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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-KSB

ANNUAL REPORT UNDER SECTION 13 OR 15(d) OF THE SERIJIES EXCHANGE ACT OF 1934

[x] For the fiscal year ended December 31, 2001

TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF TIBECURITIES EXCHANGE ACT OF 1934
[ ] For the transition period from to
Commission file number 000-33415

_ Cyberlux Corporation
(Name of small business issuer in its charter)

_91-2048978

_Nevada
(State or other jurisdiction of incorporation oganization)

(I.R.S. Employer Identification No.)

105 Aviemore Drive

Suite 2000
Pinehurst, North Carolina 28374
(Address of principal executive offices) (Zip Code)

Issuer's telephone numb( 901 ) 23E-0066

Securities registered under Section 12(b) of thehBrge Act

Title of each class Name of each exchange on which registe

Common Stock, $0.001 par val
Securities registered under Section 12(g) of thehBrge Act

(Title of class)

(Title of class)

Check whether the issuer (1) filed all reports megguto be filed by Section 13 or 15(d) of the Eawehe Act during the past 12 months (or for
such shorter period that the registrant was requadile such reports), and (2) has been subgestith filing requirements for the past 90
days. [x] Yes[] No

Check if there is no disclosure of delinquent §lar response to Item 405 of Regulation S-B isaoottained in this form, and no disclosure
will be contained, to the best of registrant's kteage, in definitive proxy or information statem&iicorporated by reference in Part 1l of
this Form 10-KSB or any amendment to this Form BBK]x ]

State issuer's revenues for its most recent fiseal. The Registrant had no revenues for the figeal.

State the aggregate market value of the votingnamdvoting common equity held by non-affiliates qarted by reference to the price at
which the common equity was sold, or the averageahd asked price of such common equity, as otaifspd date within the past 60 days.
(See definition of affiliate in Rule 1-2 of the Exchange Act



Note: If determining whether a person is an affiliatdl imvolve an unreasonable effort and expensejshaer may calculate the aggregate
market value of the common equity held by non-atils on the basis of reasonable assumptiong diskumptions are stated.

State the number of shares outstanding of eadiieabsuer's classes of common equity, as of thetlatacticable date. 6,152,396 shares of
$0.001 par value common stock.

PART |

Item 1. Description of Business.
A. Business Development and Summary

We were formed as a Nevada CorporatioMay 17, 2000 under the name Cyberlux Corporatiur articles
authorize us to issue up to 20,000,000 sharesroframn stock at a par value of $0.001 per share @iDH00 shares
of preferred stock at a par value of $0.001 peresha

Our management founded the Compangsgd, develop, manufacture, market and sell addahghting
systems that utilize white (and other) light emitidiodes as illumination elements. Although theddiillumination
industry is in its infancy, these lighting systeaffer the potential to make continued advancemientkimination
technology. Light emitting diodes (LEDs) consumé&®Iess energy than their incandescent or fluorésmamterpart
to produce a comparable lumen output. Fluoresciistare similar to incandescent bulbs in "lifétiidy virtue of
the fact that both elements "burn”. Diodes do nwhbinstead, diodes convert electrical currergléztromagnetic
energy that produces light without heat. A "lumena unit of measure used to determine light intgn#/e believe
that in electrochemical (battery powered) applaadi this decrease in energy consumption positansighting
solutions as a much more durable and reliableiigrgource than other alternatives. In standarctrétal current
applications, the calculated life of diodes astiigdp elements is over ten years versus hours dolittonal
incandescent or fluorescent bulbs. The performaheaeacteristics of diminutive energy consumptiod artended lifi
have prompted LED implementation in traffic liglatsd brake lights, and to a lesser degree in oar@réocus, diode
illumination.

B. Business of Issuer
(2)Principal products and principal markets

In April 1999, Research EconometridsPLbegan an investigative research study for aloagrterm interim
lighting system to be used during power outageseReh Econometrics is a limited liability partigpsin which the
president of Cyberlux Corporation, Donald F. Evamas a partner.

During the course of the research sttityynewly developed bright white diode was diszed, which served
to validate the intent of the study, as an econahsiclution to long-term battery powered interighling systems.
Subsequently, Cyberlux Corporation was formed taye development of diode illumination productsséch
Econometrics Partners founded Cyberlux and recestazk therein in return for assignment of resedsatia and a
provisional patent (see Recent Sale of Unregist8esalirities page 17).
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The original patent application wasdiles "Electrochemical Portable Power Plant andtinghSystem"”,
September 30, 1999 and registered as a proviguataht, number 60/156/718, on October 14, 1999 prbesional
patent was assigned to Cyberlux, a corporationrmétion, on March 31, 2000. The patent applicatas



subsequently expanded to include mechanical draynegubmitted as CYBERLUX STORM LIGHT on April 16,
2001 and registered as a provisional patent nug@83/898 on July 2, 2001. The patent and tradehewrelopmen
was undertaken by the law firm of Alston and BittP on May 19, 2001. Trademarks for "Cyberlux",igsenumber
76/339,373 and the "Home Safety Light", serial nemt/337,236 were effective on November 16, 20l a
November 12, 2001, respectively. The compreherisitiity patent” application entitled, "APPARATUSND
METHODS FOR PROVIDING EMERGENCY LIGHTING" was fileloy Alston and Bird on January 11, 2002. The
current status of the twenty-six patent claims am&d in the application during its review perisdhat of "Patent
Pending".

The reliable manufacture of Cyberlusigaed products requires the coordination of resesito provide
detailed working drawings to tool manufacturersifgection molded parts and optics; precise cirguiiagrams to
receive diodes, resistors and capacitors into ldwrenics platform; source identification for vole supplies of
batteries and diodes; packaging considerationpriggentation of product and corresponding dimessidn
containment's for shipping and display; and an egpeed contract assembly organization with anrestte
infrastructure capable of collation of all componparts, assembly, testing, packaging and inverabtie finished
product(s).

During the Fall of 2000, Cyberlux idiéietd Shelby County Community Services (SCCS), Balle, lllinois,
as a contract manufacture and assembly organizidianvas well positioned to meet our requireme®@CS has ovi
a decade of successful performance on behalf afif®@rL00 companies and represented the qualityaobgement,
performance and fiscal stability that Cyberlux satugp employ in the production process.

We entered into a Proprietary Produahifacturing Agreement with SCCS (see Exhibit dappril 24,
2001 that provides for the purchase of all compobparts for our products by SCCS; conformance ofspacquired to
Cyberlux specifications; exact assembly of partadoordance with schematics; verified accountaststof each unit
prior to packaging; individual-packaging; finishgdods inventory warehousing; palletized shippingtamment's per
purchase orders; and loading for shipment FOB $hgle. Under the terms of the agreement, SCC&itglly
obligated to assemble, package and ship 80,00 legrery thirty working days, unless modified byrbparties. The
actual number of units produced is a function athase orders submitted by Cyberlux based uporhpsecorders
received by Cyberlux for retailers. Cyberlux haseag to pay SCCS 112% of the costs associatedwotiuction of
finished products within thirty days of the shiprhdate. The agreement also provides that profitsdtes of
replacement parts will be split 40% to SCCS and &erlux. SCCS has estimated that parts, compsiaert
shipping costs per unit as of the date of the ageet was $11.48. The estimate could vary based ozoket
conditions and volume pricing.

SCCS coordinates materials inventom Wiyberlux approved vendors based upon purchasor blanket
orders for products. Robrady Design, Inc., our stdal design firm, is instrumental in providingtdi#ed working
drawings for injection molded parts to tool mantdiaers in the US and abroad. We have retainednatenal
Consolidated Technologies (ICT), an lllinois corgaayn headquartered in Casey, lllinois, to prodmcgti-cavity stee
molds and temporary molds required for proprietajgction molded parts. The molds will be manufaetlat ICT's
plant in Korea and the component part manufactulteoaecur in Casey, IL, which is within 35 miles tife SCCS
assembly operation in Shelbyville, IL.

On October 29, 2001, we entered inda@ply agreement with the engineering firm of TK&, in Northbrook
lllinois in which TKJ would design and oversee mi@ature of the Home Safety Light. TKJ would rettdie exclusive
right to manufacture and supply the electronic m$sdies for the Light for the life of the design.return for this
exclusive manufacturing right, TKJ will contribigagineering support, design testing, material sngrand
component part price negotiating. TKJ has estim#tedinit pricing for the PCB assembly only: 60,00@s at $8.30
each, 500,000 units at $8.01 each. 1,000,000 an$g.78 each and 2,000,000 units at $7.38 eadh.eElimate made
by TKJ is a function of the relationship of compnheost to the number of ordered from a suppligg. (ethe larger tr
number of components, purchased in any one ottaetptver the per piece cost supplied). We agrele tvé estimate
provided by TKJ consistent with its volume projeas and the price thresholds associated with tholsenes. Thes



estimates may vary based upon market conditionyaluene pricing.

TKJ manages our proprietary circuitegign. TKJ has engaged an integrated circuit boamtract
manufacturer, Controls, Inc., Logansport, Indidnananufacture the electronic platforms to prespsecifications.
Although the boards are rigidly tested prior tgoshént to Shelbyville, SCCS will test each boardexeipt consistent
with the quality assurance protocols establishe@yyerlux.

TKJ has negotiated diode supply agreesneith Nichia Chemical and others. Nichia Cheritakushima,
Japan, a major manufacturer of diodes, will be Bupg us with white lights for our products. Althglr Nichia is the
principal supplier, we are also searching for othanufacturers of these diodes who may have equakater quality
diodes at favorable prices. SCCS has been deliaregdjreement provided by Cyberlux wherein Raysupplies A/
alkaline batteries to SCCS for $.152 per unit, F&}lbyville, IL. The agreement with Rayovac progider certain
cooperative advertising arrangements wherein thy@W®ec logo is displayed prominently on the Homee8akight
packaging.

(2) Distribution methods of our products

We have targeted our marketing and s&fests of our initial product, the Home Safetyght, to home
improvement chain retailers, which have historicakperienced a high volume flow of consumers, mainyhom
may be classified as opportunistic buyers. Althotighconsumer may be in the store for a specéiu|tf the retailer
in a prominent position features a new productcthresumer is inclined to evaluate its merits. Bses¥ching locatior
in the various stores, we feel that our initialguot will get the most exposure in the home sadettion that displays
products, which concentrate on items such as l@nere, child protection products and other itenat grotect
homeowners from potential dangers in the home. &degnize these markets as the optimum entry point f
introduction of the Cyberlux Home Safety Light te tollowed by a broader market exposure in the maaket chair
stores.

During the Spring of 2001, we had an opjaty to show design illustrations of the Home $atdaght to certain
sales representatives that routinely call on thditeg home improvement warehouse chains. We enitet@dn
agreement with Hynes, Inc., Charlotte, North Caualia nationasales organization founded in 1939 to market atic
our products. Pursuant to the agreement, Hynegvailide a sales force based upon a declining cgsiari rate 12%
on the first $500,000 to 4% on all sales over $3,000, The term of the agreement is one year witbraatically
renewable one year terms. Hynes represents maatdesto retail chain stores, which include Lovegid Home
Depot. Hynes maintains sales offices from MainElarida west to Texas and Oklahoma. Hynes will alskvice the
accounts, process orders electronically and coatelitnacking of deliveries through real time commations with
Cyberlux and SCCS.

We are positioned to go to productibthe Home Safety Light with the completion of ihgection molds in
January, 2002. These molds provide the proprietanyponent parts, which in conjunction with the prefary circuit
board and battery pack, complete the finished pbdur objective is delivery to the first purchasders during the
second quarter of 2002.

We have produced 200 units of the H&atety Light to use for sales and marketing purpose

We submitted a proposal to a major hanp@ovement warehouse chain in January 2002, where
suggested introduction of the Home Safety Lighbtigh its stores located in Virginia, North CarojiGauth Carolina
and Florida. We have since expanded the proposathade stores located in Alabama, Mississippiiis@na and
Texas. The product introduction in the stores sagggkis consistent with the geography usually &by storm
activity during the Hurricane Season (June 1 thhoNlgvember 30). One characteristic of the HurricBaason is the
incidence of power outages caused by severe stditmesHHome Safety Light is designed as a long-tewerim light
source which is particularly useful during powetages. In anticipation of providing the producttie stores
suggested, Cyberlux issued a purchase order to $3&@a9,000 Home Safety Lights which are now indurction.



The proposal to this national chain is currentlgemconsideration, but no purchase order has yet fexeived from
them. The first 200 units produced were to testugirboard accuracy and product assembly protod@bie.200 units
are now used as working models for display andsgaleposes.

We intend to introduce the Home Safegiht through a national home improvement warehalsen by
placing the product in display containers holdi®gd 24 units per container. Our initial concentratwill be in
approximately 250 stores located in the StatesimfiMa, North Carolina, South Carolina, Georgial &torida.

The anticipated placement of approxetya250 displays will require initial production ©0,000 Home Safety
Lights. Based upon consumer acceptance and resuo#tarders, we have made provisions to produce 80,000
units per month at the SCCS facilities. We haveeutadken other marketing initiatives with SCCS, &fioo-profit
guasi-government entity, which will introduce therkle Safety Light in a different format to the Fedétmergency
Management Agency (FEMA), the Department of Defdi¥@D) and comparable state, county and municipal
emergency service organizations. While SCCS hasvwed no commitments from these agencies to puecbas
products, SCCS currently does business with thetsties and is of the opinion that their emergesesvices would b
enhanced by the use of our products.

We have retained an advertising andipublations firm, T. Franzen, Inc., which willitrate a campaign in
January 2002 to create interest in and educatafpaiteonsumers to the merits of the Cyberlux H®aéety Light.
Although the central advertising message is probdangfit to the consumer, the underlying emphasdiise identity of
Cyberlux as a leader in diode illumination or ap@loptoelectronics. This approach is designed ticatd the
consumer to identify Cyberlux as a brand namewhidsupport interest in new products.
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(3) Status of any announced new products

The Cyberlux Home Safety Light is atpbte fixture that may be hand-held, placed orvallplatform in a
horizontal or vertical plane, or suspended by d-maunted hook to broadcast a blanket of light. Tikiire, patent
pending, is designed to produce three levels bt ligyhich are activated by simply pushing a buttavel one
activates 4 amber diodes which serve as a locataighbt light and can provide up to 500 hours ghtion one set of
batteries. Level two disengages the amber diodeésetivates 6 white diodes which produce a realdingl light and
can provide up to 42 hours of light on one setaifdyies. Level three engages all 10 diodes toym®@dn intense
space light for room, corridor or stairwell illunaition and can provide up to 27 hours of light or set of batteries.
To that extent, the Home Safety Light is uniquéhiait through the use of diodes and circuitry, @h¢e to provide up
to 500 hours of light on one set of batteriesals ho bulbs, such as are used in flashlights, wiachally provide
only one to two hours of illumination. When a hosuéfers power outage, without the necessary illatmm to move
about the house during this period, the occupastplaced in a precarious situation. Using the meteédevel of
illumination, the Home Safety Light can provide&urs of illumination and under high intensity fitnation, it can
provide 27 hours of illumination. In other wordsetHome Safety Light can provide practically a fwdlek of reliable,
portable light in storm situations and power ousa@@msed on use of moderate level of light for sedagys at six hours
per day without battery replacement).

The circuitry design of the Cyberluxmie Safety Light contributed to the development séeond-generation
product, Cyberlux Wireless Interim Lighting Systé@WILS), which is currently in the design and tegtstage.
CWILS is a permanently installed system comprisetthiee light fixtures and one radio frequency (R&psmitter.
The circuit board in each of the fixtures contaanskRF receiver that is activated by a signal fromRF transmitter
that is plugged into an electrical wall outlet ih@me or business. When the power that activasew#il outlet is
interrupted (as in a power outage), the RF tranensends a signal to the three fixtures, whiclmihates the diodal
lighting elements thereby providing a bright blanéklight to the space in which the fixture istalted. The CWILS
product is scheduled for introduction to retailesatluring the fourth quarter of 2002.

(4) Industry background



Our Company was born from an invesigatesearch study designed to identify a new apgrdo the
development of an electrochemical (battery powengaitable, interim lighting system capable of pdovg safe
illumination for extended periods of time to progeswners deprived of electrical service causegdnyer outages.
Although power outages have come to be a recupiegomenon due to anomalies in electrical serviteilalition
networks, the focus of the initial study was orruligions caused by severe storm activity alongAtifentic and Gulf
States' coastlines and the corresponding affentadd electrical grids. The National Weather Sexvabels annual
storm activity as the "Hurricane Season"”, whicbffgially monitored from June 1st to November 3@#ch year.
Other deficiency outages not related to weathee leen labeled by the press as "rolling blackouts".

The loss of electrical power relatedrépical and subtropical storms can be wide spegaticover extensive
regional segments surrounding the matrix of thenstdt is the pervasive incidence of power outaes identified the
need for a reliable, durable, safe and econommt¢atim lighting system for property owners and gleaeral
population in areas affected by these seasonalbreaveather systems. The research conductedrttfyden
optimum interim lighting system led to the discovef a new illumination technology (optoelectronidd/e plan to
implement this technology through the developmémli@de illumination fixtures for domestic, commigicand
industrial applications. Management has identifederal opportunities, which are discussed in 8e¢i0) Research
and Development Activities below, where our optogltenic technology can be introduced as a cost#¥ie solution
for antiquated, expensive and unreliable lightipgtesms currently in use. The introduction of oub&jux Home
Safety Light is an example of our advanced illurtioratechnology. We hope that this will establishas an
innovative leader in the industry.

8) Regulation

Our advertising and sales practicexeonng the Home Safety Light and the Wirelessrimté_ighting
Systems are regulated by the Federal Trade Conuniasid state consumer protection laws. Such reguogainclude
restrictions on the manner that we promote thedabeir products. We believe we are in material p@amce with
such regulations.

(9) Effect of existing or probable government regtions

We believe that we will be able to cdynp all material respects with laws and regulas@overning the
conduct of business operations in general. We @iraware of any pending government regulationsrtteat adversel
affect our business.

(10) Research and development activities

The Cyberlux Wireless Interim LightiBgstem (CWILS), referenced in sub section (3) absvan example
ongoing research into several applications forteannology. Other products that have been positidoedesign and
testing are battery powered trade show displayifighelements; navigational lighting for small ¢rafealed lighting
elements for miner's helmets; and replacementitigleglements for hard-wired outdoor walkway, pagkiot or
landscape illumination systems. During the last ywars, we have incurred research and developmpehees of
$151,505.57 for the year 2000 and $188,100.0th®year 2001. These numbers do not include admatiist
overhead, travel or other expenses associatedhatidevelopment.

