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CELSION CORPORATION
33,735,821 SHARES
COMMON STOCK

This Prospectus of Celsion Corporation, a Delaware corporation, or the
Company, relates to the offer and sale from time to time by certain selling
stockholders (the "Selling Stockholders") of up to 12,550,000 shares of the
Company's common stock, par value $0.01 per share (the "Common Stock"), and up
to 21,185,821 shares of Common Stock issuable upon the exercise of certain
Common Stock purchase warrants (the "Warrants"). The shares of Common Stock
offered hereby are referred to as the "Shares." See "Selling Stockholders" and
"Plan of Distribution."

The Company will not receive any proceeds from any sales of Shares by
the Selling Stockholders. However, the Company will receive proceeds upon any
exercise of Warrants, up to a maximum of $8,993,008 if all of the Warrants are
exercised.

The Selling Stockholders or pledgees, donees, transferees or other
successors in interest that receive Shares by way of gift, partnership
distribution or other non-sale transfer, may offer and sell some, all or none
of the Shares under this Prospectus. The Selling Stockholders or their
successors may determine the prices at which they will sell their Shares, at
then prevailing market prices or some other price. In connection with such
sales, the Selling Stockholders or their successors may use brokers or dealers
who may receive compensation or commissions for such sales. The Company has
agreed to bear all expenses in connection with the registration of the Shares.
However, the Selling Stockholders will pay any brokerage commissions,
discounts and fees in connection with the sale of their Shares. A Selling
Stockholder's net proceeds from the sale of Shares will be the sales price of
the Shares sold, less applicable commissions, discounts and fees.

The Common Stock is traded on The American Stock Exchange under the
symbol "CLN." On March 6, 2002, the closing price of the Common Stock on
The American Stock Exchange was $0.65.

INVESTMENT IN THE COMPANY'S COMMON STOCK INVOLVES A HIGH DEGREE OF
RISK. YOU SHOULD CAREFULLY CONSIDER THE RISK FACTORS BEGINNING ON PAGE 10 OF
THIS PROSPECTUS BEFORE PURCHASING ANY OF THE SHARES FROM THE SELLING
STOCKHOLDERS.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR
DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this Prospectus is [ 1, 2002
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We have informed the Selling Stockholders that the anti-manipulative
rules under the Securities Exchange Act of 1934, including Regulation M, may
apply to their sales of Shares in the market. We have furnished the Selling
Stockholders with a copy of these rules. We have also informed the Selling
Stockholders that they must deliver a copy of this Prospectus with any sale of
their Shares.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports and other information
with the U.S. Securities and Exchange Commission, or the SEC. You may read and
copy any document that we have filed at the SEC's Public Reference Room at 450
Fifth Street, NW, Washington, DC 20549. Please call the SEC at 1-800-SEC-0330
for further information about the operation of its public reference
facilities. Our SEC filings are also available to you free of charge at the
SEC's web site at http://www.sec.gov.

We have filed a registration statement on Form S-3 with the SEC that
covers the resale of the Shares offered hereby. This Prospectus 1is a part of
that registration statement, but does not include all of the information
included in the registration statement. You should refer to the registration
statement for additional information about us and the Shares. Statements that
we make in this Prospectus relating to any document filed as an exhibit to or
incorporated by reference into the registration statement may not be complete.
You should review the referenced document itself for a complete understanding
of its terms.

The SEC allows us to "incorporate by reference" certain information we
file with them, which means that we can disclose important information to you
in this Prospectus by referring you to those documents. The documents that
have been incorporated by reference are an important part of the Prospectus,
and you should be sure to review that information in order to understand the
nature of any investment by you in the Shares. In addition to previously filed
documents that are incorporated by reference, documents that we file with the
SEC after the date of this Prospectus will automatically update the
registration statement. The documents that we have previously filed and that
are incorporated by reference into this Prospectus include the following:

— Our Annual Report on Form 10-K for the fiscal year ended September
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30, 2001;

- Our Proxy Statement relating to the 2002 Annual Meeting of
Stockholders;

— Our Quarterly Report on Form 10-Q for the quarterly period ended
December 31, 2001; and

— The description of our Common Stock included in our registration
statement on Form 8-A filed on May 26, 2000.

