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U.S. SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)

QUARTERLY REPORT UNDER SECTION 13 or 15(d) OF TIBECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2008.
OR

O TRANSITION REPORT UNDER SECTION 13 or 15(d) OF EFSECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 000-33415

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

Nevada 91-2048978
(State of Incorporation) (IRS Employer Identification No.)

4625 Creekstone Drive
Suite 130
Research Triangle Park
Durham, NC 27703
(Address of Principal Executive Offices)
(919) 474-9700
Issuer's Telephone Number

Indicate by check mark whether the issuer (1) fd#aeports required to be filed by Section 136¢d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for sudrtsh period that the registrant was requiredltoduch reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes[X] NdJ

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

Large accelerated Filer accelerated filer non-accelerated filer Smaller reporting Company
O O O
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act).
Yes O Ndx]

Number of shares outstanding of the is’'s Common Stock as of May 14, 2008: 581,806,183
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CYBERLUX CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Current assets:
Cash & cash equivalents
Accounts receivable, net of allowance for doub#fttounts of $8,646
Inventories, net of allowance of $43,333
Other current assets

Total current assets

Property, plant and equipment, net of accumulaggmtetiation of $176,150 and $169,171,
respectively

Other assets

Deposits

Patents and development costs, net of accumulatediaation of $951,111 and $819,639,
respectively

Total other assets

Total Assets

LIABILITIES AND DEFICIENCY IN STOCKHOLDERS' EQUITY
Current liabilities:

Cash overdraft

Accounts payable

Accrued liabilities

Short-term notes payable - related parties

Short-term notes payable

Short-term convertible notes payable

Total current liabilities

Long-term liabilities:
Derivative liability relating to convertible debemés
Warrant liability relating to convertible debentsire

Total long-term liabilities
Total liabilities

Commitments and Contingencies

Redeemable Series A convertible preferred stock0par value; 200 shares designated, 26.9¢
and 28.9806 issued and outstanding as of MarcB@18 and December 31, 2007, respectively;
liguidation preference of $219,892 and $231,846fd3ecember 31, 2007 and 2006, respectively

DEFICIENCY IN STOCKHOLDERS' EQUITY

Class B convertible preferred stock, $0.001 pane/aB,650,000 shares designated; 3,650,000 st
issued and outstanding for March 31, 2008 and Dbeeil, 2007; liquidation preference of
$3,650,000 as of March 31, 2008 and December 3I7 20

Class C convertible preferred stock, $0.001 pare;af00,000 shares designated; 150,000 share

(unaudited)

March 31, December 31,

2008 2007
71,56( 62€
72,10: 77,81¢
143,27 157,37¢
19,77¢ 10,00(
306,71: 245,82(
67,62¢ 74,607
24,40( 24,40(
3,023,86: 3,155,33!
3,048,26: 3,179,73!
3,422,60: 3,500,16;
- 33,17¢
851,25( 733,53¢
2,567,92. 2,345,13:
407,82: 397,06
169,85 196,06°
4,005,43! 3,050,51I
8,002,28: 6,755,49I
18,309,89 17,334,62
3,790,25 4,509,53
22,100,14 21,844,15
30,102,43 28,599,64
134,90( 144,90(
3,65( 3,65(



issued and outstanding for March 31, 2008 and Dbeeil, 2007, liquidation preference of

$3,863,240 and $3,823,230, as of March 31, 2008sw@mber 31, 2007, respectively 15C 15C
Common stock, $0.001 par value, 700,000,000 slzartmrized; 566,806,181and 552,342,881

shares issued and outstanding as of March 31, 20@®ecember 31, 2007 566,80t 552,34:
Additional paid-in capital 15,854,39 15,286,70
Accumulated deficit (43,239,72) (41,087,23)
Deficiency in stockholders' equity (26,814,72) (25,244,38)
Total liabilities and (deficiency) in stockholdeesjuity $ 3,422,60. $ 3,500,16:

The accompanying notes are an integral part oktheadensed consolidated financial statements




CYBERLUX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited)

Three months ended March 31,

2008 2007

REVENUE: $ 186,83¢ $ 49,46:
Cost of goods sold (104,56 (40,320

Gross margin (loss) 82,27¢ 9,147
OPERATING EXPENSES:
Depreciation 6,97¢ 5,93¢
Research and development 152 69,71
General and administrative expenses 715,07¢ 887,28(
Total operating expenses 722,20¢ 962,92
NET LOSS FROM OPERATION: (639,93) (953,78
Unrealized gain (loss) relating to adjustment afvdgive and warrant liability to fair value of
underlying securities (255,98 3,523,83.
Interest expense, net (796,64 (527,80()
Debt acquisition costs (459,92)) 11,42(
Net Income (loss) before provision for income ta (2,152,48,) 2,053,66'
Income taxes (benefit) - -
INCOME (LOSS) AVAILABLE TO COMMON STOCKHOLDERS $ (2,152,48) $ 2,053,66'
Weighted average number of common shares outsigdiudisic 557,490,41 189,015,02
Weighted average number of common shares outsigdfdliy diluted Note A Note A
Income (loss) per share-basic $ (0.00) $ 0.01
Loss per share - fully diluted Note A Note A
Preferred dividend $ 24,000 $ 24,00(

The accompanying notes are an integral part oktheadensed consolidated financial statements




CYBERLUX CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW

(unaudited)
Three months ended March 31,
2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) available to common stockhols $ (2,152,48) $ 2,053,66'
Adjustments to reconcile net income (loss) to azstd in operating activities
Depreciation 6,97¢ 5,93¢
Amortization 131,47 131,47:
Common stock issued in connection issuance of debt 385,10¢ -
Common stock issued in connection with servicedessd 2,30 -
Beneficial conversion feature relating to convéetidbebenture 184,73t -
Accretion of convertible notes payable 454,92! 401,09¢
Unrealized (gain) loss on adjustment of derivatine warrant liability to fair value of underlying
securities 255,98t (3,523,83)
(Increase) decrease in:
Accounts receivable 5,712 116,42!
Inventories 14,10¢ (8,809
Prepaid expenses and other assets (9,776 10,41:
Increase (decrease) in:
Cash overdraft (33,179 -
Accounts payable 117,71. 168,16°
Accrued liabilities 222.79( 97,60
Net cash (used in) operating activit (413,61) (547,85¢)
CASH FLOWS FROM INVESTING ACTIVITIES:
Net cash acquired in connection with acquisitiofdgbrid Lighting Technologies, In - 150,00(
Acquisition of fixed assets - (11,316
Net cash provided by investing activitit - 138,68«

CASH FLOWS FROM FINANCING ACTIVITIES:

Net proceeds from issuance of convertible debes 500,00t -
Proceeds from exercise of warrants - -
Proceeds from sale of warrants - -

Net proceeds (payments) from borrowing on long teasis (26,219 (26,107
Net proceeds (payments) to notes payable, relatdtbs 10,75¢ 66,00(
Net cash provided by financing activitie 484 54! 39,89:
Net increase (decrease) in cash and cash equis 70,93« (369,279
Cash and cash equivalents at beginning of period 62€ 395,81;
Cash and cash equivalents at end of period $ 71,56 $ 26,53

Supplemental disclosures:
Interest Paid $ - $ -
Income Taxes Paid - -

NON-CASH INVESTING AND FINANCING ACTIVITIES:
Unrealized (gain) loss in adjustment of derivativel warrant liability to fair value of underlying

securities 255,98t (3,523,83)

The accompanying notes are an integral part oktbeadensed consolidated financial statements






CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES

General

The accompanying unaudited condensed financiarstts have been prepared in accordance with atiegyminciples generally accepted
in the United States of America for interim finaaldinformation and the instructions to Form 10-@cérdingly, they do not include all of the
information and footnotes required by generallyepted accounting principles for complete finanstatements.

In the opinion of management, all adjustments (isting of normal recurring accruals) consideredassary for a fair presentation have been
included. Accordingly, the results from operatidoisthe three period ended March 31, 2008, aranaoessarily indicative of the results that
may be expected for the year ended December 38, 0@ unaudited condensed financial statementddie read in conjunction with the
December 31, 2007 financial statements and foodribiereto included in the Company's FormKEB for the year ended December 31, 2(
Business and Basis of Presentation

Cyberlux Corporation (the "Company") is incorpothtsn May 17, 2000 under the laws of the State ofadda. Until December 31, 2004,

Company was a development state enterprise asedefinder Statement on Financial Accounting Starsd&td.7, Development Sta
Enterprises ("SFAS No.7"). The Company developshufectures and markets lomgrm portable lighting products for commercial

industrial users. While the Company has generagdnues from its sale of products, the Companyifmagred expenses, and susta
losses. Consequently, its operations are subjeadt tisks inherent in the establishment of a newsibess enterprise. As of March 31, 2008
Company has accumulated losses of $43,239,723.

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

Revenue Recognition

Revenues are recognized in the period that prodaretsprovided. For revenue from product sales,Gbenpany recognizes revenue
accordance with Staff Accounting Bulletin No. 1REVENUE RECOGNITION ("SAB104"), which supersede@dfStAccounting Bulletil
No. 101, REVENUE RECOGNITION IN FINANCIAL STATEMENS ("SAB101"). SAB 101 requires that four basicemi# must be m
before revenue can be recognized: (1) persuasidemse of an arrangement exists; (2) delivery lasioed; (3) the selling price is fixed ¢
determinable; and (4) collectability is reasonadgured. Determination of criteria (3) and (4)lzased on management's judgments rega
the fixed nature of the selling prices of the pradudelivered and the collectability of those antsuRrovisions for discounts and rebate
customers, estimated returns and allowances, dret adjustments are provided for in the same pdhedrelated sales are recorded.
Company defers any revenue for which the produstried been delivered or is subject to refund with time that the Company and
customer jointly determine that the product hasbaalivered or no refund will be required. At Margh, 2008 and December 31, 2007,
Company did not have any deferred revenue.

SAB 104 incorporates Emerging Issues Task Forc@10(0“EITF 00-21"), MULTIPLE DELIVERABLE REVENUE ARRANGEMENTS
EITF 0021 addresses accounting for arrangements thatmeaive the delivery or performance of multiple puats, services and/or rights
use assets. The effect of implementing EITF 00+2the Company’s financial position and results pémtions was not significant.
Reclassification

Certain reclassifications have been made in peair'g financial statements to conform to classiftres used in the current year.

Concentrations of Credit Risk

Financial instruments and related items which pdéiy subject the Company to concentrations oflitreésk consist primarily of cash, ce
equivalents and trade receivables. The Compangegli#s cash and temporary cash investments witlitayeality institutions. At times, su
investments may be in excess of the FDIC insuréimie The Company periodically reviews its trageeivables in determining its allowal
for doubtful accounts. At March 31, 2008 and Decen81i, 2007, allowance for doubtful receivable $8%546.




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )

Stock based compensation

On December 16, 2004, the Financial Accounting &iests Board (FASB) issued FASB Statement No. 128Rised 2004), SharBase!
Payment" which is a revision of FASB Statement M®3, "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 incomesatant based on their fair values. Pro-
forma disclosure is no longer an alternative. Htdgement does not change the accounting guidanshére based payment transactions
parties other than employees provided in Statero&rRinancial Accounting Standards No. 123(R). Teiatement 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 effective dé the provisions of this statement. The effe
this amendment by the SEC is that the Company di@admply with Statement 123R and use the Fair Vhaged 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 afteruday 1, 2006 was determined as of grant datezintil 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 Note | below, the Comparanted stock options over the years to employdéate Company under a non-
qualified employee stock option plan. As of Decenttie 2005, 34,000,000 stock options were outstandnd exercisable.