Charges to research and developmeREsgarch Econometrics prior to incorporation of €&yx Corporatiol
in May 2000:

January 2000 $8,536.1.
February 2000 $ 6,058.0:
March 2000 $6,021.5

April 2000 $12,389.9




$ 33,005.5

In May 2000, all research and developimeas assigned to Cyberlux Corporation (incorpetaflay 17, 2000)
which continued the research and development effitiit Technology Associates, Inc., Reno, Nevadalatet with
Light Technology, Inc., Sarasota, Florida. Thedwaling amounts were expended directly to the twomames for
development of circuitry, optics and mechanicaigles

May 2000 $5,000.0( Technology Associates, Inc. (circuitry)
July 2000 $ 30,000.01 Light Technology, Inc. (mechanical design and
optics)
August 2000 $ 20,000.01 Light Technology, Inc.
September 2000 $ 20,000.01 Light Technology, Inc.
October 2000 30,000.00 Light Technology, Inc.
$105,000.0

In October 2000, Cyberlux agreed tasa&afe-Light Industries, LLP, Steamboat Sprir@slorado in the
development of diode lighting elements and attehdaeuitry for its barricade light design for highy construction
applications. The following funds were expendedamithat development:
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November 2000  $ 8,500.0( Safe-Light Industries, LLP (barricade light
development)
December 2000  $5,000.0¢ Safe-Light Industries, LLP
$ 13,500.0

Total Year 2000  $151,505.5

In January 2001, it became clear thgiht. Technology, Inc. could not produce a produtioototype model t
the specifications provided by Cyberlux. (On A@@, 2001, we subsequently filed a civil complaigdiast Light
Technology, Inc. and Safe-Light Industries, LLP &meir principals alleging breach of contract, ftau
misappropriation of trade secrets and sought itjua@ction against the defendants to prevent tiiem
misappropriating trade secrets as well as to regawenetary damages) (See, Legal Proceedings, p. 17

At that time, Cyberlux identified anetained an industrial design firm, Robrady Deslgn,, Sarasota, Florida
and an electronic circuitry design firm, TKJ, IlNgrthbrook, lllinois to pursue development consisteith Cyberlux
specifications.

In January 2001, Cyberlux advancedtaerd$3,500 to Light Technology, Inc. to recover amork in process
that was proprietary to Cyberlux. The deliverabbswf no substantive use and was discarded as-&eHdnaterial.

Research and Development Expenditunethé year 2001 were as follows:

January 200 $ 3,500.00 Light Technology, Inc. (CAD illustration:

February 200: $12,500.0 Robrady Design, Inc. (mechanical architecture asings)
March 2001 $12,500.0 Robrady Design, Inc

April 2001 $40.000.0 Robrady Design, Inc. (design, optics ,first light\8reless systen
April 2001 $ 7,500.00  TKJ, Inc. (circuitry design & circuit board manufare)

May 2001 $12,500.0 Robrady Design, Inc. (mechanical, optics & ergormdasign’
June 200: $12,500.0 Robrady Design, Inc

July 2001 $12,500.0 Robrady Design, Inc

August 2001 $12,500.0 Robrady Design, Inc



September 200 $ 5,000.00 Robrady Design, Inc

October 200: $10,600.0 Robrady Design, Inc
October 200: $ 15,000.0 TKJ, Inc. (final circuitry for Home Safety Ligh
November 200: $ 5000.01 Robrady Design, Inc. (final CAD delivery for too
November 200: $ 16,500.0 ICT, Inc. (deposit on single cavity tools for injen molds)
November 200: $5,000.00 Robrady Design, Inc. (final delivery on reviseddpunts)
December 200 $ 2,500.00 Robrady Design, Inc
January 200. $ 2,500.00 Robrady Design, Inc

Total Year 200: $188,100.0
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All the amounts paid to Robrady a<lisin the table were for design work done on thenel&afety Light witl
the exception of a $20,000 Convertible Debenturduimure work on the Cyberlux Wireless System. Tikisicluded i
the $40,000 payment in April 2001 in the table.oAshis date, Robrady has been paid in full forsalivices rendered
The contract with Robrady Design, Inc. for worktbe "storm light device" (Home Safety Light) refiea base price
estimate of $70,000.00. In addition, however, tlaeethree expense categories to be paid on anciased" basis.
These categories are listed as Material ExpensasellExpenses and Additional Work Requested (Sagfecontract
Robrady was instructed to fabricate 12 prototygkts which required the creation of rubber moldsifwhich plastic
parts integral to completion of the fixture could firoduced. (Temporary rubber molds are createaldigreo
lithography process to build a limited number agsion parts for prototype model production bydahll of these
costs were paid on delivery of the prototype uoittered. . As of this date, Robrady Design, Ins. been paid in full
for all work performed in connection with the HoiBafety Light and has been prepaid ($20,000 Corlerti
Debenture) for preliminary design work on the CypeiVireless System.

There are two projects with Robradye oglates to work associated with final developnuéithe Home Safet
Light; the second relates to development of thegdlyls wireless system (radio frequency light adtwa). The
wireless system was initially funded in April 200tough the issuance of a $20,000 convertible deloenThe other
payments to Robrady resulted from material expeasssciated with the development of 10 workinggiggie model
created from temporary rubber molds.

Total "Pure" Research and Developmenyéars 2000 and 2001 = $151,505.57 plus $18800H.
$339,605.57.

12) Employees

We currently have five full time empé®s. Our employees are primarily at the execuévellbased upon our
role in coordination of outsource contracts for ofacturing and other production considerations.ré€nity, there
exist no organized labor agreements or union aggaenbetween Cyberlux and our employees. Howewehave
employment agreements with the following executffecers: Donald F. Evans, President (see Exhidid)1Alan H.
Ninneman, Senior Vice President (see Exhibit 10c) dohn W. Ringo, Secretary and Corporate Coussel Exhibit
10d). We believe that our relations with our empley are good.

(13) Dependence on Key Personnel
The success of our Company depends teoefforts, abilities and expertise of our exa@ubfficers and oth
key employees, including our Chief Executive Officgenior Vice President for Operations, TreasOtaef Financia
Officer and Secretary/Corporate Counsel. The lé$lseoservices of such individuals and/or other kelyviduals
could have a material adverse effect on our opaTati

Item 2. Description of Property.

A. Description of Property



Our corporate headquarters are locat®® Orange Road, Pinehurst, North Carolina 283Blid.office space
defined as the 12' by 14’ office located at thehe@st corner of the property situated at 50 Ordtwged, Pinehurst,
North Carolina 28374 and adjacent common spacesstong of restroom facilities, storage closets aoference
room access. Equipment consists of two telephoits;wwo calculators; one HP printer, copier, farg IBM
typewriter; one IBM computer with CTX color monitand Logitech keyboards. Furniture and fixturessestirof two
leather executive swivel chairs; two executive desko 2 drawer file cabinets; one lateral file ica&l; one cherry
wood storage cabinet; one steel typewriter talle;lirass banker's lamps, two extended halogeridagks and
various desk top appurtenances.

Research Econometrics, LLP, providesétfacilities to Cyberlux at a cost of $650 penthoThe managing
partner of Research Econometrics, LLP, Carotheisvdns, is the son of Donald F. Evans, preside@ytierlux. The
leasing terms represent a fully negotiated conpece between two related parties at an arms lelnghsaction.
According to the Sublease Agreement, as of JURDQP the space is rented on a month-to-month lbasisnuing
until such use and enjoyment is terminated by eplaety on thirty days notice in writing. Our maeagent believes
that suitable expansion space is available to maetuture needs at commercially reasonable teifmasguired.

B. Investment Policies

Management does not currently havecygsliregarding the acquisition or sale of assatsgoily for possible
capital gain or primarily for income. We do not ggatly hold any investments or interests in re@tesinvestments
real estate mortgages or securities of or interagtwse persons primarily engaged in real estetigities.

Item 3. Legal Proceedings.

On April 18, 2001, Cyberlux filed a tigomplaint against Light Technology, Inc., EndnRachwal, Safe-
Light Industries, LLC a/k/a JFER Innovations GroupC, James Meyer and John Fleming alleging fraudach of
contract, monies lent, misappropriation of tradeets, conspiracy and sought injunctive relief agihe defendants
to prevent them from misappropriating trade seastwell as to recover monetary damages

In May 11, 2001, the Court grantedragerary injunction against the Defendants.

On June 5, 2001, the Defendants fitedr tAnswer denying the allegations of the Compilaimd filed a
counterclaim alleging fraud, violation of Trade Bs#d\ct, breach of contract and money lent.

On January 18, 2002, the Court gratitedDefendants' Motion tot Dissolve the Injunction.
On January 28, 2002, Cyberlux filed atiin for Rehearing or Clarification of the Motitm Dissolve.

A hearing on the Cyberlux Motion fortiRaring or Clarification of the Motion to Dissolwas scheduled for
March 18, 2002, but was cancelled by the Courtresdnot been rescheduled. The injunction still e effect
until the Court rules on this Motion.

Background:

Cyberlux came into contact with Liglgchnology, Inc. ("LTI") and Rachwal in early 200Je were seeking
someone with the knowledge and expertise to assist the development of an emergency light usihgeALEDs.
LTI and Rachwal represented that they they had knolwledge and expertise and could finalize theettigyment of
the Cyberlux emergency light by September 30, Z0that we could begin manufacturing and sellirgetitnergency
light by November 2000. Rachwal and LTI also addige that we could acquire all the assets of LTl e rights to
LTI's flashlight which also used white LEDs prowid@achwal was made an officer and director of Cylxeas well a
be in charge of design work for the Compe
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In order to evaluate this offer, weuested accounting and financial records to veh&representations of
LTI and Rachwal and to attempt to ascertain thaesaf LTI. Despite repeated attempts, LTI and Radiwere
unable to provide adequate, verifiable financiabres. Nonetheless, in order allow LTI and Rachwadroceed with
the development of the emergency light in ordeneet the November shipping deadline, Cyberlux ahidelntered
into a Letter of Intent on June 12, 2000. This ¢etif Intent also contained a confidentiality clpsotecting our
interests. Pursuant to the Letter of Intent we hdid$100,000 to develop a prototype of an emergetorm light anc
possible acquisition of the assets of LTI basechugpoindependent evaluation of the of the wortthefassets. We
hired the Sarasota CPA firm, Kerkering, Barbari€8&. to independently do an evaluation of the L Beds.
Kerkering, Barbario came to the conclusion that hadl no verifiable assets of any value. Furtheriofénever
developed and produced a working model of the eemengstorm light. We incurred meeting and travglemses of
$36,401.52 associated with LTI during the periodeJthrough December 2000. $43,699.41 was paid lbeyx
employees under LTI's promised delivery of thetligdle also made loans to defendant Safe-LightenAimount of
$13,188.75 to assist in development and marketiritg products based upon representation thatdbeta of Safe-
Light would be acquired by us.

We entered into a joint venture agregmeth LTI and Rachwal in which LTI and Rachwal wa grant
Cyberlux an exclusive license to manufacture afidtsdlashlight know as the PalLight for a liceng fee of
$500,000 as well as a royalty for each light s®lis agreement was contingent upon the successfupletion of the
raising of a minimum offering amount of $900,000@yberlux in a Private Placement Offering that @&swonducting
The offering was unsuccessful and was subsequeittigrawn. LTI and Rachwal continually asked foddinal fee:
outside the agreement. We terminated the agreeoneviarch 28, 2001.

We instituted our complaint against deéendants when we learned, through a local ngvespeticle that LTI
and Safe-Light had merged and had developed argemey light. We had confidentiality rights with hatompanies.
The defendants breached their contracts with usibgppropriating trade secrets and we are seekargtary
damages as well injunctive relief to prevent theomf capitalizing on the misappropriation of tragersts.

Defendant LTI claims that we breachszldontract terms of the letter of intent and jeenture agreement by
failing to maintain confidential disclosed to uglantentionally disclosing confidential informatiom third parties.
Despite receiving $100,000 from us defendants claéfailed to fund the development of the LightrtRer,
defendants claim we failed to pay fees set fortth@licensing agreement. Defendant Safe-Lighgallhat we
requested that they assist us in raising fundinghf® products discussed in the complaint. We dgtleaned them
funds for the development of their barricade light.

The Company intends to fully prosedbte Company's claims and actions against the DafégadThe Company denies the Defenc
allegations alleged against the Company in thainterclaim. This litigation is still in the discayestage and the ultimate outcome cannot
presently be determined.

Court: Circuit Court of the Twelfth Judicial Distrith and For Sarasota County, Florida.
Case Name Cyberlux Corporation, Plaintiff v. Ervin J. Rasal, Light Technology, Inc., Safe-Light

Industries, LLC a/k/a JFER Innovations Group, LU@mes Meyer and John Fleming.
Case Number 2001 CA 005309 NC Div. C.
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Item 4. Submission of Matters to a Vote of Securitydolders.
None.

PART I



Item 5. Market for Common Equity and Related Stocklolder Matters.

There is currently no trading market for thgisgrant's common stock.

Item 6. Management's Discussion and Analysis or Rteof Operation.

When used in this Form K&B and in our future filings with the SecuritiesledExchange Commission, the wc
or phrases "will likely result,” "management exgetor "we expect,” "will continue," "is anticipate' "estimated" or
similar expressions are intended to identify "forddooking statements” within the meaning of thev&e Securities
Litigation Reform Act of 1995. Readers are cauttbnet to place undue reliance on any such forw-looking
statements, each of which speak only as of therdatke. These statements are subject to risks arettamties, some
of which are described below. Actual results mdfedmaterially from historical earnings and thgseesently
anticipated or projected. We have no obligatioptdblicly release the result of any revisions thatyrbe made to any
forward-looking statements to reflect anticipated eventsirmumstances occurring after the date of sueteshents.

A. Management's Discussion and Analysis

(1) For the period May 17, 2000 (inception) through t8eyper 30, 2001, we did not generate revenue frales 0
other sources. During this development stage, weugadl capital accumulation through debt and edingncing an:
development of the Cyberlux Home Safety Light. We positioned to produce the light with the comipletof the
injection molds in January 2002 for sale and distion during the second quarter 200fection molds, also know
"tools" are created in two stages. Polycarbonadstial is injected, under pressure, into a cavhg (hold) to produc
the designed component part. The first stage isglescavity mold that produces a precision singdenponent pa
from a light weight metal mold. The single cavityloh reveals any design discrepancy or desired noadidbn to thi
part prior to a commitment to the much more expensecond stage, hardened steel four cavity nkololwn also &
the "production tool". The single cavity mold ispedle of producing 50,000 component parts beforasan affect
the dimension integrity of the molded componente Tiardened steel four cavity mold is capable otipcong ove
5,000,000 component parts prior to abrasive intteei®ther "tools" included in the manufacturingqass extend
precision templates used in the placement of wjniagistors, capacitors and diodes by high spesdmng machine
that place the designed circuit into a substradeliecomes the circuit board.

During the ensuing twelve months of operati@imiend to:

1. Move to expanded office facilities;

2. Hire mid-level management personnel ampgpert staff;

3. Establish retail chain customer serviog accounting protocols; and
4. Contract with retail chain stores to wlstte and market our products.
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We cannot guarantee that we will be ablcompete successfully or that the competitresgures we may fa
will not have an adverse effect on our businessjlte of operations and financial condition.

The cash requirements of the Compang baen, and continue to be, met by loans fronc&i$, the
forbearance of salaries by Officers and the Agredmth SCCS which provides for payment by SCCSafbr
component parts and packaging incident to the asgeand shipment of the Home Safety Light to retagtomers of
Cyberlux. The shipment of the Home Safety Lightetail customers creates a receivable that becamegotiable
instrument for purposes of finance. The receivéibEncing provides revenue to pay SCCS for itssfied goods
financing and to pay the overhead of the Compdrthere are no retail purchase orders, there afamgible
receivables and, therefore, no logical reasonferGompany to continue its business. As indicabede, the business
of the Company is the sale of its products to restablishments. All Officers have agreed to fara@ce of salarie



until such time as the revenues generated throalgls $0 such retail establishments is sufficiengayp salaries and
retire debt. The history of the Company reflecteestment in the design, development and manufaofuseunique
product for sale through retail establishmentsaiesamers. Although no such sales have yet occutretk has been
no product available for sale until the currentrgraof 2002.

However, we will have to raise addiabfunds within the next 12 months. The Companyreasrted 286,504
in management fees due to several officers witbalary compensation since inception. Such feetoare paid as
bonus compensation from revenues consistent witfitgble sales. We have made arrangements wittmenascial
factoring firm to provide account receivable finargcduring our initial sales cycle. Receivable fineng through
factoring is an expensive process that we hopmpodve upon through bank receivable financing afegment
performance of the Company's customers is histdrieatablished.

Classification Fixed / Variable Ability to Control

Employee Wages and Benefits  Salary = Fixed Can reduce through lay off of
Hourly = Variable personnel

Subcontractor Expense Fixed Can reduce througgfoniinuation
or restructuring of agreements

Accounting and Legal Expenses Variable May increase as Company becor
fully reporting

Building Rental Expense Fixed Little control ovper agreement

Utilities Variable May fluctuate due to seasotyali

Business Insurance Fixed Will increase when 'Kayn" life
insurance is obtained

Misc. Office Supplies & ShippinVariable Can control through reduced office

supply requisitions, negotiating
alternative shipping solutions
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To fund ongoing fiscal 2002 operatiomns,will need to begin to generate revenues to faurdoperations and
provide for our working capital needs. If we ar@ble to generate sufficient revenues, we may neebtain
additional funding through a public or private oiifgy of equity or debt. In the meantime, our offcand directors
plan to advance funds to us on amasded basis, although there is no definitive gallg binding agreement to do ¢
We have no arrangements or agreements to obtailinfyirand we cannot assure you that such finangithdgpe
available on reasonable terms, if at all. Unlessegn generating revenues, obtain additional imnor continue to
receive funds advanced by officers and directbesetis substantial doubt of our ability to conéras a going
concern. However, we may experience fluctuatiorgpirating results in future periods due to a waé factors,
such as:

1. We have a limited operating history on whiglbase estimates of future performance;

2.  We may need to obtain additional financinghi® event that we are unable to realize salesiof o
products or if we require more capital teacurrently have; and

3.  We may experience difficulty in managing gtiow

We issued certain management fees wherke due on December 31, 2001 which were for acksalaries for
Messrs. Evans, Ninneman and Ringo consistent wihl@/ment agreements.

