their approximate estimated fair values primarily due to their short-term
nature. There were no transfers of assets or liabilities between Level 1 and Level 2 and no transfers in or out of Level
3 during the nine months ended September 30, 2018 or 2017. All changes in Level 3 liabilities were the result of
changes in the fair value of the earn-out milestone liability included in earnings (see Note 13).

Assets and liabilities measured at fair value are summarized below:

Total Fair
Value

Quoted Prices

In Active
Markets

For Identical
Assets/Liabilities
(Level 1)

Significant
Other
Observable
Inputs

(Level 2)

Significant
Unobservable
Inputs

(Level 3)

Assets:

Recurring items as of September 30, 2018
Investment securities, available for sale $18,579,731 $ 18,579,731 $ ─ $ ─

Recurring items as of December 31, 2017
Investment securities, available for sale $12,724,020 $ 12,724,020 $ ─ $ ─

Liabilities:

Recurring items as of September 30, 2018
Earn-out milestone liability (Note 13) $8,970,854 $ ─ $ ─ $ 8,970,854

Recurring items as of December 31, 2017
Earn-out milestone liability (Note 13) $12,538,525 $ ─ $ ─ $ 12,538,525

Note 8. Acquisition of EGEN Assets
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On June 20, 2014, we completed the acquisition of substantially all of the assets of EGEN, Inc., an Alabama
corporation, which has changed its company name to EGWU, Inc. after the closing of the acquisition (“EGEN”),
pursuant to an Asset Purchase Agreement dated as of June 6, 2014, by and between EGEN and Celsion (the “Asset
Purchase Agreement”). We acquired all of EGEN’s right, title and interest in and to substantially all of the assets of
EGEN, including cash and cash equivalents, patents, trademarks and other intellectual property rights, clinical data,
certain contracts, licenses and permits, equipment, furniture, office equipment, furnishings, supplies and other tangible
personal property. In addition, CLSN Laboratories assumed certain specified liabilities of EGEN, including the
liabilities arising out of the acquired contracts and other assets relating to periods after the closing date.
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The total purchase price for the asset acquisition is up to $44.4 million, including potential future earnout payments of
up to $30.4 million contingent upon achievement of certain earnout milestones set forth in the Asset Purchase
Agreement. At the closing, we paid approximately $3.0 million in cash after the expense adjustment and issued
193,728 shares of our common stock to EGEN. The shares of common stock were issued in a private transaction
exempt from registration under the Securities Act, pursuant to Section 4 (2) thereof. In addition, 47,862 shares of
common stock were held back by us at the closing and are issuable to EGEN pending satisfactory resolution of any
post-closing adjustments for expenses or in relation to EGEN’s indemnification obligations under the Asset Purchase
Agreement (the “Holdback Shares”). These shares were issued to EGEN on June 16, 2017.

After its review in 2017, management concluded that there was no immediate opportunity to out-license TheraSilence.
Because of this analysis, the earnout payments were adjusted prior to 2017. In conjunction with its review,
management determined the earnout payments may be up to $24.4 million that may become payable, in cash, shares
of our common stock or a combination thereof, at our option, upon achievement of the remaining two major milestone
events as follows:

●$12.4 million will become payable upon achieving certain specified development milestones relating to an ovariancancer study of GEN-1 (formerly known as EGEN-001) to be conducted by us or our subsidiary; and

●$12.0 million will become payable upon achieving certain specified development milestones relating to a GEN-1glioblastoma multiforme brain cancer study to be conducted by us or our subsidiary.

The following table summarizes the fair values of these assets acquired and liabilities assumed related to the
acquisition.

Property and equipment, net $35,000
In-process research and development 24,211,000
Other Intangible assets (Covenant not to compete) 1,591,000
Goodwill 1,976,000
Total assets: 27,813,000
Accounts payable and accrued liabilities (235,000 )
Net assets acquired $27,578,000

Acquired in-process research and development (IPR&D) consists of EGEN’s drug technology platforms: TheraPlas
and TheraSilence. The fair value of the IPR&D drug technology platforms was estimated to be $24.2 million as of the
acquisition date. As of the closing of the acquisition, the IPR&D was considered indefinite lived intangible assets and
will not be amortized. IPR&D is reviewed for impairment at least annually as of our third quarter ended September
30, and whenever events or changes in circumstances indicate that the carrying value of the assets might not be
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recoverable.

At December 31, 2016, the Company determined one of the IPR&D assets related to the development of its RNA
delivery system being developed with collaborators using their RNA product candidates may be impaired and after an
assessment, the Company concluded that this asset, valued at $1.4 million, was impaired. Therefore, the Company
wrote off the value of this IPR&D asset, incurring a non-cash charge of $1.4 million in the fourth quarter of 2016.