All documents and reports filed by us pursuant to Sections 13 (a), 13
(c), 14 or 15 (d) of the Securities Exchange Act of 1934 after the date of
this Prospectus and prior to the date that the offering of Shares made hereby
is terminated automatically will be incorporated by reference into this
Prospectus. Any statement contained in a document incorporated or deemed to be
incorporated by reference into this Prospectus shall be modified or superseded
for the purposes of this Prospectus to the extent that a statement contained
in this Prospectus, or in any other subsequently filed document which also is,
or is deemed to be, incorporated by reference, modifies or supersedes that
statement. Any statement modified or superseded shall not be deemed, except as
modified or superseded, to constitute a part of this Prospectus.

We will provide you with copies of any of the documents incorporated
by reference at no charge to you. However, we will not deliver copies of any
exhibits to those documents unless the exhibit itself is specifically
incorporated by reference. If you would like a copy of any document, please
write or call us at:

Celsion Corporation

10220-I O0ld Columbia Road
Columbia, MD 21046-1705
Attention: Corporate Secretary
(410) 290-5390

You should only rely upon the information included in or incorporated
by reference into this Prospectus or in any Prospectus supplement that is
delivered to you. We have not authorized anyone to provide you with additional
or different information. You should not assume that the information included
in or incorporated by reference into this Prospectus or any Prospectus
supplement is accurate as of any date later than the date on the front of the
Prospectus or Prospectus supplement.

CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMENTS

Throughout this Prospectus and the other documents incorporated by
reference into this Prospectus, we make certain "forward-looking" statements.
These statements involve known and unknown risks, uncertainties and other
factors that may cause our or our industry's actual results, levels of
activity, performance, or achievements to be materially different from any
future results, levels of activity, performance or achievements predicted by
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such forward-looking statements. Such factors include, among other things,
those listed under "Risk Factors" as well as those discussed elsewhere in this
Prospectus and the documents incorporated by reference into this Prospectus.
In some cases, you can identify forward-looking statements by terminology such
as "may," "will," "should," "expect," "plan," "anticipate," "believe,"
"estimate," "predict," "potential" or "continue" or the negative of such terms
or other comparable terminology.

Forward-looking statements are only predictions and involve various
risks and uncertainties including:

— unforeseen changes in the course of research and development
activities and in clinical trials;

- possible changes in cost and timing of development and testing,
capital structure and other financial matters;

— changes in approaches to medical treatment;
- introduction of new products by others;
— possible acquisitions of other technologies, assets or businesses;

- possible actions by customers, suppliers, competitors, regulatory
authorities and others; and

— other risks detailed from time to time in the Company's reports
filed with the SEC.

Actual events or results may differ materially from those contemplated
by this Prospectus and the other documents incorporated by reference into this
Prospectus. In evaluating these statements, you should specifically consider
various factors, including those listed above and outlined under "Risk
Factors." Although we believe that our expectations reflected in the
forward-looking statements are reasonable, we cannot guarantee future results,
levels of activity, performance or achievements. Moreover, neither we nor any
other person assumes responsibility for the accuracy and completeness of such
statements. We are under no duty to update any forward-looking statements
after the date of this Prospectus to conform such statements to actual results
or circumstances.

SUMMARY INFORMATION ABOUT THE COMPANY

This summary highlights selected information contained elsewhere in
this Prospectus and incorporated into this Prospectus by reference. This
summary may not contain all of the information that may be important to you in
considering an investment in our Common Stock. You should read the entire
Prospectus, including "Risk Factors" carefully before making an investment
decision.

GENERAL

We develop medical treatment systems primarily to treat breast cancer
and a chronic prostate enlargement condition, common in older males, known as
benign prostatic hyperplasia, or BPH, using minimally invasive focused heat
technology. Also, we are working with Duke University in the development of
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heat-sensitive liposome compounds for use in the delivery of chemotherapy
drugs to tumor sites, and with Sloan-Kettering on the development of
heat-activated gene therapy compounds.

BPH TREATMENT SYSTEM
BENIGN PROSTATIC HYPERPLASIA

Millions of aging men experience symptoms resulting from benign
prostatic hyperplasia, or BPH, a non-cancerous urological disease in which the
prostate enlarges and constricts the urethra. The prostate is a walnut-sized
gland surrounding the male urethra that produces seminal fluid and plays a key
role in sperm preservation and transportation. The prostate frequently
enlarges with age. As the prostate expands, it compresses or constricts the
urethra, thereby restricting the normal passage of urine. This restriction of
the urethra may require a patient to exert excessive bladder pressure to
urinate. Because the urination process is one of the body's primary means of
cleansing impurities, the inability to urinate adequately increases the
possibility of infection and bladder and kidney damage.