On October 18, 2001, the Company edter® a loan agreement with OneCap, Inc. in witidlorrowed
$170,000 for the purpose of financing for toolioggcuitry and registration costs for public listinfthe Company's
stock. The term of the loan is for one year andnlerest rate is 13% per annum. Under the terntseodgreemen



the Company issued a promissory note secured leysasisthe Company and founders stock which weaeeal into a
escrow account. The Company also issued OneCaprantéo purchase 500,000 shares of its $0.00{adae
common stock at par.

Iltem 7. Financial Statements.

Cyberlux Corporation
(a Development Stage Company)
Balance Sheet

December 31, December 31,
2001 2000
Assets
Current assets:
Cash $ 30,602 $ 21,697
Prepaid interest 6,812 -
Prepaid design services 20,000 -
Total current assets 57,414 21,697
Fixed assets, net 46,582 3,538
Other assets:
Deposit 6,819 1,819
$ 110,815 $ 27,054

Liabilities and Stockholders' (Deficit)

Current liabilities:

Accrued interest $ 16,018 $ 1,267
Other accrued liabilities 3,250 -
Management fees payable - related party 286,504 70,000
Short-term notes payable - shareholders 97,745 -
Short-term notes payable 90,000 15,000
Total current liabilities 493,517 86,267
Long-term note payable 170,000 -
Convertible debentures - 117,455
663,517 203,722

Stockholders' (Deficit):
Preferred stock, $0.001 par value, 5,000,000
shares authorized, no shares issued and
outstanding - -
Common stock, $0.001 par value, 20,000,000
shares authorized, 6,152,396 and 4,315,966 shares issued

and outstanding as of 12/31/01 and 12/31/00, respectively 6,152 4,316
Additional paid-in capital 473,568 273,667
(Deficit) accumulated during development stage (1,032,422) (454,651)

(552,702) (176,668)

$ 110,815 $ 27,054
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Cyberlux Corporation
(a Development Stage Company)
Statement of Operations
For the year ended December 31, 2001
the period May 17, 2000 (Inception) to December 31, 2001,
and for the period May 17, 2000 (Inception) to December 31, 2001
May 17, 2000 May 17, 2000
Year ended (inception) to (inception) to
December 31, December 31, December 31,
2001 2000 2001
Revenue $ -8 - $ -
Expenses:
Marketing and advertising expense 74,535 44,013 118,548
Depreciation expense 2,356 676 3,032
Organizational costs - 25,473 25,473
Research and development costs 85,500 157,314 242,814
Management and consulting fees - related party 263,088 153,730 416,818
General and administrative expenses 107,991 71,041 179,032
Total expenses 533,470 452,247 985,717
(Loss) from operations (533,470) (452,247) (985,717)
Other income (expense):
Interest (expense) (44,301) (2,444) (46,745)
Interest income - 40 40
Net (loss) $ (677,771) % (454,651) % (1,032,422)
— — —
Weighted average number of common
shares outstanding - basic and fully diluted 4,413,467 3,708,445
— —
Net (loss) per share - basic and fully diluted $ (0.13) % (0.12)
— —
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Cyberlux Corporation

(a Development Stage Company)
Statement of Changes in Stockholders' Equity
For the Period May 17, 2000 (Date of Inception) to December 31, 2001



(Deficit)
Accumulated

Additional During Total
Common Stock Paid-in Development  Stockholders'
Shares Amount Capital Stage (Deficit)
Shares issued to founders for cash 1,784,000 $ 1,784 % 416 $ $ 2,200
Shares issued for research and development 750,000 750 68,003 68,753
Shares issued for conversion of debt 144,000 144 39,856 40,000
Donated capital - - 16,000 16,000
Shares issued for cash pursuant to
Rule 504 offering 640,171 640 95,386 96,026
Shares issued for consulting services 997,795 998 54,006 55,004
Net (loss)
May 17, 2000 (inception) to
December 31, 2000 (454,651) (454,651)
Balance, December 31, 2000 4,315,966 4,316 273,667 (454,651) (176,668)
Shares issued for conversion of debt 850,430 850 170,200 171,050
Shares issued for exercise of optir 350,00t 35C - 350
Shares issued for exercise of warre 636,00( 63€ 29,70: 30,337
Net (loss)
Year ended December 31, 2001 (577,771) (577,771)
Balance, December 31, 2001 6,152,396 6,152 473,568 (1,032,422) (5652,702)
I I I I —
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Cyberlux Corporation
(a Development Stage Company)
Statement of Cash Flows
For the year ended December 31, 2001,
the period May 17, 2000 (inception) to December 31, 2000, and
for the period May 17, 2000 (Date of Inception) to December 31, 2001
May 17, 2000 May 17, 2000

Cash flows from operating activities
Net (loss)

Depreciation expense

Shares issued for consulting services

Shares issued for research and development

Year ended

December 31,

$

2001

(577,771) $
2,356

(inception) to

December 31,

2000

(454,651)
676
55,004
68,753

$

(inception) to
December 31,
2001

(1,032,422)
3,032
55,004
68,753



Adjustments to reconcile net (loss) to
cash (used) by operating activities:
(Increase) in deposit
Increase in accrued interest
Increase in other accrued liabilities
Increase in management fees payable - related party

Net cash (used) by operating activities

Cash flows from investing activities
Purchase of fixed assets
Proceeds from short-term notes payable
Proceeds from long-term notes payable

Net cash provided by investing activities

Cash flows from financing activities
Proceeds from convertible debentures
Proceeds from short-term notes payable - shareholders
Donated capital
Issuance of common stock

Net cash provided by financing activities

Net increase in cash
Cash - beginning

Cash - ending

Supplemental disclosures:
Interest paid

Income taxes paid

Non-cash investing and financing activities:
Shares issued for R&D and consulting services

Shares issued for conversion of debt
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(5,000)
14,751
3,250
216,504

(345,910)

(45,400)
61,283
170,000

185,883

40,500
97,745

30,687

168,932

8,905
21,697

30,602

171,050

(1,819) (6,819)
1,267 16,018
- 3,250
70,000 286,504
(260,770) (606,680)
(4,214) (49,614)
- 61,283
15,000 185,000
10,786 196,669
157,455 197,955
- 97,745
16,000 16,000
98,226 128,913
271,681 440,613
21,697 30,602
21,697 $ 30,602
| |
1,202 $ 1,202
| |
- % -
| |
123,757 $ 123,757
| |
40,000 $ 211,050
| |

Cyberlux Corporation
(A Development Stage Company)

Note 1 - History and organization of the company

The Company was organized on May 17, 2000 (Date of Inception) under the laws of the State of Nevada, as Cyberlux

Notes



Corporation. The Company has limited operations, and in accordance with SFAS #7, the Company is considered a development
stage company.

Note 2 - Accounting policies and procedures

Accounting method
The Company reports income and expenses on the accrual method.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Cash and cash equivalents

The Company maintains a cash balance in a non-interest-bearing account that currently does not exceed federally insured limits.
For the purpose of the statements of cash flows, all highly liquid investments with an original maturity of three months or less are
considered to be cash equivalents. There are no cash equivalents as of September 30, 2001 and December 31, 2000.

Fixed assets

Property and equipment are recorded at cost. Minor additions and renewals are expensed in the year incurred. Major additions
and renewals are capitalized and depreciated over their estimated useful lives. Depreciation is calculated using the straight-line
method over the estimated useful lives as follows:

Office equipment 5 years

Advertising costs
The Company expenses all costs of advertising as incurred. Advertising costs totaled $-0- and $13,645 in 2001 and 2000,
respectively.

Impairment of long lived assets

Long lived assets held and used by the Company are reviewed for possible impairment whenever events or circumstances
indicate the carrying amount of an asset may not be recoverable or is impaired. No such impairments have been identified by
management at September 30, 2001 and December 31, 2000.

Fair value of financial instruments

Fair value estimates discussed herein are based upon certain market assumptions and pertinent information available to
management as of September 30, 2001 and December 31, 2000. The respective carrying value of certain on-balance-sheet
financial instruments approximated their fair values. These financial instruments include cash and accounts payable. Fair values
were assumed to approximate carrying values for cash and payables because they are short term in nature and their carrying
amounts approximate fair values or they are payable on demand.

Reporting on the costs of start-up activities

Statement of Position 98-5 (SOP 98-5), "Reporting on the Costs of Start-Up Activities," which provides guidance on the financial
reporting of start-up costs and organizational costs, requires most costs of start-up activities and organizational costs to be
expensed as incurred. SOP 98-5 is effective for fiscal years beginning after December 15, 1998. With the adoption of SOP 98-5,
there has been little or no effect on the Company's financial statements.
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Cyberlux Corporation
(A Development Stage Company)
Notes

Stock-Based Compensation:

The Company accounts for stock-based awards to employees in accordance with Accounting Principles Board Opinion No. 25,
"Accounting for Stock Issued to Employees" and related interpretations and has adopted the disclosure-only alternative of FAS
No. 123, "Accounting for Stock-Based Compensation.” Options granted to consultants, independent representatives and other
non-employees are accounted for using the fair value method as prescribed by FAS No. 123.

Loss per share



Net loss per share is provided in accordance with Statement of Financial Accounting Standards No. 128 (SFAS #128) "Earnings
Per Share". Basic loss per share is computed by dividing losses available to common stockholders by the weighted average
number of common shares outstanding during the period.

Dividends
The Company has not adopted any policy regarding payment of dividends. No dividends have been paid or declared since
inception.

Segment reporting

The Company follows Statement of Financial Accounting Standards No. 130, "Disclosures About Segments of an Enterprise and
Related Information”. The Company operates as a single segment and will evaluate additional segment disclosure requirements
as it expands its operations.

Income taxes

The Company follows Statement of Financial Accounting Standard No. 109, "Accounting for Income Taxes" ("SFAS No. 109") for
recording the provision for income taxes. Deferred tax assets and liabilities are computed based upon the difference between the
financial statement and income tax basis of assets and liabilities using the enacted marginal tax rate applicable when the related
asset or liability is expected to be realized or settled. Deferred income tax expenses or benefits are based on the changes in the
asset or liability during each period. If available evidence suggests that it is more likely than not that some portion or all of the
deferred tax assets will not be realized, a valuation allowance is required to reduce the deferred tax assets to the amount that is
more likely than not to be realized. Future changes in such valuation allowance are included in the provision for deferred income
taxes in the period of change.

Deferred income taxes may arise from temporary differences resulting from income and expense items reported for financial
accounting and tax purposes in different periods. Deferred taxes are classified as current or non-current, depending on the
classification of assets and liabilities to which they relate. Deferred taxes arising from temporary differences that are not related to
an asset or liability are classified as current or non-current depending on the periods in which the temporary differences are
expected to reverse.

Recent pronouncements

The FASB recently issued Statement No. 137, "Accounting for Derivative Instruments and Hedging Activities-Deferral of Effective
Date of FASB Statement No. 133". The Statement defers for one year the effective date of FASB Statement No. 133, "Accounting
for Derivative Instruments and Hedging Activities". The rule now will apply to all fiscal quarters of all fiscal years beginning after
June 15, 2000. In June 1998, the FASB issued SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities."
The Statement will require the company to recognize all derivatives on the balance sheet at fair value. Derivatives that are not
hedges must be adjusted to fair value through income, if the derivative is a hedge, depending on the nature of the hedge, changes
in the fair value of derivatives will either be offset against the change in fair value of the hedged assets, liabilities, or firm
commitments through earnings or recognized in other comprehensive income until the hedged item is recognized in earnings. The
ineffective portion of a derivative's change in fair value will be immediately recognized in earnings. The company does not expect
SFAS No. 133 to have a material impact on earnings and financial position.

In December 1999, the Securities and Exchange Commission released Staff Accounting Bulletin No. 101, Revenue Recognition in
Financial Statements (SAB No. 101), which provides guidance on the recognition, presentation and disclosure of revenue in
financial statements. SAB No. 101 did not impact the company's revenue recognition policies.
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Cyberlux Corporation
(A Development Stage Company)
Notes

In March 2000, the FASB issued Interpretation No. 44 (FIN 44), Accounting for Certain Transactions Involving Stock
Compensation, an Interpretation of APB 25. FIN 44 clarifies the application of APB 25 for (a) the definition of employee for
purposes of applying APB 25, (b) the criteria for determining whether a plan qualifies as a noncompensatory plan, (c) the
accounting consequence for various modifications to the terms of a previously fixed stock option or award, and (d) the accounting
for an exchange of stock compensation awards in a business combination. FIN 44 is effective July 1, 2000, but certain provisions
cover specific events that occur after either December 15, 1998, or January 12, 2000. The adoption of certain other provisions of
FIN 44 prior to July 30, 2000 did not have a material effect on the financial statements. The Company does not expect that the
adoption of the remaining provisions will have a material effect on the financial statements.

Note 3 - Income taxes



The Company accounts for income taxes under Statement of Financial Accounting Standards No. 109, "Accounting for Income
Taxes" ("SFAS No. 109"), which requires use of the liability method. SFAS No. 109 provides that deferred tax assets and liabilities
are recorded based on the differences between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes, referred to as temporary differences. Deferred tax assets and liabilities at the end of each period are
determined using the currently enacted tax rates applied to taxable income in the periods in which the deferred tax assets and
liabilities are expected to be settled or realized.

The provision for income taxes differs from the amount computed by applying the statutory federal income tax rate to income
before provision for income taxes. The sources and tax effects of the differences are as follows:

U.S federal statutory rate (34.0%)
Valuation reserve 34.0%
Total -%

As of December 31, 2001, the Company has a net operating loss carryforward of approximately $1,000,000 for tax purposes,
which will be available to offset future taxable income. If not used, this carryforward will expire in 2021. The deferred tax asset
relating to the operating loss carryforward of approximately $340,000 has been fully reserved at December 31, 2001.

Note 4 - Fixed assets

The Company acquired $45,000 of tooling equipment during the year ended December 31, 2001, and $4,214 of office equipment
during the year ended December 31, 2000.

Depreciation expense totaled $2,356 and $676 for the years ended December 31, 2001 and December 31, 2000, respectively.
Note 5 - Notes payable and convertible debentures

The Company received cash from unrelated individuals in exchange for promissory notes totaling $75,000 as of December 31,
2001. The unsecured notes bear an interest rate of 10.0%, and the principal and interest are due on July 31, 2002.

The Company received cash from an unrelated entity in exchange for a promissory note totaling $170,000 as of December 31,
2001. The note is secured by all of the Company's assets plus 3,265,000 shares of the Company's stock held by various
individuals. The Company paid a total of $11,050 for six months in advance pursuant to the loan agreement. Six monthly

payments of $1,841.67 plus accrued interest are due by the 15 ™ of each month with a renewable balance due April 22, 2002. The
note bears interest at 13% per annum, and interest expense of $16,018 has been accrued as of December 31, 2001.
Total interest expense at December 31, 2001 of $44,301 includes a loan origination fee of $17,500.
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Cyberlux Corporation
(A Development Stage Company)
Notes

During the years ended December 31, 2001 and December 31, 2000, the Company issued convertible debentures totaling
$40,500 and $157,455, respectively. The debentures are convertible into the Company's $0.001 par value common stock at the
discretion of the note holders. During the periods ended December 31, 2000, certain of the note holders elected to convert their
debentures totaling $40,000 into 144,000 shares of the Company's $0.001 par value common stock. During the year ended
December 31, 2001, certain note holders elected to convert their debentures totaling $171,050 into 850,430 shares of the
Company's $0.001 par value common stock.

Note 6 - Stockholder's equity

The Company is authorized to issue 20,000,000 shares of its $0.001 par value common stock and 5,000,000 shares of its $0.001
par value preferred stock.

During May, 2000, the Company issued 1,784,000 shares of its $0.001 par value common stock to its founders in exchange for
cash of $2,200.

During May 2000, the Company issued 750,000 shares of its $0.001 par value common stock in exchange for research and



development and organizational costs paid for by Research Econometrics, LLP in the totaling $68,753.

During May 2000, the Company issued 875,000 shares of its $0.001 par value common stock to an officer of the Company for
consulting services valued at $36,585.

During July 2000, the Company issued 144,000 shares of its $0.001 par value common stock in exchange for convertible
debentures in the amount of $40,000.

During November 2000, the Company issued 640,171 shares of its $0.001 par value common stock for total cash of $99,026
pursuant to a Regulation D, Rule 504 of the Securities and Exchange Commission Act of 1933, offering.

During November 2000, the Company issued 122,795 shares of its $0.001 par value common stock to a consulting firm for
services valued at $18,419.

During November 2001, officers of the Company elected to exercise their options to purchase 350,000 shares of the Company's
$0.001 par value common stock for cash of $350.

During the year ended December 31, 2001, certain warrant holders elected to convert their warrants to 636,000 shares of the
Company's $0.001 par value common stock for cash of $30,337.

During the year ended December 31, 2001, the Company issued 850,430 shares of its $0.001 par value common stock in
exchange for convertible debentures in the amount of $171,050.

There have been no other issuances of common or preferred stock.
Note 7 - Warrants and options

The Company created an Employee Stock Option Plan for incentive/retention of current key employees and as an inducement to
employment of new employees. The plan, which sets aside 600,000 shares of common stock for purchase by employees, was
made effective in the second quarter by the Board of Directors. On May 31, 2001, the Company issued stock options to its officers
to purchase 350,000 shares at an exercise price of 85% of the fair market price per share on the exercise date. On November 27,
2001, the officers exercised their options and acquired 350,000 shares of stock for cash of $350.

Note 8 - Related Party Transactions

The Company entered into a sub-lease agreement with Research Econometrics, LLP, which provides the Company the ability to
continue the research and development efforts of the Electrochemical Portable Power Plant and Lighting System. The agreement
is on a month-to-month basis. Total rental expense for the year ending December 31, 2001 was $15,806, and for the period
ended December 31, 2000 was $10,606.
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Cyberlux Corporation
(A Development Stage Company)
Notes

The Company issued 997,795 shares of its $0.001 par value common stock valued at $55,004 to officers and shareholders of the
Company for consulting services totaling $153,730 as of December 31, 2000.

The Company accrued management fees payable to officers and shareholders of the Company totaling $286,504 and $70,000 as
of December 31, 2001 and December 31, 2000, respectively.