At September 30, 2018 and 2017, after the Company’s annual assessments of the totality of the events that could
impair IPR&D, the Company determined certain IPR&D assets related to the development of its glioblastoma
multiforme cancer (GBM) product candidate may be impaired. To arrive at this determination, the Company assessed
the status of studies in GBM conducted by its competitors and the Company’s strategic commitment of resources to its
studies in primary liver cancer and ovarian cancer. The Company estimated the fair value of the IPR&D related to
GBM at September 30, 2018 and 2017 using the multi-period excess earnings method (MPEEM). After its assessment
on September 30, 2017, the Company concluded that the GBM asset, valued at $9.4 million, was partially impaired
and wrote down the GBM asset to $6.9 million on September 30, 2017, incurring a non-cash charge of $2.5 million in
the third quarter of 2017. In connection with the write down of this IPR&D asset on September 30, 2017, the
Company concluded there was a reduced probability of payments of the earn-out milestones associated with the GBM
asset and therefore reduced the earn-out milestone liability from $13.8 million to $12.5 million, recording a non-cash
gain of approximately $1.3 million in the third quarter of 2017. After its assessment on September 30, 2018, the
Company concluded that the GBM asset, valued at $6.9 million, was partially impaired and wrote down the GBM
asset to $2.4 million on September 30, 2018, incurring a non-cash charge of $4.5 million in the third quarter of 2018.
In connection with the write down of this IPR&D asset, the Company concluded there was a reduced probability of
payment of the earn-out milestones associated with the GBM asset and therefore reduced the earn-out milestone
liability from $13.1 million to $9.0 million, recording a non-cash gain of approximately $4.1 million in the third
quarter of 2018.
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As no other indicators of impairment existed during the first nine months of 2018, the Company concluded none of
the other IPR&D assets were impaired at September 30, 2018.

Pursuant to the EGEN Purchase Agreement, EGEN provided certain covenants (“Covenant Not To Compete”) to the
Company whereby EGEN agreed, during the period ending on the seventh anniversary of the closing date of the
acquisition on June 20, 2014, not to enter into any business, directly or indirectly, which competes with the business
of the Company nor will it contact, solicit or approach any of the employees of the Company for purposes of offering
employment. The Covenant Not To Compete which was valued at approximately $1.6 million at the date of the EGEN
acquisition has a definitive life and is amortized on a straight-line basis over its life of 7 years. The Company
recognized amortization expense of $56,829 and $170,487 in each of the three and nine-month periods ended
September 30, 2018 and 2017, respectively. The carrying value of the Covenant Not to Compete was $625,121, net of
$966,093 accumulated amortization, as of September 30, 2018 and $795,608, net of $795,606 accumulated
amortization, as of December 31, 2017

The purchase price exceeded the estimated fair value of the net assets acquired by approximately $2.0 million which
was recorded as Goodwill. Goodwill represents the difference between the total purchase price for the net assets
purchased from EGEN and the aggregate fair values of tangible and intangible assets acquired, less liabilities
assumed. Goodwill is reviewed for impairment at least annually as of our third quarter ended September 30 or sooner
if we believe indicators of impairment exist. As of September 30, 2018, we concluded that the Company’s fair value
exceeded its carrying value therefore “it is not more likely than not” that the Goodwill was impaired.

Note 9. Accrued Liabilities

Other accrued liabilities as of September 30, 2018 and December 31, 2017 include the following:

September
30, 2018

December
31, 2017

Amounts due to contract research organizations and
other contractual agreements $730,811 $665,373

Accrued payroll and related benefits 1,048,077 1,258,265
Accrued professional fees 341,240 264,668
Other 20,000 94,521
Total $2,140,128 $2,282,827

Note 10. Note Payable
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Horizon Credit Agreement

On June 27, 2018, the Company entered into a loan agreement with Horizon Technology Finance Corporation
(“Horizon”) that provided $10 million in new capital (the “Horizon Credit Agreement”). The Company drew down $10
million upon closing of the Horizon Credit Agreement on June 27, 2018. The Company will use the funding provided
under the Horizon Credit Agreement for working capital and advancement of its product pipeline.

The obligations under the Horizon Credit Agreement are secured by a first-priority security interest in substantially all
assets of Celsion other than intellectual property assets. The obligations will bear interest at a rate calculated based on
one-month LIBOR plus 7.625%. Payments under the loan agreement are interest only for the first twenty-four (24)
months after loan closing, followed by a 24-month amortization period of principal and interest through the scheduled
maturity date. At its option, the Company can prepay all of the outstanding principal balance by prepaying the
outstanding principal balance and an amount equal to 1-3% of the outstanding principal balance at that time, based on
the amount of time prior to the maturity date of the notes.

The Horizon Credit Agreement contains customary representations, warranties and affirmative and negative covenants
including, among other things, covenants that limit or restrict Celsion’s ability to grant liens, incur indebtedness, make
certain restricted payments, merge or consolidate and make dispositions of assets. Upon the occurrence of an event of
default under the Horizon Credit Agreement, the lenders may cease making loans, terminate the Horizon Credit
Agreement, declare all amounts outstanding to be immediately due and payable and foreclose on or liquidate Celsion’s
assets that comprise the lenders’ collateral. The Horizon Credit Agreement specifies a number of events of default
(some of which are subject to applicable grace or cure periods), including, among other things, non-payment defaults,
covenant defaults, a material adverse effect on Celsion or its assets, cross-defaults to other material indebtedness,
bankruptcy and insolvency defaults and material judgment defaults.
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As a fee in connection with the Horizon Credit Agreement, Celsion issued Horizon warrants exercisable for a total of
190,114 shares of Celsion’s common stock (the “Horizon Warrants”) at a per share exercise price of $2.63. The Horizon
Warrants are immediately exercisable for cash or by net exercise from the date of grant and will expire after ten years
from the date of grant. Celsion is required to register the common stock underlying the Horizon Warrants within 90
days from the date of grant and use its best efforts to keep it effective. The Company valued the Horizon Warrants
issued using the Black-Scholes option pricing model and recorded a total of $507,116 as a direct deduction from the
debt liability consistent with the presentation of a debt discount and are being amortized as interest expense using the
effective interest method over the life of the loan.

