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U.S. SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10QSB
(Mark One)
Quarterly report under Section 13 ord) 5 the Securities Exchange Act of 1934 for tharterly period ended March 31, 2009.
O Transition report under Section 13 ofd) ®f the Securities Exchange Act of 1934

For the transition period from to

For the Period Ended March 31, 2009
Commission file number 000-33415

CYBERLUX CORPORATION
(Name of Small Business Issuer in Its Charter)

Nevads 91-204897¢
(State of Incorporatior (IRS Employer Identification No

4625 Creekstone Drive
Suite 130
Research Triangle Park
Durham, NC 27703
(Address of Principal Executive Offices)

(919) 474-9700
Issuer's Telephone Number

Indicate by check mark whether the issuer (1jfdé reports required to be filed by Section 136¢d) of the Securities Exchange Act of 1!
during the preceding 12 months (or for such shqrégiod that the registrant was required to filehsteports), and (2) has been subject to such
filing requirements for the past 90 days.

Yes N&d

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, n-accelerated filer, or a smaller repor
company.

Large accelerated Filed accelerated filerO nor-accelerated fileid Smaller reporting Comparlx]
Indicate by check mark whether the registrantsbel company (as defined in Rule 12b-2 of the Exgje Act).
Yes O N@&X]

Number of shares outstanding of the is’s Common Stock as of May 20, 2009: 999,955,532
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CYBERLUX CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:
Cash & cash equivalen
Accounts receivable, net of allowance for doubdittounts of $1,80
Inventories, net of allowance of $43,3
Other current assets

Total current asse
Property, plant and equipment, net of accumulaggetiation of $199,647 and $194,788, respecti

Other asset

Deposits

Patents and development costs, net of accumulatediaation and write off of $3,090,318 a
$3,043,756, respectively

Total other asse!

Total Assets

LIABILITIES AND DEFICIENCY IN STOCKHOLDERS' EQUITY
Current liabilities:

Cash overdrai

Accounts payabl

Accrued liabilities

Shor-term notes payab- related partie

Shor-term notes payab

Warrant payabli

Short-term convertible notes payable

Total current liabilities

Long-term liabilities:

Derivative liability relating to convertible debemes
Warrant liability relating to convertible debents
Total lon¢-term liabilities

Total liabilities

Commitments and Contingenci

Redeemable Series A convertible preferred stocki(0par value; 200 shares designated, 26.9806
issued and outstanding as of March 31, 2009 aneiker 31, 2008; liquidation preference of
$219,892 as of March 31, 2009 and December 31, 2008

DEFICIENCY IN STOCKHOLDERS' EQUITY

Class B convertible preferred stock, $0.001 pane/ad,650,000 shares designated; 4,650,00(
3,650,000 shares issued and outstanding as of Mr,c009 and December 31, 2008, respectivel
liguidation preference of $4,650,000 and $3,650,@300f March 31, 2009 and December 31, 200!
respectively

Class C convertible preferred stock, $0.001 pawnesal00,000 shares designated; 150,000 shareslis
and outstanding as of March 31, 2009 and Decenthe2(®8, liquidation preference of $4,034,374
and $3,992,333, as of March 31, 2009 and Decenbhe&t@®8, respectivel

Common stock, $0.001 par value, 950,000,000 slzartt®rized; 944,955,532 and 814,426,120 shar
issued and outstanding as of March 31, 2009 anéiker 31, 2008, respective

Additional paic-in capital

Accumulated deficit

Deficiency in stockholders' equi

Total liabilities and (deficiency) in stockholdeesgjuity

March 31, December 31
2009 2008
(unaudited
$ 25,08: $ 26C
37,717 249,92:
48,377 53,20:
81,43« 32,19¢
192,61( 335,58:
44,13: 48,99(
25,51: 25,51
884,65¢ 931,21°
910,16 956,72¢
$ 1,146,900 $ 1,341,30:
$ 57,08t $ 41,11
1,503,15! 1,239,14!
3,716,471 3,425,88!
427,44 402,82
12,10: 192,86!
805,76¢ 935,00(
4,879,63 4,645,20
11,401,67 10,882,03
29,423,23 24,384,58
271,03( 255,04:
29,694,26 24,639,62
41,095,93 35,521,66
134,90( 134,90(
4.,65( 3,65(
15C 15C
944 ,95¢ 814,42¢
17,394,43 17,277,23
(58,428,11) (52,410,72)
(40,083,93) (34,315,26)
$ 1,146,900 $ 1,341,30:




The accompanying notes are an integral part oktheadensed consolidated financial statem




CYBERLUX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three months ended
March 31,
2009 2008

REVENUE: $ 44.31¢  $ 186,83
Cost of goods sold (19,485 (104,567)

Gross margil 24,83: 82,27t
OPERATING EXPENSES
Depreciatior 4,85¢ 6,97¢
Research and developmt 79 152
General and administrative expen 573,26. 715,07¢
Total operating expens 578,20( 722,20¢
NET LOSS FROM OPERATION:! (553,36 (639,93)
Unrealized loss relating to adjustment of derivatand warrant liability to fair value of underlyisgcurities (5,054,641 (255,981
Interest expense, n (409,33() (796,64
Debt acquisition cost - (459,92)
Net loss before provision for income ta (6,017,33) (2,152,48)
Income taxes (benefi 60 -
LOSS AVAILABLE TO COMMON STOCKHOLDERS $ (6,017,39) $ (2,152,48)
Weighted average number of common shares outsigdisic and fully diluted 643,052,61 557,490,41
Loss per sha-basic and fully dilute $ (0.0)) $ (0.00)
Preferred dividend $ 24,000 $ 24,00(

The accompanying notes are an integral part oktheadensed consolidated financial statem




CYBERLUX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

(Unaudited)
Three months ended
March 31,
2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) available to common stockholi $ (6,017,39) $ (2,152,48)
Adjustments to reconcile net income (loss) to azstd in operating activitie
Depreciatior 4,85¢ 6,97¢
Amortization 46,56 131,47
Common stock issued in connection issuance of - 385,10¢
Common stock issued in connection for serviceserd - 2,30(
Series B preferred stock issued for services rextt 18,00( -
Beneficial conversion feature relating to conveetibebenturt - 184,73¢
Accretion of convertible notes payal 234,43( 454,92!
Unrealized (gain) loss on adjustment of derivatind warrant liability to fair value of underlyingaurities 5,054,641 255,98t
(Increase) decrease i
Accounts receivabl 31,44: 5,712
Inventories 4,82¢ 14,10¢
Prepaid expenses and other as (49,23¢) (9,77¢)
Increase (decrease) |
Cash overdral 15,97¢ (33,179
Accounts payabl 264,01: 117,71
Accrued liabilities 316,84: 222,78
Net cash (used in) operating activit (75,049 (413,61)
CASH FLOWS FROM INVESTING ACTIVITIES: - -
CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from issuance of convertible debes - 500,00(
Proceeds from sale of common st 75,25
Net proceeds (payments) from borrowing on long tbesis - (26,219
Net proceeds (payments) to notes payable, reladtts 24,62( 10,75¢
Net cash provided by (used in) financing actiit 99,87 484,54!
Net increase (decrease) in cash and cash equis 24,82: 484,54!
Cash and cash equivalents at beginning of period 26( 62€
Cash and cash equivalents at end of pe $ 25,08. $ 485,17:
Supplemental disclosure
Interest Paic $ - $ =
Income Taxes Pai $ 6C $ -
NON-CASH INVESTING AND FINANCING ACTIVITIES:
Unrealized (gain) loss in adjustment of derivativie warrant liability to fair value of underlyingaurities $ 5,054,64( $ 255,98t
Series B preferred stock issued for services rextt $ 18,000 $ -
Common stock issued for services rend¢ $ - $ 2,30(

The accompanying notes are an integral part oktheadensed consolidated financial statem




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES

General

The accompanying unaudited condensed financia@regts have been prepared in accordance with aieguominciples generally acceptec
the United States of America for interim finandiaformation and the instructions to Form @Q0-Accordingly, they do not include all of
information and footnotes required by generallyegted accounting principles for complete finanstatements.

In the opinion of management, all adjustments (isbing of normal recurring accruals) consideredassary for a fair presentation have t
included. Accordingly, the results from operatidosthe three month period ended March 31, 2008 nat necessarily indicative of the res
that may be expected for the year ended Decemhet(®B. The unaudited condensed financial statesygmduld be read in conjunction v
the December 31, 2008 financial statements anahées thereto included in the Company's Form 1@e year ended December 31, 2008.

Business and Basis of Presentation

Cyberlux Corporation (the "Company") is incorpothten May 17, 2000 under the laws of the State ofada. Until December 31, 2004,
Company was a development state enterprise asedefimder Statement on Financial Accounting Starsddd.7, Development Sta
Enterprises ("SFAS No.7"). The Company developsnufectures and markets lomgrm portable lighting products for commercial

industrial users. While the Company has generaednues from its sale of products, the Companyiftasred expenses, and sustained lo
Consequently, its operations are subject to alsrimherent in the establishment of a new busimgdsrprise. As of March 31, 2009,

Company has accumulated losses of $58,428,119.

The consolidated financial statements include tbeoants of its wholly owned subsidiaries, SPE Tebbgies, Inc. and Hybrid Lightir
Technologies, Inc. All significant intercompany &ates and transactions have been eliminated irolidaton.

Revenue Recognition

Revenues are recognized in the period that proda@sprovided. For revenue from product sales, Goenpany recognizes revenue
accordance with Staff Accounting Bulletin No. 1REVENUE RECOGNITION ("SAB104"), which supersedeafSAccounting Bulletin Nc
101, REVENUE RECOGNITION IN FINANCIAL STATEMENTS SAB101"). SAB 101 requires that four basic critemiast be met befo
revenue can be recognized: (1) persuasive evidehe@n arrangement exists; (2) delivery has occur(dyl the selling price is fixed a
determinable; and (4) collectability is reasonadgured. Determination of criteria (3) and (4) lzmsed on management's judgments rega
the fixed nature of the selling prices of the pradudelivered and the collectability of those antsuirovisions for discounts and rebate
customers, estimated returns and allowances, amt adjustments are provided for in the same petiedrelated sales are recorded.
Company defers any revenue for which the produsti@ been delivered or is subject to refund wuih time that the Company and
customer jointly determine that the product haslbadivered or no refund will be required. At Sepber 30, 2008 and December 31, 2007
Company did not have any deferred revenue.

SAB 104 incorporates Emerging Issues Task Forc2100EITF 00-21"),MULTIPLE DELIVERABLE REVENUE ARRANGEMENTS. EITI
00-21 addresses accounting for arrangements that nvayve the delivery or performance of multiple puots, services and/or rights to
assets. The effect of implementing EITF 00-21 en@ompany’s financial position and results of opfers was not significant.

Reclassification

Certain reclassifications have been made in piar’g financial statements to conform to classifteces used in the current year.




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )

Concentrations of Credit Risk

Financial instruments and related items which pidéy subject the Company to concentrations ofdireisk consist primarily of cash, ce
equivalents and trade receivables. The Companyeglias cash and temporary cash investments wittitajeality institutions. At times, su
investments may be in excess of the FDIC insuréinie The Company periodically reviews its tradeivables in determining its allowau
for doubtful accounts. At March 31, 2009 and Decen81, 2008, allowance for doubtful receivable $As03.

Stock based compensation

On December 16, 2004, the Financial Accounting d&edfls Board (FASB) issued FASB Statement No. 12@Rided 2004), Shamase!
Payment" which is a revision of FASB Statement N3, "Accounting for StoclBased Compensation”. Statement 123R supersede:
opinion No. 25, "Accounting for Stock Issued to Hayges", and amends FASB Statement No. 95, "StateofeCash Flows". Generally, 1
approach in Statement 123R is similar to the apprakescribed in Statement 123. However, Staten23R Yequires all shardeased paymer
to employees, including grants of employee stoctioop, to be recognized in the income statemenedas their fair values. Priorme
disclosure is no longer an alternative. This stat@ndoes not change the accounting guidance foe dfesed payment transactions with pa
other than employees provided in Statement of K@ ccounting Standards No. 123(R). This statenge®es not address the accounting
employee share ownership plans, which are sube@I€CPA Statement of Position 93-6, “Employeistcounting for Employee Sto
Ownership Plans.On April 14, 2005, the SEC amended the effectie @& the provisions of this statement. The effd#dthis amendment |
the SEC is that the Company had to comply witheBtaint 123R and use the Fair Value based methodcoluating no later than the fi
quarter of 2006. The Company implemented SFAS 28(R) on January 1, 2006 using the modified progeenethod. The fair value
each option grant issued after January 1, 2006 dessrmined as of grant date, utilizing the Bl&dholes option pricing model. T
amortization of each option grant will be over thenainder of the vesting period of each option gran

As more fully described in Note H, the Company ¢gdnstock options over the years to employees ®fGbmpany under a naqualifiec
employee stock option plan. As of March 31, 20(8432,307 stock options were outstanding and esaiotz.

In prior years, the Company applied the intrinside method prescribed in Accounting Principles mo&'APB”) Opinion No. 2t
“Accounting for Stock Issued to Employeey”account for the issuance of stock options toleyges and accordingly compensation exp
related to employeestock options were recognized in the prior yeaafitial statements to the extent options grantecusibck incentiv
plans had an exercise price less than the market wé the underlying common stock on the daterafy

Net Income (loss) Per Common Sh

The Company computes earnings per share undemtateof Financial Accounting Standards No. 128 riitegs Per Share" (“SFAS 128"
Net earnings (losses) per common share is comyytetividing net income (loss) by the weighted ageraumber of shares of common s!
and dilutive common stock equivalents outstandingng) the period. Dilutive common stock equivalentmsist of shares issuable u
conversion of convertible preferred shares andettercise of the Company's stock options and wasrésdiculated using the treasury st
method). During the three month periods ended M&dc2009 and 2008, common stock equivalents arearsidered in the calculation of
weighted average number of common shares outsighdicause they would be adtiutive, thereby decreasing the net loss per comaiare




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )

Patents

The Company acquired in December 2006, for $2,2M),and January 2007, for $1,387,000, patents mjuoction with the acquisitions
SPE Technologies, Inc and Hybrid Lighting Techn@sginc, respectively. The patents have an estidhaseful life of 7 years. According
the Company recorded an amortization charge tenuperiod earnings of $46,561 and $131,472 fothhee month periods ended March
2009 and 2008. Patents are comprised of the fatigwi

Accumulated amortizatic Net carrying value .