Note 9 - Going concern

The Company's financial statements are prepared using the generally accepted accounting principles applicable to a going
concern, which contemplates the realization of assets and liquidation of liabilities in the normal course of business. Without
realization of additional capital, it would be unlikely for the Company to continue as a going concern. The Company plans to seek
additional funding through debt and equity offerings.
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G. BRAD BECKSTEAD

Certified Public Accountant

330 E. Warm Springs
Las Vegas, NV 89119
702.257.1984
702.362.0540 fax

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Stockholders
of Cyberlux Corporation

| have audited the accompanying balance sheets of Cyberlux Corporation (a development stage company) as of December 31,
2001 and 2000 and the related consolidated statements of operations, stockholders' equity and cash flows for the years then
ended and for the period May 17, 2000 (inception) to December 31, 2001. These financial statements are the responsibility of the
Company's management. My responsibility is to express an opinion on these financial statements based on my audit.

| conducted my audit in accordance with generally accepted auditing standards in the United States of America. Those standards
require that | plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. | believe that my audit provides a reasonable
basis for my opinion.

In my opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position
of Cyberlux Corporation (a development stage company) as of December 31, 2001 and 2000, and the results of its operations,
stockholders' equity and cash flows for the years then ended and for the period May 17, 2000 (inception) to December 31, 2001 in
conformity with generally accepted accounting principles in the United States of America.

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going
concern. As discussed in Note 2 to the financial statements, the Company has had recurring operating losses for the past several
years. These factors raise substantial doubt about its ability to continue as a going concern. Management's plans in regard to
these matters are also described in Note 2. The consolidated financial statements do not include any adjustments that might result
from the outcome of this uncertainty.

W A

Las Vegas, Nevada
April 30, 2002
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Item 8. Changes In and Disagreements With Accountds on Accounting and Financial Disclosure.

We have had no disagreements withrmdgpendent accountan



PART IlI

Item 9. Directors, Executive Officers, Promoters ad Control Persons; Compliance With Section 16(a) ahe Exchange Act.
A. Directors and Executive Officers

The following table sets forth certain infa@tion with respect to each of our executive efficor directors.

Name Age Position Appointed
Donald F. Evan 67 President & Chairman of the Boe May 19, 200(C
John W. Ringc 56 Secretary, Corporate Counsel & Direc May 19, 200(

Alan H. Ninnemar 58 Senior Vice President & Directt May 19, 200(
David D. Downing 52 Treasurer & CFC May 19, 200(C

B. Work Experience

Donald F. Evans, President, Chairman d¢he Board -Mr. Evans graduated from the University of North
Carolina, Chapel Hill, NC with a BS Degree in Ecomos. Mr. Evans represented the investment intefeResearch
Econometrics in Waste Reduction Products Corparatiqrivately held North Carolina corporation frdmme of 199
to until March of 1999. Mr. Evans served on the iBoaf that Company and as its representative fodyct sales to
the U.S. Department of Defense. On March 19, 1B@3earch Econometrics sold its interest in Wasthi&®n
Products Corporation and on April 1, 1999, he beagamvestigative research study on behalf of Rebea
Econometrics into the feasibility of a long-terne@lochemical interim lighting system. The resugjtstudy identified
the feasibility of white diodes as lighting elementhich, when managed by solid state circuitry, Mquovide a
reliable source (over forty-two hours from one éattpack) lighting solution to homeowners or busses during
extended power outages. The study provided theeance specifications and methods for the devetopwf the
light which led to the formation of Cyberlux Corption in May 2000 as the business management datithe
project. Mr. Evans has served as the CEO of Cykaihce its inception.

John W. Ringo, Secretary, Corporate Casel & Director - Mr. Ringo graduated from the University of
Kentucky. Lexington. KY with a BA Degree in Jounsah Subsequently, he received a Juris Doctor Defgoee the
University of Kentucky College of Law. Since 199@, has been engaged in private practice in Mariétta
specializing in corporate and securities law. Ha fisrmer Staff Attorney with the U. S. Securitsgsd Exchange
Commission, a member of the Bar of the Supreme t@duhe United States, the Kentucky Bar Assocraaad the
Georgia Bar Association. Mr. Ringo is a foundeCgberlux and has served as Secretary and Geneuals€bsince i
inception.

Alan H. Ninneman, Senior Vice Presider& Director - Mr. Ninneman attended Elgin Community College,
Elgin, IL and subsequently majored in business adstration at Southern Illinois University, Carbatel IL. Mr.
Ninneman was a senior support analyst for Tandemptiter, San Jose, California from 1982 to 1985iosdyusines:
analyst at Apple Computer, Cupertino, Californianir1985 to 1987; Director of Operations at Scorgiechnologies
Inc., San Jose, California; and CEO of City Sofeyadnc., Albuquerque, New Mexico from 1992 untitbming a
founder of Cyberlux in May 2000. Mr. Ninneman ispensible for the Company's operations systems.

David D. Downing, Treasurer & CFO Mr. Downing graduated from Grove City College, Geduity, PA
with a BA Degree in Accounting. Mr. Downing joinéthrietta Industrial Enterprises, Inc., Marietta,i®im
November 1991 as its Chief Financial Officer. Heswe#ected to the Board of Directors of that Companjanuary
1994. He has been a Director of American Businasks?Inc., Belpre, Ohio since January 1998 aneskas a
director of Agri-Cycle Products, Inc. from May 19@8til April 2001. He is a founder of Cyberlux aserved as its
Treasurer since its inception.
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Item 10. Executive Compensation.
Remuneration of Directors and Executive Officers

Although the Company has employmeneeagrents with Messrs. Evans, Ringo and Ninnemanhadatt for
compensation as listed below, no salaries have paienduring the development stage. These officave agreed to
receive accrued management fees in the form ofvopayments after revenues are available from ptcdles. No
officer or director has received any compensat®nfayet until such time as we begin generatingnees. However,
the following table sets forth the annual compensadue our executives that has accrued basedeandbility of the
Company to meet the obligation.

Capacities in which Remuneration was Annual Compensation

Name Recorded 123
Donald F. Evans President & Chairman of the Board $98,000
John W. Ringo Secretary, Corporate Counsel & Direc $66,000

Alan H. Ninneman Senior Vice President & Director $78,000
David D. Downing Treasurer & CFO $0

Footnotes to Executive Compensation:

1. Compensation to officers has been deferred as a capital conservation measure designed to invest available funds into development of saleable
products.

2. Management's salaries will be based upon the performance of the Company. Management's performance bonuses will be decided by a majority of the
Board of Directors of the Company and may be increased by the Board of Directors from year to year consistent with goals established by the Board to the
benefit of shareholders.

3. Members of the Company's Board of Directors will serve until the next annual meeting of the stockholders and until their successors are duly elected
and qualified, unless earlier removed as provided in the Bylaws of the Company. Executive officers serve at the pleasure of the Board of Directors.

Compensation of Directors

There are no arrangements made to casape any director for services as a director. @uEngements for
compensation of directors for services will comneennce we begin earning revenues.

Stock Option Plan

The Company has created an EmployeskS®dption Plan for incentive/retention of curreelylemployees and
as an inducement to employment of new employees pldn, which sets aside 600,000 shares of comtock Br
purchase by employees, was made effective in t@nsequarter by the Board of Directors. Cyberluit mot issue
options or warrants to any employee or affiliatéhvén exercise price of less than 85% of the fairket value of the
Common Stock on the date of the grant.

On May 31, 2001, Cyberlux issued stoptions to purchase 350,000 shares of the 600}0@@s authorized
by the Board of Directors to the following indivials, in the following amounts:

Individual Corporate Position Number of Shares
Donald F. Evans President and CEO 100,000
John W. Ringo  Secretary and Corporate Counsel 100,000

Alan H. Ninneman Senior Vice President 100,000

David D. Downing Treasurer and CFO 50,000
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The exercise price is 85% of the faarket price per share. The options expire on th#htanniversary of the
Stock Option Agreement (all dated May 31, 2001) ©ptions listed above were exercised in Novembed at a
price of $0.001 per share.
Item 11. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter.

A. Security Ownership of Management

The following table sets forth as op&anber 30, 2001, certain information regardingltaeeficial ownership
of our common stock by:

1. Each person who is known us to be the beakbaner of more than 5% of the common stock,
2. Each of our director and executive officerd a
3. All of our directors and executive officessagroup.

Except as otherwise indicated, thegesr entities listed below have sole voting anvestment power with
respect to all shares of common stock beneficalimed by them, except to the extent such powerhleaghared with
a spouse. No change in control is currently beorgemplated.

Name and Address of Shares Percentage of

Beneficial Owner Beneficially Owned Shares
Outstanding

Donald F. Evan 875,000 @ $0.001/sha 22.02%
Fifty Orange Roa 380,000 @ $0.065/shal~ 2
Pinehurst, NC 2837 100,000 @ $0.001/sha

David D. Downing 400,000 @ $0.001/sha 7.31%
100 Country Meadow Driv 50,000 @ $0.001/sha
Marietta, OH 4575

Alan H. Ninnematr 500,000 @ $0.001/sha 9.75%
17 Barberry Coul 100,000 @ $0.001/sha
Corrales, NM 8704

John W. Ringc 300,000 @ $0.001/sha 6.5%
241 Lamplighter Lan 100,000 @ $0.001/sha

Marietta, GA 3006

Total ownership by our officers and directors (four

individuals) 2,805,00( 45.6%°
Footnotes:
1. Mr. Evans was issued 875,000 shares individually in connection with his founding of Cyberlux Corporation and assignment of his patent for the

Electrochemical Portable Power and Lighting System to the Company. Research Econometrics was issued 750,000 shares in connection with an
assignment of all of its interests derived from its funding of the initial development of the long-tern interim lighting system.. The Research Econometric
shares were distributed to the partners in this venture and, as one of the partners, Mr. Evans received 380,000 of the partnership's 750,000 shares.
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2. 380,000 shares received by Mr. Evans pursuant to the distribution of Research Econometrics shares are common stock of the Company owned by
him individually. The balance of the Research Econometric shares were distributed to ten other individual partners no one of whom owns an amount
approaching 5% of the shares outstanding.

3. There is no voting trust among any of the shareholders , officers or directors. Pursuant to the Incentive Stock Option Plan, officers of the Company,
Messrs. Evans, Ringo, Ninneman and Downing exercised 350,000 options, which increased the percentage of ownership to 45.6% of total outstanding
shares. These options are reflected in the individual's share ownership in the table.

B. Persons Sharing Ownership of Control of Shase

No person other than Donald F. Evaras/i@D. Downing, Alan H. Ninneman, and John Ringae or shares
the power to vote 5% or more of our securities.

Item 12. Certain Relationships and Related Transaans.

The Company entered into a sub-leasseagent with Research Econometrics, LLP, which igles/the
Company the ability to continue the research anegtldpment efforts of the Electrochemical Portalbdever Plant and
Lighting System. The agreement is on a month-totmbasis. Total rental expense for the nine moetfting
September 30, 2001 was $10,606, and for the peridihg December 31, 2000 was $10,606. Mr. Evangheas
partner in Research Econometrics who undertookntrestigative research study designed to deterthiedéeasibility
of an electrochemical (battery powered) interinigg system that could provide long-term soluticmproperty
owners during extended power outages. The studijroted the feasibility of such a system consisteith an
application of new technologies that, when combjpedvided extended life to existing battery resest He began
the study with an investigation of the incidencgoiver outage attributable to severe storm actaliyg the east
coast and west along the gulf coast states of thietl States. Later, he communicated his intereskploring the
development of a new light to PU AN Trading Compahgipei, Taiwan, an organization known to him as a
representative of several electronic product martufars in Taiwan. The first provisional patent Viiged with the
U.S. Patent and Trademark Office on September@0).1t was filed for the proposed system as "fwsnhvent” and
granted a license for "foreign filing". The forei§ling license provides documentation to the psomial patent holde
to register its license in certain foreign jurigaios to protect its intellectual property fromrnngement. This was
communicated to PU An Trading to secure its cordiron of confidentiality, non-disclosure clausestin
representation agreements with Research Econome®iit AN provided a variety of battery pack confagions for
experimentation with incandescent, fluorescentfdret optic elements. The chemical and physicapprties of those
lighting elements proved that existing electrocteh{battery) technology could not sustain a ligktto the
protracted level specified (Light life of 40 howhgration from one battery pack). Mr. Evans thercalgred the newly
perfected white light emitting diode that requi@®s less energy than its incandescent and fluaneésoenterparts to
produce optimum light. The diode was establisheith@snodel lighting element that could be efficigiserviced by a
specially designed circuit board that would modethe flow of electricity from the battery packtb@ diodes thereby
extending the life of the energy source ten follhdugh Cyberlux Corporation has not transactednass with PU
AN Trading, relations between Mr. Evans, Presiddr@yberlux and Richard Lin, President of PU AN diray remair
cordial.
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The agreement with Research Econonsetherefore, is on whereby the light design sygtenfected by
Research Econometrics was assigned as the founddtibe newly created Cyberlux Corporation.

Promissory notes were issued to ced#ioers for loans to the Company for working ¢apiThese Notes are
listed as payable upon demand and accrue intdr@2@per annum. Don F. Evans, David D. DowningmH.
Ninneman and a former officer loaned $30,500, $88,$5,245 and $5,000, respective

The terms of transactions in this sectre as fair to the Company as any transacti@icould have been
made with unaffiliated parties.

As a subsequent event, the Companygdrtsacted to occupy new offices as corporate headeys at 105 Aviemore Drive Suite
2000, Pinehurst, North Carolina 28374. The leassmgement is a month to month rental which providepayment of $1,795 per month ¢
a security deposit in like amount. The office cetsbf 1,108 square feet on the second floor &valouilding. Facilities include a kitche



bath, a large central receiving area, four workiataalcoves and a large conference room. The leaisenenced on February 15, 2002 and
continues month to month unless terminated by efihety on 30 days written notice.

Item 13. Exhibits and Reports on Form 8-K.

Part Il

Iltem 1. Index to Exhibits

Exhibit Numbe Name and/or Identification of Exhibit

3 Articles of Incorporation & By-Laws
a. Articles of Incorporation of the Company filecai17, 2000 *
b. By-Laws of the Company adopted May 19, 2000 *

10 Material Contracts
a. SCCS Proprietary Product Manufacturing Agreerient
b. Donald F. Evans Employment Agreement **
c. Alan H. Ninneman Employment Agreement **
d. John W. Ringo Employment Agreement **

e. Hynes, Inc. Agreement **

f. Robrady Agreement **
g. TKJ, Inc. Agreement **
h. ICT, Inc. Agreement **
I. Research Econometrics Agreement **
j. OneCap Loan Agreement
k. Working Capital Loans from Officers and Direxs
[. 2001 Incentive Stock Option Plan
23 Consent of Experts and Counsel

Consent of independent public accountant *

Footnotes:
*  Previously filed with Form 10-SB and incorpted by reference herein.

*  Previously filed with Form 10-SB Amendment Nioand incorporated by reference herein.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgfeeAct, the registrant caused this report to geexd on its behalf by the undersigned,
thereunto duly authorized.

Cyberlux Corporation

By /s/ Donald F. Evans
Donald F. Evans, President & Chairman of the Board




Date April 26, 2002
In accordance with the Exchange Act, this repostiieen signed below by the following persons oraleth the
registrant and in the capacities and on the datéisated.

By /s/ Donald F. Evans
Donald F. Evans, President & Chairman of the Board

Date April 26, 2002

By /s/ John W. Ringo
John W. Ringo, Secretary, Corporate Counsel & Direc

Date April 26, 2002

By /s/ Alan H. Ninneman
Alan H. Ninneman, Senior Vice President & Director

Date April 26,2002

By /s/ David D. Downing
David D. Downing, Treasurer & CFO

Date April 26, 2002

Exhibit 10 j.

OneCap Loan Agreement

Loan Agreement

This Loan Agreement (the "Agreemeng"jriade and entered into this 22 day of October P§C4nd between Cyberlux Corporatio
Nevada corporation ("Debtor") and OneCap, a Newadporation ("Lender")

WHEREAS, Debtor requires financing fooling, circuitry, and registration costs assoaatéth the application for public listing
Debtor's common stock; and

WHEREAS, Lender desires to provide suhrfcing, upon the terms and conditions containglinvthis Agreement.

NOW, THEREFORE, in consideration of thatual representations, warranties and covenamt®ined herein, and on the terms
subject to the conditions herein set forth, thdipathereby agree as follows:

ARTICLE |
Definitions

As used in this Agreement, the follogvberms shall have the meanings set forth below:

1.1Closing . "Closing" shall mean the closing of the transatttontemplated by this Agreement, which shall o@tul0:00 a.m
Pacific Standard Time, on the Closing Date in tfie@s of OneCap, or at such other time and placshall be mutually agreed in writing
the parties hereto.

1.2Closing Date. "Closing Date" shall mean October 22, 2001, uwitherwise mutually agreed in writing by the pegthereto



ARTICLE I
Terms and Conditions of Loan

2.1Loan. Subject to and upon the terms and conditionsato@d herein, at the Closing, Lender shall loathéoDebtor the princip
sum of ONE HUNDRED SEVENTY THOUSAND DOLLARS ($17@0.00). The specific uses of the proceeds from kmd, and th
specific payees of the proceeds from said loarl] bbaattached hereto and incorporated herein fgreace at Exhibit A. The loan shall
made to Debtor at the Closing, in exchange for Bbexecution of a Secured Promissory Note (thatél, the form of which is attach
hereto and incorporated herein by reference attiibx@®i The Note shall be secured by such collatéraé "Collateral”) as is listed in the L
of Collateral, attached hereto and incorporatedefigrence at Exhibit C.
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2.ZTerm of Loan The term of the loan shall be for twelve (12) itisrfrom the date of execution of this Agreemeender shall hay
the option of extending the term for an additiosial months, provided that Debtor is not in defauinder shall give thirty (30) days writt
notice to Debtor of the exercise of said optiord ahall pay Lender an extension fee of EIGHT THOB®RASEVEN HUNDRED FIFT)
DOLLARS ($8,750.00) simultaneous with the exeraséhe option.

2.3Repayment of LoanRevenue SharingRepayment of the loan shall be as fully statethenNote. Debtor hereby represents
warrants that it will set aside and distribute ba 15" calendar day of each month a minimum of five per¢g#) of all of Debtor's gro
revenues during the term of the loan for repaynodrthe loan until the loan is paid in full. The Debshall have the right to prepay
principal amount or any part thereof without pepalt any time.

