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CYBERLUX CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)
March 31, December 31,
2007 2006
ASSETS

Current assets:
Cash & cash equivalents $ 26,53 $ 395,81
Accounts receivable, net of allowance for doubéfttounts of $23,502 60,66( 177,08!
Inventories, net of allowance of $102,660 206,57: 197,77:
Other current assets 11,81¢ 22,23:
Total current assets 305,58t 792,90(
Property, plant and equipment, net of accumulatgaatiation of $147,399 and $141,465,
respectively 63,69« 58,31
Other assets
Deposits 23,35( 23,35(
Patents and development costs, net of accumulatediaation of $425,222 and $293,750,
respectively 3,549,75; 2,294,22.
Total other assets 3,573,10: 2,317,57.
Total Assets $ 3,942,38. $ 3,168,78
LIABILITIES AND DEFICIENCY IN STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 733,04, $ 564,87!
Accrued liabilities 1,791,82 1,694,22
Short-term notes payable - related parties 520,16: 454,16
Short-term notes payable 21,29: 47,39¢
Short-term convertible notes payable 55,857 604,18
Total current liabilities 3,122,17: 3,364,84.
Long-term liabilities:
Notes payabli 1,981,71 1,580,62.
Derivative liability relating to convertible debemés 6,448,61. 8,201,08!
Warrant liability relating to convertible debentsire 1,182,71! 2,954,08I
Total long-term liabilities 9,613,05! 12,735,78
Total liabilities 12,735,22 16,100,63
Commitments and Contingencies
Series A convertible preferred stock, $0.001 p&we;e200 shares designated, 28.9806 and 38.9!
issued and outstanding as of March 31, 2007 anémker 31, 2006, respectively 144,90( 194,90(
DEFICIENCY IN STOCKHOLDERS' EQUITY
Class B convertible preferred stock, $0.001 pane/a800,000 shares designated; 800,000 share
issued and outstanding for March 31, 2007 and Dbeeil, 2006 80C 80C



Class C convertible preferred stock, $0.001 pare;af00,000 shares designated; 150,000 and
100,000 shares issued and outstanding for MarcB&I; and December 31, 2006, respectively 15C 10C

Common stock, $0.001 par value, 700,000,000 sleartm®rized; 223,274,757 and 128,279,157

shares issued and outstanding as of March 31, @@ December 31, 2006, respectively 223,27" 128,27¢
Subscription received - 25,00(
Additional paid-in capital 14,251,70 12,186,42
Accumulated deficit (23,413,67) (25,467,34)
Deficiency in stockholders' equity (8,937,74)) (13,126,74)
Total liabilities and (deficiency) in stockholdeesjuity $ 3,942,38. $ 3,168,78

The accompanying notes are an integral part of thescondensed consolidated financial statements




CYBERLUX CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

REVENUE:
Cost of goods sold

Gross margin (loss)
OPERATING EXPENSES:
Depreciation

Research and development
General and administrative expenses

Total operating expenses
NET LOSS FROM OPERATION:

Other income/(expense)

Unrealized gain (loss) relating to adjustment afvdgive and warrant liability to fair value of
underlying securities

Interest expense

Debt acquisition costs

Net income before provision for income ta:

Income taxes (benefit)

INCOME AVAILABLE TO COMMON STOCKHOLDERS

Weighted average number of common shares outsigdindisic

Weighted average number of common shares outsigdfidiiy diluted

Income per share-basic

Loss per share - fully diluted

Preferred dividend

The accompanying notes are an integral part of thesunaudited condensed consolidated financial statemnts

Three months ended March 31,

2007 2006

$ 49,46: $ 47,20(
(40,320) (53,687
9,141 (6,487

137,40° 7,26k

69,71 38,82¢

755,80° 1,347,72

962,92 1,393,82!
(953,789 (1,400,30)
3,523,83; 2,323,18!I
(527,800 (738,13()
11,42( (6,487
2,053,66 178,26:

$ 2,053,66 $ 178,26:
189,015,02 80,285,61
Note A Note A

$ 0.01 % 0.0C
Note A Note A

$ 24,000 $ 24,00(




CYBERLUX, INC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

(unaudited)
Three months ended March 31,
2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income available to common stockholc $ 2,053,66 $ 178,26:
Adjustments to reconcile net income to cash usexparating activities
Depreciation 5,93¢ 7,26¢
Amortization 131,47: -
Common stock issued in connection with servicedessd - 762,25(
Common stock issued in settlement of debt - 31,65¢
Accretion of convertible notes payable 401,09¢ 367,19¢
Unrealized (gain) loss on adjustment of derivatine warrant liability to fair value of underlying
securities (3,523,83) (2,323,18))
Impairment loss on patent - -
(Increase) decrease in:
Accounts receivable 116,42! (41,019
Inventories (8,809 161,03¢
Prepaid expenses and other assets 10,41: 9,40z
Deposits - -
Increase (decrease) in:
Accounts payable 168,16t (306,07)
Accrued liabilities 97,60 279,82¢
Net cash (used in) operating activit (547,85¢) (873,37)
CASH FLOWS FROM INVESTING ACTIVITIES:
Net cash acquired in connection with acquisitiotdgbrid Lighting Technologies, In 150,00( -
Payments towards patent rights - -
Acquisition of fixed assets (11,316 (7,099
Net cash provided by (used in) investing activit 138,68« (7,099
CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from issuance of convertible debes - 460,00(
Net proceeds (payments) from borrowing on long teasis (26,107 152,40(
Net proceeds (payments) to notes payable, relatdtbs 66,00( 50C
Net cash provided by (used in) financing activit 39,89: 612,90(
Net increase (decrease) in cash and cash equis (369,279 (267,57()
Cash and cash equivalents at beginning of period 395,81; 475,65t
Cash and cash equivalents at end of period $ 26,53: $ 208,08t

Supplemental disclosures:
Interest Paid $ - $ 2,77C
Income Taxes Paid - -

NON-CASH INVESTING AND FINANCING ACTIVITIES:

Unrealized (gain) loss in adjustment of derivativel warrant liability to fair value of underlying

securities (3,523,83) (2,323,18))
Common stock issued for services rendered - 762,25(
Common stock issued in settlement of debt - 31,65¢



The accompanying notes are an integral part of thesunaudited condensed consolidated financial statemnts
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES
General

The accompanying unaudited condensed financiaretatts have been prepared in accordance with atregyrinciples generally accep
in the United States of America for interim finasdnformation and the instructions to Form Q$B. Accordingly, they do not include all
the information and footnotes required by generatlyepted accounting principles for complete fimarstatements.

In the opinion of management, all adjustments (bing of normal recurring accruals) consideredeassary for a fair presentation have t
included. Accordingly, the results from operatidos the three month period ended March 31, 200&,rent necessarily indicative of !
results that may be expected for the year endeckrbier 31, 2007. The unaudited condensed finantadreents should be read
conjunction with the December 31, 2006 financiatements and footnotes thereto included in the Gorylp Form 1KSB for the year end:
December 31, 2006.

Business and Basis of Presentation

Cyberlux Corporation (the "Company") is incorpochtsn May 17, 2000 under the laws of the State ofdda. Until December 31, 2004,
Company was a development state enterprise asedefinder Statement on Financial Accounting Starsd&d.7, Development Sta
Enterprises ("SFAS No.7"). The Company developsnufectures and markets longrm portable lighting products for commercial
industrial users. While the Company has generatgdnues from its sale of products, the Companyimasred expenses, and susta
losses. Consequently, its operations are subjeadt tisks inherent in the establishment of a newsihess enterprise. As of March 31, 2007
Company has accumulated losses of $23,413,674.

The consolidated financial statements include theoants of its wholly owned subsidiaries, SPE Tedbgies, Inc. and Hybrid Lightir
Technologies, Inc. All significant intercompany dates and transactions have been eliminated irolidaton.

Acquisitions

On December 28, 2006, the Company acquired SPE ndkudies, Inc, a Florida corporation, as a whollwned subsidiary. SF
Technologies, Inc. was acquired by issuance 100gb@0es of Class C 5% convertible preferred stadked at the time acquisition
$2,520,000.

The total consideration paid was $2,520,000 andit@ficant components of the transaction areoievs:

Preferred Stock issued: $ 2,520,001
Cash received $ 250,00(
Patents received 2,270,00!
Liabilities assumed ( )
Net: $ 2,520,00

On January 11, 2007, the Company acquired Hybnghting Technologies, Inc, a Florida corporationaagsholly owned subsidiary. Hybi
Lighting Technologies, Inc was acquired by issuanic26,500,000 shares of its common stock and B0gbares of Class C 5% convert
preferred stock. The total value assigned at the tf acquisition of $1,537,000.

The total consideration paid was $1,537,000 andit@ficant components of the transaction areoie\frs:

Common stock issued: $ 768,50(
Preferred stock issued: 768,50(



Preferred Stock issued:

Cash received
Patents received
Liabilities assumed

Net:

$ 150,00(

1,387,001
(

)




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued)

Revenue Recognition

Revenues are recognized in the period that prodaresprovided. For revenue from product sales,Gbenpany recognizes revenue
accordance with Staff Accounting Bulletin No. 1lREVENUE RECOGNITION ("SAB104"), which supersededfStAccounting Bulletil
No. 101, REVENUE RECOGNITION IN FINANCIAL STATEMENS ("SAB101"). SAB 101 requires that four basicemia must be m
before revenue can be recognized: (1) persuasidermse of an arrangement exists; (2) delivery lasioed; (3) the selling price is fixed ¢
determinable; and (4) collectibility is reasonahfisured. Determination of criteria (3) and (4)l@ased on management's judgments rega
the fixed nature of the selling prices of the pradudelivered and the collectibility of those amiurProvisions for discounts and rebate
customers, estimated returns and allowances, drat atdjustments are provided for in the same petiedrelated sales are recorded.
Company defers any revenue for which the produstriw been delivered or is subject to refund wudh time that the Company and
customer jointly determine that the product hasnbeelivered or no refund will be required. At 331/ the Company did not have i
deferred revenue.