Description Cost and impairment March 31, 200¢
Development cost $ 293,75( $ 293,75( $ -0-
Patents 2,294,22. 1,409,56: 884,65t
Patents 1,387,001 1,387,001 -0-
Total $3,974,97- $ 3,090,31 $ 884,65t

During the year ended December 31, 2008, the Coynpemagement preformed an evaluation of its intalegassets (Patents) for purpose
determining the implied fair value of the asseta@juisition date(s). The tests indicated thatrdm®rded remaining book value of its pat
exceeded their fair value, as determined by disemlicash flows and accordingly recorded an impaitnobarge of $1,698,229 to curr
operations. Considerable management judgment isssacy to estimate the fair value. Accordinglyuakttesults could vary significantly frc
management’s estimates

Derivative Financial Instruments

The Company's derivative financial instruments &ingf embedded derivatives related to the 10% fecConvertible Debentures (see I
B). These embedded derivatives include certain emion features, variable interest features, cptioas and default provisions. 1
accounting treatment of derivative financial instents requires that the Company record the devestind related warrants at their fair va
as of the inception date of the Note Agreementani@ir value as of each subsequent balance shéet ld addition, under the provisions
EITF Issue No. 0@9, "Accounting for Derivative Financial Instrumsrihdexed to, and Potentially Settled in, a Com{sa@wn Stock," as
result of entering into the Notes, the Companyetpuired to classify all other na@mployee stock options and warrants as derivai@lities
and mark them to market at each reporting date. ghange in fair value inclusive of modificationstefms will be recorded as naperating
non<cash income or expense at each reporting datdelffdir value of the derivatives is higher at thisequent balance sheet date
Company will record a non-operating, noash charge. If the fair value of the derivativedower at the subsequent balance sheet dat
Company will record non-operating, non-cash inco@enversionrelated derivatives were valued using the intrims&thod and the warral
using the Black Scholes Option Pricing Model witle following assumptions: dividend yield of 0%; aahvolatility of 207%; and risk fre
interest rate from 0.57% to 1.15%. The derivatiaesclassified as long-term liabilities.

Registration rights

In with raising capital through the issuance of @ible Notes, the Company has issued convertieleentures and warrants in that t
registration rights with liquidated damages for timelerlying shares. As the contract must be setijethe delivery of registered shares ant
delivery of the registered shares is not controbgdhe Company, pursuant to EITF 00-18¢ctounting for Derivative Financial Instrume
Indexed to, and Potentially Settled in, a Compai@uen Stock”the net value of the of the underlying embeddedsdéve and warrants at t
date of issuance was recorded as liabilities orbilance sheet. Liquidated damages are estimattdamued as a liability at each repor
date. The Company has accrued an estimated $81&,%§68idation damages.




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )

Comprehensive Income (LosS)

The Company adopted Statement of Financial Accogriitandards No. 130; “Reporting Comprehensiverm@&oSFAS) No. 130 establist
standards for the reporting and displaying of cahpnsive income and its components. Comprehensaanie is defined as the chang
equity of a business during a period from transastiand other events and circumstances fromomarers sources. It includes all change
equity during a period except those resulting fromaestments by owners and distributions to own&BAS No. 130 requires ott

comprehensive income (loss) to include foreigneney translation adjustments and unrealized gaiddasses on available for sale securities.

Fair Value of Financial Instruments

SFAS No. 107, "Disclosures About Fair Value of Fiaial Instruments,” requires disclosure of the failue of certain financial instrumer
The carrying value of cash and cash equivalentspuatts payable and accrued liabilities, and stesrts borrowings, as reflected in

consolidated balance sheets, approximate fair vekeause of the shagrm maturity of these instruments. All other diigant financia
assets, financial liabilities and equity instrunsenf the Company are either recognized or disclasetie consolidated financial statem
together with other information relevant for makiagreasonable assessment of future cash flowsestteate risk and credit risk. Wh
practicable the fair values of financial assets fimancial liabilities have been determined andtidised; otherwise only available informat
pertinent to fair value has been disclosed.

Effective January 1, 2008, we adopted SFAS No. 1b@ir Value Measurements" ("SFAS No. 157") and SFXRo. 159, "The Fair Val
Option for Financial Assets and Financial Liabdi-Including an Amendment of FASB Statement No. 1ISFAS No. 159"), which perm
entities to choose to measure many financial insénits and certain other items at fair value. Neitighese statements had an impact ol
Company’s consolidated financial position, resafteperations or cash flows.

Property, plant and equipment

Property, plant and equipment are stated at cest &cumulated depreciation and impairment lod3epreciation is computed using
straight-line method over the estimated usefulsligbthe respective assets.

The estimated useful lives of property, plant agdigment are as follows:

Furniture and fixture Tyears

Office equipmen 3to 5 year:

Leasehold improvemen 5 years
Manufacturing equipme 3 years

We evaluate the carrying value of items of propeplgnt and equipment to be held and used wherexeamts or changes in circumstar
indicate that the carrying amount may not be rerble. The carrying value of an item of propertanp and equipment is considered impa
when the projected undiscounted future cash floslated to the asset are less than its carryingevalle measure impairment based or
amount by which the carrying value of the respectgset exceeds its fair value. Fair value is oeterd primarily using the projected fut
cash flows discounted at a rate commensurate héthisk involved.

Liquidity

As shown in the accompanying consolidated finansiatements, the Company incurred net loss fromatipas of $6,017,399 for the th
month period ended March 31, 2009. The Companyteculiabilities exceeded its current assets by, $019,061 as of March 31, 2009.




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )
N ew Accounting Pronouncements Effective January 1,009
SFASNo.161

In March 2008, the FASB issued SFAS No. 161, “Qisakes about Derivative Instruments and Hedgingviels—an amendment of FAS
Statement No. 133" (“SFAS No. 161")The new standard is intended to improve finan@gbrting about derivative instruments and hec
activities by requiring enhanced disclosures tobenanvestors to better understand their effectsanrentitys financial position, results
operations and cash flows. The new standard alpoowves transparency about how and why a compary desévative instruments and h
derivative instruments and related hedged itemsaaceunted for under Statement No. 133. It is &ffedfor financial statements issued
fiscal years and interim periods beginning aftev@&mber 15, 2008, with early application encourag'é. adopted SFAS No. 161 effect
January 1, 2009 and addressed the relevant disebaacordingly.

SFASNo. 160

In December 2007, the FASB issued SFAS No. 160n*slantrolling Interests in Consolidated Financitt&ments—an amendment of AR
No. 51" (“SFAS No. 160"). In SFAS No. 160, the FASB edislhed accounting and reporting standards thatiregquncontrolling interests 1
be reported as a component of equity, changeparents ownership interest while the parent retainsadtstilling interest to be accounted
as equity transactions, and any retained camtrolling equity investment upon the deconsol@abf a subsidiary to be initially measure:
fair value. SFAS No. 160 is effective for annuatipds beginning on or after December 15, 2008. detive application of SFAS No. 16(
prohibited. We adopted SFAS No. 160 effective Janta2009 and the adoption had no material eféecour financial position or results
operations.

EITF No. 07-1

In December 2007, the FASB issued EITF No. 07-1¢c@unting for Collaborative Arrangements” (“EITF N67-1"). EITF No. 071
prescribes the accounting for parties of a collatvee arrangement to present the results of aietd/for the party acting as the principal ¢
gross basis and report any payments received froaué to) other collaborators based on other afgpéc@AAP or, in the absence of ot
applicable GAAP, based on analogy to authoritatiweounting literature or a reasonable, rational, @nsistently applied accounting po
election. Further, EITF No. 07-1 clarified the deteation of whether transactions within a collattre arrangement are part of a vendor-
customer (or analogous) relationship subject tod9do. 01-9, “Accounting for Consideration Givendyendor to a Customer.” EITF No. 07-
1 is effective for collaborative arrangements st on January 1, 2009 and application is retospe. We adopted EITF No. (7 effective
January 1, 2009 and the adoption had no matefadtadn our financial position or results of operas.

EITF No. 07-5

In June 2008, the FASB ratified EITF No. 07-5, “Bretining Whether an Instrument (or Embedded Featsrindexed to an Entity’
Own Stock” (“EITF No. 07-5"). EITF No. 07-5 providethat an entity should use a two-step approadvétuate whether an equiliyked
financial instrument (or embedded feature) is ireto its own stock, including evaluating the instents contingent exercise and settlen
provisions. It also clarifies the impact of foreignrrency denominated strike prices and mabeested employee stock option valua
instruments on the evaluation. EITF No. 07-5 ieeife for fiscal years beginning after December2308. We adopted EITF No. ®&7-
effective January 1, 2009 and the adoption resutexlir warrants with anti-dilutive provisions bgire-evaluated in determining the fair va
in accordance with FASB Statement No. 133.

Recently I ssued Accounting Standards

In April 2009, the Financial Accounting StandardsaBd (“FASB”) issued the following new accountirtgredards:

FASB Staff Position FAS No. 157-Betermining Whether a Market Is Not Active and a Transaction Is Not Distressed, (“FSP FAS No. 157-4"
provides guidelines for making fair value measunetmenore consistent with the principles presente8FAS No. 157. FSP FAS No. 187-

provides additional authoritative guidance in dai@eing whether a market is active or inactive arttether a transaction is distressed.
applicable to all assets and liabilities (i.e.aficial and non-financial) and will require enhandestliosures.

10




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )
Recently I ssued Accounting Standards (continued)

FASB Staff Positions FAS No. 115-2, FAS 124-2, aBF No. 99-20-2,Recognition and Presentation of Other-Than-Temporary
Impairments, (“FSP FAS No. 115-2, FAS No. 124-2, and EITF B8:20-2") provides additional guidance to provide greateritglabout thi
credit and noncredit component of an other-tharptaary impairment event and to more effectively ommicate when an other-than-
temporary impairment event has occurred. This F§fes to debt securities

FASB Staff Position FAS No. 107-1 and APB No. 28+tterim Disclosures about Fair Value of Financial Instruments, (“FSP FAS No. 107-
and APB No. 28-1") amends FASB Statement No. T0%;losures about Fair Value of Financial Instruments, to require disclosures about
value of financial instruments in interim as wedlia annual financial statements. This FSP alsona@s)@PB Opinion No. 28nterim Financial
Reporting , to require those disclosures in all interim fio@h statements.

These standards are effective for periods enditgy d@une 15, 2009. We are evaluating the impadt ttrese standards will have on
consolidated financial statements.

Other recent accounting pronouncements issuedd¥AEB (including its Emerging Issues Task Forted, AICPA, and the SEC did not,
are not believed by management to, have a matensict on the Company’s present or future constdifinancial statements.

NOTE B-CONVERTIBLE DEBENTURES
Notes payable at March 31, 2009 and December 318:.

March 31, 200¢ December 31, 200
Gross Less: Gross Less:
Principal Unamortized Principal Unamortizec
Amount Discount Net Amount Discount Net

10% convertible note payable,
unsecured and due September, 20
accrued and unpaid interest due at
maturity; Note holder has the optiol
to convert note principal together w
accrued and unpaid interest to the
Companys common stock at a rate
$0.50 per share. The Company is i
violation of the loan covenan $ 2,50( - 9 2500 $ 2,50( - $ 2,50(

10% convertible note payable,
unsecured and due September, 20
accrued and unpaid interest due at
maturity; Note holder has the optiol
to convert note principal together w
accrued and unpaid interest to the
Companys common stock at a rate
$0.50 per share. The Company is i
violation of the loan covenan 25,00( - 25,00( 25,00( - 25,00(

10% convertible debenture, due thret
years from date of the note with
interest payable quarterly during th
life of the note. The note is
convertible into the Company’s
common stock at the lower of a)
$0.03 or b) 25% of the average of t
three lowest intraday trading prices
for the common stock on a princips
market for twenty days before, but
including, conversion date. The
Company granted the note holder ¢
security interest in substantially all



the Company’s assets and intellectuz
property and registration rights. Thi
Company is in violation of the loan
covenants (see belo $ 1,094,09. - $ 1,094,090 $ 1,094,09 $ - $ 1,094,09
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

March 31, 200¢ December 31, 200
Gross Less: Gross Less:

Principal Unamortized Principal Unamortized
Amount Discount Net Amount Discount Net

10% convertible debenture, due thre¢
years from date of the note with
interest payable quarterly during th
life of the note. The note is
convertible into the Company’s
common stock at the lower of a) $C
or b) 25% of the average of the thre
lowest intraday trading prices for th
common stock on a principal marke
for twenty days before, but not
including, conversion date. The
Company granted the note holder ¢
security interest in substantially all
the Company’s assets and intellect
property and registration rights. Th
Company is in violation of the loan
covenants (see belo $ 800,00 $ - $ 800,00 $ 800,00 $ - $ 800,00(

8% convertible debenture, due th
years from date of the note with
interest payable quarterly during th
life of the note. The note is
convertible into the Company’s
common stock at the lower of a)
$0.10 or b) 25% of the average of t
three lowest intraday trading prices
for the common stock on a principa
market for twenty days before, but
including, conversion date. The
Company granted the note holder ¢
security interest in substantially all
the Company’s assets and intellect
property and registration rights (set
below) 700,00( - 700,00( 700,00( - 700,00(

8% convertible debenture, due Marct
2009 with interest payable quarterl
during the life of the note. The note
convertible into the Company’s
common stock at the lower of a)$0.
or b) 25% of the average of the thre
lowest intraday trading prices for th
common stock on a principal marke
for twenty days before, but not
including, conversion date. The
Company granted the note holder ¢
security interest in substantially all
the Company’s assets and intellect
property and registration rights. (Se
below) 500,00( - 500,00( 500,00( 38,81 461,18

6% convertible debenture, due July
2009 with interest payable quarterl
during the life of the note. The note
convertible into the Compa’s



common stock at the lower of a)$0.1(
b) 25% of the average of the three
lowest intraday trading prices for th
common stock on a principal marke
for twenty days before, but not
including, conversion date. The
Company granted the note holder ¢
security interest in substantially all
the Company’s assets and intellect
property and registration rights. (Se
below) 500,00( 53,88: 446,11 500,00( 94,97 405,02:

6% convertible debenture, due
September 2009 with interest paya
quarterly during the life of the note.
The note is convertible into the
Company’s common stock at the
lower of a)$0.10 or b) 25% of the
average of the three lowest intrada
trading prices for the common stoc
on a principal market for twenty da
before, but not including, conversia
date. The Company granted the no
holder a security interest in
substantially all of the Company’s
assets and intellectual property anc
registration rights. (See belo $ 280,000 $ 4551¢ $ 234,48: $ 280,000 $ 68,563( $ 211,47(
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

March 31, 200¢ December 31, 200
Less: Gross Less:
Gross Principi  Unamortized Principal Unamortized
Amount Discount Net Amount Discount Net

6% convertible debenture, due
December 2009 with interest payal
quarterly during the life of the note.
The note is convertible into the
Company’s common stock at the
lower of a)$0.10 or b) 25% of the
average of the three lowest intrada
trading prices for the common stoc
on a principal market for twenty da'
before, but not including, conversic
date. The Company granted the na
holder a security interest in
substantially all of the Company’s
assets and intellectual property anc
registration rights. (See belo $ 600,000 $ 144,11 $ 455,89( $ 600,000 $ 193,42¢ $ 406,57!

