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CYBERLUX CORPORATION
CONDENSED BALANCE SHEETS
(UNAUDITED)

September 30, 2005
Assets

Current assets:

Cash & cash equivalents $ 17,383
Accounts Receivable, Allowance for Doubtful Acc ounts is $ -0- 2,454
Inventory 443,312
Other current assets 63,894
Total current assets 527,044

Property, plant and equipment, net of accumulated

depreciation of $ 104,825 and $92,335, respectively 59,813
Other Assets:

Patents 83,404
Total Assets $ 670,260

Liabilities and Deficiency in Stockholders' Equity

Current liabilities:

Accounts payable $ 742,425
Accrued liabilities 437,008
Short-term notes payable - shareholders 386,595
Short-term notes payable 27,500
Total current liabilities 1,593,528

Long-term liabilities:
Notes payable 1,154,158

Total long-term liabilities 1,154,158

Deficiency Stockholders' equity:

Preferred stock, $0.001 par value, 200 shares a uthorized,

Class A, 66.3606 and 151.8606 shares issued and outstanding as

of September 30, 2005 and December 31, 2004 res pectively 1

Preferred stock, $0.001 par value, 800,000 shar es authorized,

Class B, 800,000 and 0 shares issued and outsta nding as of

September 30, 2005 and December 31, 2004 respec tively 800

Common stock, $0.001 par value, 300,000,000 sha res authorized,

74,550,001 and 23,770,233 shares issued and out standing as of

September 30, 2005 and December 31, 2004 respec tively 74,550

Additional paid-in capital 11,494,624

Accumulated deficit (13,647,401)
Deficiency in stockholders' equity (2,077,425)
Total liabilities and (deficiency) in stockholders' equity $ 670,260

The accompanying notes are an integral part obthesudited condensed financial statements
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December 31, 2004

$ 415375

483,779

43,018

$ 176,094
323,408
399,080

27,500

926,082

1,355,069

1,355,069

800

23,770
9,099,302
(10,847,683)



Revenue
Cost of goods sold

Gross margin (loss)
Operating Expenses:
Marketing and advertising
Depreciation and amortization
Research and development
General and administrative expenses
Total operating expenses
(Loss) from operations
Other income/(expense)

Other Income

Interest income

Interest expense
Debt acquisition costs

Net Loss before provision for income taxes

and preferred dividend
Income taxes (benefit)

Net loss

CYBERLUX CORPORATION
CONDENSED STATEMENTS OF OPERATIONS
(UNAUDITED)

For the Three Months Ended For the Nine
September 30, September 30, September 30,
2005 2004 2005
$ 12434 $ 2,082 $ 26,202

(75,503)  (15,724)  (104,989)

(63,069)  (13,642) (78,787)

97,718 21,830 235,389
5,892 14,159 19,073
142,537 34,086 262,117

539,263 533,167 1,347,459
785,410 603,242 1,864,038

(848,479)  (616,884)  (1,942,825)

49 1 349

(101,555)  (598,741)  (270,434)
(492,476) (586,807)

(1,442,461) (1,215,624)  (2,799,717)

(1,442,461) (1,215,624)  (2,799,717)

Preferred dividend - Beneficial conversion discount

on convertible preferred

Net loss available to common stockholders

Weighted average number of common shares

outstanding, basic and fully diluted

Net loss per share - Basic and fully diluted

Preferred dividend

$(1,442,461) $(1,215,624) $(2,799,717)

72,881,110 19,388,317 47,503,678
$ (002 $ (0.06) $ (0.06)

$ 24,000 $ 24,000 $ 72,000

The accompanying notes are an integral part obthesudited condensed financial statements
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Months Ended

September 30,
2004

$ 23,288

(32,111)

10,380

45,811

34,086
2,461,432
2,551,709

(2,560,532)

63
(653,367)

(3,213,836)

(3,213,836)

(800,000)

$ (4,013,836)

17,080,605
$  (0.24)
$ 48,000



Cyberlux Corporation Condensed Statement of Caslvs-|

Cash flows provided by (from-used in) operating act
Net (loss) available to common stockholders
Depreciation and amortization
Beneficial conversion discount - preferred stock

Amortization of debt discount - beneficial conver
feature of convertible note (Note D)

Amortization of debt discount - value of
warrants attached to convertible note (Note D)

Shares issued for previously incurred debt
Shares issued/(cancelled) for factoring deposit
Warrants issued to consultants for services
Warrants issued in connection with financing

Preferred shares issued for conversion of accrued
management fees

Preferred shares issued for previously incurred d
Shares issued for consulting services

Decrease (increase) in accounts receivable
Decrease (increase) in inventories

(Increase) decrease in prepaid expenses

(Increase) decrease in other assets

Increase (decrease) in accrued interest

Increase (decrease) in accrued liabilities
(Decrease) increase in management fee payable-rel
(Decrease) increase in other accounts payable

Net cash (used in) operating activities

Cash flows provided by (used in) investing activiti
Payments for property, plant and equipment

Cash (used in) investing activities

Cash flows provide by (used in) financing activitie
Payments for (proceeds from) short-term notes pay

(Payments for ) proceeds from short-term notes
payable-shareholders (net)

Proceeds from advance deposits

(Payments for) Proceeds from convertible long-ter
Proceeds from issuance of preferred stock
Proceeds from subscriptions receivable

Issuance of common stock

Net cash provided by (used in) financing activities

(Unaudited)
For the Nine Months En ded
September 30, 2005 Septe mber 30, 2004
ivities
$ (2,799,717) $ ( 4,013,836)
19,073 45,811
dividend - 800,000
sion
219,697 500,000
91,937
32,691
(90,000)
14,160 349,173
385,333
- 723,670
ebt 76,330
126,000 1,367,810
(2,454) (11,862)
(443,312)
4,509 (89,101)
(52,860) 63,105
85,139 (49,696)
28,461 (69,760)
ated party - (723,670)
566,331 -
(1,849,640) (997,398)
es
(35,867) (19,998)
(35,867) (19,998)
s
able, net - (255,000)
(12,485) (92,600)
m notes 1,500,000 500,000
79,308
276,186
778,247
1,487,515 1,286,141



Net increase (decrease) in cash (397,992) 268,745
Cash - beginning 415,375 16,247
Cash - ending $ 17,383 $ 284,992
Supplemental disclosures:
Interest Paid $82,470 $111,126
Income Taxes Paid -

Non-Cash investing and financing activities:

Shares issued for research and development and co nsulting 126,000 1,367,810
Shares issued for conversion of debt 420,608 32,691
Warrants issued in connection with financing 373,592 -
Warrants issued to consultants for services 14,160 349,173
Warrants issued detachable with convertible prefe rred shares 58,915
Shares issued in connection with factoring - (90,000)
Amortization of debt discount - beneficial conversi on
feature of convertible note (Note D) 219,697 500,000
Amortization of debt discount - value of
warrants attached to convertible note (Note D) 91,937
Beneficial conversion discount on convertible prefe rred stock - 800,000
Convertible preferred shares issued for note payabl e and
accrued interest - 76,330
Convertible preferred shares issued for accrued man agement fees - 723,670

The accompanying notes are an integral part obthesudited condensed financial statements

5



CYBERLUX CORPORATION

NOTES TO CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES
General

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting principles
generally accepted in the United States of Amencanterim financial information and the instrumtis to Form 10-QSB. Accordingly, they
do not include all of the information and footnotegquired by generally accepted accounting priesifibr complete financial statements.

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 nine-month period ended September 30, 28@5not necessarily indicative of the
results that may be expected for the year endedrleer 31, 2005. The unaudited condensed consdlifiasncial statements should be read
in conjunction with the consolidated December 3£financial statements and footnotes theretaded in the Company's Form 10-KSB
for the year ended December 31, 2004.

Business and Basis of Presentation

Cyberlux Corporation (the "Company") is incorpothtender the laws of the State of Nevada. The Compahich has transitioned from a
development state enterprise, develops, manufactur@ markets long-term portable lighting prodéectsommercial and industrial users.
While the Company has generated revenues fronalisof products, the Company has incurred expeaselssustained losses. Consequently,
its operations are subject to all risks inhererthmestablishment of a new business enterprisef &gptember 30, 2005, the Company has
accumulated losses of $13,647,401.

Revenue Recognition

For revenue from product sales, the Company regegmnievenue in accordance with SEC Staff AccourBulgetin No. 101, "Revenue
Recognition in Financial Statements" ("SAB 101'AB5101 requires that four basic criteria must be before revenue can be recognized:
(1) persuasive evidence of an arrangement exB&jstglivery has occurred; (3) the selling pricéxed and determinable; and (4) collectibil
is reasonably assured. Determination of criterjaa(®l (4) are based on management's judgmentgliegdhe fixed nature of the selling
prices of the products delivered and the collelityoof those amounts. Provisions for discounts eglthtes to customers, estimated returns
allowances, and other adjustments are provideihftire same period the related sales are recofdedCompany defers any revenue for
which the product has not been delivered or isexthip refund until such time that the Company #edcustomer jointly determine that the
product has been delivered or no refund will beunegl.

SAB 104 incorporates Emerging Issues Task Forc2l0QEITF 00-21"), MULTIPLE DELIVERABLE REVENUE ARRNGEMENTS.

EITF 00-21 addresses accounting for arrangemeatsrihy involve the delivery or performance of npl#iproducts, services and/or rights to
use assets. The effect of implementing EITF 00+2the Company's consolidated financial position i@sdilts of operations was not
significant.

Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsvefmge and expenses during the reporting periodidhcesults could differ from those
estimates.

Cash and cash equivalents

For purposes of the Statements of Cash Flows, timep@ny considers all highly liquid debt instrumemtschased with a maturity date of
three months or less to be cash equivalents.

Property, plant and equipment

Property and equipment are recorded at cost. Midditions and renewals are expensed in the yearrga: Major additions and renewals
capitalized and depreciated over their estimatefuliives. Depreciation is calculated using thaight-line method over the estimated useful
lives

Reclassification



Certain reclassifications have been made to confofar periods' data to the current presentatidrese reclassifications had no effect on
reported losses.



CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (Continued)
Impairment of long lived assets

The Company has adopted Statement of Financial xdtoay Standards No. 144 (SFAS 144 ). The Statemgepiires that long-lived assets
and certain identifiable intangibles held and usgthe Company be reviewed for impairment whenevents or changes ill circumstances
indicate that the carrying amount of an asset nwdyoa recoverable. Events relating to recoveratifiay include significant unfavorable
changes in business conditions, recurring losses farecasted inability to achieve break-even afieg results over an extended period. The
Company evaluates the recoverability of long-liasdets based upon forecasted undercounted cash 8bwuld impairment in value be
indicated, the carrying value of intangible assétsbe adjusted, based on estimates of futureadiated cash flows resulting from the use
ultimate disposition of the asset. SF AS No. 146 abquires assets to be disposed of be reported &iwer of the carrying amount or the
value less costs to sell.

Fair value of financial instruments

Fair value estimates discussed herein are basedagptain market assumptions and pertinent infdonatvailable to management as of
September 30, 2005and 2004. The respective camglug of certain on-balance-sheet financial imsgnts approximated their fair values.
These financial instruments include cash and adsquayable. Fair values were assumed to approxicaaitging values for cash and payat
because they are short term in nature and thalyingramounts approximate fair values or they agaple on demand.