In prior years, the Company applied the intrinsddwe method prescribed in Accounting Principles rBofd’/APB”) Opinion No. 2
“Accounting for Stock Issued to Employeey’account for the issuance of stock options toleyges and accordingly compensation exp
related to employeestock options were recognized in the prior yeaaritial statements to the extent options grante@rustck incentiv
plans had an exercise price less than the market v the underlying common stock on the daterahg

For the year ended December 31, 2006, the Compampegl 34,930,000 stock options to employees widhraise prices of $0.022 to $0
per share expiring ten years from date of issuahie.fair value of the options was determined usiregBlackScholes option pricing moc
with the following assumptions: expected divideneld: 0%; volatility from 364% to 373%; risk freaterest rate from 4.57% to 5.04%. -
fair value of $1,131,500 was recorded as a cupenbd charge to earnings.

Net Income (loss) Per Common Sh

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

Three Months Ende
March 31, 2007

Net income used in computing basic net income pare $ 2,053,66
Impact of assumed assumptions:

Accretion of convertible debenture charged to Egéexpense 401,09¢
Impact of equity classified as liability:

Gain on warrant liability marked to fair value (3,523,83)
Net loss in computing diluted net loss per sh $ (1,069,06)

The weighted average shares outstanding used ipattie net income per share computations for theetmonths ended March 31, 2007
189,015,023. In determining the number of sharesdum computing diluted loss per share, the Compadged approximate
1,201,705,941potentially dilutive securities foe tthree months ended March 31, 2007. The potentidlitive securities added were mo:
attributable to the warrants, options and conviertitebentures outstanding. As a result, the dilldsd per share for the three months e
March 31, 2007 was $0.00.






CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )

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 teentiperiod earnings of $131,472 for the three moetided March 31, 2008 and 2(

Patents are comprised of the following:

Net carrying value ¢

Accumulated amortizatic March
Description Cost and impairments 31, 2008
Development costs $ 293,75( $ 293,75( $ -0-
Patents 2,294,22. 409,68 1,884,54.
Patents 1,387,00! 247,67¢ 1,139,32.
Total $ 3,974,97. $ 951,11: $ 3,023,86:

Derivative Financial Instruments

The Company's derivative financial instruments ¢sirgf embedded derivatives related to the 10% feekcCGonvertible Debentures (see M
D). These embedded derivatives include certain exsion features, variable interest features, cptloas and default provisions. 1
accounting treatment of derivative financial ingtents requires that the Company record the devestand related warrants at their
values as of the inception date of the Note Agree#naad at fair value as of each subsequent balaheet date. In addition, under
provisions of EITF Issue No. 009, "Accounting for Derivative Financial Instrumenbdexed to, and Potentially Settled in, a Com{za@yr
Stock,” as a result of entering into the Notes, @@npany is required to classify all other remployee stock options and warrant:
derivative liabilities and mark them to market atle reporting date. Any change in fair value indlesof modifications of terms will k
recorded as non-operating, noash income or expense at each reporting datbelfair value of the derivatives is higher at thbsequer
balance sheet date, the Company will record a pamading, norcash charge. If the fair value of the derivativesower at the subsequ
balance sheet date, the Company will record nomabipg, non-cash income. Conversimlated derivatives were valued using the intri
method and the warrants using the Black Scholem@ptricing Model with the following assumptionsvidend yield of 0%; annual volatili
of 528%; and risk free interest rate from 3.3698.10%. The derivatives are classified as long-téabilities.

Registration rights

In with raising capital through the issuance of @Gantible Notes, the Company has issued conventielentures and warrants in that have
registration rights with liquidated damages for timelerlying shares. As the contract must be selttjethe delivery of registered shares and
the delivery of the registered shares is not cdietfdy the Company, pursuant to EITF 00-19, “Aauting for Derivative Financial
Instruments Indexed to, and Potentially Settlecdi@ompany’s Own Stock”, the net value of the efdinderlying embedded derivative and
warrants at the date of issuance was recordedlziftles on the balance sheet. Liquidated damagegstimated and accrued as a liability at
each reporting date. The Company has accrued immagstl $620,659 in liquidation damages.

Recent accounting pronouncements

In July 2006, the FASB issued Interpretation No(BBN 48). “Accounting for uncertainty in Income Xes”. FIN 48 clarifies the accountil
for Income Taxes by prescribing the minimum rectignithreshold a tax position is required to meafoke being recognized in the finan
statements. It also provides guidance on deredognimeasurement, classification, interest and Itiesa accounting in interim periot
disclosure and transition and clearly scopes inctares out of SFAS 5, “Accounting for ContingentidsIN 48 is effective for fiscal yee
beginning after December 15, 2006. The Companynbaget evaluated the impact of adopting FIN 48an consolidated financial positic
results of operations and cash flows.

In September 2006 the Financial Account Standamird (the “FASB”)issued its Statement of Financial Accounting Staigld57, Fa



Value Measurements. This Statement defines faineyadstablishes a framework for measuring fair e/atugenerally accepted accoun
principles (GAAP), and expands disclosures aboutvidue measurements. This Statement applies utther accounting pronounceme
that require or permit fair value measurements,Bbard having previously concluded in those acdognpronouncements that fair valu
the relevant measurement attribute. Accordinglig, Btatement 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.




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (continued )

Recent accounting pronouncements (continued)

In September 2006 the FASB issued its Statemeriimdncial Accounting Standards 158 “Employefgicounting for Defined Bene
Pension and Other Postretirement Plaiifis Statement improves financial reporting by iggg an employer to recognize the overfunde
underfunded status of a defined benefit postretrgrplan (other than a multiemployer plan) as aetaar liability in its statement of financ
position and to recognize changes in that fundatlistin the year in which the changes occur thraxahprehensive income of a busir
entity or changes in unrestricted net assets aftdan-profit organization. This Statement also improviesificial reporting by requiring

employer to measure the funded status of a plaof dse date of its yeagnd statement of financial position, with limitedceptions. Th
effective date for an employer with publicly tradegluity securities is as of the end of the fisadryending after December 15, 2006.
Company does not expect adoption of this standétdhawve a material impact on its financial positimperations or cash flows.

In December 2006, the FASB issued FSP EITF 00-18«2ounting for Registration Payment Arrangemerit&=$P 00-19 2") which
addresses accounting for registration payment geraents. FSP 00-12 specifies that the contingent obligation to makare payments
otherwise transfer consideration under a registngtiayment arrangement, whether issued as a seayaement or included as a provi
of a financial instrument or other agreement, sticag separately recognized and measured in acamdaith FASB Statement No.
Accounting for Contingencies. FSP 00-Dfurther clarifies that a financial instrument gdb to a registration payment arrangement st
be accounted for in accordance with other applegenerally accepted accounting principles withregard to the contingent obligatior
transfer consideration pursuant to the registrapjagment arrangement. For registration paymenmngemments and financial instrume
subject to those arrangements that were enteredpmor to the issuance of EITF 00-29-this guidance shall be effective for finan
statements issued for fiscal years beginning &fesrember 15, 2006 and interim periods within tHigszal years. The Company adopted
00-19-2 in the preparation of the financial statetae

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 instnis, and certain other items, at fair value. SEAS applies to reporting peric
beginning after November 15, 2007. The adoptioS8EAS 159 is not expected to have a material impat¢he Company financial conditio
or results of operations.

In December 2007, the FASB issued SFAS No. 141BRyihess Combinations" ("SFAS No. 141(R)"), whictablishes principles a
requirements for how an acquirer recognizes andsurea in its financial statements the identifisddsets acquired, the liabilities assur
and any noncontrolling interest in an acquireeluiding the recognition and measurement of goodagfjuired in a business combinat
SFAS No. 141R is effective as of the beginninghef first fiscal year beginning on or after Decemb®r2008. Earlier adoption is prohibi
and the Company is currently evaluating the efféany, that the adoption will have on its finaaicposition, results of operations or ¢
flows.

In December 2007, the FASB issued SFAS No. 160n&dntrolling Interest in Consolidated Financial t8taents, an amendment of A
No. 51" ("SFAS No. 160"), which will change the aooting and reporting for minority interests, whie¥ill be recharacterized

noncontrolling interests and classified as a compbif equity within the consolidated balance sheS8FAS No. 160 is effective as of
beginning of the first fiscal year beginning on ajter December 15, 2008. Earlier adoption is pridiband the Company is currer
evaluating the effect, if any, that the adoptiofi vave on its financial position, results of opg@ras or cash flows.




NOTE B-CONVERTIBLE DEBENTURES

CYBERLUX CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

MARCH 31, 2008
(Unaudited)

Notes payable at March 31, 2008 and December 37::

10% convertible note payable, unsecured and due
September, 2003; accrued and unpaid interest due ¢
maturity; Note holder has the option to convertenot
principal together with accrued and unpaid inteteshe
Company’s common stock at a rate of $0.50 per sha
The Company is in violation of the loan covenants

10% convertible debenture, due three years frora dfa
the note with interest payable quarterly duringlifeeof
the note. The note is convertible into the Compsny’
common stock at the lower of a) $0.03 or b) 25%hef
average of the three lowest intraday trading prioeshe
common stock on a principal market for twenty days
before, but not including, conversion date. The @any
granted the note holder a security interest in tsubslly
all of the Company’s assets and intellectual priypand
registration rights. The Company is in violationtio¢
loan covenants (see below)

10% convertible debenture, due three years from ofa
the note with interest payable quarterly duringlifeeof
the note. The note is convertible into the Compsny’
common stock at the lower of a) $0.6 or b) 25%hef t
average of the three lowest intraday trading prioeshe
common stock on a principal market for twenty days
before, but not including, conversion date. The @any
granted the note holder a security interest in tsuislly
all of the Company’s assets and intellectual priypand
registration rights. The Company is in violationtio¢
loan covenants (see below)

8% convertible debenture, due three years from afate
the note with interest payable quarterly duringlifeeof
the note. The note is convertible into the Compsny’
common stock at the lower of a) $0.10 or b) 25%hef
average of the three lowest intraday trading proeshe
common stock on a principal market for twenty days
before, but not including, conversion date. The @any
granted the note holder a security interest in tsuisly
all of the Company'’s assets and intellectual priypand
registration rights (see below)

March 31, 2008

December 31, 2007

10

Gross Less: Gross Less:
Principal Unamortized Principal Unamortized
Amount Discount Net Amount Discount Net
$ 2,50 - $ 2,50C $ 2,50 - $ 2,50(
1,094,09: 67,74 1,026,35! 1,094,09: 158,66 935,42¢
800,00( 150,50: 649,49¢ 800,00( 216,98t 583,01«
$ 700,00( $ 173,24: $ 526,75¢ $ 700,00( $ 231,41t $ 468,58