8% convertible debenture, due April
2010 with interest payable quarterl'
during the life of the note. The note
convertible into the Company’s
common stock at the lower of a)$0
or b) 25% of the average of the thre
lowest intraday trading prices for th
common stock on a principal marke
for twenty days before, but not
including, conversion date. The
Company granted the note holder ¢
security interest in substantially all
the Company’s assets and intellect
property and registration rights. (Se
below) 400,00( 139,54 260,45’ 400,00( 172,42( 227,58(

8% convertible debenture, due May
2010 with interest payable quarterl'
during the life of the note. The note
convertible into the Company’s
common stock at the lower of a)$0
or b) 25% of the average of the thr
lowest intraday trading prices for th
common stock on a principal marke
for twenty days before, but not
including, conversion date. The
Company granted the note holder ¢
security interest in substantially all
the Company’s assets and intellect
property and registration rights. (Se
below) 150,00( 54,11( 95,89( 150,00( 66,42¢ 83,56:

8% convertible debenture, due June
2010 with interest payable quarterl
during the life of the note. The note
convertible into the Company’s
common stock at the lower of a)$0
or b) 25% of the average of the thr
lowest intraday trading prices for t



common stock on a principal market

twenty days before, but not includir

conversion date. The Company
granted the note holder a security
interest in substantially all of the
Company’s assets and intellectual

property and registration rights. (Se

below)

8% convertible debenture, due June

2010 with interest payable quarterl
during the life of the note. The note

convertible into the Company’s

common stock at the lower of a)$0
or b) 25% of the average of the thre
lowest intraday trading prices for th
common stock on a principal marke

for twenty days before, but not
including, conversion date. The

Company granted the note holder ¢

security interest in substantially all

the Company’s assets and intellect
property and registration rights. (Se

below)

$

150,00(

150,00(

$

58,35¢

62,32¢
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

March 31, 200¢ December 31, 200
Less: Gross Less:

Gross Principi  Unamortized Principal Unamortized
Amount Discount Net Amount Discount Net

8% convertible debenture, due July

2010 with interest payable quarterl'

during the life of the note. The note

convertible into the Company’s

common stock at the lower of a)$0

or b) 25% of the average of the thre

lowest intraday trading prices for th

common stock on a principal marke

for twenty days before, but not

including, conversion date. The

Company granted the note holder ¢

security interest in substantially all

the Company’s assets and intellect

property and registration rights. (Se

below) $ 150,00( $ 64,10¢ $ 85,89. $ 150,00( $ 76,43¢ $ 73,56
Total 5,501,59. 621,95¢ 4,879,63 5,501,59. 856,38 4,645,20
Less: current maturitie: 5,501,59 621,95¢ 4,879,63 5,501,59 856,38« 4,645,20
Long term portior $ -0- $ -0- $ 0- $ -0- $ -0 % -0-

The Company entered into a Securities Purchaseefiggat with four accredited investors on April 2802 for the issuance of an aggrega
$1,500,000 of convertible notes (“Convertible N&feend attached to the Convertible Notes was wartanpsirchase 25,000,000 shares o
Companys common stock. The Convertible Notes accrue iatere10% per annum, payable quarterly, and ardldee years from the date
the note. The note holder has the option to corasgytunpaid note principal to the Compangbmmon stock at a rate of the lower of a) $
or b) 25% of the average of the three lowest irdyalading prices for the common stock on a priakiparket for the 20 trading days befi
but not including, conversion date. The effectivieiest rate at the date of inception was 270.48&apnum.

As of March 31, 2009, the Company issued to investd the Convertible Notes a total amount of $@,800 in exchange for total proceed
$1,352,067. The proceeds that the Company receiezd net of prepaid interest of $72,933 represgritie first eight montls interest ar
related fees and costs of $75,000.

The Company's identified embedded derivatives edlad the Securities Purchase Agreement enterecbmtApril 23, 2005. These embed
derivatives included certain conversion featuremjable interest features, call options and defpudtvisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of theivdg¢ives and related warrants as of
inception date of the Securities Purchase Agreemgmd the proceeds amount and to fair value a&aol subsequent balance sheet date. ,
inception of the Securities Purchase Agreement,Gbmpany allocated $945,313 and $554,687 to theedddd derivatives and rela
warrants, respectively.

The Securities Purchase Agreement contains theaolh covenants:

« Requirement to pay principal and interest when
« Provide shares of the Compis common stock to the Holder(s) upon exercise byHblder(s
. Timely file a registration statement with the SE@ abtain effectiveness and maintain effectiveness

«  Maintain sufficient number of authorized sharegjesct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control

« Trading market limitation
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

The Company agreed to file a registration statematit the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to diwgseegistration statement to be declared effediivdater than 90 days after the date o
Securities Purchase Agreement. If the Registré@iatement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgagtigtretion, in an amount equal to
of the unpaid principal balance per month to thie @ which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registrator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the 2o has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggreggatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgthrthe delivery of written notice to the Company siych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdexraount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plus@gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fitf@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall atileely be known as the "DEFAULT SUM")or (ii) thgodrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediateteqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Pricdess the Default Event arises as a result akadh in respect of a specific Conver:
Date in which case such Conversion Date shall beQbnversion Date), multiplied by (b) the higheststhg Price for the Common Stc
during the period beginning on the date of firstuoecence of the Event of Default and ending one mtayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#tdether with all cos
including legal fees and expenses of collectionhéf Borrower fails to pay the Default Amount witHive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttearishares), to require the Borrower, upon writietice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStda¢he Borrower equal to the Default Amount diedtby the Conversion Price thet
effect.

For the three month periods ended March 31, 2002808, the Company amortized the debt discounthadyed to interest expense $ab€
$90,925, respectively.

The Company entered into a Securities Purchaseefigget with four accredited investors on October2®05 for the issuance of $800,00!
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purct&®000 shares of the Company’
common stock. The Convertible Note accrues inteaae40% per annum, payable quarterly, and are lohae tyears from the date of the n
The note holder has the option to convert any uhpate principal to the Comparsycommon stock at a rate of the lower of a) $0106) 5%
of the average of the three lowest intraday tragtiriges for the common stock on a principal marketthe 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 142.28% per annum

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $800,in exchange for total proceed:
$775,000. The proceeds that the Company receiveel met of related fees and costs of $25,000.

The Company's identified embedded derivatives edlab the Securities Purchase Agreement entereddnt October 24, 2005. The
embedded derivatives included certain conversi@tufes, variable interest features, call optiond dafault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative faiu@slof the derivatives and related warran
of the inception date of the Securities Purchasedment up to the proceeds amount and to fair \aduef each subsequent balance sheet
At the inception of the Securities Purchase Agregnmthe Company allocated $743,770 and $56,238dembedded derivatives and rel;
warrants, respectively.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)
The Securities Purchase Agreement contains theaolh covenants:

« Requirement to pay principal and interest when due
« Provide shares of the Company’s common stock tdtiider(s) upon exercise by the Holder(s)

« Timely file a registration statement with the SE@ @btain effectiveness and maintain effectivel

« Maintain sufficient number of authorized sharegjsct to Stockholder approval for full conversidraay remaining Securit
Purchase Agreeme

« Change of contrc
«  Trading market limitations

The Company agreed to file a registration statemetht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to diwgseegistration statement to be declared effediivdater than 90 days after the date o
Securities Purchase Agreement. If the Registré@iatement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgatigcretion, in an amount equal to
of the unpaid principal balance per month to thie @& which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registrator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the 2o has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at ttienogf the Holders of a majority of the aggregatacipal amount of the outstanding Nc
issued pursuant to the Purchase Agreement andgthrthe delivery of written notice to the Company siych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdexraount equal to the greater o
130% times the sum of (w) the then outstandingggpad amount of this Note plus (x) accrued and ichpaterest on the unpaid princi
amount of this Note to the date of payment plus@gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fit@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall atileely be known as the "DEFAULT SUM")or (ii) thgodrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediateteqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Pricdess the Default Event arises as a result akadh in respect of a specific Conver:
Date in which case such Conversion Date shall beQbnversion Date), multiplied by (b) the higheststhg Price for the Common Stc
during the period beginning on the date of firstuocence of the Event of Default and ending one &y to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#idether with all cos
including legal fees and expenses of collectionhéf Borrower fails to pay the Default Amount witHive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so It
and to the extent that there are sufficient auttearishares), to require the Borrower, upon writietice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStda¢he Borrower equal to the Default Amount diedtby the Conversion Price thet
effect.

For the three month periods ended March 31, 2002808, the Company amortized the debt discounthadyed to interest expense $ab€
$66,484, respectively.

The Company entered into a Securities Purchaseefgget with four accredited investors on December2P85 for the issuance of $700,!

of convertible notes (“Convertible Notes”) and altad to the Convertible Notes were warrants to lpase 700,000 shares of the Company’
common stock. The Convertible Note accrues intexe8% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté pancipal to the Company’common stock at a rate of the lower of a) $0118)®5% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 158.81% per annum

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $800,in exchange for total proceed:
$675,000. The proceeds that the Company receiveel met of related fees and costs of $25,000.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

The Company's identified embedded derivatives edldb the Securities Purchase Agreement enteredointDecember 28, 2005. Th
embedded derivatives included certain conversi@iufes, variable interest features, call optiond dafault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative faiuealof the derivatives and related warran
of the inception date of the Securities Purchaseedment up to the proceeds amount and to fair \esugf each subsequent balance sheet
At the inception of the Securities Purchase Agregnmibe Company allocated $655,921 and $44,078dcembedded derivatives and rel;
warrants, respectively.

The Securities Purchase Agreement contains thewilt covenants:

« Requirement to pay principal and interest when
« Provide shares of the Compi’s common stock to the Holder(s) upon exercise byHblder(s;
« Timely file a registration statement with the SE@ @btain effectiveness and maintain effectiveness

« Maintain sufficient number of authorized sharefjsct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control
«  Trading market limitation

The Company agreed to file a registration statemetht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to dhasesgistration statement to be declared effeativdater than 90 days after the date o
Securities Purchase Agreement. If the Registré@iatement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgagtigcretion, in an amount equal to
of the unpaid principal balance per month to the @& which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without regigtrator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the 2o has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggregatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgihrthe delivery of written notice to the Company &ych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdexraount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plus@gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fitf@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall odilely be known as the "DEFAULT SUM™)or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediatetgqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Prigdess the Default Event arises as a result okadh in respect of a specific Conver:
Date in which case such Conversion Date shall beQbnversion Date), multiplied by (b) the higheststhg Price for the Common Stc
during the period beginning on the date of firstuoeence of the Event of Default and ending one mtayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#iyether with all cos
including legal fees and expenses of collectionhéf Borrower fails to pay the Default Amount witHive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttearishares), to require the Borrower, upon writietice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStda¢he Borrower equal to the Default Amount diedtby the Conversion Price thet
effect.

For the three month periods ended March 31, 2002808, the Company amortized the debt discounthadyed to interest expense $ab¢
$58,174, respectively.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

The Company entered into a Securities Purchaseefiggat with four accredited investors on March 3IQ&for the issuance of $500,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli®600,000 shares of the Company’
common stock. The Convertible Note accrues intexe8% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté pancipal to the Company’common stock at a rate of the lower of a) $0118)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interas¢ at the date of inception was 11.01% per annum.

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $800,in exchange for total proceed:
$460,000. The proceeds that the Company receivee met of related fees and costs of $40,000.

The Company's identified embedded derivatives edl&b the Securities Purchase Agreement enteredimiMarch 31, 2006. These embec
derivatives included certain conversion featuremjable interest features, call options and defptdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of theivdg¢ives and related warrants as of
inception date of the Securities Purchase Agreemgmd the proceeds amount and to fair value a&aol subsequent balance sheet date. ,
inception of the Securities Purchase Agreement,Gbmpany allocated $136,612 and $363,388 to theedddd derivatives and rela
warrants, respectively.

The Securities Purchase Agreement contains thewilt covenants:

« Requirement to pay principal and interest when due
« Provide shares of the Company’s common stock tddtilder(s) upon exercise by the Holder(s)
« Timely file a registration statement with the SE@ @btain effectiveness and maintain effectivel

« Maintain sufficient number of authorized sharedjesct to Stockholder approval for full conversidraoy remaining Securit
Purchase Agreeme

« Change of control

«  Trading market limitations

The Company agreed to file a registration statemetht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants wiBidays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to dhasesgistration statement to be declared effeativdater than 90 days after the date o
Securities Purchase Agreement. If the Registrefimtement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgatigcretion, in an amount equal to
of the unpaid principal balance per month to the @& which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registyator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the izmwy has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggregatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgihrthe delivery of written notice to the Company &ych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dué payable and the Company shall pay to the Holdearaount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plus¥gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fitf@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall adilely be known as the "DEFAULT SUM™)or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesttrer of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediateteqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Prigdess the Default Event arises as a result okadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highesdsthg Price for the Common Stc
during the period beginning on the date of firstuoeence of the Event of Default and ending one mtayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#igether with all cos
including legal fees and expenses of collectiorthéf Borrower fails to pay the Default Amount wittfive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autlearishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStda¢he Borrower equal to the Default Amount diettby the Conversion Price thet



effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three month periods ended March 31, 20092808, the Company amortized the debt discountthadyed to interest expense $af¢
$41,553, respectively.

The Company entered into a Securities Purchaseefrggat with four accredited investors on July 28)&€or the issuance of $500,00C
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli&s@00,000 shares of the Company’
common stock. The Convertible Note accrues intexe6% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté pancipal to the Company’common stock at a rate of the lower of a) $0118)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interas¢ at the date of inception was 10.00% per annum.

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $800,in exchange for total proceed:
$490,000. The proceeds that the Company receivee met of related fees and costs of $10,000.

The Company's identified embedded derivatives edldab the Securities Purchase Agreement enterecomtuly 28, 2006. These embec
derivatives included certain conversion featuremjable interest features, call options and defptdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of theivdg¢ives and related warrants as of
inception date of the Securities Purchase Agreemend the proceeds amount and to fair value &aoli subsequent balance sheet date. ,
inception of the Securities Purchase Agreement,Gbmpany allocated $200,000 and $300,000 to theedddd derivatives and rela
warrants, respectively.

The Securities Purchase Agreement contains thewilt covenants:

« Requirement to pay principal and interest when due
« Provide shares of the Company’s common stock tddtilder(s) upon exercise by the Holder(s)

« Timely file a registration statement with the SE@ @btain effectiveness and maintain effectivel

« Maintain sufficient number of authorized sharefjsct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control

« Trading market limitations

The Company agreed to file a registration statemetht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to dhasesgistration statement to be declared effeativdater than 90 days after the date o
Securities Purchase Agreement. If the Registrefimtement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgagtigcretion, in an amount equal to
of the unpaid principal balance per month to the @& which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registyator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

As of March 31, 2009 and December 31, 2008, the izmwy has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggreggatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgihrthe delivery of written notice to the Company &ych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dué payable and the Company shall pay to the Holdearaount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi
amount of this Note to the date of payment plus¥gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fifem outstanding principal amount of the Note te tlate of payment plus the amol
referred to in clauses (x), (y) and (z) shall odilely be known as the "DEFAULT SUM™)or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesttrer of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediatehlegeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Prigdess the Default Event arises as a result okadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highesdsthg Price for the Common Stc
during the period beginning on the date of firstuocence of the Event of Default and ending one &y to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#iyether with all cos
including legal fees and expenses of collectiorthéf Borrower fails to pay the Default Amount wittfive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autlearishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStf¢he Borrower equal to the Default Amount dieitlby the Conversion Price thel
effect.

For the three month periods ended March 31, 2062808, the Company amortized the debt discounthadyed to interest expense $41,096
and $41,553, respectively.

The Company entered into a Securities Purchaseefigeat with four accredited investors on SeptembBe206 for the issuance of $280,

of convertible notes (“Convertible Notes”) and ettad to the Convertible Notes was warrants to @geli10,000,000 shares of the Company’
common stock. The Convertible Note accrues intexe6% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté pancipal to the Company’common stock at a rate of the lower of a) $0116)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfar 20 trading days before, but
including, conversion date. The effective interas¢ at the date of inception was 9.36% per annum.

As of March 31, 2009, the Company issued to inussbd the Convertible Notes a total amount of $280,in exchange for total proceed:
$259,858. The proceeds that the Company receivee met of related fees and costs of $20,142.