2.4Escrow of Collateral Debtor shall place the Collateral in escrow v@tbrporate Regulatory Services, LLC (the "Escrow it
to be held pursuant to the terms of an Escrow Agesd, which is entered into on even date herewithshall be substantially in the formr
Exhibit D hereto.

2.5Late Payment Any amount that remains unpaid ten calendar diays the date such payment was due shall be sutmeat
additional charge of FIVE PERCENT (5%) of the thmiutstanding balance. Debtor unconditionally ageepay this late charge withc
demand.

2.8Narrants. In addition to the payment terms described alamekin the Note, Debtor agrees to issue to Lend@erants to purcha
five hundred thousand (500,000) shares of Debtmtamon stock at the rate of $0.001 per share potsisathe terms of the Warr:
Certificate attached hereto as Exhibit E, and ipotated by reference herein.

2.7nstruments of Closing; Further Assurances

(a) At the Closing, Lender shall deliver to Debtor:

I. A bank wire or cashiers check in the amount &,$30.00 as enumerated in Exhibit A.; and
II.  Such other instrument or instruments as shatdmessary or appropriate, as Debtor shall
reasonably request.

(b) At the Closing, Debtor shall deliver to Lender:

I. The Note, in the form attached at Exhibit B herdtilly executed by Debtor;
II. The Escrow Agreement, fully executed, in thenficsittached at Exhibit D hereto;
lll. A fully executed Warrant Certificate, in therfo attached at Exhibit E hereto; and
IV. Such other instrument or instruments as shatidésessary or appropriate, as Lender shall
reasonably request.

2.8 Additional Issuance of Foundersr8bd-ounders shall not authorize, issue, pledge, pmnaiscontract for any additional she
of Cyberlux Corporation of behalf of, or for thenedit of, Founders or a related party until thistébas been paid in full

ARTICLE Il



Indemnification

3.1Debtor's Indemnity Subject to the terms of this Section, Debtor hgragrees to indemnify, defend and hold harmlessleean
its officers, directors, agents, attorneys, accantst and affiliates from and against any and adksés, claims, obligations, demai
assessments, penalties, liabilities, costs, damaggsonable attorneys' fees and expenses ("Claamstrted against or incurred by Lende
reason of or resulting from a breach by Debtorrof eepresentation, warranty or covenant contairg@ih, or in any agreement exect
pursuant thereto.

3.Remedies Not Exclusivehe remedies provided for in this Section shatl lme exclusive of any other rights or remedies|alke
by one party against the other, either at law @qunity.

ARTICLE IV
Security Interest

4.1Creation of a Security InterestAs security for the payment of all amounts duearnthis agreement, the Note, or any
agreement or instrument executed in connectioretiér, Debtor hereby grants to the Lender an udédisecurity interest in the Collateral.

4.2Debtor Obligations. Debtor shall pay to Lender all amounts due anihgvto Lender arising from or in connection withe
Agreement, the Note, or any other agreement orumstnt executed in connection therewith, in acaocdawith the terms of the same, w
and as the same become due.

4. Default. The following shall be defined as events of difander this Agreement:

4.3.1 NonpaymentNonpayment of any amount due under the Note farenthan fifteen (15) calendar days from the due,danles
the obligation to pay such amount has been otherwéved in writing by Lender;
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4.3.2 Bankruptcy, Insolvency, Liquidsti. Assignment by Debtor for the benefit of creditoss admission in writing of Debto
inability to pay her debts as they become dueijliogfa voluntary petition in bankruptcy, or adjadtion as a bankrupt or insolvent, or fil
any petition or answer seeking for herself anygenization, arrangement, composition, readjustniepiidation, dissolution or similar reli
under any present or future statute, law or reguiabr filing any answer admitting or failing t@ny the material allegations of a petition f
against her for any such relief, or seeking or eatiag to or acquiescing in the appointment of tagtee, receiver or liquidator;

4.3.3_Transfers and Encumbraniéé@ebtor, without the prior written consent bktLender, shall have attempted to remove, part
possession with, sell, transfer, encumber, or agbig Collateral, or any portion thereof, or thedler's interest under this Agreement, other
than where such improper action is remedied witifie@en (15) days after written notice thereof hagn given to Debtor; and

4.3.4 Seizurelf any part of the Collateral shall remain subjax any levy, seizure, involuntary assignmentcttent, forfeitur
application or sale for or by any creditor or gawaental agency for more than fifteen (15) days;

4.3.4_Other Eventdf any of the events specifically listed as egenitdefault in the Note occur, they shall be cdestd events of
default under the terms of this Agreement; and

4.3.5 If any representation, warraotyother affirmation by Borrower is untrue or nré&#y misleading in any respect.

4.4Rights of Lender Upon the occurrence of any event of default,Ltbeder shall be entitled to declare the outstandialgnce o
the Note immediately due and payable. In additorthie right of acceleration granted herein, thedegrshall be entitled to any and
remedies available under the Uniform Commercial €wdeffect in the State of Nevada as of the datedf, as the same may be amel
from time to time.

In the event of any default hereundeinathe performance of any of the obligations seduhereby, Lend
may exercise any and all of its rights providedelieder or by law. Without limiting the generalitf/tbe foregoinc
any Collateral may, at the sole and absolute opmifdrender, (i) be sold hereunder, (ii) be soldsmant to the Neva
Uniform Commercial Code, or (iii) be dealt with lhgnder in any other manner provided by statute, davequity
Without limiting the foregoing, Lender may requebtor to assemble the Collateral and make it alvkalto Lende



at a place to be designated by Lender. Lender maiys sole discretion, appoint a third party taests the agent
Lender for the purpose of disposition of the Celtat in accordance with the Nevada Uniform Comnatr€ode
Debtor acknowledges and agrees that a disposifidmedCollateral in accordance with Lender's rigimsl remedies
respect to real property as herein above providedaicommercially reasonable disposition thereofbtdr
acknowledges and agrees that the fact that the phbtained at a private sale may be less thanrtbe which migh
have been obtained at a public sale does not rengeiate sale unreasonable even if Lender acctkptéirst offe
received and does not offer the subject propertydce than one offered.
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ARTICLE V
Termination

5.1Termination for Cause This Agreement may be terminated prior to Clogipgn notice to the other party at any time by iaypié
any representation or warranty of the other paotytained in this Agreement or in any certificateotirer document executed and delivere
one party to the other is or becomes untrue orchesghin any material respect or if one party fealgomply in any material respect with i

covenant or agreement contained herein, and arty migrepresentation, breach or noncompliance icud, waived, or eliminated befi
Closing.

5.2ZTermination Without CauseAnything herein or elsewhere to the contrary nthtstanding, this Agreement may be terminatec
abandoned at any time without further obligatioriability on the part of any party in favor of amyher by mutual consent of Debtor !
Lender.

ARTICLE VI
Miscellaneous Provisions

6.1Additional Financing; Right of First RefusaBorrower will notify Lender of any and all subsemt company financing (includi
debt or equity), prior to application or upon Bamey's first knowledge of such financing opportunaynd allow Lender to participate equ.
with any bona fide third parties, exclusive of braf credit from vendors or suppliers.

6.2Production. Debtor hereby represents and warrants that ptiosuef its product will begin as soon as practlealand that, barrir
circumstances beyond its control, including but liratted to acts of God, war, civil unrest, labdriles, or other unforeseen circumstan
and that Debtor shall commence the first commeszld of its products within 120 days of the Clgdbate.

6.3Public Listing. Debtor hereby represents and warrants that litdiigently move forward with its application fgublic listing o
its common stock, and, barring regulatory delaygohd the control of Debtor, Debtor's common stdeélisbe listed for public quotation
the National Association of Securities Dealers,'th©ver The Counter Bulletin Board within one hgateighty (180) days from the Clos
date.

[Balance of this page intentionally left blank]

6.4Conversion. Lender shall have the unilateral right to havevested the entire amount of principal and interestany portio
thereof, due and owing to common stock of Debttie Tate of conversion shall be the lower of $0.&6ghare, or a price per share equ
eighty five percent (85%) of the average daily pitte over the ten preceding trading days prightdate of conversion. If in the event
Debtor's common stock is not trading on the Nafigkesociation of Securities Dealers, Inc.'s Ovee T@ounter Bulletin Board or ott
recognized securities exchange, or if in the etleaittno bid price has been set, then the raterfarsion shall be $0.15 per share.

6.Drafting Parties. Each party executing this Agreement agrees thnatsi fully participated in the drafting of this k@ment and th
no party shall be deemed to be the drafting pafrthis Agreement. Therefore, subject to applicdbig, this Agreement may be amenc
modified or supplemented only by a written agreensegned by Debtor and Lends



6.6Naiver of Compliance; Consents

6.6.1 Any failure of any party toraply with any obligation, covenant, agreementamdition herein may be waived by the p
entitled to the performance of such obligation,emant or agreement or who has the benefit of sanlitton, but such waiver or failure
insist upon strict compliance with such obligationyenant, or agreement or condition will not opeies a waiver of, or estoppel with res
to, any subsequent or other failure.

6.6.2 Whenever this Agreement rezguor permits consent by or on behalf of any phdaseto, such consent will be given i
manner consistent with the requirements for a waiteompliance as set forth above.

6./MNotices. All Notices, requests, demands and other comnatioits required or permitted hereunder will be nitimg and will be
deemed to have been duly given when delivered)tyafid; (ii) reliable overnight delivery service;(ai) facsimile transmission.

If to Debtor, to: 50 Orange Road, P.O. Box 201@¢eRurst, North Carolina 28374-2010

If to Lender, to: 5450 W. Sahara"®Floor, Las Vegas, Nevada 89146

6.8Titles and Captions All section titles or captions contained in tdigreement are for convenience only and shall notdeme
part of the context nor effect the interpretatidnhis Agreement.

6.9Entire Agreement This Agreement contains the entire understantielgveen and among the parties and supersedes ian
understandings and agreements among them resp#atisgbject matter of this Agreement.
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6.10Agreement Binding This Agreement shall be binding upon the heixgcators, administrators, successors and assigts
parties hereto.

6.11Attorneys' FeesIn the event an arbitration, suit or action isught by any party under this Agreement to enfare of its term:
or in any appeal therefrom, it is agreed that tlevgiling party shall be entitled to reasonableratys fees to be fixed by the arbitrator,
court, and/or appellate court.

6.1Zomputation of Timeln computing any period of time pursuant to thiggeement, the day of the act, event or defauthfwehict
the designated period of time begins to run shalhisluded, unless it is a Saturday, Sunday ogal leoliday, in which event the period sl
begin to run on the next day that is not a Satur8ayday or legal holiday.

6.13Pronouns and Plurals All pronouns and any variations thereof shalldeemed to refer to the masculine, feminine, ne
singular or plural as the identity of the persomersons may require.

6.14Governing Law. THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF TH E PARTIES HERETO SHALL
BE GOVERNED, CONSTRUED AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEVADA. THE
PARTIES AGREE THAT ANY LITIGATION RELATING DIRECTLY OR INDIRECTLY TO THIS AGREEMENT MUST BE
BROUGHT BEFORE AND DETERMINED BY A COURT OF COMPETE NT JURISDICTION WITHIN CLARK COUNTY,
NEVADA.

6.1%Presumption This Agreement or any Section thereof shall rotbnstrued against any party due to the factsthidt Agreemel
or any section thereof was drafted by said party.

6.16Further Action. The parties hereto shall execute and delived@atuments, provide all information and take or &bfrom al
such action as may be necessary or appropriatthtevee the purposes of the Agreement.

6.17Parties in Interest Nothing herein shall be construed to be to theelieof any third party, nor is it intended thatyaprovisior
shall be for the benefit of any third party.

6.185avings ClauseIf any provision of this Agreement, or the apgtion of such provision to any person or circumstarshall b
held invalid, the remainder of this Agreement,ta application of such provision to persons oruitstances other than those as to whict



held invalid, shall not be affected hereby.

6.1Confidentiality. The parties shall keep this Agreement and itsigeconfidential, but any party may make such dsales as
reasonably considers are required by law or negessabtain financing. In the event that the tast®ons contemplated by this Agreemen
not consummated for any reason whatsoever, théepdrereto agree not to disclose or use any cartfadleinformation they may ha
concerning the affairs of other parties, exceptifiéormation which is required by law to be dis@ds Confidential information includes, |
is not limited to, financial records, surveys, regppplans, proposals, financial information, imf@tion relating to personnel contracts, s
ownership, liabilities and litigation.

6.2QCosts, Expenses and Legal Fe&¥hether or not the transactions contemplateddyeage consummated, each party hereto
bear its own costs and expenses (including attatriegs), except as set forth in the Escrow Agre¢me

6.21Severability. If any provision of this Agreement is held to tlegal, invalid or unenforceable under presentfudure law:
effecting during the term hereof, such provisioalkhe fully severable and this Agreement shalcbestrued and enforced as if such ille
invalid or unenforceable provision never comprisgohrt hereof; and the remaining provisions hesbafl remain in full force and effect ¢
shall not be affected by the illegal, invalid oremforceable provision or by its severance herefieanthermore, in lieu of such illegal, inve
and unenforceable provision, there shall be addéshzatically as part of this Agreement a provisénsimilar in nature in its terms to s
illegal, invalid or unenforceable provision as nieeypossible and be legal, valid and enforceable.

6.22Counterparts and Facsimile Signature$his Agreement may be executed in one or morateoparts, each of which shall
deemed an original, but all of which together stalhstitute one and the same instrument. For pega$ this Agreement, facsim
signatures shall be treated as originals until dirole that applicable pages bearing riaosimile signatures are obtained from the rele
party or parties.

6.23nducement for Loan To induce Lender to make the Loan, Borrower henepresents and warrants to Lender that exce
otherwise disclosed to Lender in writing (a) Boreswhas complied with any and all laws and reguteticoncerning its organizatic
existence and the transaction of its businesshasdhe right and power to own the patents, ompsifgending, and to produce the inventol
contemplated in this Agreement and the other Loaouents; (b) Borrower is authorized to executéyeleand perform all of its obligatio
under the Loan Documents; (c) the Loan Documemtwalid and binding obligations of Borrower; (d)rBawer is not in violation of any la
regulation or ordinance, or any order of any caurgovernmental authority, and no provision of thian Documents violates any applice
law, any covenants or restrictions affecting themplor patents, any order of any court or govermah@uthority or any contract or agreen
binding on Borrower; (e) to the extent requireddpplicable law, Borrower has filed all necessary rieturns and reports and have pait
taxes and governmental charges thereby shown ¢avirey; (f) the Financial Statements for

9

Borrower delivered to Lender are true, correct, anthplete in all material respects, and there fesmo material change of Borrow
financial condition from the financial condition Bbrrower indicated in such Financial Statemerg};Borrower owns, free and clear of
liens and encumbrances, in its own name, all Goldtand owns all licenses, and rights, includiniipout limitation, all intellectual proper
rights, of or relating to, or arising from the Ga#ral; (h) Borrower owns, without any lien or emtuance, all of the stock which is a pat
the Collateral, or subject to the Warrant, and theioperson or entity has any right or interesirito any of the foregoing.

6.24Debtor to Provide Information Furthermore, Borrower will, upon Lender's reasd@aequest, (a) promptly correct any def
error or omission in any Loan Document; (b) execaikknowledge, deliver, procure, record or filetsdigrther instruments and do si
further acts as Lender deems necessary, desirapl®per to carry out the purposes of the Loan Deeuts and to identify and subject to
liens and security interest of the Loan Documentsmoperty intended to be covered thereby, incgdiny renewals, additions, substitutit
replacements, or appurtenances to the Propertgx@mute, acknowledge, deliver, procure, file @ord any document or instrument Ler
deems necessary, desirable, or proper to protedighs or the security interest under the Loanuduents against the rights or interest
third persons; and (d) provide such certificatessuinents, reports, information, affidavits and otimstruments and do such further |
deemed necessary, desirable or proper by Lendrmiply with the requirements of any agency havurggiction over Lender.

IN WITNESS WHEREOF, the parties hefeéwe set their hands this _ 22lay of October, 2001



CYBERLUX CORPORATION, a
Nevada corporation ("Debtor”

by:  /s/ Donald Evan
Donald Evans, Presider

ONECAP, a Nevada corporati

("Lender")

by: /sl Vincent Hesse

Vincent Hesser, Preside
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Exhibit a

Use of Proceeds

Use of Proceeds

Use

*Industrial Design

*Engineering Circuitry

*Tooling single cavity molds initial pmt

**Tooling single cavity molds final pmt
*Registration -Preparation of the Form

10-SB and Form 211, only. Fee does not include
"Additional Expenses" under the Contract or other
disbursements.

*Audit

*Six (6) months pre-paid interest at 13%

*Loan Fee

*Estimated Legal/Closing

**Circuitry Production Software

Operating Capital/Equipment/G&A
Total Use of Funds

*OneCap, Inc. shall disburse proceeds directly ($80.00)

BB BB

Amount

12,40C
15,00(¢
13,00(
12,50(C
16,00(

4,00C
11,05(C
17,50C
2,50C
14,00C

52,05(
170,00(

Payee

Robrady Design, Inc.
TKJ Inc.

ICT Inc.

ICT Inc. (Cyberlux)
CRS

Beckstead and Watts
OneCap
OneCap
OneCap

Controls Inc. and TKJ Inc.
(Cyberlux)

Cyberlux et al

** Cyberlux has the right to reallocate cost sasifigthese categories upon proof to lender thakwor
has been completed Cyberlux disbursed remainingegids ($78,550.00)

12



Exhibit b

Secured Promissory Note
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SECURED PROMISSORY NOTE

October 22, 2001
$170,000
Las Vegas, NV

FOR VALUE RECEIVED, the undersigned, b@ylux Corporation, a Nevada Corporation (the "Baer"), promises to pay
OneCap, Inc., a Nevada Corporation ("Lender"),ghiecipal sum of One Hundred Seventy Thousand E©$&170,000 USD) with intere
on the principal balance and on any remaining whpalance as hereinafter provided (The "Loan").

This Secured Promissory Note ("Instratf)eis payable on the following terms and condito

1. Payment TermsUpon the closing, Borrower shall pay Lender thstfgix (6) months of payments in advance and theaising
unpaid balance of this Instrument shall then acerterest during the first six (6) months of thenteand no additional payment of principa
interest shall be due during the first six (6) ni@ntThe unpaid balance of this Instrument shall bearest at a rate of thirteen (13%) sin
interest per annum for the term of this Instrument.