CYBERLUX CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

8% convertible debenture, due March 2009 with gge
payable quarterly during the life of the note. Timte is
convertible into the Company’s common stock at the
lower of a)$0.10 or b) 25% of the average of theeh
lowest intraday trading prices for the common stoola
principal market for twenty days before, but not
including, conversion date. The Company granted th
note holder a security interest in substantiallypfathe
Company’s assets and intellectual property and
registration rights. (See below)

6% convertible debenture, due July 2009 with irgere
payable quarterly during the life of the note. e is
convertible into the Company’s common stock at the
lower of @)$0.10 or b) 25% of the average of theeh
lowest intraday trading prices for the common stoola
principal market for twenty days before, but not
including, conversion date. The Company granted th
note holder a security interest in substantiallypfthe
Company’s assets and intellectual property and
registration rights. (See below)

6% convertible debenture, due September 2009 with
interest payable quarterly during the life of tlgen The
note is convertible into the Company’s common staic
the lower of a)$0.10 or b) 25% of the average ef th
three lowest intraday trading prices for the common
stock on a principal market for twenty days befdmet,
not including, conversion date. The Company grattie
note holder a security interest in substantiallypathe
Company'’s assets and intellectual property and
registration rights. (See below)

6% convertible debenture, due December 2009 with
interest payable quarterly during the life of tleten The
note is convertible into the Company’s common staic
the lower of a)$0.10 or b) 25% of the average ef th
three lowest intraday trading prices for the common
stock on a principal market for twenty days befdmat,
not including, conversion date. The Company gratite
note holder a security interest in substantiallypathe
Company'’s assets and intellectual property and
registration rights. (See below)

8% convertible debenture, due April 2010 with ietr
payable quarterly during the life of the note. Tiwte is
convertible into the Company’s common stock at the
lower of @)$0.10 or b) 25% of the average of the¢h
lowest intraday trading prices for the common stoola
principal market for twenty days before, but not
including, conversion date. The Company granted th
note holder a security interest in substantiallypathe
Company’s assets and intellectual property and
registration rights. (See below)

March 31, 2008

December 31, 2007

Gross Less: Gross Less:

Principal Unamortized Principal Unamortized

Amount Discount Net Amount Discount Net
500,00( $ 164,38: $ 335,61t $ 500,00( $ 205,93¢ $ 294,06¢
500,00( 220,54¢ 279,45: 500,00( 262,10( 237,90(
280,00( 138,84¢ 141,15 280,00( 162,11¢ 117,88:
600,00( 344,11( 255,89( 600,00( 393,97¢ 206,02°
400,00( $ 272,87 $ 127,120 $ 400,000 $ 306,11¢ $ 93,88!
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

MARCH 31, 2008

(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

8% convertible debenture, due May 2010 with intere
payable quarterly during the life of the note. Tiwte is
convertible into the Company’s common stock at the
lower of a)$0.10 or b) 25% of the average of theeh
lowest intraday trading prices for the common stoola
principal market for twenty days before, but not
including, conversion date. The Company granted th
note holder a security interest in substantiallypathe
Company’s assets and intellectual property and
registration rights. (See below)

8% convertible debenture, due June 2010 with istere
payable quarterly during the life of the note. Tute is
convertible into the Company’s common stock at the
lower of a)$0.10 or b) 25% of the average of theeh
lowest intraday trading prices for the common stoola
principal market for twenty days before, but not
including, conversion date. The Company granted th
note holder a security interest in substantiallypfthe
Company’s assets and intellectual property and
registration rights. (See below)

8% convertible debenture, due June 2010 with istere
payable quarterly during the life of the note. Tute is
convertible into the Company’s common stock at the
lower of @)$0.10 or b) 25% of the average of the¢h
lowest intraday trading prices for the common stogla
principal market for twenty days before, but not
including, conversion date. The Company granted th
note holder a security interest in substantiallypathe
Company'’s assets and intellectual property and
registration rights. (See below)

8% convertible debenture, due July 2010 with irgere
payable quarterly during the life of the note. Tote is
convertible into the Company’s common stock at the
lower of @)$0.10 or b) 25% of the average of the¢h
lowest intraday trading prices for the common stogla
principal market for twenty days before, but not
including, conversion date. The Company granted th
note holder a security interest in substantiallypathe
Company'’s assets and intellectual property and
registration rights. (See below)

6% convertible debenture (warrant), maturing March
2015 with interest accruing until conversion. Thartan
is exercisable at the greater of a) $0.012 or Bp 8bthe
average of three lowest intraday trading pricegter

common stock on a principal market for twenty days
before, but including, conversion date. The Compan'
issued 6,763,300 shares of its common stock asiec

Less: current maturities:
Long term portion

March 31, 2008

December 31, 2007

Less: Gross Less:
Gross Principal ~ Unamortized Principal Unamortized
Amount Discount Net Amount Discount Net

$ 150,00( $ 104,11 $ 45,89( $ 150,00 $ 116,57 $ 33,42t
150,00( 108,35¢ 41,64« 150,00( 120,82 29,17¢
150,00( 112,32¢ 37,67! 150,00( 124,79¢ 25,20t
150,00( 114,10¢ 35,89! 150,00( 126,57¢ 23,42
$ 500,00( - 500,000 $ - $ - $ =
5,976,59: (1,971,15) (4,005,43) (5,476,59) (2,426,08) (3,050,511
$ -0- $ -0- $ 0- % -0- $ -0- $ -0-
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-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 (“Convertibletds¥) and attached to the Convertible Notes was 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) 25% of the average of the three ébweraday trading prices for the common stoclagarincipal market for the 20 trading d
before, but not including, conversion date. Thedff’e interest rate at the date of inception wé&43% per annum.

As of March 31, 2008, 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 redemere net of prepaid interest of $72,933 reptasgthe first eight montls interest ar
related fees and costs of $75,000.

The Company's identified embedded derivativesedléd the Securities Purchase Agreement enterecbmipril 23, 2005. These embed
derivatives included certain conversion featuresjable interest features, call options and defprdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of thevdtives and related warrants as of
inception date of the Securities Purchase Agreemgerit the proceeds amount and to fair value aaoh subsequent balance sheet dal
the inception of the Securities Purchase AgreenteatCompany allocated $945,313 and $554,687 temthieedded derivatives and rele
warrants, respectively.

The Securities Purchase Agreement contains theWil covenants:

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

« Maintain sufficient number of authorized sharedyjsct to Stockholder approval for full conversichamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants waBidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to ¢hesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registra@itatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in thi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the gamy has not maintained an effective registratiatement and therefore is in defi
of the Security Purchase agreement. As such, abtien of the Holders of a majority of the aggregprincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemertheouahh the delivery of written notice to the Canpg by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately due payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushfpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gfault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhlem outstanding principal amount of the Note t® date of payment plus the amoi
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbaversion Date" for purposes
determining the lowest applicable Conversion Prindess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCthnversion Date), multiplied by (b) the highe&tsthg Price for the Common Stc



during the period beginning on the date of firsturcence of the Event of Default and ending oneptéyr to the Mandatory Prepaymebate
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#dmiether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autedrishares), to require the Borrower, upon writtetice, to immediately issu@ lieu of the
Default Amount, the number of shares of Common IStdche Borrower equal to the Default Amount dedddby the Conversion Price thel
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three months ended March 31, 2008 and 2867Company amortized the debt discount and chaimeterest expense $90,925
$123,288, respectively.

The Company entered into a Securities Purchaseefiggrt with four accredited investors on October2B05 for the issuance of $800,00!
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purctg®000 shares of the Compagy
common stock. The Convertible Note accrues inteae$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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 142.28% peura.

As of March 31, 2008, 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's identified embedded derivatives edlab the Securities Purchase Agreement enteredaointOctober 24, 2005. The
embedded derivatives included certain conversi@tufes, variable interest features, call optiond daefault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative fainealof the derivatives and related warr
as of the inception date of the Securities PurciA@geement up to the proceeds amount and to fairevas of each subsequent balance
date. At the inception of the Securities Purchagee@ment, the Company allocated $743,770 and $86(2&the embedded derivatives
related warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issu@ lieu of the
Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three months ended March 31, 2008 and 2867Company amortized the debt discount and chaimeterest expense $66,484
$65,753, respectively.

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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 158.81% peur.

As of March 31, 2008, the Company issued to inwesbb the Convertible Notes a total amount of $800,in exchange for total proceed:
$675,000. The proceeds that the Company receiveel net of related fees and costs of $25,000.

The Company's identified embedded derivatives edldb the Securities Purchase Agreement enteredoimtDecember 28, 2005. Th
embedded derivatives included certain conversi@tufes, variable interest features, call optiond daefault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative fainealof the derivatives and related warr
as of the inception date of the Securities PurciA@geement up to the proceeds amount and to fairevas of each subsequent balance
date. At the inception of the Securities Purchagee@ment, the Company allocated $655,921 and $84@te embedded derivatives
related warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of

Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three month period ended March 31, 2008280, the Company amortized the debt discounthadged to interest expense $58
and $57,534, respectively.

The Company entered into a Securities Purchaseefrggrt with four accredited investors on March 3)&for the issuance of $500,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli®@00,000 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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 11.01% peuran

As of December 31, 2007, the Company issued tostove of the Convertible Notes a total amount @¢f3800 in exchange for total proce
of $460,000. The proceeds that the Company receiezd net of related fees and costs of $40,000.

The Company's identified embedded derivatives edlab the Securities Purchase Agreement entered ant March 31, 2006. The
embedded derivatives included certain conversi@tufes, variable interest features, call optiond daefault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative fainealof the derivatives and related warr
as of the inception date of the Securities PurciA@geement up to the proceeds amount and to fairevas of each subsequent balance
date. At the inception of the Securities Purchagee@ment, the Company allocated $136,612 and $883Bthe embedded derivatives
related warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of

Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three month period ended March 31, 2008280d, the Company amortized the debt discountthadged to interest expense $41
and $41,096, respectively.

The Company entered into a Securities Purchaseeftggat with four accredited investors on July 28&€or the issuance of $500,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli&800,000 shares of the Company
common stock. The Convertible Note accrues inteat$f6 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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 10.00% peuran

As of March 31, 2008, the Company issued to inwesbb 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's identified embedded derivatives edlab the Securities Purchase Agreement enterecbmtluly 28, 2006. These embec
derivatives included certain conversion featuresjable interest features, call options and defprdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of thevdtives and related warrants as of
inception date of the Securities Purchase Agreemgerit the proceeds amount and to fair value asaof subsequent balance sheet dai
the inception of the Securities Purchase AgreenteatCompany allocated $200,000 and $300,000 t@mhieedded derivatives and rele
warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of

Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three month period ended March 31, 2008280d, the Company amortized the debt discountthadged to interest expense $41
and $41,096, respectively.

The Company entered into a Securities Purchaseefggrt with four accredited investors on SeptembBeR@06 for the issuance of $280,
of convertible notes (“Convertible Notesgnd attached to the Convertible Notes was warrémtpurchase 10,000,000 shares of
Companys common stock. The Convertible Note accrues iatee6% per annum, payable quarterly, and ardhdee years from the date
the note. The note holder has the option to coramgrtunpaid note principal to the Compangbmmon stock at a rate of the lower of a) &
or b) 25% of the average of the three lowest irdyatlading prices for the common stock on a priakiparket for the 20 trading days befi
but not including, conversion date. The effectivieiest rate at the date of inception was 9.36%apeum.

