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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

NEOPROBE CORPORATION
BALANCE SHEETS

<TABLE>

<CAPTION>

ASSETS SEPTEMBER 30, DECEMBER 31,

2001 2000
(UNAUDITED)

<S> <C> <C>

Current assets:
Cash and cash equivalents $4,863,507 $4,643,347
Accounts receivable, net 47,171 365,061
Inventory 1,651,368 941,120
Prepaid expenses and other 41,873 234,232

Total current assets 6,603,919 6,183,760




Property and equipment 2,121,601 2,039,187
Less accumulated depreciation and amortization 1,441,851 1,174,167
679,750 865,020
Intangible assets, net 516,665 524,035
Total assets $7,800,334 $7,572,815
</TABLE>
CONTINUED
2
NEOPROBE CORPORATION
BALANCE SHEETS, CONTINUED
<TABLE>
<CAPTION>
LIABILITIES AND STOCKHOLDERS' EQUITY SEPTEMBER 30,
2001 2000
(UNAUDITED)
<S> <C> <C>
Current liabilities:
Notes payable to finance company $ -- $ 105,332
Capital lease obligations, current 12,506 11,359
Accrued liabilities 1,190,787 725,674
Accounts payable 534,505 731,985
Deferred license revenue, current 800,000 800,000
Total current liabilities 2,537,798 2,374,350
Capital lease obligations 23,397 32,926
Deferred license revenue 1,600,000 2,200,000
Total liabilities 4,161,195 4,607,276
Commitments and contingencies -- --
Stockholders' equity:
Preferred stock; $.001 par value; 5,000,000 shares authorized at September
30, 2001 and December 31, 2000; none issued and outstanding (500,000 shares
designated as Series A, $.001 par value, at September 30, 2001 and
and December 31, 2000; none outstanding) - -
Common stock; $.001 par value; 50,000,000 shares
authorized; 26,284,892 shares issued and
outstanding at September 30, 2001; 26,264,103
shares issued and outstanding at December 31, 2000 26,285 26,264
Additional paid-in capital 120,682,477 120,668,639
Accumulated deficit (117,069,623) (117,729,364)
Total stockholders' equity 3,639,139 2,965,539
Total liabilities and stockholders' equity $ 7,800,334 $ 7,572,815

</TABLE>
See accompanying notes to the financial statements

3

DECEMBER 31,



NEOPROBE CORPORATION
STATEMENTS OF OPERATIONS

(UNAUDITED)
<TABLE>
<CAPTION>
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, SEPTEMBER 30,
2001 2000 2001 2000
<S> <C> <C> <C> <C>
Revenues:
Net sales $ 1,592,303 $ 2,124,991 $ 5,064,271 $ 6,242,461
License revenue 200,000 200,000 625,000 650,000
Total revenues 1,792,303 2,324,991 5,689,271 6,892,461
Cost of goods sold 1,089,852 1,230,742 3,479,429 3,512,767
Gross profit 702,451 1,094,249 2,209,842 3,379,694
Operating expenses:
Research and development 30,206 60,266 201,373 435,620
Marketing and selling - 42,397 - 205,373
General and administrative 538,861 533,074 1,702,419 1,737,121
Total operating expenses 569,067 635,737 1,903,792 2,378,114
Income from operations 133,384 458,512 306,050 1,001,580
Other income (expenses):
Interest income 28,693 53,573 111,686 141,999
Interest expense (2,278) (4,468) (8,953) (20,435)
Other 241,470 22,769 250,958 19,693
Total other income 267,885 71,874 353,691 141,257
Net income before taxes 401,269 530,386 659,741 1,142,837
Income taxes - 26,296 - 26,296
Net income 401,269 504,090 659,741 1,116,541
Loss on retirement of preferred stock -- -- -- 764,668
Income attributable to common
stockholders $ 401,269 $ 504,090 $ 659,741 $ 351,873
Income per common share:
Basic $ 0.02 $ 0.02 $ 0.03 $ 0.01
Diluted $ 0.02 $ 0.02 $ 0.03 $ 0.01
Weighted average shares outstanding:
Basic 25,898,264 25,855,341 25,896,342 25,628,355
Diluted 26,114,054 26,075,393 26,119,816 26,655,256

</TABLE>



See accompanying notes to the financial statements
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NEOPROBE CORPORATION
STATEMENTS OF CASH FLOWS
(UNAUDITED)
<TABLE>
<CAPTION>
NINE MONTHS ENDED
SEPTEMBER 30,

2001 2000

<S> <C> <C>
Cash flows from operating activities:
Net income $ 659,741 $1,116,541
Adjustments to reconcile net income to
net cash used in operating activities:
Depreciation and amortization 314,074 289,985
Other 14,225 (38,788)
Change in operating assets and liabilities:
Accounts receivable 317,890 (623,348)
Inventory (768,336) 575,634
Accounts payable (197,480) (437,558)
Deferred license revenue (600,000) (600,000)
Other assets and liabilities 657,472 (50,235)

Net cash provided by operating activities 397,586 232,231

Cash flows from investing activities:
Proceeds from sale of investment in affiliate - 1,500,000
Purchases of property and equipment (52,533) (132,876)
Proceeds from sales of property and equipment 2,175 102,516
Patent costs (14,189) (19,726)

Net cash (used in) provided by investing activities (64,547) 1,449,914

Cash flows from financing activities:
Settlement of obligation to preferred stockholder - (2,500,000)
Proceeds from issuance of common stock, net 834 803
Payments under line of credit -- (480,000)
Payments of notes payable (105,332) (154,626)
Payments under capital leases (8,382) (159,998)

Net cash used in financing activities (112,880) (3,293,821)

Net increase (decrease) in cash and cash equivalents 220,159 (1,611,676)

Cash and cash equivalents, beginning of period 4,643,347 4,882,537

Cash and cash equivalents, end of period $ 4,863,507 $ 3,270,861

</TABLE>

See accompanying notes to the financial statements
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NOTES TO THE FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION:

The information presented for September 30, 2001 and 2000, and for the
periods then ended is unaudited, but includes all adjustments (which

consist only of normal recurring adjustments) that the management of
Neoprobe Corporation (Neoprobe or the Company) believes to be necessary
for the fair presentation of results for the periods presented. Certain
information and footnote disclosures normally included in financial
statements prepared in accordance with generally accepted accounting



principles have been condensed or omitted pursuant to the rules and
regulations of the U.S. Securities and Exchange Commission. The results

for the interim period are not necessarily indicative of results to be

expected for the year. The financial statements should be read in

conjunction with the Company's audited financial statements for the

year ended December 31, 2000, which were included as part of the
Company's Annual Report on Form 10-KSB. Certain 2000 amounts have been
reclassified to conform with the 2001 presentation.

2. COMPREHENSIVE INCOME (LOSS):

The Company had no accumulated other comprehensive income (loss)
activity during the three-month and nine-month periods ended September
30, 2001 and 2000.