SAB 104 incorporates Emerging Issues Task Forc@10Q0EITF 00-21"), MULTIPLE DELIVERABLE REVENUE ARRANGEMENTS
EITF 0021 addresses accounting for arrangements thatmraive the delivery or performance of multiple puots, services and/or rights
use assets. The effect of implementing EITF 00+2the Company’s financial position and results pém@tions was not significant.

Reclassification

Certain reclassifications have been made to peoiogs’data to conform to the current presentation. Theskassifications had no effect
reported losses.

Concentrations of Credit Risk

Financial instruments and related items which pidéiy subject the Company to concentrations oflitrask consist primarily of cash, ce
equivalents and trade receivables. The Compangeglis cash and temporary cash investments withitageality institutions. At times, su
investments may be in excess of the FDIC insurimie The Company periodically reviews its tradeeivables in determining its allowal
for doubtful accounts. At March 31, 2007 and Decenfi, 2006, allowance for doubtful receivable %28,502.

Stock-Based Compensation

On December 16, 2004, the Financial Accounting (deafs Board (FASB) issued FASB Statement No. 128Rised 2004), Shargase
Payment" which is a revision of FASB Statement W23, "Accounting for StoclBased Compensation"”. Statement 123R supersede:
opinion No. 25, "Accounting for Stock Issued to Hayges", and amends FASB Statement No. 95, "StateafeCash Flows". Generally, t
approach in Statement 123R is similar to the amrodescribed in Statement 123. However, Statem2BR lrequires all shargase!
payments to employees, including grants of empl®teek options, to be recognized in the incomeestiant based on their fair values. Pro-
forma disclosure is no longer an alternative. Htégement does not change the accounting guidanshére based payment transactions
parties other than employees provided in Stateroériinancial Accounting Standards No. 123(R). Thiatement does not address
accounting for employee share ownership plans, lwhiee subject to AICPA Statement of Position 93Employers’ Accounting fo
Employee Stock Ownership Plan©h April 14, 2005, the SEC amended the effectivie dé the provisions of this statement. The eff&
this amendment by the SEC is that the Company tiadrmply with Statement 123R and use the Fair Vhased method of accounting
later than the first quarter of 2006. The Companplemented SFAS No. 123(R) on January 1, 2006 ukiagnodified prospective methi
The fair value of each option grant issued aftewday 1, 2006 will be determined as of grant datilizing the BlackScholes option pricir
model. The amortization of each option grant willdwer the remainder of the vesting period of egatfon grant.

As more fully described in the financial statementduded in Form 10<SB for the year ended December 31, 2006, the Cayngeante:
stock options over the years to employees of theng2my under a nogualified employee stock option plan. As of March, 2007

52,432,307 stock options were outstanding and esadie.

In prior years, the Company applied the intrinsiddwe method prescribed in Accounting Principles ro@d’APB”) Opinion No. 2&E



“Accounting for Stock Issued to Employeety”account for the issuance of stock options toleyges and accordingly compensation exp
related to employeestock options were recognized in the prior yeaarfirial statements to the extent options grante@rusick incentiv
plans had an exercise price less than the markst v the underlying common stock on the daterahg




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued)

Net Income (loss) Per Common Share

The following reconciliation of net income and shamounts used in the computation of income (Ipss)hare for the three months er
March 31, 2007 and 2006:

Three Months Ende Three Months Ende

March 31, 2007 March 31, 2006
Net income used in computing basic net income pare $ 2,053,66° $ 178,26:.
Impact of assumed assumptions:
Accretion of convertible debenture charged to eséexpense 401,09¢ 367,19¢
Impact of equity classified as liability:
Gain on warrant liability marked to fair value (3,523,83) (2,323,18))
Net loss in computing diluted net loss per sh $ (1,069,069 (1,777,72)

The weighted average shares outstanding used ipatsie net income per share computations for tfeetmonths ended March 31, 2007
2006 was 189,015,023 and 80,285,613, respectivelyletermining the number of shares used in comgudiiluted loss per share,

Company added approximately 1,201,705,941 and 382364 potentially dilutive securities for the tBmmonths ended March 31, 2007
2006, respectively. The potentially dilutive setied added were mostly attributable to the warraopgions and convertible debentt
outstanding. As a result, the diluted loss peresii@rthe three months ended March 31, 2007 ané 2@& $0.00.

Patents

The Company acquired in December 2006, for $2,2M),8nd January 2007, for $1,387,000, patents mjuoation with the acquisitions
SPE Technologies, Inc and Hybrid Lighting TechnasgInc, respectively. The patents have an estidhaseful life of 7 years. According
the Company recorded an amortization charge tentperiod earnings of $131,472 and $id)-the three months ended March 31, 2007
2006, respectively. Patents are comprised of thewing:

Accumulated
amortization and Net carrying value

Description Cost impairments at March 31, 2007
Development costs $ 293,75( $ 293,75( $ -0-
Patents 2,294,22. 81,93¢ 2,212,28
Patents 1,387,00! 49,53¢ 1,337,46.
Total $ 3,974,97. $ 425,22; $ 3,549,75.

Recent pronouncements

In February 2007, the FASB issued SFAS No. 159¢“Fhir Value Option for Financial Assets and Finalniciabilities.” SFAS 159 permi
entities to choose to measure many financial instnits, and certain other items, at fair valBEAS 159 applies to reporting peri
beginning after November 15, 2007. The adoptioBEAS 159 is not expected to have a material impat¢he Company financial conditio
or results of operations.




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)
NOTE B - NOTES PAYABLE AND CONVERTIBLE DEBENTURES

Notes payable at March 31, 2007 and December 3B afk as follows

March 31, 2007 December 31, 2006

10% convertible note payable, unsecured and dute@éer, 2003; accrued and unpaid

interest due at maturity; Note holder has the optioconvert note principal together with

accrued and unpaid interest to the Compsiegmmon stock at a rate of $0.50 per share

Company is in violation of the loan covenants $ 2,500 3 2,50(C

10% convertible debenture, due two years from #te df the note with interest payable

quarterly during the life of the note. The notedsvertible into the Company’s common

stock at the lower of a) $0.72 or b) 50% (See hdtef the average of the three lowest

intraday trading prices for the common stock omiagipal market for twenty days before,

but not including, conversion date. The Companytga the note holder a security interest

in substantially all of the Company’s assets anellectual property and registration rights.

The Company is in violation of the loan covenasee(below) 53,357 601,68

10% convertible debenture, due three years from ofathe note with interest payable

quarterly during the life of the note. The notedsvertible into the Company’s common

stock at the lower of a) $0.03 or b) 50% (See hdtef the average of the three lowest

intraday trading prices for the common stock omiagipal market for twenty days before,

but not including, conversion date. The Companytg@ the note holder a security interest

in substantially all of the Company’s assets anelliectual property and registration rights.

The Company is in violation of the loan covenaste(below) 923,10¢ 799,81°

10% convertible debenture, due October 2008 wikr@st payable quarterly during the life

of the note. The note is convertible into the Comyps common stock at the lower of a) $

or b) 50% (See note L) of the average of the tloeest intraday trading prices for the

common stock on a principal market for twenty dagfore, but not including, conversion

date. The Company granted the note holder a sgdéntirest in substantially all of the

Company’s assets and intellectual property andtegion rights. The Company is in

violation of the loan covenants (see below) 382,10( 316,34°

8% convertible debenture, due December 2008 withrést payable quarterly during the life

of the note. The note is convertible into the Cony®common stock at the lower of a)

$0.10 or b) 35% (See note LO of the average oftitee lowest intraday trading prices for

the common stock on a principal market for twerdgysibefore, but not including,

conversion date. The Company granted the note haldecurity interest in substantially all

of the Company’s assets and intellectual propert/ragistration rights (see below) 292,78t 235,25:




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE B - NOTES PAYABLE AND CONVERTIBLE DEBENTURES ( continued)

March 31, 2007 December 31, 2006

8% convertible debenture, due March 2009 with egepayable quarterly during the life of

the note. The note is convertible into the Compsiecgmmon stock at the lower of a)$0.10

or b) 55% (See note L)of the average of the thoeest intraday trading prices for the

common stock on a principal market for twenty dagfore, but not including, conversion

date. The Company granted the note holder a sgdnirest in substantially all of the

Company’s assets and intellectual property andtegion rights. (See below) $ 168,49. $ 127,39°

6% convertible debenture, due July 2009 with irdepayable quarterly during the life of 1

note. The note is convertible into the Companyisigmn stock at the lower of a)$0.10 or b)

40% (See note L)of the average of the three loméstday trading prices for the common

stock on a principal market for twenty days befdmat, not including, conversion date. The

Company granted the note holder a security inténesibstantially all of the Company’s

assets and intellectual property and registraiigins. (See below) 112,32¢ 71,23

6% convertible debenture, due September 2009 widhest payable quarterly during the

of the note. The note is convertible into the Cony®common stock at the lower of a)

$0.10 or b) 40% (See note L) of the average ofhihee lowest intraday trading prices for

common stock on a principal market for twenty dag®ore, but not including, conversion

date. The Company granted the note holder a sgdnirest in substantially all of the

Company’s assets and intellectual property andtegion rights. (See below) 47,56 24,54¢

6% convertible debenture, due December 2009 withést payable quarterly during the life
of the note. The note is convertible into the Cony®common stock at the lower of a)
$0.10 or b) 40% (See note L) of the average oftihee lowest intraday trading prices for
common stock on a principal market for twenty dag®ore, but not including, conversion
date. The Company granted the note holder a sgdnirest in substantially all of the

Company’s assets and intellectual property andtegion rights. (See below) 55,34 6,02¢

2,037,57. 2,184,80
Less: current maturities (55,857 (604,18
Notes payable and convertible debent-long term portion $ 1,981,717 % 1,580,62.