Concentrations of Credit Risk

Financial instruments and related items which pid#iyp subject the Company to concentrations oflirdsk consist primarily of cash, cash
equivalents and trade receivables. The Compangsgliés cash and temporary cash investments withitareality institutions. At times, such
investments may be in excess of the FDIC insuréinie

Stock-Based Compensation:

In December 2002, the FASB issued SFAS No. 148¢8Anting for Stock-Based Compensation-Transitioth Risclosure-an amendment of
SFAS 123." This statement amends SFAS No. 123,deting for Stock-Based Compensation," to provideraative methods of transition
for a voluntary charge to the fair value based e thf accounting for stockased employee compensation. In addition, thigrstamt amenc
the disclosure requirements of SFAS No. 123 toirequrominent disclosures in both armual and intdmancial statements about the
method of accounting for stock-based employee cosgt®n and the effect of the method used on regadsults. The Company has chosen
to continue to account for stock-based compensasirg the intrinsic value method prescribed in ABEnion No.25 and related
interpretations. Accordingly, compensation expdnseatock options is measured as the excess, if@fthe fair market value of the
Company's stock at the date of the grant oversteecese price of the related option. The Compars/ddopted the annual disclosure
provisions of SFAS No0.148 in its financial repdids the year ended December 31,2002 and subseyears.

Had compensation costs for the Company's stockmaptieen determined based on the fair value ajrthve dates for the awards, the
Company's net loss and losses per share woulddeereas follows (transactions involving stock apgicssued to employees and Black-
Scholes model assumptions are presented in Note D):

For the nine months ended
September 30,

2005 2004
Net loss attributable to common stockholders -as re ported $(2,799,717) $(4,013,836)
Add. Total stock based employee compensation expen se as
reported under intrinsic value method (APB No. 25)
Deduct Total stock based employee compensation expe nse
as reported under fair value based method (SFAS No . 123) (718,800)
Net loss -Pro Forma $(3,518,517) $(4,013,836)
Net loss attributable to common stockholders - Pro forma $(3,518,517) $(4,013,836)
Basic (and assuming dilution) loss per share - as r eported $ (0.06) $ (0.24)

Basic (and assuming dilution) loss per share - Pro fooma $ (0.07) $ (0.24)






CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (Continued)
Loss per share

Net loss per share is provided in accordance wvtdeSent of Financial Accounting Standards No.1S#B AS #128) Earnings Per She
Basic loss per share is computed by dividing lossedable to common stockholders by the weightextage number of common shares
outstanding during the period.

Segment reporting

The Company follows Statement of Financial Accoumtstandards No.130, Disclosures About Segmerds &nterprise and Related
Information. The Company operates as a single segamal will evaluate additional segment disclogeguirements as it expands its
operations.

Income taxes

The Company follows Statement of Financial Accaumtstandard No.109, Accounting for Income TaxesAG&No0.109) for recording the
provision for income taxes. Deferred tax assetsliahdities are computed based upon the differdmeteveen the financial statement and
income tax basis of assets and liabilities usimgathacted marginal tax rate applicable when ttate@lasset or liability is expected to be
realized or settled. Deferred income tax expenségioefits are based on the changes in the asBability during each period. If available
evidence suggests that it is more likely than hat some portion or all of the deferred tax ass@tsiot be realized, a valuation allowance is
required to reduce the deferred tax assets tortfveiat that is more likely than not to be realizZ€dture changes in such valuation allowance
are included in the provision for deferred incomeets in the period of change. Deferred income tenagarise from temporary differences
resulting from income and expense items reportefifancial accounting and tax purposes in diffegmariods. Deferred taxes are classified
as current or non-current, depending on the ciaaiibn of assets and liabilities to which theyatel Deferred taxes arising from temporary
differences that are not related to an asset bilitipare classified as current or non-currentelating on the periods in which the temporary
differences are expected to reverse

Recent pronouncements

In November, 2004, the Financial Accounting Stadddoard (FASB) issued SFAS 151, Inventory Cosis amendment of ARB No. 43,
Chapter 4. This statement amends the guidance B )R& 43, Chapter 4, "Inventory Pricing", to clgrthe accounting for normal amounts
idle facility expense, freight, handling costs, avasted material (spoilage). Paragraph 5 of ARBCt&pter 4, previously stated that"... under
certain circumstances, items such as idle faailigense, excessive spoilage, double freight, aimémeling costs may be so abnormal as to
require treatment as current period charges. "Statement requires that those items be recognizedraent-period charges regardless of
whether they meet the criterion of "so abnormai“adldition, this Statement requires that allocatibfixed production overheads to the costs
of conversion be based on the normal capacityeptioduction facilities. This Statement is effeetfor inventory costs incurred during the
fiscal years beginning after June 15, 2005. Manag¢mioes not believe the adoption of this Stateméhhave any immediate material
impact on the Company. In December, 2004, the F&SBed SFAS No. 152, "Accounting for Real Estateé-Sharing Transactions - an
amendment of FASB Statements No. 66 and 67" (SF#23. The amendments made by Statement 152. ThisnStat amends FASB
Statement No. 66, Accounting for Sales of Real tEsta reference the financial accounting and rpgguidance for real estate time-sharing
transactions that is provided in AICPA Statemer®osition (SOP 04-2), Accounting for Real Estatmg4Sharing Transactions. This
Statement also amends FASB Statement No. 67, Atioouior Costs and Initial Rental Operations of Restate Projects, to state that the
guidance for (a) incidental operations and (b)casturred to sell real estate projects does nolyap real estate time-sharing transactions.
The accounting for those operations and costshjgesuto the guidance of SOP 04-2. This Statenkaffective for financial statements for
fiscal years beginning after June 15, 2005, witliexaapplication encouraged. The Company doesantitipate that the implementation of
this standard will have a material impact on it&ficial position, results of operations, or casiv§l.

On December 16, 2004, the Financial Accounting &ieas Board ("FASB") published Statement of Finah&iccounting Standards No. 123
(Revised, 2004), Share-Based Payment ("SFAS 123FAS 123R requires that compensation cost retatetlare-based payment
transactions be recognized in the financial statésa&Shardsased payment transactions within the scope of SEZ8R include stock option
restricted stock plans, performance-based awatatsk appreciation rights, and employee share pseptans. The provisions of SFAS 123R
are effective as of the first interim period thagims after June 15, 2005. Accordingly, the Compaitlimplement the revised standard in 1
third quarter of fiscal year, 2005. Currently then@pany accounts for its share-based payment traosaainder the provisions of APB25,
which does not necessarily require the recognitiottompensation costs in the financial statemavitsiagement is assessing the implications
of this revised standard, which may materially ictpghe Company's results of operations in the thirdrter of fiscal year 2005 and therea
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS

NOTE A-SUMMARY OF ACCOUNTING POLICIES (Continued)
Recent pronouncements (Continued)

On December 16, 2004, the FASB issued Statement of
Standards No. 153, Exchanges of Nonmonetary Assets,
No. 29, Accounting for Nonmonetary Transactions ('S
amends APB Opinion 29 to eliminate the exception fo
similar productive assets and replaces it with a ge

of nonmonetary assets that do not have commercial s
a nonmonetary exchange of similar productive assets
criterion and fair value if determinable, the trans

at fair value resulting in recognition of any gain
effective for nonmonetary transactions in the fisca
June 15, 2005. The Company does not anticipate that
standard will have a material impact on its financi
operations or cash flows.

NOTE B-NOTES PAYABLE AND CONVERTIBLE DEBENTURES

Notes payable at September 30, 2005 and December 31

10 % convertible note payable, unsecured and due Se
unpaid interest due at maturity ; Note holder has t
note principal together with accrued and unpaid int
stock at a rate of $ .50 per share. The company is
covenants.

10% convertible notes payable, unsecured and due Ma
interest due at maturity; Note holder has the optio
principal together with accrued and unpaid interest
stock at a rate of $ .50 per share. The Company is
covenants.

10% convertible note payable in the original amount
September, 2006. Interest is payable quarterly duri
note is convertible into the Company's common stock
50% of the average of the three lowest intraday tra
stock. The full principal amount of the secured con
default under the terms of the secured convertible
substantially all of the Company's assets, includin
subsidiaries and intellectual property. As of Septe
has converted $565,539 of the principal to common s

10% convertible note payable in the original amount
19, 2008. Interest is payable quarterly during the
convertible into the Company's common stock at the
the average of the three lowest intraday trading pr
The full principal amount of the secured convertibl
under the terms of the secured convertible notes. T
substantially all of the Company's assets, includin
subsidiaries and intellectual property.

Unamortized Beneficial Conversion

Less: current portion

Total

SEPTEMBER 30, 2005
(Unaudited)

Financial Accounting

an amendment of APB Opinion
FAS 153"). This Statement

r nonmonetary exchanges of
neral exception for exchanges
ubstance. Under SFAS 153, if
meets a commercial-substance
action must be accounted for
or loss. SFAS 153 is

| periods that begin after

the implementation of this

al position, results of

, 2004 are as follows:

2005
ptember, 2003; accrued and
he option to convert unpaid
erest to the Company's common
in violation of the loan
$2,5 00

rch, 2003; accrued and unpaid
n to convert unpaid note
to the Company's common
in violation of the loan
25,0 00

of $1,500,000, and due

ng the life of the note. The

at the lower of a) $0.72; b)

ding prices for the common

vertible notes is due upon a

notes. The note is secured by

g the assets of wholly owned

mber 30, 2005 the Note holder

tock of the Company. 934,4 61

of $1,500,000, and due July
life of the note. The note is
lower of a) $0.03; b) 50% of
ices for the common stock.

e notes is due upon a default
he note is secured by

g the assets of wholly owned

1,500,0 00
(1,280,3 03)
11816 58
(27,5 00)
$1,154,1 58

2004

$2,500

25,000

1,355,069

1,382,569

(27,500)

$1,355,069



CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Unaudited)

NOTE C -STOCKHOLDER'S EQUITY
Preferred Stock

The Company has authorized 200 shares of Pref@lees$ A stock, with a par value of $.001 per shassof September 30, 2005, the
Company has 66.3606 shares of Preferred Classrsissued and outstanding

The Company has authorized 800,000 shares of Redf€@lass B stock, with a par value of $.001 pareshAs of September 30, 2005, the
Company has 800,000 shares of Preferred ClassrBssissued and outstanding. The Preferred Classii2s accumulates interest, payabl
dividends at the rate of 12% per annum. For the geded December 31, 2004 $96,000 in dividends aetemulated. For the period ended
September 30, 2005 an additional $72,000 in dividemere accumulated. These dividends are not redardtil declared by the Company.

Common Stock

The Company has authorized 300,000,000 sharesmohon stock, with a par value of $.001 per shareofASeptember 30, 2005, the
Company has 74,550,001 shares issued and outggandin

During the three months ended March 31, 2005, msldenverted 38.5 shares of preferred stock - Gldaso 1,925,000 shares of common
stock at $.10 per share.

In January, 2005, the Company issued 1,035,22Esludrits common stock at $0.0248 per share onarsion of notes payable.
In January, 2005, the Company issued 1,035,22Esludiits common stock at $0.0135 per share onagsion of notes payable.
In February, 2005, the Company issued 1,035,22feshad its common stock at $0.00883 per share amazsion of notes payable.
In March, 2005, the Company issued 1,035,221 sladrigs common stock at $0.01358 per share on asiose of notes payable.
In March, 2005, the Company issued 1,035,221 shafriés common stock at $0.00983 per share on asiove of notes payable.

During the three months ended June 30, 2005, hotmeverted 26.5 shares of preferred stock - Glaeso 1,325,000 shares of common
stock at $.10 per share.

In April, 2005, the Company issued 800,000 shaféts @ommon stock at $0.03 per share in exchaagesdrvices.

In April, 2005, the Company issued 1,035,221 shafés common stock at $0.0118 per share on camweiof notes payable.
In April, 2005, the Company issued 1,035,221 shafés common stock at $0.011 per share on comwe notes payable.
In May, 2005, the Company issued 1,035,221 shdriégs common stock at $0.0108 per share on conwersi notes payable.
In May, 2005, the Company issued 1,600,000 shdriéss common stock at $0.0105 per share on conversi notes payable.
In May, 2005, the Company issued 1,100,000 shdriégs common stock at $0.0103 per share on conwersi notes payable.
In May, 2005, the Company issued 1,700,000 shdriéss common stock at $0.0088 per share on conversi notes payable.
In May, 2005, the Company issued 1,700,000 shdriégs common stock at $0.0085 per share on conwersi notes payable.
In May, 2005, the Company issued 3,400,000 shdriéss common stock at $0.0083 per share on conversi notes payable.
In June, 2005, the Company issued 250,000 shalitsafmmon stock at $0.02 per share in exchangsefwices.