In connection with the Horizon Credit Agreement, the Company incurred financing fees and expenses totaling
$175,000 which are recorded and classified as debt discount. In addition, the Company paid loan origination fees of
$100,000 which has been recorded and classified as debt discount. These debt discount amounts totaling $782,116 are
being amortized as interest expense using the effective interest method over the life of the loan. Also, in connection
with each of the Horizon Credit Agreements, the Company is required to pay an end of term charge equal to 4.0% of
the original loan amount at time of maturity. Therefore, these amounts totaling $400,000 are being amortized as
interest expense using the effective interest method over the life of the loan.

For the three and nine-month periods ended September 30, 2018 the Company incurred $248,270 and $259,064,
respectively, in interest expense and amortized $97,458 and $101,695, respectively, as interest expense for debt
discounts and end of term charges in connection with the Horizon Credit Agreement.

Following is a schedule of future principle payments, net of unamortized debt discounts and amortized end of term
charges, due on the Horizon Credit Agreement:

For the
year ending

September
30

2019 $-
2020 -
2021 4,583,333
2022 5,000,000
2023 and thereafter 416,667
Subtotal of future principle payments 10,000,000
Unamortized debt issuance costs, net (680,421 )
Total $9,319,579
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Hercules Credit Agreement

In November 2013, the Company entered into a loan agreement with Hercules Technology Growth Capital, Inc.
(Hercules) which permits up to $20 million in capital to be distributed in multiple tranches (the Hercules Credit
Agreement). The Company drew the first tranche of $5 million upon closing of the Hercules Credit Agreement in
November 2013 and used approximately $4 million of the proceeds to repay the outstanding obligations under its loan
agreement with Oxford Finance LLC and Horizon Technology Finance Corporation as discussed further below. On
June 10, 2014, the Company closed the second $5 million tranche under the Hercules Credit Agreement. The proceeds
were used to fund the $3.0 million upfront cash payment associated with Celsion’s acquisition of EGEN, as well as the
Company’s transaction costs associated with the EGEN acquisition. Upon the closing of the second tranche, the
Company had drawn down a total of $10 million under the Hercules Credit Agreement.

The obligations under the Hercules Credit Agreement were in the form of secured indebtedness bearing interest at a
calculated prime-based variable rate (11.25% per annum since inception through December 17, 2015, 11.50% from
December 18, 2015 through December 15, 2016 and 11.75% since). Payments under the loan agreement were interest
only for the first twelve months after loan closing, followed by a 30 -month amortization period of principal and
interest through the scheduled maturity date of June 1, 2017. In connection with the Hercules Credit Agreement, the
Company incurred cash expenses of $122,378 which were recorded as deferred financing fees. These deferred
financing fees were amortized as interest expense using the effective interest method over the life of the loan. In
addition, the Company paid loan origination fees of $230,000 which has been classified as debt discount. This amount
is being amortized as interest expense using the effective interest method over the life of the loan.
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As a fee associated with the Hercules Credit Agreement, the Company issued Hercules a warrant for a total of 6,963
shares of the Company’s common stock (the Hercules Warrant) at a per share exercise price of $50.26, exercisable for
cash or by net exercise from November 25, 2013. Upon the closing of the second tranche on June 10, 2014, this
warrant became exercisable for an additional 6,963 shares of the Company’s common stock. The Hercules Warrant
will expire November 25, 2018. Hercules has certain rights to register the common stock underlying the Hercules
Warrant pursuant to a Registration Rights Agreement with the Company dated November 25, 2013. The registration
rights expire on the date when such stock may be sold under Rule 144 without restriction or upon the first-year
anniversary of the registration statement for such stock, whichever is earlier. The common stock issuable pursuant to
the Hercules Warrant was filed pursuant to Rule 415 under the Securities Act of 1933 on the Prospectus for
Registration Statement No. 333 - 193936 and was declared effective on September 30, 2014. The Company valued the
Hercules Warrants issued using the Black-Scholes option pricing model and recorded a total of $476,261 as a direct
deduction from the debt liability consistent with the presentation of a debt discount and are being amortized as interest
expense using the effective interest method over the life of the loan. Also, in connection with each of the $5.0 million
tranches, the Company was required to pay an end of term charge equal to 3.5% of each original loan amount at time
of maturity. Therefore, these amounts totaling $350,000 were amortized as interest expense using the effective interest
method over the life of the loan. The loan balance and end of term charges on the Hercules Credit Agreement was paid
in full in June 2017. For the three-month period ended September 30, 2017 the Company did not incur any interest
expense and it did not amortize any interest expense for deferred fees, debt discount and end of term charges in
connection with the Hercules Credit Agreement. For the nine-month period ended September 30, 2017, the Company
incurred $56,386 in interest expense and amortized $35,370 as interest expense for deferred fees, debt discount and
end of term charges in connection with the Hercules Credit Agreement