PREVALENCE OF BPH

As BPH is an age-related disorder, its incidence increases with
maturation of the population. Industry estimates suggest that more than 9
million men in the United States experience BPH symptoms and that more than 26
million men are affected by BPH worldwide. As the United States population
continues to age, the prevalence of BPH can be expected to continue to
increase. It is generally estimated that approximately 50% of all men over the
age of 55 and 90% of all men over 75 will have BPH symptoms at various times.
Industry studies estimate the overall costs of BPH therapy to be at
approximately $2.5 to $3.0 billion annually in the United States and $8.0 to
$10.0 billion worldwide for those patients currently seeking treatment.

CURRENT TREATMENT ALTERNATIVES FOR BPH

Like cancerous tumors, BPH historically has been treated by surgical
intervention or by drug therapy. The primary treatment for BPH currently is
transurethral resection of the prostate, or TURP, a surgical procedure in
which the prostatic urethra and surrounding diseased tissue in the prostate
are trimmed with a telescopic knife, thereby widening the urethral channel for
urine flow. While the TURP procedure typically has been considered the most
effective treatment available for the relief of BPH symptoms, the procedure
has shortcomings. In the first instance, TURP generally requires from one to
three days of post-operative hospitalization. In addition, a significant
percentage of patients who undergo TURP encounter significant complications,
which can include painful urination, infection, retrograde ejaculation,
impotence, incontinence and excessive bleeding. Furthermore, the cost of the
TURP procedure and the related hospitalization is high, ranging from $8,000 to
$12,000. This cost does not take into account the costs of lost work time,
which could amount to several weeks, or the costs related to adverse effects
on patients' quality of life.

Other, less radical, surgical procedures, generally categorized as
"minimally invasive" ("MI") therapies, are available as alternatives to the
TURP procedure. The primary MI treatments use microwave heating ("TUMTI") to
treat BPH by incinerating the obstructing portion of the prostate. TUMT
involves sedation, catheterization and high levels of heat to incinerate a
portion of the prostate. Two other MI therapies - interstitial RF therapy and
laser therapy - employ, respectively, concentrated radio frequency (RF) waves
or laser radiation to reduce prostate swelling by cauterizing tissue instead
of removing it with a surgical knife. However, these procedures require
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puncture incisions in order to insert cauterizing RF or laser probes into the
affected tissue and, therefore, also involve the use of a full operating
facility and anesthesia, as well as the burning of prostate tissue by the
probes. Although these procedures result in less internal bleeding and damage
to the urethra than the TURP procedure and may decrease the adverse effects

and costs associated with surgery, anesthesia and post-operative tissue
recovery, they do not entirely eliminate these adverse consequences.

Finally, drug therapy has emerged as an alternative to surgery in the
last several years. There are several drugs available for BPH treatment, the
two most widely prescribed being Hytrin and Proscar. Hytrin works by relaxing
certain involuntary muscles surrounding the urethra, thereby easing urinary
flow, and Proscar is intended actually to shrink the enlarged gland. However,
industry studies have asserted that drug therapy costs $500 to $800 per year
or more, must be maintained for life and does not offer consistent relief to a
large number of BPH patients. In fact, studies have shown that 45% of patients
who begin drug therapy for BPH drop out within the first year, primarily due
to the ineffectiveness of currently available drug therapies. Also, all of the
currently available BPH drugs have appreciable side effects.

Accordingly, neither the medicinal treatments nor the surgical
alternatives available for BPH appear to provide fully satisfactory,
cost-effective treatment solutions for BPH sufferers.

CELSION BPH TREATMENT SYSTEM

We have developed a BPH treatment system - "Microwave Uretheroplasty"
- that combines our microwave thermotherapy capability with a proprietary
balloon compression technology licensed from MMTC, Inc. The system consists of
a microwave generator and conductors and a computer and computer software
programs that control the focusing and application of heat, plus a specially
designed balloon catheter and consists of two fundamental elements:

— Celsion's proprietary catheter, incorporating a balloon enlargement
device, delivers computer-controlled transurethral microwave heating
directly to the prostate at temperatures greater than 44(0) C (111(0)
F).

— Simultaneously, the balloon inflates the device and expands to press the
walls of the urethra from the inside outward as the surrounding prostate
tissue is heated.

