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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-QSB

x QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934.

For the quarterly period ended March 31, 2006

¨ TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934.

For the transition period from              to             .

0-20727

(Commission File Number)

NOVT Corporation
(Exact Name of Registrant as Specified in Its Charter)

Florida 59-2787476
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

4350 International Blvd. 30093
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Norcross, GA
(Address of Principal Executive Offices) (Zip Code)

(770) 717-0904

(Registrant�s telephone, including area code)

Check whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such
requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  x    No  ¨

As of April 28, 2006, there were 4,083,721 shares of the registrant�s common stock outstanding.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

NOVT CORPORATION

CONSOLIDATED BALANCE SHEETS

(in thousands, except number of shares data)

March 31,
2006

December 31,
2005

(unaudited)
ASSETS

Current assets:
Cash and cash equivalents $ 6,764 $ 10,449
Restricted cash 1,188 1,864
Short-term investments �  349
Accounts receivable and other receivable 955 476
Inventory, net �  19
Assets held for sale �  419
Note receivable �  �  
Prepaid expenses and other current assets 304 431

Total current assets 9,211 14,007
Property and equipment, net �  81

Total assets $ 9,211 $ 14,088

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 379 $ 571
Accrued expenses 1,241 2,862
Unearned revenue �  367

Total current liabilities 1,620 3,800

Shareholders� equity:
Preferred stock, $.01 par value, 5,000,000 shares authorized; no shares issued and outstanding �  �  
Common stock, $.01 par value, 6,250,000 shares authorized; 4,094,454 shares issued 41 41
Additional paid-in capital 187,975 187,971
Accumulated other comprehensive loss (2) �  
Accumulated deficit (180,251) (177,552)
Treasury stock, at cost, 10,733 shares (172) (172)

Total shareholders' equity 7,591 10,288

Total liabilities and shareholders' equity $ 9,211 $ 14,088

See accompanying notes.
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NOVT CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per-share data)

Three Months Ended
March 31,

2006 2005
Net sales $ 406 $ 3,413
Cost of sales 411 4,118

Gross margin (loss) (5) (705)

Operating expenses:
Research and development 55 434
Sales and marketing 321 2,702
General and administrative 3,066 2,878

Total operating expenses 3,442 6,014

Loss from operations (3,447) (6,719)
Interest income 122 140
Other income 625 25

Total other income 747 165

Net loss $ (2,700) $ (6,554)

Net loss per share - Basic and Diluted $ (0.66) $ (1.60)

Weighted average shares outstanding - Basic and Diluted 4,084 4,084
See accompanying notes.
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NOVT CORPORATION

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Three Months Ended
March 31,

2006 2005
Cash flows from operating activities:
Net loss $ (2,700) $ (6,554)
Adjustments to reconcile net loss to net cash used in operating activities:

Amortization of capitalized disposal costs 20 33
Stock based compensation expense (benefit) 4 (12)
Gain on sale of VBT business (625) �  
Provision for doubtful accounts (8) 84
Changes in assets and liabilities:
Accounts receivable 196 930
Inventory 19 993
Prepaid expenses and other current assets (922) 152
Other assets �  22
Accounts payable (193) (342)
Accrued expenses (624) 935
Unearned revenue 191 (568)

Net cash used in operating activities (4,642) (4,327)

Cash flows from investing activities:
Maturity/sale of short-term investments 348 7,158
Purchase of short-term investments �  (1,283)
Receipt of restricted cash 676 �  
Cash payment at closing of VBT business sale (67) �  

Net cash provided by investing activities 957 5,875

Effect of exchange rate changes on cash �  (71)

Net increase (decrease) in cash and cash equivalents (3,685) 1,477
Cash and cash equivalents at beginning of period 10,449 19,082

Cash and cash equivalents at end of period $ 6,764 $ 20,559

See accompanying notes.
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NOVT CORPORATION

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2006

NOTE 1. BASIS OF PRESENTATION

The accompanying unaudited consolidated financial statements of NOVT Corporation (�NOVT� or the �Company�) and its wholly owned
subsidiaries have been prepared in accordance with accounting principles generally accepted in the United States for interim financial
information and in accordance with general instructions to Form 10-QSB. Accordingly, such consolidated financial statements do not include all
of the information and disclosures required by accounting principles generally accepted in the United States for complete financial statements.
All normal and recurring adjustments considered necessary for a fair presentation of NOVT�s financial results and condition have been included.

The operating results of the interim periods presented are not necessarily indicative of the results to be achieved for the year ending
December 31, 2006. The accompanying unaudited consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and notes thereto for the year ended December 31, 2005, included in NOVT�s 2005 Annual Report on Form 10-K filed with
the Securities and Exchange Commission (�SEC�).

The consolidated financial statements include the accounts of NOVT and its wholly owned subsidiaries. Significant inter-company transactions
and accounts have been eliminated.

The accompanying financial statements are presented on a going concern basis through March 31, 2006.

Subsequent to the implementation of the wind down of the VBT business announced in February 2005, the Company began discussions with
Best Vascular, Inc. (�Best Vascular�) and its affiliate, Best Medical International, Inc. (�BMI�), regarding a sale of substantially all of the assets of
the Company�s vascular brachytherapy (�VBT�) business. On August 25, 2005, NOVT entered into an asset purchase agreement to sell
substantially all assets related to the VBT business to Best Vascular. On October 12, 2005, the Company entered into an amended and restated
asset purchase agreement with Best Vascular and BMI, which agreement was subsequently amended on November 30, 2005 and January 27,
2006 (as amended, the �Amended and Restated Asset Purchase Agreement�).

On March 9, 2006, the Company completed the sale of substantially all of the assets of its VBT business to Best Vascular pursuant to the
Amended and Restated Asset Purchase Agreement. The asset sale transaction was approved by the Company�s shareholders at a meeting held on
March 7, 2006. Pursuant to the Amended and Restated Asset Purchase Agreement, BMI agreed to guarantee the full and faithful performance by
Best Vascular of all agreements of Best Vascular set forth in the agreement.

The assets of the Company sold include the patents and other intellectual property, the inventory and equipment, furniture, records, sales
materials, and various agreements and contracts in each case associated with the VBT business. The assets sold do not include cash and cash
equivalents and certain other assets not related to the VBT business.

The consideration for the sale of assets is the assumption by Best Vascular of the Company�s liabilities described below:

� liabilities incurred or arising after the closing from that certain patent infringement litigation filed against the Company by Calmedica,
LLC (�Calmedica�) pending in the United States District Court for the Northern District of Georgia and the United States District Court
for the Northern District of Illinois in consideration of a cash payment of $350,000 by the Company to Best Vascular;

� liabilities incurred or arising before or after the closing under the Company�s supply agreement dated October 14, 1999, with AEA
Technology-QSA, GmbH (�AEA�), such as obligations to decontaminate and decommission equipment;

�
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liabilities incurred or arising after the closing under certain royalty agreements and other agreements between the Company and
various third parties;

� liabilities arising after the closing for utility payment obligations with respect to the Company�s leased facilities at 4350 International
Boulevard, Norcross, Georgia; and

� liabilities arising after the closing from the use or ownership of the VBT business assets.
In addition, Best Vascular acquired the Company�s accounts receivable and assumed the Company�s trade accounts payable related to the VBT
business at the closing, subject to a reconciliation and true-up procedure in June 2006. Also, the Company, Best Vascular and BMI entered into a
letter agreement addressing various transition issues, including temporary shared use of office space, use of computers and communications
systems, and certain other transition-related matters.

5
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In connection with the original asset purchase agreement entered into on August 25, 2005, NOVT, Best Vascular and BMI entered into a
marketing representation agreement on August 25, 2005 pursuant to which Best Vascular marketed and solicited orders for NOVT�s existing
inventory of products, including the Beta-Cath� System, in consideration of the payment to Best Vascular of $25,000 on a weekly basis. NOVT,
Best Vascular and BMI subsequently amended the marketing representation agreement to extend its term to December 31, 2005, February 15,
2006 and March 31, 2006, consistent with extensions of the Amended and Restated Asset Purchase Agreement.

As part of the transaction, the Company amended its amended and restated articles of incorporation to change the name of the Company from
�Novoste Corporation� to �NOVT Corporation�. As a result of the completion of the asset sale transaction, the Company has no continuing business
operations and is deemed to be a �shell� corporation with principally cash assets and a note receivable.

On October 19, 2005, the Company received a delisting notice from NASDAQ�s listing qualifications department. The delisting notice was
issued as a result of the common stock�s noncompliance with NASDAQ�s $1 minimum bid price requirements for continued listing. The delisting
of the common stock was stayed pending an oral hearing in front of a NASDAQ listing qualifications panel on November 17, 2005. To enable
the common stock to regain compliance and avoid delisting at that time, the Company implemented a one-for-four reverse stock split effective
on November 4, 2005.

As a result of the reverse stock split, each four shares of common stock outstanding as of 12:01 a.m., Eastern Standard Time, on November 4,
2005, were exchanged for one share of common stock and the total number of shares outstanding was reduced from approximately 16.3 million
shares to approximately 4.1 million shares. As a result, the share and the per share computation for the current and any prior period financial
statements presented have been based on the converted number of shares giving effect to such reverse stock split.

On March 23, 2006, NOVT received a notice from the NASDAQ Stock Market indicating that the Company was not in compliance with the
NASDAQ Stock Market�s requirements for continued listing because, as a result of the sale on March 9, 2006 of the Company�s VBT business to
Best Vascular, the Company no longer has an operating business. The notice resulted in delisting of the Company�s common stock at the open of
business on April 3, 2006.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

NOVT�s significant accounting policies are included in the audited financial statements and notes thereto for the year ended December 31, 2005
included in NOVT�s 2005 Annual Report on Form 10-K (�2005 10-K�) filed with the SEC. The items below supplement the information presented
in the 2005 10-K.

Stock Options

Effective January 1, 2006, the Company adopted Statement No. 123R, Share-Based Payment (SFAS 123R), which requires companies to
measure and recognize compensation expense for all stock-based payments at fair value. SFAS 123R is being applied on the modified
prospective basis. Prior to the adoption of SFAS 123R, the Company accounted for its stock-based compensation plans under the recognition
and measurement principles of Accounting Principles Board (APB) Opinion No. 25, Accounting for Stock Issued to Employees, and related
interpretations, and accordingly, recognized no compensation expense related to the stock-based plan as stock options were granted at an
exercise price equal to the market price of our stock on the grant date.

Under the modified prospective approach, SFAS 123R applies to new awards and to awards that were outstanding on January 1, 2006 that are
subsequently modified, repurchased or cancelled. Under the modified prospective approach, compensation cost recognized for the first quarter of
fiscal 2006 includes only the quarterly amount of compensation cost for all share-based payments granted prior to, but not yet vested on,
January 1, 2006, based on the grant-date fair value estimated in accordance with the provisions of SFAS 123R, and compensation cost for all
share-based payments granted subsequent to January 1, 2006, based on the grant-date fair value estimated in accordance with the provisions of
SFAS 123R. Compensation amounts related to prior periods have not been recorded and the prior periods were not restated to reflect the impact
of adopting the new standard. In addition, compensation expense reflects forfeitures based on the anticipated vesting as of January 1, 2006.

As a result of adopting SFAS 123R on January 1, 2006, the net loss for the three months ended March 31, 2006, was $4,000 higher than if the
Company had continued to account for stock-based compensation under APB Opinion 25.