Note 11. Stockholders’ Equity

In September 2015, the Company filed with the SEC a $75 million shelf registration statement on Form S-3 (the 2015
Shelf Registration Statement) (File No. 333-206789) that allows the Company to issue any combination of common
stock, preferred stock or warrants to purchase common stock or preferred stock. This shelf registration was declared
effective on September 25, 2015. The 2015 Shelf Registration Statement expired on September 25, 2018.

In September 2018, the Company filed with the SEC a new $75 million shelf registration statement on Form S-3 (the
2018 Shelf Registration Statement) (File No. 333-227236) that allows the Company to issue any combination of
common stock, preferred stock or warrants to purchase common stock or preferred stock. This shelf registration was
declared effective on October 12, 2018 and will expire three years from that date.

Increase in the Number of Authorized Shares
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At the 2016 Annual Meeting of Stockholders of the Company in June 2016, the Company’s stockholders approved an
increase in the number of the authorized shares of the Company’s common stock from 75,000,000 shares to
112,500,000 shares. The number of the authorized shares of preferred stock remains at 100,000 shares. The aggregate
number of shares of all classes of stock that the Company may issue, after giving effect to such amendment as
approved by the stockholders, will be 112,600,000 shares.

Reverse Stock Split

On May 26, 2017, the Company effected a 14-for-1 reverse stock split of its common stock which was made effective
for trading purposes as of the commencement of trading on May 30, 2017. As of that date, each 14 shares of issued
and outstanding common stock and equivalents was consolidated into one share of common stock. All shares have
been restated to reflect the effects of the 14-for-1 reverse stock split. In addition, at the market open on May 30, 2017,
the Company’s common stock started trading under a new CUSIP number 15117N503 although the Company’s ticker
symbol, CLSN, remained unchanged.

The reverse stock split was previously approved by the Company’s stockholders at the 2017 Annual Meeting held on
May 16, 2017, and the Company subsequently filed a Certificate of Amendment to its Certificate of Incorporation to
effect the stock consolidation. The primary reasons for the reverse stock split and the amendment are:

●To increase the market price of the Company’s common stock making it more attractive to a broader range ofinstitutional and other investors, and

●
To provide the Company with additional capital resources and flexibility sufficient to execute its business plans
including the establishment of strategic relationships with other companies and to ensure its ability to raise
additional capital as necessary.
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Immediately prior to the reverse stock split, the Company had 56,982,418 shares of common stock outstanding which
consolidated into 4,070,172 shares of the Company’s common stock. No fractional shares were issued in connection
with the reverse stock split. Holders of fractional shares have been paid out in cash for the fractional portion with the
Company’s overall exposure for such payouts consisting of a nominal amount. The number of outstanding options and
warrants were adjusted accordingly, with outstanding options being reduced from approximately 2.4 million to
approximately 0.2 million and outstanding warrants being reduced from approximately 33.5 million to approximately
2.4 million.

October 2017 Underwritten Offering

On October 27, 2017, the Company entered into an underwriting agreement (the “Underwriting Agreement”) with
Oppenheimer & Co. Inc. (the “Underwriter”), relating to the issuance and sale (the “October 2017 Underwritten Offering”)
of 2,640,000 shares (the “Shares”) of the Company’s common stock, $0.01 par value per share (the “Common Stock”), and
warrants to purchase an aggregate of 1,320,000 shares of Common Stock. Each share of Common Stock is being sold
together with 0.5 warrants (the “Investor Warrants”), each whole Investor Warrant being exercisable for one share of
Common Stock, at an offering price of $2.50 per share and related Investor Warrants.

Pursuant to the terms of the Underwriting Agreement, the Underwriter agreed to purchase the Shares and related
Investor Warrants from the Company at a price of $2.325 per share and related Investor Warrants. Each Investor
Warrant is exercisable six months from the date of issuance. The Investor Warrants have an exercise price of $3.00
per whole share and expire five years from the date first exercisable.

The Company received $6.6 million of gross proceeds from the sale of the Shares and Investor Warrant. The October
2017 Underwritten Offering was made pursuant to the 2015 Shelf Registration Statement and the related prospectus
supplement. The Company also issued to the Underwriter warrants to purchase up to 66,000 shares of the Company’s
common stock, such issuance being exempt from registration pursuant to Section 4(a)(2) of the Securities Act. Each
Underwriter warrant is exercisable six months from the date of issuance, have an exercise price of $2.87 per whole
share, and expire five years from the date first exercisable.