The combined effect of this "heat plus compression" therapy is twofold: first,
the heat denatures the proteins in the wall of the urethra, causing a
stiffening of the opening created by the inflated balloon. Second, the heat
serves effectively to kill off prostate cells outside the wall of the urethra,
thereby creating sufficient space for the enlarged natural opening.

Pre-clinical animal studies have demonstrated that a natural "stent,"
or reinforced opening, in the urethra forms after the combined heat plus
compression treatment. Also, the BPH system's relatively low temperature
(43(0) C to 45(0) C) appears to be sufficient to kill prostatic cells
surrounding the urethra wall, thereby creating space for the enlargement of
the urethra opening. However, the temperature is not high enough to cause
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Celsion's investigational minimally invasive Microwave Uretheroplasty
treatment system is designed to overcome the limitations of all three of the
current treatment systems. It is designed to be a relatively painless, rapid
procedure that delivers the efficacy of surgical treatments without
significant risks and the potential for life-altering side effects. The
potential benefits of the Microwave Uretheroplasty system include walk-in,
outpatient treatment that can be completed in less than an hour; no required
sedation; generally no post-operative catheterization; and rapid symptomatic
relief from BPH.

Ultimate FDA approval for a device such as our equipment typically
requires two phases of clinical testing. The purpose of Phase I testing is to
show feasibility and safety and involves a small group of patients. Phase II
testing may involve as many as 160 patients and is designed to show safety and
efficacy. The FDA approved an Investigational Device Exemption, or IDE, to
allow clinical testing of our BPH system in June 1998 and we completed initial
Phase I clinical feasibility human trials of the BPH system at Montefiore
Medical Center in May 1999. In the Phase I trials, the combination of
computer—-controlled microwave heat and balloon catheter expansion was able to
increase peak flow rates and to provide immediate relief of symptoms caused by
BPH. In addition, we undertook an expanded Phase I study to test an
accelerated treatment protocol, which was completed in May 2000, at Montefiore
Medical Center. In July 2000, the FDA approved the commencement of
multiple-site Phase II studies to collect the safety and efficacy data
necessary for FDA premarketing approval (PMA) for commercialization. All 160
patients required to be treated under the Phase II trial were treated as of
November 29, 2001 and, as of that date, we submitted the first two of three
required modules to the FDA in support of the PMA. We expect to submit the
last module, consisting of clinical data, during the second quarter of fiscal
2002. If Phase II testing produces anticipated results and if our BPH system
meets all other requirements for FDA approval and receives such approval, we
intend to begin marketing the BPH system during the fall of 2002.

Based on the information we have collected to date, we believe that
our BPH system has the potential to deliver a treatment that is performed in
one hour or less on an outpatient basis, would not require post-treatment
catheterization and that would deliver symptomatic relief and an increase in
urinary flow rates promptly after the procedure is completed.

BREAST CANCER TREATMENT SYSTEM
PREVALENCE OF BREAST CANCER

Breast cancer is one of the leading causes of death among women in the
United States. According to statistics published in the American Cancer
Society's A Cancer Journal for Clinicians, there were an average of 183,000
newly diagnosed breast cancer cases in the United States in each of the years
from 1995 through 1999.

CURRENT TREATMENT FOR BREAST CANCER
Breast cancer is presently treated by mastectomy, the surgical removal

of the entire breast, or by lumpectomy, the surgical removal of the tumor and
surrounding tissue. Both procedures are often followed by radiation therapy or
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chemotherapy. The more severe forms of surgical intervention can result in
disfigurement and a need for extended prosthetic and rehabilitation therapy.

In addition, heat therapy (also known as hyperthermia or
thermotherapy) is a historically recognized method of treatment of various
medical conditions, and heat therapy has been used in the past to treat
malignant tumors in conjunction with radiation and chemotherapy. As summarized
in the Fourth Edition of Radiobiology for the Radiologist, published in 1994
by J.B. Lippincott Company, in 24 independent studies on an aggregate of 2,234
tumors, treatment consisting of heat plus radiation resulted in an average
doubling of the complete response rate of tumors, compared to the use of
radiation alone. The complete response rate for this purpose means the total
absence of a treated tumor for a minimum of two years. Comparable increases in
the complete response rate were reported with the use of heat combined with
chemotherapy. In addition, it has been demonstrated on numerous occasions that
properly applied heat, alone and without the concurrent use of radiation, can
also kill cancer cells.