Borrower hereto agrees to pay Lendeordpefore the fifteenth (15th) day of the monthtfte next six (6) months (the seventh thrc
the twelfth months), the minimum of $1,841.67 pe@mth in accrued interest or 5% of gross revenubghever is greater.

Thereafter, the remaining principaldvede may be paid in full or if extended, amortip@dr the next six (6) months after paymer
the Loan Extension Fee in the amount of $8,750rdaer agrees to pay Lender on or before the fitte¢h5th) day of the month for t
extended six (6) months, the minimum of the amediamount per month or 5% of gross revenues, wixghe greater.

If any default occurs in the paymentn§ installment under this Instrument and if tieéadlt is not cured within fifteen (10) calen
days after the due date thereof, or not cured éyd@hms of this Agreement, Lender shall have th®opo declare the entire amount due
owing, payable in full, without notice. Failure éaercise this option shall not constitute a waivethe right to exercise the same in the e
of any subsequent default.

The Borrower waives demand, noticetgsth and diligence and further promises that i thstrument is not fully paid as ab
provided, the Borrower will pay all costs and exges) including a reasonable attorney's fee, thgtbmancurred in collecting the Loan or i
part thereof.
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The Borrower shall have the right tegay the principal amount or any part thereof withmenalty at any time.

If payment of this Instrument or anyrtmn thereof shall not be made at maturity and aaotjon is brought to enforce collect
thereof, the undersigned agrees to pay reasontiblaey's fees and all expenses in such action.

The undersigned hereby authorizes #oyreey at law to appear in any court of recordhia State of Nevada, or any other state il
United States, on default in the payment of anyaliment due on the above obligation, and waiveisaance and service of process,
confess a judgment against the undersigned in fafdhe holder for the amount of the note, togetiwdth costs of suit and reasonz
attorneys' fees, and to release all errors andenalivight of appeals.

Lender is not required to rely on cwtal for the payment of this note in the eventlefault by the undersigned, but may proc
directly against the undersigned in such manndressier deems desirable. None of the rights and dexseof Lender hereunder are tc
waived or affected by the failure to delay to eism¥cany or all of them. All remedies conferred ohadder of this Instrument or any ot
instrument or agreement shall be cumulative, antkrie exclusive. Such remedies may be exerciseducantly or consecutively at t
holder's option. This Instrument may be extendedafgeriod of six (6) months according to the tersmnditions and provisions of tl
Instrument.

2. Fixed InterestThe unpaid principal balance of the instrument fiinme to time outstanding shall bear simple intefdse "Fixec
Interest"), until this Instrument shall have beadpn full, at the rate of thirteen percent (138€r annum. All accrued unpaid Fixed Inte
shall be due and payable monthly on the fifteetiti) of each month, commencing on the signinghisf Agreement. BORROWER H/
PREPAID FIRST 6 MONTHS OF INTEREST AND ACKNOWLEDGHESHAT THE FIRST THREE MONTHS ARE FULLY EARNED B
LENDER AND NONREFUNDABLE IN ANY EVENT OR REPAYMENT.

3Security. This Instrument, and each of the obligations ofBloerower provided herein, is secured by the assetse Borrower, bot
tangible and intangible. Borrower hereby transtemng assigns to Lender all of Borrower's rightetiéind interest, (but not its liability),
under, and to all design and production contraatd,any and all plans and patents, and agreealtludtthe same are covered by the colla
agreement provisions. Borrower agrees to delivéretader from time to time upon Lender's requeshsiansents to the foregoing assignr
from parties contracting with Borrower as Lendelymequire. Neither this assignment nor any actiphénder shall constitute an assump
by Lender of any obligation under any contract @dhwespect to the production, Borrower hereby agte perform all of its obligations un
any contract, and Borrower shall continue to bbldéidor all obligations of Borrower with respecetkto. Borrower shall transfer as collat
for security for payment of this or any other ligito Lender due or to become due, or that mayhereafter incurred, property listec
Exhibit C. On Borrower's failure to comply with tkerms of this obligation, Lender shall have fudlyer and authority in case of such det
or of the nonpayment of any of the liabilities abamentioned, to sell, assign and deliver all, or payt of such collateral or any substitt
therefor or additions thereto at any broker's baardt public or private sale, at Lender's opti@inany time thereafter upon advertiseme;
notice to Borrower, and with the right on Lend@sst to purchase the collateral at such sale withay right of redemption on Lender's p
After deducting all costs and expenses for colbectsale, delivery, including legal expenses, Lerstall be entitled to apply the remain
proceeds of such sale or sales to pay any of L&nlkisbilities to remaining proceeds of such salsales to pay any of Borrower's liabilitie:
Lender and return any surplus to the Borrowerhindvent of any deficiency, the Borrower will rembable for such amount.
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4. Financial StatementsBorrower shall deliver to Lender the Financigt8ments and other statements and informatioreatirtie:
and for the periods described in (a) the Loan Agwerd and (b) any other Loan Document or securijrimiment, and Borrower shall delive
Lender from time to time such additional financ#tements and information, agreement, or instrairmgrLender may at any time requ
Borrower will make all of its books, records and@ants available to Lender and its representatiyem request and will permit them
review and copy the same. Borrower shall promptiiify Lender of any material adverse change infih@ncial condition of Borrower, or
the progress of the production of inventory.

Borrower shall provide or cause to beviled to Lender all of the following:

(a) Audited Financial Statements of Baer for each fiscal year of such reporting padg, soon as reasonably
practicable and in any event within ninety (90) slajter the close of each fiscal year, and Unaddtieancial Statements of
Borrower for each month of such reporting partysasn as reasonably practicable and in any evehinathirty (30) days after
the close of each month.

(b) Copies of filed federal and stateome tax returns of Borrower each taxable yeahimthirty (30) days after filing
but in any event not later than November 15 of gagr. If any tax return is not filed on or beferech initial due date, a copy
(ies) of the IRS extension form(s) (reflecting #pproval when required for the extension) must bisprovided to Lende



(c) From time to time promptly afterrider's request, such additional information, repartd statements respecting the
patents, inventory, or the business operationdiaadcial condition of each reporting party, as denmay reasonably request.

All Financial Statements shall be imnfioand detail satisfactory to Lender and shall @mnbr be attached to the signed and ¢
written certification of the reporting party in farspecified by Lender to certify that the Financshtements are furnished to Lende
connection with the extension of credit by Lended @onstitute a true and correct statement of ¢éperting party's financial position. ,
certifications and signatures on behalf of corgores, partnerships or other entities shall be bsepresentative of the reporting p:
satisfactory to Lender. All Financial Statementsdaeporting party who is an individual shall beleender's therurrent personal financ
statement form or in another form satisfactory amder. All fiscal yeaend Financial Statements shall be audited andfieértiwithout an
qualification or exception not acceptable to Lendwr independent certified public accountants aizd#p to Lender, and shall contain
reports and disclosures required by generally daedegoccounting principles for a fair presentation.
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5. Costs and ExpensedVithout limiting any Loan Document and to theaktnot prohibited by applicable laws, Borrowerlspay
when due, shall reimburse to Lender on demand halllisdemnify Lender from, all reasonable outpafeket fees, costs, and expenses
or reasonably incurred by Lender in connection wilie negotiation, preparation and execution of thigeement and the other Lc
Documents (and any amendments, approvals, consstessions, waivers and releases requested, egquiroposed or done from time
time), or in connection with the collection of thean or the enforcement of the obligations of Baweo or the exercise of any right or rem
of Lender, including (a) all fees and expenseseasfder's outside legal counsel; (b) fees and charfgesch consultant, inspector and engir
(c) title insurance charges and premiums; (d) sarch or examination costs, including abstreastractors' certificates and unifc
commercial code searches; (e) judgment and taxskanches for Borrower; (f) escrow fees; (g) fewd @osts of environmental investigati
site assessments and remediations; (h) recordati@s, documentary taxes, transfer taxes and ngattgxes; (i) filing and recording fe
and (j) loan brokerage fees. Borrower shall payedlsonable costs and expenses reasonably indwyreender, including attorneys' fees
the obligations or any part thereof are soughte@dilected by or through any collection proceedinuding, without limitation, an attorn
at law, whether or not involving probate, appelladministrative or bankruptcy proceedings. Borrowieall pay all reasonable costs
expenses of complying with the Loan Documents, tdrebr not such costs and expenses are includedeiruse of funds. Borrowe
obligations under this Section shall survive thiveey of the Loan Documents, the making of advandtke payment in full of the obligatio
the release or reconveyance of any of the Loan Dects, any bankruptcy or other debtor relief prdaeg and any other event whatsoever.

6._Late ChargeBorrower acknowledges that late payment to Lendi#iroause Lender to incur costs not contemplatedttis
Instrument. Such costs include, without limitatipnpcessing and accounting charges. Thereforeyyifpmyment due and payable to Ler
under this Instrument is not received by Lendehiniten (10) days from the due date, Borrower gy to Lender and additional sum of 1
percent (5%) of the overdue amount as a late ch&8geower acknowledges that this late charge meprs a reasonable sum considerin
of the circumstances existing on the date if trerliment and represents a fair and reasonableatstiofi the cost that Lender will incur
reason of late payment. Borrower further acknowdsdthat proof of actual damages would be costlynoonvenient to both partie
Acceptance of any late charge shall not constautaiver of the default with respect to the overda®unt and shall not prevent Lender f
exercising any of the other rights and remediedahla to Lender under the Instrument of otherwiséhe payment required by this provis
is found to constitute interest notwithstanding tientrary intention of Borrower and Lender, thertsypayment shall be subject to
provisions in this Instrument regarding legal ietgrlimitations.
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7._Notice to Lender Within ten (10) days after Borrower first has knedde of the occurrence of any of the following @s;
Borrower shall notify Lender in writing thereof,expfying in each case the action Borrower has takenill take with respect thereto: (a) ¢
violation of any law or governmental requiremerit) &ny litigation, arbitration or governmental istigation or proceeding instituted
threatened against Borrower, and any material dpwednt therein; (c) any notice for the npslyment of taxes in relation to the compi
inventory, suppliers, or employees (d) any labontmversy pending or threatened against Borrowearnr supplier, and any mate
development in any labor controversy; (e) any motieceived by Borrower with respect to the cantielia alteration or nomenewal of an
insurance coverage maintained; (f) any failure loyrBwer or any supplier to perform any materialigdiion under any contract, any ever
condition which would permit termination of a cattt or suspension of work thereunder, or any naieen by Borrower or any suppl
with respect to any of the foregoing; (g) any li@ed against the Company or any stop notice semedBorrower in connection wi
production of inventory; or (h) any required pernfitense, certificate or approval with respecaty patents owned or held by Borrowe
any affiliate, plans, or company operations, laggeseases to be in full force and effect.

8. Transfer. Lender may sell or offer to sell the Loan or instsetherein to one or more assignees or partigpdrender ma
disseminate any information it now has or hereaftatains pertaining to the Loan, including any sigufor the Loan and credit or ott
information on the Borrower, any of Borrower's gipals and any guarantor, to any actual or prosgeetssignee or participant, to Lend
affiliates, and to any regulatory body having jdiision over Lender, provided Lender shall use gfasth efforts to cause any such persc
execute a written confidentiality agreement as tor@ver's and Borrower's principals, or the guayast as the case may be, informa
Borrower shall execute, acknowledge, and delivgramd all instruments reasonably requested by Lreindeonnection therewith, and to



extent, if any, specified in any such assignmergasticipation, such assignee(s) or participargsll have the rights and benefits with res
to the Loan Documents as such person(s) would tiaueh person(s) were Lender hereunder.
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10. DefaultThe occurrence of any of the following events shalbin "Event of Default" under this Note:

A.

Any failure to make a timely payment of princigalinterest due under this
Instrument; or

Failure of Borrower to set aside, and deliver toder on a monthly basis by the
th calendar day of each month, a schedule of compamenues along with the
minimum payment due or the minimum of 5% of toelenues, whichever is
greater; or

If Borrower shall have any tax lien filed agaiitsaind the same is not bonded or
discharged within 45 days; or

If Borrower shall become insolvent; make an assignt for the benefit of
creditors; or

If a receiver, custodian or trustee shall be ayppd for Borrower's assets; or

If there shall be filed by or against Borrowey aretition or application for relief
under the Bankruptcy Code; or

If Borrower shall, without Lender's prior writt@ensent, which consent may be
withheld at Lender's sole discretion, sell, assigansfer or otherwise convey any
interest to all or any part of the assets or prigpefrthe Borrower to any party with
the exception of standard bank borrowing for ineepand/or receivable factorin
or

Any covenant, agreement, condition, represemaiiovarranty in this Agreement
(other than covenants to pay the Indebtednessthied than Defaults expressly
listed in this Section) is not fully and timely femmed, observed or kept within
fifteen (15) days after written notice from Lendecluding use of funds not in
accordance with Exhibit A of the Loan Agreement; or

Failure to obtain inventory and commence salgsrofiuct within 120 days of the
date of this Instrument, barring unavoidable delaytsof the control of Borrower;
or
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Any required permit, license, certificate or ap@l with respect to the Borrower,
patents, or plans lapses or ceases to be in fukfand effect and is not reinstated
within thirty (30) days; or

The entry of a judgment against Borrower or gsuance of any attachment,
sequestration, or similar writ levied upon anytefproperty which is not
discharged within a period of thirty (30) days; or

The dissolution or insolvency of Borrower; or

Any breach or default (after taking into consatén applicable notice, grace and
cure periods) by Borrower of any duty, obligatioayenant, representation or
warranty contained herei



10.1Based on certain monetary and rmannetary provisions, the Lender upon the occurrefieay Event of Default, at the option
Lender, the entire principal balance and all actmurgpaid interest and any other amounts due to érelogl Borrower shall at once become
and payable, without presentment, demand, pratesice or any grace period. Borrower will be affedda ten (10) day opportunity to ¢
said defaults under sections 10.a, b, ¢, g, hki,gnd m.

10.2Upon any event of Default, Lender at its electioaynfbut shall not be obligated to), without notide, any one or more of t
following: (a) terminate its commitment to lend amay obligation to disburse any additional fundeeheder; (b) terminate any obligatior
extend any other credit to or for the account ofrBwer; (c) reduce any claim to judgment; (d) eiscany and all rights and remec
afforded by this Instrument, any other loan docut®@m security instrument, law, equity or otherwiseluding obtaining appointment o
receiver (to which Borrower hereby consents); (e}ts own name or in the name of Borrower, entén possession of the plans, pate
contracts and all other collateral security (inghgdany and all security listed on Exhibit C to thean Agreement), perform all wc
necessary to complete the inventory substantialpccordance with the plans or patents(as modifiedeemed necessary by Lender), the
documents, and all applicable laws, governmentgalirements and restrictive covenants, and contiownploy Borrower's engineer and
supplier pursuant to the applicable contracts bemwtise; (f) sebff and apply, to the extent thereof and to the imaxn extent permitted |
law, any and all deposits, funds, or assets attiamy held and any and all other indebtedness atiareyowing by Lender to or for the cre
or account of Borrower against any Indebtednesgg)cause the Board of Directors of Cyberlux tth aspecial shareholders meeting, \
10 day notice, as set forth in the corporate By|aestion 2.
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10.3The failure to exercise the foregoing option upba happening of one or more of the foregoing EveftBefault shall nc
constitute a waiver of the right to exercise theeat any subsequent time in respect of the saraet®f§ Default or any hereunder whicl
late or is less than the payment in full of all amts due and payable at the time of such paymetitrsbt (i) constitute a waiver of the right
exercise the foregoing option at the time or at sulysequent time or nullify any prior exercise wéhs option, (ii) constitute a waiver of 1
right to receive timely payments in the future(iay constitute a waiver of the right to receivayment in full of all amounts due and pay:
at the time of such payment. No delay or omissianttee part of Lender to exercise any option foretemation of the maturity of tl
Indebtedness, or any other option granted to Lehdeeunder in any one or more instances, or theps&eces by Lender of any pai
payment on account of the Indebtedness, shall itotesa waiver of any such default, and each syitfon shall remain continuously in f
force and effect. No remedy herein conferred uporeserved to Lender is intended to be exclusivanyf other remedies provided for in
Note or any of the other Loan Documents, and eadheaery such remedy shall be cumulative, and $leailh addition to every other rem
given hereunder, or under the Note or any of tlheroLoan Documents, or now or hereafter existinaator in equity or by statute. Eve
right, power and remedy given to Lender by this gmnent, the Note or any of the other Loan Docum&mddl be concurrent, and may
pursued separately, successively or together agaorsower, or the Property or any part thereofany personal property granted as sec
under the Loan Documents, and every right, powdrramedy given by this Agreement, the Note or arhe other Loan Documents may
exercised from time to time as often as may be deleexpedient by Lender.

Lender shall have the right at any tifhet shall have no obligation) to take in its naanen the name of Borrower such actior
Lender may determine to be necessary to cure daylti@nder any contract or with respect to thenpland patents or to protect the right
Borrower or Lender with respect thereto.

11. Collection Costlf this Instrument is not paid when dughether at maturity or by acceleration, or if itasllected through
bankruptcy, probate or other court, whether beforafter maturity, or if any Event of Default ocsuBorrower agrees to pay all cost:
enforcement or collection incurred by the holderebé including, but limited to, reasonable legaddeand costs, whether or not any actic
proceeding is brought or any notice of default otiae of sale is given or filed for recording tof@mce the provisions hereof, or of any |
agreement or other instrument evidencing, secwirgertaining to the indebtedness evidenced hereby.

12. Indemnification.Borrower hereby agrees to indemnify, defend, arld hender harmless against and from any loss, tasility
or expense (including, but not limited to, consuita fees and expenses and attorneys' fees andhs@g)eincurred in connection w
Borrower's failure to perform such contracts or atgion taken by Lender excluding, however, anyhsloss, cost, expense or liabi
attributable to the gross negligence of Lender.r@mer represents and warrants to Lender that tipg ob any contract furnished or to
furnished to Lender is and shall be a true and ¢etmgopy thereof, that the copies of the plangatents delivered to Lender are and she
true and complete copies, that there have beenadifications thereof which are not fully set foiththe copies delivered, and that Borrow
interest therein is not subject to any claim, getafencumbrance.
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13. PrepaymentBorrower shall be entitled to prepay this Instrumi@nwhole or in part at any time and from timetitme withou
premium or penalty provided that any prepaymentl dleapplied first to the payment of accrued iagtrand next to the payment of
remaining principal



14. Severable ProvisionEvery Provision of this Instrument is intended todeverable. If any term or provision hereof islaied by
a court of competent jurisdiction to be illegal,vétid or unenforceable for any reason whatsoevach sillegality, invalidity, o
unenforceability shall not affect the balance oé terms and provisions hereof, which terms and ipimns shall remain binding a
enforceable.