The Company entered into a Securities Purchaseefggpt with four accredited investors on Septemi3er2P04 for the issuance of
aggregate of $1,500,000 of convertible notes (“@otilble Notes”)and attached to the Convertible Notes were wartangsirchase 2,250,0
shares of the Comparsycommon stock. The Convertible Notes accrue iateae10% per annum, payable quarterly, and aretwaeyear
from the date of the note. The note holder haii®n to convert any unpaid note principal to @@mpanys common stock at a rate of
lower of a) $0.72 or b) 50% (See note |) of therage of the three lowest intraday trading pricestlie common stock on a principal ma
for the 20 trading days before, but not includiognversion date.

As of March 31, 2007, the Company issued to investd the Convertible Notes a total amount of $@,800 in exchange for net proceed
$1,186,281. The proceeds that the Company recereeel net of prepaid interest of $50,000 and reltged and costs of $263,719.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE B - NOTES PAYABLE AND CONVERTIBLE DEBENTURES ( continued)

The Company entered into a Securities Purchaseefiggat with four accredited investors on April 2802 for the issuance of an aggre:
of $1,500,000 of convertible notes (“Convertibletésd) and attached to the Convertible Notes were wartargsirchase 25,000,000 share
the Companys common stock. The Convertible Notes accrue iateae10% per annum, payable quarterly, and areltee years from tl
date of the note. The note holder has the opti@oiwert any unpaid note principal to the Compamgmmon stock at a rate of the lowe
a) $0.03 or b) 50% (see note L) of the averagéetliree lowest intraday trading prices for the w@n stock on a principal market for the
trading days before, but not including, conversiate.

As of March 31, 2007, the Company issued to invesdh the Convertible Notes a total amount of $@,800 in exchange for total proce
of $1,352,067. The proceeds that the Company redeiere net of prepaid interest of $72,933 reptasgthe first eight montls’ interest ar
related fees and costs of $75,000.

The Company entered into a Securities Purchaseefiggrt with four accredited investors on October2B95 for the issuance of $800,00!
convertible notes (“Convertible Notes”) and attatiie the Convertible Notes were warrants to purets30,000 shares of the Company’
common stock. The Convertible Note accrues intexe$0% per annum, payable quarterly, and are lthee tyears from the date of the n
The note holder has the option to convert any whpate principal to the Comparsycommon stock at a rate of the lower of a) $0.0B6)
50% (see note L)of the average of the three loimdstday trading prices for the common stock omiagipal market for the 20 trading d:
before, but not including, conversion date.

As of March 31, 2007, the Company issued to invesbb 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 entered into a Securities Purchaseefiggat with four accredited investors on Decembe2085 for the issuance of $700,!

of convertible notes (“Convertible Notes”) and attad to the Convertible Notes were warrants tolmse 700,000 shares of the Company’
common stock. The Convertible Note accrues inteat8f6 per annum, payable quarterly, and are dwe tfears from the date of the n
The note holder has the option to convert any whpate principal to the Comparsycommon stock at a rate of the lower of a) $0.1B)
35% (see note L) of the average of the three lowméstday trading prices for the common stock @riacipal market for the 20 trading d:
before, but not including, conversion date.

As of March 31, 2007, the Company issued to invesbb 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.

The Company entered into a Securities Purchaseeftgeat with four accredited investors on March 3&for the issuance of $500,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes were warrants to purelz000,000 shares of the Company’
common stock. The Convertible Note accrues inteaat8f6 per annum, payable quarterly, and are dwe tfears from the date of the n
The note holder has the option to convert any whpate principal to the Comparsycommon stock at a rate of the lower of a) $0.1B)
55% (see note L) of the average of the three lowdstday trading prices for the common stock qriacipal market for the 20 trading d:
before, but not including, conversion date.

As of March 31, 2007, the Company issued to invesbb the Convertible Notes a total amount of $800,in exchange for total proceed:
$460,000. The proceeds that the Company receiveel met of related fees and costs of $40,000.

The Company entered into a Securities Purchaseefgget with four accredited investors on July 28)&€or the issuance of $500,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes were warrants to purelas000,000 shares of the Company’
common stock. The Convertible Note accrues inteaat$f6 per annum, payable quarterly, and are dwe tfears 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) $0.1D)
40% (see note L) of the average of the three lowéstday trading prices for the common stock qriacipal market for the 20 trading d:
before, but not including, conversion date.

As of March 31, 2007, the Company issued to investd the Convertible Notes a total amount of $800,in exchange for total proceed:
$490,000. The proceeds that the Company receiveel met of related fees and costs of $10,000.



The Company entered into a Securities Purchaseefrgeat with four accredited investors on SeptemBe@06 for the issuance of $280,
of convertible notes (“Convertible Notesgnd attached to the Convertible Notes were warrémtpurchase 10,000,000 shares of
Companys common stock. The Convertible Note accrues istee6% per annum, payable quarterly, and ardidee years from the date
the note. The note holder has the option to coramgrtunpaid note principal to the Compagbmmon stock at a rate of the lower of a) $
or b) 40% (See note L) of the average of the thoeest intraday trading prices for the common stogka principal market for the 20 trad
days before, but not including, conversion date.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE B - NOTES PAYABLE AND CONVERTIBLE DEBENTURES ( continued)

As of March 31, 2007, the Company issued to investd the Convertible Notes a total amount of $280,in exchange for total proceed:
$259,858. The proceeds that the Company receiveel met of related fees and costs of $20,142.

The Company entered into a Securities Purchaseeffggat with four accredited investors on December 206 for the issuance
$600,0000 of convertible notes (“Convertible Nojesid attached to the Convertible Notes were warr@ngirchase 20,000,000 share
the Companys common stock. The Convertible Note accrues isteae6% per annum, payable quarterly, and aretithee years from tt
date of the note. The note holder has the opti@otwert any unpaid note principal to the Comparggmmon stock at a rate of the lowe
a) $0.10 or b) 40% of the average of the three $bweraday trading prices for the common stoclagmincipal market for the 20 trading d
before, but not including, conversion date.

As of March 31, 2007, the Company issued to inwesbb the Convertible Notes a total amount of $600,in exchange for total proceed:
$590,000. The proceeds that the Company receiveel met of related fees and costs of $10,000.

These transactions, to the extent that it is tediisfied with common stock of the Company wouldmally be included as equity obligatio
However, in the instant case, due to the indeteataimumber of shares which might be issued undeethbedded convertible host ¢
conversion feature, the Company is required torceediability relating to both the detachable veaatis and embedded convertible featul
the notes payable (included in the liabilities ddexivative liability”).

The accompanying financial statements comply witirent 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 bete@erertible debt and detachable warrants based thgorelative fair market
values on the dates the proceeds were received.

« Subsequent to the initial recording, the increagheé fair value of the detachable warrants, detechunder the Black-Scholes
option pricing formula and the increase in theiirgic value of the embedded derivative in the cosioa feature of the convertible
debentures are accrued as adjustments to thatleshdt March 31, 2007 and December 31, 2006 ectsmely.

« The expense relating to the increase in the fdirevaf the Company’s stock reflected in the chaingbe fair value of the warrants
and derivatives (noted above) is included as aeratbmprehensive income item of an unrealized galoss arising from
convertible financing on the Company’s balance shee

« Accreted principal of $2,035,074 and $2,182,308fadarch 31, 2007 and December 31, 2006, respéytive

The following table summarizes the various comptsehthe convertible debentures as of March 30726hd December 31, 2006:

March 31, 2007 December 31, 20(

Convertible debentures $ 2,037,57. $ 2,184,80:
Warrant liability 1,112,50. 2,759,30
Derivative liability 6,448,61: 8,201,08!I
9,598,69. 13,145,20
Cumulative adjustment of derivative and warrartiligy to fair value (1,181,11) (4,580,39)
Cumulative unrealized loss relating to conversiboamvertible notes to common shares
charged to interest expense (1,446,64) (898,31)
Cumulative accretion of principal related to cortide debentures (2,035,07) (2,182,30)
$ 4,935,85 $ 5,484,18

NOTE C-WARRANT LIABILITY

Total warrant liability as of March 31, 2007 anddember 31, 2006 are comprised of the following:



March 31, December 31,

2007 2006
Fair value of warrants relating to convertible deloees $ 1,112,50: $ 2,759,30!
Fair value of other outstanding warrants 70,21¢ 194,77"
Total $ 1,182,711 $ 2,954,08I
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007

(Unaudited)
NOTE D - NOTE PAYABLE
Note payable is comprised of the followir
March 31, December 31,
2007 2006
Note payable, 24% interest per annum; due 90 d&gsired by specific accounts receival $ 21,29: % 47,39¢
NOTE E - NOTES AND CONVERTIBLE NOTES PAYABLE-RELATE D PARTY
Notes payabl-related party is comprised of the following:
March 31, December 31,
2007 2006
Notes payable, 12% per annum; due on demand; uresk $ 168,24! $ 102,24!
Notes payable, 10% per annum, due on demand; umsk 251,35( 251,35(
Notes payable, 10% per annum, due on demand, ddieanto the Compar's common stock afte
March 2007 at a conversion rate of $0.02 per sherggcured 100,56° 100,56°
520,16 454,16
Less: current maturities: (520,16 (454,16
Long term portion: $ - $ =

NOTE F -STOCKHOLDER'S EQUITY

Series A- Convertible Preferred stock

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

On December 30, 2003, the Company filed a Certdicd Designation creating a Series A Convertibiefétred 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. Changebdabnversion price are charge:
operations and included in unrealized gain (loskgting to adjustment of derivative and warrartility to fair value of underlying securities.

In December, 2003, the Company issued 155 shariés 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 aggregatesid,800 shares of our common stock.