HEAT THERAPY IN CONJUNCTION WITH RADIATION; FIRST GENERATION CELSION
EQUIPMENT

In 1989, we obtained FDA premarketing approval for our microwave-based
Microfocus 1000 heat therapy equipment for use on surface and subsurface
tumors in conjunction with radiation therapy. Until 1995, we marketed our
Microfocus equipment for this use in 23 countries, but microwave heat therapy
was not widely accepted in the United States medical community as an effective
cancer treatment. Moreover, due to the limitations of microwave technology
available at that time, it was difficult to deliver a controlled amount of
heat to subsurface tumors without overheating surrounding healthy tissue.

NEW MICROWAVE TECHNOLOGY FROM MIT

In 1993, we began working with researchers at the Massachusetts
Institute of Technology, or MIT, who had developed, originally for the United
States Defense Department, the microwave control technology known as "Adaptive
Phased Array", or APA. This technology permits properly designed microwave
equipment to focus and concentrate energy targeted at diseased tissue areas
deep within the body and to heat them selectively, without adverse impact on
surrounding healthy tissue. In 1996, MIT granted us an exclusive worldwide
license to use this technology for medical applications and since that time we
have concentrated on developing a second generation of Microfocus equipment
capable of focusing microwave energy on specific tissue areas. We have now
incorporated the APA technology in our second-generation microwave therapy
equipment.

SECOND GENERATION CELSION BREAST CANCER TREATMENT SYSTEM

Using the APA technology, we have developed a prototype breast cancer
treatment system intended to destroy localized breast tumors through the
application of heat alone. The system consists of a microwave generator and
conductors, a computer and computer software programs that control the
focusing, application and duration of the thermotherapy and a specially
designed patient treatment table.

In 1998, we completed pre-clinical animal testing of our prototype
system at the Massachusetts General Hospital, a teaching hospital for Harvard
Medical School in Boston, Massachusetts. Using breast tissue-equivalent
phantoms and tumors in live animals, these studies demonstrated that our
system is capable of selectively heating tumors at temperatures up to 46(0) C
115(0) F without damage to surrounding healthy tissues. High temperatures
maintained for eight to ten minutes can cause complete tumor necrosis (death),

10
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leading to the death of viable cancer cells within the tumor and in its
immediate vicinity. A second prototype clinical breast cancer treatment system
at Oxford University in England was used to demonstrate successfully the
ability of our equipment to focus heat deep into animal tissue at precise
locations and in small target areas. In our view, these animal tests
demonstrate that it is possible to eliminate tumors by heat alone and without
the use of radiation. Using the pre-clinical data from Massachusetts General,
the FDA granted Celsion a supplemental premarketing approval to incorporate
the APA technology with Celsion's already approved Microfocus 1000 system. The
APA technology enhances the ability of the Microfocus 1000 system to focus
energy.

In January 1999, we received an IDE from the FDA to permit clinical
testing of our breast cancer treatment system, and also received FDA approval
to proceed with Phase I human clinical studies. In August 2000, we completed
the treatment of ten patients in the Phase I study using our breast cancer
equipment at Columbia Hospital in West Palm Beach, Florida, and at Harbor UCLA
Medical Center in Torrance, California. In the study, our equipment was
clinically tested on female breast tumors on a minimally invasive basis
through a single application of precisely controlled and targeted heat. In
December 2000, we received approval from the FDA to commence Phase II trials
for our breast cancer system.

The Phase II trials consist of two protocols - the first is designed
to ablate (kill) small breast tumors using heat alone and the second is
designed to downsize large breast cancer tumors using a combination of heat
and chemotherapy, thus allowing a surgeon to perform a lumpectomy rather than
a mastectomy, thereby preserving the affected breast. These trials are
currently under way at Columbia Hospital, in Florida, Harbor UCLA in
California and Halle Martin Luther Breast Center in Halle, Germany. We expect
to add additional sites, both within the United States and in Europe, during
the first half of 2002 and currently anticipate that we will complete the
Phase II trials by the end of calendar year 2002. If the Phase II trials are
successful, we expect to apply for the addition of a new indication of use to
the existing FDA premarketing approval for our Microfocus equipment, denoting
that the system can be used to destroy cancerous tumors and viable cancer
cells within the human breast through the application of focused microwave
heat energy alone. If testing and approvals proceed as anticipated, we expect
to begin marketing this breast cancer system before the end of 2003.