July 6, 2017 Common Stock Offering

On July 6, 2017, the Company entered into a securities purchase agreement with several investors, pursuant to which
the Company agreed to issue and sell, in a registered direct offering, an aggregate of 2,050,000 shares of common
stock of the Company at an offering price of $2.07 per share for gross proceeds of $4,243,500 before the deduction of
the placement agent fee and offering expenses. In addition, the Company sold Pre-Funded Series CCC Warrants to
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purchase 385,000 shares of common stock (and the shares of common stock issuable upon exercise of the Pre-Funded
Series CCC Warrants), in lieu of shares of common stock to the extent that the purchase of common stock would
cause the beneficial ownership of the Purchaser, together with its affiliates and certain related parties, to exceed 9.99%
of our common stock. The Pre-Funded Series CCC Warrants were sold at an offering price of $2.06 per share for
gross proceeds of $793,100, are immediately exercisable for $0.01 per share of common stock and do not have an
expiration date. In a concurrent private placement, the Company agreed to issue to each investor, for each share of
common stock and pre-funded warrant purchased in the offering, a Series AAA Warrant and Series BBB Warrant,
each to purchase one share of common stock. The Series AAA Warrants are initially exercisable six months following
issuance and terminate five and one-half years following issuance. The Series AAA Warrants have an exercise price
of $2.07 per share and are exercisable to purchase an aggregate of 2,435,000 shares of common stock. The Series
BBB Warrants are immediately exercisable following issuance and terminate twelve months following issuance. The
Series BBB Warrants have an exercise price of $4.75 per share and are exercisable to purchase an aggregate of
2,435,000 shares of common stock. Subject to limited exceptions, a holder of a Series AAA and Series BBB Warrant
will not have the right to exercise any portion of its warrants if the holder, together with its affiliates, would
beneficially own in excess of 9.99% of the number of shares of common stock outstanding immediately after giving
effect to such exercise. During the fourth quarter of 2017, all 385,000 of the Series CCC Pre-Funded warrants were
exercised in full.

On October 4, 2017, the Company entered into letter agreements (the “Exercise Agreements”) with the holders of the
Series AAA and Series BBB Warrants issued in the July 6, 2017 Common Stock Offering (the “Exercising Holders”).
The Exercise Agreements amended the Series AAA Warrants to permit their immediate exercise. Prior to the
execution of the Exercise Agreements, the Series AAA Warrants were not exercisable until January 11, 2018.
Pursuant to the Exercise Agreements, the Exercising Holders and the Company agreed that the Exercising Holders
would exercise all of their Existing Warrants with respect to 4,665,000 shares of Common Stock underlying such
Existing Warrants. The Series AAA Warrants and Series BBB Warrants were exercised at a price of $2.07 per share
and $4.75 per share, respectively, which were their respective original exercise prices. The Company received
approximately $16.6 million in gross proceeds from the sale of these warrants.
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The Exercise Agreements also provide for the issuance of 1,166,250 Series DDD Warrants, each to purchase one
share of Common Stock (the “Series DDD Warrants”). The Series DDD Warrants have an exercise price $6.20, are
exercisable one year following issuance and terminate six months after they are initially exercisable. The Series DDD
Warrants and the shares of Common Stock issuable upon the exercise of the Series DDD Warrants were offered
pursuant to the exemption provided in Section 4(a)(2) under the Securities Act or Rule 506(b) promulgated
thereunder. Pursuant to the Exercise Agreements, the Series DDD Warrants shall be substantially in the form of the
Existing Warrants and the Company will be required to register for resale the shares of Common Stock underlying the
Series DDD Warrants.

February 14, 2017 Public Offering

On February 14, 2017, the Company entered into a securities purchase agreement whereby it sold, in a public offering
(the “February 2017 Public Offering”), an aggregate of 1,384,704 shares of common stock of the Company at an
offering price of $3.22 per share. In addition, the Company sold Series AA Warrants (the “Series AA Warrants”) to
purchase up to 1,177,790 shares of common stock and Pre-Funded Series BB Warrants (the “Pre-Funded Series BB
Warrants”) to purchase up to 185,713 shares of common stock. The Series AA Warrants have an exercise price of
$3.22 per share, have a five-year life and are immediately exercisable. The Pre-Funded Series BB Warrants were
offered at $3.08 per share, were immediately exercisable for $0.14 per share of common stock, do not have an
expiration date and were issued in lieu of shares of common stock to the extent that the purchase of common stock
would cause the beneficial ownership of the purchaser of such shares, together with its affiliates and certain related
parties, to exceed 9.99% of our common stock. The Company received approximately $5.0 million in gross proceeds
before the deduction of the placement agent fees and offering expenses (excluding any proceeds from the exercise of
the warrants) in the February 2017 Public Offering.

In connection with the February 2017 Public Offering, the Company filed with the SEC a registration statement on
Form S-1 (Registration No. 333-215321) on December 23, 2016, as amended by Pre-Effective Amendment No. 1
filed with the Commission on January 20, 2017, as further amended by Pre-Effective Amendment No. 2 filed with the
Commission on February 13, 2017, as further amended by Pre-Effective Amendment No. 3 filed with the Commission
on February 13, 2017 and as further amended by Pre-Effective Amendment No. 4 filed with the Commission on
February 14, 2017 for the registration of the securities issued and sold under the Securities Act of 1933, as amended.