In June, 2005, the Company issued 6,800,000 sbaresscommon stock at $0.0083 per share on coied notes payable.
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Unaudited)

NOTE C -STOCKHOLDER'S EQUITY (Continued)

In June, 2005, the Company issued 2,400,000 sbaresscommon stock at $0.0092 per share on coiomed notes payable.
In June, 2005, the Company issued 7,900,000 sbaresscommon stock at $0.0085 per share on cored notes payable.
In July, 2005, the Company issued 9,573,000 sharigs common stock at $0.0085 per share on coioref notes payable.
In August, 2005, the Company issued 1,000,000 stafrits common stock at $0.097 per share in exgphdor services.

During the three months ended September 30, 2@&ets converted 20.5 shares of preferred stodas<CA into 1,025,000 shares of
common stock at $.10 per share.

NOTE D -STOCK OPTIONS
Class A Warrants

The following table summarizes the changes in wasrautstanding and the related prices for theeshafrthe Company's common stock
issued to shareholders at September 30,2005.

Warrants Outsta nding Warrants Exercisa ble
Weighted Aver age Weighted Weighted
Number Remaining Contr actual  Average Number Average
Exercise Prices  Outstanding Life (years) Exercise Price Exercisable Price Exercise Price
$0.03 25,000,000 5 $0.03 25,000,000 $0.03
0.10 91,500 4 $0.10 91,500
0.20 1,845,000 3 0.20 1,845,000 0.20
0.25 8,751,564 2 0.25 8,751,564 0.25
0.50 2,600,000 5 0.50 2,600,000 0.50
$1.05 8,643,064 2 1.05 8,643,064 1.05
46,931,128 3.61 $0.29 46,931,128 $0.29

Transactions involving the Company's warrant issaaare summarized as follows:

Number of Shares Weighte d Average
Price P er Share
Outstanding at December 31,2004 22,821,128 $ 0.58
Granted 25,400,000 0.03
Exercised -- --
Canceled or expired (1,350,000) (0.25)
Outstanding at September 30, 2005 46,931,128 $0 .29

Warrants granted during the period ended SepteBHhe2005 include 25,000,000 issued in connectidh debt financing. The warrants are
exercisable until five years after the date of éme at a purchase price of $0.03 per share. lii@uthe exercise price is adjusted in the
event common stock is issued at a price below tiken, with the exception of any securities issagaf the date of the warrant.
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Unaudited)

Employee Stock Options

The following table summarizes the changes in oygtioutstanding and the related prices for the shafrthe Company's common stock iss
to employees of the Company under a non-qualifiredleyee stock option plan.

Options Outstanding

Options Exercisable

Weighted Av erage Weighted Weighted

Number Remainin g Average Number A verage

Exercise QOutstanding Contractual life Exercise  Exercisable Exercise
Prices  ---eeeeee- (Years ) Price  -----meeee- Price
$0.2125 2,000,000 4 $0.2125 2,000,000 0.2125
$0.2125 2,000,000 5 0.2125 2,000,000 0.2125

0.10 12,000,000 6 0.10
0.0295 12,000,000 7.5 0.0295 12,000,000 0.0295
28,000,000 6.4 $ 0.086 16,000,000 $ 0.086

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

Weighted Average

Number of Share S Price Per Share
Outstanding at December 31, 2004 4,000,00 0 $0.2125
Granted 24,000,00 0 $0.065
Exercised - - -
Canceled or expired - - -
Outstanding at September 30, 2005 28,000,00 0 $0.086

The weighted-average fair value of stock optiorantgd to employees during the period ended Septed®@005 and 2004 and the
weighted-average significant assumptions usedteriaéne those fair values, using a Black-Schold®oppricing model are as follows:

For the Nine Months Ended
September 30

2 005 2004
Significant assumptions (weighted-average):
Risk-free interest rate at grant date 2% 1.5%
Expected stock price volatility 255% 149%
Expected dividend payout -- --
Expected option life-years (a) 6 6

(2)The expected option life is based on contraaxpliration dates.

If the Company recognized compensation cost fostbek options and warrants for the non-qualifisgpyee stock option plan in
accordance with SF AS No0.123, the Company's prodanet loss and net loss per share would have${e2618,517 ) and $( 0.07 ) for the
nine months ended September 30,2005 and $(4,06158865(0.24) for the nine months ended Septembe2@4, respectively.
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Unaudited)

NOTE E -RELATED PARTY TRANSACTIONS

From time to time, the Company's principal offickesre advanced funds to the Company for workingtaiapurposes in the form of
unsecured promissory notes, accruing interest%t @@ annum. As of September 30, 2005 and Decegihex004, the balance due to the
officers was $ 386,595 and $399,080, respectively.

NOTE F -COMMITMENTS AND CONTINGENCIES
Consulting Agreements

The Company has consulting agreements with outsid&ractors, certain of whom are also Company stoiclers. The Agreements are
generally for a term of 12 months from inceptionl a@newable automatically from year to year un&tger the Company or Consultant
terminates such engagement by written notice.

NOTE G- LOSSES PER SHARE
The following table presents the computation ofibasd diluted losses per share:

For the Nine Months Ended September 30,

2005 2004
Net loss available to Common stockholders $(2,799,717) $(4,013,836)
Basic and diluted loss per share (0.06) (0.24)
Weighted average common shares outstanding 47,503,678 17,080,605

NOTE I- GOING CONCERN MATTERS

The accompanying statements have been preparedangconcern basis, which contemplates the r&#dia of assets and the satisfactiol
liabilities in the normal course of business. Aewh in the accompanying financial statements ferrtine months ended September 30, 2005
and for the period from inception through Decen®2004, the Company incurred losses from operadi$(2,799,717) and $(10,847,6¢
respectively. These factors among others may iteliteat the Company will be unable to continue gsiag concern for a reasonable period
of time.

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

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

The Company's existence is dependent upon managerabitity to develop profitable operations angalee it's liquidity problems.
Management anticipates the Company will attainifable status and improve its liquidity through tuntinued developing, marketing and
selling of its services and additional equity inwesnt in the Company. The accompanying financetkeshents do not include any adjustmi
that might result should the Company be unabletdicue as a going concern.

NOTE J-SUBSEQUENT EVENTS

To obtain funding for our ongoing operations, weéeeed into a Securities Purchase Agreement withdoaredited investors on October 21,
2005 for the sale of (i) $800,000 in secured cotiivernotes and (ii) warrants to buy 800,000 shafesur 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 forward-lookirtgtements that are subject to significant risks @mzkrtainties about us, our current and
planned products, our current and proposed marketia sales, and our projected results of opesatibimere are several important factors
that could cause actual results to differ matsribm historical results and percentages and resmiticipated by the forward-looking
statements. The Company has sought to identifynthgt significant risks to its business, but campretict whether or to what extent any of
such risks may be realized nor can there be anyasse that the Company has identified all possibles that might arise. Investors should
carefully consider all of such risks before makémginvestment decision with respect to the Comgastg’ck. The following discussion and
analysis should be read in conjunction with thafficial statements of the Company and notes therbts discussion should not be construed
to imply that the results discussed herein willessarily continue into the future, or that any d¢asion reached herein will necessarily be
indicative of actual operating results in the fetuBuch discussion represents only the best prassassment from our Management.

Overview

We are in the development stage and our efforte baen principally devoted to designing, develoging marketing advanced lighting
systems that utilize white (and other) light emitidiodes as illumination elements.

We are developing and marketing new product apjidica of solid-state diodal illumination (TM) thdémonstrate added value over
traditional lighting systems. Using proprietaryhaology, we are creating a family of products skt and accent lighting, emergency and
security lighting, and specialized lighting systeimsmilitary and Homeland Security. Our sobithte lighting technology offers extended li
life and greater cost effectiveness than othettiegigorms of illumination. We are expanding ourrkegting activity into channels of retail,
commercial, institutional and military sales.

With our task and accent lighting, the target mewkeclude kitchen and bath cabinet manufactudesigner and installation contractors for
the residential market. In the commercial markets,task and accent lighting products and emergandysecurity lighting products address
the lighting needs in hotels, hospitals, nursinmés, airports, shopping centers and multiple facoipnplexes; longerm evacuation solutio
for theaters, office and public buildings; reduceaintenance cost solutions for property manageappked to walkway, corridor or
landscape lighting. For our retail products, ougéh customers include the home improvement andurorr goods retailers. For the military
and Homeland Security products, our target maiketade all branches of the military and all goveent organizations proving homeland
security services such as border control and aigaaurity.

On July 11,2005. we announced the fulfillment dfiéh orders for the Aeon product line and the aaméd expansion of the Aeon sales
network that connects dealers with customers. Té@nssales network is comprised of dealers anditighihdustry professionals who meet a
range of criteria including their market reach,ngéa business, annual revenue, customer basehaimdbility to effectively represent Aeon
products with our solid-state lighting technology.

On July 13, 2005, we unveiled the KEON KeyCap(tanf)ew product designed to provide consumers witm@tlasting, slender sleeve of
electronics that turns a standard key into a praklighting element. The patented KEON KeyCap(rthe practical lighting solution for
every consumer who carries keys. Each KEON ismgtelastic surround that fits standard key headifeatures an electronics package that
focuses a bright diodal(tm) beam of light down lteg shaft. When its miniaturized button is deprdstige KEON KeyCap(tm) directs light
precisely into the intended keyhole or other tardeturfaces.

On July 28, 2005, we announced the formation oirat yenture with Bruni Industria Mobili SRL thatilhaddress the solid-state lighting
needs of the European marketplace. Bruni Indubtdhili SRL, a 51-year-old furniture, fixture andresumer products manufacturing
conglomerate located in Sora, Italy, is one ofléhigest manufacturers of furnishing products, idiig lighting products and fixtures for the
European market. Under the terms of the agreemengranted Bruni Industria the European marketimg) distribution rights our products,
and will integrate our technology into Bruni Industproducts.
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On July 21, 2005, the North Carolina Technologyotsation (NCTA) invited us to serve on NCTA's Dederand Security Steering
Committee. NCTA is the primary voice of the tectogy industry in North Carolina and is dedicatedtowing and strengthening the
technology industry through increasing public awass and influencing key public policy issues. Sigchas become an increasingly
important focus within the nation and North Caralivith one of the largest military presences adbuntry, NCTA is focused on building a
Defense and Security Business Cluster across Natblina to leverage federal investment associattidthe military presence in North
Carolina. With the Cyberlux headquarters in therheNorth Carolina's Research Triangle Park,appointment to NCTA's Defense and
Security Steering Committee will give us the oppoity to participate in planning future homelands#ty, military and defense industry
initiatives.

On July 25, 2005, we unveiled the RelyOn ultra-htrigght with power plant, a new product designegtovide homeowners and
professionals with a portable, long-lasting workl @mergency light. RelyOn is the first producthe tvorld to use Cree's latest 3-watt solid-
state lighting technology, providing superior penfiance over conventional lighting products. Theepapending RelyOn is a practical
lighting solution for every consumer and profesalomho needs versatile, long-lasting light. The pdwl, water- resistant and portable
lighting system is designed to provide a perpesnal rechargeable light source during the most exreonditions, including power grid
failures caused by natural or man-made disastetévéding more than 60 hours of light on a sindglarge, the RelyOn can be recharged from
a wall outlet or a vehicle charging port. AC and p&ver adapters are built into RelyOn. As a powanty the RelyOn can recharge mobile
phones and other 12-volt DC devices through a-uittower port.