As of March 31, 2008, the Company issued to invesbb the Convertible Notes a total amount of $280,in exchange for total proceed:
$259,858. The proceeds that the Company receiveel net of related fees and costs of $20,142.

The Company's identified embedded derivatives edldb the Securities Purchase Agreement enteredoimtSeptember 26, 2006. Th
embedded derivatives included certain conversi@tufes, variable interest features, call optiond daefault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative fainealof the derivatives and related warr
as of the inception date of the Securities PurciA@geement up to the proceeds amount and to fairevas of each subsequent balance
date. At the inception of the Securities Purchageement, the Company allocated $100,513 and $8739¢4the embedded derivatives
related warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of

Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three months period ended March 31, 20@B2207, the Company amortized the debt discountdaiged to interest expel
$23,269 and $23,014, respectively.

The Company entered into a Securities Purchaseefiggat with four accredited investors on Decembe2006 for the issuance of $600,!
of convertible notes (“Convertible Notesgnd attached to the Convertible Notes was warrémtpurchase 20,000,000 shares of
Companys common stock. The Convertible Note accrues iatee6% per annum, payable quarterly, and ardhdee years from the date
the note. The note holder has the option to coramgrtunpaid note principal to the Compangbmmon stock at a rate of the lower of a) &
or b) 25% of the average of the three lowest irdyatlading prices for the common stock on a priakiparket for the 20 trading days befi
but not including, conversion date. The effectiveiest rate at the date of inception was 15.000apeum.

As of March 31, 2008, the Company issued to invesbb 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.

The Company's identified embedded derivatives edldb the Securities Purchase Agreement enteredoimtDecember 20, 2006. Th
embedded derivatives included certain conversi@tufes, variable interest features, call optiond daefault provisions. The account
treatment of derivative financial instruments regsithat the Company allocate the relative fainealof the derivatives and related warr
as of the inception date of the Securities PurciA@geement up to the proceeds amount and to fairevas of each subsequent balance
date. At the inception of the Securities Purchageement, the Company allocated $360,000 and $2@Q@¢the embedded derivatives
related warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of

Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.

19




CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three months ended March 31, 2008 and 2867Company amortized the debt discount and chaimeterest expense $49,863
$49,315, respectively.

The Company entered into a Securities Purchaseefggnt with four accredited investors on April 1802 for the issuance of $400,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcii#s800,000 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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 235.00% peura.

As of March 31, 2008, the Company issued to inwesbb the Convertible Notes a total amount of $800,in exchange for total proceed:
$360,000. The proceeds that the Company receiveel met of related fees and costs of $40,000.

The Company's identified embedded derivatives edl#d the Securities Purchase Agreement enteredmipril 18, 2007. These embed
derivatives included certain conversion featuresjable interest features, call options and defprdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of thevdtives and related warrants as of
inception date of the Securities Purchase Agreemgerit the proceeds amount and to fair value asaof subsequent balance sheet dai
the inception of the Securities Purchase AgreenthetCompany allocated $386,378 and $13,622 teethkedded derivatives and rele
warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of

Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)

For the three months ended March 31, 2008 and 2867Company amortized the debt discount and chaimeterest expense $33,242
$-0- , respectively.

The Company entered into a Securities PurchaseefAggat with four accredited investors on May 1, 2€f7the issuance of $150,000
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcii#s800,000 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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 80.83% pauran

As of March 31 2008, the Company issued to invastéithe Convertible Notes a total amount of $180, exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edléb the Securities Purchase Agreement enterecbmtMay 1, 2007. These embed
derivatives included certain conversion featuresjable interest features, call options and defprdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of thevdtives and related warrants as of
inception date of the Securities Purchase Agreemgerit the proceeds amount and to fair value asaof subsequent balance sheet dai
the inception of the Securities Purchase AgreentBetCompany allocated $135,154 and $14,846 teethkedded derivatives and rele
warrants, respectively.

The Securities Purchase Agreement contains theWirl covenants:

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

- Maintain sufficient number of authorized sharedjsct to Stockholder approval for full conversiohamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants wabidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chesegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in ghi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the 2oy has not maintained an effective registrattatesnent and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canp by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately dueé payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushjpaterest on the unpaid princi
amount of this Note to the date of payment plusk¥gjault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amol
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbeversion Date" for purposes



determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:
Date in which case such Conversion Date shall beCibnversion Date), multiplied by (b) the highetisithg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diether with all cos
including legal fees and expenses of collectiothéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient autleatrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of

Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)
For the three months ended March 31, 2008, the @agnpmortized the debt discount and charged toestexpense $12,466.

The Company entered into a Securities PurchaseefAggat with four accredited investors on June 1,72@0 the issuance of $150,00C
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcii#5800,000 shares of the Company
common stock. The Convertible Note accrues inteae886 per annum, payable quarterly, and are dee thears 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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 91.87% pauran

As of March 31, 2008, the Company issued to inwesbb the Convertible Notes a total amount of $080,in exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edlad the Securities Purchase Agreement enterecbimtlune 1, 2007. These embe
derivatives included certain conversion featuresjable interest features, call options and defprdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of thevdtives and related warrants as of
inception date of the Securities Purchase Agreemgerit the proceeds amount and to fair value asaof subsequent balance sheet dai
the inception of the Securities Purchase AgreentaetCompany allocated $136,938 and $13,062 teethieedded derivatives and rele
warrants, respectively.

The Securities Purchase Agreement contains theWilh covenants:

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

« Maintain sufficient number of authorized sharedyjsct to Stockholder approval for full conversichamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants waBidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chasegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in thi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the gamy has not maintained an effective registrattatement and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canpg by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately due payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushfpaterest on the unpaid princi
amount of this Note to the date of payment pluskgfault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amoi
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbaversion Date" for purposes
determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:



Date in which case such Conversion Date shall beCthnversion Date), multiplied by (b) the highe&tsthg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diiether with all cos
including legal fees and expenses of collectiohéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttedrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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CYBERLUX CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
MARCH 31, 2008
(Unaudited)

NOTE B-CONVERTIBLE DEBENTURES (continued)
For the three months ended March 31, 2008, the @agnpmortized the debt discount and charged toestexpense $12,466.

The Company entered into a Securities Purchaseefiggat with four accredited investors on June 30,720r the issuance of $150,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcii#5800,000 shares of the Company
common stock. The Convertible Note accrues inteae886 per annum, payable quarterly, and are dee thears 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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 85.51% pauran

As of March 31, 2008, the Company issued to inwesbb the Convertible Notes a total amount of $080,in exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edl&d the Securities Purchase Agreement enteredbimtiune 30, 2007. These embe
derivatives included certain conversion featuresjable interest features, call options and defprdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of thevdtives and related warrants as of
inception date of the Securities Purchase Agreemgerit the proceeds amount and to fair value asaof subsequent balance sheet dai
the inception of the Securities Purchase AgreentaetCompany allocated $135,966 and $14,034 teethieedded derivatives and rele
warrants, respectively.

The Securities Purchase Agreement contains theWilh covenants:

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

« Maintain sufficient number of authorized sharedyjsct to Stockholder approval for full conversichamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants waBidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chasegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in thi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the gamy has not maintained an effective registrattatement and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canpg by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately due payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushfpaterest on the unpaid princi
amount of this Note to the date of payment pluskgfault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amoi
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbaversion Date" for purposes
determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:



Date in which case such Conversion Date shall beCthnversion Date), multiplied by (b) the highe&tsthg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diiether with all cos
including legal fees and expenses of collectiohéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttedrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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NOTE B-CONVERTIBLE DEBENTURES (continued)
For the three months ended March 31, 2008, the @agnpmortized the debt discount and charged toastexpense $12,466.

The Company entered into a Securities Purchaseeftggat with four accredited investors on July 13)72€or the issuance of $150,00(
convertible notes (“Convertible Notes”) and attathe the Convertible Notes was warrants to purcli#s800,000 shares of the Company’
common stock. The Convertible Note accrues inteae886 per annum, payable quarterly, and are dee thears 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)
25% of the average of the three lowest intradagitigaprices for the common stock on a principal ketifor the 20 trading days before,
not including, conversion date. The effective inttrate at the date of inception was 85.13% pauran

As of March 31, 2008, the Company issued to inwesbb the Convertible Notes a total amount of $080,in exchange for total proceed:
$150,000.

The Company's identified embedded derivatives edl& the Securities Purchase Agreement enterecbmtluly 13, 2007. These embec
derivatives included certain conversion featuresjable interest features, call options and defprdivisions. The accounting treatmen
derivative financial instruments requires that @empany allocate the relative fair values of thevdtives and related warrants as of
inception date of the Securities Purchase Agreemgerit the proceeds amount and to fair value asaof subsequent balance sheet dai
the inception of the Securities Purchase AgreentaetCompany allocated $135,903 and $14,097 teethieedded derivatives and rele
warrants, respectively.

The Securities Purchase Agreement contains theWilh covenants:

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

« Maintain sufficient number of authorized sharedyjsct to Stockholder approval for full conversichamy remaining Securi
Purchase Agreement
« Change of control

« Trading market limitations

The Company agreed to file a registration statemdhtthe SEC to affect the registration of therglsaof its common stock underlying the
Security Purchase Agreement and the warrants waBidays from the date of receipt of written demahthe Investors. The Company also
agreed to use its reasonable best efforts to chasegistration statement to be declared effectovéater than 90 days after the date of the
Securities Purchase Agreement. If the Registraitatement is not filed and/or not declared effectis described above, the Company wi
required to pay liquidated damages in the formasthcor the Company’s common stock, at the Compatigtsetion, in an amount equal to
2% of the unpaid principal balance per month todate on which the Registrable Securities (in thi@ion of counsel to the Initial Investors)
may be immediately sold to the public without régigon or restriction (including, without limitatn, as to volume by each holder thereof)
under the 1933 Act.

As of March 31, 2008 and December 31, 2007, the gamy has not maintained an effective registrattatement and therefore is in defi
of the Security Purchase agreement. As such, abgtien of the Holders of a majority of the aggregparincipal amount of the outstand
Notes issued pursuant to the Purchase Agreemerthesufh the delivery of written notice to the Canpg by such Holders (the "DEFAUI
NOTICE"); the Notes shall become immediately due payable and the Company shall pay to the Holdemaount equal to the greater o
130% times the sum of (w) the then outstandinggipad amount of this Note plus (x) accrued and iushfpaterest on the unpaid princi
amount of this Note to the date of payment pluskgfault Interest (at 15% per annum), if any, plelsany amounts owed to the Hol
pursuant to the Registration Rights Agreement. fhiem outstanding principal amount of the Note te date of payment plus the amoi
referred to in clauses (x), (y) and (z) shall adileely be known as the "DEFAULT SUM")or (ii) thepdrity value" of the Default Sum to
prepaid, where parity value means (a) the highesther of shares of Common Stock issuable upon esioveof or otherwise pursuant
such Default Sum, treating the Trading Day immedyapreceding the Mandatory Prepayment Date asGbaversion Date" for purposes
determining the lowest applicable Conversion Prisdess the Default Event arises as a result geadh in respect of a specific Conver:



Date in which case such Conversion Date shall beCthnversion Date), multiplied by (b) the highe&tsthg Price for the Common Stc
during the period beginning on the date of firstureence of the Event of Default and ending oneptay to the Mandatory Prepayment C
(the "DEFAULT AMOUNT") and all other amounts payalfereunder shall immediately become due and pay#diiether with all cos
including legal fees and expenses of collectiohéf Borrower fails to pay the Default Amount witHive (5) business days of written noi
that such amount is due and payable, then the Helt#l have the right at any time, so long asBberower remains in default (and so I
and to the extent that there are sufficient auttedrishares), to require the Borrower, upon writtetice, to immediately issue, in lieu of
Default Amount, the number of shares of Common IStddhe Borrower equal to the Default Amount diddby the Conversion Price thet
effect.
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NOTE B-CONVERTIBLE DEBENTURES (continued)
For the three months ended March 31, 2008, the @agnpmortized the debt discount and charged toastexpense $12,466.