6
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The following table illustrates the effect on net loss and let loss per share had the Company accounted for stock-based compensation in
accordance with SFAS 123R for the three months ended March 31, 2005 (in thousands, except per share):

Three Months Ended
March 31, 2005

Net loss, as reported $ (6,554)
Add: Total stock-based compensation expense (benefit) included in net loss (12)
Deduct: Total stock-based employee compensation expense determined under fair value based
method for all awards (197)

Pro forma net loss $ (6,763)

Loss per share (Basic and Diluted):
As reported $ (1.60)

Pro forma $ (1.66)

7
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The Company uses the Black-Scholes option-pricing model to estimate fair value of stock-based awards with the following weighted average
assumptions:

At March 31,
2006

At March 31,
2005

Expected life (years) 5.00 5.00
Expected volatity 1.34 0.68
Dividend yield 0.00% 0.00%
Risk-free interest rate 4.31% 1.95%

Option valuation models require input of highly subjective assumptions including the expected stock price volatility. Because the Company�s
stock options have characteristics significantly different from those of traded options, and because changes in the subjective input assumptions
can materially affect the fair value estimate, in management�s opinion, the existing models do not necessarily provide a reliable single measure of
the fair value of its employee stock options.

As of March 31, 2006, there was $18,000 of total unrecognized compensation costs related to the outstanding stock options, which is expected to
be recognized over the remaining vesting period.

Stock option activity is summarized as follows:

Plan Options
Outstanding Exercise Price

Weighted Average
Exercise Price

Balance at December 31, 2005 484,217 $11.60-$197.00 $ 22.30
Canceled (80,389)

Balance at March 31, 2006 403,828 $11.60-$ 197.00 $ 23.49

At March 31, 2006, a total of 386,401 shares were available for grant under the Company�s Stock Options Plans.

Liabilities assumed by Best Vascular

In connection with the sale of the VBT business, Best Vascular has agreed to assume certain liabilities related to the VBT business as described
in Note 18 to these unaudited consolidated financial statements. However, NOVT was not able to obtain an executed assignment agreement of
the liabilities for certain of its creditors, and does not consider these liabilities settled as prescribed in SFAS 140, Accounting for Transfers and
Servicing of Financial Assets and Extinguishment of Liabilities � a Replacement of FASB Statement 125. In this regard, NOVT has recorded a
receivable from Best Vascular in the amount of the assumed liabilities where the Company does not have an executed assignment agreement,
offset by a payable for a similar amount, to reflect the assumed liability. These assets and liabilities are included in current assets and current
liabilities, respectively, in the accompanying unaudited financial statements.

Asset Impairment

NOVT evaluates the carrying value of long-lived assets in accordance with the provisions of SFAS 144, Accounting for the Impairment or
Disposal of Long-Lived Assets, whenever events or circumstances indicate that the carrying value of an asset may not be recoverable.
Recoverability of assets to be held is determined based on the carrying value of an asset exceeding the future undiscounted net cash flow
expected to be generated by the asset. If an asset is not recoverable, impairment is measured by the excess of the discounted future cash flows
over the carrying value of the asset.

Accounts and Note Receivable

Accounts receivable at December 31, 2005 include receivables due from product sales and amounts due under lease and service arrangements to
hospitals relating to radiation and transfer devices. The Company performed periodic credit evaluations of its customer�s financial condition and
did not require collateral. Allowances for uncollectible accounts receivable represent estimates of expected credit losses based on periodic
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reviews of customer accounts and historical collection experience. The carrying amounts reported in the consolidated balance sheets for
accounts receivable approximated their fair value. As of March 31, 2006, all accounts receivables relating to the VBT business had been
transferred to Best Vascular.
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Note receivable at March 31, 2006 consists of a promissory note from ONI Medical Systems, Inc. (�ONI�). The Company performs periodic
evaluations of the collectability of this note. The carrying amount reported in the consolidated balance sheet approximates its fair value (see
Note 17 to these unaudited consolidated financial statements).

Assets Held for Sale

Following the announcement of a staged wind down of its VBT business in February 2005, and subsequent determination as to the timing
thereof, NOVT committed to a plan for the sale of certain assets in accordance with the wind down plan. The plan included actively identifying
and seeking buyers for these assets. In accordance with the provisions of SFAS 144, assets held for sale were stated at estimated net realizable
value and depreciation on these assets was suspended (see also Note 6 to these unaudited consolidated financial statements). The sale of these
assets to Best Vascular was completed on March 9, 2006.

Employment Termination Costs

As part of the wind down plan, NOVT has provided financial incentives through stay bonuses and severance payments to employees to remain
with the Company to complete the sale of the VBT business and to manage the wind down. NOVT accounts for these termination benefits in
accordance with SFAS 146, Accounting for Costs Associated with Exit or Disposal Activities (see also Note 14 to these unaudited consolidated
financial statements). All such financial incentives were substantially paid as of March 31, 2006.

NOTE 3. CASH EQUIVALENTS, RESTRICTED CASH AND SHORT-TERM INVESTMENTS

Cash equivalents are comprised of certain highly liquid investments acquired with maturities of less than three months. In addition to cash
equivalents, NOVT has investments in commercial paper and other securities that are classified as short-term. All securities are considered as
available-for-sale and reported at fair value, with the unrealized gains and losses reported as a component of Other Comprehensive Income
(Loss) in the shareholders� equity section (see Note 12 to these unaudited consolidated financial statements). The amortized cost of debt
securities in this category, if significant, is adjusted for amortization and included in interest income. Declines in value judged to be
other-than-temporary on available-for-sale securities, of which there were none, would be included in interest income. Realized gains and losses
are included in interest income and are determined on a specific identification basis. Interest and dividends on securities classified as
available-for-sale are included in interest income.

The restricted cash consists of funds held in two Rabbi trusts funded on July 15, 2005. NOVT funded these two Rabbi trusts to provide for
incentive compensation deferred until the completion of certain milestones related to the wind down and/or termination of employment. On
July 15, 2005, NOVT deposited $3,409,000 to fund the NOVT Corporation Executive Rabbi Trust (the �Executive Trust�) and $641,000 to fund
the NOVT Corporation Employee Rabbi Trust (the �Employee Trust�, and together with the Executive Trust, the �Trusts�).

Each of the Trusts was initially established (on an unfunded and revocable basis) on May 20, 2005 pursuant to trust agreements with AST Trust
Company, as trustee, which were amended on July 15, 2005 (as amended, the �Trust Agreements�). The Trusts were established to hold funds that
the Company may be required to distribute in the future pursuant to obligations incurred under certain of the Company�s nonqualified deferred
compensation plans (the �Plans�) and obligations that would become payable in the event of a change of control of the Company.

9
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Under the Trust Agreements, the types of benefits that the Trusts are authorized to pay include:

� salary related programs including base pay, bonuses, commissions and the Company�s contributions to all employee benefit programs
for individuals as long as they remain in the Company�s employ;

� payments under the NOVT Corporation Key Employee Retention Plan;

� payments under the NOVT Corporation Senior Officer Amended and Restated Termination Agreements;

� payments under the severance and change of control protection programs for selected employees who are not covered by the programs
and agreements referred to above;

� administrative expenses; and

� legal costs incurred by beneficiaries in obtaining distributions from the Executive Trust.
On July 15, 2005, the committee of NOVT�s board of directors responsible for administering the Trusts determined that a potential change of
control of NOVT had occurred as a result of NOVT entering into the merger agreement with ONI. Under the Trust Agreements, the Trusts
become irrevocable automatically upon the occurrence of a change of control or potential change of control of the Company. Once irrevocable,
the Trusts will not terminate until the date on which participants and their beneficiaries are no longer entitled to benefits pursuant to the terms of
the Plans and all liabilities have been satisfied or July 15, 2006 if no change of control of NOVT has occurred by such date. At March 31, 2006,
the fund balance was $1,188,000. The benefits under the Trusts have now been fully satisfied and, on April 13, 2006, distributions of $1,162,833
were made consisting of $162,074 distributed to the Company�s officer and employees and $1,000,759 remitted to the Company.

NOTE 4. ACCOUNTS RECEIVABLE AND OTHER RECEIVABLE

On March 9, 2006, Best Vascular acquired all trade accounts receivable in connection with their purchase of the VBT business.

Accounts receivable at December 31, 2005 included receivables due from product sales and amounts due under lease and maintenance or service
agreements with customers relating to radiation and transfer devices (see Note 7 to these unaudited consolidated financial statements). The
carrying amounts reported in the consolidated balance sheets for accounts receivable approximate their fair value. Management records
estimates of expected credit losses based on periodic credit evaluations of its customers� financial condition.

In connection with its purchase of the VBT business, Best Vascular assumed liabilities of approximately $955,000 at March 9, 2006 (see Note 9
to these unaudited consolidated financial statements). These liabilities have not been considered settled within the meaning of SFAS 140.
Because Best Vascular and BMI have agreed to assume these liabilities, the Company has recorded a receivable in the amount of the liabilities.

Accounts receivable is comprised of the following (in thousands):

March 31,
2006

December 31,
2005

Accounts receivable, gross $ �  $ 571
Less: Provision for doubtful accounts �  (95)

Accounts receivable, net �  476
Other receivable from Best Vascular 955 �  
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NOTE 5. INVENTORIES

Inventories are stated at the lower of cost or market value on a first-in, first-out (FIFO) basis and are comprised of the following (in thousands):

March 31,
2006

December 31,
2005

Raw materials $ �  $ 1,941
Work in process �  53
Finished goods �  450

Inventory, gross �  2,444
Less: Inventory reserve �  (2,425)

Inventory, net $ �  $ 19

An inventory reserve was established based on expected usage up to the completion of the sale of the VBT business. In this regard, all inventory
in excess of estimated sales and service requirements is fully reserved. On March 9, 2006, Best Vascular acquired all inventory in connection
with its purchase of the VBT business.

NOTE 6. PROPERTY AND EQUIPMENT

Property and equipment are comprised of the following (in thousands):

March 31,
2006

December 31,
2005

Furniture and fixtures $ �  $ 612
Office equipment �  1,900
Laboratory equipment �  540
Leasehold improvements �  542
Production equipment �  4,719

Property and equipment, gross �  8,313
Less: Accumulated depreciation and amortization �  (7,813)

Property and equipment, net �  500
Less: Assets held for sale �  (419)

Property and equipment $ �  $ 81

Included in the property, plant and equipment at December 31, 2005, is disposal cost of approximately $80,000, which is capitalized in
accordance with SFAS 143, Accounting for Asset Retirement Obligations and relates to the Company�s obligation for decommissioning the
radiation source train production facility.

NOVT is obligated to decommission the radiation production facility at the conclusion of operations when the plant is retired. NOVT receives,
from time to time, estimates of the cost of the decommissioning activity. These costs are accounted for in accordance with SFAS 143. At
December 31, 2005, based on available estimates, NOVT had recorded a liability of $557,000 for decommissioning. As part of the purchase
price consideration, Best Vascular has assumed the decommissioning liability as described in Note 18 to these unaudited consolidated financial
statements.

Following the February 2005 announcement of a staged wind down of the Company�s VBT business and subsequent determination as to the
timing thereof, the Company committed to a plan to sell certain assets in accordance with the terms of the wind down plan. Based on the
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provisions of SFAS 144, the Company determined that these assets met the criteria for classification as held for sale. On March 9, 2006, Best
Vascular acquired substantially all property and equipment in connection with its purchase of the VBT business.
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NOTE 7. RADIATION AND TRANSFER DEVICES

NOVT retains ownership of the radiation source trains (RSTs) and transfer devices (TDs). Depreciation of the costs of these assets is taken over
the estimated economic life using the straight-line method and is recorded in cost of sales. Depreciation begins at the time the Beta-Cath� System
is placed into service. NOVT classifies the annual agreements with NOVT�s customers to license the use of radiation and transfer devices as
operating leases. Income is recognized ratably over the length of the agreement.