On August 10, 2005, we introduced the EverOn Milirpose Emergency Light, the latest solid-statatilig) technology that provides more
than 60 hours of light using four AA batteries an®0 percent more energy efficient than convemtiomcandescent flashlights. The EverOn
is packaged in our patent-pending and field-prdvamd-held elliptical parabolic reflector producsim, providing a practical, portable
emergency lighting solution for every consumer valas experienced the unease and inconvenience @rpmaages caused by natural or
man-made disasters. Designed originally to protigimeowners with portable, long- lasting, emergdighting during the hurricane season,
the new EverOn is a sturdy, virtually indestruaidighting product that provides over 60 hoursaifortable room-filling light on the
medium setting and over 30 hours of intensely tnighite light on the highest setting, all in a ¥,35 by 2.4 inch package. 'The EverOn
product builds on the demonstrated success ofrigaal Home Safety Light, which was used for ensergy lighting support during last
year's Hurricane Charlie relief effort and by waskevolved in the Thai island Phuket tsunami disasecovery. The EverOn contain:

bright white and 4 amber diodal(tm) lighting elertsetihat never require replacement. The EverOnhrag tight settings including a low,
nightlight level; a medium, room-filling light leYieand a high, spotlight level. In recent benchgédy Independent Testing Laboratories, Inc.,
the EverOn Multi-Purpose Light was shown to opefat@ver 60 hours at the medium setting and o@eh@urs at high setting using one set
of 4 AA batteries.

On August 16, 2005, we announced that the U.SnP@tiice has awarded us a patent for our ApparatwsMethods for Providing an
Emergency Lighting Augmentation System. The claawsrded by the U.S. Patent Office address a lightystem capable of providing long-
term solutions for emergency and interim lightiBgecifically, these claims address the setate lighting elements and associated devict
providing emergency or temporal lighting mounteghaént to the existing lighting system; the contiotuit in electronic communication
with solidstate lighting system including wireless communargtthe power sensing technology for sensing palisuption in a main pow:
supply which illuminates the lighting elements ug@msing power disruption to determining the elegtpower state of an environment.
Specifically, the patent addresses an electroctaighting system capable of providing prolongkahiination with the use of light emitting
diodes (LEDs) as the illumination source. The patembodies lighting devices capable of providinggiderm solutions for interim and
emergency lighting via an array of LEDs, the meangroviding electrical energy to the LED arralye tcapability of multi-level light
intensity consistent with light longevity and poveaurce relationships including conventional A/@las, various electrochemical assemblies
or all other means of electrical energy suppore @ibvelopment of Cyberlux's ReliaBright Emergenighting System (ELS) led to the pat
filing. The ReliaBright ELS is designed to retradis an augmentation to existing lighting systenmoimmercial buildings, and it can be
adapted for a variety of applications and usess@&luaims lead to new opportunities for the Relig8rELS technology in the commercial,
military and homeland security markets. The prodiuciudes a control module powered by a constaatgghbattery and monitored by a
sensor. The sensor differentiates between 'powieatdifie wall switch' and 'power-out in the builglis electrical service.' The system's light
intensity is determined by the number of solidestaghting elements that are connected in serigghtllevels range from 'moonlight’ to
'daylight’ consistent with the needs of the spaaghich the ReliaBright ELS is installed.
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On September 7, 2005, we introduced the Emergerspdhse Retail Campaign to provide the new Ever@Qhi{urpose Emergency Light
to retailers and consumers during the hurricanssseal he EverOn product is the latest in solideslighting technology and provides more
than 60 hours of light using four AA batteries an®0 percent more energy efficient than convemtitemterns or incandescent flashlights.
Under the EverOn Emergency Retail Campaign, we headied prepackaged bulk shippers of the EverOn productrfonédiate distributic
to retailers and emergency response organizatitmsrgency Management officials in Collier Countlgriela relied on the Home Safety
Light, the previous version of the EverOn, as aemgancy lighting source in hurricane shelters amdiictims needing medical assistance in
the aftermath of Hurricane Dennis in July 2005Alrgust 2005, the officials announced that they Histed the EverOn Emergency Light to
be a standard product in their disaster relief mogy.

On September 15, 2005, we introduced our e-comnWetde site, www.LuxSel.com, as our on-line retaifletufor consumer solid-state LED
lighting products, including the EverOn, Keon anely®n products.

On September 23, 2005, we announced a partnersthigsmart Products, Inc to extend the reach ofretail products in the retail channel.
Smart Products, Inc., a full service retail salegaization, will market, sell and support our Ever Keon and RelyOn LED solid-state
lighting products in their strategic U.S. retaitaants.

On September 28, 2005, we announced a partnersthifpwggan & Brown, Inc.to extend the reach of metail products in the retail channel.
Duggan & Brown, Inc., a full service retail saleganization, has offices in Abington, PA for norstern United States coverage, Barring
IL for central and western United States coverageéMaples, FL for southeastern United States cgeerdnder the terms of the agreement,
Dugan & Brown will market, sell and support our Eve, Keon and RelyOn innovative LED solid-staténtigg products in their strategic
U.S. retail, on-air shopping, catalog and directl mecounts.

Results of Operations

Nine months ended September 30, 2005 comparee tditte months ended September 30, 2

REVENUES

Revenues for the nine months ended September 88,28re $26,202 as compared to $23,288 for the pa@med ended September 30, 2(
OPERATING EXPENSES

Operating expenses for the nine months ended Sbpte30, 2005 were $1,864,038 as compared to $2,69Ior the same period ended
September 30, 2004. Included in the nine monthee@Skptember 30, 2005 are $235,389 in expensesdiitiet development and literature.
This compares to $10,380 for the nine months eSdgdember 30, 2004.

Three months ended September 30, 2005 comparkd three months ended September 30, 2004
REVENUES
Revenues for the three months ended Septembe0BB,\2ere $12,434 as compared to $2,082 for the gemed ended September 30, 2004.
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OPERATING EXPENSES

Operating expenses for the three months endedr8bpte30, 2005 were $785,410 as compared to $603¢24%e same period ended
September 30, 2004. Included in the three monttlecdune 30, 2005 are $97,718 in expenses for trdekelopment and literature. This
compares to $21,830 for the nine months ended Béete30, 2004.

As a result of limited capital resources and midim&enues from operations from its inception, vaeédrelied on the issuance of equity
securities to non-employees in exchange for sesvioeir management enters into equity compensagjmeaents with non-employees if it is
in our best interest under terms and conditionsistent with the requirements of Financial AccoongtStandards No. 123, Accounting for
Stock Based Compensation. In order to conservéirited operating capital resources, we anticifgaietinuing to compensate non-
employees for services during the next twelve manfihis policy may have a material effect on osubes of operations during the next
twelve months.

Liquidity and Capital Resources

As of September 30, 2005, we had a working cagitit of $1,066,484. This compares to a workiagital deficit of $442,303 as of
December 31, 2004. As a result of our operatingdsdor the nine months ended September 30, 2G9§enerated a cash flow deficit of
$1,849,640 from operating activities. Cash flowsdis investing activities was $35,867 during tharger. Cash flows from financing
activities provided $1,487,515 from the issuanceaivertible notes payable for the first six morghged September 30, 2005.

While we have raised capital to meet our workingitshand financing needs in the past, additiomalricing is required in order to meet our
current and projected cash flow deficits from ofieres and development.

By adjusting our operations and development tdekel of capitalization, we believe we have suffiti capital resources to meet projected
cash flow deficits through the next twelve montdswever, if thereafter, we are not successful imegating sufficient liquidity from
operations or in raising sufficient capital res@s,con terms acceptable to us, this could haveteri@leadverse effect on our business, results
of operations, liquidity and financial condition.

Our independent certified public accountant hatedtan their report included in our December 31020-orm 10-KSB, as amended, that we
have incurred operating losses in the last twogyeard that we are dependent upon managemenity &bilevelop profitable operations.
These factors among others may raise substantidtdiout our ability to continue as a going concer

To obtain funding for our ongoing operations, weéeeed into a Securities Purchase Agreement withdoaredited investors on October 21,
2005 for the sale of (i) $800,000 in secured cotiivernotes and (ii) warrants to buy 800,000 shafesur common stock.

The proceeds received from the sale of the seamedertible notes will be used for business devalept purposes, working capital needs,
pre-payment of interest, payment of consulting legal fees and purchasing inventory.
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The secured convertible notes bear interest an@&tyre three years from the date of issuance, @ndoavertible into our common stock, at
the investors' option, at the lower of (i) $0.0§i9r50% of the average of the three lowest intiattading prices for the common stock on a
principal market for the 20 trading days before mottincluding the conversion date. The full prpaliamount of the secured convertible n
is due upon default under the terms of securedemtible notes. The warrants are exercisable umtlyears from the date of issuance at a
purchase price of $0.10 per share. In additionctwversion price of the secured convertible natesthe exercise price of the warrants will
be adjusted in the event that we issue common stbakprice below the fixed conversion price, betoarket price, with the exception of any
securities issued in connection with the Securfieschase Agreement. The conversion price of thered convertible notes and the exercise
price of the warrants may be adjusted in certaicuonstances such as if we pay a stock dividendjigide or combine outstanding shares of
common stock into a greater or lesser number akshar take such other actions as would othereiselt in dilution of the selling
stockholder's position. The selling stockholdengeheontractually agreed to restrict their abilitycbnvert or exercise their warrants and
receive shares of our common stock such that thebeuof shares of common stock held by them anid diffdiates after such conversion or
exercise does not exceed 4.9% of the then issukdw@standing shares of common stock. In additianhave granted the investors a sect
interest in substantially all of our assets andliettual property and registration rights.

Since the conversion price will be less than theketgprice of the common stock at the time the smteonvertible notes are issued, we
anticipate recognizing a charge relating to thecfieral conversion feature of the secured convkrtitotes during the quarter in which they
are issued

We will still need additional investments in ordercontinue operations to cash flow break even.idatthl investments are being sought, but
we cannot guarantee that we will be able to oldaeh investments. Financing transactions may ircthd issuance of equity or debt
securities, obtaining credit facilities, or otharancing mechanisms. However, the trading priceusfcommon stock and the downturn in the
U.S. stock and debt markets could make it morécditfto obtain financing through the issuance aiiey or debt securities. Even if we are
able to raise the funds required, it is possibdd tie could incur unexpected costs and expender) fallect significant amounts owed to us,
or experience unexpected cash requirements thdtviaee us to seek alternative financing. Furtlifane issue additional equity or debt
securities, stockholders may experience additiditalion or the new equity securities may have tsglpreferences or privileges senior to
those of existing holders of our common stockdditional financing is not available or is not dabie on acceptable terms, we will have to
curtail our operations again.

Critical Accounting Policies

The preparation of our financial statements in oomity with accounting principles generally accebite the United States requires us to
make estimates and judgments that affect our rep@ssets, liabilities, revenues, and expenseshantisclosure of contingent assets and
liabilities. We base our estimates and judgmentiistorical experience and on various other assiomptve believe to be reasonable under
the circumstances. Future events, however, magrdifarkedly from our current expectations and agsiams. While there are a number of
significant accounting policies affecting our firgad statements; we believe the following critiegabounting policies involve the most
complex, difficult and subjective estimates andyjuents:

o stock-based compensation; and
0 revenue recognition.
Stock-Based Compensation

In December 2002, the FASB issued SFAS No. 148coAnting for Stock-Based Compensation - Transiéiod Disclosure. This statement
amends SFAS No. 123 - Accounting for Stock-Baseah@mnsation, providing alternative methods of vaduify transitioning to the fair
market value based method of accounting for staset employee compensation. FAS 148 also requseleslre of the method used to
account for stock-based employee compensationteneftect of the method in both the annual andimténancial statements. The
provisions of this statement related to transiticethods are effective for fiscal years ending dtecember 15, 2002, while provisions rele
to disclosure requirements are effective in finaheports for interim periods beginning after Dmber 31, 2002.

The Company elected to continue to account forkshased compensation plans using the intrinsicesblased method of accounting
prescribed by APB No. 25, "Accounting for Stockuled to Employees," and related interpretations.dditte provisions of APB No. 25,
compensation expense is measured at the granfoddte difference between the fair value of ttecktand the exercise price.