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

In the year ended December 31, 2004, 7 of the Séri€referred shareholders exercised the convergith and exchanged 19 share:
Series A Preferred for 950,000 shares of the Coglpaommon stock.

In the year ended December 31, 2005, 20 of theeSéiPreferred shareholders exercised the conwergjbt and exchanged 92 share
Series A Preferred for 4,600,000 shares of the Gmiylp common stock.

In the year ended December 31, 2006, 9 of the SariBreferred shareholders exercised the convergjohand exchanged 20.88 share



Series A Preferred for 1,019,032 shares of the Gmyis common stock.

In the three months ended March 31, 2007, 2 ofSémées A Preferred shareholders exercised the csioweright and exchanged 10 share
Series A Preferred for 500,000 shares of the Cogip@iommon stock.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE F -STOCKHOLDER'S EQUITY (continued)

Series A- Convertible Preferred stock (continued)

The holders of the Series A Preferred shall haeeritht 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 stockholdétke Corporation on any of the followi
matters: (i) the creation, authorization, or issianf any class or series of shares ranking orritypeith or senior to the Series A Prefer
with respect to dividends or upon the liquidatidissolution, or winding up of the Corporation, &yl any agreement or other corpol
action which would adversely affect the powershtsg or preferences of the holders of the Seri€seferred.

The holders of record of the Series A Preferredl $leaentitled to receive cumulative dividendslad tate of twelve percent per annum (1
on the face value ($5,000 per share) when, if andeglared by the Board of Directors, if ever. diltidends, when paid, shall be payabl
cash, or at the option of the Company, in shareghefCompanys common stock. Dividends on shares of the Seri€seferred that have r
been redeemed shall be payable quarterly in arredusn, if and as declared by the Board of Dires;tdrever, on a send@nnual basis. N
dividend or distribution other than a dividend @stdbution paid in Common Stock or in any othemipr stock shall be declared or paid ot
aside for payment on the Common Stock or on angrgtmior stock unless full cumulative dividendsalhoutstanding shares of the Serie
Preferred shall have been declared and paid. Tdiggkends are not recorded until declared by then@any. As of the period ended Ma
31, 2007, $0 in dividends were accumulated.

Upon any liquidation, dissolution or winding up tife Corporation, whether voluntary or involuntaand after payment of any ser
liquidation preferences of any series of Prefei$éack and before any distribution or payment is enadth respect to any Common Stc
holders of each share of the Series A Preferretl sbaentitled to be paid an amount equal in theatgr of (a) the face value denomini
thereon subject to adjustment for stock splitsclstdividends, reorganizations, reclassificationotrer similar events (the "Adjusted F
Value") plus, in the case of each share, an amequl to all dividends accrued or declared but ishfieereon, computed to the date payr
thereof is made available, or (b) such amount paresof the Series A Preferred immediately priosuoh liquidation, dissolution or windi
up, or (c) the liquidation preference of $5,000@#% share, and the holders of the Series A Prefeshall not be entitled to any furtl
payment, such amount payable with respect to thiessA Preferred being sometimes referred to asltiggidation Payments."

Because the Series A Shares include a redemptainréethat is outside of the contrafl the Company and the stated conversion pri
subject to reset, the Company has classified thiesS& Shares outside of stockholders' equity toegance with Emerging Issues Task F
("EITF") Topic D-98, "Classification and Measuremeif Redeemable Securities." In accordance withFETBpic D98, the fair value at de
of issuance was recorded outside of stockhold=yaity in the accompanying balance sheet. Dividemdthe Series A Shares are reflecte
a reduction of net income (loss) attributable tmown stockholders.

In connection with the issuance of the Series Adfred and related warrants, the holders were gdacgrtain registration rights in which
Company agreed to timely file a registration staemto register the common shares and the shardsrlyimg the warrants, obt:
effectiveness of the registration statement bySB€ within ninetyfive (95) days of December 31, 2003, and maintaineffectiveness of tt
registration statement for a preset time therealitethe event the Company fails to timely perfarnder the registration rights agreement
Company agrees to pay the holders of the SeriesefeifPed liquidated damages in an amount equal5% Df the aggregate amount inve:
by the holders for each 3fry period or pro rata for any portion thereofduling the date by which the registration statensruld hav
been effective. The initial registration statememast filed and declared effective by the SEC witthie allowed time , however the Comp
has not maintained the effectiveness of the redistr statement to date. Accordingly, the Compasyéd 203,867 shares of common sto
liquidated damages on December 10, 2004. The Coynipas not been required to pay any further liqedatamages in connection with
filing or on-going effectiveness of the registratistatement.

Until November 2006 (expiration of the warrants)e tCompany was required to record a liability iatatto the detachable warrants
described in FAS 133, EITF 98-5 and 00-27, and ARBBAs such:

« Subsequent to the initial recording, the increasgearease in the fair value of the detachableamésr determined under the Black-
Scholes option pricing formula, were accrued asstdjents to the liabilities until their expirationNovember 2006.

« The expense relating to the increase or decreabe ifair value of the Company's stock reflectethanchange in the fair value of the



warrants (noted above) is included as an other cengmsive income item of an unrealized gain or ésissng from convertible
financing on the Company's balance sheet.

The Company recorded an Unrealized Gain (Lossherchange in fair value of these detachable warnain$-0-and $426,507 for the thr
months March 31, 2007 and 2006, respectively.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE F -STOCKHOLDER'S EQUITY (continued)

Series B- Convertible Preferred stock

On February 19, 2004, the Company filed a Certiéicaf Designation creating a Series B Convertiblefdtred Stock classification 1
800,000 shares.

In January, 2004, the Company issued 800,000 sbéitsSeries B Preferred in lieu of certain aectunanagement service fees payable
notes payable including interest payable theretaling $800,000 to officers of the company. Thershaf the Series B Preferred are
voting and convertible, at the option of the hoJdeto common shares at $0.10 per share per shiaeeshares issued were valued at $1.0
share, which represented the fair value of the comstock the shares are convertible into. In cotimeavith the transaction, the Comp:
recorded a beneficial conversion discount of $800,0preferred dividend relating to the issuance ofdbevertible preferred stock. None
the Series B Preferred shareholders have exerthig&dconversion right and there are 800,000 shaf&eries B Preferred shares issued
outstanding at March 31, 2007.

The holders of the Series B Preferred shall haeeright 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 stockholdétke Corporation on any of the followi
matters: (i) the creation, authorization, or issuanf any class or series of shares ranking orrity peith or senior to the Series B Prefer
with respect to dividends or upon the liquidatidissolution, or winding up of the Corporation, afijl any agreement or other corpol
action which would adversely affect the powershtsg or preferences of the holders of the Seri€seBerred.

The holders of record of the Series B Preferred bleaentitled to receive cumulative dividendsla tate of twelve percent per annum (1
on the face value ($1.00 per share) when, if andeatared by the Board of Directors, if ever. Alidends, when paid, shall be payabl
cash, or at the option of the Company, in shardee@fCompanys common stock. Dividends on shares of the SeriBseerred that have r
been redeemed shall be payable quarterly in arredusn, if and as declared by the Board of Dires;tdrever, on a sendgnnual basis. N
dividend or distribution other than a dividend @stdbution paid in Common Stock or in any othemiqr stock shall be declared or paid ot
aside for payment on the Common Stock or on angrgthmior 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. For the year ended Decen
31, 2006 $ 288,000 in dividends were accumulated.

Upon any liquidation, dissolution or winding up tife Corporation, whether voluntary or involuntagand after payment of any ser
liquidation preferences of any series of Prefe®ack and before any distribution or payment is enaith respect to any Common Stc
holders of each share of the Series B Preferrelll Ishantitled to be paid an amount equal in theatgr of (a) the face value denomini
thereon subject to adjustment for stock splitsclstdividends, reorganizations, reclassificationotiter similar events (the "Adjusted F
Value") plus, in the case of each share, an amequml to all dividends accrued or declared but ichfreereon, computed to the date payr
thereof is made available, or (b) such amount paresof the Series B Preferred immediately pricsuoh liquidation, dissolution or windi
up, or (c) the liquidation preference of $1.00 peare, and the holders of the Series B Preferralil st be entitled to any further paym
such amount payable with respect to the SerieseBRed being sometimes referred to as the "LididgddPayments."

Series C- Convertible Preferred stock

On November 13, 2006, the Company filed a Certiéioaf Designation creating a Series C ConvertibiefdPred Stock classification 1
100,000 shares. Subsequently amended on Janua2@da to 700,000 shares.

In December 2006, the Company issued 100,000 stafrets Series C Preferred stock in conjunctionhwihe acquisition of SF
Technologies, Inc. The shares of the Series C Peefa@are non voting and convertible, at the optibithe holder, into common shares
year from issuance. The number of common sharée tigsued per Series C share is adjusted basdieavérage closing bid price of
previous ten days prior to the date of conversiased on divided into $25.20 The shares issued wedteed at $25.20 per share, wt
represented the fair value of the common stoclstiaes are convertible into. None of the SeriesefeRed shareholders have exercised
conversion right and there are 100,000 sharesmdsS€ Preferred shares issued and outstandinguathivB1, 2007.