As of March 31, 2008, the Company has accrued $886in default provision liabilities and liquidateimages relating the to the ab
described Securities Purchase Agreements.

On March 10, 2008, the Company sold a warrant tatmase 20,833,333 shares of its common stock agrifeger of a) $0.012 or b) 75%
the average of three lowest intraday trading primesthe common stock on a principal market for ityedays before, but includir
conversion date. The warrant exercise amount aséntierest at 0.5% per month until exercised.

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

In accordance with EITF 98; the Company recognized an imbedded beneficial@sion feature present in the convertible notee
Company allocated a portion of the proceeds equtlé intrinsic value of that feature to additiopaldin capital. The Company recogni:
and measured an aggregate of $184,736 of the miecedich is equal to the intrinsic value of thébedded beneficial conversion feature
additional paid in capital and a discount agaihstdonvertible note payable. The debt discounibatizd to the beneficial conversion fea
charged to current period earnings as interestresque

Additionally, in conjunction with the issuance bktabove described debenture, the Company issuadgragate of 6,763,300 and 7,500
shares of its common stock to be held as secuniyas a financing cost of the transaction, respelgti The charged a total of $385,10¢
debt acquisition costs to current period earnings.

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 beta@evertible debt and detachable warrants based tiorelative fair mark
values on the dates the proceeds were received faih@alues of the detachable warrants and theegiadd derivatives we
determined under the Black-Scholes option pricorgiula and the intrinsic method, respectively

« Subsequent to the initial recording, the increaselécease) in the fair value of the detachableamts, determined under the Black-
Scholes option pricing formula and the increased@erease) in the intrinsic value of the embedderivdtives of the convertit
debentures are recorded as adjustments to thétiesbat December 31, 2006 and 2005, respectively.

« The expense relating to the increase (or decréadk® fair value of the Comparsy/stock reflected in the change in the fair valt
the warrants and derivatives is included as otheosrne item as a gain or loss arising from conviertiimancing on the Comparg/’
balance sheet.

« Accreted principal of $5,476,591 and $3,048,016fddarch 31, 2008 and December 31, 2007.

NOTE C-WARRANT LIABILITY

Total warrant liability as of March 31, 2008 andd@mber 31, 2007 is comprised of the following:

March 31, December 31,

2008 2007
Fair value of warrants relating to convertible detivees $ 1,574,98" $ 1,874,97
Fair value of other outstanding warrants 2,215,27. 2,634,56!
Total $ 3,790,25 $ 4,509,53

Warrants were valued at the date of inception amdlasich 31, 2008 and December 31, 2007 using thekBEcholes Option Pricing Model.

The assumptions used at March 31, 2008 and Dece3ib@007 were as follows:



December 31,

March 31, 2008 2007
Expected volatility 57&% 52&%
Expected dividend yield -0-% -0-%
Average risk free rate 1.62% to 2.0% 3.45%
Expected life (a) 1.62t0 6.28 yi 1.01to 6.53 yi

(a)The expected option life is based on contraciplration dates.
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NOTE D - NOTE PAYABLE

Note payable as of March 31, 2008 and Decembe2(17, comprised of the followin

March 31, 200¢ December 31, 20(

Note payable, 24% interest per annum; due in 98;(
secured by specific accounts receivables $ 169,85! $ 196,06

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

Notes payab-related party is comprised of the following:

March 31, December 31,

2008 2007
Notes payable, 12% per annum; due on demand; uresk $ 158,47 $ 147,71.
Notes payable, 10% per annum, due on demand; umesk 249,35( 249,35(
407,82: 397,06«
Less: current maturities: (407,82) (397,069
Long term portion: $ - 9 -

NOTE F -STOCKHOLDER'S EQUITY

Series A- Convertible Preferred stock

The Company has also authorized 5,000,000 sharfeetdrred 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 @ $er 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 (loskting 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@earies A Preferred stock, valued at $5,000 pares The stock has a stated valu
$5,000 per share and a conversion price of $0.18h@@e and warrants to purchase an aggregaté@d,000 shares of our common stock.

In the year ended December 31, 2004, 7 of the Sé&ri€referred shareholders exercised the convergih and exchanged 19 share:
Series A Preferred for 950,000 shares of the Cogipaommon 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 SériEreferred shareholders exercised the convergjohand exchanged 20.88 share
Series A Preferred for 1,019,032 shares of the Gmryis common stock

In the three months ended March 31, 2008, 1 ofSéwges A Preferred shareholders exercised the csioweright and exchanged 2 share



Series A Preferred for 100,000 shares of the Cogipamommon stock
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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 orrity peith or senior to the Series A 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€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. dillidends, 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 sendnnual 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 angrqgthnior 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, 2008, $0 in dividends was 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 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, reclassificationoter similar events (the "Adjusted F
Value") plus, in the case of each share, an amegunl 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 asltiggiidation Payments."

Because the Series A Shares include a redemptaioréethat is outside of the control of the Compang the stated conversion pric
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 tonowon 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 bySBE€ within ninetyfive (95) days of December 31, 2003, and maintaéneffectiveness of tt
registration statement for a preset time therealftethe event the Company fails to timely perfarnder the registration rights agreement
Company agrees to pay the holders of the Seriesefeied 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 statemenas filed and declared effective by the SEC witthie allowed time , however the Comp
has not maintained the effectiveness of the registr 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.

The Company was required to record a liability tintato the detachable warrants as described in 38 EITF 98-5 and 087, and API
14. As such:

Subsequent to the initial recording, the increasthé fair value of the detachable warrants, deterchunder the BlackSchole
option pricing formula, are accrued as adjustmemthe liabilities at March 31, 2008 and DecembkrZ007, respectively.

The expense relating to the increase in the fdirevaf the Company's stock reflected in the changbe fair value of the warrar



(noted above) is included as an other comprehemsdane item of an unrealized gain or loss arignogn convertible financing ¢
the Company's balance sheet.

The warrants expired unexercised in the year efs@mber 31, 2006.
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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, 2008.

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 stockholdéthe 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€seferred.

The holders of record of the Series B Preferred dleaentitled 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 sharédee@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 senannual basis. N
dividend or distribution other than a dividend @stdbution paid in Common Stock or in any othemir 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. Tdieskends are not recorded until declared by then@any. As of March 31, 2008 $ 404(
in dividends were accumulated.

Upon any liquidation, dissolution or winding up tife Corporation, whether voluntary or involuntagnd 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 ichfieereon, 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 glkare, and the holders of the Series B Preferralll sbt 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 Certifioaf Designation creating a Series C Convertiblefdrred 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 optibthe 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 sharesrid<S€ Preferred shares issued and outstandingativB1, 2008.

The holders of record of the Series C Preferred bleaentitled to receive cumulative dividends la trate of five percent per annum (5



compounded quarterly, on the face value ($25.00share) when, if and as declared by the Board oédirs, if ever. All dividends, wh
paid, shall be payable in cash, or at the optiothefCompany, in shares of the Compamommon stock. Dividends on shares of the Sel
Preferred that have not been redeemed shall béjgagaarterly in arrears, when, if and as decldrgthe Board of Directors, if ever, at
time of conversion. These dividends are not reabrdetil declared by the Company. As of March 310&G-0- in dividends wer
accumulated.
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NOTE F -STOCKHOLDER'S EQUITY (continued)

Common stock

The Company has authorized 950,000,000 sharesnainom stock, with a par value of $.001 per shareofAdarch 31, 2008 and Decem
31, 2007, the Company has 566,806,181 and 552 8%3}&ares issued and outstanding, respectively.

During the year ended December 31, 2007 , holdersasted 10 shares of preferred stock — Class#560,000 shares of common stock.
Each share of preferred stock is convertible ift®60 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 26,500,000eshair its common stock in connection with the asijon of Hybrid Lighting
Technologies, Inc.

In February 2007, the Company issued 24,309,80@slud 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.
In April 2007, the Company issued 33,357,000 shafés common stock on conversion of $154,554arfwertible debentures

In April 2007, the Company issued 2,500,000 shafdts common stock in exchange for services resdlefhe Company valued the shi
issued at $27,500, which approximated the fairevalithe shares issued during the periods thecgsrwere rendered.

In April 2007, the Company issued 5,226,182 shafdss common stock on conversion of $104,524 ¢dtesl party convertible debentu
and related interest.

In May 2007, the Company issued 48,579,100 shdnts @ommon stock on conversion of $106,345 ofvastible debentures
In June 2007, the Company issued 60,418,910 sbarmscommon stock on conversion of $86,128 ofwestible debentures.

In July 2007, the Company issued 90,328,573 shadnes common stock on conversion of $101,827 afventible debentures.
In August 2007, the Company issued 11,568,802 stadritss common stock on conversion of $10,412avfvertible debentures.

In September 2007, the Company issued 26,650,08@slof its common stock in exchange for servieaslered. The Company valued
shares issued at $90,610 which approximated thedhie of the shares issued during the periodsehéces were rendered.

In January 2008 , holders converted 2 shares éépeel stock — Class A into 100,000 shares of comatock. Each share of preferred stock
is convertible into 50,000 shares of common stock.

In January 2008, the Company issued 100,000 slofiitsscommon stock in exchange for services resdlefhe Company valued the shi
issued at $2,300, which approximated the fair valuhe shares issued during the periods the ssviere rendered.

In February 2008, the Company issued 6,763,30@slarits common stock as security in conjunctidtihthe sale of a warrant (see Not
above). The Company valued the shares issued &8{&I%® which approximated the fair value of therehassued at the date of issuance
charged current period earnings.