Revenue Recognition

For revenue from product sales, the Company regegmnievenue in accordance with SEC Staff AccourBulgetin No. 101, "Revenue
Recognition in Financial Statements" ("SAB 101"AB5101 requires that four basic criteria must be before revenue can be recognized:
(1) persuasive evidence of an arrangement exBjtstglivery has occurred; (3) the selling pricéxed and determinable; and (4) collectibil
is reasonably assured. Determination of criterjaa(®l (4) are based on management's judgmentgiegahe fixed nature of the selling
prices of the products delivered and the collelityodf those amounts. Provisions for discounts eglthtes to customers, estimated returns
allowances, and other adjustments are provideihfthre same period the related sales are recofdedCompany defers any revenue for
which the product has not been delivered or isexthip refund until such time that the Company #edcustomer jointly determine that the
product has been delivered or no refund will beunegl.
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Recent Accounting Pronouncements

Statement of Financial Accounting Standards No.1Bisiness Combinations" (SFAS No. 141), and Statgrof Financial Accounting
Standards No. 142, "Goodwill and Other Intangiblesdéts" (SFAS No. 142). The FASB also issued Stateofd-inancial Accounting
Standards No. 143, "Accounting for Obligations Agated with the Retirement of Long-Lived AssetsFAS No. 143), and Statement of
Financial Accounting Standards No. 144, "Accounfimgthe Impairment or Disposal of Long-Lived AssefSFAS No. 144) in August and
October 2001, respectively.

SFAS No. 141 requires the purchase method of aticgufor business combinations initiated after J88e2001 and eliminates the pooling-
of-interest method. The adoption of SFAS No. 14d ha material impact on the Company's financiakstents.

Effective January 1, 2002, the Company adopted SNASL42. Under the new rules, the Company willor@er amortize goodwill and otk
intangible assets with indefinite lives, but susbets will be subject to periodic testing for inmmpa@nt. On an annual basis, and when there is
reason to suspect that their values have been idimaith or impaired, these assets must be testeéahpairment, and write-downs to be
included in results from operations may be necgs&HFAS No. 142 also requires the Company to cota@edransitional goodwill

impairment test six months from the date of adaptio

Any goodwill impairment loss recognized as a resfithe transitional goodwill impairment test wikk recorded as a cumulative effect of a
change in accounting principle no later than the @ffiscal year 2002. The adoption of SFAS No. hd& no material impact on the
Company's financial statements

SFAS No. 143 establishes accounting standardééoreicognition and measurement of an asset retireoidigation and its associated asset
retirement cost. It also provides accounting guiggfior legal obligations associated with the retieat of tangible long-lived assets. SFAS
No. 143 is effective in fiscal years beginning aftene 15, 2002, with early adoption permitted. Tieenpany expects that the provisions
SFAS No. 143 will not have a material impact orrésults of operations and financial position updoption. The Company plans to adopt
SFAS No. 143 effective January 1, 2003.

SFAS No. 144 establishes a single accounting nfodéhe impairment or disposal of long-lived assetsluding discontinued operations.
SFAS No. 144 superseded Statement of Financial ety Standards No. 121, "Accounting for the Innpeint of Long-Lived Assets and
for Long-Lived Assets to Be Disposed Of" (SFAS Na1), and APB Opinion No. 30, "Reporting the ResaoftOperations - Reporting the
Effects of Disposal of a Segment of a Business,E&xtchordinary, Unusual and Infrequently Occurribgents and Transactions”. The
Company adopted SFAS No. 144 effective Januar@02 2The adoption of SFAS No. 144 had no matemglict on Company's financial
statements.

In April 2002, the FASB issued Statement No. 14%scission of FASB Statements No. 4, 44, and 64edment of FASB Statement No.
13, and Technical Corrections." This StatementingiscFASB Statement No. 4, "Reporting Gains andsksgrom Extinguishment of Debt",
and an amendment of that Statement, FASB StatelNweri4, "Extinguishments of Debt Made to Satisfygk#ig-Fund Requirements” and
FASB Statement No. 44, "Accounting for Intangiblsséts of Motor Carriers". This Statement amendsB-8ttement No. 13, "Accounting
for Leases", to eliminate an inconsistency betwiberrequired accounting for sale-leaseback traimgectind the required accounting for
certain lease modifications that have economiacésfthat a similar to sale-leaseback transactibms.Company does not expect the adoption
to have a material impact to the Company's findmmaition or results of operations.
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In June 2002, the FASB issued Statement No. 146¢dAnting for Costs Associated with Exit or Disdosetivities.” This Statement
addresses financial accounting and reporting fetscassociated with exit or disposal activities aultifies Emerging Issues Task Force
(EITF) Issue No. 94-3, "Liability Recognition fore@ain Employee Termination Benefits and Other €tsEXit an Activity (including
Certain Costs Incurred in a Restructuring)." Thevimions of this Statement are effective for exitlsposal activities that are initiated after
December 31, 2002, with early application encowlagbée Company does not expect the adoption to Aawmaterial impact to the Compan
financial position or results of operations.

In October 2002, the FASB issued Statement No. 'Jdquisitions of Certain Financial Institutions-amendment of FASB Statements No.
72 and 144 and FASB Interpretation No. 9", whiamoges acquisitions of financial institutions frohetscope of both Statement 72 and
Interpretation 9 and requires that those transastio® accounted for in accordance with Statemeatd ML, Business Combinations, and No.
142, Goodwill and Other Intangible Assets. In aiddit this Statement amends SFAS No. 144, Accouritinthe Impairment or Disposal of

Long-Lived Assets, to include in its scope longxterustomer relationship intangible assets of fimgnastitutions such as depositor- and
borrowerrelationship intangible assets and credit cardhadlttangible assets. The requirements relatingtuisitions of financial institutior
are effective for acquisitions for which the dat@oquisition is on or after October 1, 2002. Thevsions related to accounting for the
impairment or disposal of certain long-term customedationship intangible assets are effective atoBer 1, 2002. The adoption of this
Statement did not have a material impact to the @omy's financial position or results of operatiasghe Company has not engaged in either
of these activities.

In December 2002, the FASB issued Statement Nqg."B&ounting for Stock-Based Compensation-Traositind Disclosure”, which
amends FASB Statement No. 123, Accounting for S®a&ed Compensation, to provide alternative metledtimnsition for a voluntary
change to the fair value based method of accouffingtock-based employee compensation. In addithis Statement amends the disclosure
requirements of Statement 123 to require promidadiosures in both annual and interim financiateshents about the method of accoun

for stock-based employee compensation and theteffébe method used on reported results. Theitranguidance and annual disclosure
provisions of Statement 148 are effective for fis@ars ending after December 15, 2002, with eaalpplication permitted in certain
circumstances. The interim disclosure provisiomsedfective for financial reports containing finéadcstatements for interim periods

beginning after December 15, 2002. The adoptiahisfstatement did not have a material impact enGbmpany's financial position or
results of operations as the Company has not eléctehange to the fair value based method of atomyfor stock-based employee
compensation.

In January 2003, the FASB issued Interpretation460."Consolidation of Variable Interest Entitiegiterpretation 46 changes the criteria by
which one company includes another entity in itssodidated financial statements. Previously, tliteica were based on control through
voting interest. Interpretation 46 requires a Magdnterest entity to be consolidated by a comphthat company is subject to a majority of
the risk of loss from the variable interest ergigttivities or entitled to receive a majority bé tentity's residual returns or both. A company
that consolidates a variable interest entity itecbthe primary beneficiary of that entity. The solidation requirements of Interpretation 46
apply immediately to variable interest entitiesatesl after January 31, 2003. The consolidationireauents apply to older entities in the first
fiscal year or interim period beginning after Jdi%e 2003. Certain of the disclosure requiremengdyaip all financial statements issued after
January 31, 2003, regardless of when the varialdedst entity was established. The Company doesxpect the adoption to have a material
impact to the Company's financial position or resaf operations.

Product Research and Development

We anticipate incurring approximately $500,000esgarch and development expenditures in conneetitbrthe development of our portable
boundary lighting system, Aeon cabinet lighting &alyOn Power Light Plant during the next twelventis.

These projected expenditures are dependent upogeorating revenues and obtaining sources ofdingrin excess of our existing capital
resources. There is no guarantee that we will beessful in raising the funds required or genegaté@venues sufficient to fund the projected
costs of research and development during the nefvé months.
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Acquisition or Disposition of Plant and Equipment

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

RISK FACTORS

Much of the information included in this quartergport includes or is based upon estimates, piojecbr other "forward-looking
statements". Such forward-looking statements ireclaly projections or estimates made by us and anagement in connection with our
business operations. While these forward-lookiageshents, and any assumptions upon which theyamedpare made in good faith and
reflect our current judgment regarding the dirattid our business, actual results will almost alsvegry, sometimes materially, from any
estimates, predictions, projections, assumptiorathaer future performance suggested herein.

Such estimates, projections or other "forward-lagkstatements" involve various risks and uncelitsras outlined below. We caution the
reader that important factors in some cases hdgetafl and, in the future, could materially affactual results and cause actual results to
differ materially from the results expressed in angh estimates, projections or other "forward-ingkstatements".

Our common shares are considered speculative. €stdap investors should consider carefully the fasttors set out below.
We Have a History Of Losses Which May Continue, #dhlay Negatively Impact Our Ability to Achieve OBusiness Objectives.

We incurred net losses of $6,825,848 for the yaded December 31, 2004 and $2,230,806 for thegreded December 31, 2003. For the
nine months ended September 30, 2005, we incurned lass of $2,799,717. As of September 30, 20@5had an accumulated deficit of
$13,647,401. We cannot assure you that we canwachiesustain profitability on a quarterly or anhioasis in the future. Our operations are
subject to the risks and competition inherent edktablishment of a business enterprise. Therbeeao assurance that future operations will
be profitable. Revenues and profits, if any, wédpénd upon various factors, including whether wiehei able to continue expansion of our
revenue. We may not achieve our business objectindghe failure to achieve such goals would hawvadverse impact on us.

If We Are Unable to Obtain Additional Funding Ouu@ness Operations Will be Harmed and If We Do @bAalditional Financing Our
Then Existing Shareholders May Suffer Substantialton.

We will require additional funds to sustain and &xg our sales and marketing activities. We antteipizat we will require up to
approximately $2,000,000 to fund our continued apens for the next twelve months, depending oemere from operations. Additional
capital will be required to effectively support thperations and to otherwise implement our ovénadiness strategy. There can be no
assurance that financing will be available in amsum on terms acceptable to us, if at all. Théilitg to obtain additional capital will restrir
our ability to grow and may reduce our ability ttninue to conduct business operations. If we asble to obtain additional financing, we
will likely be required to curtail our marketing @udevelopment plans and possibly cease our opesathny additional equity financing may
involve substantial dilution to our then existiftaseholders.

Our Independent Auditors Have Expressed Substdbtiabt About Our Ability to Continue As a Going Gxamn, Which May Hinder Our
Ability to Obtain Future Financing.

In their report dated March 17, 2005, our indepahdeditors stated that our financial statementshie year ended December 31, 2003 were
prepared assuming that we would continue as a gmingern. Our ability to continue as a going condsfan issue raised as a result of losses
for the years ended December 31, 2004 and 200&iarhounts of $6,825,848 and $2,230,806, respécthie continue to experience net
operating losses. Our ability to continue as agaioncern is subject to our ability to generateddifpand/or obtain necessary funding from
outside sources, including obtaining additionaldimg from the sale of our securities, increasirigsar obtaining loans and grants from
various financial institutions where possible. @antinued net operating losses increase the dit§i¢t meeting such goals and there can be
no assurances that such methods will prove suadessf
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If We Are Unable to Retain the Services of MesBrsans, Schmidt or Ringo, or If We Are Unable to &ssfully Recruit Qualified
Managerial and Sales Personnel Having ExperienBaiginess, We May Not Be Able to Continue Our Opens.