In January 2007, the Company issued 50,000 shdriés Series C Preferred stock in conjunction witle acquisition of Hydrid Lightir



Technologies, Inc. The shares of the Series C Peefa@are non voting and convertible, at the optibithe holder, into common shares
year from issuance. The number of common sharée tiesued per Series C share is adjusted basdteaverage closing bid price of
previous ten days prior to the date of conversiased on divided into $15.37 The shares issued wedteed at $15.37 per share, wt
represented the fair value of the common stoclstiaes are convertible into. None of the SeriesefeRed shareholders have exercised
conversion right and there are 50,000 shares i¢S€rPreferred shares issued and outstanding rah\d4, 2007.
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(Unaudited)

NOTE F-STOCKHOLDER'S EQUITY (continued)

Series C- Convertible Preferred stock (continued)

The holders of record of the Series C Preferred bleaentitled to receive cumulative dividends la rate of five percent per annum (5
compounded quarterly, on the face value ($25.00 $t% 37 per share) when, if and as declared byBtierd of Directors, if ever. A
dividends, when paid, shall be payable in cashatdhe option of the Company, in shares of the Gomwijs common stock. Dividends
shares of the Series C Preferred that have not teelemed shall be payable quarterly in arreargnwifi and as declared by the Boar
Directors, if ever, at the time of conversion. Tdebvidends are not recorded until declared byGbenpany. For the year ended March
2007 $-0- in dividends were accumulated.

Common stock

The Company has authorized 700,000,000 sharesnainom stock, with a par value of $.001 per shareofAdarch 31, 2007 and Decem
31, 2006 the Company has 223,274,757 and 128,278H4res issued and outstanding, respectively.

During the three months ended March 31, 2007 ,éreldonverted 10 shares of preferred sto€iass A into 500,000 shares of comr
stock. Each share of preferred stock is convertitite 50,000 shares of common stock.

In January 2007, the Company issued 25,564,00@sludits common stock on conversion of $247,496oofvertible debentures.

In January 2007, the Company issued 26,500,00@sludits common stock in connection with the asijon of Hybrid Lighting
Technologies, Inc.

In February 2007, the Company issued 24,309,80@stdd its common stock on conversion of $184,59%@avertible debentures.
In March 2007, the Company issued 18,021,800 sludriés common stock on conversion of $116,242afwertible debentures.
NOTE G -STOCK OPTIONS AND WARRANTS

Class A Warrants

The following table summarizes the changes in wasrautstanding and related prices for the sharteedCompany’s common stock issued
to shareholders at March 31, 2007:

Warrants Outstanding Warrants Exercisable
Weighted Average Weighted Weighted
Number Remaining Contractual Average Number Average
Exercise Price Outstanding Life (years) Exercise price  Exercisable Exercise Price

$0.01 100,00( 1.75 $0.01 100,00 $0.01
0.03 26,500,00 3.17 0.0:  26,500,00 0.03
0.06 45,000,00 6.53 0.0¢  45,000,00 0.03
0.10 20,641,50 5.67 0.1C  20,641,50 0.10
0.20 1,845,00! 0.50 0.2C 1,845,00! 0.20
0.25 1,758,501 1.75 0.2t 1,758,501 0.25
0.50 2,300,001 2.15 0.5C 2,300,001 0.50
1.05 1,750,001 1.75 1.0t 1,750,001 1.05

Transactions involving the Company’s warrant isg@aare summarized as follows:

Weighted Average
Number of Shares Price Per Share



Outstanding at December 31, 2005
Granted

Exercised

Canceled or expired

Outstanding at December 31, 2006
Granted

Exercised

Canceled or expired

Outstanding at March 31, 2007

16

48,431,12
68,750,00
(100,000
(17,186,12)
99,895,00

99,895,00




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2007
(Unaudited)

NOTE G -STOCK OPTIONS AND WARRANTS (continued)
For the year ended December 31, 2006, warrantdyt@d,000,000 were issued in connection with débancing. The warrants &

exercisable until seven years after date of issuaith 19,000,000 at a purchase price of $0.10spare, 45,000,000 at $0.06 per share.
19,000,000 warrants have a reset provision shivéldCompany issue shares below $0.10 per sharedixglaonversion of related debt.

For the year ended March 31, 2007, following wasarere issued in connection with services rendered

Number of warrants

purchase price per share:

Term (years)

1,000,000

$0.10

2.75

Employee Stock Options

The following table summarizes the changes in ogtioutstanding and the related prices for the sharthe Company's common stock iss
to employees of the Company under a non-qualifiredleyee stock option plan at March 31, 2007:

Options Outstanding

Options Exercisable

Weighted Average Weighted Weighted
Remaining Average Average
Exercise Number Contractual Life Exercise Number Exercise
Prices Outstanding (Years) Price Exercisable Price
$0.212! 2,000,00! 6.71 $0.212! 2,000,00! $0.212!
0.212¢ 2,000,00t 7.1z 0.212¢ 2,000,00t 0.212¢
0.02Z 20,500,00 9.62 0.02Z 20,500,00 0.02Z
0.029¢ 4,000,001 8.1C 0.029¢ 4,000,001 0.029¢
0.04 14,430,00 9.32 0.04 14,430,00 0.04
0.1¢C 9,502,30 7.01 0.1¢C 9,502,30 0.1C

Transactions involving stock options issued to exyy@és are summarized as follows:

Number of Shares

Weighted Average
Price Per Share

Outstanding at December 31, 2005 34,000,000 $ 0.07¢
Granted 34,930,00 0.02¢
Exercised (16,497,69) 0.037
Canceled or expired - -
Outstanding at December 31, 2006 52,432,30 0.0562
Granted - -
Exercised = =
Canceled or expired - -
Outstanding at March 31, 2007 52,432,300 $ 0.056:
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(Unaudited)

NOTE H -RELATED PARTY TRANSACTIONS

From time to time, the Company's principal officérave advanced funds to the Company for workingtalapurposes in the form
unsecured promissory notes, accruing interest %t tbt012% per annum. As of March 31, 2007and Decer@bg2006 , the balance due to
officers was $520,162 and $454,162, respectively.

NOTE | -COMMITMENTS AND CONTINGENCIES

Consulting Agreements

The Company has consulting agreements with outsiagractors, certain of whom are also Company s$toiclers. The Agreements
generally for a term of 12 months from inceptiord aenewable automatically from year to year unkeitiser the Company or Consult
terminates such engagement by written notice.

Operating Lease Commitments

The Company leases office space in Durham, NC dineayear lease expiring April, 2008 for an annzedl rent payment of $43,1.
Additionally the Company leases warehouse spacg month to month basis for $550 per month. At Ma&&h2007, schedule of the fut
minimum lease payments is as follows:

2007 $43,12°
2008 14,37¢
2009 -
2010 -

Litigation

The Company is subject to other legal proceedingiscéaims, which arise in the ordinary course @hitisiness. Although occasional adverse
decisions or settlements may occur, the Comparngues that the final disposition of such mattersuith not have a material adverse effec
its financial position, results of operations quiidity. There was no outstanding litigation asvte#frch 31, 2007.

NOTE J - BUSINESS CONCENTRATION

Sales to 3 major customers approximated $11,648% and 18,900 or 40% of total sales for the thmeaths ended March 31, 2007 .
2006, respectively.

Purchases from the Company's 3 major suppliersuated for 43% and 90% of total purchases for tlmeethmonths ended March 31, 2
and 2006, respectively.

NOTE K- GOING CONCERN MATTERS

The accompanying statements have been preparegangconcern basis, which contemplates the r#diz of assets and the satisfactio
liabilities in the normal course of business. Aswh in the accompanying financial statements, dglarfch 31, 2007, the Company incur
accumulated losses of $23,413,674. The Compary'rent liabilities exceeded its current assgt$h816,592 as of March 31, 2007. Tt
factors among others may indicate that the Compalhye unable to continue as a going concern fogasonable period of time.

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

If operations and cash flows continue to improvetigh these efforts, management believes that trap@ny can continue to oper:
However, no assurance can be given that managesnaetitns will result in profitable operations be tresolution of its liquidity problems.



The Company's existence is dependent upon managenadility to develop profitable operations andalge its liquidity problem:
Management anticipates the Company will attainitable status and improve its liquidity through tentinued developing, marketing ¢
selling of its services and additional equity inwesnt in the Company. The accompanying financetkesbhents do not include any adjustm
that might result should the Company be unabletdicue as a going concern.
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NOTE L - SUBSEQUENT EVENTS

The Company entered into a Securities Purchaseefrggrt with four accredited investors on April 1802 for the issuance of $400,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes were warrants to pureHa3000,000 shares of the Company
common stock. The Convertible Note accrues inteae886 per annum, payable quarterly, and are dwe thears 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) $0.0B)
25% of the average of the three lowest intradaginigaprices for the common stock on a principal keaifor the 20 trading days before,
not including, conversion date.

On April 18, 2007, the Company modified the exigtiterms of their convertible debentures dated Japte 23, 2004, April 23, 20C
October 24, 2005, December 28, 2005, March 31, 200 28, 2006, September 26, 2006 and DecembeR@D6 from the existir
applicable discount to 25% of the average of tmeetHowest intraday trading prices for the commimtls on a principal market for the
trading days before, but not including, conversiate.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion contains forwal@bking statements that are subject to significdsits and uncertainties about us,
current and planned products, our current and meganarketing and sales, and our projected restiltgperations. There are sewvi
important factors that could cause actual resultsliffer materially from historical results and pentages and results anticipated by
forwarddooking statements. The Company has sought toifgiethie most significant risks to its business, lbahnot predict whether or
what extent any of such risks may be realized aartbere be any assurance that the Company hagfiatkall possible risks that might ari
Investors should carefully consider all of suclksibefore making an investment decision with resfethe Company's stock. The follow
discussion and analysis should be read in conjpmatith the financial statements of the Company moigs thereto. This discussion she
not be construed to imply that the results disadi$sein will necessarily continue into the futuse that any conclusion reached herein
necessarily be indicative of actual operating tssil the future. Such discussion represents dmdy dest present assessment from
Management.

Overview

We are in the have been principally devoted togiesg, developing and marketing advanced lightiygtems that utilize white (a
other) light emitting diodes as illumination elertgen

We are developing and marketing new product apjidica of solidstate diodal illumination (TM) that demonstrate eddalue ove
traditional lighting systems. Using proprietarytirology, we are creating a family of products fask and accent lighting, emergency
security lighting, and specialized lighting systefimismilitary and Homeland Security. Our sobthte lighting technology offers extended |
life and greater cost effectiveness than othertiegisorms of illumination. We are expanding ourrketing activity into channels of ret:
commercial, institutional and military sales.