Radiation and transfer devices, stated at cost net of impairment, less accumulated depreciation, are comprised of the following (in thousands):

March 31,
2006

December 31,
2005

Radiation and transfer devices, gross $ �  $ 10,092
Less: Accumulated depreciation �  (10,092)

Radiation and transfer devices, net $ �  $ �  

On March 9, 2006, Best Vascular acquired all radiation and transfer devices in connection with its purchase of the VBT business.

NOTE 8. OTHER ASSETS

Other assets consisted mainly of license agreements and other intangibles, including the customer list of Guidant Corporation purchased by
NOVT on April 22, 2004. During the quarter ended December 31, 2004, NOVT concluded that these assets were fully impaired and recorded an
impairment charge bringing the net book value to zero. No amortization expense was recorded for the three months ended March 31, 2006. On
March 9, 2006, Best Vascular acquired all other assets in connection with its purchase of the VBT business.

NOTE 9. ACCRUED EXPENSES

Significant items of accrued expenses are as follows (in thousands):

March 31,
2006

December 31,
2005

Salaries, wages and benefits $ 30 $ 852
Purchase commitments 365 604
Radiation and disposals 571 566
Operating expenses 58 125
Professional fees 166 609
Clinical trials 20 40
Sales and use taxes 31 66

Accrued Expenses $ 1,241 $ 2,862

The accrued purchase commitments in the table above represent the present value of minimum payment obligations under a current supply
contract (see Note 13 to these unaudited consolidated financial statements). In connection with its purchase of the VBT business, Best Vascular
assumed liabilities of approximately $955,000 at March 31, 2006 included above.
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NOTE 10. SEGMENT INFORMATION

SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, requires the reporting of segment information based on
the information provided to NOVT�s chief operating decision maker for purposes of making decisions about allocating resources and assessing
performance. NOVT�s business activities are represented by a single industry segment, the manufacture and distribution of medical devices. For
management purposes, NOVT is segmented into two geographic areas: United States and the Rest of the World (Europe, Canada, Asia and
South America).

The following is a summary of selected financial information by reportable segment (in thousands).

As of, and for the three months ended, March 31, 2006 and 2005:

United States Rest of World Consolidated
Net sales

2006 $ 355 $ 51 $ 406
2005 2,323 1,090 3,413

United
States

Rest of
World Consolidated

Net loss
2006 $ (2,767) $ 67 $ (2,700)
2005 (6,552) (2) (6,554)

United
States

Rest of
World Consolidated

Long-lived assets
2006 $ �  $ �  $ �  
2005 114 74 188

United
States

Rest of
World Consolidated

Total assets
2006 $ 9,177 $ 34 $ 9,211
2005 25,050 1,993 27,043

NOVT�s total assets outside of the United States consisted principally of cash and cash equivalents and accounts receivable.

NOTE 11. EARNINGS PER SHARE

The following table sets forth the computation of basic and diluted earnings per share for the three months ended March 31, 2006 and 2005 (in
thousands, except per-share data):

Three Months Ended
March 31,

2006 2005
Numerator:
Net loss $ (2,700) $ (6,554)
Denominator:
Weighted-average shares outstanding 4,084 4,084

Net loss per share:
Basic and Diluted $ (0.66) $ (1.60)
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The basic and diluted loss per share is computed based on the weighted average number of common shares outstanding. Weighted average
shares outstanding, assuming dilution, includes the incremental shares that would be issued upon the assumed exercise of stock options. For the
calculation of the three months ended March 31, 2006 and 2005, all stock options, representing approximately 404,000 and 695,000 shares of
NOVT common stock, respectively, were excluded, as they would be anti-dilutive. All of these shares had an exercise price higher than the
average price of NOVT�s common stock for the three-month periods ended March 31, 2006 and 2005, respectively. On November 4, 2005, the
Company effected a one-for-four reverse split of its outstanding common stock (see Note 20 to these unaudited consolidated financial
statements).
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NOTE 12. SHAREHOLDERS� EQUITY

Changes in shareholders� equity consisted of the following (in thousands):

Three Months Ended
March 31,

2006 2005
Shareholders' equity at beginning of period $ 10,288 $ 26,454
Amortization of fair market value of stock options to non employees �  (5)
Cancellation of stock options to non employees �  (7)
Expense for stock options 4 �  
Comprehensive income:
Unrealized gain on held-for-sale securities (1) 3
Translation adjustment �  (85)
Net loss (2,700) (6,554)

Total comprehensive loss (2,701) (6,636)

Shareholders' equity at end of period $ 7,591 $ 19,806

NOTE 13. OTHER CHARGES

For the three months ended March 31, 2005, in connection with changes in the Company�s forecasted needs for radiation source trains resulting
from the timing of the staged wind down of the Company�s VBT business, the Company determined that no additional radiation source trains
would be purchased during the remaining life of the supply contract with AEA, which expires in September 2006. Under the agreement, NOVT
is obligated to make minimum payments through the end of the contract. Given that NOVT will not receive future economic benefit from these
required payments, the Company accrued the present value of these estimated contractual payments, which originally aggregated approximately
$1,324,000 and was included in cost of sales for the three months ended March 31, 2005. NOVT made periodic payments to AEA under this
obligation. The adjusted foreign exchange balance of this obligation net of payments is estimated by NOVT at $365,000 as of March 9, 2006.
Under the terms of the Amended and Restated Asset Purchase Agreement, this obligation has been assumed by Best Vascular.

NOTE 14. EMPLOYMENT TERMINATION COSTS

On February 22, 2005, NOVT announced that its board of directors had determined that its VBT business, which is its only business line, was no
longer viable and, as a result, had authorized a staged wind down of the business. The staged wind down plan was determined necessary to
maximize the value of NOVT�s remaining assets. As of March 31, 2006, the total of personnel-related termination costs, which consist of
severance pay, outplacement assistance and retention incentives, is approximately $5,168,000. Approximately $343,000 of these costs relate to
personnel in Europe with the remaining costs applicable to U.S. operations.

During the three months ended March 31, 2006, the Company incurred approximately $273,000 of termination costs related to the termination of
approximately 13 employees and to prorated termination costs related to the five employees who remained with the Company as of March 31,
2006. At March 31, 2006, approximately $24,000 remains to be paid. Approximately 50 positions were eliminated during the three months
ended March 31, 2005.
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Termination cost activity consisted of the following (in thousands):

Three Months Ended
March 31,

2006 2005
Liability at beginning of period $ 738 $ �  
Incurred and expensed 273 2,401
Paid and settled (987) (1,401)

Liability at end of period (included with accrued salaries) $ 24 $ 1,000

NOTE 15. RELATED PARTY TRANSACTIONS

On December 23, 2002, the Company signed a distribution agreement with Orbus Medical Technologies, Inc. (�Orbus�), a manufacturer of
cardiology products. The Company�s then President and Chief Executive Officer, Mr. Alfred J. Novak, was previously the Chairman of Orbus.

In February 2005, NOVT and Orbus mutually agreed to terminate the distribution agreement. Orbus paid NOVT $346,000 and assumed $36,000
in liabilities to repurchase inventory, refund an unused deposit and reimburse NOVT for market development expenses. NOVT ceased
distributing Orbus product by the end of the first quarter of 2005 and all inventory was returned. As of March 31, 2006, all obligations to Orbus
had been paid in full. NOVT had no net sales of these products in the quarter ended March 31, 2006, compared to $37,000 in the quarter ended
March 31, 2005.

NOTE 16. LIQUIDATION OF EUROPEAN SUBSIDIARIES

European operations accounted for approximately 13% of revenue for the three months ended March 31, 2006, compared to approximately 32%
for the same period last year. In connection with the Company�s staged wind down of its VBT business, on April 14, 2005, NOVT�s German
subsidiary, Novoste GmbH, initiated a voluntary dissolution of the corporation. This company began orderly liquidation and must add the suffix
�i.L.� to all letters, correspondence and business transactions. At December 31, 2005, substantially all assets had been sold, and most contractual
obligations settled. One employee remained to handle the remainder of the wind down and dissolution tasks. NOVT�s subsidiary in France was
dissolved in September 2005. The remaining European subsidiaries are in dissolution and liquidation will be completed in 2006. For the year
ended December 31, 2005, the results of these subsidiaries were included as part of on-going operations because the company had significant
on-going involvement with these subsidiaries, as described in SFAS 144, in the form of employing personnel to service customers and collecting
cash related to sales.

The European subsidiaries were established in 1998 and 1999 and over the years, the accumulated translation adjustment had accumulated to
approximately $704,000. In February 2005, the board of directors of NOVT concluded that the VBT business was not viable and authorized
management to begin a staged wind down of company operations. Upon sale or complete or substantially complete liquidation of an investment
in a foreign entity, FASB Statement No. 52, Foreign Currency Translation, requires that the accumulated translation adjustment component of
equity related to that investment be included in measuring the resulting gain or loss. At December 31, 2005, these subsidiaries had only minor
amounts of assets remaining and met the criteria of a substantially complete liquidation within the meaning of SFAS 52. We recorded this
accumulated translation amount as income in the financial statements at December 31, 2005.

NOTE 17. NOTE RECEIVABLE

Concurrent with the execution of the ONI merger agreement on May 18, 2005, NOVT extended to ONI an 18-month senior unsecured loan in
the principal amount of $3,000,000, bearing interest at a rate of 8% per year. Principal and interest on the loan will be due in November 2006.

In connection with the $3,000,000 loan, ONI granted to NOVT a warrant to purchase up to 2,325,581 shares of ONI Series A preferred stock
(which is convertible into ONI common stock), at an exercise price of $1.29 per share, which expires November 18, 2006. The warrant is
currently exercisable either by paying cash or by surrendering the promissory note that evidences the loan. No warrants have been exercised as
of March 31, 2006.

NOVT follows the guidance in Statement of Financial Accounting Standards No. 114, Accounting by Creditors for Impairment of a Loan. A
loan is impaired when, based on current information and events, it is probable that a creditor will be unable to collect all amounts due according
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impairment, the factors considered include: (a) indications that the borrower is experiencing business problems such as operating losses,
marginal working capital, inadequate cash flow or business interruptions, (b) loans are secured by collateral that is not readily marketable or
(c) collateral that is susceptible to deterioration in realizable value.

ONI is a private company and the availability of its financial statements is limited. ONI has not provided the Company with recent financial
statements. Additionally, it had informed the Company that, while ONI had a cash infusion of $7 million in November 2005, it will require
further financing during 2006. In addition, the lack of financial information with respect to ONI hampers the determination of the value of the
warrants related to the note. Another adverse event occurred during February 2006 when a new federal law was enacted which the Company
believes has the effect of reducing outpatient reimbursement rates for companies such as ONI. This could have the effect of slowing ONI�s
business and require faster use of its cash to sustain operations.

Although the Company received a non-default confirmation certificate dated January 24, 2006 from ONI, as a result of the above circumstances,
on February 16, 2006, the audit committee determined that the Company would establish a reserve as of December 31, 2005 for the ONI
promissory note. The Company believes that the reserve needs to be maintained as of March 31, 2006. Notwithstanding the establishment of this
reserve, the promissory note may be paid in full at maturity. If the promissory note is not paid in full when due or, if prior to the due date, a
default occurs under the promissory note, the Company intends to seek full collection of all amounts owed to NOVT under the promissory note.