As of December 31, 2017, all 185,713 of the Series BB Pre-Funded warrants were exercised in full. During 2017, we
received approximately $2.4 million from the exercise of Series AA Warrants to purchase 747,254 shares of common
stock.

Reduced Exercise Price of Warrants
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On February 22, 2013, the Company entered into a securities purchase agreement with certain investors pursuant to
which the Company agreed, among other things, to issue warrants (the “2013 Warrants”) to purchase up to 95,811
shares of our common stock at an exercise price of $74.34 per share to such investors in a registered direct offering.
On January 15, 2014, the Company entered into a securities purchase agreement with certain investors pursuant to
which the Company agreed, among other things, to issue warrants (the “2014 Warrants”) to purchase up to 64,348
shares of our common stock at an exercise price of $57.40 per share to such investors in a registered direct offering.
On June 9, 2017, the Company entered into warrant exercise agreements (the “Exercise Agreements”) with certain
holders of the 2013 Warrants, the 2014 Warrants and the June 2016 Warrants (the “Exercising Holders”), which
Exercising Holders own, in the aggregate, warrants exercisable for 790,410 shares of our common stock. Pursuant to
the Exercise Agreements, the Exercising Holders and the Company agreed that the Exercising Holders would exercise
their 2013 Warrants, the 2014 Warrants and the June 2016 Warrants with respect to 790,410 shares of our common
stock underlying such warrants for a reduced exercise price equal to $2.70 per share. The Company received
aggregate gross proceeds of approximately $2.1 million from the exercise of the 2013 Warrants, the 2014 Warrants
and the June 2016 Warrants by the Exercising Holders.

The reduced exercise price of the 2013 Warrants, the 2014 Warrants and the June 2016 Series C Warrants increased
the fair value of the warrants by approximately $0.2 million. This increase in fair value is recorded as a deemed
dividend in additional paid in capital due to the retained deficit and it increased the net loss available to common
shareholders on the consolidate statement of operations.

On May 27, 2015, the Company entered into a securities purchase agreement with certain investors pursuant to which
the Company agreed, among other things, to issue warrants (the “2015 Warrants”) to purchase up to 139,284 shares of
the Company’s common stock at an exercise price of $36.40 per share, to such investors in a registered direct offering.
Between June 22, 2017 through June 26, 2017, the Company and holders of the 2015 Warrants and the December
2016 Warrants (the “Exercising Investors”) entered into agreements whereby the Company agreed that the Exercising
investors would exercise their 2015 Warrants and the June 2016 Warrants with respect to 506,627 shares of our
common stock underlying such warrants for a reduced exercise price equal to $1.65 per share. The Company received
aggregate gross proceeds of approximately $0.8 million from the exercise of the 2015 Warrants and the June 2016
Warrants by the Exercising Investors.
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The reduced exercise price of the 2015 Warrants increased the fair value of the warrants by approximately $0.1
million. This increase in fair value is recorded as a deemed dividend in additional paid in capital due to the retained
deficit and it increased the net loss available to common shareholders on the consolidate statement of operations.

Aspire Purchase Agreement

On August 31, 2018, we entered into a common stock purchase agreement (the “Aspire Purchase Agreement”) with
Aspire Capital Fund, LLC (“Aspire Capital”) which provides that, upon the terms and subject to the conditions and
limitations set forth therein, Aspire Capital is committed to purchase up to an aggregate of $15.0 million of shares of
the Company’s common stock over the 24-month term of the Aspire Purchase Agreement. On October 12, 2018, the
Company filed with the SEC a prospectus supplement to the 2018 Shelf Registration Statement registering all of the
shares of common stock that may be offered to Aspire Capital from time to time.

Under the Aspire Purchase Agreement, on any trading day selected by the Company, the Company has the right, in its
sole discretion, to present Aspire Capital with a purchase notice (each, a “Purchase Notice”), directing Aspire Capital (as
principal) to purchase up to 100,000 shares of the Company’s common stock per business day, up to $15.0 million of
the Company’s common stock in the aggregate at a per share price (the “Purchase Price”) equal to the lesser of:

●the lowest sale price of the Company’s common stock on the purchase date; or

●the arithmetic average of the three (3) lowest closing sale prices for the Company’s common stock during the ten (10)consecutive trading days ending on the trading day immediately preceding the purchase date.

The Company and Aspire Capital also may mutually agree to increase the number of shares that may be sold to as
much as an additional 2,000,000 shares per business day.

In addition, on any date on which the Company submits a Purchase Notice to Aspire Capital in an amount equal to at
least 100,000 shares, the Company also has the right, in its sole discretion, to present Aspire Capital with a
volume-weighted average price purchase notice (each, a “VWAP Purchase Notice”) directing Aspire Capital to purchase
an amount of stock equal to up to 30% of the aggregate shares of the Company’s common stock traded on its principal
market on the next trading day (the “VWAP Purchase Date”), subject to a maximum number of shares the Company
may determine. The purchase price per share pursuant to such VWAP Purchase Notice is generally 97% of the
volume-weighted average price for the Company’s common stock traded on its principal market on the VWAP
Purchase Date.
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The Purchase Price will be adjusted for any reorganization, recapitalization, non-cash dividend, stock split, or other
similar transaction occurring during the period(s) used to compute the Purchase Price. The Company may deliver
multiple Purchase Notices and VWAP Purchase Notices to Aspire Capital from time to time during the term of the
Purchase Agreement, so long as the most recent purchase has been completed.