In February 2008, the Company issued 7,500,00@stadrits common stock in conjunction with the safla warrant (see Note B above).
Company valued the shares issued at $202,500, vepiploximated the fair value of the shares issudtieadate of issuance, and chai
current period earnings.
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NOTE G -STOCK OPTIONS AND WARRANTS

Class A Warrants

The following table summarizes the changes in wasrautstanding and related prices for the shartseedCompany’s common stock issued
to shareholders at March 31, 2008:

Warrants
Outstanding
Weighted Warrants
Average Exercisable
Remaining Weighted Weighted
Number Contractual Average Number Average
Exercise Price Outstanding Life (years) Exercise price Exercisable Exercise Price
$ 0.001 50,000,00 4501 $ 0.001 50,000,00 0.001
0.0z 50,000,00 4.1¢ 0.0z 50,000,00 0.0z
0.0z 25,000,00 2.1z 0.0z 25,000,00 0.0z
0.1C 991,50( 1.17 0.1C 991,50( 0.1C
0.2t 58,50( 0.7t 0.2t 58,50( 0.2t
0.5C 50,00( 0.5z 0.5C 50,00( 0.5C
1.0t 100,00 0.7t 1.0t 100,00 1.0t
0.0307! 49,760,44 4,14 0.0307! 49,760,44 0.0307Ya)
175,960,44 175,960,44

(&) See terms of warrants issued below

Transactions involving the Company’s warrant isggaare summarized as follows:

Weighted Averag

Price
Number of Shar¢ Per Share
Outstanding at December 31, 2006 99,895,000 $ 0.0¢
Granted 200,000,00 0.0152!
Exercised (50,239,55) (0.03)
Canceled or expired (73,695,00) (0.07
Outstanding at December 31, 2007 175,960,44 0.01¢
Granted - -
Exercised - -
Canceled or expired - -
Outstanding at March 31, 2008 175,960,44 0.01¢

For the year ended December 31, 2006, warrantdlytcdd,000,000 were issued in connection with débancing. The warrants ¢
exercisable until seven years after date of issiarith 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 shtveldCompany issue shares below $0.10 per sharedéxgloonversion of related debt.

Warrants granted during the year ended Decembe2@®I, totaling 50,000,000 were issued in conneatith debt financing. The warrai
are exercisable until five years after the datessifiance at a purchase price of $0.02 per share.

In the year ended December 31, 2007, the Compddyl88,000,000 five year warrants with an exergisee of 50% of the average clos
price of the twenty trading days prior to warrareeution. The transaction, to the extent that tbide satisfied with common stock of
Company would normally be included as equity olil@yes. However, in the instant case, due to thetemninate number of shares wt



might be issued under the embedded convertibledustersion feature, the Company is required torcka liability relating to warrants a
as such has recorded the fair value of the embedadiedersion feature, using the BlaBkholes option pricing method, as a liability fbe
current period.
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NOTE G -STOCK OPTIONS AND WARRANTS (continued)

Class A Warrants (continued)

In the year ended December 31, 2007, the Compddyb8¢000,000 five year warrants with an exercisegpof $0.001.

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, 2008:

Options Outstanding Options Exercisable

Weighted Averag Weighted Weighted

Remaining Average Average

Exercise Number Contractual Life Exercise Number Exercise

Prices Outstanding (Years) Price Exercisable Price

$ 0.212¢ 2,000,001 571 $ 0.212¢ 2,000,000 $ 0.212¢
0.212¢ 2,000,001 6.12 0.212¢ 2,000,001 0.212¢
0.02:2 20,500,00 8.62 0.022 20,500,00 0.02:2
0.029¢ 4,000,001 7.1C 0.029¢ 4,000,001 0.029¢
0.04 14,430,00 8.3 0.04 14,430,00 0.04
0.1c 9,502,30 6.01 0.1c 9,502,30 0.1C

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

Weighted Averag
Number of Share Price Per Share

Outstanding at December 31, 2006 52,432,30 0.056:
Granted - -
Exercised - -
Canceled or expired - -
Outstanding at December 31, 2007 52,432,30 0.056:
Granted - -
Exercised - -
Canceled or expired - -
Outstanding at March 31, 2008 52,432,30 $ 0.056:

The Company did not grant employee stock optiorthérthree month period ended March 31, 2008 afd.20

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 tb012% per annum. As of March 31, 2008 and Deezr@h, 2007, the balance due to
officers was $407,823 and $397,064, respectively.

NOTE | -COMMITMENTS AND CONTINGENCIES

Consulting Agreements

The Company has consulting agreements with outsiciéractors, certain of whom are also Company $ioiclers. The Agreements
generally for a term of 12 months from inceptiord arnewable automatically from year to year unkifiser the Company or Consult



terminates such engagement by written notice.

Operating Lease Commitments

The Company leases office space in Durham, NC sir gear lease expiring December 31, 2012, forrarualized rent payment of $88,0
Additionally the Company leases warehouse spaca month to month basis for $550 per month. At Ma8th2008, schedule of the fut
minimum lease payments is as follows:
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NOTE | -COMMITMENTS AND CONTINGENCIES (continued )

2008 88,02(

2009 88,02(

2010 88,02(

2011 88,02(

2012 88,02(
Litigation

The Company is subject to other legal proceedimglscéaims, which arise in the ordinary course stitisiness. Although occasional adv
decisions or settlements may occur, the Comparigusd that the final disposition of such mattersutth not have a material adverse effec
its consolidated financial position, results of @i®ns or liquidity. There was no outstandinggkitiion as of March 31, 2008.

NOTE J - BUSINESS CONCENTRATION

Sales to 3 major customers approximated $185,3683%6 of total sales for the thee months ended M&%th2008 (3 major custom
approximated $11,646 or 23% of total sales forthinee months ended March 31, 2007).

Purchases from the Company's 5 major suppliersuated for 81% of total purchases for the three m®rinded March 31, 2008 (3 m:
suppliers accounted for 43% of total purchasesh®ithree months ended March 31, 2007).

NOTE L- 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. A®wh in the accompanying consolidated financialestegnts, as of March 31, 2008,
Company incurred accumulated losses of $43,239; 123 Companys current liabilities exceeded its current assgt$1695,571 as of Mar

31, 2008. These factors among others may inditatiethe Company will be unable to continue as agyabncern for a reasonable perio
time.

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

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

NOTE M — SUBSEQUENT EVENTS

In April 2008, the Company borrowed a aggregat&1f0,000. In conjunction with the borrowing, then@any issued a total of 10,000,!
shares of its common stock
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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 sucksibefore making an investment decision with respethe 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 a Nevada corporation that was incorporatedllay 17, 2000. We were founded to design, deveitgrket and sell advanc
lighting systems that utilize light emitting diodas illumination elements.

To address the opportunity in the $12 billion gahdighting market, we have developed a line of LEfhting products for tt
military, homeland security, and commercial markéfgde design and engineer products that adapt témimoadvancements frc
semiconductor manufacturers, including Cree, fioc.use in products that serve our selected markets

Military / Homeland Security Business Developmemd Sales

On January 15, 2008, we announced today that wééea selected to provide portable task lightinglie City of New York's ne
911 Public Safety Answering Center. Selected bynBv@onsoles, the manufacturer of the new 911 Dispabmmand Consoles, our Port:
LED Task Light will illuminate the work environmermf the new 911 public safety call taking and dispang operators. We received
initial order from Evans Consoles for 355 unitsueal at over $64,000.

Evans Consoles ( www.evansonline.cpnthe world leader in the design and manufactdrmissioneritical custom control roo
solutions, selected us to develop the LED Task tLigtorder to meet the ener@fficiency, durability and performance requiremeoitghe
new City of New York 911 Public Safety Answeringr@er (PSAC). Through our military specification (spiec) design/build process,
with collaborated Evans Consoles to develop ailighsolution for the public safety call center metrkThe resulting milspec LED Task Li
will replace the traditional fluorescent task ligigt fixtures typically used in existing call cerger

The milspec LED Task Light performs for over 50,d88urs without a lighting element replacement, apdrates with up to 52
more energy efficiency on low lighting levels ang to 31% more energy efficiency on high lightingdés when compared to traditio
fluorescent task lighting. Our milspec LED Task litiglg products provide up to 1000 lumens of illuation with 12 watts of power a
utilize a patent-pending thermal management sy$oemptimal lighting performance.

In addition, our milspec LED Task Light is the onli£D task light available that is compatible witretJohnson Controls Persc
Environments control center. The Johnson Contretesy is typically used by call center operators|uding those in New York City,
control lighting, heating and air conditioning withtheir personal operating environment. The duakmilspec LED Task Light is adjusta
and adaptable to any call center operator's lightieeds and is dimmed and controlled using thestwh@ontrols system to vary the amc
of light according to task.

On February 19, 2008, we announced today that werdzeived the first commitment for 80 BrightEyeda&0 WatchDog Visibl
and Covert Portable lllumination Systems from theitetd States Air Force (USAF). This initial USAFder for our tactical lightin
equipment equates to $3,318,646 in revenue, indugipares and maintenance supplies. We projecopieaitions will be cash flow positi
with the fulfillment of these first USAF orders.

The 2008 Department of Defense Appropriations lagen contains $8.0 million for the equipping dfet USAF with Cyberlu
Portable Illlumination Systems. As part of this $Mllion budget, the USAF Air Mobility Command wifirst fulfill the requirements of tt
Operations, Installation and Mission Support comasaior the BrightEye and WatchDog systems. The mneémg $4.6 million appropriatior
will be allocated within the Air Mobility Commanadd other USAF commands during the remaining Fi¥ear 2008.

On March 24, 2008, we announced today that we hacdessfully completed the field demonstration ef tlew 4-meter towdnase!
BrightEye high-performance solgtate LED lighting system. The testing was condiiftg us and the United States Air Force Air Mok



Command at Fort Huachuca, the home to the U.S. Amtslligence Center, located in Arizona. The nevigBtEye 4M Tower Portab
lllumination System is the latest product we depelb to fulfill the United States Air Force requiremts for portable, light-weight, battery-
powered visible and covert night vision- compatilidting systems for air field support, aircrafaimtenance and forward air baselieate
lighting capability.
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The BrightEye 4M Tower Portable lllumination Systeras tested in both visible and covert lighting m®tb demonstrate advan
lighting capability during various scenarios, indilug force protection and broad area security iightfirst responder rapid set up capabi
night visionecompatible illumination for aircraft maintenancedageneral operational lighting for ground opematsupport of supply aircr:
such as the @30. All testing scenarios met the Air Mobility Camand (AMC) expectations, including illumination &%, power syste
runtimes, system weight levels and deployment petmes.

The 2008 Department of Defense Appropriations lagen contains $8.0 million for the equipping tiet United States Air For
(USAF) with our Portable lllumination Systems. @&t$8.0 million budget, the USAF Air Mobility Commeé will utilize $3.3M to fulfill
initial Operations, Installation and Mission Supp@guirements. The remaining $4.6M will be allechtvithin the USAF for the purchase
various BrightEye systems including the Dual LigégH Portable lllumination Systems and the new 4M/@roPortable Illumination Syste
during the remaining Fiscal Year 2008.

In an earlier field test evaluation, the AMC detared that the BrightEye System is 97% smaller iotfont, weighs 94% less th
the current dieselpowered incandescent lighting systems and savesstimated 63% in daily operating costs. In additithe AMC
concluded that the BrightEye System provides vidéesahd economical tactical lighting capability r@gjuired by expeditionary forces acr
all U.S. armed services.