With our task and accent lighting, the target mtwkiaclude kitchen and bath cabinet manufacturdesijgner and installatir
contractors for the residential market. In the carial markets, our task and accent lighting présland emergency and security ligh
products address the lighting needs in hotels, itadlspnursing homes, airports, shopping centetsraaltiple family complexes; longerm
evacuation solutions for theaters, office and mubliildings; reduced maintenance cost solution@foperty managers as applied to walk\
corridor or landscape lighting. For our retail puots, our target customers include the home impnarg and consumer goods retailers.
the military and Homeland Security products, ougéd markets include all branches of the militang all government organizations prov
homeland security services such as border conbbaport security.

On January 16, 2007, we, along with UTEK Corporati specialty finance company focused on techiydi@nsfer, announced tl
we had acquired Hybrid Lighting Technologies, Ircwholly owned subsidiary of UTEK in a restrictstbck transaction. Hybrid Lightil
Technologies, Inc. holds a worldwide exclusive fige for an inorganic light emitting source for LEDsveloped at the University
California-Santa Barbara. The technology provides for the atetind practice for creating a white or multipldoced lighting source t
combining the photoluminescence from polymer andfganic films with emissions from an electricaflgwered, solid state, inorganic li
source.

On January 18, 2007, we announced today that wadnb introduce breakthrough lighting productsated through the combinati
of the hybrid organic / inorganic white and muléitar lighting technology acquired from the Univeysof CaliforniaSanta Barbara with tl
Scattered Photon Extractidf' (SPE) technology acquired from Rensselaer Polyiednstitute. Cyberlux will commercialize the resug
proprietary lighting technology as “Hybrid Whitedht” (HWL) and “Hybrid Multi-color Light” HML). The resulting lighting technolos
will yield a lower cost, more energy-efficient liging source than currently available in solid-staght-emitting diode (LED) solutions.

Traditional LED lighting sources produce light whansolidstate material emits a photon through a phosph@amdonversio
material to create white and muttlor light. With HWL and HML, the phosphor is repked with a less costly, more efficient polyme
organic film downconversion material. In addititine use of the SPE technology further improvedigiie output and efficacy of the resulti
light source. Because of the fundamental differeimcéhe nature of the HWL and HML technologies, \Wéend to broadly market t
technology across large lighting industry markegnsents through OEM licensing and our product sohsifor direct and indirect task ¢
accent lighting applications, indoor/outdoor doligiting applications, residential and office ligig applications, and military and Homel:
Security applications.

We acquired the worldwide exclusive rights to patg®66,393 “Hybrid Lightemitting Sources for Efficient and Cost Effec
White Lighting and for Full-Color Applications” fra the University of California Santa Barbara through a restricted stock transi
between Cyberlux Corporation, UTEK and the Uniugrsivhich include capital for the acceleration loé technology commercialization. 1



technology patent defines the method and praaticereating a white or multielored lighting source by combining the photoluesicence «
polymers and/or organic films with photon emissifnosn a solidstate inorganic light source. The principle investmclude Nobel Laurez
Dr. Alan Heeger and Dr. Steven DenBaars, Profesédfaterials and Co-Director of the Sol&tate Lighting Center at the University
California-Santa Barbara, who will advise us onfigbrid organic/inorganic lighting technology cormmeialization.
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Earlier in November 2006, we acquired the worldwéntelusive rights to the pending patents for that®ced Photon Extractiof!
technology and methods developed at Rensselaetebhjc Institute. The SPE technology enables Jahitting sources to operate ¢
higher luminous efficacy where traditional phosptmrdownconversion materials such as photolumierese polymers and/or organic fil
as defined by patent 5,966,393, are placed atitotatemote from the photon-emitting so$ithte inorganic light source. Specifically, the
of the SPE methods result in a greater than 60 péawement in light output and efficacy comparedtandard commercial white LEDs.

On January 25, 2007, we announced that we had etedptevelopment of the next generation of our Waég Portable Cove
lllumination System for the United States Air Foera shipped the next order to the Air Mobility Belab.

The Air Mobility Battlelab explores highayoff concepts, technologies, and tactics to aclvahe distinctive capabilities of Ra
Global Mobility and Agile Combat Support. The ngeneration WatchDog advanced sditdte LED security lighting system was develc
by Cyberlux in conjunction with the Air Mobility Béelab for the United States Air Force. Upon coetigin of the new system capabiliti
the WatchDog system was shipped to Fort Dix AirdedBase for use within the USAF Air Mobility Comnaan

The second generation WatchDog system providesigetghting for an exterior boundary of 600 x 6@kt with either visible ligl
or covert infrared light that is compatible wittght-vision goggles (NVGs), more than double the firshgration system. It was designe
protect military assets on the ground, such asigaae, by creating a 'lightless' zone arounddhkset while illuminating the surround
protection boundary. In covert illumination modeg system increases the visibility of NVGs by altrésfold.

The additional order for the second generation Wabg system, which costs $15,112 on the GSA comtveas placed by the #
Mobility Battlelab for field deployment within vasus USAF Commands.

As part of the procurement process, the USAF AibMiy Battlelab conducted a Best Value Determioati Sole Source study tl
evaluated the WatchDog system against any othelableaGeneral Services Administration (GSA) coati@pproved product and confirm
that the WatchDog system is one- okiad in its capabilities and the only product tmatets or exceeds the Battlelab's portable ¢
illumination system requirements.

We were one of 26 competing companies to submipgsals to develop a lightweight, portable lightsystem for both visib
lighting and infrared lighting compatible with nighision goggles. Cyberlux was selected during tf8AF competitive review process
develop the Portable Covert Illumination Systemjolvtweighs less than 50 pounds, including battefié® system can easily be carrie
remote locations and deployed quickly, and withhhjigefficient LED technology, the system can praviihhting for several days witk
single battery charge.

On February 12, 2007, we announced that our urigjightEye VaC™System was now fully operational and had been eediy tc
the United States Air Force (USAF). The USAF Air Mldy Battlelab (AMB) selected Cyberlux and awagdiéie Company a contract for
covert and visible lighting system. Our productsemthe important needs of the United States mylidefense initiatives of rapid glo!
mobility and agile combat readiness.

On March 21, 2007, we had successfully completedigid testing of the new BrightEye high-performarsolidstate LED lightin
system conducted by the United States Air ForceMability Battlelab at Fort Huachuca, AZ. The newightEye VaC Portable llluminatic
System is the latest product developed by us ffill fthe recent USAF contract for portable, battgugwered visible and covert lighti
systems.

As part of the new product introduction process, tISAF Air Mobility Battlelab conducts rigorous lifletesting of new products
environments that simulate actual usage. The Heigdlighting system was tested in both visible eodert lighting modes that demonstre
an advanced security lighting capability for foqm@tection or first responders; operated as anpagemt maintenance illumination syst
and performed as a ground operations lighting sofoca C130 aircraft. All testing scenarios exceeded Airkility Battlelab requirement
including operating surface illumination, systenttég-power runtime, deployment set-up times arslesy weight.

The illumination capacity of the BrightEye was maasl during the field test by the research unithef USAF. The Air Forc
Research Laboratory determined that two BrightBystesns working in tandem will provide an equivallavel of operational lighting as t
currently specified FL-1D floodlights that are usedtoss all Armed Services.
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The BrightEye VaC Portable Illumination System ésigined as a portable visible and infrared nigsibn compatible illuminatio
system for first responders, force protection,raftomaintenance, expeditionary airbase protectiemeral mission lighting and other porta
high4ntensity lighting applications. Contained in arsibadeployed wheeled carrying case and using azh@roptics, battery power &
advanced solid-state lighting technology, the Bifiyle system is capable of eliminating the spemesuming bulk, noise and ene
consumption issues associated with the currentrgemgowered incandescent lighting systems. Moreoves, BrightEye provides bo
standard white lighting and covert night-vision gmtible lighting which is not available in the titahal FL-1D floodlight.

Results of Operations
Three months ended March 31, 2007 compared toltheeTmonths ended March 31, 2006
REVENUES

Revenues for the three months ended March 31, R@0& $49,462 as compared to $47,200 for the sameddast yearRevenue i
basically unchanged from the prior year

OPERATING EXPENSES

Operating expenses for the three months ended Ma&rcB007 were $962,927 as compared to $1,393@2ihé same period enc
March 31, 2006. Included in the three months endadch 31, 2007 are $69,713 in expenses for markeeldpment and literature. T
compares to $38,826 for the three months ended iMatc 2006. Additionally we incurred non cash exggsnrelating to the issuance
common stock for services ( a non cash paymentc@a@pared to $762,250 for the same period last Waralso begin the amortization
our recently acquired patents with a $131,473 ahswgperations as compared to $-0- the prior year.

We reported an unrealized gain for the changeiinvédue or warrants and debt derivatives of $3,833 as compared to $2,323,1
Although the change of $1,200,646 is unrelatedutooperating activities, the increase is includedur reported quarterly net income.

As a result of limited capital resources and midinexenues from operations from its inception, veeérelied on the issuance
equity securities to non-employees in exchangesdovices. Our management enters into equity conapiensagreements with namployee
if it is in our best interest under terms and ctinds consistent with the requirements of Finan8iedounting Standards No. 123, Accoun
for Stock Based Compensation. In order to conserwelimited operating capital resources, we anétdpcontinuing to compensate non-
employees for services during the next twelve manithis policy may have a material effect on owutes of operations during the n
twelve months.