There are no trading volume requirements or restrictions under the Purchase Agreement, and the Company will
control the timing and amount of sales of the Company’s common stock to Aspire Capital. Aspire Capital has no right
to require any sales by the Company but is obligated to make purchases from the Company as directed by the
Company in accordance with the Purchase Agreement. There are no limitations on use of proceeds, financial or
business covenants, restrictions on future fundings, rights of first refusal, participation rights, penalties or liquidated
damages in the Purchase Agreement. In consideration for entering into the Purchase Agreement, concurrently with the
execution of the Purchase Agreement, the Company issued to Aspire Capital 164,835 shares of the Company’s
common stock (the “Commitment Shares”). The Company’s policy is to record specific incremental costs directly
attributable to an offering as a charge against the gross proceeds, if any, when the offering becomes effective. These
Commitment Shares valued at $450,000 were recorded in September 2018 as costs of equity financing and charged
against additional paid-in capital. The Aspire Purchase Agreement may be terminated by the Company at any time, at
its discretion, without any cost to the Company. Aspire Capital has agreed that neither it nor any of its agents,
representatives and affiliates shall engage in any direct or indirect short-selling or hedging of the Company’s common
stock during any time prior to the termination of the Purchase Agreement. Any proceeds from the Company receives
under the Aspire Purchase Agreement are expected to be used for working capital and general corporate purposes.
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Controlled Equity Offering

On February 1, 2013, the Company entered into a Controlled Equity Offering SM Sales Agreement (the “ATM
Agreement”) with Cantor Fitzgerald & Co., as sales agent (“Cantor”), pursuant to which Celsion could offer and sell,
from time to time, through Cantor, shares of our common stock having an aggregate offering price of up to $25.0
million (the “ATM Shares”) pursuant to the 2015 Shelf Registration Statement. Under the ATM Agreement, Cantor may
sell ATM Shares by any method deemed to be an “at-the-market” offering as defined in Rule 415 promulgated under the
Securities Act of 1933, as amended, including sales made directly on The NASDAQ Capital Market, on any other
existing trading market for our common stock or to or through a market maker. On October 10, 2018, the Company
delivered notice to Cantor terminating the ATM effective as of October 20, 2018. The Company has no further
obligations under the Sales Agreement. From February 1, 2013 through September 30, 2018, the Company sold and
issued an aggregate of 1,784,396 shares of common stock under the ATM Agreement, receiving approximately $12.8
million in gross proceeds.

Note 12.	Stock-Based Compensation

The Company has long-term compensation plans that permit the granting of equity based-awards in the form of stock
options, restricted stock, restricted stock units, stock appreciation rights, other stock awards, and performance awards.

At the 2018 Annual Stockholders Meeting of the Company held on May 15, 2018, stockholders approved the Celsion
Corporation 2018 Stock Incentive Plan (the “2018 Plan”). The 2018 Plan, as adopted, permits the granting of 2,700,000
shares of Celsion common stock as equity awards in the form of incentive stock options, nonqualified stock options,
restricted stock, restricted stock units, stock appreciation rights, other stock awards, performance awards, or in any
combination of the foregoing. Prior to the adoption of the 2018 Plan, the Company had maintained the Celsion
Corporation 2007 Stock Incentive Plan (the 2007 Plan). The 2007 Plan permitted the granting of 688,531 shares of
Celsion common stock as equity awards in the form of incentive stock options, nonqualified stock options, restricted
stock, restricted stock units, stock appreciation rights, phantom stock, performance awards, or in any combination of
the foregoing. The 2018 Plan replaced the 2007 Plan although the 2007 Plan remains in effect for awards previously
granted under the 2007 Plan. Under the terms of the 2018 Plan, any shares subject to an award under the 2007 Plan
which are not delivered because of the expiration, forfeiture, termination or cash settlement of the award will become
available for grant under the 2018 Plan.

The Company has issued stock awards to employees and directors in the form of stock options and restricted stock.
Options are generally granted with strike prices equal to the fair market value of a share of Celsion common stock on
the date of grant. Incentive stock options may be granted to purchase shares of common stock at a price not less than
100% of the fair market value of the underlying shares on the date of grant, provided that the exercise price of any
incentive stock option granted to an eligible employee owning more than 10% of the outstanding stock of Celsion
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must be at least 110% of such fair market value on the date of grant. Only officers and key employees may receive
incentive stock options.

Option and restricted stock awards vest upon terms determined by the Compensation Committee of the Board of
Directors and are subject to accelerated vesting in the event of a change of control or certain terminations of
employment. The Company issues new shares to satisfy its obligations from the exercise of options or the grant of
restricted stock awards.