NOTE 18. SALE OF THE VBT BUSINESS

In February 2005, the Company announced that its board of directors had determined that the VBT business, the Company�s only business line,
was no longer viable and, as a result, the board authorized a staged wind down of the business. Subsequent to the implementation of the wind
down, the Company began discussions with Best Vascular and BMI regarding a sale of substantially all of the assets of the VBT business. On
August 25, 2005, the Company entered into an asset purchase agreement to sell the VBT business to Best Vascular; however, completion of the
proposed merger with ONI, which has subsequently been abandoned, was a condition to completion of the sale. As a result, the Company was
unable to complete the sale of the VBT business pursuant to the original asset purchase agreement with Best Vascular and BMI.

On October 12, 2005, the Company entered into the Amended and Restated Asset Purchase Agreement with Best Vascular and BMI, which
agreement was subsequently amended on November 30, 2005 and January 27, 2006.

On March 9, 2006, the Company completed the sale of substantially all of the assets of its VBT business to Best Vascular pursuant to the
Amended and Restated Asset Purchase Agreement. The proposed asset sale transaction was approved by the Company�s shareholders at a
meeting held on March 7, 2006. Pursuant to the Amended and Restated Asset Purchase Agreement, BMI agreed to guarantee the full and faithful
performance by Best Vascular of all agreements of Best Vascular set forth in the agreement.

The assets of the Company sold include the patents and other intellectual property, the inventory and equipment, furniture, records, sales
materials, and various agreements and contracts in each case associated with the VBT business. The assets sold do not include cash and cash
equivalents and certain other assets not related to the VBT business.

The consideration for the sale of assets is the assumption by Best Vascular of the Company�s liabilities described below:

� liabilities incurred or arising after the closing from that certain patent infringement litigation filed against the Company by
Calmedica pending in the United States District Court for the Northern District of Georgia and the United States District
Court for the Northern District of Illinois in consideration of a cash payment of $350,000 by the Company to Best Vascular;

� liabilities incurred or arising before or after the closing under the Company�s supply agreement dated October 14, 1999, with AEA,
such as obligations to decontaminate and decommission equipment;

� liabilities incurred or arising after the closing under certain royalty agreements and other agreements between the Company and
various third parties;
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� liabilities arising after the closing for utility payment obligations with respect to the Company�s leased facilities at 4350 International
Boulevard, Norcross, Georgia; and

� liabilities arising after the closing from the use or ownership of the VBT business assets.
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In addition, Best Vascular acquired the Company�s accounts receivable and assumed the Company�s trade accounts payable related to the VBT
business at the closing, subject to a reconciliation and true-up procedure. Taking into account the assumption of such accounts receivable and
accounts payable, the payment obligation of the Company of $350,000 to Best Vascular in connection with its assumption of the Calmedica
litigation described above, and various other adjustments contemplated by the Amended and Restated Asset Purchase Agreement, the Company
made a total payment of approximately $67,000 to Best Vascular at the closing.

NOTE 19. OTHER INCOME

On March 9, 2006, the sale of the VBT business generated a net gain of $625,000 based on a net book value of VBT assets of $479,000. These
assets had been considered impaired in previous periods due to the decline in volume for the VBT business. The gain on sale of the VBT
business is comprised of the following (in thousands):

Three months ended
March 31,

2006
March 31,

2005
Sale of VBT business
Assets sold
Property and equipment, inventory and other assets $ (479) $ �  

Liabilities assumed by Best Vascular
Minimum payments to AEA 365 �  
Radiation disposal and equipment decommissioning 570 �  
Service obligations to customers 558 �  

Total liabilities assumed by Best Vascular 1,493 �  

Adjustments for Calmedica and other prepayments (389) �  

Gain on sale of VBT business 625 �  
Sale of other assets �  25

Other income $ 625 $ 25

NOTE 20. RECEIPT OF NASDAQ DELISTING NOTICE AND IMPLEMENTATION OF REVERSE STOCK SPLIT; DELISTING

On October 19, 2005, the Company received a delisting notice from NASDAQ�s listing qualifications department. The delisting notice was
issued as a result of the common stock�s noncompliance with NASDAQ�s $1 minimum bid price requirements for continued listing. The delisting
of the common stock was stayed pending an oral hearing in front of a NASDAQ listing qualifications panel on November 17, 2005. To enable
the common stock to regain compliance and avoid delisting, the Company implemented a one-for-four reverse stock split effective on
November 4, 2005.

As a result of the reverse stock split, each four shares of common stock outstanding as of 12:01 a.m., Eastern Standard Time, on November 4,
2005, were exchanged for one share of common stock and the total number of shares outstanding was reduced from approximately 16.3 million
shares to approximately 4.1 million shares. On November 23, 2005, the Company received notice from Counsel to the NASDAQ listing
qualifications panel stating that the panel had determined to continue the listing of the Company�s common stock on the NASDAQ National
Market.

On March 23, 2006, the Company received a notice from the NASDAQ Stock Marketing indicating that the Company was not in compliance
with the NASDAQ Stock Market�s requirements for continued listing because, as a result of the sale on March 9, 2006 of the Company�s VBT
business to Best Vascular, the Company no longer had an operating business. The Company�s common stock was delisted from the NASDAQ
Stock Market at the open of business on April 3, 2006.

NOTE 21. SETTLEMENT AGREEMENT WITH STEEL PARTIES
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On March 17, 2006, the Company executed and delivered a settlement agreement, dated as of March 16, 2006 (the �Settlement Agreement�), with
Steel Partners II, L.P., a Delaware limited partnership, J.L. Howard, Inc., a New York corporation, Steel Partners, L.L.C., a Delaware limited
liability company, Warren G. Lichtenstein, Jack L. Howard, John
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Quicke, James Henderson, Joshua Schechter, Harvey J. Bazaar, Leonard Toboroff and �The Novoste Full Value Committee� (collectively, the
�Steel Parties�). In accordance with the terms of the Settlement Agreement, effective April 1, 2006 the Company�s board of directors was reduced
in size from seven to four members and the NOVT board of directors was reconstituted to consist of three appointees of the Steel Parties, Jack L.
Howard, John Quicke and Leonard Toboroff, as well as William E. Whitmer, who prior to such reconstitution was serving as a member of the
board. Under the Settlement Agreement, Mr. Whitmer is continuing to serve, and Mr. Toboroff was appointed as, a Class I director. Mr. Quicke
was appointed as a Class II director. Mr. Howard was appointed as a Class III director. Effective April 1, 2006, J. Stephen Holmes, Charles E.
Larsen, Judy Lindstrom, Alfred J. Novak, Stephen I. Shapiro and Thomas D. Weldon resigned from the board of directors.

As part of the Settlement Agreement, the previously scheduled April 13, 2006 special meeting of shareholders was cancelled and the election
contest (the �Election Contest�) with respect to the Steel Parties� proposal to elect to the board of directors a new slate of nominees was terminated.
In addition, the parties have agreed that, subject to the fiduciary duties of the members of the board, Messrs. Toboroff and Whitmer will stand
for election as Class I directors at the Company�s next annual meeting of shareholders, and the Steel Parties have agreed in their capacities as
shareholders to support the nomination and election of both such directors and to cause shares of common stock they own to be voted in favor of
both such nominees. In addition, pursuant to Florida law, those directors elected by the board of directors to fill vacancies as Class II and Class
III directors hold office until the next shareholders� meeting at which directors are elected.

In connection with the Settlement Agreement, Daniel G. Hall, J. Stephen Holmes, Charles E. Larsen, Judy Lindstrom, Alfred J. Novak, Subhash
C. Sarda, Stephen I. Shapiro, Thomas D. Weldon and William E. Whitmer (collectively, the �NOVT Parties�) entered into undertaking letters. The
Settlement Agreement and undertaking letters also collectively provide that: (i) the Company shall reimburse the Steel Parties $233,000 for
out-of-pocket expenses incurred in connection with the proxy contest involving the opposition to the dissolution proposal made by the board that
was considered at the March 7, 2006 special meeting of shareholders (the �Proxy Contest�) and the Election Contest; (ii) each NOVT Party
releases each of the Steel Parties, and each of the Steel Parties releases each of the NOVT Parties, from any potential claims or causes of action;
(iii) the Company releases each of the Steel Parties and each of the NOVT Parties from any potential claims or causes of actions relating to or
arising from matters set forth in SEC filings made in connection with the Proxy Contest or the Election Contest; (iv) the parties shall abide by
certain non-disparagement and mutual cooperation covenants; and (v) the Company shall continue to honor certain employee benefit plans and
arrangements.
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

In this Form 10-QSB, �NOVT,� �the Company,� �we,� �us� and �our� refer to NOVT Corporation.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The forward-looking statements in this Form 10-QSB are made under the safe harbor provisions of Section 21E of the Securities Exchange Act
of 1934, as amended. Our operating results and financial condition have varied and may in the future vary significantly depending on a number
of factors. Statements in this Form 10-QSB which are not strictly historical statements, including, without limitation, statements regarding
management�s expectations as to estimates regarding the reconciliation and true-up procedure in June 2006 in connection with the asset sale
transaction with Best Vascular, Inc. (�Best Vascular�), regarding our operations or prospects following the completed sale of our vascular
brachytherapy (�VBT�) business to Best Vascular, future strategic transactions, if any, as well as statements regarding our strategy and plans,
constitute forward-looking statements that involve risks and uncertainties. In some cases these forward-looking statements can be identified by
the use of words such as �may,� �will,� �should,� �expect,� �project,� �predict,� �potential� or the negative of these words or comparable words. The factors
listed under �Certain Factors Which May Affect Future Results� in this Form 10-QSB, among others, could cause actual results to differ materially
from those contained in forward-looking statements made in this report and presented elsewhere by management from time to time. Such
factors, among others, may have a material adverse effect upon our business, financial condition, and results of operations. We undertake no
obligation to update publicly or revise any forward-looking statements, whether as a result of new information, future global events or otherwise.
Accordingly, you are cautioned not to place undue reliance on forward-looking statements, which speak only as of the date on which they are
made.

ASSET SALE TRANSACTION

Subsequent to the implementation of the wind down of the VBT business announced in February 2005, we began discussions with Best Vascular
and its affiliate, Best Medical International, Inc. (�BMI�), regarding a sale of substantially all of the assets of our VBT business. On August 25,
2005, NOVT entered into an asset purchase agreement to sell substantially all assets related to the VBT business to Best Vascular. On
October 12, 2005, we entered into an amended and restated asset purchase agreement with Best Vascular and BMI, which agreement was
subsequently amended on November 30, 2005 and January 27, 2006 (as amended, the �Amended and Restated Asset Purchase Agreement�).

On March 9, 2006, the Company completed the sale of substantially all of the assets of its VBT business to Best Vascular pursuant to the
Amended and Restated Asset Purchase Agreement. The asset sale transaction was approved by the Company�s shareholders at a meeting held on
March 7, 2006. Pursuant to the Amended and Restated Asset Purchase Agreement, BMI agreed to guarantee the full and faithful performance by
Best Vascular of all agreements of Best Vascular set forth in the agreement.

The assets of the Company sold include the patents and other intellectual property, the inventory and equipment, furniture, records, sales
materials, and various agreements and contracts in each case associated with the VBT business. The assets sold do not include cash and cash
equivalents and certain other assets not related to the VBT business.