3. EARNINGS PER SHARE:

Basic earnings per share is calculated using the weighted average
number of common shares outstanding during the periods. Diluted
earnings per share is calculated using the weighted average number of
common shares outstanding during the periods, adjusted for the effects
of convertible securities, options and warrants, if dilutive.

<TABLE>
<CAPTION>
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, 2001 SEPTEMBER 30, 2001
BASIC DILUTED BASIC DILUTED
EARNINGS PER EARNINGS PER EARNINGS PER EARNINGS PER
SHARE SHARE SHARE SHARE
<S> <C> <C> <C> <C>
Outstanding shares 26,284,892 26,284,892 26,284,892 26,284,892
Effect of weighting changes
in outstanding shares (16,628) (16,628) (18,550) (18,550)
Contingently issuable shares (370,000) (370,000) (370,000) (370,000)
Stock options -- 215,790 -- 223,474
Adjusted shares 25,898,264 26,114,054 25,896,342 26,119,816
</TABLE>
<TABLE>
<CAPTION>
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, 2000 SEPTEMBER 30, 2000
BASIC DILUTED BASIC DILUTED
EARNINGS PER EARNINGS PER EARNINGS PER  EARNINGS PER
SHARE SHARE SHARE SHARE
<S> <C> <C> <C> <C>
Outstanding shares 26,264,103 26,264,103 26,264,103 26,264,103
Effect of weighting changes
in outstanding shares (18,762) (18,762) (245,748) (245,748)
Contingently issuable shares (390,000) (390,000) (390,000) (390,000)
Stock options - 215,599 - 356,820
Warrants - 4,453 - 670,081
Adjusted shares 25,855,341 26,075,393 25,628,355 26,655,256
</TABLE>



The following table summarizes options to purchase common stock of the
Company that were outstanding during the three-month and nine-month periods
ended September 30, 2001 and 2000, but that were not included in the
computation of diluted income per share because their effect was

anti-dilutive.

<TABLE>
<CAPTION>
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, 2001 SEPTEMBER 30, 2001
EXERCISE OPTIONS EXERCISE OPTIONS
PRICE OUTSTANDING PRICE OUTSTANDING
<S> <C> <C> <C>
$ 0.60 - $ 1.25 387,551 $ 0.60 - § 1.25 399,448
$ 1.50 - $ 2.50 227,373 $ 150 - $ 2.50 227,421
$ 325 - 8% 6.00 35,651 $ 325 -8 6.00 190,826
$13.38 - $15.75 16,848 $13.38 - $15.75 67,006
667,423 884,701
</TABLE>
<TABLE>
<CAPTION>
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, 2000 SEPTEMBER 30, 2000
EXERCISE OPTIONS EXERCISE OPTIONS
PRICE OUTSTANDING PRICE OUTSTANDING
<S> <C> <C> <C>
$ 075 -8 250 583,011 $ 1.03 - $ 250 602,288
$ 3.00 - $ 6.00 270,570 $ 3.00 - $ 6.00 406,819
$13.38 - $15.75 93,696 $13.38 - $17.44 131,604
947,277 1,140,711

</TABLE>

4. INVENTORY:

The components of inventory are as follows:

<TABLE>
<CAPTION>
SEPTEMBER 30, DECEMBER 31,
2001 2000
<S> <C> <C>
Materials and component parts $ 754,507 $ 418,087
Finished goods 1,186,374 696,432
Less obsolescence reserve (289,513) (173,399)
$ 1,651,368 $ 941,120

</TABLE>
5. LINE OF CREDIT:

On January 26, 2001, the Company entered into a revolving credit
facility with a bank that provided for a maximum line of credit of $1.5
million. The Company terminated the line of credit on November 8, 2001.
There were no borrowings outstanding at any time while the credit
facility was in effect. No fees were incurred to terminate the credit
facility.

6. INCOME TAXES:



For the nine months ended September 30, 2001, the reversal of certain
temporary differences related to accrued expenses and deferred revenue
resulted in the generation of a loss for income tax purposes. As a

result, no current income tax expense is reflected in the statement of
operations for
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the nine months ended September 30, 2001. The Company has provided a

full valuation allowance against net deferred tax assets at September
30, 2001 and December 31, 2000.

7. STOCK OPTIONS:

During the first half of 2001, the Board of Directors granted options

to employees and certain directors of the Company for 715,000 shares of
common stock, exercisable at an average price of $0.42 per share,
vesting over three years. On July 5, 2001, the Directors cancelled
337,500 options, all of which were priced above $3.00 per share. As of
September 30, 2001, the Company has 1.9 million non-qualified options
outstanding under two stock option plans. Of the outstanding options,
594,000 options have vested as of September 30, 2001, at an average
exercise price of $1.44 per share.

8. SEGMENT INFORMATION:

The Company owns or has rights to intellectual property involving three
primary areas of cancer diagnosis and treatment including: hand-held
gamma detection instruments currently used primarily in the application
of intraoperative lymphatic mapping (ILM), diagnostic
radiopharmaceutical products to be used in the Company's proprietary
RIGS(R) process, and cell expansion processes associated with activated
cellular therapy (ACT). The Company generated $25,000 and $50,000 in
revenue during the first nine months of 2001 and 2000, respectively,
under an option agreement to license its RIGS technology, but incurred
no significant RIGS-related expenses during those periods. The Company
had no significant revenue or expenses in either the first nine months

0f 2001 or 2000 related to its ACT initiative. Other revenue and costs
included in the Company's financial statements for the nine-month
periods ended September 30, 2001 and 2000 relate to the Company's ILM
initiative.

9. ACQUISITION AGREEMENT:

On August 29, 2001, the Company entered into a memorandum of
understanding with Biosonix, Ltd. (Biosonix), an Israeli corporation,

and its shareholders to acquire all of the outstanding shares of

Biosonix. In exchange, the Company will issue up to 11.8 million shares
of common stock of the Company to the shareholders of Biosonix. The
Company expects to sign definitive agreements regarding the acquisition
during November 2001 and to close the acquisition on or before December
31, 2001, subject to the satisfaction of certain conditions, including
government approvals of the transaction in Israel and the United

States.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

BUSINESS AND DEVELOPMENT ACTIVITIES

During the first nine months of 2001, the Company continued development
work on enhancements to its current gamma detection instrument product
line. In addition, non-instrument-related research activities increased
significantly in 2001 over the first nine months of 2000. A significant
portion of these non-instrument-related activities are currently being
funded by outside sources.

The Company has an option to license a lymphatic targeting agent
currently being studied by a Phase I clinical trial being sponsored and
conducted by researchers at the University of California at San Diego
(UCSD). UCSD's Phase I trial is being funded through a grant from the



Susan G. Komen Breast Cancer Foundation. Enrollment in this study began
late in the second quarter and has continued during the third and

fourth quarters. The Company expects the trial to be completed in early
2002. The Company's option expires in August 2002. Should the Company,
based on its interpretation of preliminary or final results from the

trial, exercise its option rights, the Company and UCSD have agreed to
negotiate in good faith the terms of a definitive license agreement

within ninety days of the notification to exercise. There can be no
assurance that the clinical trial will be completed within the stated

time frame, or ever, or that results from the trial will support

further research or ultimately result in a marketable product, or that

the Company and UCSD will reach a satisfactory license agreement.