15. Applicable LawThis Instrument shall be governed by and constmi@tcordance with the laws of the State of Nevada.

16. Mandatory Arbitration . Any controversy or claim between or among the partiereto including but not limited to those ag
out of or relating to this Agreement or any relaéggeements or instruments, including any clainetas or arising from an alleged tort, s
be determined by binding arbitration in accordanith the Federal Arbitration Act (or if not applidle, the applicable state law) conducte
Las Vegas, Nevada.

17._Successors and Assignghis Agreement shall be binding upon Borrower, &uatrower's heirs, devisees, representat
successors and assigns, and shall inure to thdithehé&ender and its successors and assigns; geayihowever, that Borrower shall
assign, transfer or encumber its rights or oblayetiunder any Loan Document, or any proceeds of tla@, or its interest in the Prope
without the prior written consent of Lender

[Balance of this page intentionally left blank]
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18. Relationship. Borrower and Lender intend hereby to establish riflationship to debtor and creditor. Nothing coméai herein ¢
elsewhere is the Loan Agreement, and its accompgngkhibits, shall be construed to create betweemoBier and Lender any otl
relationship including, without limitation, that @int venture, equity venture, partnership or ottedationship.

BORROWER:

Cyberlux Corporatiol
By: Don Evans, Preside
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Exhibit ¢

Description of Collateral
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Debtor grants Lender, pursuant to teedda Uniform Commercial Code, a present and coimgnsecurity interest in and to all of
Debtor's assets and personal property which malistesl on Debtor's balance sheet now, or at ang timthe future, collateral, goo



equipment, fixtures, building materials, boilersatarials, appliances, satellite dishes and systésiescommunications systems (includ
without limitation, equipment, facilities and de&g), carpeting, telephone systems, office equipraedtall other office furnishings, and
plumbing, heating, lighting, ventilating, aienditioning and sprinkler equipment, televisionsl éaelevision systems, audio and video sys
(including, without limitation, equipment, facikis and devices), computer systems and fixtures,aadyall present and future accou
general tangibles, instruments, inventory, docusand chattel paper, all returned, rejected orssgssed goods, the sale or lease of v
shall have given or shall give rise to an accourthattel paper, Debtor's books and records in ewesitmedia (paper, electronic or otherw
recorded or stored, with respect to any of thedoirg and all equipment and general intangiblesesgary or beneficial to retain, acc
and/or process the information contained in thasekb and records, now or hereafter affecting aatireyj to Debtor's business or any
thereof, leases (including equipment leases), raageeements, sales contracts, management contfeatehise and related agreeme
construction contracts, architects contracts, teatiservices agreements, licenses and permitsjvadales, customer obligations, installrr
payment obligations and other obligations now @xjsor hereafter arising or created out of or immection with Debtor's business
acquired from others including, without limitingetlyenerality of the foregoing, wholesale and retales of merchandise or goods, sel
charges, and proceeds (if any) from business ugéon or other loss of income insurance, the Debtight, title and interest in all royalti
license fees and other income or proceeds derik@d frademarks, trademark applications, patentgnpapplications, the registratic
therefor (and any and all divisions, renewals aodtiouations thereof, and all Letters of Patenthaf Untied States which may be grai
thereon and all reissues and extensions theredfalnights of priority under International Contems and applications for Letters of Pa
which may hereafter be filed for said improvemantany country or countries foreign to the Unitedt8s and all extensions, renewals
reissues thereof), the goodwill of the businesstmlined by the same, now or hereafter filed, owonedicquired; contract rights, pla
specifications and other similar documents, deppsiéneral intangibles, accounts, investment ptgpehattel paper, documents, lette
credit rights and instruments, all escrow accoumtagreements, collection accounts or deposit atsoelating to Debtor's business t
maintained or to be established from time to time any and all certificates or instruments purctiasith funds deposited in such accoun
and all renewals of such instruments or certificati@d all replacements therefor, whether in thenfof certificates of deposit or ott
instruments, notes, securities or accounts (inofydivithout limitation, money market instrumentsiaccounts) and any other cash or non-
cash proceeds of the principal amount of any of filvegoing (including interest and dividends thenedogether with any and
appurtenances, renewals, replacements of, addtigrssibstitutions for, proceeds of, or articlesumstitution whether or not attached to
other property owned or used by Debtor in any mgraned all proceeds and products of any of Debfmtsonal property or assets, whe
or not a stated on this non-inclusive list of ctial.
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In addition to the foregoing, Debtos@prants Lender, pursuant to the Nevada Unifornmi@ercial Code and any applicable fedt
patent or trademark security rules or regulatienpresent and continuing security interest in anthé following specific trademark/pat
applications:

Provisional Application No. 60/156, 718 filed @9/00 by Wilderness Power & Light Company (Cyber@orporation) for the
"Electrochemical Portable Power Plant and Lighygtem"; and

Provisional Application No. 60/224, 783 filed 8/2000 by Cyberlux Corporation for the "Cyberlutidstate circuitry diode
navigation lights for small craft"; and

Provisional Application 60/283, 898 filed 4/160A0by Cyberlux Corporation for the "Cyberlux Stokmght"; and

Provisional Application - NEW - filed 6/29/200¥ i€yberlux Corporation for the "Cyberlux Wirelesddrim Lighting
System".

oo w »

In addition to the foregoing, Debtos@brants Lender, pursuant to the Nevada Uniformmi@ercial Code and any applicable fedt
security rules or regulations, a present and com@security interest in and to the following sf®of common stock of Cyberlux, to be t
in escrow in accordance with Exhibit D of the Losgreement:

Stockholder Number of Shares Stock Certificate Number
Donald F. Evan 875,00C 1001
David D. Downing 400,00C 1002
Julian W. King 25,000 1004
John W. Ringc 300,00C 1003
Alan H. Ninnemar 500,00C 1040
Michael E. Kelly 100,00C 1029
Scott W. Elliot 300,00C 1005
Research Econometrics, LL 750,00C 1016
Richard F. Lawrence, J 15,000 1034
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Exhibit d

Escrow Agreement
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Escrow Agreement

This Escrow Agreement (the "Agreemeig"gntered into this _ 22 day of October 2001 by and between Cyberlux Quaitpm, ¢
Nevada corporation (hereinafter referred to as t®®8p and Corporate Regulatory Services, LLC, aviia Limited Liability Compar
(hereinafter referred to as "CRS").

RECITALS

WHEREAS, Debtor has entered into a Loan Agreeméatven date herewith with OneCap, a Nevada corporgtLender”), wherek
certain assets of Debtor, a complete descriptiowto€h is contained at Exhibit C to the Loan Agrean(the "Collateral"), shall be held
escrow to secure the repayment of said loan; and

WHEREAS, Debtor desires to utilize C&Sthe Escrow Agent required under the terms oEtflae Agreement.
NOW, THEREFORE, Debtor and CRS herainga as follows:

1. Escrow of Collaterallhe Collateral shall be placed directly into thestody and control of CRS. CRS shall continue talfibk
Collateral in escrow until such time as Break ottvgs/ occurs, as defined in Paragraph 2 below. Ci8ea and acknowledges that
agreement and the escrow held by it pursuant teetimes of this agreement is in favor of Lender forcthe express benefit of Lender, ol
assigns, as described in the Loan Agreement.

2. Break of Escrow.The occurrence of any of the following events slala "break of escrow”, and CRS shall break esaz
indicated:

21 If CRS receives joint written notificatidrom Debtor and Lender that the obligations of the
Note have been satisfied in full, CRS shall retinan Collateral to Debtor.
2.2. If CRS receives notification from Lenddrefault, CRS shall, unless a court of competent

jurisdiction orders it otherwise, release the Qelial to Lender providing receipt of evider
reasonably satisfactory to CRS that Borrower hanhotified (if applicable, in accordance
with the Loan Agreement) and was given a rightueavhich Borrower failed to satisfy.

2.3 If CRS receives joint written notificatitrom Lender and Debtor that the Loan Agreement has
been otherwise terminated, CRS shall dispose ofCtitateral as directed in the joint written
instructions.

3. Duties of Escrow AgenExcept as provided in this Agreement and exceptBscrow Agent's willful misconduct or gre
negligence, Escrow Agent shall have no liabilityobligation with respect to the Escrow Account.i@scAgent's sole responsibility shall
for the safekeeping, and disbursement of the Eséroeount in accordance with the terms of this Agneat. Although right to ownership
shares will transfer per the terms of this Agreetnany or all "physical” transference or disbursatmaf Promotional Shares will be m¢
under the conditions and terms of the Promotiortedr& Escrow Agreement drafted per the request efAltkansas Securities Divisic
Escrow Agent shall have no implied duties or olilgzs and shall not be charged with knowledge dicecof any fact or circumstance
specifically set forth herein. Escrow Agent mayrepon any instrument, not only as to its due etenuvalidity and effectiveness, but a
as to the truth and accuracy of any informationtaioved therein, which Escrow Agent shall in gooithféelieve to be genuine, to have b
signed or presented by the person or parties ptimgao sign the same and to conform to the prowisiof this Agreement. In no event s
Escrow Agent be liable for incidental, indirectesfal, consequential or punitive damages. EscrownAghall not be obligated to take
legal action or commence any proceeding in conoratiith the Escrow Account, or to appear in, praseor defend any such legal actiol



proceedings. Escrow Agent may consult legal cousslielcted by it in the event of any dispute or jursas to the construction of any of
provisions hereof or of any other agreement otfluties hereunder, and shall incur no liabilitg ghall be fully protected from any liabil
whatsoever in acting in accordance with the opiraoinstruction of such counsel. Debtor shall prdynpay, upon demand, the reason
fees and expenses of any such counsel.
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4. IndemnificationFrom and at all times after the date of this EscAmweement, Debtor shall, to the fullest extentinited by lav
and to the extent provided herein, indemnify, défesend hold harmless Escrow Agent against any dnactions, claims (whether or r
valid), losses, damages, liabilities, costs andeagps of any kind or nature whatsoever (includivithout limitation, reasonable attorne
fees, costs and expenses) incurred by or assayadasa Escrow Agent from and after the date hemgbgther direct, indirect or consequen
as a result of or arising from or in any way relgtto any claim, demand, suit, action or proceediimguding any inquiry or investigation)
any person, whether threatened or initiated, dsgeg claim for any legal or equitable remedy aghimny person under any statute
regulation, including, but not limited to, any fedkor state securities laws, or under any comna@ndr equitable cause or otherwise, ari
from or in connection with the negotiation, prefiama, execution, performance or failure of perfonoe of this Agreement or any transact
contemplated herein, whether or not the Escrow Agem party to any such action, proceeding, suithe target of any such inquiry
investigation; provided, however, that the EscroweAt shall not have the right to be indemnifiedelnader for any liability finall
determined by a court of competent jurisdictionhjeat to no further appeal, to have resulted soledyn the gross negligence or will
misconduct of the Escrow Agent. If any such actortlaim which Escrow Agent is entitled to indenication hereunder shall be brough
asserted against the Escrow Agent, the Escrow Agjeait promptly notify Debtor in writing, and Debtshall assume the defense thel
including the employment of counsel and the paynoéatl expenses. The Escrow Agent shall, in ife sliscretion, have the right to emp
separate counsel in any such action and to paateim the defense thereof, and the fees and egparissuch counsel shall be paid by
Escrow Agent unless (i) Debtor agrees to pay swaes fand expenses, or (i) Debtor shall fail to emsthe defense of such actior
proceeding or shall fail, in the reasonable disonedf Escrow Agent, to employ counsel satisfactoryhe Escrow Agent in any such actiol
proceeding, or (iii) the named parties to any saction or proceeding (including any impleaded paitiinclude both Escrow Agent ¢
Debtor, and Escrow Agent shall have been advisecbbpsel that there may be one or more legal defeasgailable to it which are differt
from or additional to those available to Debtorl fich fees and expenses payable by Debtor pursudme foregoing sentence shall be |
from time to time as incurred, both in advancerd after the final disposition of such action aail. All of the foregoing losses, damay
costs and expenses of Escrow Agent shall be papgtbebtor upon demand by Escrow Agent. The olibgatof Debtor under this Sectio
shall survive any termination of this Agreement dhel resignation or removal of Escrow Agent. Noghaontained in this Section 4 s}
impair, limit, modify or affect the rights of theehder and Debtor, as between themselves.
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5. Resignation of Escrow Ageiiiscrow Agent may resign from the performance oflitSes hereunder at any time by giving tr
(30) days prior written notice to Debtor and Lend&uch resignation or removal shall take effectrugi@ appointment of a successor Es¢
Agent as provided herein. Upon any such noticeesfgnation or removal, Debtor and Lender mutualiglisagree upon and appoin
successor Escrow Agent hereunder, which shalldmranercial bank, trust company or other finangiatitution with a combined capital ¢
surplus in excess of $100,000,000, unless waivebtdyler. Upon the acceptance in writing of any ampoent as Escrow Agent hereun
by a successor Escrow Agent, such successor Esggmmt shall thereupon succeed to and become vegtedall the rights, power
privileges and duties of the retiring Escrow Agetd the retiring Escrow Agent shall be discharyenh its duties and obligations under -
Agreement, but shall not be discharged from anlilitg for actions taken as Escrow Agent hereungigor to such succession. After ¢
retiring Escrow Agent's resignation or removal, phevisions of this Agreement shall inure to itséfit as to any actions taken or omitte
be taken by it while it was Escrow Agent under #higeement.

6. ReceipBy its execution and delivery of this Agreementciiesy Agent acknowledges receipt of the Escrowedéthas listed ¢
Exhibit C to the Loan Agreement.

7. Payment of Escrow Feddpon execution of this Agreement, Debtor shall payCRS the sum of seven hundred fifty dol
($750.00) as fees for acting as Escrow Agent.

8. Amendment and ModificationSubject to applicable law, this Agreement mayabended, modified or supplemented only
written agreement signed by Debtor, Lender, and.CRS

9. Waiver of Compliance; Consents.

9.1 Any failure of any party to cpiy with any obligation, covenant, agreement ordition herein may be waived by the p:
entitled to the performance of such obligation,emant or agreement or who has the benefit of sonodition, but such waiver or failure
insist upon strict compliance with such obligationyenant, or agreement or condition will not opeies a waiver of, or estoppel with res
to, any subsequent or other failu



9.2 Whenever this Agreement requaepermits consent by or on behalf of any paereto, such consent will be given in a mai
consistent with the requirements for a waiver ahpbance as set forth above.
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10. Entire Agreemeniflhis Agreement contains the entire understandirtqvden and among the parties and supersedes am
understandings and agreements among them resp#atisgbject matter of this Agreement.

11. Agreement Bindindglhis Agreement shall be binding upon the heirs,cet@s, administrators, successors and assignie
parties hereto.

12. Attorneys' Feetn the event an arbitration, suit or action is lylouby any party under this Agreement to enforog @frits terms
or in any appeal therefrom, it is agreed that ttevailing party shall be entitled to reasonableragys fees to be fixed by the arbitrator,
court, and/or appellate court.

13. Computation of Timén computing any period of time pursuant to thiségment, the day of the act, event or default fremch
the designated period of time begins to run shalhisluded, unless it is a Saturday, Sunday ogal leoliday, in which event the period sl
begin to run on the next day that is not a Satur8ayday or legal holiday.

14. Governing LawTHIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF TH PARTIES HERETO SHALL B
GOVERNED, CONSTRUED AND ENFORCED IN ACCORDANCE WITHHE LAWS OF THE STATE OF NEVADA. THE PARTIE
AGREE THAT ANY LITIGATION RELATING DIRECTLY OR INDIRECTLY TO THIS AGREEMENT MUST BE BROUGHT BEFOF
AND DETERMINED BY A COURT OF COMPETENT JURISDICTIOW/ITHIN CLARK COUNTY, NEVADA.

15. Further ActionThe parties hereto shall execute and deliver atudwents, provide all information and take or forbfram all
such action as may be necessary or appropriatthtevee the purposes of the Agreement.

16. ConfidentialityThe parties shall keep this Agreement and its tezamgidential, but any party may make such disalesias
reasonably considers are required by law or negessabtain financing. In the event that the tast®ons contemplated by this Agreemen
not consummated for any reason whatsoever, théepdnereto agree not to disclose or use any contffaleinformation they may ha
concerning the affairs of other parties, exceptifid@rmation which is required by law to be dis@ds Confidential information includes, |
is not limited to, financial records, surveys, rgppplans, proposals, financial information, imf@tion relating to personnel contracts, s
ownership, liabilities and litigation.

17. Costs, Expenses and Legal Fa¥bkether or not the transactions contemplated heasbyconsummated, each party hereto
bear its own costs and expenses (including attafriegs).

18. Severabilityf any provision of this Agreement is held to blegial, invalid or unenforceable under present turilaws effectin
during the term hereof, such provision shall béfaéverable and this Agreement shall be constamneblenforced as if such illegal, invalic
unenforceable provision never comprised a partdipesd the remaining provisions hereof shall remaifull force and effect and shall i
be affected by the illegal, invalid or unenforceaplovision or by its severance herefrom. Furtheenm lieu of such illegal, invalid a
unenforceable provision, there shall be added aaticaily as part of this Agreement a provision asilar in nature in its terms to su
illegal, invalid or unenforceable provision as nieeypossible and be legal, valid and enforceable.
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19. Counterparts and Facsimile Signadst This Agreement may be executed in one or more eopatts, each of which shall
deemed an original, but all of which together stwlhstitute one and the same instrument. For pegpa$ this Agreement, facsim
signatures shall be treated as originals until dirole that applicable pages bearing riacsimile signatures are obtained from the rele
party or parties.

IN WITNESS WHEREOF, the parties hefleéwe set their hands this _ 22lay of October 2001.