THERMO-LIPOSOMES; DUKE UNIVERSITY TECHNOLOGY
BACKGROUND

Liposomes are man-made microscopic spheres with a liquid membrane,
developed in the 1980's to encapsulate drugs for targeted delivery. Commercial
liposomes can now encapsulate chemotherapeutic drugs, enabling them to avoid
destruction by the body's immune system, and allowing them to accumulate in
tumors. However, with presently available technology, it often takes two to
four hours for commercial liposomes to release their drug contents to the
tumors, severely limiting the clinical efficacy of liposome chemotherapy
treatments.

DEVELOPMENT OF THERMO-SENSITIVE LIPOSOMES

11



Edgar Filing: CELSION CORP - Form S-3/A

A team of Duke University scientists has developed heat-sensitive
liposomes comprised of materials that rapidly change porosity when heated to a
specific point. As the heat-sensitive liposomes circulate within the small
arteries, arterioles, and capillaries, the drug contents of the liposomes are
released at significantly higher levels in those tissue areas which have been
heated for 30 to 60 minutes than in areas that do not receive heat. In animal
trials it has been determined that 50 times the amount of drugs carried by
heat-sensitive liposomes was deposited at a specific heated tissue site, when
compared to conventional liposomes. We have been a sponsor of this research,
which is part of a larger Duke University project to develop new
temperature-sensitive liposomes, temperature-sensitive gene promoters and
related compounds, and we are the exclusive licensee of Duke University's
heat-activated liposome technology.

Celsion's focused microwave equipment is used to provide minimally
invasive heating of cancerous tumors to trigger heat-activated liposomes
within the tumors. The heat-activated liposomes, which encapsulate
chemotherapeutic agents, are injected into the bloodstream where they remain
encapsulated until they release their drug payload inside the heated tumor. In
preliminary tumor growth delay studies conducted at Duke University,
tumor-bearing mice received a single intravenous injection of the liposome
with a 5mg per kilogram Doxorubicin concentration. This was immediately
followed by heating of the tumor to 42(0) C (108(0) F) for one hour. The
result of the study was a complete disappearance of the tumors in 11 out of 11
mice. These animals remained disease free through 60 days of the study.

In November 2001, we completed large animal toxicity studies involving
our Doxorubicin-laden thermo-liposome at the Roswell Park Cancer Institute, a
cancer research organization in Buffalo, New York. We expect to apply to the
Food and Drug Administration for an IND for the use of this liposome in the
treatment of prostate cancer using our Microfocus equipment as the means of
heat activation during the first quarter of calendar year 2002, and to move
forward with Phase I clinical trials thereafter.

In addition, in January 2001, we entered into a Material Transfer
Agreement, or MTA, with the National Cancer Institute, or NCI, under which we
will supply heat-activated liposomes to enable the NCI to conduct clinical
trials on liver cancer. NCI will use an RF heating device to isolate the
tumors and to heat the liver, activating Celsion's heat-activated liposomes to
kill peripheral cancer cells. Liver cancer has yet to be successfully treated
with existing treatment modalities.

Celsion and Duke University are pursuing further development work and
pre-clinical studies aimed at using the new thermo-liposome technology in
conjunction with our APA focused heat technology for a variety of
applications, including cancer chemotherapy. We view the Duke thermo-liposome
technology as a highly promising improvement in the delivery of medicines used
to combat serious diseases. For example, the drugs used to fight cancer in
chemotherapy regimens are often toxic when administered in large quantities,
and produce nausea, vomiting, and exhaustion- all side effects of the body
being poisoned. However, if such a drug can be delivered directly to a tissue
area where it is needed, as opposed to being distributed through the entire
circulatory system, the local concentration of the drug could be increased
without the side effects that accompany large systemic dosing.

12
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In addition, in the July 1, 2000 issue of Cancer Research, a Duke
University research scientist reported on his initial use of heat to activate
gene therapy and to increase the production in animals of Interleukin-12, a
genetic protein, in order to delay tumor growth. On August 8, 2000, we entered
into an agreement with Duke University, subsequently renewed for six-month
periods, under which Celsion has the right, for a period of six months
thereafter, to negotiate an exclusive license for this technology.