In addition, the Company was notified during the third quarter of 2001
that researchers had received clearance from the U.S. Food and Drug
Administration to begin patient enrollment in a Phase I clinical trial
involving a second generation of the RIGScan CR antibody for colorectal
cancer. This research is
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being sponsored and funded by OncoSurg, Inc. (formerly NuRigs, Ltd.), a
Delaware company to whom the Company has optioned the development
rights for RIGScan CR. Although the option initially required periodic
payments to be made to the Company, because the preclinical activities
performed by OncoSurg over the past year cost significantly more than
had been originally estimated, the Company agreed to defer the
quarterly option payments due the Company during 2001 so that OncoSurg
may use these funds for clinical trial purposes. OncoSurg began
enrollment in the trial during the third quarter and hopes to complete
enrollment by the end of 2001. There can be no assurance that the
clinical trial will be completed within the stated time frame, or ever,
or that results from the trial will support further research or
ultimately result in a marketable product. See also Results of
Operations.

During the second quarter of 2001, the Company also announced a
research collaboration with Aastrom Biosciences (Aastrom). This
research is intended to determine whether Aastrom's Replicell(TM)
system is able to duplicate cell expansion results experienced in

previous Phase I clinical testing of Neoprobe's ACT technology for
oncology. The Company and Aastrom are collaborating in the preparation
of a protocol for the evaluation of the Replicell system in the ACT
process. The Company anticipates that preparations will not be complete
until later in 2001 and that the evaluation studies will not begin

until the first or second quarter of 2002 at the earliest. The Company
believes that positive results from this evaluation, if they occur,

would provide a more effective and efficient delivery mechanism for ACT
and potentially reinvigorate interest in the underlying ACT technology
platform. There can be no assurance that the evaluation will be

completed within the stated time frame, or ever, or that results from

the evaluation will support further research or ultimately result in a
marketable product.

During the third quarter of 2001, the Company entered into a memorandum
of understanding with Biosonix and its shareholders to acquire all of

the outstanding shares of Biosonix. In exchange, the Company will issue
up to 11.8 million shares of common stock of the Company to the
shareholders of Biosonix. The Company expects to sign definitive
agreements regarding the acquisition during November 2001 and to close
the acquisition on or before December 31, 2001, subject to the

satisfaction of certain conditions, including government approvals of

the transaction in Israel and the United States.

Biosonix has developed a novel Angle-independent Dual Beam Flow (ADBF)
technology that enables surgeons and other medical personnel to measure

in real-time, and in a simple non-invasive manner, the volume of blood
flowing in the vascular circulation as well as a range of additional
hemodynamic parameters. Based on the ADBF core technology that utilizes
digital multi-gated Doppler ultrasound, Biosonix is in the process of
commercialization of several blood flow devices to answer the specific

needs of different clinical settings, including the operating room,

intensive care unit, emergency room, neurosurgery and vascular surgery.



Biosonix' first product, the FlowGuard(TM), has received CE mark
clearance for distribution in certain European markets. Neoprobe and
Biosonix are preparing for the placement of Biosonix products in key
medical institutions in the United States and Europe to support
regulatory submissions and prepare for the commercial launch of the
products. However, there can be no assurance that the Biosonix products
will receive the necessary marketing approvals from the relevant
regulatory bodies or that if approved, that such products will achieve
market acceptance and produce a positive return.

RESULTS OF OPERATIONS

Revenue for the first nine months of 2001 decreased $1.2 million to

$5.7 million from $6.9 million for the same period in 2000. The primary
reason for the decrease in revenue relates to scheduled changes in the
transfer pricing to the Company's primary customer, Ethicon
Endo-Surgery, Inc. (Ethicon), that occurred following the end of the
first commercial year of the distribution agreement that ended December
31, 2000 and an approximate 6% decline in overall sales volumes of
control units and probes compared to the first nine months of the prior
year. The Company expects fourth quarter sales volumes to be consistent
with the first quarter of 2001 and product gross margins to remain
consistent with the first nine months of 2001.

Research and development expenses during the first nine months of 2001
were $201,000 or 11% of operating expenses as compared to 10% of
operating expenses for the first nine months of 2000, excluding

$190,000 in severance and non-recurring unreimbursed development costs
incurred in 2000. General and administrative expenses were $1.7 million
or 89% of operating expenses. Overall, operating
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expenses for the first nine months of 2001 decreased $474,000 or 20%
over the same period in 2000. The Company anticipates that total
operating expenses for the remaining quarter of 2001 will be consistent
with the first nine months of 2001.

Three months ended September 30, 2001 and 2000

Revenues and Margins. Net product sales decreased $533,000 or 25% to
$1.6 million during the third quarter of 2001 from $2.1 million during
the same period in 2000. Gross margins on product sales decreased to
32% of net sales for the third quarter of 2001 from 42% of net sales

for the same period in 2000. The declines in net product sales and

gross margin in the third quarter of 2001 as compared to the same
period in 2000 are primarily attributable to decreases in product sales
volumes and the transfer prices at which the Company sells its products
to Ethicon.

The Company's distribution agreement with Ethicon provides for transfer
prices based on a percentage of the end customer average sales prices
(ASP) received by Ethicon, subject to certain floor transfer pricing
terms. The distribution agreement provided for a lower percentage of
ASP to be shared with the Company following the first full commercial
year of the distribution agreement that ended December 31, 2000. Due
primarily to the lower percentage of ASP, the Company's calculated
share of ASP fell below the floor price for substantially all products
beginning in the second quarter of 2001. As a result, revenue during
the third quarter was recorded based on the floor transfer prices for
substantially all products. In addition, the cost to manufacture the
Company's products also increased slightly from 2000 to 2001 due
largely to higher electronic and crystal component costs. Revenues in
the third quarters of 2001 and 2000 also included $200,000 from the
pro-rata recognition of license fees related to the distribution
agreement with Ethicon.

Research and Development Expenses. Research and development expenses
decreased $30,000 or 50% to $30,000 during the third quarter of 2001
from $60,000 during the same period in 2000. The decrease is a result



of lower externally contracted product development activities, offset
by additional internal headcount dedicated to activities associated
with the Company's gamma detection instrument product line.

Marketing and Selling Expenses. Marketing and selling expenses
decreased 100% during the third quarter of 2001 from $42,000 during the
same period in 2000 due to elimination of marketing personnel following
the commencement of the Company's distribution agreement with Ethicon
in the fourth quarter of 1999.