The consideration for the sale of assets is the assumption by Best Vascular of the Company�s liabilities described below:

� liabilities incurred or arising after the closing from that certain patent infringement litigation filed against the Company by Calmedica,
LLC (�Calmedica�) pending in the United States District Court for the Northern District of Georgia and the United States District Court
for the Northern District of Illinois in consideration of a cash payment of $350,000 by the Company to Best Vascular;

� liabilities incurred or arising before or after the closing under the Company�s supply agreement dated October 14, 1999, with AEA
Technology-QSA, GmbH (�AEA�), such as obligations to decontaminate and decommission equipment;

� liabilities incurred or arising after the closing under certain royalty agreements and other agreements between the Company and
various third parties;
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Boulevard, Norcross, Georgia; and

� liabilities arising after the closing from the use or ownership of the VBT business assets.
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In addition, Best Vascular acquired the Company�s accounts receivable and assumed the Company�s trade accounts payable related to the VBT
business at the closing, subject to a reconciliation and true-up procedure in June 2006. Taking into account the assumption of such accounts
receivable and accounts payable, the payment obligation of the Company of $350,000 to Best Vascular in connection with its assumption of the
Calmedica litigation described above, and various other adjustments contemplated by the Amended and Restated Asset Purchase Agreement, the
Company made a total payment of approximately $67,000 to Best Vascular at the closing.

As part of the transaction, the Company amended its amended and restated articles of incorporation to change the name of the Company from
�Novoste Corporation� to �NOVT Corporation.� In addition, the Company, Best Vascular and BMI entered into a letter agreement addressing
various transition issues, including temporary shared use of office space, use of computers and communications systems, and certain other
transition-related matters.

As a result of the completion of the asset sale transaction, the Company has no continuing business operations and is deemed to be a �shell�
corporation with principally cash assets and a note receivable.

SETTLEMENT AGREEMENT WITH STEEL PARTIES

On March 17, 2006, the Company executed and delivered a settlement agreement, dated as of March 16, 2006 (the �Settlement Agreement�), with
Steel Partners II, L.P., a Delaware limited partnership, J.L. Howard, Inc., a New York corporation, Steel Partners, L.L.C., a Delaware limited
liability company, Warren G. Lichtenstein, Jack L. Howard, John Quicke, James Henderson, Joshua Schechter, Harvey J. Bazaar, Leonard
Toboroff and �The Novoste Full Value Committee� (collectively, the �Steel Parties�). In accordance with the terms of the Settlement Agreement
effective April 1, 2006, the Company�s board of directors was reduced in size from seven to four members and the NOVT board of directors was
reconstituted to consist of three appointees of the Steel Parties, Jack L. Howard, John Quicke and Leonard Toboroff, as well as William E.
Whitmer, who prior to such reconstitution was serving as a member of the board. Under the Settlement Agreement, Mr. Whitmer is continuing
to serve, and Mr. Toboroff was appointed as, a Class I director. Mr. Quicke was appointed as a Class II director. Mr. Howard was appointed as a
Class III director. Effective April 1, 2006, J. Stephen Holmes, Charles E. Larsen, Judy Lindstrom, Alfred J. Novak, Stephen I. Shapiro and
Thomas D. Weldon resigned from the board of directors.

As part of the Settlement Agreement, the previously scheduled April 13, 2006 special meeting of shareholders was cancelled and the election
contest (the �Election Contest�) with respect to the Steel Parties� proposal to elect to the board of directors a new slate of nominees was terminated.
In addition, the parties have agreed that, subject to the fiduciary duties of the members of the board, Messrs. Toboroff and Whitmer will stand
for election as Class I directors at the Company�s next annual meeting of shareholders, and the Steel Parties have agreed in their capacities as
shareholders to support the nomination and election of both such directors and to cause shares of common stock they own to be voted in favor of
both such nominees. In addition, pursuant to Florida law, those directors elected by the board of directors to fill vacancies as Class II and Class
III directors hold office until the next shareholders� meeting at which directors are elected.

In connection with the Settlement Agreement, Daniel G. Hall, J. Stephen Holmes, Charles E. Larsen, Judy Lindstrom, Alfred J. Novak, Subhash
C. Sarda, Stephen I. Shapiro, Thomas D. Weldon and William E. Whitmer (collectively, the �NOVT Parties�), entered into undertaking letters.
The Settlement Agreement and undertaking letters also collectively provide that: (i) the Company shall reimburse the Steel Parties $233,000 for
out-of-pocket expenses incurred in connection with the proxy contest involving the opposition to the dissolution proposal made by the board that
was considered at the March 7, 2006 special meeting of shareholders (the �Proxy Contest�) and the Election Contest; (ii) each NOVT Party
releases each of the Steel Parties, and each of the Steel Parties releases each of the NOVT Parties, from any potential claims or causes of action;
(iii) the Company releases each of the Steel Parties and each of the NOVT Parties from any potential claims or causes of actions relating to or
arising from matters set forth in SEC filings made in connection with the Proxy Contest or the Election Contest; (iv) the parties shall abide by
certain non-disparagement and mutual cooperation covenants; and (v) the Company shall continue to honor certain employee benefit plans and
arrangements.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

NOVT�s discussion and analysis of its financial condition and results of operations are based upon our consolidated financial statements, which
have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of our financial statements
requires that we adopt and follow certain accounting policies. Certain amounts presented in the financial statements have been determined based
upon estimates and assumptions. Although we believe that our estimates and assumptions are reasonable, actual results will differ and such
differences could be material.
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We have included below a discussion of the critical accounting policies that we believe are affected by our more significant judgments and
estimates used in the preparation of our financial statements, how we apply such policies and how results differing from our estimates and
assumptions would affect the amounts presented in our financial statements. Other accounting policies also have a significant effect on our
financial statements, and some of these policies also require the use of estimates and assumptions.

Revenue Recognition

Revenue from the sale of products is recorded when an arrangement exists, delivery has occurred and services have been rendered, the seller�s
price is fixed and determinable and collectability is reasonably assured. NOVT earns revenue from sales of catheters and stents, and from service
agreements for the use of radiation source trains and transfer devices included in the Beta-Cath� System.

Revenue from sales of catheters directly to hospitals is recognized upon shipment after the hospital has received a Beta-Cath� System and
completed all licensing and other requirements to use the system. NOVT recognizes revenue from sales of catheters and stents at the time of
shipment. NOVT sells its catheters with no right of return except in cases of product defect or shipping errors.

NOVT retains ownership of the radiation source trains and transfer devices and enters into a service agreement with its customers. Revenue
recognition begins when an agreement has been executed, the system has been shipped, and all licensing and other requirements to use the
system have been completed. The revenue is recognized ratably over the term of the agreement. Under the terms of the agreement signed with
customers located in the United States, replacement and servicing of the radiation source train and transfer device is required at six-month
intervals or twelve-month intervals, depending on the model of the device. This replacement and servicing cost is included in cost of sales as
incurred. No other post-sale obligations exist following the sale of the VBT business to Best Vascular.

Radiation and Transfer Devices and Amortization of Costs

NOVT retained ownership of the radiation source trains and transfer devices that were used by customers. The costs to acquire, test and
assemble these assets were recorded as incurred. NOVT determined that based upon the manufacturer�s data, the estimated economic life for
radiation source trains was more than one year, and transfer devices was three years. Accordingly, NOVT classified these assets as long-term
assets. Depreciation of the costs of these assets was included in cost of sales and was recognized over their estimated economic lives using the
straight-line method. Depreciation began at the time the Beta-Cath� System was placed into service. Valuation reserves were recorded for the
balance of unamortized costs of transfer devices and radiation source trains that are on hand but not available for use by a customer.

During the fourth quarter of 2004, NOVT evaluated the recoverability of the carrying value for radiation devices and other assets to determine if
an impairment charge was necessary. NOVT performed this evaluation in accordance with the provisions of SFAS No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets. Based on this evaluation, NOVT determined that the radiation devices were impaired with no fair
value due to their specialized nature and recorded an impairment charge bringing their net book value to zero. Subsequent to December 31,
2004, no depreciation was recorded.

Asset Impairment

NOVT evaluated the carrying value of long-lived assets in accordance with the provisions of SFAS 144 whenever events or circumstances
indicate that the carrying value of an asset may not be recoverable. Recoverability of assets to be held and used was determined based on the
carrying value of an asset exceeding the future undiscounted net cash flow expected to be generated by the asset. If an asset was not recoverable,
impairment was measured by the excess of the carrying value of the asset over the fair value of the asset.

During the fourth quarter of 2004, the Company updated an economic study regarding the value of all long-lived assets supporting the VBT
business. The impairment analysis was based on expected future net cash flows to be generated by the assets during their remaining service
lives, using undiscounted cash flows. Because the Company only has one product line, all enterprise-wide, long-lived assets were included. The
study concluded that the assets were impaired, and the carrying value of all long-lived assets was reduced and expensed in the functions where
the assets were used. At December 31, 2004, all of the specialized assets relating to the Beta-Cath� product line were considered to have zero fair
value due to their specialized nature and lack of alternative uses. Property and equipment that is more versatile in nature was reduced to
estimated net realizable value. On March 9, 2006, all long-lived assets were acquired by Best Vascular.
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Assets Held for Sale

Following the announcement of a staged wind down, NOVT committed to a plan for the sale of certain assets in accordance with the wind down
plan. The plan includes actively identifying and seeking buyers for these assets. In accordance with the provision of SFAS 144, assets held for
sale are stated at estimated net realizable value and depreciation on these assets has been suspended (see also Note 6 to the unaudited
consolidated financial statements).

Employment Termination Costs

As part of the wind down plan, NOVT has provided financial incentives through stay bonuses and severance payments to employees to remain
with the Company to complete the sale of the VBT business and to manage the wind down. NOVT accounts for these termination benefits in
accordance with SFAS 146, Accounting for Costs Associated with Exit or Disposal Activities (see also Note 14 to the unaudited consolidated
financial statements).

Stock-Based Compensation

Prior to January 1, 2006, NOVT used the intrinsic value method for valuing its awards of stock options and recording the related compensation
expense, if any, in accordance with APB No. 25, Accounting for Stock Issued to Employees, and related interpretations. NOVT has granted stock
options generally for a fixed number of shares to employees, directors, consultants and independent contractors with an exercise price equal to
the fair market value of the shares at the date of grant. Compensation expense (expense reduction) is recognized for increases (decreases) in the
estimated fair value of common stock for any stock options with variable terms. No compensation expense is recognized for stock option grants
to employees for which the terms are fixed and the exercise price is equal to the fair market value of the shares at the date of the grant.

NOVT accounted for equity instruments issued to non-employees in accordance with the provisions of SFAS No. 123, Accounting for
Stock-Based Compensation, and as amended by SFAS 148, Accounting for Stock-Based Compensation � Transition and Disclosure, and
Emerging Issues Task Force Issue No. 96-18, Accounting for Equity Instruments that Are Issued to Other than Employees for Acquiring, or in
Conjunction with Selling, Goods or Services.

Effective January 1, 2006, the Company adopted SFAS 123(R) to expense the fair value of stock options under the modified prospective
approach. A Black-Scholes valuation model is used to calculate the value of these options.

Any compensation expense related to grants that do not vest immediately is amortized over the vesting period of the stock options using the
straight-line method as that method most closely approximates the way in which the option holder vests in those options.

However, compensation expense is adjusted to reflect forfeitures based on the anticipated vesting as of January 1, 2006.