Our success depends to a significant extent upmndhtinued service of Mr. Donald F. Evans, oure€hkixecutive Officer, Mr. Mark D.
Schmidt, our President and Mr. John Ringo, our &acy and Corporate Counsel. Loss of the servit®tegsrs. Evans, Schmidt or Ringo
could have a material adverse effect on our grovetfenues, and prospective business. We do notamakey-man insurance on the life of
Messrs. Evans or Ringo. In addition, in order tocassfully implement and manage our business plamwill be dependent upon, among
other things, successfully recruiting qualified ragerial and sales personnel having experiencesiméss. Competition for qualified
individuals is intense. There can be no assurdratente will be able to find, attract and retainstixig employees or that we will be able to
find, attract and retain qualified personnel onegtable terms.

Many Of Our Competitors Are Larger and Have Grekirancial and Other Resources Than We Do and TAdsantages Could Make It
Difficult For Us to Compete With Them.

The lighting and illumination industry is extremealgmpetitive and includes several companies that bahieved substantially greater market
shares than we have, and have longer operatingieist have larger customer bases, and have stibyagreater financial, development a
marketing resources than we do. If overall demanaér products should decrease it could have anadly adverse affect on our operating
results.

Our Trademark and Other Intellectual Property Rigliay Not be Adequately Protected Outside the drftes, Resulting in Loss of
Revenue.

We believe that our trademarks, whether licensealared by us, and other proprietary rights are ingwd to our success and our competi
position. In the course of our international expamswe may, however, experience conflict with gas third parties who acquire or claim
ownership rights in certain trademarks. We cansstige that the actions we have taken to estabidipwtect these trademarks and other
proprietary rights will be adequate to prevent a&ti@n of our products by others or to prevent atievm seeking to block sales of our
products as a violation of the trademarks and etgny rights of others. Also, we cannot assure thai others will not assert rights in, or
ownership of, trademarks and other proprietarytsigt ours or that we will be able to successftdiyolve these types of conflicts to our
satisfaction. In addition, the laws of certain igrecountries may not protect proprietary rightstite same extent, as do the laws of the United
States.

Our Principal Stockholders, Officers And Direct@wn a Controlling Interest in Our Voting Stock Ahvestors Will Not Have Any Voice
in Our Management.

We have issued 800,000 shares of Series B ConkeRileferred Stock to our officers and directorscivfare convertible into 8 million shar

of common stock and, in the aggregate, have tt tigcast 80 million votes in any vote by our gtemders. Combined with the number of
shares of common stock held by our officers andatiars, they have the right to cast approximat8B of all votes by our shareholders. As a
result, these stockholders, acting together, vaillehthe ability to control substantially all masteubmitted to our stockholders for approval,
including:

o election of our board of directors;
o removal of any of our directors;
o amendment of our certificate of incorporatiorbglaws; and

0 adoption of measures that could delay or preaefitange in control or impede a merger, takeovettar business combination involving
us.

As a result of their ownership and positions, dveators and executive officers collectively aréedio influence all matters requiring
stockholder approval, including the election oediors and approval of significant corporate tratisas. In addition, sales of significant
amounts of shares held by our directors and exexofficers, or the prospect of these sales, cadigrsely affect the market price of our
common stock. Management's stock ownership maypdiage a potential acquirer from making a tendfarafr otherwise attempting to
obtain control of us, which in turn could reduce stock price or prevent our stockholders fromipéad a premium over our stock price.
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We Have Issued a Large Amount of Stock in Lieu a§icfor Payment of Expenses and Expect to Contlrisdractice in the Future. Such
Issuances of Stock Will Cause Dilution to Our BrigtStockholders.

Due to our limited economic resources, we try suésstock in lieu of cash for payment of expenseéssarvices provided for us. In 2004, we
issued 6,335,000 shares of common stock in exchimngxpenses and services rendered, and we i§00600 shares of series B convert
preferred stock to officers and directors in exd®afor the retirement of debt owed to them. Wecgmaie issuing shares of common stock
whenever possible in lieu of cash to conserve imantial position. The number of shares of comnionksissued is directly related to our
stock price at the time of issuance. In the evieait dur stock price drops, we will be requiredssuie larger amounts of shares for expenses
and services rendered, if the other party is wjllio accept stock at all. The issuance of sharesmimon stock will have the effect of diluti
the proportionate equity interest and voting powfdnolders of our common stock, including investiorshis offering.

If We Fail to Remain Current on Our Reporting Reguients, We Could be Removed From the OTC Bullgtiard Which Would Limit the
Ability of Broker-Dealers to Sell Our Securitiesdathe Ability of Stockholders to Sell Their Secig# in the Secondary Market.

Companies trading on the OTC Bulletin Board, sushig must be reporting issuers under Section tlecBecurities Exchange Act of 1934,
as amended, and must be current in their repodsrupection 13, in order to maintain price quotapavileges on the OTC Bulletin Board.
we fail to remain current on our reporting requiests, we could be removed from the OTC BulletiniBloAs a result, the market liquidity
for our securities could be severely adverselycadie by limiting the ability of broker-dealers tellsour securities and the ability of
stockholders to sell their securities in the seeopdnarket.

Our Common Stock is Subject to the "Penny StockéRof the SEC and the Trading Market in Our Séesris Limited, Which Makes
Transactions in Our Stock Cumbersome and May Rethéc¥alue of an Investment in Our Stock.

The Securities and Exchange Commission has ad&atked15g-9 which establishes the definition of arfipy stock," for the purposes
relevant to us, as any equity security that haseet price of less than $5.00 per share or withyacise price of less than $5.00 per share,
subject to certain exceptions. For any transadtiealving a penny stock, unless exempt, the rutegiire:

o that a broker or dealer approve a person's atéoutransactions in penny stocks; and

o the broker or dealer receive from the investaritten agreement to the transaction, setting farthidentity and quantity of the penny stock
to be purchased.

In order to approve a person's account for trammsactn penny stocks, the broker or dealer must:
o obtain financial information and investment exgece objectives of the person; and

0 make a reasonable determination that the trangsadh penny stocks are suitable for that persahthe person has sufficient knowledge
experience in financial matters to be capable afuating the risks of transactions in penny stocks.

The broker or dealer must also deliver, prior tg ttansaction in a penny stock, a disclosure sdeqahescribed by the Commission relating
to the penny stock market, which, in highlight form

o sets forth the basis on which the broker or deable the suitability determination; and
o that the broker or dealer received a signedtewmriagreement from the investor prior to the tratisa.

Generally, brokers may be less willing to execta@gactions in securities subject to the "penngistoules. This may make it more difficult
for investors to dispose of our common stock antsea decline in the market value of our stock.
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Disclosure also has to be made about the risksvefting in penny stocks in both public offeringsl @& secondary trading and about the
commissions payable to both the broker-dealer heddgistered representative, current quotationth&securities and the rights and
remedies available to an investor in cases of fiaymknny stock transactions. Finally, monthly esta¢nts have to be sent disclosing recent
price information for the penny stock held in tle@unt and information on the limited market in pgistocks.
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ITEM 3. CONTROLS AND PROCEDURES

a) Evaluation of Disclosure Controls and Procedulssof September 30, 2005, our management caotiedn evaluation, under the
supervision of our Chief Executive Officer and Ghtaancial Officer of the effectiveness of the idgesand operation of our system of
disclosure controls and procedures pursuant t&éuoarities and Exchange Act, Rule 13a-15(e) and1B§d) under the Exchange Act). Ba:
on that evaluation, our chief executive officer ahief financial officer concluded that our disalos controls and procedures are effective to
provide reasonable assurance that information weeguired to disclose in reports that we fileudsrait under the Exchange Act is recorded,
processed, summarized and reported within the pieniads specified in Securities and Exchange Cosiongules and forms, and that such
information is accumulated and communicated torsanagement, including our chief executive officed ahief financial officer, as
appropriate, to allow timely decisions regardinguieed disclosure.

b) Changes in internal controls: There were no gharin internal controls over financial reportihgttoccurred during the period covered by
this report that have materially affected, or @asonably likely to materially effect, our intergahtrol over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

From time to time, we may become involved in vasitawsuits and legal proceedings which arise irotidénary course of business.
However, litigation is subject to inherent uncentgs, and an adverse result in these or otheensatiay arise from time to time that may
harm our business. Except as disclosed below, &ewarently not aware of any such legal proceedargdaims that we believe will have,
individually or in the aggregate, a material adeeaffect on our business, financial condition ceraping results.

CASE NUMBER: 2001 CA 005309 NC Div. C.

On May 17, 2005, Zykronix, Inc., a Colorado corgmna, filed a complaint against us and our Predidéiark Schmidt, in the District Court,
City and County of Denver, State of Colorado (Odee O5CV3704) claiming damages in the amount ofl$243.75 and costs for breach of
contract, unjust enrichment and fraud by Mark SchinWe previously entered into a contract with Zykix for them to produce prototypes
for several of our new products, which we belidweytnever satisfactorily completed.

On June 22, 2005, we filed our Answer and Courdg@rchgainst Zykronix, claiming damages and costhéramount of $2,850,000 for
breach of contract, unjust enrichment and negligaatepresentation. At the same time, Mark Schifiletf a Motion to Dismiss since
Zykronix failed to adequately plead a claim forta On August 24, 2005, the Motion to Dismiss weasidd. The case is currently in
discovery. We believe that their claims are withagrit and we will vigorously defend these claims.

INDEX NUMBER: 602727/05 - Supreme Court of the 8taf New York, County of New York

On July 27, 2005, Alliance Care Services, Inc.a/lliance Advisors, a New York corporation, filaccomplaint against us in the Supreme
Court of the State of New York, County of New Yodkaiming damages in the amount of not less th@9&®O0 and costs for breach of
contract, breach of duty of good faith and fairlsepand unjust unrichment. We filed our answeiQxtober 4, 2005 denying all claims. This
case is currently in discovery. We believe thairtblaims are without merit and we intend to vigasty defend these claims.

Statement of Claim - Arbitration Before the NatibAasociation of Securities Dealers, Inc.

On October 21, 2005, Greenfield Capital Partner€ ffiled a statement of claim against us in arbiirabefore the National Association of
Securities Dealers, Inc. Greenfield claims damageiscosts in the amount of $107,000 for breactoofract, fraud, fraudulent concealment
and misrepresentation. We believe that their claineswithout merit and we intend to vigorously aef¢hese claims.

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

During the three months ended September 30, 208%ssued 1,025,000 shares of common stock foraheersion of 20.5 shares of Class A
preferred stock.

In July, 2005, we issued 9,573,000 shares of comstark $0.0085 per share on conversion of noteatpay

In August, 2005, we issued 1,000,000 shares o€onmmon stock at $0.097 per share in exchange feices rendered.
Item 3. Defaults Upon Senior Securities.

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

Item 5. Other Information.

None.

Item 6. Exhibits

4.1 Securities Purchase Agreement, dated as ob&c&8, 2005, by and among Cyberlux CorporatioNVARhartners, LLC, AJW Qualified
Partners, LLC, AJW Offshore, Ltd. and New MillenmiCapital Partners I, LLC.

4.2 Secured Convertible Note issued to AJW Offshiote:, dated October 23, 2005.
4.3 Secured Convertible Note issued to AJW Qudlifartners, LLC, dated October 23, 2005.
4.4 Secured Convertible Note issued to AJW ParthéiS, dated October 23, 2005.

4.5 Secured Convertible Note issued to New MillanmCapital Partners Il, LLC.

4.6 Common Stock Purchase Warrant issued to AJW O ffshore, Ltd., dated October
23, 2005.

4.7 Common Stock Purchase Warrant with AJW Qualif ied Partners, LLC, dated
October 23, 2005.

4.8 Common Stock Purchase Warrant with AJW Partne rs, LLC, dated October 23,
2005.

4.9 Common Stock Purchase Warrant with New Millen nium Capital Partners II,

LLC, dated October 23, 2005.