General and Administrative Expenses. General and administrative
expenses increased $6,000 or 1% to $539,000 during the third quarter of
2001 from $533,000 during the same period in 2000. The increase was
primarily the result of net reductions in various overhead cost

categories during the third quarter of 2001, and the inclusion of

$24,000 of gains on the sale of certain property and equipment during
the same period in 2000.

Other Income. Other income increased $196,000 or 273% to $268,000
during the third quarter of 2001 from $72,000 during the same period in
2000. Other income during the third quarter of 2001 consisted primarily
of a $238,000 refund of a portion of the limited guarantee made by the
Company related to a loan made by a bank to Neoprobe (Israel) Ltd.
(Neoprobe Israel). The Company had previously put cash on deposit with
the bank as security for the limited guarantee. The full amount of the
limited guarantee was written off in 1998 in conjunction with the
Company's decision to liquidate Neoprobe Israel as the Company did not
expect to receive any of the cash deposit back from the bank. The
Company had requested a full accounting for the deposit following the
sale by the receiver earlier in the year of the Neoprobe Israel

facility. In connection with the refunded cash deposit, the bank also
granted the Company a general release from all obligations related to

the loan. Other income during the third quarter of 2000 consisted
primarily of interest income. Interest income decreased because the
Company received a lower interest rate on its invested cash during the
third quarter of 2001 as compared to the same period in 2000,

consistent with marketplace activity over the two periods.
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Nine months ended September 30, 2001 and 2000

Revenues and Margins. Net product sales decreased $1.2 million or 19%
to $5.1 million during the first nine months of 2001 from $6.2 million
during the same period in 2000. Gross margins on product sales
decreased to 31% of net sales for the first nine months of 2001 from
44% of net sales for the same period in 2000. The declines in net
product sales and gross margin were the combined result of an
approximate 6% decrease in overall sales volumes of control units and
probes and the scheduled one-time reduction in transfer prices for the
first nine months of 2001 as compared to the same period in 2000.

The Company's distribution agreement with Ethicon provides for transfer
prices based on a percentage of the end customer average sales prices
(ASP) received by Ethicon, subject to certain floor transfer pricing

terms. The distribution agreement provided for a lower percentage of
ASP to be shared with the Company following the first full commercial
year of the distribution agreement that ended December 31, 2000. Due
primarily to the lower percentage of ASP, the Company's calculated
share of ASP fell below the floor price for substantially all products
beginning in the second quarter of 2001. As a result, revenue during

the second and third quarters was recorded based on the floor transfer
prices for substantially all products and thus affected year-to-date
revenue and margins for the first nine months of 2001. In addition, the
cost to manufacture the Company's products increased slightly from 2000
to 2001 due largely to higher electronic and crystal component costs.
Revenues in the first nine months of 2001 and 2000 also included
$600,000 from the pro-rata recognition of license fees related to the
distribution agreement with Ethicon and $25,000 and $50,000,
respectively, from the recognition of quarterly milestone fees related

to an option agreement to license certain of the Company's RIGS



technology.

Research and Development Expenses. Research and development expenses
decreased $234,000 or 54% to $201,000 during the first nine months of
2001 from $436,000 during the same period in 2000. The decrease is
primarily due to the inclusion of $40,000 in non-recurring severance

costs and $150,000 in unreimbursed costs related to development of
products in the first quarter of 2000.

Marketing and Selling Expenses. Marketing and selling expenses
decreased 100% during the first nine months of 2001 from $205,000
during the same period in 2000 primarily due to elimination of
marketing personnel and $40,000 of related severance charges incurred
during the first quarter of 2000 following the commencement of the
Company's distribution agreement with Ethicon in the fourth quarter of
1999.

General and Administrative Expenses. General and administrative
expenses decreased $35,000 or 2% to $1.7 million during the first nine
months of 2001 from $1.7 million during the same period in 2000. The
decrease was primarily the result of net reductions in various overhead
cost categories such as professional services, space costs, equipment
rental and insurance,offset by the establishment of a $46,000 allowance
for doubtful accounts related to the Company's license fee and expense
reimbursement receivable from OncoSurg during the first nine months of
2001, and the inclusion of $57,000 of gains on the sale of certain
property and equipment in the same period in 2000.

Other Income. Other income increased $212,000 or 150% to $354,000
during the first nine months of 2001 from $141,000 during the same
period in 2000. Other income during the first nine months of 2001
consisted primarily of a $238,000 refund of a portion of the limited
guarantee made by the Company related to a loan made by a bank to
Neoprobe Israel. The Company had previously put cash on deposit with
the bank as security for the limited guarantee. The full amount of the
limited guarantee was written off in 1998 in conjunction with the
Company's decision to liquidate Neoprobe Israel, as the Company did not
expect to receive any of the cash deposit back from the bank. The
Company had requested a full accounting for the deposit following the
sale by the receiver earlier in the year of the Neoprobe Israel

facility. In connection with the refunded cash deposit, the bank

granted the Company a release from all obligations related to the loan.
Other income during the first nine months of 2000 consisted primarily
of interest income. Interest income decreased because the Company
received a lower interest rate on its invested cash during the first

nine months of 2001 as compared to the same period in 2000, consistent
with marketplace activity over the two periods.
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LIQUIDITY AND CAPITAL RESOURCES

Operating Activities. Cash provided by operations increased $165,000 to
$398,000 during the first nine months of 2001 from $232,000 during the
same period in 2000. Working capital increased to $4.1 million at
September 30, 2001 from $3.8 million at December 31, 2000. The current
ratio remained constant at 2.6 at September 30, 2001 and December 31,
2000.

Accounts receivable decreased to $47,000 at September 30, 2001 from
$365,000 at December 31, 2000. The Company expects receivables levels
to fluctuate in 2001 depending on the timing of purchases and payments
by Ethicon. Inventory levels increased to $1.7 million at September 30,
2001 as compared to $941,000 at December 31, 2000. Inventory is
expected to increase slightly for the remainder of the year. The
Company has been building its stock of certain critical long-lead
components over 2001 in order to take advantage of significant quantity
price breaks, and has continued to maintain appropriate levels of
finished good safety stock to avoid interruption in supply of finished
products to Ethicon.

Investing Activities. Cash used in investing activities in the first
nine months of 2001 totaled $65,000 versus $1.4 million provided by
investing activities during the same period in 2000. During January



2000, the Company sold an investment in an Israeli biotechnology
company for $1.5 million. Capital expenditures in the first nine months
0f 2001 consisted primarily of technology infrastructure, production
tooling, and loaner device upgrades. Capital expenditures in the first
nine months of 2000 were split between purchases of production tools
and equipment and technology infrastructure but were offset by the sale
of excess furniture and fixtures accumulated from prior year headcount
reductions. Capital needs to support instrument development and
manufacturing activities for the remainder of 2001 are expected to be
minimal.

Financing Activities. Financing activities used $113,000 in cash in the
first nine months of 2001 versus $3.3 million during the same period in
2000. During the first quarter of 2000, the Company paid holders of
Series B preferred stock $2.5 million in cash and issued them 3 million
each of common shares and warrants to purchase common shares in
exchange for retiring the outstanding preferred shares.