Cyberlux Corporation, a Corporate Regulatory Services, LLC
Nevada Corporation ("Debtor” Nevada Limited Liability Company ("CRS



by:

by: :
Glen E. Greenfelder, Presidi

bonald Evans, Presider

Lender consent to terms of this agreeme

OneCap, a Nevada Corporatic

by:
Vincent Hesser, Presider
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Exhibit E

Warrant Certificate

33

CYBERLUX CORPORATION

INCORPORATED UNDER THE LAWS OF THE STATE OF NEVADA
WARRANT CERTIFICATE

This Warrant Certificate certifies that

OneCap

is the registered holder of

Five Hundred Thousand (500,000)

Warrants (the "Warrants") expiring digo 22, 2004, $0.001 par value per share, of CykeZbrporation, a Nevada corporation
"Company"). Each Warrant entitles the holder tochase from the Company on or after the date henasfon or before the close of busir
on October 22, 2004, one fully paid nonassessdideesof Common Stock $0.001 par value per shartheoCompany (the "Shares") at
exercise price (the "Exercise Price") of $0.001gtdg in lawful money of the United States of Amarigpon surrender of this Warr
Certificate and payment of the Exercise Price atdffice of the Company, or at such other placthasCompany may designate by notic
the Holder, but only subject to the conditionsfeeth herein.

Holder shall have the right to Exerdise Warrants upon the signing of this Agreememd, iiso doing, shall have the right to have
Warrant Shares registered with the Companies imégistration with the SEC.

Holder shall have the right to trangfer rights to purchase Warrants, and if so daéagh holder shall retain any and all rights gre
to Warrants



The Company has the right to call ia Yharrant prior to the Warrant's Expiration Datemghirty (30) days written notice to holdel
the warrant should the company obtain a "firm cotmmaint” underwriting agreement.

Reference is hereby made to the fupphevisions of this Warrant Certificate set forth the reverse hereof and such further provis
shall for all purposes have the same effect asgiduily set forth at this place.

WITNESS the facsimile seal of the Caogtimn and the facsimile signature of its duly auibed officers.

DATE: ___ October 22, 200

Donald Evans, Presiden John Ringo, Secreta

The Warrants evidenced by this Wari@attificate are part of a duly authorized issuéMdrrants expiring October 22, 2004
purchase shares of Common Stock, $0.001 par valushare of the Company.
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Warrants may be exercised to purch&seeS from the Company on or after the date henedfon or before October 22, 2004, a
Exercise Price set forth on the face hereof. THdemmf Warrants evidenced by this Warrant Cerificmay exercise them by surrende
the Warrant Certificate, with the form of electitmpurchase set forth herein properly completed eratuted, together with payment of
Exercise Price at the office of the Company. In #évent that upon any exercise of Warrants evidemzrdby the number of Warra
exercised shall be less than the total number ofr&ts evidenced hereby, there shall be issuebeidolder hereof or his assignee a
Warrant Certificate evidencing the number of Watsarot exercised.

Warrant Certificates, when surrendesedhe office of any, by the registered holder ¢oérin person or by legal representative
attorney duly authorized in writing may be exchahge the manner and subject to the limitations led in the Warrant Certificate
Warrant Certificates of like tenor evidencing ie thggregate a like number of the Warrants.

Upon due presentation for registratotransfer of this Warrant Certificate at the odfiof the Company, a new Warrant Certifical
Warrant Certificates of like tenor and evidencinghe aggregate a like number of Warrants shalsfeed to the transferee in exchangt
this Warrant Certificate without charge exceptday tax or other governmental charge imposed imection therewith.

The Company and the Company may deaintr@at the registered holder hereof as the alesawhner of this Warrant Certifice
(notwithstanding any notation of ownership or otiveiting thereon made by anyone) for the purposenyf exercise of conversion thereof
for all other purposes, and neither the Companytm®iCompany shall be affected by any notice tactmrary.

Exhibit k.

Working Capital Loans From Officers and Directors

WORKING CAPITAL LOANS
from
OFFICERS & DIRECTORS

12% Demand Notes
Balance as of September 30, 2001

Donald F. Evans

CYBERLUX CORPORATION



Promissory Note

Date07/10/00 9; 9; 9; $6,000.009; 9; 9;
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
Donald F. Evans
at 50 Orange Road, Pinehurst, NC 284

the sum of Six Thousand & No/100 Dollars, with inteest accrued thereon at 12% interest per annum, ODemand. This short-term
debt transaction is approved by the Directors of Clgerlux Corporation as evidenced by signature of theindersigned on this 26thday
of Junein the year 2000.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 01/10/01 $6,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
Donald F. Evans
at 50 Orange Road, Pinehurst\28370

the sum of Six Thousand & No/100 Dollars, with inteest accrued thereon at 12% interest per annum, ODemand. This short-term
debt transaction is approved by the Directors of Clerlux Corporation as evidenced by signature of thendersigned on this 10thday
of Janin the year 2001.

/s/ Donald F. Evans /s/ John W. Ringo
President Secretary

CYBERLUX CORPORATION
Promissory Note
Date 2/5/01 $3,500.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of

Donald F. Evans



at 50 Orange Road, Pinehurst\28370

the sum of Three Thousand Five Hundred & No/100 Dddrs, with interest accrued thereon at 12% interesper annum, On Demand.
This short-term debt transaction is approved by theDirectors of Cyberlux Corporation as evidenced bysignature of the undersigned
on this 5th day of FEB in the year 2001.

/s/ Donald F. Evans /s/ John W. Ringo
President Secretary

CYBERLUX CORPORATION

Promissory Note

Date 3/12/01 $2,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
Donald F. Evans
at 50 Orange Road, Pinehurst\28370

the sum of Two Thousand & No/100 Dollars, with inteest accrued thereon at 12% interest per annum, ODemand. This short-term
debt transaction is approved by the Directors of Clerlux Corporation as evidenced by signature of thendersigned on this 12thday
of March in the year 2001.

/s/ Donald F. Evans /s/ John W. Ringo
President Secretary

CYBERLUX CORPORATION

Promissory Note

Date 4/3/01 $15,000.0(
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
Donald F. Evans
at 50 Orange Road, Pinehurst\28370

the sum of Fifteen Thousand & No/100 Dollars, witlinterest accrued thereon at 12% interest per annum@n Demand. This short-
term debt transaction is approved by the Directorsof Cyberlux Corporation as evidenced by signature fathe undersigned on this 9th
day of April in the year 2001.

/s/ Donald F. Evans9; /s/ John W. Ringo




President Secretary

WORKING CAPITAL LOANS
from
OFFICERS & DIRECTORS

12% Demand Notes
Balance as of September 30, 2001

David D. Downing

CYBERLUX CORPORATION

Promissory Note

Date 3/19/01 9; 9; 9; $5,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of

David D. Downing

at 100 Country Meadow Drive, Métta, OH 45750

the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clgerlux Corporation as evidenced by signature of theindersigned on this 19thday
of March in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 3/27/01 $5,000.00

FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing

at 100 Country Meadow Drive, Métta, OH 45750



the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clerlux Corporation as evidenced by signature of thendersigned on this 27thday

of March in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 4/9/01 $10,000.0(
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, Métta, OH 45750
the sum of Ten Thousand & No/100 Dollars, with inteest accrued thereon at 12% interest per annum, ODemand. This short-term
debt transaction is approved by the Directors of Clgerlux Corporation as evidenced by signature of thendersigned on this 9thday of

April_in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 4/17/01 $5,000.0(
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, Marigt, OH 45750
the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clgerlux Corporation as evidenced by signature of theindersigned on this 17thday

of April in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer




CYBERLUX CORPORATION

Promissory Note

Date 4/17/01 $5,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, MariettaOH 45750

the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clerlux Corporation as evidenced by signature of thendersigned on this 19thday
of April in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 4/25/01 $5,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, Métta, OH 45750

the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clerlux Corporation as evidenced by signature of thendersigned on this 25thday
of April in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 5/16/01 $5,000.0(



FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, Métta, OH 45750

the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clgerlux Corporation as evidenced by signature of thendersigned on this 16thday
of May in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 5/22/01 $5,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, Métta, OH 45750

the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clerlux Corporation as evidenced by signature of thendersigned on this 22thday
of May in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 6/05/01 $3,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, Marietta, OH 45750

the sum of Three Thousand & No/100 Dollars, with iterest accrued thereon at 12% interest per annum, ® Demand. This short-term
debt transaction is approved by the Directors of Clerlux Corporation as evidenced by signature of thendersigned on this 5thday of
Junein the year 2001.

/s/ Donald F. Evans /s/ David D. Downing




President Treasurer

CYBERLUX CORPORATION

Promissory Note

Date 7/9//01 $4,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
David D. Downing
at 100 Country Meadow Drive, Métta, OH 45750

the sum of Four Thousand & No/100 Dollars, with inérest accrued thereon at 12% interest per annum, OBemand. This short-term
debt transaction is approved by the Directors of Clgerlux Corporation as evidenced by signature of thendersigned on this 11thday
of July in the year 2001.

/s/ Donald F. Evans /s/ David D. Downing
President Treasurer

WORKING CAPITAL LOANS
from
OFFICERS & DIRECTORS
12% Demand Notes
Balance as of September 30, 2001

Alan H. Ninneman

CYBERLUX CORPORATION

Promissory Note

Date 3/5/01 $4,500.0(
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
Alan H. Ninneman

at 17 Barberry Court, CorralesNM 80748



the sum of Four Thousand Five Hundred & No/100 Dadlrs, with interest accrued thereon at 12% interesper annum, On Demand.
This short-term debt transaction is approved by theDirectors of Cyberlux Corporation as evidenced bysignature of the undersigned
on this 5th day of March in the year 2001.

/s/ Donald F. Evans /s/ Alan H. Ninneman
President SeniorVice President

CYBERLUX CORPORATION

Promissory Note

Date 3/31/01 $745.0C
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
Alan H. Ninneman
at 17 Barberry Court, CorralesNM 80748

the sum of Seven Hundred Forty Five & No/100 Dollas, with interest accrued thereon at 12% interest peannum, On Demand. This
short-term debt transaction is approved by the Directorsof Cyberlux Corporation as evidenced by signature fathe undersigned on thi
31th day of March in the year 2001.

/s/ Donald F. Evans /s/ Alan H. Ninneman
President Senior Vice President

WORKING CAPITAL LOANS
from
OFFICERS AND DIRECTORS
12% Demand Notes
Balance as of September 30, 2001

Mike Kelly

CYBERLUX CORPORATION

Promissory Note with Stock Purchase Warrant Attachd



Date 6/15/00 $5,000.0¢
FOR VALUE RECEIVED Cyberlux Corporation promises to pay to the order of
Mike Kelly
at 6306 Ridgecrest Drive, LitlRock, AR 72205

the sum of Five Thousand & No/100 Dollars, with irgrest accrued thereon at 10% interest per annum, oar before July 31, 2000 and
recognizes entitlement of the bearer of this notejpon presentment of the attached warrant certificag¢ at the offices of the Company, t
an option (warrant) to purchase up to 25,000 sharesf Cyberlux common stock at 10/100 Dollars on ordfore July 31, 2001. This note
and warrant entitlement approved by the Directors & Cyberlux Corporation as evidenced by signature ofhe undersigned on thisl5th
day of Junein the year 2000.

/s/ Donald F. Evans /s/ Julian W. King
President Vice President

Exhibit I.

2001 Incentive Stock Option Plan

CYBERLUX CORPORATION
INCENTIVE STOCK OPTION PLAN

1. Purpose

The purpose of this Incentitec® Option Plan (the "Plan") is to secure for Qytwe Corporation (the "Corporation™) and its
stockholders the benefits which flow from providicgrporate officers and managerial employees vghincentive inherent in common stc
ownership. It is generally recognized that stockarpplans aid in retaining competent executives famnish a device to attract executives of
exceptional ability to the Corporation becausehefapportunity offered to acquire a proprietargiast in the business. The stock options
granted under the Plan are intended to qualifyesritive stock options within the meaning of IngdiRevenue Code Section 422.

2. Amount of Stock.

The total number of shares ofrtnon Stock to be subject to options granted aafter May 31, 2001 pursuant to the Plan shall
not exceed 600,000 shares of the Corporation's GomBtock of the par value of $.0001 each. Thid tuianber of shares shall be subject to
appropriate increase of decrease in the evenstifck dividend upon, or a subdivision, split-upgntanation or reclassification of, the shares
purchasable under such options. In the event {htadress granted under this Plan shall lapse with@ing exercised in whole or in part, other
options may be granted covering the shares nohpsexl under the lapsed options.

3. Stock Option Committee.

The Board of Directors shatlrfr time to time appoint a Stock Option Committde (tCommittee™) to serve under this Plan. The
Committee shall consist of three or more directors.

4. Eligibility and Participation.

Options may be granted purstaiite Plan to corporate officers and managengileyees. From time to time, the Committee
shall select the officers and managerial employe®hom options may be granted by the Board of @ies and shall determine the number
of shares to be covered by each option to be gtaRtgure as well as present officers and mandgariployees (including officers and
managerial employees who are directors but whaarenembers of the Committee) shall be eligiblpadicipate in the Plan. No option may
be granted under the Plan after May 31, 2010.




5. Option Agreement.

The terms and provisions ofia granted pursuant to the Plan shall be sét foran agreement, herein called Option
Agreement, between the Corporation and the emplmesving the same. The Option may be in such foiwhinconsistent with the terms of
this Plan, as shall be approved by the Board céddars.

6. Price.

The purchase price per shat@aiimon Stock purchasable under options grantegsupat to the Plan shall not be less than 85
percent of the fair market value at the time thgoms were granted. The purchase price per shaB@wimon Stock purchasable under opt
granted pursuant to this Plan to a person who anarge than 10 percent of the voting power of thepBaation's voting stock shall not be less
than 110 percent of the fair market value of sudres, at the time the options were granted.

For the purposes of the prezgdientence (a) the employee shall be consideredrisag the shares owned directly or indirectly
by or for himself, the stock which the employee maychase under outstanding options and the stwoled, directly or indirectly, by or for
his brothers and sisters (whether of the wholeadfriilood), spouse, ancestors, and lineal descésdaua (b) stock owned directly or
indirectly, by or for a corporation, partnershiptae, or trust shall be considered as being oywnegbrtionately by of for its shareholders,
partners or beneficiaries. For all purposes of Bém, the fair market value of the Common StocthefCorporation shall be determined in
good faith at the time of the grant of any optigndecision of the Stock Option Committee. In maksugh determination, the Stock Option
Committee shall not take into account the effedrf restrictions on the Common Stock other thatrictions which, by their terms, will
never lapse. The full purchase price of shareshased shall be paid upon exercise of the optionetpertain circumstances such purchase
price shall be subject to adjustment as referred &ection 10 of this Plan.

7. Option Period.

No option granted pursuantt® Plan shall be exercisable after the expiratfideroyears from the date the option is first geal
No option granted pursuant to the Plan to a peesaring more than 10 percent of the voting powethefCorporation's voting stock shall
exercisable after the expiration of five years fritra date the option is first granted. For the pags of the preceding sentence (a) the
employee shall be considered as owning the stocledwlirectly or indirectly by or for himself, theosk which the employee may purchase
under outstanding options and the stock owned tilrec indirectly, by or for his brothers or sissgwhether of the whole or half blood),
spouse, ancestors, and lineal descendants antb¢k)amvned directly or indirectly, by or for a comation, partnership, estate or trust shall be
considered as being owned proportionately by oitfoshareholders, partners, or beneficiaries. x¢pération date stated in the Option
Agreement is hereinafter called the Expiration Date

8. Termination of Employment.
The Option Agreement shall provide that

(a) |If prior to the Expii@t Date, the employee shall for any reason what@tber than (1) his authorized retirement as
defined in (b) below, or (2) his death, cease teing@loyed by the Corporation, any unexercised @omif the option granted shall
automatically terminate.

(b) If prior to the Expirah Date, the employee shall (1) retire upon ceraftaching the age which at the time of retirenient
established as the normal retirement age for ereplopf the Corporation or (2) with the written camisof the Corporation, retire prior to si
age on account of physical or mental disabilitycfstetirement pursuant to (1) or (2) being deentet"authorized retirement") any
unexercised portion of the option shall expirenaténd of three months after such authorized reérg, and during such three months' period
the employee may exercise all or any part of tle@ timexercised portion of the option; and

(c) If prior to the Expiiah Date, the employee shall die (at a time wherislam officer or employee of the Corporation or
within three months after his authorized retiremethie legal representatives of his estate or atéegor legatees shall have the privilege, for a
period of six months after his death, of exercisafigor any part of the then unexercised portiothef option.

Nothing in (b) or (c) shall ert the time for exercising any option granted pamns to the Plan beyond the Expiration Date.
9. Assignability.

The Option Agreement shall pdevthat the option granted thereby shall not Bedferable or assignable by the employee
otherwise than by will or laws of descent and distion and during the lifetime of the employeelkha exercisable only by hin



10. Adjustment in case of StockitSpBtock Dividends, etc.

The Option Agreement may camtaich provisions as the Board of Directors may@mpas equitable concerning the effect
upon the option granted thereby and upon the @esbr per unit option price, of (a) stock dividengbon, subdivisions, split-ups,
combinations or reclassifications of, the secwsiparchasable under the option. or (b) proposatsexe or consolidate the Corporation or to
sell all or substantially all of its assets, otitmidate or dissolve the Corporation.

11. Stock for Investment.

The Option Agreement shall pded that the employee shall upon each exercisepafit or all of the option granted represent
and warrant that his purchase of stock pursuastith option is for investment only, and not withiew of distribution involving a public
offering. At any time, the Board of Directors ottlEorporation may waive the requirement of sucho&ipion in any Option Agreement
entered into under any stock option plan of thepGation.

12.  Amendment of the Plan.

The Board of Directors of ther@@oration may from time to time alter, amend, smgbor discontinue the Plan and make rules for
its administration, except that the Board of Dioestshall not amend the Plan in any manner whichladvbave the effect of preventing optic
issued under the Plan from being "incentive stquions" as defined in Section 422 of the InternaV&ue Code of 1986.

13. Options Discretionary.

The granting of options undex Plan shall be entirely discretionary with thecBtOption Committee and nothing in the Plan
shall be deemed to give any officer or managergleyee the right to participate in the Plan oreceive options.

14. Limitations as to Amount.

No person to whom options aranted hereunder shall receive options, first dgable during any single calendar year, for
shares, the fair market value of which (determiaethe time of the grant of the options) exceed¥$100. Accordingly, no optionee shall be
entitled to exercise options in any single calerydsr, except to the extent first exercisable #vjmus calendar years, for shares of Common
Stock the value of which (determined at the timgraint of the options) exceeds $100,000.

WHEREFORE, this Plan has bggmraved by unanimous vote of the Board of Directbis 315'day of May, 2001.

___Is/ Donald F. Evan
Donald F. Evan
Chairmar

End of Filing
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