Liquidity and Capital Resources

As of March 31, 2007, we had a working capital cietof $2,816,592. This compares to a working alpieficit of $2,571,943 as
December 31, 2006. As a result of our operatingdssfor the three months ended March 31, 2007, emergted a cash flow deficit
$547,856 from operating activities. Cash flows jed by investing activities was $138,684 for theee months ended March 31, 2
primarily from the cash received with the acquisitiof Hybrid Lighting Technologies, Inc . Cash florom financing activities provid:
$39,893 from the borrowing on a long term basi$&8,000, net of repayments of $26,107 for the thmeaths ended March 31, 2007.

While we have raised capital to meet our workingited and financing needs in the past, additioiaricing is required in order
meet our current and projected cash flow deficienf operations and development.

By adjusting our operations and development tol¢lrel of capitalization, we believe we have su#iti capital resources to m
projected cash flow deficits through the next tveelmonths. However, if thereafter, we are not sugfoé$n generating sufficient liquidi
from operations or in raising sufficient capitatoerces, on terms acceptable to us, this could Aawaterial adverse effect on our busir
results of operations, liquidity and financial cdiuh.

Our independent certified public accountant hatedtan their report included in our December 310&€0Form 10KSB that we hav
incurred operating losses in the last two yeard, that we are dependent upon management's ahilitievelop profitable operations. Th
factors among others may raise substantial douditadur ability to continue as a going concern.
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April 2007 Stock Purchase Agreem

To obtain funding for our ongoing operations, weeeed into a Securities Purchase Agreement with &meredited investors
April 18, 2007, for the sale of (i) $400,000 in semd convertible notes, and (ii) warrants to puseh&0,000,000 shares of our common s
The investors purchased all of the secured corlemiotes on April 18, 2007.

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

The secured convertible notes bear interest at8&ture three years from the date of issuance, sndaavertible into our comm
stock, at the investors' option, at the lower »#$@.10 or (ii) 25% of the average of the threedstintraday trading prices for the comr
stock on the Over-Th&ounter Bulletin Board for the 20 trading days Ibefbut not including the conversion date. The fuihcipal amour
of the secured convertible notes is due upon defeder the terms of secured convertible notes.\ifdreants are exercisable until seven'y
from the date of issuance at a purchase price @f2$per share. In addition, the conversion price¢hef secured convertible notes and
exercise price of the warrants will be adjustedhi@ event that we issue common stock at a pricewb#ie fixed conversion price, bel
market price, with the exception of any securitesied in connection with the Securities Purchage@ment. The conversion price of
secured convertible notes and the exercise pritkeofvarrants may be adjusted in certain circuntgsusuch as if we pay a stock divide
subdivide or combine outstanding shares of comntooksinto a greater or lesser number of sharegake such other actions as wc
otherwise result in dilution of the selling stockder’s position. As of the date of this filing, the cension price for the secured convert
debentures and the exercise price of the warramts hot been adjusted. The selling stockholderg lcawntractually agreed to restrict tl
ability to convert or exercise their warrants aadeive shares of our common stock such that thébauf shares of common stock helc
them and their affiliates after such conversiomxercise does not exceed 4.9% of the then issudd@standing shares of common stocl
addition, we have granted the investors a secintigyest in substantially all of our assets andliattual property and registration rights.

May 2007 Stock Purchase Agreem

To obtain funding for our ongoing operations, wéeead into a Securities Purchase Agreement with douaredited investors on M
3, 2007, for the sale of (i) $150,000 in securedvestible notes, and (ii) warrants to purchase @@,000 shares of our common stock.
investors purchased all of the secured conventibtes on May 3, 2007.

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

The secured convertible notes bear interest atn@&tire three years from the date of issuance, endamvertible into our comm
stock, at the investors' option, at the lower »#$@.10 or (ii) 25% of the average of the threedstintraday trading prices for the comr
stock on the Over-Th&ounter Bulletin Board for the 20 trading days Ibefbut not including the conversion date. The fwihcipal amour
of the secured convertible notes is due upon defeder the terms of secured convertible notes.\iidreants are exercisable until seven'y
from the date of issuance at a purchase price @2$0er share. In addition, the conversion priceéhef secured convertible notes and
exercise price of the warrants will be adjustedhi@ event that we issue common stock at a pricewb#ie fixed conversion price, bel
market price, with the exception of any securitesied in connection with the Securities Purchage@ment. The conversion price of
secured convertible notes and the exercise pritkeofvarrants may be adjusted in certain circuntgtsusuch as if we pay a stock divide
subdivide or combine outstanding shares of comntooksinto a greater or lesser number of sharesake such other actions as wc
otherwise result in dilution of the selling stockder’s position. As of the date of this filing, the cension price for the secured convert
debentures and the exercise price of the warramts hot been adjusted. The selling stockholderg lcawntractually agreed to restrict tl
ability to convert or exercise their warrants aadeive shares of our common stock such that thébauef shares of common stock helc
them and their affiliates after such conversiomxercise does not exceed 4.9% of the then issuddw@standing shares of common stocl
addition, we have granted the investors a secimiigyest in substantially all of our assets andliattual property and registration rights.

We will still need additional investments in ordercontinue operations to cash flow break even.idatthl investments are bei
sought, but we cannot guarantee that we will be &bbbtain such investments. Financing transastinay include the issuance of equit
debt securities, obtaining credit facilities, ohet financing mechanisms. However, the tradingepoicour common stock and the downtur
the U.S. stock and debt markets could make it nddfieult to obtain financing through the issuanmafeequity or debt securities. Even if
are able to raise the funds required, it is possiftht we could incur unexpected costs and expefak® collect significant amounts owec
us, or experience unexpected cash requirementsvthdd force us to seek alternative financing. Rert if we issue additional equity or d
securities, stockholders may experience additidilation or the new equity securities may have tsgipreferences or privileges senio
those of existing holders of our common stock.ddiional financing is not available or is not dable on acceptable terms, we will hav
curtail our operations again.
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The proceeds received from the sale of the seaoedertible notes will be used for business devalemt 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. 15Ac¢ounting for certain Hybrid Financial Instrumerdas amendment of FA!
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 dvaeduire bifurcation, clarifies which interest-prtrips and principabnly strips are ni
subject to the requirements of Statement No. 13@béishes a requirement to evaluate interest®durgized financial assets to iden
interests that are freestanding derivatives or #hathybrid financial instruments that contain ambedded derivative requiring bifurcati
clarifies that concentrations of credit risk in floem of subordination are not embedded derivatiaesl amends SFAS No. 140 to elimit
the prohibition on a qualifying special purposeitgrfrom holding a derivative financial instrumethiat pertains to a beneficial interest o
than another derivative financial instrument. SF¥SS is effective for all financial instruments ated or issued after the beginning of
entity’s first fiscal year that begins after September2l®6. We do not expect the adoption of SFAS 15batwe a material impact on «
consolidated financial position, results of opemasi or cash flows.

In March 2006, the FASB issued FASB Statement Ni&, Accounting for Servicing of Financial Assetanr amendment to FAS
Statement No. 140. Statement 156 requires thahtty eecognize a servicing asset or servicingiligheach time it undertakes an obligat
to service a financial asset by entering into &isercontract under certain situations. The newdsad is effective for fiscal years beginr
after September 15, 2006. The adoption of SFAS Bé&did not have a material impact on the Compafity&cial position and results
operations.

In July 2006, the FASB issued Interpretation No.(BBN 48). “ Accounting for uncertainty in Income Taxe&IN 48 clarifies th
accounting for Income Taxes by prescribing the mimh recognition threshold a tax position is reqiiit@ meet before being recognize:
the financial statements. It also provides guidamtalerecognition, measurement, classificatiorgregt and penalties, accounting in inte
periods, disclosure and transition and clearly ssapcome taxes out of SFAS 5Atcounting for ContingenciesFIN 48 is effective fc
fiscal years beginning after December 15, 2006. h&'ee not yet evaluated the impact of adopting F8No# our consolidated financ
position, results of operations and cash flows.

In September 2006 the Financial Account Standamed(the “FASB”)issued its Statement of Financial Accounting Stat&ld57
Fair Value Measurements. This Statement definesédile, establishes a framework for measuringvalue in generally accepted accoun
principles (GAAP), and expands disclosures aboutvi@ue measurements. This Statement applies uwtther accounting pronounceme
that require or permit fair value measurements,Bbard having previously concluded in those acdognpronouncements that fair valu
the relevant measurement attribute. Accordinglig, 8tatement does not require any new fair valuasmements. However, for some enti
the application of this Statement will change cotngractice. FAS 157 effective date is for fiscahys beginning after November 15, 2(
The Company does not expect adoption of this standdl have a material impact on its financial fims, operations or cash flows.
Non-GAAP Financial Measures

The financial statements appearing in this quartexport on Form 1@SB do not contain any financial measures whichnateir
accordance with generally accepted accounting proes.

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

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

Product Research and Development

We anticipate incurring approximately $500,000esaarch and development expenditures in connewftbrthe development of o
portable boundary lighting system, Aeon cabindttiigg and RelyOn Power Light Plant during the neslve months.

Theseprojected expenditures are dependent upon our giamgrrevenues and obtaining sources of finanaingxicess of our existil



capital resources. There is no guarantee that Webaisuccessful in raising the funds required enayating revenues sufficient
fund the projected costs of research and developctheing the next twelve months.
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Acquisition or Disposition of Plant and Equipment

We do not anticipate the sale of any significamiperty, plant or equipment during the next twelvenths. We do not anticipate -
acquisition of any significant property, plant gugment during the next 12 months.
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ITEM 3. CONTROLS AND PROCEDURES
(a) Evaluation of disclosure controls and procedure

Our management, with the participation of our clarécutive officer and chief financial officer, éwated the effectiveness of «
disclosure controls and procedures pursuant to Reael5 under the Securities Exchange Act of 1934 adath 31, 2007. In designing &
evaluating the disclosure controls and procedumesiagement recognizes that any controls and preegdoo matter how well designed
operated, can provide only reasonable assuranaehiéving the desired control objectives. In additithe design of disclosure controls
procedures must reflect the fact that there areures constraints and that management is requiregpply its judgment in evaluating -
benefits of possible controls and procedures keddt their costs.