During January 2001, the Company executed a revolving line of credit
with a bank that will provide the Company with access to up to $1.5
million to finance general working capital needs, subject to certain
terms and covenants. The Company terminated the line of credit on
November 8, 2001. No fees were incurred to terminate the credit
facility.

In the event the Company significantly expands its product development
efforts, either through the addition of incremental internal research

or through the acquisition or licensing of complementary products, it
may need to seek other sources of additional financing. Such financing
may have a dilutive effect on current stockholders.
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New Accounting Pronouncements. In July 2001, the Financial Accounting
Standards Board (FASB) issued Statement of Financial Accounting
Standards (SFAS) No. 141, Business Combinations, and SFAS No. 142,
Goodwill and Other Intangible Assets. Under SFAS 141, any business
combination initiated after June 30, 2001 must be accounted for as a
purchase. For purchase business combinations that are consummated after
June 30, 2001, goodwill and identifiable intangibles should be recorded
and amortized in accordance with SFAS 142, i.e., goodwill and
intangible assets with indefinite lives are not amortized and other
identified intangibles are amortized. For any purchase business
combination consummated on or before June 30, 2001, the accounting
under APB 16 and APB 17 still applies. Goodwill and separately
identifiable intangibles should be recorded and amortized until
adopting SFAS 142, which is required for fiscal years beginning after
December 15, 2001. A calendar year-end company would continue to
amortize goodwill and all separately identifiable intangibles through
December 31, 2001. Upon adoption of SFAS 142, a company would cease
amortizing goodwill and separately identifiable intangibles with
indefinite lives and amortize other identifiable intangibles in
accordance with the guidelines set forth in the standard. The Company
intends to adopt SFAS 141 and 142 according to their prescribed
deadlines but does not believe that adoption will have a material
impact on the Company's financial position or results of operations.

In October 2001, the FASB issued SFAS No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets, which supersedes both SFAS
121, Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of and the accounting and reporting
provisions of APB Opinion No. 30, Reporting the Results of Operations
-- Reporting the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual and Infrequently Occurring Events and
Transactions, for the disposal of a segment of a business (as

previously defined in that Opinion). SFAS 144 retains the fundamental
provisions in SFAS 121 for recognizing and measuring impairment losses
on long-lived assets held for use and long-lived assets to be disposed

of by sale, while also resolving significant implementation issues
associated with SFAS 121. For example, SFAS 144 provides guidance on
how a long-lived asset that is used as part of a group should be

evaluated for impairment, establishes criteria for when a long-lived

asset is held for sale, and prescribes the accounting for a long-lived

asset that will be disposed of other than by sale. SFAS 144 retains the



basic provisions of APB 30 on how to present discontinued operations in
the income statement but broadens that presentation to include a
component of an entity (rather than a segment of a business). Unlike
SFAS 121, an impairment assessment under SFAS 144 will never result in
a write-down of goodwill. Rather, goodwill is evaluated for impairment
under SFAS 142, Goodwill and Other Intangible Assets.

The Company is required to adopt SFAS 144 no later than the year
beginning after December 15, 2001, and plans to adopt its provisions

for the quarter ending March 31, 2002. Management does not expect the
adoption of SFAS 144 for long-lived assets held for use to have a
material impact on the Company's financial statements because the
impairment assessment under SFAS 144 is largely unchanged from SFAS
121. The provisions of the Statement for assets held for sale or other
disposal generally are required to be applied prospectively after the
adoption date to newly initiated disposal activities. Therefore,
management cannot determine the potential effects that adoption of SFAS
144 will have on the Company's financial statements.

FORWARD-LOOKING STATEMENTS

The Private Securities Litigation Reform Act of 1995 (the Act) provides
a safe harbor for forward-looking statements made by or on behalf of

our Company. Our Company and its representatives may from time to time
make written or verbal forward-looking statements, including statements
contained in this report and other Company filings with the Securities
and Exchange Commission and in our reports to shareholders. Statements
which relate to other than strictly historical facts, such as

statements about the Company's plans and strategies, expectations for
future financial performance, new and existing products and
technologies, and markets for the Company's products are
forward-looking statements within the meaning of the Act. Generally,

the words "believe," "expect,”" "intend," "estimate," "anticipate,"

"will" and other similar expressions identify forward-looking

statements. The forward-looking statements are and will
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be based on management's then current views and assumptions regarding
future events and operating performance, and speak only as of their
dates. The Company undertakes no obligation to publicly update or
revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

The following are some of the factors that could affect our financial
performance or could cause actual results to differ materially from
estimates contained in or underlying our Company's forward-looking
statements:

- Neoprobe has suffered significant operating losses for several
years in its history and it may not be able to continue to
achieve profitability.

- Neoprobe products may not achieve the broad market acceptance
they need in order to be a commercial success.

- Neoprobe may not be successful in completing acquisitions to
expand its product line, or if completed, the acquired company
may not result in increased stockholder value.

- Neoprobe relies on a third party for its worldwide marketing
and distribution, who may not be successful in selling
Neoprobe's products.

- Neoprobe relies on third parties to manufacture its products
and Neoprobe will suffer if they do not perform.

- Neoprobe may have difficulty raising additional capital, which
could deprive it of necessary resources.

- Neoprobe may lose out to larger and better-established
competitors.



- Neoprobe's products may be displaced by newer technology.

- Neoprobe is in a highly regulated business and it could face
severe problems if does not comply with all regulatory
requirements in the global markets in which Neoprobe's
products are sold.

- Neoprobe's intellectual property may not have or provide
sufficient legal protections against infringement or loss of

trade secrets.

14
PART II - OTHER INFORMATION

ITEM 6. Exhibits and Reports on Form 8-K
(a) LIST OF EXHIBITS
10. MATERIAL CONTRACTS
Exhibit 10.2.59
Employment Agreement between the Company and David C. Bupp,
dated July 1, 2001.
11. STATEMENT REGARDING COMPUTATION OF PER SHARE EARNINGS
Exhibit 11.1

Computation of Income Per Share.

(b) REPORTS ON FORM 8-K

The registrant filed a current report on Form 8-K on September
12, 2001, reporting its entering into a memorandum of
understanding with Biosonix, Ltd. and its shareholders for the
acquisition of all the outstanding shares of Biosonix, Ltd.

SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant
caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

NEOPROBE CORPORATION
Dated: November 14, 2001

By: /s/ DAVID C. BUPP
David C. Bupp
President and Chief
Executive Officer
(Principal Executive
Officer)

By: /s/ BRENT L. LARSON

Brent L. Larson

Vice President, Finance and
Chief Financial Officer
(Principal Financial and
Accounting Officer)
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EXHIBIT 10.2.59
EMPLOYMENT AGREEMENT

This Employment Agreement is made and entered into effective as of July 1,
2001 (the "Effective Date"), by and between NEOPROBE CORPORATION, a Delaware
Corporation with a place of business at 425 Metro Place North, Suite 300,
Dublin, Ohio 43017-1367 (the "Company") and DAVID C. BUPP of Dublin, Ohio (the
"Employee").