The Company's identified embedded derivatives edldb the Securities Purchase Agreement enteredointSeptember 26, 2006. Th
embedded derivatives included certain conversi@iufes, variable interest features, call optiond dafault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative faiuealof the derivatives and related warran
of the inception date of the Securities Purchaseedment up to the proceeds amount and to fair \esugf each subsequent balance sheet
At the inception of the Securities Purchase Agregntbe Company allocated $100,513 and $179,48fFe¢@mbedded derivatives and rel;
warrants, respectively.

The Securities Purchase Agreement contains thewolh covenants:

« Requirement to pay principal and interest when
« Provide shares of the Company’s common stock tdtiider(s) upon exercise by the Holder(s)
« Timely file a registration statement with the SE@ @btain effectiveness and maintain effectiveness

« Maintain sufficient number of authorized sharegjsct to Stockholder approval for full conversidraay remaining Securit
Purchase Agreeme

« Change of contrc

«  Trading market limitation
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

The Company agreed to file a registration statematit the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to diwgseegistration statement to be declared effediivdater than 90 days after the date o
Securities Purchase Agreement. If the Registré@iatement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgagtigtretion, in an amount equal to
of the unpaid principal balance per month to thie @ which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registrator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31 2008, the Gmmihas not maintained an effective registratiateshent and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggreggatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgthrthe delivery of written notice to the Company siych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdexraount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plus@gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fitf@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall atileely be known as the "DEFAULT SUM")or (ii) thgodrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediateteqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Pricdess the Default Event arises as a result akadh in respect of a specific Conver:
Date in which case such Conversion Date shall beQbnversion Date), multiplied by (b) the higheststhg Price for the Common Stc
during the period beginning on the date of firstuoecence of the Event of Default and ending one mtayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#tdether with all cos
including legal fees and expenses of collectionhéf Borrower fails to pay the Default Amount witHive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttearishares), to require the Borrower, upon writietice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStda¢he Borrower equal to the Default Amount diedtby the Conversion Price thet
effect.

For the three month periods ended March 31, 2002808, the Company amortized the debt discountchadyed to interest expense $23
and $23,269, respectively.

The Company entered into a Securities PurchaseefAggat with four accredited investors on December2R06 for the issuance of $600,!

of convertible notes (“Convertible Notes”) and altad to the Convertible Notes was warrants to @get20,000,000 shares of the Company’
common stock. The Convertible Note accrues intexe6% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté poncipal to the Company’common stock at a rate of the lower of a) $0116)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 15.00% per annum.

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $800,in exchange for total proceed:
$590,000. The proceeds that the Company receiveel met of related fees and costs of $10,000.

The Company's identified embedded derivatives edlab the Securities Purchase Agreement enteredointDecember 20, 2006. Th
embedded derivatives included certain conversi@tufes, variable interest features, call optiond dafault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative faiu@slof the derivatives and related warran
of the inception date of the Securities Purchasedment up to the proceeds amount and to fair \aduef each subsequent balance sheet
At the inception of the Securities Purchase Agregntbe Company allocated $360,000 and $240,0@be¢@mbedded derivatives and rel;
warrants, respectively.

The Securities Purchase Agreement contains thewilt covenants:
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

« Requirement to pay principal and interest when due
« Provide shares of the Company’s common stock tddtilder(s) upon exercise by the Holder(s)

« Timely file a registration statement with the SE@ abtain effectiveness and maintain effectivel

« Maintain sufficient number of authorized sharefjsct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control
«  Trading market limitations

The Company agreed to file a registration statemetht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to dhasesgistration statement to be declared effeativdater than 90 days after the date o
Securities Purchase Agreement. If the Registrefimtement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgatigcretion, in an amount equal to
of the unpaid principal balance per month to the @& which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registyator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the izmmy has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggregatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgihrthe delivery of written notice to the Company &ych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdexraount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plus¥gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fit@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall adilely be known as the "DEFAULT SUM™)or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesttrer of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediateteqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Prigdess the Default Event arises as a result gkadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highesdsthg Price for the Common Stc
during the period beginning on the date of firstuoecence of the Event of Default and ending one mt&yr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and payaiyether with all cos
including legal fees and expenses of collectionhéf Borrower fails to pay the Default Amount witHive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autlearishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStda¢he Borrower equal to the Default Amount diedtby the Conversion Price thet
effect.

For the three month periods ended March 31, 20022808, the Company amortized the debt discountchadyed to interest expense $49
and $49,863, respectively.

The Company entered into a Securities Purchaseefggat with four accredited investors on April 1802 for the issuance of $400,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli#5800,000 shares of the Company’
common stock. The Convertible Note accrues intexe8% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté poncipal to the Company’common stock at a rate of the lower of a) $0116)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfar 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 235.00% per annum

As of March 31, 2009, the Company issued to inusesbd the Convertible Notes a total amount of $800,in exchange for total proceed:
$360,000. The proceeds that the Company receiveel met of related fees and costs of $40,000.
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MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

The Company's identified embedded derivatives edl&é the Securities Purchase Agreement enterecmiApril 18, 2007. These embed
derivatives included certain conversion featuremjable interest features, call options and defpudivisions. The accounting treatmen
derivative financial instruments requires that @@mpany allocate the relative fair values of theivdgives and related warrants as of
inception date of the Securities Purchase Agreemend the proceeds amount and to fair value &aoli subsequent balance sheet date. ,
inception of the Securities Purchase AgreementCitrapany allocated $386,378 and $13,622 to the dddukderivatives and related warra
respectively.

The Securities Purchase Agreement contains thewilt covenants:

« Requirement to pay principal and interest when
« Provide shares of the Compi’s common stock to the Holder(s) upon exercise byHblder(s;
« Timely file a registration statement with the SE@ @btain effectiveness and maintain effectiveness

« Maintain sufficient number of authorized sharefjsct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control

«  Trading market limitation

The Company agreed to file a registration statement Wit SEC to affect the registration of the shafess common stock underlying t
Security Purchase Agreement and the warrants wifidays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to dhasesgistration statement to be declared effeativdater than 90 days after the date o
Securities Purchase Agreement. If the Registrefimtement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgattigtretion, in an amount equal to
of the unpaid principal balance per month to the @& which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registyator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the oy has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at ttienogf the Holders of a majority of the aggregatacipal amount of the outstanding Nc
issued pursuant to the Purchase Agreement andgihrthe delivery of written notice to the Company &ych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dué payable and the Company shall pay to the Holdearaount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plus¥gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fifem outstanding principal amount of the Note te tlate of payment plus the amol
referred to in clauses (x), (y) and (z) shall adilely be known as the "DEFAULT SUM™)or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesttrer of shares of Common Stock issuable upon esioreof or otherwise pursuant to s
Default Sum, treating the Trading Day immediatehlegeding the Mandatory Prepayment Date as the "€&@sion Date" for purposes
determining the lowest applicable Conversion Prigdess the Default Event arises as a result okadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highesdsthg Price for the Common Stc
during the period beginning on the date of firstuocence of the Event of Default and ending oneléayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and payaiyether with all cos
including legal fees and expenses of collectiorthéf Borrower fails to pay the Default Amount wittfive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autlearishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStfd¢he Borrower equal to the Default Amount dieitlby the Conversion Price thel
effect.

For the three month periods ended March 31, 2002808, the Company amortized the debt discountthadyed to interest expense $32
and $33,242, respectively.
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MARCH 31, 2009
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

The Company entered into a Securities Purchaseeftgget with four accredited investors on May 1, 2@@7the issuance of $150,000
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli&5800,000 shares of the Company’
common stock. The Convertible Note accrues intexe8% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté poncipal to the Company’common stock at a rate of the lower of a) $0116)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 80.83% per annum.

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $080,in exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edldab the Securities Purchase Agreement enteredomtMay 1, 2007. These embed
derivatives included certain conversion featuremjable interest features, call options and defpudivisions. The accounting treatmen
derivative financial instruments requires that @@mpany allocate the relative fair values of theivdgives and related warrants as of
inception date of the Securities Purchase Agreemgmd the proceeds amount and to fair value a&aol subsequent balance sheet date. ,
inception of the Securities Purchase AgreementCitrapany allocated $135,154 and $14,846 to the dddukderivatives and related warra
respectively.

The Securities Purchase Agreement contains theaolh covenants:

« Requirement to pay principal and interest when
« Provide shares of the Compis common stock to the Holder(s) upon exercise byHblder(s
. Timely file a registration statement with the SE@ @btain effectiveness and maintain effectiveness

«  Maintain sufficient number of authorized sharegjesct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control
«  Trading market limitation

The Company agreed to file a registration statematht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants wiBidays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to diwgseegistration statement to be declared effediivdater than 90 days after the date o
Securities Purchase Agreement. If the Registrefimtement is not filed and/or not declared effectig¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgattigtretion, in an amount equal to
of the unpaid principal balance per month to thie @& which the Registrable Securities (in the impirof counsel to the Initial Investors) n
be immediately sold to the public without registyator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the izmmy has not maintained an effective registrattatesent and therefore is in defaul
the Security Purchase agreement. As such, at ttienogf the Holders of a majority of the aggregatacipal amount of the outstanding Nc
issued pursuant to the Purchase Agreement andgthrthe delivery of written notice to the Company siych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dué payable and the Company shall pay to the Holdearaount equal to the greater o
130% times the sum of (w) the then outstandingggpad amount of this Note plus (x) accrued and uichpiaterest on the unpaid princi
amount of this Note to the date of payment plus¥gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fitem outstanding principal amount of the Note te tlate of payment plus the amol
referred to in clauses (x), (y) and (z) shall atileely be known as the "DEFAULT SUM")or (ii) thgodrity value" of the Default Sum to
prepaid, where parity value means (a) the highesttrer of shares of Common Stock issuable upon esioreof or otherwise pursuant to s
Default Sum, treating the Trading Day immediatehlegeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Pricdess the Default Event arises as a result akadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highesdsthg Price for the Common Stc
during the period beginning on the date of firstuocence of the Event of Default and ending onepléayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#idether with all cos
including legal fees and expenses of collectiorthéf Borrower fails to pay the Default Amount wittfive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so It
and to the extent that there are sufficient autlearishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of



Default Amount, the number of shares of Common IStfd¢he Borrower equal to the Default Amount dieitlby the Conversion Price thel
effect.
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NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three month periods ended March 31, 20022808, the Company amortized the debt discountchadyed to interest expense $12
and $12,466, respectively.

The Company entered into a Securities Purchaseefgget with four accredited investors on June 1,72@0 the issuance of $150,00C
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli&5800,000 shares of the Company’
common stock. The Convertible Note accrues intexe8% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté poncipal to the Company’common stock at a rate of the lower of a) $0116)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 91.87% per annum.

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $080,in exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edldab the Securities Purchase Agreement enteredomtlune 1, 2007. These embe
derivatives included certain conversion featuremjable interest features, call options and defpudivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of theivdg¢ives and related warrants as of
inception date of the Securities Purchase Agreemgmd the proceeds amount and to fair value a&aol subsequent balance sheet date. ,
inception of the Securities Purchase AgreementCitrapany allocated $136,938 and $13,062 to the dddukderivatives and related warra
respectively.

The Securities Purchase Agreement contains thewolh covenants:

« Requirement to pay principal and interest when
« Provide shares of the Compis common stock to the Holder(s) upon exercise byHblder(s
. Timely file a registration statement with the SE@ @btain effectiveness and maintain effectiveness

« Maintain sufficient number of authorized sharegjsct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control
o Trading market limitation

The Company agreed to file a registration statemetht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants wifidays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to dlwgseegistration statement to be declared effedivdater than 90 days after the date o
Securities Purchase Agreement. If the Registrefimtement is not filed and/or not declared effectig¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgattigtretion, in an amount equal to
of the unpaid principal balance per month to thie @& which the Registrable Securities (in the impirof counsel to the Initial Investors) n
be immediately sold to the public without registyator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.
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NOTE B-CONVERTIBLE DEBENTURES (continued)

As of March 31, 2009 and December 31, 2008, the 2o has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggregatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgthrthe delivery of written notice to the Company siych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdexraount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plusgfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fitf@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall adilely be known as the "DEFAULT SUM™)or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediateteqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Prigdess the Default Event arises as a result okadh in respect of a specific Conver:
Date in which case such Conversion Date shall beQbnversion Date), multiplied by (b) the higheststhg Price for the Common Stc
during the period beginning on the date of firstuoecence of the Event of Default and ending one mtayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#iyether with all cos
including legal fees and expenses of collectionhéf Borrower fails to pay the Default Amount witHive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttearishares), to require the Borrower, upon writietice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStdadhe Borrower equal to the Default Amount diedtlby the Conversion Price thet
effect.

For the three month periods ended March 31, 20028608, the Company amortized the debt discounthadyed to interest expense $12,239
and $12,466.

The Company entered into a Securities Purchaseefgrat with four accredited investors on June 30;72@r the issuance of $150,00C
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli#5800,000 shares of the Company’
common stock. The Convertible Note accrues intexe8% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté poncipal to the Company’common stock at a rate of the lower of a) $0116)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 85.51% per annum.

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $@80,in exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edlad the Securities Purchase Agreement enterecbimtiune 30, 2007. These embet
derivatives included certain conversion featuremjable interest features, call options and defpudivisions. The accounting treatmen
derivative financial instruments requires that @@mpany allocate the relative fair values of theivdgives and related warrants as of
inception date of the Securities Purchase Agreemgmd the proceeds amount and to fair value a&aol subsequent balance sheet date. ,
inception of the Securities Purchase AgreementCitrapany allocated $135,966 and $14,034 to the dddukderivatives and related warra
respectively.

The Securities Purchase Agreement contains thewolh covenants:

« Requirement to pay principal and interest when due
« Provide shares of the Compis common stock to the Holder(s) upon exercise byHblder(s
. Timely file a registration statement with the SE@ @btain effectiveness and maintain effectiveness

«  Maintain sufficient number of authorized sharegjesct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control

«  Trading market limitations
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NOTE B-CONVERTIBLE DEBENTURES (continued)

The Company agreed to file a registration statematit the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to diwgseegistration statement to be declared effediivdater than 90 days after the date o
Securities Purchase Agreement. If the Registré@iatement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgagtigtretion, in an amount equal to
of the unpaid principal balance per month to thie @ which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registrator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and December 31, 2008, the 2o has not maintained an effective registrattatement and therefore is in defaul
the Security Purchase agreement. As such, at tti@enogf the Holders of a majority of the aggreggatimcipal amount of the outstanding Nc¢
issued pursuant to the Purchase Agreement andgthrthe delivery of written notice to the Company siych Holders (the "DEFAUL
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdexraount equal to the greater o
130% times the sum of (w) the then outstandinggiped amount of this Note plus (x) accrued and ishpaterest on the unpaid princi|
amount of this Note to the date of payment plus@gfault Interest (at 15% per annum), if any, p{ms any amounts owed to the Hol
pursuant to the Registration Rights Agreement. fitf@® outstanding principal amount of the Note te tlate of payment plus the amoi
referred to in clauses (x), (y) and (z) shall atileely be known as the "DEFAULT SUM")or (ii) thgodrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant to s
Default Sum, treating the Trading Day immediateteqeding the Mandatory Prepayment Date as the "€@sion Date" for purposes
determining the lowest applicable Conversion Pricdess the Default Event arises as a result akadh in respect of a specific Conver:
Date in which case such Conversion Date shall beQbnversion Date), multiplied by (b) the higheststhg Price for the Common Stc
during the period beginning on the date of firstuoecence of the Event of Default and ending one mtayr to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payabhereunder shall immediately become due and pay#tdether with all cos
including legal fees and expenses of collectionhéf Borrower fails to pay the Default Amount witHive (5) business days of written no
that such amount is due and payable, then the Helul have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttearishares), to require the Borrower, upon writietice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStda¢he Borrower equal to the Default Amount diedtby the Conversion Price thet
effect.