During 2006, we began pursuing the Military / Hoaral Security market with a Cyberlux product catgdamown as Tactica
lllumination Systems’ which provide bright white DHighting and covert night vision-compatible ligig in a selfeontained portable batte
powered system. In September of 2006, we signedn&ract with United States Air Force (USAF) to deli a commercial off the sh
(COTS) version of our BrightEye product for use a@s batterypowered visible and covert lighting for expeditionamilitary force
deployment. In February of 2007, we delivered thiglBEye VAC product to the USAF for field testirmgnd evaluation. In Septembet
2007, the USAF completed the field testing and riggbthat the BrightEye system provided a 54% ahaparations and maintenance «
savings, a 63% daily operational cost savings,afd% space / 94% weight savings when comparekeio ¢urrent lighting system. As
result, we were successful in securing $8M in US&Ruisition budget in the 2008 Department of Dededmsdget. We are currently prepa
to manufacture the first $5M in USAF purchase asder BrightEye systems. We believe that the remgi$3M will be purchased during 1
2008 fiscal year, but we have yet to receive comitts to confirm the mix of products to be purcdase addition in December 2007,
received an order from the National Guard Bureau$f13,004 to supply 17 BrightEye Systems to théddal Guard emergency respon
units to be used as the tactical lighting solufiendisaster response. We are currently producimd) shipping BrightEye units to fulfill th
purchase order by March 2008.

Also during 2006, we registered with the Departrafriiomeland Security (DHS) as a Secure Borderaliie subcontractor for tl
opportunity to provide advanced lighting capabititythe effort to secure the northern and southkB borders. Once The Boeing Comg
was awarded the contract as the prime contractdepioy the Secure Border Initiative solution, kmoas SBInet, we began marketing
Cyberlux BrightEye technology to Boeing and the rappate DHS organizations. In September of 200&,were selected as an SB
lighting system supplier and executed a SBInet Baippontract with The Boeing Company to providesaaced portable lighting systems
the SBInet mobile infrastructure solution. In Nowmamn of 2007, we received the first purchase ordemfThe Boeing Company for ¢
BrightEye 10M Tower Lighting System for $31,185, iaelh we produced and shipped to Boeing in Novemfére SBinet Mobil
Infrastructure team is in field tests with the Briye 10M Tower System and we expect to deploySystem during 3Q/4Q 2008 timeframe.

Retail Business Development and Sales

During 2006 after several years of attempts, weevgerccessful in closing the sale of our EverOn gpebtb Walmart Stores, Inc
our largest retail customer to date, for $39,798 aontinued our omir EverOn sales relationship QVC that resulteds42,350. Th
importance of the Walart contract was demonstrated when we were ableséothis sale as a reference when we closed teeofaui
EverOn product with The Home Depot for $64,507 ttaber 2006. In 2007, The Home Depot business asem to $139,167 and contin
to grow in already in 2008. With several major ileta as customers, we now have the experiencaild turther retail sales during 2008.

Technology Portfolio

Between November of 2006 and January of 2007, vepiised the worldwide exclusive rights to two technologies that w
combined create a breakthrough in solid-stateitightapability. Through the combination of the hghorganic / inorganic white and multi-
color lighting technology acquired from the Univigrsof California-Santa Barbara (UCSB) with the eeed Photon ExtractiohV (SPE
technology acquired from Rensselaer Polytechnititite (RPI), Cyberlux will commercialize the reiog proprietary lighting technology
“Hybrid Lighting Technology” (HLT) and market theoe technology under the “LumenOptitéchnology brand. We expect the resul
lighting technology to yield a lower cost, more myeefficient lighting source than currently avéia in solid-state lighemitting diods
(LED) solutions.
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Specifically, we acquired the worldwide exclusiwghts to patent 5,966,393 “Hybrid Ligkmitting Sources for Efficient and Ci
Effective White Lighting and for Full-Color Applitians” from UCSB. This technology patent defines the method practice for creating
white or multicolored lighting source by combining the photoluesicence of polymers and/or organic films with photémissions from
solid-state inorganic light source. The principle investoclude Nobel Laureate Dr. Alan Heeger and Dev&n DenBaars, Professol
Materials and Co-Director of the UCSB Solid-Statghting Center, who will advise the Company on kHeT technology commercialization.

In addition, we acquired the worldwide exclusivghts to five pending patents that define the Smdt€hoton Extraction technolc
method and practice from RPI. The principle inveritom RPI is the Director of the RPI Lighting Raseh Center, DiNadarajah Narendre
Dr. Narendran will also be advising the CompanyttenHLT technology commercialization.

Based on the technology acquired from UCSB and B&th leading solidtate lighting research institutions, we are posé#d t
introduce compelling lighting products to the $18@hting industry. The Company’ability to commercialize, innovative and introd
proprietary lighting technologies such as HLT, eittin unique Cyberlux products or through an OEBbkmising model, will capture t
opportunity for major advances in the lighting istty where low cost, energy efficient lighting sadas are in high demand for 1
foreseeable future.

Traditional LED lighting sources produce light whansolidstate material emits a photon through a phosphamdonversio
material to create white and muttblor light. With HLT, the phosphor is replaced lwi less costly, more efficient polymer or orgdiiim
downconversion material. In addition, HLT utilizéee SPE technology to optically maximize the lightput of the lighting source. Beca
of the fundamental difference in the nature of HhieT technologies compared to traditional LEDs, wends to broadly market 1
technology across large lighting industry markefnsents through OEM licensing and Cyberlux prodatitsons. During December of 20!
we began negotiations with a major lighting fixtumenufacturer on licensing some or all of the HleEhnology for future produ
development.

Financing Capability

During 2007, we began a financing relationship witbutsche Bank through two warrant purchase agretsrtbat resulted
financings of $760K in 2007 through warrant exegcig/e anticipate longerm financing relationship with Deutsche Bank thall also
include purchase order financing as continue tavgttrough the significant expansion of our MilitaftyfHomeland Security business. (
ability to move from a toxic financing relationshipth the NIR Group to a traditional warrant pursbaelationship with Deutsche Bank
significant step for the Company, and we intenditiize this relationship to continually improve robusiness operations and our bal:
sheet.
Results of Operations
Three months ended March 31, 2008 compared tditke months ended March 31, 2007
REVENUES

Revenues for the three months ended March 31, 2@08 $186,839 as compared to $49,462 for the sariedplast yearThe
increase in revenue was attributed to sales oKeon product to Bank of America in the amount 08 $536.

OPERATING EXPENSES

Operating expenses for the three months ended MafrcB008, were $722,209 as compared to $962,92théosame period enc
March 31, 2007. Included in the three months erddadch 31, 2008 were $152 in expenses for researde&lopment. This compares
$69,713 for the three months ended March 31, 2007.

We reported an unrealized loss for the changeiinvedue or warrants and debt derivatives of $(2BB) as compared to a gair
$3,523,832 for the same period last year. Althotiighchange of $(255,988) is unrelated to our opeyatctivities, the decrease in include
our reported net loss.

As a result of limited capital resources and mirdinexenues from operations from its inception, vemérelied on the issuance
equity securities to non-employees in exchangsdovices. 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 owuhess of operations during the n



twelve months.

35




Liquidity and Capital Resources

As of March 31, 2008, we had a working capital ciefof $7,695,571. This compares to a working apieficit of $509,670 as
December 31, 2007. Accrued interest on notes payabk $2,018,725 compared to accrued interest 893561 as December 31, 2(
Accounts payable as of March 31, 2008 were $851#&%0 compares to $733,538 as compared to Decenihe?0B7. As a result of @
operating losses for the three months ended MakcBM@8, we generated a cash flow deficit of $41B,Bom operating activities. Cash flo
from financing activities provided $484,545 prinhafrom the issuance of convertible debenturegterthree months ended March 31, 2008.

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 defictenf 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 swgfoé$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 hatedta their report included in our December 31020Form 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.

April 2007 Stock Purchase Agreement

To obtain funding for our ongoing operations, weeeed into a Securities Purchase Agreement with &mgeredited investors
April 18, 2007, for the sale of (i) $400,000 in sezd 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 developmaposes, working capi
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.

The secured convertible notes bear interest atn@&tiire three years from the date of issuance, endamvertible into our comm
stock, at the investors' option, at the lower df$0.10 or (ii) 25% of the average of the threedstintraday trading prices for the comr
stock on the Over-Th€ounter Bulletin Board for the 20 trading days lbefbut not including the conversion date. The julhcipal amour
of the secured convertible notes is due upon detender the terms of secured convertible notes.\iidreants are exercisable until seven'y
from the date of issuance at a purchase price @2$per share. In addition, the conversion priceéhef secured convertible notes and
exercise price of the warrants will be adjustedhia event that we issue common stock at a pricewb#te fixed conversion price, bel
market price, with the exception of any securitesied in connection with the Securities Purchagee@dment. The conversion price of
secured convertible notes and the exercise priteeofvarrants may be adjusted in certain circunegtsusuch 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 warrante hot been adjusted. The selling stockholderg lcantractually agreed to restrict t
ability to convert or exercise their warrants aadeive shares of our common stock such that thébaunf shares of common stock helc
them and their affiliates after such conversiomxercise does not exceed 4.9% of the then issudw@standing shares of common stocl
addition, we have granted the investors a secimiigyest in substantially all of our assets andliattual property and registration rights.

May 2007 Stock Purchase Agreement
To obtain funding for our ongoing operations, weeead into a Securities Purchase Agreement with doaredited investors on M
1, 2007, for the sale of (i) $150,000 in securedvettible notes, and (ii) warrants to purchase @0,800 shares of our common stock.

investors purchased all of the secured convertibtes on May 1, 2007.

The proceeds received from the sale of the seatoadertible notes were used for business developmaposes, working capi
needs, pre-payment of interest, payment of comguéind legal fees and purchasing inventory.
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The secured convertible notes bear interest at8&ture three years from the date of issuance, ndaavertible into our comm
stock, at the investors' option, at the lower »#$@.10 or (ii) 25% of the average of the threedstintraday trading prices for the comr
stock on the Over-Th&ounter Bulletin Board for the 20 trading days Ibefbut not including the conversion date. The fuihcipal amour
of the secured convertible notes is due upon detendler the terms of secured convertible notes.\iidreants are exercisable until seven 'y
from the date of issuance at a purchase price @2$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.

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 &blbbtain such investments. Financing transagtinay 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 issuanafeequity 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 requirementsvthdt 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 tiglpreferences 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.

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.

June 6, 2007 Stock Purchase Agreement

To obtain funding for our ongoing operations, weeead into a Securities Purchase Agreement with doaredited investors on Jt
6, 2007, for the sale of (i) $150,000 in securedveatible notes, and (ii) warrants to purchase @0,000 shares of our common stock.
investors purchased all of the secured convertibtes on June 6, 2007.

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

The secured convertible notes bear interest atn@&tiire 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 lbefbut not including the conversion date. The julhcipal amour
of the secured convertible notes is due upon detender the terms of secured convertible notes.\iidreants are exercisable until seven 'y
from the date of issuance at a purchase price @2$per 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#te fixed conversion price, bel
market price, with the exception of any securitesied in connection with the Securities Purchagee@dment. The conversion price of
secured convertible notes and the exercise priteeofvarrants may be adjusted in certain circunegtsusuch 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 stockdher’s position. As of the date of this filing, the cension price for the secured convert
debentures and the exercise price of the warrante hot been adjusted. The selling stockholderg lcantractually agreed to restrict t
ability to convert or exercise their warrants aadeive shares of our common stock such that thébaunf 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 secimigyest 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.ithalthl investments are bei
sought, but we cannot guarantee that we will be &blbbtain such investments. Financing transagtinay 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 nddfigult to obtain financing through the issuanafeequity or debt securities. Even if
are able to raise the funds required, it is poeditdit we could incur unexpected costs and expgfak® collect significant amounts owec



us, or experience unexpected cash requirementsvthdtl force us to seek alternative financing. Rert if we issue additional equ
or debt securities, stockholders may experiencéiaddl dilution or the new equity securities magvia rights, preferences or privileges se
to those of existing holders of our common stotkdditional financing is not available or is netdable on acceptable terms, we will hav
curtail our operations again.