WHEREAS, the Company and the Employee entered into an Employment Agreement
dated as of January 1, 1996 (the "1996 Employment Agreement"); and

WHEREAS, the Company and the Employee entered into an Employment Agreement
dated as of January 1, 1998 (the "1998 Employment Agreement"); and

WHEREAS, the Company and the Employee entered into an Employment Agreement
dated as of July 1, 1999 (the "1999 Employment Agreement"); and

WHEREAS, the Company and the Employee entered into an Employment Agreement
dated as of July 1, 2000 (the "2000 Employment Agreement"); and

WHEREAS, the Company and the Employee wish to establish new terms,
covenants, and conditions for the Employee's continued employment with the
Company through this agreement ("Employment Agreement").

NOW, THEREFORE, in consideration of the mutual agreements herein set forth,
the parties hereto agree as follows:

1. DUTIES. From and after the Effective Date, and based upon the terms and
conditions set forth herein, the Company agrees to employ the Employee
and the Employee agrees to be employed by the Company, as President and
Chief Executive Officer of the Company and in such equivalent,
additional or higher executive level position or positions as shall be
assigned to him by the Company's Board of Directors. While serving in
such executive level position or positions, the Employee shall report
to, be responsible to, and shall take direction from the Board of
Directors of the Company. The Board of Directors shall not require the
Employee to perform any task that is inconsistent with the office of
President or the position of Chief Executive Officer. During the Term
of this Employment Agreement (as defined in Section 2 below), the
Employee agrees to devote substantially all of his working time to the
position he holds with the Company and to faithfully, industriously,
and to the best of his ability, experience and talent, perform the
duties which are assigned to him. The Employee shall observe and abide
by the reasonable corporate policies and decisions of the Company in
all business matters.

The Employee represents and warrants to the Company that Exhibit A
attached hereto sets forth a true and complete list of (a) all offices,
directorships and other positions held by the Employee in corporations
and firms other than the Company and its subsidiaries and (b) any
investment or ownership interest in any corporation or firm other than

the Company beneficially owned by the Employee (excluding investments
in life insurance policies, bank deposits, publicly traded securities

that are less than five percent (5%) of their class and real estate).

The Employee will promptly notify the Board of Directors of the Company
of any additional positions undertaken or investments made by the
Employee during the Term of this Employment Agreement if they are of a
type which, if they had existed on the date hereof, should have been

listed on Exhibit A hereto. As long as the Employee's other positions

or investments in other firms do not create a conflict of interest,

violate the Employee's obligations under Section 7 below or cause the
Employee to neglect his duties hereunder, such activities and positions
shall not be deemed to be a breach of this Employment Agreement.

2. TERM OF THIS EMPLOYMENT AGREEMENT. Subject to Sections 4 and 5 hereof,

the Term of this Employment Agreement shall be for a period of
thirty-six (36) months, commencing July 1, 2001 and terminating June
30, 2004.

3. COMPENSATION. During the Term of this Employment Agreement, the
Company shall pay, and the Employee agrees to accept as full
consideration for the services to be rendered by the Employee
hereunder, compensation consisting of the following:



A. SALARY. Beginning on the first day of the Term of this Employment
Agreement, the Company shall pay the Employee a salary of Three
Hundred Ten Thousand Dollars ($310,000) per year, payable in
semi-monthly or monthly installments as requested by the
Employee.

Beginning on July 1, 2003, the Company shall pay the Employee a
salary of Three Hundred Twenty-Five Thousand Dollars ($325,000)
per year, payable in semi-monthly or monthly installments as
requested by the Employee.

B. BONUS. The Compensation Committee of the Board of Directors will,
on an annual basis, review the performance of the Company and of
the Employee and will pay such bonus as it deems appropriate, in
its discretion, to the Employee based upon such review. Such
review and bonus shall be consistent with any bonus plan adopted
by the Compensation Committee, which covers the executive
officers and employees of the Company generally.

C. BENEFITS. During the Term of this Employment Agreement, the
Employee will receive such employee benefits as are generally
available to all employees of the Company.

D. STOCK OPTIONS. The Compensation Committee of the Board of
Directors may, from time-to-time, grant stock options, restricted
stock purchase opportunities and such other forms of stock-based
incentive compensation as it deems appropriate, in its
discretion, to the Employee under the Company's Stock Option and
Restricted Stock Purchase Plan and the 1996 Stock Incentive Plan
(the "Stock Plans"). The terms of the relevant award agreements
shall govern the rights of the Employee and the Company
thereunder in the event of any conflict between such agreement
and this Employment Agreement.

E. VACATION. The Employee shall be entitled to twenty-five (25) days
of vacation during each calendar year during the Term of this
Employment Agreement.

F. EXPENSES. The Company shall reimburse the Employee for all
reasonable out-of-pocket expenses incurred by him in the
performance of his duties hereunder, including expenses for
travel, entertainment and similar items, promptly after the
presentation by the Employee, from time-to-time, of an itemized
account of such expenses.

4. TERMINATION.

A. FOR CAUSE. The Company may terminate the employment of the
Employee prior to the end of the Term of this Employment
Agreement "for cause." Termination "for cause" shall be defined
as a termination by the Company of the employment of the Employee
occasioned by the failure by the Employee to cure a willful
breach of a material duty imposed on the Employee under this
Employment Agreement within 15 days after written notice thereof
by the Company or the continuation by the Employee after written
notice by the Company of a willful and continued neglect of a
duty imposed on the Employee under this Employment Agreement. In
the event of termination by the Company "for cause," all salary,
benefits and other payments shall cease at the time of
termination, and the Company shall have no further obligations to
the Employee.

B. RESIGNATION. If the Employee resigns for any reason, all salary,
benefits and other payments (except as otherwise provided in
paragraph G of this Section 4 below) shall cease at the time such
resignation becomes effective. At the time

-
of any such resignation, the Company shall pay the Employee the
value of any accrued but unused vacation time, and the amount of
all accrued but previously unpaid base salary through the date of
such termination. The Company shall promptly reimburse the



Employee for the amount of any expenses incurred prior to such
termination by the Employee as required under paragraph F of
Section 3 above.

. DISABILITY, DEATH. The Company may terminate the employment of
the Employee prior to the end of the Term of this Employment
Agreement if the Employee has been unable to perform his duties
hereunder for a continuous period of six (6) months due to a
physical or mental condition that, in the opinion of a licensed
physician, will be of indefinite duration or is without a
reasonable probability of recovery. The Employee agrees to submit
to an examination by a licensed physician of his choice in order
to obtain such opinion, at the request of the Company, made after
the Employee has been absent from his place of employment for at
least six (6) months. Such examination shall be paid for by the
Company. However, this provision does not abrogate either the
Company's or the Employee's rights and obligations pursuant to
the Family and Medical Leave Act of 1993, and a termination of
employment under this paragraph C shall not be deemed to be a
termination for cause.