For the three month periods ended March 31, 2002808, the Company amortized the debt discountchadyed to interest expense $12
and $12,466, respectively.

The Company entered into a Securities Purchaseefiggat with four accredited investors on July 13)72@or the issuance of $150,00C
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli&5800,000 shares of the Company’
common stock. The Convertible Note accrues intexe8% per annum, payable quarterly, and are dee tyears from the date of the note.
note holder has the option to convert any unpaté poncipal to the Company’common stock at a rate of the lower of a) $0116)®25% o
the average of the three lowest intraday tradirigeprfor the common stock on a principal markettfer 20 trading days before, but
including, conversion date. The effective interasé at the date of inception was 85.13% per annum.

As of March 31, 2009, the Company issued to invesbd the Convertible Notes a total amount of $080,in exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edldab the Securities Purchase Agreement enterecomtuly 13, 2007. These embec
derivatives included certain conversion featuremjable interest features, call options and defaudivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of theivdg¢ives and related warrants as of
inception date of the Securities Purchase Agreemgmd the proceeds amount and to fair value a&aol subsequent balance sheet date. ,
inception of the Securities Purchase AgreementCitrapany allocated $135,903 and $14,097 to the dddukderivatives and related warra
respectively.

The Securities Purchase Agreement contains thewilt covenants:
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NOTE B-CONVERTIBLE DEBENTURES (continued)

« Requirement to pay principal and interest when due
« Provide shares of the Company’s common stock tddtilder(s) upon exercise by the Holder(s)

« Timely file a registration statement with the SE@ abtain effectiveness and maintain effectivel

« Maintain sufficient number of authorized sharefjsct to Stockholder approval for full conversidraay remaining Security
Purchase Agreeme

« Change of control
«  Trading market limitations

The Company agreed to file a registration statemetht the SEC to affect the registration of therslsaof its common stock underlying
Security Purchase Agreement and the warrants w8f@idays from the date of receipt of written demahthe Investors. The Company ¢
agreed to use its reasonable best efforts to dhasesgistration statement to be declared effeativdater than 90 days after the date o
Securities Purchase Agreement. If the Registrefimtement is not filed and/or not declared effecti¢ described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Comgatigcretion, in an amount equal to
of the unpaid principal balance per month to the @& which the Registrable Securities (in the mpirof counsel to the Initial Investors) n
be immediately sold to the public without registyator restriction (including, without limitatioms to volume by each holder thereof) unde
1933 Act.

As of March 31, 2009 and 2008, the Company hasmahtained an effective registration statement thwedefore is in default of the Secu
Purchase agreement. As such, at the option of thidelrs of a majority of the aggregate principal amtoof the outstanding Notes iss
pursuant to the Purchase Agreement and throughetieery of written notice to the Company by sucbld¢rs (the "DEFAULT NOTICE"
the Notes shall become immediately due and payaidethe Company shall pay to the Holder an amogudleto the greater of (i) 130% tin
the sum of (w) the then outstanding principal amafrthis Note plus (x) accrued and unpaid intemsthe unpaid principal amount of 1
Note to the date of payment plus (y) Default Inter@t 15% per annum), if any, plus (z) any amounted to the Holder pursuant to
Registration Rights Agreement. The then outstangnntripal amount of the Note to the date of payhpns the amounts referred to in clat
(x), (y) and (2) shall collectively be known as tHREFAULT SUM")or (ii) the "parity value" of the Cfault Sum to be prepaid, where pa
value means (a) the highest number of shares ofn@ontock issuable upon conversion of or otherwigsuant to such Default Sum, trea
the Trading Day immediately preceding the Mandat®rgpayment Date as the "Conversion Date" for mepmf determining the low
applicable Conversion Price, unless the DefaultnEegises as a result of a breach in respect pkaific Conversion Date in which case s
Conversion Date shall be the Conversion Date), ipligtl by (b) the highest Closing Price for the Goan Stock during the period beginn
on the date of first occurrence of the Event of déif and ending one day prior to the Mandatory Byepent Date (the "DEFAUL
AMOUNT") and all other amounts payable hereundelsinmediately become due and payable, togethd#r all costs including legal fe
and expenses of collection. If the Borrower failgpay the Default Amount within five (5) businessyd of written notice that such amour
due and payable, then the Holder shall have th# agany time, so long as the Borrower remaindeifault (and so long and to the extent
there are sufficient authorized shares), to reqthieeBorrower, upon written notice, to immediat&gue, in lieu of the Default Amount,
number of shares of Common Stock of the Borrowerktp the Default Amount divided by the Conversinice then in effect.

For the three month periods ended March 31, 2002808, the Company amortized the debt discountchadyed to interest expense $12
and $12,466, respectively.

As of March 31, 2009, the Company has accrued $866n default provision liabilities and liquidatddmages relating to the above desci
Securities Purchase Agreements.

Although described as a warrant, the instrumentaeasidered a convertible debenture for accoungirgoses.

In accordance with EITF 9B; the Company recognized an imbedded beneficiaversion feature present in the convertible notee
Company allocated a portion of the proceeds egqudié intrinsic value of that feature to additiopaidin capital. The Company recogni:
and measured an aggregate of $184,736 of the mecesich is equal to the intrinsic value of thebedded beneficial conversion feature
additional paid in capital and a discount agaihst ¢onvertible note payable. The debt discounibatid to the beneficial conversion fea
charged to current period earnings as interestresepe
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NOTE B-CONVERTIBLE DEBENTURES (continued)

The accompanying financial statements comply wittrant requirements relating to warrants and eméedterivatives as described in F
133, EITF 98-5 and 00-27, and APB 14 as follows:

« The Company allocated the proceeds received beteerertible debt and detachable warrants based thgorelative fair marke
values on the dates the proceeds were receivedairhalues of the detachable warrants and theegiaidd derivatives were
determined under the Bla-Scholes option pricing formula and the intrinsicthuel, respectivel

« Subsequent to the initial recording, the increaselécease) in the fair value of the detachableamés, determined under the BI-
Scholes option pricing formula and the increased@mrease) in the intrinsic value of the embeddgtVdtives of the convertible
debentures are recorded as adjustments to thétiesat December 31, 2008 and 2007, respecti

« The expense relating to the increase (or decréase$ fair value of the Company’s stock reflectedhe change in the fair value of
the warrants and derivatives is included as otlesme item as a gain or loss arising from convierfipancing on the Company’s
balance shee

o Accreted principal of $4,879,637 and $4,645,20@fadarch 31, 2009 and December 31, 2008.
NOTE C — WARRANT PAYABLE

The Company completed an equity financing withGtorge Investments, LLC (SGI), an lllinois limitkability company, on March 21, 20
for $1,500,000. The equity financing is structuasda 25% discount to market Warrant transactiahghovides $500,000 in capital at clos
followed by four traunches of $250,000 each. E$250,000 traunch is staggered atd&g- intervals commencing in six months on Septe
22, 2008, which is the date that shares are sapalskiant to Rule 144 upon exercise of the Warrdihe Company issued 7,500,000 shar:
Common Stock to SGI in order to induce the SGIluochase the $1,500,000 Warrant. In addition, 6 3@3 additional shares ofCommor
Stock were issued as Performance Stock in the mdr8&I to remain in their original certificated forand remain in escrow with the law fi
of Anslow & Jaclin, LLP acting as escrow agent.&provision of the Warrant Purchase Agreement, ledged 35,736,700 shares ¢flédgt

Stock” to be held in escrow as a potential remedthé event of the occurrence of certain identifigigiger events”. On June 23, 2008, on
trigger event, the closing price of our stock, wealow the identified market price of $0.012 peargh triggering the release from escrow o
6,763,300 shares of Performance Stock and the 8503 shares of “Pledge StocKrhis trigger event, as defined in the Warrant Pase
Agreement, also increased the Warrant Account B 25 the balance, or $375,000, in exchange forefimination of the 25% discount
market. As of March 31, 2009 the remaining Wartadability balance was $805,768.

NOTE D-WARRANT LIABILITY
Total warrant liability as of March 31, 2009 anddember 31, 2008 is comprised of the following:

March 31, December 31

2009 2008
Fair value of warrants relating to convertible deiees $ 111,410 $ 105,09:
Fair value of other outstanding warra 159,61 149,95!
Total $ 271,03( $ 255,04

Warrants were valued at the date of inception amdeaich 31, 2009 and December 31, 2008 using thelBEcholes Option Pricing Model.

The assumptions used at December 31, 2008 andv2é@7as follows:

March 31, December 3:

2009 2008
Expected volatility 207% 362%
Expected dividend yiel -0-% -0-%
0.57%to 1.1 0.37% t«
Average risk free rat % 1.15%
131to5.5
Expected life (a 1.06 to 5.28 yi yrs

(2)The expected option life is based on contraapiration dates
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NOTE E - NOTE PAYABLE
Note payable as of March 31, 2009 and Decembe2@18, comprised of the followini

March 31, December 31
2009 2008

Note payable, 24% interest per annum; due in 98;dmcured by specific accounts receiva $ 12,10 $ 192,86!

NOTE F - NOTES AND CONVERTIBLE NOTES PAYABLE-RELATE D PARTY

Notes payab-related party is comprised of the following:

December 31 December 3]

2008 2008
Notes payable, 12% per annum; due on demand; uresk $ 137,71 $ 147,71
Notes payable, 10% per annum, due on demand; umesk 289,72¢ 255,10¢
427,44 402,82:
Less: current maturitie: (427,44)) (402,82))
Long term portion $ - $ -

NOTE G -STOCKHOLDER'S EQUITY

Series A- Convertible Preferred stock

The Company has also authorized 5,000,000 shafese@drred Stock, with a par value of $.001 peresha

On December 30, 2003, the Company filed a Certdicd Designation creating a Series A Convertiblef&red Stock classification for 2
shares.

The Series A Preferred stated conversion price. ¥ Per shares is subject to certain diltition provisions in the event the Company is:
shares of its common stock or common stock equitslbelow the stated conversion price. Changebdacbnversion price are charge:
operations and included in unrealized gain (loskgting to adjustment of derivative and warrantiligy to fair value of underlying securities.

In December, 2003, the Company issued 155 sharis Séries A Preferred stock, valued at $5,000spare. The stock has a stated valt
$5,000 per share and a conversion price of $0.18l@re and warrants to purchase an aggregates0d,600 shares of our common stock.

In May, 2004, the Company issued 15.861 sharetsdBéries A Preferred stock, valued at $5,000 pares The stock has a stated valu
$5,000 per share and a conversion price of $0.18@re and warrants to purchase an aggregaté@d, 000 shares of our common stock.

In the year ended December 31, 2004, 7 of the Sériereferred shareholders exercised the convergibhand exchanged 19 shares of Si
A Preferred for 950,000 shares of the Company'sneomstock.

In the year ended December 31, 2005, 20 of theeSé&iPreferred shareholders exercised the conwvergibt and exchanged 92 share
Series A Preferred for 4,600,000 shares of the @Garylp common stock.
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NOTE G -STOCKHOLDER'S EQUITY (continued)

Series A- Convertible Preferred stock (continued)

In the year ended December 31, 2006, 9 of the SériPreferred shareholders exercised the convergibh and exchanged 20.88 share
Series A Preferred for 1,019,032 shares of the @myis common stock

In the year ended December 31, 2008, 1 of the Sériereferred shareholders exercised the convergijbhand exchanged 2 shares of Si
A Preferred for 100,000 shares of the Company’srnomstock

The holders of the Series A Preferred shall haeeriht to vote, separately as a single class, @eating of the holders of the Serie
Preferred or by such holders' written consent @argtannual or special meeting of the stockholdétie Corporation on any of the followi
matters: (i) the creation, authorization, or issiganf any class or series of shares ranking orrigy paith or senior to the Series A Prefer
with respect to dividends or upon the liquidatidissolution, or winding up of the Corporation, diiflany agreement or other corporate ac
which would adversely affect the powers, rightspaferences of the holders of the Series A Prederr

The holders of record of the Series A Preferredl $igaentitled to receive cumulative dividendsta tate of twelve percent per annum (1
on the face value ($5,000 per share) when, if andezlared by the Board of Directors, if ever. dillidends, when paid, shall be payabl
cash, or at the option of the Company, in shargb@iCompanys common stock. Dividends on shares of the Seri®seferred that have r
been redeemed shall be payable quarterly in arredrsn, if and as declared by the Board of Dirextifrever, on a senannual basis. N
dividend or distribution other than a dividend dstdbution paid in Common Stock or in any othenipr stock shall be declared or paid ot
aside for payment on the Common Stock or on angrgtimior stock unless full cumulative dividendsalhoutstanding shares of the Serie
Preferred shall have been declared and paid. Tdieskends are not recorded until declared by then@any. As of the nine month period en
September 30, 2008, $0 in dividends was accumulated

Upon any liquidation, dissolution or winding up tife Corporation, whether voluntary or involuntagnd after payment of any ser
liguidation preferences of any series of Prefei$¢dck and before any distribution or payment is enadth respect to any Common Stc
holders of each share of the Series A Preferretl Bbaentitled to be paid an amount equal in theatgr of (a) the face value denomin:
thereon subject to adjustment for stock splitsclstdividends, reorganizations, reclassificationotiner similar events (the "Adjusted F
Value") plus, in the case of each share, an ameguil to all dividends accrued or declared but ithffeereon, computed to the date payr
thereof is made available, or (b) such amount paresof the Series A Preferred immediately priosdeh liquidation, dissolution or windi
up, or (c) the liquidation preference of $5,0000@0 share, and the holders of the Series A Prefatnall not be entitled to any further paym
such amount payable with respect to the SeriesefeRed being sometimes referred to as the "LigidddPayments.”

Because the Series A Shares include a redempturéethat is outside of the control of the Compang the stated conversion price is sul
to reset, the Company has classified the SeriebakeS outside of stockholders' equity in accordavite Emerging Issues Task Force ("EIT
Topic D-98, "Classification and Measurement of Redable Securities." In accordance with EITF Topi®®) the fair value at date of issua
was recorded outside of stockholdergquity in the accompanying balance sheet. Dividemdhe Series A Shares are reflected as a redua
net income (loss) attributable to common stockhmside

In connection with the issuance of the Series AdPred and related warrants, the holders were gdaogrtain registration rights in which
Company agreed to timely file a registration staeto register the common shares and the shadeslyimg the warrants, obtain effectiver
of the registration statement by the SEC withinetydive (95) days of December 31, 2003, and mainthidffectiveness of this registrat
statement for a preset time thereafter. In the etren Company fails to timely perform under theis&gtion rights agreement, the Comp
agrees to pay the holders of the Series A Prefdigediated damages in an amount equal to 1.5%efaggregate amount invested by
holders for each 3@ay period or pro rata for any portion thereof daling the date by which the registration statensfiguld have bet
effective. The initial registration statement widsd and declared effective by the SEC within theveed time , however the Company has
maintained the effectiveness of the registratiateshent to date. Accordingly, the Company issue8,88Y shares of common stock
liguidated damages on December 10, 2004. The Coynipas not been required to pay any further liq@dadamages in connection with
filing or on-going effectiveness of the registratistatement.