Allowance for Doubtful Accounts

We maintain allowances for doubtful accounts related to trade accounts receivable for the estimated losses resulting from the inability of our
customers to make required payments. Most of our customers are hospitals located in the U.S.; however, some are distributors of our products in
foreign countries or hospitals located in Europe. The amount recorded in the allowances is based primarily on management�s evaluation of the
financial condition of the customers. Actual losses from uncollectible accounts are charged against the allowance when it is determined that the
account cannot be collected (see Note 4 to the unaudited consolidated financial statements). We also maintain allowances for doubtful
collectability of promissory notes (see Note 17 to the unaudited consolidated financial statements).
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Inventories

Inventories are stated at the lower of cost or market value on a first-in, first-out (FIFO) basis. Provisions are recorded for excess or obsolete
inventory equal to the cost of the inventory. Shelf-life expiration or replacement products in the marketplace may cause product obsolescence. If
actual product demand and market conditions were less favorable than those projected by management, additional provisions might be required
which would negatively impact operating profits. NOVT evaluates the adequacy of these provisions quarterly.

RESULTS OF OPERATIONS

Overview

On March 9, 2006, NOVT sold its VBT business to Best Vascular. This event marked the culmination of a process begun in April 2004 to
identify alternatives for a declining VBT business that the Company believed had minimal or no prospects of surviving as a stand-alone
business. With this sale, NOVT has no operating assets and is now seeking other alternatives to utilize its remaining assets, principally cash and
investments.

The comments, which follow, describe business activity for the Company during the quarter ended March 31, 2006. The Company earned
revenues and incurred costs for the VBT business prior to its sale, as well as the incurrence of transaction costs associated with the sale and
employment termination costs for officers and employees.

The net loss for the quarter was $2,700,000 on revenues of $406,000. We expect continued losses as the Company seeks other business
opportunities.

Subsequent to the implementation of the wind down of the VBT business announced in February 2005, we began discussions with Best Vascular
and BMI regarding a sale of substantially all of the assets of our VBT business. On August 25, 2005, NOVT entered into an asset purchase
agreement to sell substantially all assets related to the VBT business to Best Vascular. On October 12, 2005, we entered into the Amended and
Restated Asset Purchase Agreement with Best Vascular and BMI. Under the Amended and Restated Asset Purchase Agreement, Best Vascular
acquired substantially all of the assets of our VBT business in exchange for the assumption of certain liabilities related to the VBT business.
Such assets included the patents and other intellectual property, the inventory and equipment, furniture, records, sales materials, and various
agreements and contracts in each case associated with our VBT business. The assets transferred and conveyed to Best Vascular do not include
cash and cash equivalents and certain other assets not related to our VBT business. Pursuant to the agreement, BMI has agreed to guarantee the
full and faithful performance by Best Vascular of all agreements of Best Vascular set forth in the Amended and Restated Asset Purchase
Agreement. The sale of the VBT business to Best Vascular was completed on March 9, 2006.

During 2005, NOVT continued the staged wind down of the VBT business, while potential options were evaluated. Further reductions in
employees and other cost reduction measures were implemented on a regular basis. Revenues continued to decline throughout 2005. Production
of products was discontinued in February 2005, as inventory was sufficient to meet anticipated sales needs. The wind down plan begun in
February 2005 reduced employment to 18 persons and five persons at December 31, 2005 and March 31, 2006, respectively, from almost 100 at
January 1, 2005.
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Net Sales and Gross Margin

Net sales and gross margin consisted of the following (in thousands):

Three Months Ended March 31,

2006 2005
Increase

(decrease)
Net sales:
United States $ 355 $ 2,323 (84.7)%
Rest of World 51 1,090 (95.3)%

Total net sales 406 3,413 (88.1)%
Cost of sales 411 4,118 (90.0)%

Gross margin (loss) $ (5) $ (705) (99.3)%

Net sales decreased by $3,007,000 or 88% in the first quarter. We believe that this decrease is due to the continuing effectiveness of drug-coated
stents in reducing in-stent restenosis, which has decreased the demand for NOVT�s products, and due to our announced wind down and
termination of all sales personnel in February 2005 and sale of the VBT business in March 2006.

In the quarter ended March 31, 2006, cost of sales decreased approximately 90% from the same period of the prior year due to the significant
reduction in revenues and the corresponding reduction of costs variable to sales and to the wind down which suspended production in February
2005 and eliminated personnel associated with the production function. In addition, lower costs in the three months ended March 31, 2006
resulted from the non-recurrence of the expensing of AEA minimum payments compared with $1,324,000 during the first quarter of 2005.

Operating Expenses

Operating expenses consisted of the following (in thousands):

Three Months Ended March 31,

2006 2005
Increase

(decrease)
Operating expenses:
Research and development $ 55 $ 434 (87.3)%
Sales and marketing 321 2,702 (88.1)%
General and administrative 3,066 2,878 6.5%

Operating expenses: $ 3,442 $ 6,014 (42.8)%

As part of the wind down plan which was announced in February 2005, approximately 50 positions were eliminated in the first quarter of 2005,
25 positions were eliminated during the second quarter, and five more positions were eliminated during the third quarter of 2005. At March 31,
2006, only five employees remained with NOVT. This significant decline in personnel primarily accounts for the overall decline in costs.
Employment termination costs and severance incentives of $273,000 and $2,401,000 were recorded for the three months ended March 31, 2006
and 2005, respectively. Of these expenses, $44,000 and $378,000 for the three months ended March 31, 2006 and 2005, respectively, related to
manufacturing personnel that are included with cost of sales, with the balance included in operating expenses.

The 87% decrease in research and development expenses for the first quarter of 2006 compared to the same period of the prior year, is in the
area of clinical trials and product development. All clinical trials and product development activities have been discontinued except for the
required post approval monitoring. With the sale of the VBT business and the assumption of any related liabilities by Best Vascular, we will not
be incurring any further costs for clinical trial follow-up.
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The 88% decrease in sales and marketing expense for the three months ended March 31, 2006, compared to the same period of the prior year, is
due to reduced sales and marketing personnel, and to significantly lower variable expenses related to lower revenues. All sales and marketing
positions in the U.S. were eliminated in February 2005, and activity of all field
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personnel in Europe were suspended at the end of the first quarter of 2005 and eliminated by June 2005. During the quarter ended March 31,
2006, the decrease of $2,365,000 was offset by $245,000 in marketing related payments to Best Vascular (see Note 18 to the unaudited
consolidated financial statements).

The 7% net increase during the first three months of 2006, compared to the same period of the prior year, for general and administrative
expenses, is due to tail insurance cost of $802,000, a payment to Steel Parties of $233,000 for reimbursement of proxy contest expenses,
$174,000 for legal fees in connection with the Calmedica litigation, offset by significantly lower employee termination and personnel costs due
to lower headcount.

Other Income

Interest income declined as the investment base was liquidated to fund operating losses and transaction related costs. Other income from the sale
of VBT assets in 2006 generated a gain of $625,000 (see Note 19 to the unaudited consolidated financial statements).

Other income consisted of the following (in thousands):

Three Months Ended March 31,

2006 2005
Increase

(decrease)
Interest income $ 122 $ 140 -12.9%
Other income 625 25 2400.0%

Total other income $ 747 $ 165 352.7%

Net Loss

Net loss consisted of the following (in thousands, except per share amounts):

Three Months Ended March 31,

2006 2005
Increase

(decrease)
Net loss $ (2,700) $ (6,554) $ 3,854
Net loss per share - Basic and Diluted $ (0.66) $ (1.60) $ 0.94
Weighted average shares outstanding - Basic and Diluted 4,084 4,084

The net loss for the first quarter ended March 31, 2006 decreased $3,854,000 or 58% as compared to the quarter ended March 31, 2005. Cost
reductions implemented throughout the year offset declines in revenue and the incurrence of costs related to the asset sale transaction. We expect
losses to be smaller but to continue due to the lack of product revenue and significantly lower expenses with only a small administrative staff to
maintain the corporate registry while we pursue other business alternatives.
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LIQUIDITY AND CAPITAL RESOURCES

Operating

Net cash used in operating activities consisted of the following (in thousands):

Three Months Ended
March 31,

2006 2005
Cash flows from operating activities:
Net loss $ (2,700) $ (6,554)
Amortization of capitalized disposal costs 20 33
Gain on sale of VBT business (625) �  
Other non cash items (4) 72
Net change in operating assets and liabilities (1,333) 2,122

Net cash used in operating activities $ (4,642) $ (4,327)

The first three months of 2006 consumed $4,642,000 of cash to fund operating activities. This compares to $4,327,000 of cash used in the same
period of 2005. Cash was consumed as a result of significantly lower revenues, the impact of employment termination costs, and other expenses
related to the sale of the VBT business.

The changes in operating assets and liabilities are consistent with the decline in business volume and the payment of transaction related costs.
On March 9, 2006, NOVT sold the VBT business to Best Vascular and recorded a gain on sale of $625,000 (see Note 19 to the unaudited
consolidated financial statements).

Investing

Net cash provided by investing activities consisted of the following (in thousands):

Three Months Ended
March 31,

2006 2005
Cash flows from investing activities:
Maturity/sale of short-term investments $ 348 $ 7,158
Purchase of short-term investments �  (1,283)
Receipt of restricted cash 676 �  
Cash payment at closing of VBT business sale (67) �  

Net cash provided by investing activities $ 957 $ 5,875

Investments have been liquidated to fund losses in operations, professional fees related to the asset sale transaction, and expenses incurred in
connection with the wind down. At the closing of the VBT asset sale transaction, NOVT paid Best Vascular $67,000 in consideration of the
selected assets purchased, and certain liabilities assumed (see Note 18 of the unaudited consolidated financial statements). During the quarter
ended March 31, 2006, $676,000 was transferred from the Rabbi trusts funded on July 15, 2005 to reimburse the operating account for
disbursements made for employment termination costs.

Financing

At March 31, 2005, NOVT had $75,000 in an outstanding letter of credit, which was secured by a certificate of deposit. The letter of credit
expired on October 17, 2005.
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Commitments

Other than the minimum purchase commitments for radiation source trains described below, at March 31, 2006, the Company had no significant
commitments to purchase inventory components of the Beta-Cath� System and other supplies, as compared to March 31, 2005 when the
comparative amount was $2,432,000.

On October 14, 1999, NOVT signed a development and manufacturing supply agreement with AEA for a source of radioactive supply and for
the development of a smaller diameter radiation source. The agreement provided for the construction of a production line that was placed into
service in October 2002. In addition, the agreement provides for joint ownership of all intellectual property arising from the development work
and requires that AEA manufacture vascular brachytherapy sources only for NOVT. The agreement contains minimum purchase commitments
and pricing guidelines have been established extending to 2006 and are reflected below on the table of contractual obligations. These estimates
are subject to negotiation and settlement with AEA. During 2005, NOVT did not purchase any product and thus failed to reach the minimum
purchase commitment level for product and paid AEA approximately $650,000, for minimum payment obligations, which was expensed in cost
of sales. In addition NOVT has accrued an amount of $365,000 for the remaining minimum purchase amounts to be made in 2006, which was
also expensed in cost of sales. At the termination of the agreement in September 2006, NOVT is obligated for costs associated with
decommissioning the production facility and $561,000 has been accrued for this purpose and is being expensed in cost of sales in accordance
with SFAS 143, Accounting for Asset Retirement Obligation. AEA disputes the NOVT calculation of the minimum contractual liability and the
decommissioning amount as recorded in the NOVT financial statements and had further notified NOVT that it believes an additional $1,500,000
was owed by NOVT to AEA under the above agreement. As a result of recent discussions between AEA and NOVT, AEA has advised NOVT
on a preliminary basis that it no longer disagrees with NOVT�s position regarding amounts owed by NOVT for inventory and minimum purchase
payments and therefore, the total amount in dispute is no longer $1,500,000 and NOVT believes is instead $500,000, related to the
decommissioning.