If during the Term of this Employment Agreement, the Employee
dies or his employment is terminated because of his disability,

all salary, benefits and other payments shall cease at the time

of death or disability, provided, however, that the Company shall
provide such health, dental and similar insurance or benefits as
were provided to Employee immediately before his termination by
reason of death or disability, to Employee or his family for the
longer of twelve (12) months after such termination or the full
unexpired Term of this Employment Agreement on the same terms and
conditions (including cost) as were applicable before such
termination. In addition, for the first six (6) months of

disability, the Company shall pay to the Employee the difference,
if any, between any cash benefits received by the Employee from a
Company-sponsored disability insurance policy and the Employee's
salary hereunder. At the time of any such termination, the
Company shall pay the Employee, the value of any accrued but
unused vacation time, and the amount of all accrued but

previously unpaid base salary through the date of such

termination. The Company shall promptly reimburse the Employee
for the amount of any expenses incurred prior to such termination
by the Employee as required under paragraph F of Section 3 above.

TERMINATION WITHOUT CAUSE. A termination without cause is a
termination of the employment of the Employee by the Company that
is not "for cause" and not occasioned by the resignation, death
or disability of the Employee. If the Company terminates the
employment of the Employee without cause, (whether before the end
of the Term of this Employment Agreement or, if the Employee is
employed by the Company under paragraph E of this Section 4
below, after the Term of this Employment Agreement has ended) the
Company shall, at the time of such termination, pay to the
Employee the severance payment provided in paragraph F of this
Section 4 below together with the value of any accrued but unused
vacation time and the amount of all accrued but previously unpaid
base salary through the date of such termination and shall
provide him with all of his benefits under paragraph C of Section
3 above for the longer of twenty-four (24) months or the full
unexpired Term of this Employment Agreement. The Company shall
promptly reimburse the Employee for the amount of any expenses
incurred prior to such termination by the Employee as required
under paragraph F of Section 3 above.

If the Company terminates the employment of the Employee because
it has ceased to do business or substantially completed the
liquidation of its assets or because it has relocated to another

city and the Employee has decided not to relocate also, such
termination of employment shall be deemed to be without cause.

. END OF THE TERM OF THIS EMPLOYMENT AGREEMENT. Except as otherwise
provided in paragraphs F and G of this Section 4 below, the
Company may terminate the employment of
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the Employee at the end of the Term of this Employment Agreement
without any liability on the part of the Company to the Employee
but, if the Employee continues to be an employee of the Company
after the Term of this Employment Agreement ends, his employment
shall be governed by the terms and conditions of this Agreement,
but he shall be an employee at will and his employment may be
terminated at any time by either the Company or the Employee
without notice and for any reason not prohibited by law or no
reason at all. If the Company terminates the employment of the
Employee at the end of the Term of this Employment Agreement, the
Company shall, at the time of such termination, pay to the
Employee the severance payment provided in paragraph F of this
Section 4 below together with the value of any accrued but unused
vacation time and the amount of all accrued but previously unpaid
base salary through the date of such termination. The Company
shall promptly reimburse the Employee for the amount of any
reasonable expenses incurred prior to such termination by the
Employee as required under paragraph F of Section 3 above.

SEVERANCE. If the employment of the Employee is terminated by the
Company, at the end of the Term of this Employment Agreement or,
without cause (whether before the end of the Term of this
Employment Agreement or, if the Employee is employed by the
Company under paragraph E of this Section 4 above, after the Term
of this Employment Agreement has ended), the Employee shall be
paid, as a severance payment at the time of such termination, the
amount of Four Hundred Six Thousand Two Hundred Fifty Dollars
($406,250) together with the value of any accrued but unused
vacation time. If any such termination occurs at or after the
substantial completion of the liquidation of the assets of the
Company, the severance payment shall be increased by adding
Eighty-One Thousand Two Hundred Fifty Dollars ($81,250) to such
amount.

CHANGE OF CONTROL SEVERANCE. In addition to the rights of the
Employee under the Company's employee benefit plans (paragraphs C
of Section 3 above) but in lieu of any severance payment under
paragraph F of this Section 4 above, if there is a Change in
Control of the Company (as defined below) and the employment of
the Employee is concurrently or subsequently terminated (a) by
the Company without cause, (b) by the expiration of the Term of
this Employment Agreement, or (c) by the resignation of the
Employee because he has reasonably determined in good faith that
his titles, authorities, responsibilities, salary, bonus
opportunities or benefits have been materially diminished, that a
material adverse change in his working conditions has occurred,
that his services are no longer required in light of the
Company's business plan, or the Company has breached this
Employment Agreement, the Company shall pay the Employee, as a
severance payment, at the time of such termination, the amount of
Six Hundred Fifty Thousand Dollars ($650,000) together with the
value of any accrued but unused vacation time, and the amount of
all accrued but previously unpaid base salary through the date of
termination and shall provide him with all of this benefits under
paragraph C of Section 3 above for the longer of six (6) months
or the full unexpired Term of this Employment Agreement. If any
such termination occurs at or after the substantial completion of
the liquidation of the assets of the Company, the severance
payment shall be increased by adding Eighty-One Thousand Two
Hundred Fifty Dollars ($81,250) to such amount. The Company shall
promptly reimburse the Employee for the amount of any expenses
incurred prior to such termination by the Employee as required
under paragraph F of Section 3 above.

For the purpose of this Employment Agreement, a Change in Control
of the Company has occurred when: (a) any person (defined for the
purposes of this paragraph G to mean any person within the

meaning of Section 13 (d) of the Securities Exchange Act of 1934
(the "Exchange Act")), other than Neoprobe or an employee benefit
plan created by its Board of Directors for the benefit of its
employees, either directly or indirectly, acquires beneficial
ownership (determined under Rule 13d-3 of the Regulations



promulgated by the Securities and Exchange Commission under
Section 13(d) of the Exchange Act) of securities issued by
Neoprobe having fifteen percent (15%) or more of the voting power
of all the voting securities issued by Neoprobe in the election

of Directors at the next meeting of the holders of voting

4-
securities to be held for such purpose; (b) a majority of the
Directors elected at any meeting of the holders of voting
securities of Neoprobe are persons who were not nominated for
such election by the Board of Directors or a duly constituted
committee of the Board of Directors having authority in such
matters; (c) the stockholders of Neoprobe approve a merger or
consolidation of Neoprobe with another person other than a merger
or consolidation in which the holders of Neoprobe's voting
securities issued and outstanding immediately before such merger
or consolidation continue to hold voting securities in the
surviving or resulting corporation (in the same relative
proportions to each other as existed before such event)
comprising eighty percent (80%) or more of the voting power for
all purposes of the surviving or resulting corporation; or (d)
the stockholders of Neoprobe approve a transfer of substantially
all of the assets of Neoprobe to another person other than a
transfer to a transferee, eighty percent (80%) or more of the
voting power of which is owned or controlled by Neoprobe or by
the holders of Neoprobe's voting securities issued and
outstanding immediately before such transfer in the same relative
proportions to each other as existed before such event. The
parties hereto agree that for the purpose of determining the time
when a Change of Control has occurred that if any transaction
results from a definite proposal that was made before the end of
the Term of this Employment Agreement but which continued until
after the end of the Term of this Employment Agreement and such
transaction is consummated after the end of the Term of this
Employment Agreement, such transaction shall be deemed to have
occurred when the definite proposal was made for the purposes of
the first sentence of this paragraph G of this Section 4.