The Company was required to record a liability tiatato the detachable warrants as described in E2& EITF 98-5 and 0@7, and APB 1:
As such:
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NOTE G -STOCKHOLDER'S EQUITY (continued)

Series A- Convertible Preferred stock (continued)

Subsequent to the initial recording, the increadle fair value of the detachable warrants, meitged under the Black- Scholes
option pricing formula, are accrued as adjustmanthe liabilities at September 30, 2008 and Decar3li, 2007, respectivel

The expense relating to the increase in thevidire of the Company's stock reflected in the cbanghe fair value of the warrants
(noted above) is included as an other comprehetisdoene item of an unrealized gain or loss arigingh convertible financing on
the Company's balance she

The warrants expired unexercised in the year efidegmber 31, 2006.

Series B- Convertible Preferred stock

On February 19, 2004, the Company filed a Certifice# Designation creating a Series B Convertisefd?red Stock classification for 800,(
shares, increased subsequently to 3,650,000 in 28@4,650,000 in 2009.

In January, 2004, April 2007 and January 2009,Gbenpany issued 800,000, 2,850,000, and 1,000,08@shrespectively, of its Serie:
Preferred in lieu of certain accrued managemenicefees payable and notes payable including eéstepayable thereon. The shares o
Series B Preferred are non voting and convertétléghe option of the holder, into common share®0at0 per share per share. The shares i
were valued at $1.00 per share in 2004, $0.13 @Y 20hd $0.018 in 2009, which represented the firesof the common stock the shares
convertible into. In connection with the transantfithe Company recorded a beneficial conversionodist of $800,000 preferred dividen
relating to the issuance of the convertible pref@stock in 2004. None of the Series B Preferredestolders have exercised their convel
right and there are 4,650,000 shares of SerieefePed shares issued and outstanding at Marck(RB.

The holders of the Series B Preferred shall haeeritiht to vote, separately as a single class, meating of the holders of the Serie
Preferred or by such holders' written consent @ngtannual or special meeting of the stockholdétie Corporation on any of the followi
matters: (i) the creation, authorization, or issuganf any class or series of shares ranking orrity pgith or senior to the Series B Prefer
with respect to dividends or upon the liquidatidissolution, or winding up of the Corporation, giiflany agreement or other corporate ac
which would adversely affect the powers, rightspa@ferences of the holders of the Series B Prederr

The holders of record of the Series B Preferred $lgaentitled to receive cumulative dividendslae tate of twelve percent per annum (1
on the face value ($1.00 per share) when, if ardkatared by the Board of Directors, if ever. Allidends, when paid, shall be payable in ¢
or at the option of the Company, in shares of tben@anys common stock. Dividends on shares of the SeriBsdierred that have not b
redeemed shall be payable quarterly in arrearspwihand as declared by the Board of Directorgviér, on a semannual basis. No divide
or distribution other than a dividend or distrilmtipaid in Common Stock or in any other junior kteball be declared or paid or set asidt
payment on the Common Stock or on any other justiock unless full cumulative dividends on all ocatsting shares of the Series B Prefe
shall have been declared and paid. These divideredsot recorded until declared by the CompanyofASeptember 30, 2008 $1,201,00
dividends were accumulated.

Upon any liquidation, dissolution or winding up tife Corporation, whether voluntary or involuntagnd after payment of any ser
liguidation preferences of any series of Prefeis¢dck and before any distribution or payment is enadth respect to any Common Stc
holders of each share of the Series B Preferrell Isbantitled to be paid an amount equal in theatgr of (a) the face value denomin:
thereon subject to adjustment for stock splitsclstdividends, reorganizations, reclassificationotiner similar events (the "Adjusted F
Value") plus, in the case of each share, an ameguél to all dividends accrued or declared but ichfleereon, computed to the date payr
thereof is made available, or (b) such amount paresof the Series B Preferred immediately priosuoh liquidation, dissolution or windi
up, or (c) the liquidation preference of $1.00 pkare, and the holders of the Series B Preferrall sbt be entitled to any further paymi
such amount payable with respect to the SerieseBeRed being sometimes referred to as the "LidiadéPayments."

Series C- Convertible Preferred stock

On November 13, 2006, the Company filed a Certificaf Designation creating a Series C ConvertiblefdPred Stock classification
100,000 shares. Subsequently amended on Janua2@da to 700,000 shares.

In December 2006, the Company issued 100,000 sbéitsSeries C Preferred stotkconjunction with the acquisition of SPE Techrgiés
Inc. The shares of the Series C Preferred are ntingrand convertible, at the option of the holdletp common shares one year from issue
The number of common shares to be issued per Sedare is adjusted based on the average cloglmyibe of the previous ten days prio
the date of conversion based on divided into $2312@ shares issued were valued at $25.20 per shhieh represented the fair value of
common stock the shares are convertible into. Nuifrtbe Series C Preferred shareholders have egrertieir conversion right and there
150,000 shares of Series C Preferred shares issukdutstanding at March 31, 201



The holders of record of the Series C Preferred $eaentitled to receive cumulative dividends la¢ rate of five percent per annum (5
compounded quarterly, on the face value ($25.0Gpare) when, if and as declared by the Board mfdiirs, if ever. All dividends, when pe
shall be payable in cash, or at the option of tieenfany, in shares of the Compasmyommon stock. Dividends on shares of the Ser
Preferred that have not been redeemed shall beéblgagaarterly in arrears, when, if and as decldngdhe Board of Directors, if ever, at
time of conversion. These dividends are not reabrdetil declared by the Company. As of September ZID8 $-0-in dividends wer
accumulated.

Common stock

The Company has authorized 950,000,000 sharesmhom stock, with a par value of $.001 per shareofddarch 31, 2009 and December
2008, the Company has 944,955,532 and 814,426li#@sissued and outstanding, respectively.

In January 2008, holders converted 2 shares oépeaf stock -€lass A into 100,000 shares of common stock. Ehahesof preferred stock
convertible into 50,000 shares of common stock.

In January 2008, the Company issued 100,000 slodries common stock in exchange for services resdleThe Company valued the shi
issued at $2,300, which approximated the fair valutae shares issued during the periods the ssswiere rendered.

In February 2008, the Company issued 6,763,300esharits common stock as security in conjunctiotihwthe sale of a warrant (see Not
above). The Company valued the shares issued & &I® which approximated the fair value of thershassued at the date of issuance
charged current period earnings.

In February 2008, the Company issued 7,500,00@stafrits common stock in conjunction with the s#fl@ warrant (see Note B above).
Company valued the shares issued at $202,500, vegphoximated the fair value of the shares issudtieadate of issuance, and cha
current period earnings.

In June 2008, the Company issued 5,000,000 shériés @ommon stock in exchange for services rentlefdle Company valued the sh
issued at $70,000, which approximated the fairalithe shares issued during the periods thecarvirere rendered.

In July 2008, the Company issued 36,000,000 shafrés common stock in exchange for services resleThe Company valued the shi
issued at $356,400, which approximated the fauealf the shares issued during the periods thécesrwere rendered

In August 2008, the Company issued 35,736,700 shafriés common stock in exchange for penaltiesiirerl. The Company valued the sh
issued at $428,840, which approximated the fauealf the shares issued during the periods thécesrwere rendered

In August 2008, the Company issued 6,971,116 stari'ss common stock in exchange for accounts pleyabd other services. The Comp
valued the shares issued at $62,740, which appedguithe fair value of the shares issued duringénsds the services were rendered.

32




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2009
(Unaudited)

NOTE G -STOCKHOLDER'S EQUITY (continued)

Common stock (continued)

In September 2008, the Company issued 2,200,00@sslud its common stock in exchange for servicesleeed. The Company valued
shares issued at $14,520, which approximated thedlue of the shares issued during the periods#rvices were rendered.

In October 2008, the Company issued 10,000,00@stwrits common stock in exchange for servicedesrd. The Company valued the sh
issued at $29,000, which approximated the fairalithe shares issued during the periods thecgrvirere rendered.

In December 2008, the Company issued 25,500,00@ s its common stock in exchange for servicesleeed. The Company valued
shares issued at $33,200, which approximated thedlue of the shares issued during the periods#rvices were rendered.

NOTE H -STOCK OPTIONS AND WARRANTS

Class A Warrants

The following table summarizes the changes in wasrautstanding and related prices for the shdrfeedCompany’s common stock issued to
shareholders at March 31, 2009:

Warrants
Outstanding
Weighted Warrants
Average Exercisable
Remaining Weighted Weighted
Number Contractual Average Number Average
Exercise Prict Outstanding Life (years) Exercise price Exercisable Exercise Prict
$ 0.001 50,000,00 35z $ 0.001 50,000,00 0.001
0.0z 40,000,00 3.1¢ 0.0z 40,000,00 0.0z
0.0¢ 25,000,00 1.1c 0.0¢ 25,000,00 0.0¢
0.1C 900,00( .0.2¢ 0.1C 900,00( 0.1c
0.05¢ 49,760,44 3.1t 0.05¢ 49,760,44 0.05%(a)
165,660,44 165,660,44

(&) See terms of warrants issued be
Transactions involving the Company’s warrant isegsare summarized as follows:

Weighted Averag

Price
Number of Share Per Shar
Outstanding at December 31, 2( 175,960,44 $ 0.01¢
Granted - -
Exercisec - -
Canceled or expire (350,000 75
Outstanding at December 31, 2( 175,610,44 0.0z
Granted - -
Exercisec - -
Canceled or expired (9,950,001 0.0z
Outstanding at March 31, 201 165,660,44 0.0z
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NOTE H -STOCK OPTIONS AND WARRANTS

Employee Stock Options

The following table summarizes the changes in agtioutstanding and the related prices for the shafréhe Company's common stock iss
to employees of the Company under a non-qualifiredleyee stock option plan at March 31, 2009:

Options Outstandin Options Exercisabl

Weighted Averag Weighted Weighted

Remaining Average Average

Exercise Number Contractual Life Exercise Number Exercise

Prices Outstanding (Years) Price Exercisable Price

$ 0.212¢ 2,000,001 471 $ 0.212¢ 2,000,001 $ 0.212¢
0.212¢ 2,000,001 5.12 0.212¢ 2,000,001 0.212¢
0.027 20,500,00 7.62 0.027 20,500,00 0.02:
0.029¢ 4,000,001 6.1C 0.029¢ 4,000,001 0.029¢
0.04 14,430,00 7.32 0.0 14,430,00 0.0
0.1C 9,502,30° 5.21 0.1¢C 9,502,30° 0.1¢C

Transactions involving stock options issued to emgés are summarized as follows:

Weighted Averag
Number of Shar¢ Price Per Share

Outstanding at December 31, 2( 52,432,30 0.056:
Granted -

Exercisec - -
Canceled or expire - -
Outstanding at December 31, 2( 52,432,30 0.056:
Granted -

Exercisec - -
Canceled or expire - -
Outstanding at March 31, 201 52,432,30 $ 0.056:

The Company did not grant employee stock optiortbényear ended December 31, 2008 or the threelnpantod ended March 31, 2009.
NOTE | -RELATED PARTY TRANSACTIONS

From time to time, the Company's principal offichesre advanced funds to the Company for workingt@apurposes in the form of unsecu
promissory notes, accruing interest at 10% to 12¥apnum. As of March 31, 2009 and December 318 2@ balance due to the officers'
$427,443 and $402,823, respectively.

NOTE J -COMMITMENTS AND CONTINGENCIES

Consulting Agreements

The Company has consulting agreements with outsaieractors, certain of whom are also Company $tolckers. The Agreements
generally for a term of 12 months from inceptiord aenewable automatically from year to year unleisiser the Company or Consult
terminates such engagement by written notice.
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NOTE J -COMMITMENTS AND CONTINGENCIES (continued )

Operating Lease Commitments

The Company leases office space in Durham, NC gir gear lease expiring December 31, 2012, forrarualized rent payment of $88,020.
Additionally the Company leases warehouse spa@ronth to month basis for $550 per month. At M&th2009, schedule of the future
minimum lease payments is as follows:

2009 66,01¢
2010 88,02(
2011 88,02(
2012 88,02(
2013 -
Litigation

The Company is subject to other legal proceedimgscaims, which arise in the ordinary course sflitisiness. Although occasional adv
decisions or settlements may occur, the Compariguee that the final disposition of such mattersuith not have a material adverse effec
its consolidated financial position, results of i®ns or liquidity. There was no outstandingglitiion as of December 31, 2008.

NOTE K — FAIR VALUES

SFAS No. 157 defines fair value as the price thatildl be received from selling an asset or paidaondfer a liability in an orderly transact
between market participants at the measurement Wéten determining the fair value measurementsafisets and liabilities required
permitted to be recorded at fair value, the Compeaysiders the principal or most advantageous nharkevhich it would transact a
considers assumptions that market participants dvasé when pricing the asset or liability, suchinkrent risk, transfer restrictions, and
of nonperformance. SFAS No. 157 establishes aviaime hierarchy that requires an entity to maxinmize use of observable inputs
minimize the use of unobservable inputs when méaguair value. SFAS No. 157 establishes three Ifewé inputs that may be used
measure fair value:

Level 1 - Quoted prices in active markets for id=aitassets or liabilities.

Level 2 - Observable inputs other than Level 1 prices sucljueded prices for similar assets or liabilitiesioted prices in markets w
insufficient volume or infrequent transactions §lestive markets); or modderived valuations in which all significant inpwatee observable
can be derived principally from or corroborateddigervable market data for substantially the &t of the assets or liabilities.

Level 3 - Unobservable inputs to the valuation rodtiogy that are significant to the measuremeffitiofvalue of assets or liabilities.

To the extent that valuation is based on modelsmurts that are less observable or unobservalieeimarket, the determination of fair ve
requires more judgment. In certain cases, the fnpséd to measure fair value may fall into diffédenels of the fair value hierarchy. In si
cases, for disclosure purposes, the level in thievédue hierarchy within which the fair value meesment is disclosed is determined base
the lowest level input that is significant to ttaérfvalue measurement.

Items recorded or measured at fair value on a regubasis in the accompanying financial statementssisted of the following items as
March 31, 2009:
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NOTE K — FAIR VALUES (continued)
Quoted Price
in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Instruments Inputs Inputs
Total Level 1 Level 2 Level 3
Liabilities:
Derivative liability $ (29,423,23) $ (29,423,23)
Warrant payabli (805,76%) (805,769
Warrant liability (271,030) (271,030)
Total $ (30,500,03) $ (30,500,03)

With the exception of assets and liabilities in@ddvithin the scope of FSP FAS No. 157the Company adopted the provisions of SFAS
157 prospectively effective as of the beginning-idfcal 2008. For financial assets and liabiliiedluded within the scope of FSP FAS
1572, the Company will be required to adopt the priovis of SFAS No. 157 prospectively as of the beigiprof Fiscal 2009. The adoption
SFAS No. 157 did not have a material impact onfimancial position or results of operations, ane @ompany do not believe that the adog
of FSP FAS No. 157-2 will have a material impactoam financial position or results of operations.

NOTE L - BUSINESS CONCENTRATION

Sales to 3 major customers approximated $39,689%r of total sales for the three months ended Maigt2009 (3 major customers
approximated $185,368 or 98% of total sales forthinee months ended March 31, 2008).

Purchases from the Company's 3 major suppliersuated for 64% of total purchases for the three im@enhded March 31, 2009 (5 major
suppliers accounted for 81% of total purchaseshfiethree months ended March 31, 2008).