On September 28, 2018, the Compensation Committee of the Board of Directors approved the grant of (i) inducement
stock options (the “Inducement Option Grants”) to purchase a total of 164,004 shares of Celsion common stock and (ii)
inducement restricted stock awards (the “Inducement Stock Grants”) totaling 19,000 shares of Celsion common stock to
three new employees. All awards have a grant date of September 28, 2018. Each of Inducement Option Grant has an
exercise price per share equal to $2.77, the closing price of Celsion’s common stock as reported by Nasdaq on
September 28, 2018. Each Inducement Option Grant will vest over three years, with one-third vesting on the one-year
anniversary of the employee’s first day of employment with the Company and one-third vesting on the second and
third anniversaries thereafter, subject to the new employee’s continued service relationship with the Company on each
such date. Each Inducement Option Grant has a ten-year term and is subject to the terms and conditions of the
applicable stock option agreement. Each of Inducement Stock Grant will vest on the one-year anniversary of the
employee’s first day of employment with the Company and are subject to the new employee’s continued service
relationship with the Company through such date and is subject to the terms and conditions of the applicable restricted
stock agreement.

As of September 30, 2018, there were a total of 3,399,893 shares of Celsion common stock reserved for issuance
under the 2018 Plan, which were comprised of 3,064,741 shares of Celsion common stock subject to equity awards
previously granted under the 2018 Plan and 2007 Plan and 335,152 shares of Celsion common stock available for
future issuance under the 2018 Plan. As of September 30, 2018, there were a total of 183,004 of Celsion common
stock subject to outstanding inducement awards.
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Total compensation cost charged related to stock options and restricted stock awards amounted to $614,528 and
$146,896 for the three-month periods ended September 30, 2018 and 2017, respectively. Total compensation cost
charged related to stock options and restricted stock awards amounted to $3,985,829 and $951,488 for the nine-month
periods ended September 30, 2018 and 2017, respectively. As of September 30, 2018, there was $2.5 million of total
unrecognized compensation cost related to non-vested stock-based compensation arrangements. That cost is expected
to be recognized over a weighted-average period of 1.1 years. The weighted average grant date fair values of the stock
options granted during then nine-month periods ended September 30, 2018 and 2017 was $2.36 and $2.69,
respectively.

A summary of stock option awards and restricted stock grants for the nine-months ended September 30, 2018 is
presented below:

Stock Options Restricted Stock
Awards

Weighted
Average

Equity Awards Options
Outstanding

Weighted

Average

Exercise

Price

Non-vested
Restricted
Stock
Outstanding

Weighted

Average

Grant

Date

Fair
Value

Contractual
Terms of
Equity
Awards
(in years)

Equity awards outstanding at January 1, 2018 703,442 $ 10.34 - $ -

Equity awards granted 2,629,004 $ 2.26 35,000 $ 2.71

Vested and issued - $ - (6,000 ) $ 2.64

Equity awards forfeited, cancelled or expired (113,701 ) $ 40.23 - $ -

Equity awards outstanding at September 30, 2018 3,218,745 $ 2.67 29,000 $ 2.72 9.4

Aggregate intrinsic value of outstanding equity awards at
September 30, 2018 $1,384,245 $1,700

Equity awards exercisable at September 30, 2018 1,677,998 $ 2.94 9.3

Aggregate intrinsic value of equity awards exercisable at
September 30, 2018 $706,552
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The fair values of stock options granted were estimated at the date of grant using the Black-Scholes option pricing
model. The Black-Scholes option pricing model was originally developed for use in estimating the fair value of traded
options, which have different characteristics from Celsion’s stock options. The model is also sensitive to changes in
assumptions, which can materially affect the fair value estimate. The Company used the following assumptions for
determining the fair value of options granted under the Black-Scholes option pricing model:

Nine Months Ended
September 30,
2018 2017

Risk-free interest rate 2.82 – 3.02 % 2.21 %
Expected volatility 99.9 -102.1% 90.4 %
Expected life (in years) 8.0 - 10.0 10.00
Expected dividend yield - % - %

Expected volatilities utilized in the model are based on historical volatility of the Company’s stock price. The risk-free
interest rate is derived from values assigned to U.S. Treasury bonds with terms that approximate the expected option
lives in effect at the time of grant. Starting in 2017, the Company elected to account for any forfeitures when they
occur.

Note 13.	Earn-out Milestone Liability

The total aggregate purchase price for the EGEN Acquisition included potential future Earn-out Payments contingent
upon achievement of certain milestones. The difference between the aggregate $30.4 million in future Earn-out
Payments and the $13.9 million included in the fair value of the acquisition consideration at June 20, 2014 was based
on the Company’s risk-adjusted assessment of each milestone (10% to 67%) and utilizing a discount rate based on the
estimated time to achieve the milestone (1.5 to 2.5 years). The earn-out milestone liability will be fair valued at the
end of each quarter and any change in their value will be recognized in the financial statements.

As of September 30, 2018, June 30, 2018 and December 31, 2017, the Company fair valued these milestones at $9.0
million, $13.1 million and $12.5 million, respectively, and recognized a non-cash gain of $4,114,995 and $3,567,671
during the three and nine months ended September 30, 2018 as a result of the change in the fair value of these
milestones from the beginning of each period, respectively.
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