4.10 Registration Rights Agreement, dated as of Oc tober 23, 2005, by and among
Cyberlux Corporation, AJW Partners, LLC, AJW Qualified Partners, LLC, AJW
Offshore, Ltd. and New Millennium Capital Par tners Il, LLC.

4.11 Security Agreement, dated as of October 23, 2 005, by and among Cyberlux
Corporation, AJW Partners, LLC, AJW Qualified Partners, LLC, AJW Offshore,
Ltd. and New Millennium Capital Partners I, LLC.

4.12 Intellectual Property Security Agreement, dat ed as of October 23, 2005, by
and among Cyberlux Corporation, AJW Partners, LLC, AJW Qualified Partners,
LLC, AJW Offshore, Ltd. and New Millennium Ca pital Partners I, LLC.

31.1 Certification of Chief Executive Officer purs uant to Rule 13a-14 and Rule
15d-14(a), promulgated under the Securities a nd Exchange Act of 1934, as
amended

31.2 Certification of Chief Financial Officer purs uant to Rule 13a-14 and Rule
15d 14(a), promulgated under the Securities a nd Exchange Act of 1934, as
amended

32.1 Certification pursuant to 18 U.S.C. Section 1 350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (Chief Executive Officer)

32.2 Certification pursuant to 18 U.S.C. Section 1 350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (Chief Financial Officer)
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SIGNATURES

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

CYBERLUX CORPORATION

Date: November 16, 2005 By: /s/ DONALD F. EVANS
Donal d F. Evans
Chi ef Executive Oficer
(Principal Executive Oficer) and
Chai rman of the Board of Directors

Date: Novenber 16, 2005 By: /s/ DAVID D. DOMI NG
David D. Downi ng
Chi ef Financial Oficer
(Principal Financial Oficer and
Princi pal Accounting O ficer)
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Exhibit 4.1
SECURITIES PURCHASE AGREEMENT

SECURITIES PURCHASE AGREEMENT (this "Agreement"ated as of October 24, 2005, by and among Cyb&trporation, a Nevada
corporation, with headquarters located at 4625 i3teae Drive, Suite 100, Research Triangle ParkhBmu, North Carolina 27703 (the
"Company"), and each of the purchasers set fortthersignature pages hereto (the "Buyers").

WHEREAS:

A. The Company and the Buyers are executing andedtiglg this Agreement in reliance upon the exempfrom securities registration
afforded by the rules and regulations as promuthhtethe United States Securities and Exchange Gssion (the "SEC") under the
Securities Act of 1933, as amended (the "1933 Act")

B. Buyers desire to purchase and the Company ddsiiissue and sell, upon the terms and condiiehforth in this Agreement (i) 10%
secured convertible notes of the Company, in the fattached hereto as Exhibit "A", in the aggregmiecipal amount of Eight Hundred
Thousand Dollars ($800,000) (together with any (tissued in replacement thereof or as a dividearkon or otherwise with respect
thereto in accordance with the terms thereof, Naés"), convertible into shares of common stoek,\@alue $.001 per share, of the Company
(the "Common Stock™"), upon the terms and subjetitédimitations and conditions set forth in suobt®s and (ii) warrants, in the form
attached hereto as Exhibit "B", to purchase 8004z0es of Common Stock (the "Warrants").

C. Each Buyer wishes to purchase, upon the termhg@amnditions stated in this Agreement, such prialcgmount of Notes and number of
Warrants as is set forth immediately below its namé¢he signature pages hereto; and

D. Contemporaneous with the execution and delieéthis Agreement, the parties hereto are execwtinydelivering a Registration Rights
Agreement, in the form attached hereto as Exh®it(the "Registration Rights Agreement"), pursuanivhich the Company has agreed to
provide certain registration rights under the 1888and the rules and regulations promulgated theder, and applicable state securities
laws.

NOW THEREFORE, the Company and each of the Buyarserally (and not jointly) hereby agree as follo
1. PURCHASE AND SALE OF NOTES AND WARRANTS.

a. Purchase of Notes and Warrants. On the Closatg @s defined below), the Company shall issuesatido each Buyer and each Buyer
severally agrees to purchase from the Company pticbipal amount of Notes and number of Warrantis &gt forth immediately below su
Buyer's name on the signature pages he



b. Form of Payment. On the Closing Date (as defireddw),

(i) each Buyer shall pay the purchase price folNb&es and the Warrants to be issued and soldatdliee Closing (as defined below) (the
"Purchase Price") by wire transfer of immediatefgiable funds to the Company, in accordance viith@ompany's written wiring
instructions, against delivery of the Notes in phiecipal amount equal to the Purchase Price amatimber of Warrants as is set forth
immediately below such Buyer's name on the sigegtages hereto, and (ii) the Company shall deiueh Notes and Warrants duly
executed on behalf of the Company, to such Buyminat delivery of such Purchase Price.

c. Closing Date. Subject to the satisfaction (dttem waiver) of the conditions thereto set foriSection 6 and Section 7 below, the date and
time of the issuance and sale of the Notes antiMdugants pursuant to this Agreement (the "ClosiageD) shall be 12:00 noon, Eastern
Standard Time on October 24, 2005, or such othéuatly agreed upon time. The closing of the tratisas contemplated by this Agreement
(the "Closing") shall occur on the Closing Datesath location as may be agreed to by the parties.

2. BUYERS' REPRESENTATIONS AND WARRANTIES. Each Ranseverally (and not jointly) represents and was#&o the Company
solely as to such Buyer that:

a. Investment Purpose. As of the date hereof, theBis purchasing the Notes and the shares of GonBtock issuable upon conversion of
or otherwise pursuant to the Notes (including, aithlimitation, such additional shares of Commoac8t if any, as are issuable (i) on
account of interest on the Notes, (ii) as a resfullhe events described in Sections 1.3 and 1af(tf)e Notes and Section 2(c) of the
Registration Rights Agreement or

(iii) in payment of the Standard Liquidated Damagesount (as defined in

Section 2(f) below) pursuant to this Agreementhssttares of Common Stock being collectively reféteeherein as the "Conversion
Shares") and the Warrants and the shares of Condtomk issuable upon exercise thereof (the "Waishatres" and, collectively with the
Notes, Warrants and Conversion Shares, the "Segijifor its own account and not with a presestwtowards the public sale

distribution thereof, except pursuant to salessteged or exempted from registration under the ¥33provided, however, that by making
the representations herein, the Buyer does noeagriold any of the Securities for any minimunotirer specific term and reserves the right
to dispose of the Securities at any time in acaordavith or pursuant to a registration statememnoexemption under the 1933 Act.

b. Accredited Investor Status. The Buyer is anredited investor” as that term is defined in RWé (@) of Regulation D (an "Accredited
Investor").

c. Reliance on Exemptions. The Buyer understaraisthie Securities are being offered and solditorigliance upon specific exemptions fr
the registration requirements of United Statesr@dind state securities laws and that the Comgsarglying upon the truth and accuracy of,
and the Buyer's compliance with, the representafiarranties, agreements, acknowledgments andsiaddings of the Buyer set forth
herein in order to determine the availability ofsexemptions and the eligibility of the Buyer tmjaire the Securities.
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d. Information. The Buyer and its advisors, if ahgiye been, and for so long as the Notes and Wanramain outstanding will continue to
furnished with all materials relating to the busisefinances and operations of the Company andrialateelating to the offer and sale of the
Securities which have been requested by the Buyits advisors. The Buyer and its advisors, if amye been, and for so long as the Notes
and Warrants remain outstanding will continue tpdfforded the opportunity to ask questions of@menpany. Notwithstanding the
foregoing, the Company has not disclosed to theeBaypy material nonpublic information and will mi$close such information unless such
information is disclosed to the public prior tompmptly following such disclosure to the Buyer.iter such inquiries nor any other due
diligence investigation conducted by Buyer or ahjtadvisors or representatives shall modify, acher affect Buyer's right to rely on the
Company's representations and warranties conta&ingection 3 below. The Buyer understands thahitsstment in the Securities involves a
significant degree of risk.

e. Governmental Review. The Buyer understandsihatnited States federal or state agency or arsr gitbvernment or governmental
agency has passed upon or made any recommendagodarsement of the Securities.

f. Transfer or Re-sale. The Buyer understands(thakcept as provided in the Registration Rightgeement, the sale or re-sale of the
Securities has not been and is not being registanddr the 1933 Act or any applicable state saeariaws, and the Securities may not be
transferred unless (a) the Securities are soldupntgo an effective registration statement underl933 Act, (b) the Buyer shall have
delivered to the Company an opinion of counsel shall be in form, substance and scope customampinions of counsel in comparable
transactions to the effect that the Securitiesetadid or transferred may be sold or transferredyant to an exemption from such registrat
which opinion shall be accepted by the Companythig)Securities are sold or transferred to anliat" (as defined in Rule 144 promulgated
under the 1933 Act (or a successor rule) ("Rule4f the Buyer who agrees to sell or otherwisegfer the Securities only in accordance
with this Section 2(f) and who is an Accrediteddstor, (d) the Securities are sold pursuant to Rk or (e) the Securities are sold pursuant
to Regulation S under the 1933 Act (or a succesde) ("Regulation S"), and the Buyer shall havévéeed to the Company an opinion of
counsel that shall be in form, substance and scogmary for opinions of counsel in corporate $eartions, which opinion shall be accepted
by the Company; (ii) any sale of such Securitieslena reliance on Rule 144 may be made only in @aste with the terms of said Rule and
further, if said Rule is not applicable, any reesal such Securities under circumstances in wliietseller (or the person through whom the
sale is made) may be deemed to be an underwrgehéhterm is defined in the 1933 Act) may requepliance with some other exemption
under the 1933 Act or the rules and regulationth@fSEC thereunder; and (iii) neither the Compamyamy other person is under any
obligation to register such Securities under th@31Act or any state securities laws or to complghwie terms and conditions of any
exemption thereunder (in each case, other thamgntso the Registration Rights Agreement). Notstdhding the foregoing or anything else
contained herein to the contrary, the Securitieg beapledged as collateral in connection with azbfice margin account or other lending
arrangement. In the event that the Company doeaaweipt the opinion of counsel provided by the Buyi¢h respect to the transfer of
Securities pursuant to an exemption from registratsuch as Rule 144 or Regulation S, within tt{Bdusiness days of delivery of the
opinion to the Company, the Company shall pay éoBhyer liquidated damages of three percent (3%)@butstanding amount of the Notes
per month plus accrued and unpaid interest on tited\ prorated for partial months, in cash or shateéhe option of the Company ("Stand
Liguidated Damages Amount"). If the Company eléatse pay the Standard Liquidated Damages Amoustiames of Common Stock, such
shares shall be issued at the Conversion Pridedirhe of payment.



g. Legends. The Buyer understands that the NoeshenWarrants and, until such time as the ConoerShares and Warrant Shares have
been registered under the 1933 Act as contempiatéide Registration Rights Agreement or otherwisg tme sold pursuant to Rule 144 or
Regulation S without any restriction as to the namdif securities as of a particular date that bam be immediately sold, the Conversion
Shares and Warrant Shares may bear a restrictieadein substantially the following form (and apsteansfer order may be placed against
transfer of the certificates for such Securities):

"The securities represented by this certificatechant been registered under the Securities Ac988las amended. The securities may not be
sold, transferred or assigned in the absence effantive registration statement for the securitieder said Act, or an opinion of counsel, in
form, substance and scope customary for opiniom®whsel in comparable transactions, that registras not required under said Act or
unless sold pursuant to Rule 144 or Regulationdgusaid Act.”