NOTE M- GOING CONCERN MATTERS

The accompanying statements have been preparedjoingconcern basis, which contemplates the r@#diz of assets and the satisfactio
liabilities in the normal course of business. A®wh in the accompanying consolidated financialestents, as of March 31, 2009,
Company incurred accumulated losses of $58,428 & Companys current liabilities exceeded its current assgt$11,209,061 as of Mar
31, 2009. These factors among others may inditatethe Company will be unable to continue as againcern for a reasonable perio
time.

The Company is actively pursuing additional eqfiitancing through discussions with investment baslend private investors. There cal
no assurance the Company will be successful iefitst to secure additional equity financing.

If operations and cash flows continue to improveotigh these efforts, management believes that th@p@ny can continue to oper:
However, no assurance can be given that managenaetibns will result in profitable operations be tresolution of its liquidity problems.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion contains forwalabking statements that are subject to significakts and uncertainties about us, our cu
and planned products, our current and proposedetiagkand sales, and our projected results of ¢ipesa There are several important fac
that could cause actual results to differ materilbm historical results and percentages and tesamticipated by the forwaildeking
statements. The Company has sought to identifyrtbst significant risks to its business, but carpretdict whether or to what extent any
such risks may be realized nor can there be anyasse that the Company has identified all posgilkes that might arise. Investors shc
carefully consider all of such risks before makarg investment decision with respect to the Compastgck. The following discussion &
analysis should be read in conjunction with thaficial statements of the Company and notes theFats.discussion should not be consti
to imply that the results discussed herein will ggsarily continue into the future, or that any dosion reached herein will necessarily
indicative of actual operating results in the fetuBuch discussion represents only the best prassassment from our Management.

Overview

We have been principally devoted to designing, igieg and marketing advanced lighting systems titifize white (and other) lig
emitting diodes as illumination elements.

We are developing and marketing new product apjtica of solidstate diodal illumination (TM) that demonstrate edd/alue ove
traditional lighting systems. Using proprietary teology, we are creating a family of products imighg portable illumination systems
military and Homeland Security, retail productsmeoercial task and accent lighting, emergency ardrig lighting. We believe our solid-
state lighting technology offers extended light lifjreater energy efficiency and greater overat effectiveness than other existing form
illumination. Our business model is to addresslénge lighting industry market segments with satdte lighting products and technolog
including our proprietary hybrid technology, thatludes military and Homeland Security applicatjodisect and indirect task and acc
lighting applications, indoor/outdoor downlightiagplications, commercial and residential lightipglécations..

For the military and Homeland Security portablariination system products, our target markets delall branches of the milite
and all government orgainzations providing homelsacurity services, such as border control andeigecurity. For our retail products,
target customers include the home improvement andwmer goods retailers. In the commercial marketsfask and accent lighting prodt
and emergency and security lighting products addtes lighting needs in restaurants, hotels, halspihursing homes, airports, shopj
centers and multiple family complexes; lotegm evacuation solutions for theaters, office gutblic buildings; reduced maintenance
solutions for property managers as applied to walkweorridor or landscape lighting unit.

On March 27, 2009, we announced today that the ag ihtroduced two new categories of outdoor comiakgrade lightin
products, the Outdoor Area Lighting and the OutdGwerhead Lighting, that will expand our producteohg to address large emerg
commercial opportunities. To capture these oppdias) we have incorporated the advanced capasilitif our militarygrade LED lightin
technology into a general purpose lighting prodire for existing Department of Defense (DoD), Fedlestate and local governments
commercial customers.

Our Outdoor Area Lighting (OAL) and the Outdoor @wead Lighting (OOL) products deliver the most egyeefficient white LEL
lighting for outdoor area illumination and outdawerhead illumination commercially available. Desd to provide ideal light dispersion i
illumination for outdoor areas, We have designed@AL and OOL configurations to flexibly illuminatmy outdoor area, including pathwe
walkways and parking lots, where DC solar poweAGrpower is available.

Our Outdoor Overhead Lighting is available for gahand solar street light and parking lot lighteygplications and has the follow
operational characteristics:

« Each OOL Lighthead illuminates a minimum 40’ x 4@id with directed light

« Performs for over 50,000 hours without a lightingneent replacemet

« System is more than 37% more energy efficiency @egbto traditional lighting
« Provides up to 3,000 lumens of illumination withw8tts of 12- 32 VDC powet
« Solar System Configuration: OOL Lighthead, Solanétd&ole Set and Batteries
« Up to 4 Lightheads per system (40, 80, 120, & 16ftsy

« Mounting hardware kit including DC control in antdoor rated box

Our Outdoor Area Lighting is designed as a mudte general lighting product for broad area lightid buildings, parking garag
outdoor easements and thruways and has the follpeperational characteristics:
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« Each OAL Lighthead illuminates a minimum’ x 2C" grid with directed ligh

« Performs for over 50,000 hours without a lightihgneent replacement

« System is more than 31% more energy efficiency @eibto traditional lightin
« System provides up to 4500 lumens of illuminaticonf 69 watts of power

« System operates on 120V / 69W

On March 31, 2009, we announced today that the &g ihtroduced two categories of outdoor lightingdarcts, Outdoor Are
Lighting and Outdoor Overhead Lighting, that wipand our product offerings to the Department ofebse (DoD) agencies and also adc
large emerging commercial opportunities. To captinese opportunities, we along with Sacred Powemp@ation, a leading provider
renewable energy solutions, have teamed to incatpdhe advanced capabilities of our lighting wBidicred Powes product line for existir
DoD, Federal government and commercial customess.h@le received an initial order from Sacred Pdieeboth the Overhead and A
lighting, which will be incorporated in the SacrBdwer solar solutions. Sacred Power, a Native Agaarowned and operated 8(a) certi
company, specializes in solar power solutions amyiges innovative renewable energy technologiethéoDepartment of Defense (Do
Federal government and commercial marketplace.

This joint initiative between Cyberlux and Sacredwlr is the next project under the scope of the paonies’ prime
contractor/subcontractor partnering agreementdbd-state lighting and solar power renewable energydppities. The first project the t
companies have delivered together is a portablar powered visible and covert LED security liglgtisystem for future deployment across
DoD agencies, which is now being tested and evadllay Sandia National Laboratories on behalf of@b®. The combination of solar pov
and advance lighting capabilities position both pamies as leaders in the Energy, Security and PSweaty market segments.

Results of Operations
Three months ended March 31, 2009 compared tdithe tmonths ended March 31, 2008
REVENUES
Revenues for the three months ended March 31, @08 $44,316 as compared to $186,839 for the sameddast year.

OPERATING EXPENSES

Operating expenses for the three months ended Mzkcl2009 were $578,200 as compared to $722,20héosame period enc
March 31, 2008. Included in the three months erdadch 31, 2009 were $1,386 in expenses for resefrdavelopment. This compares
$121,951 for the three months ended March 31, 2008.

We reported an unrealized loss for the changeimvidue or warrants and debt derivatives of $5,688as compared to a loss
$255,988 for the same period last year. Althoughctiange of $4,798,652 is unrelated to our opeyattivities, the decrease is included in
reported net loss.

As a result of limited capital resources and midinexenues from operations from its inception, veérelied on the issuance
equity securities to non-employees in exchangeséovices. Our management enters into equity congpiensagreements with na@mployee
if it is in our best interest under terms and ctinds consistent with the requirements of Finangiatounting Standards No. 123, Accoun
for Stock Based Compensation. In order to conservelimited operating capital resources, we anéit@gpcontinuing to compensate non-
employees for services during the next twelve mantihis policy may have a material effect on osubes of operations during the next twe
months.

Liquidity and Capital Resources

As of March 31, 2009, we had a working capital deff $$11,209,061. This compares to a workingitehpeficit of $10,546,454
of December 31, 2008. Accrued interest on notesipaywas $2,569,325 compared to accrued intere$2,d38,682 as December 31, 2!
Accounts payable as of March 31, 2009 were $1,58dnd compares to $1,239,145as compared to Dece3thb2008. As a result of ¢
operating losses for the three months ended Mat¢l2@09, we generated a cash flow deficit of $78,0dm operating activities. Cash flo
provided by investing activities was $0 for theethmonths ended March 31, 2009 Cash flows frorméiimg activities provided $99,871 fr(
the sale of stock and loans from related parties.

While we have raised capital to meet our workingited and financing needs in the past, addition@dricing is required in order
meet our current and projected cash flow deficiisnfoperations and development.

By adjusting our operations and development tol¢ivel of capitalization, we believe we have suffiti capital resources to m
projected cash flow deficits through the next tveeaonths. However, if thereafter, we are not swsfokd generating sufficient liquidity fro
operations or in raising sufficient capital res@as,con terms acceptable to us, this could haveterimsadverse effect on our business, resu



operations, liquidity and financial condition.
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Our independent certified public accountant hatedtén their report included in our December 310&0Form 10K that we hav
incurred operating losses in the last two years, that we are dependent upon management's aldlitlevelop profitable operations. Th
factors among others may raise substantial douhitadur ability to continue as a going concern.

April 2007 Stock Purchase Agreement

To obtain funding for our ongoing operations, wéeead into a Securities Purchase Agreement with doaredited investors on Ag
18, 2007, for the sale of (i) $400,000 in securedvertible notes, and (ii) warrants to purchas®@®,000 shares of our common stock.
investors purchased all of the secured conventibtes on April 18, 2007.

The proceeds received from the sale of the seatwadertible notes were used for business developmeémposes, working capi
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

The secured convertible notes bear interest atr8&tiire three years from the date of issuance, endanvertible into our comm
stock, at the investors' option, at the lower p$0.10 or (ii) 25% of the average of the threedstintraday trading prices for the common s
on the Over-The&sounter Bulletin Board for the 20 trading days befbut not including the conversion date. The fuihcipal amount of tt
secured convertible notes is due upon default utideterms of secured convertible notes. The wesrare exercisable until seven years |
the date of issuance at a purchase price of $G03kmre. In addition, the conversion price of ¢beured convertible notes and the exe
price of the warrants will be adjusted in the euat we issue common stock at a price below tkedficonversion price, below market pr
with the exception of any securities issued in emtion with the Securities Purchase Agreement. ddwversion price of the secu
convertible notes and the exercise price of theamis may be adjusted in certain circumstances asidhwe pay a stock dividend, subdivids
combine outstanding shares of common stock intceatgr or lesser number of shares, or take sudr attions as would otherwise resu
dilution of the selling stockholdes’position. As of the date of this filing, the cension price for the secured convertible debentares th
exercise price of the warrants have not been ajudthe selling stockholders have contractualleedrto restrict their ability to convert
exercise their warrants and receive shares of @unwon stock such that the number of shares of camstark held by them and their affilia
after such conversion or exercise does not exce®d 4f the then issued and outstanding sharesrfrmmn stock. In addition, we have grar
the investors a security interest in substantiallyf our assets and intellectual property andstegtion rights.

May 2007 Stock Purchase Agreement

To obtain funding for our ongoing operations, weéeeed into a Securities Purchase Agreement with &uoredited investors on M
1, 2007, for the sale of (i) $150,000 in securedveatible notes, and (ii) warrants to purchase @0,0800 shares of our common stock.
investors purchased all of the secured conventibtes on May 1, 2007.

The proceeds received from the sale of the sectwadertible notes were used for business developmemposes, working capi
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

The secured convertible notes bear interest atr8&ure three years from the date of issuance, endanvertible into our comm
stock, at the investors' option, at the lower p$0.10 or (ii) 25% of the average of the threedstintraday trading prices for the common s
on the Over-The&sounter Bulletin Board for the 20 trading days befbut not including the conversion date. The fuihcipal amount of tt
secured convertible notes is due upon default utigeterms of secured convertible notes. The wesrare exercisable until seven years 1
the date of issuance at a purchase price of $3=02lmre. In addition, the conversion price ofsbeured convertible notes and the exe
price of the warrants will be adjusted in the euat we issue common stock at a price below tkedficonversion price, below market pr
with the exception of any securities issued in emiion with the Securities Purchase Agreement. dtwversion price of the secu
convertible notes and the exercise price of theamis may be adjusted in certain circumstances asighwe pay a stock dividend, subdivid:
combine outstanding shares of common stock intceatgr or lesser number of shares, or take suar atitions as would otherwise resu
dilution of the selling stockholdes’position. As of the date of this filing, the cemnsion price for the secured convertible debentaresk th
exercise price of the warrants have not been ajudthe selling stockholders have contractualleedrto restrict their ability to convert
exercise their warrants and receive shares of @mnwon stock such that the number of shares of camstark held by them and their affilia
after such conversion or exercise does not excé¥d 4f the then issued and outstanding sharesrofrmmn stock. In addition, we have grar
the investors a security interest in substantiallyf our assets and intellectual property andstegtion rights.

We will still need additional investments in ordercontinue operations to cash flow break even.ithathl investments are bei
sought, but we cannot guarantee that we will be &blobtain such investments. Financing transastioay include the issuance of equit
debt securities, obtaining credit facilities, ohet financing mechanisms. However, the tradingepofour common stock and the downtur
the U.S. stock and debt markets could make it rddfieult to obtain financing through the issuanafeequity or debt securities. Even if we
able to raise the funds required, it is possib& the could incur unexpected costs and expensésy fzollect significant amounts owed to
or experience unexpected cash requirements thaldworce us to seek alternative financing. Furthiermve issue additional equity or di
securities, stockholders may experience additiditaion or the new equity securities may have tsglpreferences or privileges senior to ti
of existing holders of our common stock. If addit financing is not available or is not available acceptable terms, we will have to cu
our operations again.
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The proceeds received from the sale of the seatopdertible notes will be used for business devalept purposes, working cap
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

June 6, 2007 Stock Purchase Agreement

To obtain funding for our ongoing operations, wéeeed into a Securities Purchase Agreement with &uoredited investors on Ju
6, 2007, for the sale of (i) $150,000 in securedvestible notes, and (ii) warrants to purchase 0,000 shares of our common stock.
investors purchased all of the secured conventibtes on June 6, 2007.

The proceeds received from the sale of the seatwadertible notes were used for business developmemposes, working capi
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

The secured convertible notes bear interest atr8&ure three years from the date of issuance, endanvertible into our comm
stock, at the investors' option, at the lower p$0.10 or (ii) 25% of the average of the threedstintraday trading prices for the common s
on the Over-The&sounter Bulletin Board for the 20 trading days befbut not including the conversion date. The fuihcipal amount of tt
secured convertible notes is due upon default utigeterms of secured convertible notes. The wesrare exercisable until seven years 1
the date of issuance at a purchase price of $3=02lmre. In addition, the conversion price ofgsbeured convertible notes and the exe
price of the warrants will be adjusted in the euviat we issue common stock at a price below tkedficonversion price, below market pr
with the exception of any securities issued in emtion with the Securities Purchase Agreement. dtwversion price of the secu
convertible notes and the exercise price of theams may be adjusted in certain circumstances asighwe pay a stock dividend, subdivid:
combine outstanding shares of common stock intceatgr or lesser number of shares, or take sudr attions as would otherwise resu
dilution of the selling stockholdes’position. As of the date of this filing, the cemnsion price for the secured convertible debentaresk th
exercise price of the warrants have not been ajudthe selling stockholders have contractualleedrto restrict their ability to convert
exercise their warrants and receive shares of @mnwon stock such that the number of shares of camstark held by them and their affilia
after such conversion or exercise does not excé¥d 4f the then issued and outstanding sharesrofrmn stock. In addition, we have grar
the investors a security interest in substantiallyf our assets and intellectual property andstegtion rights.