Based on our evaluation, our chief executive offmed chief financial officer concluded that ousaosure controls and procedt
are designed at a reasonable assurance level areffactive to provide reasonable assurance tliatiation we are required to disclost
reports that we file or submit under the Exchangt i8 recorded, processed, summarized and repwitbdh the time periods specified
Securities and Exchange Commission rules and foand, that such information is accumulated and comicated to our manageme
including our chief executive officer and chiefdimrcial officer, as appropriate, to allow timely @éuns regarding required disclosure.

(b) Changes in internal control over financial repng.
We regularly review our system of internal contekr financial reporting and make changes to oocgsses and systems to impi
controls and increase efficiency, while ensuringttive maintain an effective internal control enmiment. Changes may include s

activities as implementing new, more efficient sys$, consolidating activities, and migrating preess

There were no changes in our internal control éwancial reporting that occurred during the perdadered by this Quarterly Rep
on Form 10-QSB that have materially affected, erraasonably likely to materially affect, our imtak 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 irotidénary course of busine
However, litigation is subject to inherent uncenrtas, and an adverse result in these or otherensathay arise from time to time that r
harm our business. We are currently not aware gfsarcth legal proceedings or claims that we beliaile have, individually or in th
aggregate, a material adverse affect on our busifieancial condition or operating results.

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

During the three months ended March 31, 20@/# issued 500,000 shares of common stock focoheersion of 10 shares of Cl
A preferred stock. The shares were issued purdaant exemption under Section 4(2) of the Secsrifiet of 1933.

In January 2007, we issued 26,500,000 shares ofmoomstock and 50,000 shares of Series C convertitdéerred stock |
connection with the acquisition of Hybrid Lightifigegchnologies, Inc. The shares were issued pursaart exemption under Section 4(2
the Securities Act of 1933.

Item 3. Defaults Upon Senior Securities.

We are currently in default pursuant to secured/edible notes issued pursuant to securities pselgreements dated Septer
23, 2004, April 22, 2005 and October 24, 2005,msraled (the "SPAs"). Pursuant to the SPAs, welaligated to have two times the num
of shares that the secured convertible notes ameectible into registered pursuant to an effectegistration statement. We filed a registra
statement on Form SB-as amended, that was declared effective by ¢teries and Exchange Commission on November Q@4 2As
result of the drop in our stock price, the shafesoomnmon stock underlying the secured convertildes that were registered on the SBre
not sufficient to cover the conversion of the sedutonvertible notes issued pursuant to the Sepe®) 2004 SPA.

In addition, pursuant to the April 22, 2005 and @betr 24, 2005 SPA, we were required to file a tegfion statement within 45 de
of closing and have the registration statementéffe within 105 days of closing. On May 20, 200& filed a registration statement on F
SB-2 registering shares underlying the convertiloiees. On September 16, 2006, we withdrew the tragjisn statement.

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

None.

Item 5. Other Information.
None.

Iltem 6. Exhibits

31.1 Certification of Chief Executive Officer pursuantRule 13a-14 and Rule 18dHa), promulgated under the Securities and Exat
Act of 1934, as amended

31.2  Certification of Chief Financial Officer pursuamt Rule 13at4 and Rule 15d 14(a), promulgated under the Seuiand Exchang
Act of 1934, as amended

32.1 Certification pursuant to 18 U.S.C. Section 1350,adopted pursuant to Section 906 of the Sarb@mésy Act of 2002 (Chie
Executive Officer)

32.2  Certification pursuant to 18 U.S.C. Section 135,adopted pursuant to Section 906 of the Sarb@mésy Act of 2002 (Chie
Financial Officer)
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SIGNATURES

In accordance with requirements of the Exchange thetregistrant caused this report to be signeitisdpehalf by the undersigned, theret

duly authorized.

Date: May 21, 2007

Date: May 21, 2007

CYBERLUX CORPORATION
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EXHIBIT 31.1

CYBERLUX CORPORATION
OFFICER’S CERTIFICATE PURSUANT TO SECTION 302

I, Donald F. Evans, certify that:

1. | have reviewed this quarterly report on Form 10BQ@$ Cyberlux Corporation;

2. Based on my knowledge, this report does not coraajnuntrue statement of a material fact or omatade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmislegding with respect to t
period covered by this report;

3. Based on my knowledge, the financial statement,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the small business issuef,zend for, the periods preser
in this report;

4. The small business issuer's other certifying off&eand | are responsible for establishing andnta@iing disclosure controls a
procedures (as defined in Exchange Act Rules 18a}¥nd 15dt5(e)) and internal control over financial repagtifas defined i
Exchange Act Rules 13a-15(f) and 15d-15(f)) forghwll business issuer and have:

(&) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned und
our supervision, to ensure that material infornmati@lating to the small business issuer, includitsy consolidate
subsidiaries, is made known to us by others withose entities, particularly during the period ihigh this report is beir
prepared,;

(b) [Omitted pursuant to SEC Release No. 33-8238];

(c) Evaluated the effectiveness of the small businesiser's disclosure controls and procedures anémieskin this report o
conclusions about the effectiveness of the disceosontrols and procedures, as of the end of thiegpeovered by th
report based on such evaluation; and

(d) Disclosed in this report any change in the smadifess issuer's internal control over financiabrépg that occurred durit
the small business issuer's most recent fiscaltguéthe small business issuer's fourth fiscal tguan the case of an ann
report) that has materially affected, or is reabbnbkely to materially affect, the small busingssuer's internal control o\
financial reporting; and

5. The small business issuer's other certifying off&eand | have disclosed, based on our most reneattation of internal control ov
financial reporting, to the small business issugunditors and the audit committee of the smalliess issuer's board of directors
persons performing the equivalent functions):

(&) All significant deficiencies and material weaknesg®e the design or operation of internal controéofinancial reportin
which are reasonably likely to adversely affect sineall business issuer's ability to record, proceseimarize and repi
financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significd@tin the sma
business issuer's internal control over finanagabrting.

Date: May 21, 2007

/s DONALD F. EVANS

Donald F. Evans
Chief Executive Officer







EXHIBIT 31.2
CYBERLUX CORPORATION
OFFICER’S CERTIFICATE PURSUANT TO SECTION 302

[, David D. Downing, certify that:

1. | have reviewed this quarterly report on Form 10BQ@$ Cyberlux Corporation;

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to t
period covered by this report;

3. Based on my knowledge, the financial statement,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the small business issuef,eend for, the periods preser
in this report;

4. The small business issuer's other certifying off&eand | are responsible for establishing andnta&iing disclosure controls a
procedures (as defined in Exchange Act Rules 18a}Xnd 15dt5(e)) and internal control over financial repagtifas defined i
Exchange Act Rules 13a-15(f) and 15d-15(f)) forgheall business issuer and have:

(&) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned und
our supervision, to ensure that material infornmati@lating to the small business issuer, includitsy consolidate
subsidiaries, is made known to us by others withose entities, particularly during the period ihigh this report is beir
prepared;

(b) [Omitted pursuant to SEC Release No. 33-8238];

(c) Evaluated the effectiveness of the small businesiser's disclosure controls and procedures anémeskin this report o
conclusions about the effectiveness of the disctosontrols and procedures, as of the end of thiegpeovered by th
report based on such evaluation; and

(d) Disclosed in this report any change in the smadifess issuer's internal control over financiabrépg that occurred durit
the small business issuer's most recent fiscaltguéhe small business issuer's fourth fiscal tguan the case of an ann
report) that has materially affected, or is reabbnbkely to materially affect, the small busingssuer's internal control o\
financial reporting; and

5. The small business issuer's other certifying off€eand | have disclosed, based on our most resetbation of internal control ov
financial reporting, to the small business issugunditors and the audit committee of the smalliess issuer's board of directors
persons performing the equivalent functions):

(&) All significant deficiencies and material weaknesge the design or operation of internal controéwofinancial reportin
which are reasonably likely to adversely affect sineall business issuer's ability to record, proceseimarize and repi
financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significd@tin the sma
business issuer's internal control over finanagbrting.

Date: May 21, 2007

/s/ David D. Downing

David D. Downing
Chief Financial Officer







Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly report of Cyberidgrporation (the “Company”) on Form IQSB for the period ending March :
2007 as filed with the Securities and Exchange Cmasion on the date hereof (the “Report})Donald F. Evans, Chief Executive Officel
the Company, certify, pursuant to 18 U.S.C. secdio® of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities and Exgkafct of 1934; and

(2 The information contained in the Report fairly mmets, in all material respects, the financial ctiadi and result ¢
operations of the Company.

A signed original of this written statement reqdit®y Section 906 has been provided to Cyberlux @wappn and will be retained
Cyberlux Corporation and furnished to the Secwgiiad Exchange Commission or its staff upon request

Date: May 21, 2007 By: /s/ DONALD F. EVANS
Donald F. Evans
Chief Executive Officer




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly report of Cyberidgrporation (the “Company”) on Form IQSB for the period ending March :
2007 as filed with the Securities and Exchange C@sion on the date hereof (the “Report})David D. Downing, Acting Chief Financ
Officer of the Company, certify, pursuant to 18 WL Ssection 906 of the Sarbanes-Oxley Act of 2002t;

1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities and Exgkafct of 1934; and

(2 The information contained in the Report fairly mmets, in all material respects, the financial ctiadi and result ¢
operations of the Company.

A signed original of this written statement reqdit®y Section 906 has been provided to Cyberlux @wappn and will be retained
Cyberlux Corporation and furnished to the Secwgiiad Exchange Commission or its staff upon request

Date: May 21, 2007 By: /s/ DAVID D. DOWNING
David D. Downing
Chief Financial Officer