On June 20, 2001, the Company entered into a manufacturing and supply agreement with Bebig Isotopentechnik und Umweltdiagnostik GmbH
(�Bebig�), a German corporation, to manufacture and supply the Company with radioactive sealed Strontium-90 seed trains. During each calendar
year under the four-year contract, the Company guaranteed minimum annual payments to Bebig in varying amounts. All product purchases are
credited against the annual guaranteed payment. In the event that the Company did not purchase product to exceed the annual guaranteed
payment, the deficiency was due and payable to Bebig within thirty days after the end of each one-year contract period. All payments of this
obligation were completed during the first quarter of 2005 and the agreement expired June 19, 2005.

On January 31, 1996, the Company entered into a license agreement with a physician pursuant to which he is entitled to receive a royalty on the
net sales of the Beta-Cath� System (excluding consideration paid for the radioactive isotope), subject to a maximum payment of $5,000,000.
Royalty fees to the physician aggregated $3,000 and $22,000 for the three months ended March 31, 2006 and 2005, respectively, and have been
expensed in cost of sales. A total of $2,212,000 has been paid since the license became effective.

On January 30, 1996, the Company entered into a license agreement whereby Emory University assigned its claim to certain technology to the
Company for royalties based on net sales (as defined in the agreement) of products derived from such technology, subject to certain minimum
royalties. After the first commercial sale of royalty bearing products by NOVT, minimum royalties were due to Emory University in the
following amounts: year 2 after the first commercial sale�$10,000; year 3�$15,000; year 4�$25,000; and years 5-10, $50,000 per year. The royalty
agreement term is consistent with the life of the related patent and applies to any assignments of the patent technology to a third party. Royalty
fees to Emory University aggregated $12,000 and $60,000 for the three months ended March 31, 2006 and 2005, respectively, and have been
expensed in cost of sales.

On April 22, 2004, NOVT signed an asset purchase agreement with Guidant Corporation pursuant to which NOVT would acquire information
regarding Guidant�s vascular brachytherapy business, including the customer list of Guidant in the United States and Canada. NOVT paid the
sum of $2,500,000 to Guidant at the signing of the transaction and has agreed to pay 5% on its net sales to customers on the Guidant customer
list that transition to NOVT�s products for a period of six months after April 22, 2004. After this six-month transition period, NOVT will pay an
additional 5% on all vascular brachytherapy products in the U.S. and Canada, up to an additional payment of $4,000,000. Under this agreement,
Guidant has earned $27,000 and $98,000 for the three months ended March 31, 2006 and 2005, respectively, or an aggregate of $483,000 (see
note 8 to the unaudited consolidated financial statements).
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As part of the sale of substantially all of the VBT business assets, Best Vascular assumed the liabilities associated with all of the contracts and
licensing agreements described above.

Concurrent with the execution of the original asset purchase agreement on August 25, 2005, NOVT, Best Vascular and BMI entered into a
marketing representation agreement, that provides that Best Vascular will market and solicit orders for our existing inventory of products,
including the Beta-Cath� System, in consideration of the payment to Best Vascular of $25,000 on a weekly basis. On October 12, 2005,
concurrent with the amendment and restatement of the asset purchase agreement, NOVT, Best Vascular and BMI entered into an amendment no.
1 to marketing representation agreement that extended the termination date from October 14, 2005 to December 31, 2005, consistent with the
extension of the corresponding termination date in the Amended and Restated Asset Purchase Agreement. On November 30, 2005, NOVT, Best
Vascular and BMI entered into amendment no. 2 to marketing representation agreement that extended the termination date from December 31,
2005 to February 15, 2006, consistent with the extension of the corresponding termination date in amendment no. 1 to amended and restated
asset purchase agreement. These termination dates for each of the Amended and Restated Asset Purchase Agreement and marketing
representation agreement were further extended from February 15, 2006 to March 31, 2006 pursuant to amendments entered into by NOVT,
BMI and Best Vascular on January 27, 2006. A total of $460,000 was paid for these services during 2005. A total of $245,000 has been paid for
these services for the three months ended March 31, 2006. As of March 31, 2006, we had no contractual obligations remaining for payments due
under the marketing representation agreement.

As of March 31, 2006, we had contractual obligations as follows (in thousands):

Contractual Obligations    

As of March 31,

2006
Operating leases $ 31
Purchase obligations 365
Decommission obligations 571

Total obligations 967
Less: Obligations assumed by Best Vascular (936)

Net obligations $ 31

Approximately $936,000 of the purchase obligations and AEA decommission obligations listed above relate to purchase contracts denominated
in Euros. This amount was derived from converting such obligations by using a March 31, 2006 conversion rate of $1.20 USD to 1 Euro. As
noted above, some of these obligations extend to September 2006 and the actual settlement amount may be different from the amount presented
based on the conversion rate as of March 31, 2006.

As part of the asset sale transaction, the parties have agreed to a reconciliation and true-up procedure in June 2006 with respect to the accounts
receivable and trade accounts payable related to the VBT business that were assumed by Best Vascular in connection with the completion of the
transaction. At March 31, 2006, the payment by NOVT under the Amended and Restated Asset Purchase Agreement as part of such
reconciliation and true-up procedure is estimated to be approximately $276,000.

Liquidity

NOVT�s principal source of liquidity at March 31, 2006, consisted of cash, cash equivalents and short-term investments of $6,764,000 compared
to $10,798,000 at December 31, 2005. Approximately $1,188,000 remains in the Rabbi trusts at March 31, 2006 and is expected to revert to
unrestricted cash during the second quarter of 2006. Going forward, NOVT expects to allocate resources to identify other transactions and
opportunities and to complete the wind down. We expect that our existing cash reserves will be sufficient to fund any cash used by operations
and to meet our liquidity and spending needs at least through March 31, 2007.

NOVT�s future liquidity and capital requirements will depend upon numerous factors, mainly the risks discussed under �Certain Factors Which
May Affect Future Results� below.
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CERTAIN FACTORS WHICH MAY AFFECT FUTURE RESULTS

In connection with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, set forth below are cautionary statements
identifying important factors that could cause actual events or results to differ materially from any forward-looking statements made by or on
behalf of us, whether oral or written. We wish to ensure that any forward-looking statements are accompanied by meaningful cautionary
statements in order to maximize to the fullest extent possible the protections of the safe harbor established in the Private Securities Litigation
Reform Act of 1995. Accordingly, any such statements are qualified in their entirety by reference to, and are accompanied by, the following
important factors that could cause actual events or results to differ materially from our forward-looking statements. For additional information
regarding forward-looking statements, please read the �Cautionary Note Regarding Forward-Looking Statements� section beginning on page 20.

On February 22, 2005, we announced that our board of directors had determined that our VBT business was no longer viable and, as a result,
had authorized a staged wind down of our business. On March 9, 2006, we completed the sale of substantially all of the assets of our VBT
business to Best Vascular pursuant to the Amended and Restated Asset Purchase Agreement. The proposed asset sale transaction was approved
by our shareholders at a meeting held on March 7, 2006. As a result of the completion of the asset sale transaction, we have no operating
business and are in the process of winding down our remaining obligations and liabilities.

In addition to the other information contained in this Form 10-QSB, prospective investors should consider carefully the following risk factors
before investing in our securities. The risks described below may not be the only risks facing the Company. Additional risks that we do not yet
perceive or that we currently believe are immaterial may also adversely affect our business and the trading price of our securities.

In connection with the completion of the sale of our VBT business, we have no continuing business operations.

Substantially all of our operating assets were related to our VBT business. As a result of the completion of the asset sale transaction, we have no
continuing business operations. Since we have no continuing business operations, the only activities to be conducted by the Company are the
continued winding down of the business and to manage our current limited assets and to seek out and investigate the commencement or the
acquisition of any viable business opportunity by purchase for cash or by exchange for securities of our Company or pursuant to a reorganization
or merger through which securities of our Company will be issued or exchanged.

We have no source of revenue.

Other than limited revenues received on the Company�s cash and investments, we have no source of revenues.

We were delisted from the NASDAQ Stock Market at the open of business on April 3, 2006.

On March 23, 2006, we received a notice from the NASDAQ Stock Market indicating that the Company was not in compliance with the
NASDAQ Stock Market�s requirements for continued listing because, as a result of the sale on March 9, 2006 of the Company�s VBT business to
Best Vascular, the Company no longer has an operating business. As a result of our delisting from the NASDAQ Stock Market at the open of
business on April 3, 2006, there will be little or no public trading market of our common stock as a result of its delisting. Although our common
stock is currently quoted in the �pink sheets�, there is currently a very limited market for such shares and there can be no assurance that the market
for our shares will be maintained or improve. Accordingly, shareholders will find it more difficult to dispose of, or to obtain accurate quotations
as to the price of, our common stock, and the liquidity of our stock will be reduced, making it difficult for a shareholder to buy or sell our stock
at competitive market prices or at all.
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Our common stock may be deemed a �penny stock� and may be difficult to sell.

As a result of the delisting of our common stock from the NASDAQ Stock Market, our common stock may be deemed a �penny stock� under Rule
3a51-1 under the Exchange Act. Compliance with the penny stock requirements will make it more difficult for shareholders to resell their shares
to third parties or to dispose of them in the public market or otherwise. Security broker-dealers will not be permitted to recommend our common
stock and will be required trade in it on an unsolicited basis. Additionally, Section 15(g) of the Exchange Act and Rule 15g-2 require
broker-dealers dealing in penny stocks to provide potential investors with a document disclosing the risks of penny stocks and to obtain a
manually signed and dated written receipt of the document before effecting any transaction in a penny stock for the investor�s account. Moreover,
Rule 15g-9 requires broker-dealers in penny stocks to approve the account of any investor for transactions in such stocks before selling any
penny stock to that investor. This procedure requires the broker-dealer to:

� obtain from the investor information concerning his or her financial situation, investment experience and investment objectives;

� reasonably determine, based on that information, that transactions in penny stocks are suitable for the investor and that the investor has
sufficient knowledge and experience as to be reasonably capable of evaluating the risks of penny stock transactions;

� provide the investor with a written statement setting forth the basis on which the broker-dealer made this determination; and

� receive a signed and dated copy of this statement from the investor, confirming that it accurately reflects the investor�s financial
situation, investment experience and investment objectives.

Best Vascular and BMI could default on their obligations to perform and discharge the assumed liabilities.

Pursuant to the Amended and Restated Asset Purchase Agreement, Best Vascular assumed specified liabilities related to the VBT business, such
as liabilities incurred or arising before or after the closing under our supply agreement, dated October 14, 1999, with AEA, and liabilities
incurred or arising after the closing under those certain patent infringement lawsuits filed against us by Calmedica pending in the United States
District Court for the Northern District of Georgia and the United States District Court for the Northern District of Illinois. BMI agreed to
guarantee the full and faithful performance by Best Vascular of all the obligations of Best Vascular under the Amended and Restated Asset
Purchase Agreement. If Best Vascular and BMI fail to perform and discharge the assumed liabilities, including circumstances in which Best
Vascular and BMI do not have the financial resources to perform and discharge the assumed liabilities, then we may remain liable for the
assumed liabilities which would decrease the remaining cash available for use in connection with any future strategic deployment.