We will still need additional investments in ordercontinue operations to cash flow break even.itkathl investments are bei
sought, but we cannot guarantee that we will be &blobtain such investments. Financing transastioay include the issuance of equit
debt securities, obtaining credit facilities, ohet financing mechanisms. However, the tradingepofour common stock and the downtur
the U.S. stock and debt markets could make it rddfieult to obtain financing through the issuanafeequity or debt securities. Even if we
able to raise the funds required, it is possibét the could incur unexpected costs and expensés) feollect significant amounts owed to
or experience unexpected cash requirements thaldworce us to seek alternative financing. Furthiermve issue additional equity or di
securities, stockholders may experience additiditaion or the new equity securities may have tsglpreferences or privileges senior to ti
of existing holders of our common stock. If additd financing is not available or is not available acceptable terms, we will have to cu
our operations again.

The proceeds received from the sale of the seatoadertible notes will be used for business devalept purposes, working cap
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

June 20, 2007 Stock Purchase Agreement

To obtain funding for our ongoing operations, wéeeed into a Securities Purchase Agreement with &aredited investors on Ju
20, 2007, for the sale of (i) $150,000 in securedvertible notes, and (ii) warrants to purchas®@0,000 shares of our common stock.
investors purchased all of the secured conventibtes on June 20, 2007.

The proceeds received from the sale of the seatwadertible notes were used for business developmemposes, working capi
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

The secured convertible notes bear interest atr8&ure three years from the date of issuance, endanvertible into our comm
stock, at the investors' option, at the lower p$0.10 or (ii) 25% of the average of the threedstintraday trading prices for the common s
on the Over-The&Sounter Bulletin Board for the 20 trading days efbut not including the conversion date. The fulhcipal amount of tt
secured convertible notes is due upon default utigeterms of secured convertible notes. The wesrare exercisable until seven years 1
the date of issuance at a purchase price of $3=02lmre. In addition, the conversion price ofsbeured convertible notes and the exe
price of the warrants will be adjusted in the eviat we issue common stock at a price below tkedficonversion price, below market pr
with the exception of any securities issued in emtion with the Securities Purchase Agreement. dtwversion price of the secu
convertible notes and the exercise price of theamis may be adjusted in certain circumstances asidhwe pay a stock dividend, subdivid
combine outstanding shares of common stock intceatgr or lesser number of shares, or take suadr atitions as would otherwise resu
dilution of the selling stockholdes’position. As of the date of this filing, the cemnsion price for the secured convertible debentaresk th:
exercise price of the warrants have not been ajudthe selling stockholders have contractuallyeadrto restrict their ability to convert
exercise their warrants and receive shares of @mnwon stock such that the number of shares of camstark held by them and their affilia
after such conversion or exercise does not excé®d 4f the then issued and outstanding sharesrofrmmn stock. In addition, we have grar
the investors a security interest in substantialllpf our assets and intellectual property andsteation rights.
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We will still need additional investments in ordercontinue operations to cash flow break even.iaithl investments are bei
sought, but we cannot guarantee that we will be &blobtain such investments. Financing transastioay include the issuance of equit
debt securities, obtaining credit facilities, ohet financing mechanisms. However, the tradingepatour common stock and the downtur
the U.S. stock and debt markets could make it mddfieult to obtain financing through the issuarmfeequity or debt securities. Even if we
able to raise the funds required, it is possibét the could incur unexpected costs and expensés) feollect significant amounts owed to
or experience unexpected cash requirements thaldworce us to seek alternative financing. Furthiemve issue additional equity or di
securities, stockholders may experience additiditation or the new equity securities may have tsglpreferences or privileges senior to tl
of existing holders of our common stock. If additi financing is not available or is not available acceptable terms, we will have to cu
our operations again.

The proceeds received from the sale of the seatopdertible notes will be used for business devalept purposes, working cap
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

Critical Accounting Policies

In February 2006, the FASB issued SFAS No. 13%cbunting for certain Hybrid Financial Instrumeratis amendment of FAS
Statements No. 133 and 14@f SFAS No. 155. SFAS No. 155 permits fair valumeasurement for any hybrid financial instrument
contains an embedded derivative that otherwise dvoedjuire bifurcation, clarifies which interest-pritrips and principabnly strips are n
subject to the requirements of Statement No. 138bdishes a requirement to evaluate interestequrgtized financial assets to iden
interests that are freestanding derivatives or #nathybrid financial instruments that contain ambedded derivative requiring bifurcati
clarifies that concentrations of credit risk in floem of subordination are not embedded derivatigasl amends SFAS No. 140 to eliminate
prohibition on a qualifying special purpose enfitgm holding a derivative financial instrument tiprtains to a beneficial interest other 1
another derivative financial instrument. SFAS 18%ffective for all financial instruments acquiredissued after the beginning of an entty’
first fiscal year that begins after September TH& We do not expect the adoption of SFAS 155ateeha material impact on our consolidi
financial position, results of operations or cdshvg.

In March 2006, the FASB issued FASB Statement N&, Accounting for Servicing of Financial Assetan amendment to FAS
Statement No. 140. Statement 156 requires thahtitly eecognize a servicing asset or servicingiligbeach time it undertakes an obligatior
service a financial asset by entering into a seremntract under certain situations. The new stahidaeffective for fiscal years beginning a
September 15, 2006. The adoption of SFAS No.15@dichave a material impact on the Company's filguposition and results of operatio

In July 2006, the FASB issued Interpretation No.(B8\ 48). “Accounting for uncertainty in Income Xes”. FIN 48 clarifies th
accounting for Income Taxes by prescribing the minm recognition threshold a tax position is recuiitee meet before being recognized in
financial statements. It also provides guidancederecognition, measurement, classification, inteeggl penalties, accounting in inte
periods, disclosure and transition and clearly esdpcome taxes out of SFAS 5, “Accounting for Qugencies”.FIN 48 is effective for fisci
years beginning after December 15, 2006. We haveyetoevaluated the impact of adopting FIN 48 on consolidated financial positic
results of operations and cash flows.

In September 2006 the Financial Account Standawed (the “FASB”)issued its Statement of Financial Accounting Stetsld57
Fair Value Measurements. This Statement defines/édiie, establishes a framework for measuringvalue in generally accepted accoun
principles (GAAP), and expands disclosures abdutvidue measurements. This Statement applies wtter accounting pronouncements
require or permit fair value measurements, the 8deving previously concluded in those accountimpnpuncements that fair value is
relevant measurement attribute. Accordingly, thete&nent does not require any new fair value measents. However, for some entities,
application of this Statement will change currerdgtice. FAS 157 effective date is for fiscal yebeginning after November 15, 2007. -
Company does not expect adoption of this standdtdthawe a material impact on its financial positj@perations or cash flows.

Non-GAAP Financial Measures
The financial statements appearing in this quigrteport on Form 10-Q do not contain any financedasures which are not in

accordance with generally accepted accounting proes.

41




Inflation
In the opinion of management, inflation has not aadaterial effect on our financial condition osuéts of its operations.
Off-Balance Sheet Arrangements

We do not maintain off-balance sheet arrangemeatsdo we participate in nosxchange traded contracts requiring fair v
accounting treatment.

Product Research and Development

We anticipate incurring approximately $500,000esaarch and development expenditures in connesfitbrthe development of o
military and Homeland Security, portable illumiraatjsystem, lighting and our hybrid lighting techtogy that is based on the recently acqt
patent rights from Renssealer Polytechnic Instiaune at the University of California Santa Barbara.

These projected expenditures are dependent upogemarating revenues and obtaining sources of dingrin excess of our existi
capital resources. There is no guarantee that Webwisuccessful in raising the funds required enagating revenues sufficient to fund
projected costs of research and development dtiimgext twelve months.

Acquisition or Disposition of Plant and Equipment

We do not anticipate the sale of any significarperty, plant or equipment during thext twelve months. We do not anticipate
acquisition of any significant property, plant gugment during the next 12 months.

ITEM 3. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedu

In connection with the preparation of this Repartl én accordance with Item 307 of RegulatioiK Swe carried out an evaluation, un
the supervision and with the participation of maragnt, including our Chief Executive Officer andi€hFinancial Officer, of th
effectiveness of our disclosure controls and pracesias of the end of the period covered by thienteBased on that evaluation, our C
Executive Officer and Chief Financial Officer comdéd that our disclosure controls and procedures effective as of March 31, 2009.
(b) Changes in Internal Control Over Financial Repgr

During the three month period ended March 31, 28@&e were no changes to our internal control émancial reporting, other than 1

remediation of a prexisting material weakness identified above, tleatehmaterially affected, or are reasonably likelyrtaterially affec
our internal control over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

From time to time, we may become involved in vasitawsuits and legal proceedings which arise inotfanary course of busine
However, litigation is subject to inherent uncertes, and an adverse result in these or otheensattay arise from time to time that may h
our business.

On April 16, 2007, Casey Tool and Machine Co. fiedomplaint against us in the Circuit Court foe thourth Judical Distric
Shelbyville, lllinois, alleging breach of contréor failure to pay $14,222 on an account payabl& intend to resolve this matter in a judi
manner.

On September 5, 2007, we announced that we had eooed an action against AJW Partners, LLC, AJW t@fifs, LTD., AJV
Qualified Partners, LLC, and New Millennium CapiRadrtners Il, LLC, (the “Defendantsit) the United States District Court for the Soutl
District of New York for violations of the anfraud provisions of the Securities Act of 1934, ufita negligent misrepresentation, breac
fiduciary duty, breach of contract, breach of iredlicovenant of good faith and fair dealing and eosion. The complaint alleges that
Defendants utilized an illegal trading scheme imira@ deceptive secured loan financings to conveatess of Compang’common stock for tl
Defendants’ own use and benefit. The trading schiewaved the Defendants manipulating the Compsarstbck price downward by sh
sales. In addition the complaint seeks declaraiajynctive and monetary relief. On September Q72 AJW Partners, LLC, AJW Offsho
LTD., AJW Qualified Partners, LLC, New Millenniu@apital Partners Il, LLC and AJW Master Fund, LTiled and action against us in"
Supreme Court of the State of New York, County efaNYork alleging breach of contract. On Septeniter2007, we removed the state
complaint to federal court to join the federal docwmplaint. On March 17, 2008, the federal cdwating determined that it lacked sub
matter jurisdiction over the state court complaretnanded the case back to state court. On Ma@Qdg, we filed our answer and affirmat
and separate defenses and our counterclaims faardewy, injunctive and monetary relief. Thisdgtion is currently in the discovery phase.

On September 13, 2007, Britannia Law Office comnednan action against us and our President, Mar&dbmidt, in the Genel
Court of Justice, Superior Court Division, Durhamu@ty. North Carolina, alleging breach of contraciditional payments due under conti
unjust enrichment, fraud and unfair trade practi@gsing out of a consultant agreement. On March20D9, the parties executed a mu
settlement and release agreement.

Item 2. Unregistered Sales of Equity Securities drd of Proceeds.

On January 8, 2008, we issued 23,529,412 shamesrafommon stock to St. George Investments, LLGyamt to a Warrant exerc
valued at $20,000.

On January 8, 2008, we issued 32,000,000 sharesrafommon stock to St. George Investments, LLGyamt to a Warrant exerc
valued at $20,000..

On january 20, 2009, we borrowed an aggregate Bfo8B. In conjunction with the borrowing, we isdwetotal of 25,000,000 sha
of our common stock.

On January 22, 2009, we reissued 1,000,000 sha&eries B Convertible Preferred shares (“Seriesh@es”) to management.

On February 12, 2009, we borrowed an aggregate36f0$0. In conjunction with the borrowing, we iedua total of 25,000,01
shares of our common stock.

On March 31, 2009, we borrowed an aggregate of5g4R,In conjunction with the borrowing, we issuettal of 25,000,000 shares
our common stock.
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Item 3. Defaults Upon Senior Securities.

On August 21, 2007, we received a Notice of Deféndin AJW Partners, LLC, New Millennium Capital Baars I, LLC, AJW
Qualified Partners, LLC and AJW Offshore, LTD. (ectively, the “Investors”)claiming that we were purportedly in default of teén
obligations under our notes issued to the Invegtoesto our refusal to honor any further conversibnotes to common stock.

Item 4. Submission of Matters to a Vote of Securtiders.

None.

Item 5. Other Information.
None.

Iltem 6. Exhibits

31.1 Certification of Chief Executive Officer pursuantRule 13-14 and Rule 15-14(a), promulgated under the Securities and Exahé
of 1934, as amende

31.2 Certification of Chief Financial Officer pursuaotRule 13-14 and Rule 15d 14(a), promulgated under the S&s1end Exchange A
of 1934, as amende

32.1 Certifications pursuant to 18 U.S.C. Sectopm 1358dopted pursuant to Section 906 of the Sarbarkey @ct of 2002,
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SIGNATURES
In accordance with requirements of the Exchange tAetregistrant caused this report to be signeitsdrehalf by the undersigned, thereunto
duly authorized.
CYBERLUX CORPORATION
By: /s/ MARK D. SCHMIDT

Mark D. Schmid!
Chief Executive Officer (Principal Executive Offie

Date: May 20, 200

By: /s/ DAVID D. DOWNING

David D. Downing
Chief Financial Officer (Principal Financial Officand Principa

Accounting Officer)

Date: May 20, 2009
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EXHIBIT 31.1
CERTIFICATION — Chief Executive Officer
[, Mark D. Schmidt, certify that:
1. I have reviewed this Quarterly Report on FormQLfbr the period ended March 31, 2009, of Cybefaxporation.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. (Intentionally omitted);

4. The registrant’s other certifying officer(s) angre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @efined in Exchange Act rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us by
others within those entities, particularly durifg tperiod in which this report is being prepared;

(b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttulsi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period covgredis report based on such evaluat
and

(d) Disclosed in this report any change in thegtgnt's internal control over financial reportititat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sinifiole in the registrant’s
internal control over financial reporting.

Date: May 20, 200! By: /s/ MARK D. SCHMIDT

Mark D. Schmidi
Chief Executive Office




EXHIBIT 31.2
CERTIFICATION - Chief Financial Officer
[, David D. Downing, certify that:
1. I have reviewed this Quarterly Report on FormQLfbr the period ended March 31, 2009 of CybefMaoxporation;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. (Intentionally omitted);

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @efined in Exchange Act rules 13a-15
() and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us by
others within those entities, particularly durifg tperiod in which this report is being prepared;

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttlsi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period covgredis report based on such evaluat
and

(d) Disclosed in this report any change in thegtgnt's internal control over financial reportititat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sinifiole in the registrant’s
internal control over financial reporting.

Date: May 20,200 By: /s/ DAVID D. DOWNING

David D. Downing
Chief Financial Office




EXHIBIT 32.1

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of @ylix Corporation (the “Company”) on Form 10-Q fbe quarter ended March 31, 2009, as
filed with the Securities and Exchange Commissinithe date hereof (the “Report”), each of the usideed, in the respective capacities and

on the date indicated below, hereby certifies pamsto 18 U.S.C. Section 1350, as adopted purdaaection 906 of the Sarbanes-Oxley Act
of 2002, that to his knowledge:

1) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2) the information contained in the Report fairly mrets, in all material respects, the financial cbadiand results of operations of t
Company.

Dated: May 20, 2009

/s/ Mark D. Schmid
Mark D. Schmidi
Chief Executive Officer

/s/ David D. Downinc
David D. Downing
Chief Financial Officer