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.
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June 20, 2007 Stock Purchase Agreement

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

The proceeds received from the sale of the seaoadertible 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, ndaavertible into our comm
stock, at the investors' option, at the lower »#$@.10 or (ii) 25% of the average of the threedstintraday trading prices for the comr
stock on the Over-Th&ounter Bulletin Board for the 20 trading days Ibefbut not including the conversion date. The fuihcipal amour
of the secured convertible notes is due upon detendler the terms of secured convertible notes.\iidreants are exercisable until seven'y
from the date of issuance at a purchase price @f2$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 Purchageément. The conversion price of
secured convertible notes and the exercise priteeofvarrants may be adjusted in certain circunegtsusuch 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 stockdher’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 thébaunf 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 secintigyest 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.ithalthl investments are bei
sought, but we cannot guarantee that we will be &blbbtain such investments. Financing transagtinay 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 issuanafeequity or debt securities. Even if
are able to raise the funds required, it is possiftht we could incur unexpected costs and expgefak® 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 tiglpreferences 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.

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. 12%cbunting for certain Hybrid Financial Instrumerais amendment of FAS
Statements No. 133 and 14@F SFAS No. 155. SFAS No. 155 permits fair valumeasurement for any hybrid financial instrument
contains an embedded derivative that otherwise dveeduire bifurcation, clarifies which interest-prdtrips and principabnly strips are ni
subject to the requirements of Statement No. 18@béshes a requirement to evaluate interestedurgiized 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 derivatigesl 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. SFESS is effective for all financial instruments aggd or issued after the beginning of
entity’s first fiscal year that begins after September2l®6. We do not expect the adoption of SFAS 15batve a material impact on «
consolidated financial position, results of opemasi or cash flows.

In March 2006, the FASB issued FASB Statement N, AAccounting for Servicing of Financial Assetan amendment to FAS
Statement No. 140. Statement 156 requires thahtity 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 Compafiry&cial position and results
operations.

In July 2006, the FASB issued Interpretation No.(BBN 48). “Accounting for uncertainty in Income Xes”. FIN 48 clarifies th



accounting for Income Taxes by prescribing the mimn recognition threshold a tax position is recliite meet before beil
recognized in the financial statements. It alsovijples guidance on derecognition, measurement, ifitag®on, interest and penaltit
accounting in interim periods, disclosure and titéors and clearly scopes income taxes out of SFAS\Bcounting for ContingenciesFIN
48 is effective for fiscal years beginning aftercBmber 15, 2006. We have not yet evaluated the dmphadopting FIN 48 on o

consolidated financial position, results of opanasi and cash flows.
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In September 2006 the Financial Account Standamed(the “FASB”)issued its Statement of Financial Accounting Stat&ld57
Fair Value Measurements. This Statement definevédile, establishes a framework for measuringvalue in generally accepted accoun
principles (GAAP), and expands disclosures aboutvidue measurements. This Statement applies untther 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 catneractice. 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 quarteport on Form 10-Q do not contain any finanoi@lasures which are not in
accordance with generally accepted accounting proes.

Inflation
In the opinion of management, inflation has not hadaterial effect on our financial condition osuits 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
military and Homeland Security, portable illumirmatjsystem, lighting and our hybrid lighting techloyy that is based on the recel
acquired patent rights from Renssealer Polytecimsigtute and at the University of California SaB@rbara.

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

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 proceslure

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, 2008. 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 requirepply 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 areffective to provide reasonable assurance thainiration 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 nejmgy.
We regularly review our system of internal contekr financial reporting and make changes to oocgsses and systems to impi
controls and increase efficiency, while ensuringtttve 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-Q that have materially affected, orragsonably likely to materially affect, our intekpantrol over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

From time to time, we may become involved in vasidawsuits and legal proceedings which arise inotidénary course of busine
However, litigation is subject to inherent uncentas, and an adverse result in these or otherensathay arise from time to time that r
harm our business.

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

On September 5, 2007, we announced that we had eaned an action against AJRartners, LLC, AJW Offshore, LTD., AJ
Qualified Partners, LLC, and New Millennium CapiRadrtners Il, LLC, (the “Defendantsif) the United States District Court for the Sout
District of New York for violations of the anfraud provisions of the Securities Act of 1934 uftanegligent misrepresentation, breac
fiduciary duty, breach of contract, breach of iredlicovenant of good faith and fair dealing and ession. The complaint alleges that
Defendants utilized an illegal trading scheme imrgy deceptive secured loan financings to convearess of Compang’ common stock fi
the Defendants’ own use and benefit. The tradihgis@ involved the Defendants manipulating the Caw'gastock price downward by sh
sales. In addition the complaint seeks declaratojynctive and monetary relief. On September D072 AJW Partners, LLC, AJW Offsho
LTD., AJW Qualified Partners, LLC, New Millenniuma@ital Partners Il, LLC and AJW Master Fund, LTiled and action against us in
Supreme Court of the State of New York, County efANYork alleging breach of contract. On Septeml&er2BD07, we removed the state
complaint to federal court to join the federal dotmmplaint. On March 17, 2008, the federal coatihg determined that it lacked sub
matter jurisdiction over the state court complaietmanded the case back to state court. On Ma@Qd8,2ve filed our answer and affirmat
and separate defenses and our counterclaims fardery, injunctive and monetary relief.

On September 13, 2007, Britannia Law Office comreenan action against us and our President, Marlsdbmidt, in th
General Court of Justice, Superior Court Divisibauyham County. North Carolina, alleging breach afitcact, additional payments due ur
contract, unjust enrichment, fraud and unfair trpdectices arising out of a consultant agreemenése motions are currently pending.
believe that their claims are without merit andwikk vigorously defend these claims.

Item 2. Unregistered Sales of Equity Securities @ad of Proceeds.

In January 2008 , holders converted 2 shares ¢énpeel stock — Series A into 100,000 shares of comatock. Each share of
preferred stock is convertible into 50,000 shafesoaxmon stock.

In January 2008, we issued 100,000 shares of itsramn stock in exchange for services rendered.
In February 2008, the Company issued 6,763,30@sharits common stock as security in conjunctidgt the sale of a warrant.
In February 2008, the Company issued 7,500,00@&sharits common stock in conjunction with the sa#la warrant.
Item 3. Defaults Upon Senior Securities.
On August 21, 2007, we received a Notice of Deffnain AJW Partners, LLC, New Millennium Capital Beers I, LLC, AJW

Qualified Partners, LLC and AJW Offshore, LTD. (eclively, the “Investors”)claiming that we were purportedly in default of tein
obligations under our notes issued to the Investoesto our failure to honor any further conversidémotes to common stock.

Item 4. Submission of Matters to a Vote of Secudblders.
None.

Item 5. Other Information.

Subsequent Events.

In April 2008, we borrowed a aggregate of $140,d80conjunction with the borrowing, the Companyuisd a total of 10,000,0
shares of its common stock.
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On May 8, 2008, the Minnesota National Guard issadeurchase Order for two BrightEye Portable LigitSystems for a tot
purchase price of $36,824.

On May 9, 2008, the New York National Guard issae®&urchase Order for two BrightEye Portable LightBystems and tv
BrightEye Field Spare Parts kits for a total pusghprice of $49,648.

Iltem 6. Exhibits

31.1 Certification of Chief Executive Officer pursuard Rule 13a-14 and Rule 13dKa), promulgated under the Securities
Exchange Act of 1934, as amended

31.2 Certification of Chief Financial Officer pursuant Rule 13at4 and Rule 15d 14(a), promulgated under the SeEsuran:
Exchange Act of 1934, as amended

32.1 Certification pursuant to 18 U.S.C. Section 1359 adopted pursuant to Section 906 of the Sarb@més Act of 2002 (Chie
Executive Officer)

32.2 Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarb@mtsy Act of 2002 (Chie
Financial Officer)
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SIGNATURES

In accordance with requirements of the Exchange thetregistrant caused this report to be signeitsdrehalf by the undersigned, thereunto
duly authorized.

CYBERLUX CORPORATION

Date: May 14, 2008 By: /s/ DONALD F. EVANS
Donald F. Evans
Chief Executive Officer (Principal Executive Offigeand
Chairman of the Board of Directors

Date: May 14, 2008 By: /s/ DAVID D. DOWNING
David D. Downing
Chief Financial Officer (Principal Financial Officand
Principal Accounting Officer)
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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 10§@yberlux Corporation;

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtéde 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 statements,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 offg£eand | are responsible for establishing andntaaiing 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:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedurbe ttesigned under ¢
supervision, to ensure that material informatidiatieg to the small business issuer, includingciasolidated subsidiaries
made known to us by others within those entitiestigularly during the period in which this rep@tbeing prepared;

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

(c) Evaluated the effectiveness of the small busingsser's disclosure controls and procedures anemgessin this report o
conclusions about the effectiveness of the discosantrols and procedures, as of the end of thegeovered by this repc
based on such evaluation; and

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

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

(a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting whic
are reasonably likely to adversely affect the srhalliness issuer's ability to record, process, samam and report financi
information; and

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

Date: May 14, 2008

/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 10§@yberlux Corporation;

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

3. Based on my knowledge, the financial statements,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,aand for, the periods preser
in this report;

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

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurks ttesigned under ¢
supervision, to ensure that material informatidiatieg to the small business issuer, includingcasolidated subsidiaries
made known to us by others within those entitiestigularly during the period in which this rep@rtbeing prepared;

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

(c) Evaluated the effectiveness of the small businesser's disclosure controls and procedures an@émiesb in this report o
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this repc
based on such evaluation; and

(d) Disclosed in this report any change in the smadiifess issuer's internal control over financiabrépg that occurred durir
the small business issuer's most recent fiscaltgughe small business issuer's fourth fiscal tuan the case of an ann
report) that has materially affected, or is reabtnéikely to materially affect, the small busineissuer's internal control o\
financial reporting; and

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

(a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting whic
are reasonably likely to adversely affect the srhalliness issuer's ability to record, process, samam and report financi
information; and

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

Date: May 14, 2008

/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 CyberlGorporation (the “Company”) on Form IDfor the period ending March !
2008, as filed with the Securities and Exchange @@sion on the date hereof (the “Report;)Ponald 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 prets, in all material respects, the financial ctadi and result ¢
operations of the Company.

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

Date: May 14, 2008 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 CyberlGorporation (the “Company”) on Form IDfor the period ending March !
2008, as filed with the Securities and Exchange @@sion on the date hereof (the “Report))Pavid D. Downing, Acting Chief Financi
Officer of the Company, certify, pursuant to 18 W€ Ssection 906 of the Sarbanes-Oxley Act of 20i0&t;

(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 prets, in all material respects, the financial ctadi and result ¢
operations of the Company.

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

Date: May 14, 2008 By: /s/ DAVID D. DOWNING

David D. Downing
Chief Financial Officer