H. BENEFIT AND STOCK PLANS. In the event that a benefit plan or
Stock Plan which covers the Employee has specific provisions
concerning termination of employment, or the death or disability
of an employee (e.g., life insurance or disability insurance),
then such benefit plan or Stock Plan shall control the
disposition of the benefits or stock options.

PROPRIETARY INFORMATION AGREEMENT. Employee has executed a Proprietary
Information Agreement as a condition of employment with the Company.

The Proprietary Information Agreement shall not be limited by this

Employment Agreement in any manner, and the Employee shall act in

accordance with the provisions of the Proprietary Information

Agreement at all times during the Term of this Employment Agreement.

. NON-COMPETITION. Employee agrees that for so long as he is employed by
the Company under this Employment Agreement and for one (1) year
thereafter, the Employee will not:

A. enter into the employ of or render any services to any person,
firm, or corporation, which is engaged, in any part, in a
Competitive Business (as defined below);

B. engage in any directly Competitive Business for his own account;

C. become associated with or interested in through retention or by
employment any Competitive Business as an individual, partner,
shareholder, creditor, director, officer, principal, agent,
employee, trustee, consultant, advisor, or in any other
relationship or capacity; or

D. solicit, interfere with, or endeavor to entice away from the
Company, any of its customers, strategic partners, or sources of

supply.

Nothing in this Employment Agreement shall preclude Employee from



taking employment in the banking or related financial services
industries nor from investing his personal assets in the securities or

any Competitive Business if such securities are traded on a national
stock exchange or in the over-the-counter market and if such
investment does not result in his beneficially owning, at any time,

more than one percent (1%) of the publicly-traded equity securities of
such Competitive Business. "Competitive Business" for purposes of this
Employment Agreement shall mean any business or enterprise which:

5.

a. is engaged in the development and/or commercialization of
products and/or systems for use in intraoperative detection of
cancer, or

b. reasonably understood to be competitive in the relevant market
with products and/or systems described in clause a above, or

c. the Company engages in during the Term of this Employment
Agreement pursuant to a determination of the Board of Directors
and from which the Company derives a material amount of revenue
or in which the Company has made a material capital investment.

The covenant set forth in this Section 6 shall terminate immediately
upon the substantial completion of the liquidation of assets of the
Company or the termination of the employment of the Employee by the
Company without cause or at the end of the Term of this Employment
Agreement.

7. ARBITRATION. Any dispute or controversy arising under or in connection
with this Employment Agreement shall be settled exclusively by
arbitration in Columbus, Ohio, in accordance with the non-union
employment arbitration rules of the American Arbitration Association
("AAA") then in effect. If specific non-union employment dispute rules
are not in effect, then AAA commercial arbitration rules shall govern
the dispute. If the amount claimed exceeds $100,000, the arbitration
shall be before a panel of three arbitrators. Judgment may be entered
on the arbitrator's award in any court having jurisdiction. The
Company shall indemnify the Employee against and hold him harmless
from any attorney's fees, court costs and other expenses incurred by
the Employee in connection with the preparation, commencement,
prosecution, defense, or enforcement of any arbitration, award,
confirmation or judgment in order to assert or defend any right or
obtain any payment under paragraph C of Section 4 above or under this
sentence; without regard to the success of the Employee or his
attorney in any such arbitration or proceeding.

8. GOVERNING LAW. The Employment Agreement shall be governed by and
construed in accordance with the laws of the State of Ohio.

9. VALIDITY. The invalidity or unenforceability of any provision or
provisions of this Employment Agreement shall not affect the validity
or enforceability of any other provision of the Employment Agreement,
which shall remain in full force and effect.

10. ENTIRE AGREEMENT.

A. The 2000 Employment Agreement is terminated as of the effective
date of this Employment Agreement, except that awards under the
Stock Plans granted to the Employee in the 2000 Employment
Agreement or in any previous employment agreement or by the
Compensation Committee remain in full force and effect, and
survive the termination of the 1999 Employment Agreement and
except that the bonus opportunities granted to the Employee in
paragraph 3 of the letter agreement dated February 16, 1995
remain in full force and effect, and survive the termination of
the 2000 Employment Agreement.

B. This Employment Agreement constitutes the entire understanding
between the parties with respect to the subject matter hereof,
superseding all negotiations, prior discussions, and preliminary
agreements. This Employment Agreement may not be amended except
in writing executed by the parties hereto.



11. EFFECT ON SUCCESSORS OF INTEREST. This Employment Agreement shall
inure to the benefit of and be binding upon heirs, administrators,
executors, successors and assigns of each of the parties hereto.
Notwithstanding the above, the Employee recognizes and agrees that his
obligation under this Employment Agreement may not be assigned without
the consent of the Company.

-6-
IN WITNESS WHEREOF, the parties hereto have executed and delivered this
Employment Agreement as of the date first written above.

NEOPROBE CORPORATION EMPLOYEE
By: /s/ Michael Moore /s/ David Bupp
Michael P. Moore, Chairman David C. Bupp
Compensation Committee
-7-
EXHIBIT A

Non-salaried consultant to NuRigs, Ltd.

-8-



EXHIBIT 11.1
NEOPROBE CORPORATION
COMPUTATION OF INCOME PER SHARE

<TABLE>
<CAPTION>
Three Months Ended September 30, Nine Months Ended September 30,
2001 2000 2001 2000
<S> <C> <C> <C> <C>
Weighted average number of common shares outstanding
used in computing basic income per share 25,898,264 25,855,341 25,896,342 25,628,355

Add net shares issuable pursuant to stock option plans less
shares assumed repurchased at the average market price 215,790 215,599 223,474 356,820

Add net shares issuable pursuant to outstanding warrants less
shares assumed repurchased at the average market price -- 4,453 -- 670,081

Weighted average number of common shares outstanding
used in computing diluted income per share 26,114,054 26,075,393 26,119,816 26,655,256

Income attributable to common stockholders $ 401,269 $ 504,090 $ 659,741 $ 351,873

Basic income per share attributable to common stockholders § 002 § 0.02 $ 003 §$ 0.01

Diluted income per share attributable to common stockholders $§ 0.02 $  0.02 § 003 $ 0.01

</TABLE>