The reporting requirements under rules adopted by the SEC relating to shell companies may delay or prevent us from making certain
acquisitions.

As a result of recent rules adopted by the SEC, the Company is deemed to be a shell company. The rules are designed to ensure that investors in
shell companies that acquire operations have timely access to the same kind of information as is available to investors in public companies
generally. The rules prohibit the use by shell companies of a Form S-8 and revise the Form 8-K to require a shell company to include
information that is similar to that required to register a class of securities under the Exchange Act in the filing on Form 8-K that the shell
company files to report the acquisition of a business.

The generally extensive registration-level information includes, among other information, a detailed description of a company�s business and
properties, management, executive compensation, related party transactions, legal proceedings and historical market price information, as well
as audited historical financial statements. The revised Form 8-K rules also require a shell company to file pro forma financial statements giving
effect to the acquisition.

The time and additional costs that may be incurred by some acquisition prospects to prepare such detailed disclosures and obtain audited
financial statements may significantly delay or essentially preclude consummation of an otherwise desirable acquisition by the Company, or
deter potential targets from negotiating with the Company.
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We have not selected a specified industry in which to acquire or develop a business.

Since the completion of the sale of the VBT business to Best Vascular, we have not identified any particular industry or business in which to
concentrate our potential interests. Accordingly, prospective investors currently have no basis to evaluate the comparative risks and merits of
investing in any industry or business, which our Company may acquire. To the extent that we may acquire a business in a high-risk industry, we
will become subject to those risks. Similarly, if we acquire a financially unstable business or a business that is in the early stages of
development, we will also become subject to the numerous risks to which those businesses are subject.

Our future success is highly dependent on the ability of management to locate and attract a suitable opportunity.

The nature of our operations is highly speculative and there is a consequent risk of loss of your investment. The success of or plan of operation
will depend to a great extent on the operations, financial condition and management of an identified business opportunity. We cannot assure you
that we will be successful in locating candidates with established operating histories in the event we complete a business combination with a
privately held company, the success of our operations may be dependent upon management of the successor firm or venture partner firm and
numerous other factors beyond our control.

The acquisition market is extremely competitive.

Numerous companies will compete vigorously with the Company for target acquisition candidates. Venture capital companies, as well as
established corporations and entities, most of which have greater resources than the Company does, will vie for such acquisition candidates and
there is no assurance that we will be successful in our search for an acquisition candidate or that we will be able to successfully complete a
transaction with an acquisition candidate.

At the time we do a business combination, if any, each shareholder will most likely hold a substantially lesser percentage ownership in the
Company.

Our current plan of operation is based upon a business combination with a private concern that, in all likelihood, may result in the Company
issuing securities to shareholders of any such private company. The issuance of our previously authorized and unissued common stock would
result in a reduction in the percentage of shares owned by our present and prospective shareholders and may result in a change in our control or
in our management.

We may be unable to realize the benefits of our net operating loss (�NOL�) and tax credit carryforwards.

NOLs may be carried forward to offset federal and state taxable income in future years and eliminate income taxes otherwise payable on such
taxable income, subject to certain adjustments. Based on current federal corporate income tax rates, our NOL and other carryforwards could
provide a benefit to us, if fully utilized, of significant future tax savings. However, our ability to use these tax benefits in future years will
depend upon the amount of our otherwise taxable income. If we do not have sufficient taxable income in future years to use the tax benefits
before they expire, we will lose the benefit of these NOL carryforwards permanently. Consequently, our ability to use the tax benefits associated
with our substantial NOL carryforwards will depend significantly on our success in identifying suitable merger partners and/or acquisition
candidates, and once identified, successfully consummate a merger with and/or acquisition of these candidates.

Additionally, if we underwent an ownership change, the NOL carryforward limitations would impose an annual limit on the amount of the
taxable income that may be offset by our NOL generated prior to the ownership change. If an ownership change were to occur, we may be
unable to use a significant portion of our NOL to offset taxable income. In general, an ownership change occurs when, as of any testing date, the
aggregate of the increase in percentage points of the total amount of a corporation�s stock owned by �5-percent shareholders� within the meaning of
the NOL carryforward limitations whose percentage ownership of the stock has increased as of such date over the lowest percentage of the stock
owned by each such �5-percent shareholder� at any time during the three-year period preceding such date is more than 50 percentage points. In
general, persons who own 5% or more of a corporation�s stock are �5-percent shareholders,� and all other persons who own less than 5% of a
corporation�s stock are treated together as a public group.

The amount of NOL and tax credit carryforwards that we have claimed has not been audited or otherwise validated by the U.S. Internal Revenue
Service (the �IRS�). The IRS could challenge our calculation of the amount of our NOL or our determinations as to when a prior change in
ownership occurred and other provisions of the Internal Revenue Code may limit our ability to carry forward our NOL to offset taxable income
in future years. If the IRS was successful with respect to any such challenge, the potential tax benefit of the NOL carryforwards to us would be
substantially reduced.
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Management is devoting less than full time efforts to the activities of the Company.

Members of our management team are not required to devote their full time to the affairs of the Company. Other than our chief financial officer
who is completing the wind down of our business and who is expected to depart from the Company at the end of May 2006, the other members
of our management currently devote only a few hours per week to the activities of the Company until such time as we have identified a suitable
acquisition target or determined to engage in a particular business or industry and have commenced such operations. This limited commitment
may adversely impact our ability to identify and consummate a successful business combination.

Conflicts of Interest.

The Company�s officers and directors participate in other business ventures, which may compete directly with the Company. Additional conflicts
of interest and non-arms�-length transactions may also arise in the future in the event the Company�s officers or directors are involved in the
management of any firm with which the Company transacts business.

Product liability suits against us could result in expensive and time-consuming litigation and the payment of substantial damages.

The past sale by NOVT and use of our products could lead to the filing of product liability claims if someone were to allege that one of our
products contained a design or manufacturing defect. A product liability claim could result in substantial damages and be costly and
time-consuming to defend, either of which could materially harm our business or financial condition. We cannot assure that our product liability
insurance would protect our assets from the financial impact of defending a product liability claim.

We hold an unsecured promissory note of ONI Medical Systems, Inc. that may not be repaid in full or at all.

In May 2005, in connection with a merger agreement with ONI, we extended a $3 million unsecured 18-month loan to ONI. Principal and
interest on the loan will be due in November 2006 (unless an event of default occurs in the interim period, in which case the note and interest are
accelerated). We terminated the merger agreement with ONI on September 26, 2005.

During February 2006, a new federal law was enacted which we believe has the effect of reducing outpatient reimbursement rates for companies
such as ONI. This could have the effect of slowing ONI�s business and require faster use of its cash to sustain operations. ONI is a private
company and the availability of its financial statements is limited. ONI has not provided us with recent financial statements. Additionally, ONI
has informed us that, while it had a cash infusion of $7 million in November 2005, it will require further financing during 2006.

Although we have received a non-default confirmation certificate dated January 24, 2006 from ONI, as a result of the above we established a
reserve as of December 31, 2005 for the ONI promissory note, including interest to that date, of approximately $3.1 million in accordance with
the requirements of Generally Accepted Accounting Principles. There can be no assurance that ONI will be able to repay the note in November
2006 in full or at all. As a result, we could recoup little or no value for the note.

We may continue to incur the expense of complying with public company reporting requirements.

We have an obligation to continue to comply with the applicable reporting requirements of the Exchange Act even though compliance with such
reporting requirements is economically burdensome. In the future, in order to curtail such expenses, we might seek relief from the SEC for a
substantial portion of the periodic reporting requirements under that Act or we may seek to exit the SEC reporting system. There can be no
assurance that we would be able to obtain such relief or exit the SEC reporting system.

Stock price is subject to volatility and market fluctuations.

Any market price for shares of our common stock is likely to be very volatile, and numerous factors beyond our control may have a significant
effect. In addition, the stock markets generally have experienced, and continue to experience, extreme price and volume fluctuations which have
affected the market price of many small capital companies and which have often been unrelated to the operating performance of these
companies. These broad market fluctuations, as well as general economic and political conditions, may adversely affect the market price of our
common stock in any market that may exist or develop for the common stock.
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ITEM 3. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures. As of the end of the period covered by this report, we carried out an evaluation under the
supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, of the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a�15(e) and 15d�15(e) of the Securities Exchange Act of 1934).
Based on this evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures
are effective in timely notification to them of information we are required to disclose in our periodic Securities and Exchange Commission
filings and in ensuring that this information is recorded, processed, summarized and reported within the time periods specified in the Securities
and Exchange Commission�s rules and regulations.

(b) Changes in Internal Control. During the quarter ended March 31, 2006, there have been no significant changes in our internal control over
financial reporting that have materially affected, or were reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

NOVT is subject to legal claims and assertions in the ordinary course of business. Except for the matters described in the annual report on Form
10-K for the year ended December 31, 2005, filed with the Securities and Exchange Commission, we are not aware of any such claims or
assertions that would have a material effect on NOVT.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At its special meeting of shareholders held on March 7, 2006, NOVT shareholders took the following actions:

1. NOVT shareholders approved the proposed asset sale transaction set forth in the Amended and Restated Asset Purchase Agreement, dated as
of October 12, 2005, as amended pursuant to amendment no. 1 to amended and restated asset purchase agreement, dated as of November 30,
2005, and as further amended pursuant to amendment no. 2 to amended and restated asset purchase agreement, dated as of January 27, 2006,
among NOVT, Best Vascular, Inc. and Best Medical International, Inc. With respect to such matter, the votes cast were as follows: 2,777,651
shares were voted for the proposal, 16,677 shares were voted against the proposal and 1,322 shares abstained on the proposal.

2. NOVT shareholders approved the proposed amendment to our amended and restated articles of incorporation to change the name of our
corporation from �Novoste Corporation� to �NOVT Corporation� (or, if that name was not available in Florida, to �NVTE Corporation�). With respect
to such matter, the votes cast were as follows: 2,776,881 shares were voted for the proposal, 16,026 shares were voted against the proposal and
2,743 shares abstained on the proposal.

3. NOVT shareholders did not approve the proposed plan of dissolution and the transactions contemplated thereby pursuant to which NOVT
would be dissolved and liquidated and its remaining cash ultimately would be distributed to its shareholders. With respect to such matter, the
votes cast were as follows: 262,055 shares were voted for the proposal, 2,532,655 shares were voted against the proposal and 940 shares
abstained on the proposal.

4. NOVT shareholders approved the proposed amendment to our amended and restated articles of incorporation and fourth amended and restated
bylaws to reduce the minimum size of our board of directors from six to three. With respect to such matter, the votes cast were as follows:
2,773,105 shares were voted for the proposal, 19,636 shares were voted against the proposal and 2,909 shares abstained on the proposal.

See PART I, Item 2, �Management�s Discussion and Analysis or Plan of Operation � Settlement Agreement with Steel Parties� regarding the
Settlement Agreement, dated as of March 16, 2006, between NOVT and the Steel Parties.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

EXHIBIT
NUMBER DESCRIPTION
31.1 Certification of John Quicke, Chief Executive Officer, pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities

Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Subhash C. Sarda, Chief Financial Officer, pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Statements of John Quicke, Chief Executive Officer, and Subhash C. Sarda, Chief Financial Officer, pursuant to 18 U.S.C.
Section 1350.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

NOVT CORPORATION

/s/ SUBHASH C. SARDA

SUBHASH C. SARDA
Chief Financial Officer, Principal Financial and

Accounting Officer
Date: May 11, 2006
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