PRODUCTION OF HEAT-SENSITIVE LIPOSOMES

We have established a relationship with Celator Corporation of
Vancouver, Canada to provide Quality System Regulation, or QSR (formerly Good
Manufacturing Practices, or GMP), production of our heat-activated liposome
for our recently completed large animal toxicity studies and our planned Phase
I clinical study in humans. Celator is a leading drug formulation and
discovery company that specializes in liposome drug development. Celsion will
require a large-scale liposome manufacturer at such time as it reaches Phase
IT clinical trials and beyond. Toward that end, it has initiated discussions
with a major Japanese liposome manufacturer for large-scale production of the
Doxorubicin-based heat-activated liposome.

SLOAN-KETTERING / CELSION HEAT-ACTIVATED GENE THERAPY COMPOUNDS
BACKGROUND

Cancer cells have the ability to repair themselves after radiation or
chemotherapy. Thus, patients require repeated treatments to destroy
substantially all of the cancer cells. Celsion has licensed from
Sloan-Kettering Cancer Center, a biomedical innovation that promises
significant improvements in cancer therapy. Sloan-Kettering has developed
biological modifiers that inhibit cancer cells' ability to repair themselves.
Activated by focused heat, this Cancer Repair Inhibitor, or CRI, temporarily
disables the repair mechanism of cancer cells, making it possible to reduce
significantly the number of radiation/chemotherapy treatments and/or lower the
treatment dosage.

A standard approach to treating cancer is radiation therapy combined
with chemotherapy. High doses of radiation kill cancer cells or keep them from
dividing, but produce chronic or acute side effects, including fatigue,
neutropenia, anemia and leukopenia. Also, depending on the location of the
tumor, other acute side effects may occur, including diarrhea, allopecia and
various foreign ulcers. Chemotherapy presents comparable or more serious side
effects.

Oncologists are seeking ways to mitigate these side effects. In
radiation therapy, these include hyperfractionated radiation, intra-operative
radiation, three-dimensional radiation, stereotactic radiosurgery and the use
of radio-labeled monoclonal antibodies and radio sensitizers. CRI falls into
this latter category because it "sensitizes" a cancer cell for treatment by
making it more susceptible to DNA-damaging agents such as heat, chemicals or
radiation. A product of advances in the understanding of the biology of
cancer, CRI is one of a new class of "biologics" that are expected to become
part of the cancer treatment protocol.
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THE CELSION TECHNOLOGY - CRI PLUS FOCUSED HEAT

CRI can be activated in tumors by minimally invasive focused heat in
the range of 41((0)) C (106((0)) F). This focused heat may be generated by
Celsion's Adaptive Phased Array microwave technology, which provides deep
heating without damage to surrounding healthy tissue. Having increased the
susceptibility of cancer cells to DNA-damaging agents, radiation and
chemotherapy treatment may then be administered with less frequency and/or at
lower doses than currently is possible. CRI would then deactivate and the
patient would resume normal post-treatment care.

In September 2001, scientists at Sloan-Kettering successfully
completed pre-clinical laboratory feasibility demonstrations to assess safety
and biological activity of CRI. In December 2001, a small animal feasibility
study was completed at Sloan-Kettering's Good Laboratory Practice (GLP)
facility to assist in drug formulation. Further studies with large animals to
assess toxicity effects are expected to be conducted during 2002 and 2003.
Based on the current development timeline, we expect to file an IND
application with the Food and Drug Administration by the end of calendar year
2003 and anticipate that we will be in a position to commence Phase I clinical
(human) trials before the end of calendar year 2004. At such time as we
determine safety and dosage in our preliminary studies, we expect to form
partnership(s) with one or more drug companies to scale-up manufacturing and
marketing for larger pivotal studies.

In May 2000, we entered into an exclusive worldwide agreement with
Sloan-Kettering for the commercial rights to the heat-activated gene therapy
technology developed by Sloan-Kettering.

RISK FACTORS

You should carefully consider the risks described below before making
a decision to invest in our Common Stock. You should also refer to the other
information in this Prospectus, as well as the information incorporated by
reference into this Prospectus, including our financial statements and the
related notes. The risks and uncertainties described below are not the only
ones that could affect our Company. Additional risks and uncertainties of
which we are unaware or that we currently believe are immaterial also may
become important factors affecting our business. If any one or more of the
following risks occur, our business, results of operations and financial
condition could be materially harmed. As a result, the trading price of our
Common Stock could decline, and you could lose all or part of your investment.
The terms the "Company," "we," "us" and "our" used throughout this Prospectus
all refer to Celsion Corporation.

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

Since Celsion's inception in 1982, its expenses have substantially
exceeded i