The legend set forth above shall be removed an@tmepany shall issue a certificate without suckefebto the holder of any Security upon
which it is stamped, if, unless otherwise requibgdipplicable state securities laws, (a) such Styasrregistered for sale under an effective
registration statement filed under the 1933 Aabthierwise may be sold pursuant to Rule 144 or Reigul S without any restriction as to the
number of securities as of a particular date thattben be immediately sold, or (b) such holdevidies the Company with an opinion of
counsel, in form, substance and scope customamgpfoions of counsel in comparable transactiongheceffect that a public sale or transfer
of such Security may be made without registratiodas the 1933 Act, which opinion shall be accefliethe Company so that the sale or
transfer is effected or (c) such holder provides@ompany with reasonable assurances that suchitexan be sold pursuant to Rule 144 or
Regulation S. The Buyer agrees to sell all Seasitincluding those represented by a certificafegs) which the legend has been removed,
in compliance with applicable prospectus delivaguirements, if any.

h. Authorization; Enforcement. This Agreement amel Registration Rights Agreement have been dulyvalidly authorized. This Agreeme
has been duly executed and delivered on behalfeoBuyer, and this Agreement constitutes, and @pecution and delivery by the Buyer of
the Registration Rights Agreement, such agreem@ntaenstitute, valid and binding agreements of Bagyer enforceable in accordance with
their terms.

i. Residency. The Buyer is a resident of the jucison set forth immediately below such Buyer's igaom the signature pages hereto.
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3. REPRESENTATIONS AND WARRANTIES OF THE COMPANYh& Company represents and warrants to each Buger th

a. Organization and Qualification. The Company each of its Subsidiaries (as defined below), if,asya corporation duly organized, vali
existing and in good standing under the laws ofidhiediction in which it is incorporated, with fyupower and authority (corporate and other)
to own, lease, use and operate its propertiesaadrty on its business as and where now ownesedeaised, operated and conducted.
Schedule 3(a) sets forth a list of all of the Sdiasies of the Company and the jurisdiction in vihéach is incorporated. The Company and
each of its Subsidiaries is duly qualified as aifgn corporation to do business and is in gooddétanin every jurisdiction in which its
ownership or use of property or the nature of th&ifess conducted by it makes such qualificatia@essary except where the failure to be so
qualified or in good standing would not have a MateAdverse Effect. "Material Adverse Effect" meaany material adverse effect on the
business, operations, assets, financial conditigpraspects of the Company or its Subsidiarieanif, taken as a whole, or on the transactions
contemplated hereby or by the agreements or insntsrto be entered into in connection herewithb&Riiaries" means any corporation or
other organization, whether incorporated or unipocated, in which the Company owns, directly oririactly, any equity or other ownership
interest.

b. Authorization; Enforcement. (i) The Company hsequisite corporate power and authority to et and perform this Agreement, the
Registration Rights Agreement, the Notes and ther&¥gs and to consummate the transactions contéeadgdiereby and thereby and to issue
the Securities, in accordance with the terms heaadfthereof, (ii) the execution and delivery o thgreement, the Registration Rights
Agreement, the Notes and the Warrants by the Coyngad the consummation by it of the transactiomgeroplated hereby and thereby
(including without limitation, the issuance of tNetes and the Warrants and the issuance and réserf@r issuance of the Conversion
Shares and Warrant Shares issuable upon convans@rercise thereof) have been duly authorizechbydompany's Board of Directors and
no further consent or authorization of the CompaétsyBoard of Directors, or its shareholders isuiegd, (iii) this Agreement has been duly
executed and delivered by the Company by its aibdrepresentative, and such authorized reprdasenta the true and official
representative with authority to sign this Agreetraamd the other documents executed in connectioawliln and bind the Company
accordingly, and (iv) this Agreement constitutes] apon execution and delivery by the Company efRegistration Rights Agreement, the
Notes and the Warrants, each of such instrumeiitsavistitute, a legal, valid and binding obligatiof the Company enforceable against
Company in accordance with its terms.

c. Capitalization. As of the date hereof, the atitenl capital stock of the Company consists 080,000,000 shares of Common Stock, of
which 32,856,559 shares are issued and outstar@gdn@)0,000 shares are reserved for issuance miitsuéne Company's stock option pla
21,637,128 shares are reserved for issuance putsusecurities (other than the Notes and the Wigs)aexercisable for, or convertible into
exchangeable for shares of Common Stock and 5900@hares are reserved for issuance upon conwerstbe Notes and the Additional
Notes (as defined in Section 4(])) and exercisthnefWarrants and the Additional Warrants (as defineSectior

4(l)) (subject to adjustment pursuant to the Comfsarovenant set forth in

Section 4(h) below); and (ii) 5,000,000 sharesrefgrred stock, of which 800,156.8606 shares ateeis and outstanding. All of such
outstanding shares of capital stock are, or upsunaisce will be, duly authorized, validly issuedlyfpaid and nonassessable. No shares of
capital stock of the Company are subject to preempights or any other similar rights of the sharielers of the Company or any liens or
encumbrances imposed through the actions or faituaet of the Company. Except as disclosed in @dee3(c), as of the effective date of
this Agreement, (i) there are no outstanding ogtiovarrants, scrip, rights to subscribe for, pcddls, rights of first refusal, agreements,
understandings, claims or other commitments oitsighiany character whatsoever relating to, or sg&es or rights convertible into or
exchangeable for any shares of capital stock o€thpany or any of its Subsidiaries, or arrangembptwhich the Company or any of its
Subsidiaries is or may become bound to issue additishares of capital stock of the Company orafnis Subsidiaries, (ii) there are no
agreements or arrangements under which the Congaanyy of its Subsidiaries is obligated to register sale of any of its or their securities
under the 1933 Act (except the Registration Rigigreement) and (iii) there are no anti-dilutionpoice adjustment provisions contained in
any security issued by the Company (or in any ages providing rights to security holders) thatl\i triggered by the issuance of the
Notes, the Warrants, the Conversion Shares or \Wa8iaares. The Company has furnished to the Buyerand correct copies of t
Company's Articles of Incorporation as in effecttba date hereof ("Articles of Incorporation"”), t@empany's By-laws, as in effect on the
date hereof (the "By-laws"), and the terms of atigities convertible into or exercisable for Conm&iock of the Company and the material
rights of the holders thereof in respect theretee Tompany shall provide the Buyer with a writt@aate of this representation signed by the
Company's Chief Executive or Chief Financial Offioa behalf of the Company as of the Closing Date.

5



d. Issuance of Shares. The Conversion Shares anéiW&hares are duly authorized and reserved$oiance and, upon conversion of the
Notes and exercise of the Warrants in accordanttetieir respective terms, will be validly issuédly paid and no-assessable, and free
from all taxes, liens, claims and encumbrances wgipect to the issue thereof and shall not beestity) preemptive rights or other similar
rights of shareholders of the Company and willingiose personal liability upon the holder thereof.

e. Acknowledgment of Dilution. The Company underdtaand acknowledges the potentially dilutive éfftedche Common Stock upon the
issuance of the Conversion Shares and Warrant §Sbpom conversion of the Note or exercise of thersivés. The Company further
acknowledges that its obligation to issue ConverS§bares and Warrant Shares upon conversion dfdtes or exercise of the Warrants in
accordance with this Agreement, the Notes and therdkits is absolute and unconditional regardlesiseoflilutive effect that such issuance
may have on the ownership interests of other sloédets of the Company.

f. No Conflicts. The execution, delivery and penfiance of this Agreement, the Registration Rightsedment, the Notes and the Warrant
the Company and the consummation by the Compattyedfansactions contemplated hereby and therabju@ing, without limitation, the
issuance and reservation for issuance of the CeimreShares and Warrant Shares) will not (i) cobfliith or result in a violation of any
provision of the Articles of Incorporation or Bywa or (ii) violate or conflict with, or result inlareach of any provision of, or constitute a
default (or an event which with notice or lapseimfe or both could become a default) under, or ¢ivethers any rights of termination,
amendment, acceleration or cancellation of, angegent, indenture, patent, patent license or im&tnt to which the Company or any of its
Subsidiaries is a party, or (iii) result in a vitda of any law, rule, regulation, order, judgmentdecree (including federal and state securities
laws and regulations and regulations of any sejtdaory organizations to which the Company osésurities are subject) applicable to the
Company or any of its Subsidiaries or by which prgperty or asset of the Company or any of its Blidn$es is bound or affected (except
such conflicts, defaults, terminations, amendmeatselerations, cancellations and violations aslavoat, individually or in the aggregate,
have a Material Adverse Effect). Neither the Conypaor any of its Subsidiaries is in violation of irticles of Incorporation, By-laws or
other organizational documents and neither the Gomppor any of its Subsidiaries is in default (aodevent has occurred which with notice
or lapse of time or both could put the Companyror éf its Subsidiaries in default) under, and naitthe Company nor any of its Subsidiaries
has taken any action or failed to take any actia would give to others any rights of terminatiamendment, acceleration or cancellatior
any agreement, indenture or instrument to whichtbmpany or any of its Subsidiaries is a partyyowhich any property or assets of the
Company or any of its Subsidiaries is bound orcéfd, except for possible defaults as would natividually or in the aggregate, have a
Material Adverse Effect. The businesses of the Camgmand its Subsidiaries, if any, are not beingdocted, and shall not be conducted so
long as a Buyer owns any of the Securities, inatioh of any law, ordinance or regulation of anygmmental entity. Except as specifically
contemplated by this Agreement and as requirednthéel 933 Act and any applicable state secutities, the Company is not required to
obtain any consent, authorization or order of, akenany filing or registration with, any court, gmmental agency, regulatory agency, self
regulatory organization or stock market or anydigarty in order for it to execute, deliver or merh any of its obligations under this
Agreement, the Registration Rights Agreement, tb&eblor the Warrants in accordance with the ternaedi or thereof or to issue and sell
Notes and Warrants in accordance with the termsafi@nd to issue the Conversion Shares upon caowessthe Notes and the Warre
Shares upon exercise of the Warrants. Except akdéd in Schedule

3(f), all consents, authorizations, orders, filimggl registrations which the Company is requiredbti@min pursuant to the preceding sentence
have been obtained or effected on or prior to tite Hereof. The Company is not in violation of liseng requirements of the Over-the-
Counter Bulletin Board (the "OTCBB") and does redsonably anticipate that the Common Stock williélested by the OTCBB in the
foreseeable future. The Company and its Subsidiafie unaware of any facts or circumstances whightrgive rise to any of the foregoing.
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g. SEC Documents; Financial Statements. Excepisatoded in Schedule 3(g), the Company has tinikgg &ll reports, schedules, forms,
statements and other documents required to belfjletiwith the SEC pursuant to the reporting reguients of the Securities Exchange Act
of 1934, as amended (the "1934 Act") (all of theefming filed prior to the date hereof and all é&xsiincluded therein and financial
statements and schedules thereto and documengs {b#im exhibits to such documents) incorporatetefgrence therein, being hereinafter
referred to herein as the "SEC Documents"). The @y has delivered to each Buyer true and comptgiges of the SEC Documents,
except for such exhibits and incorporated documekef their respective dates, the SEC Documemtspdied in all material respects with
the requirements of the 1934 Act and the rulesragdlations of the SEC promulgated thereunder egiplié to the SEC Documents, and none
of the SEC Documents, at the time they were fil@t the SEC, contained any untrue statement of temahfact or omitted to state a mate
fact required to be stated therein or necessaoyder to make the statements therein, in lighhefdircumstances under which they were
made, not misleading. None of the statements maeayi such SEC Documents is, or has been, requaireel amended or updated under
applicable law (except for such statements as haga amended or updated in subsequent filings {r@odate hereof). As of their respective
dates, the financial statements of the Companwdtez in the SEC Documents complied as to formlimaterial respects with applicable
accounting requirements and the published ruleseguaations of the SEC with respect thereto. Singncial statements have been prepared
in accordance with United States generally acceptedunting principles, consistently applied, dgrine periods involved (except (i) as may
be otherwise indicated in such financial statementie notes thereto, or (ii) in the case of uitaddnterim statements, to the extent they
may not include footnotes or may be condensedmnsary statements) and fairly present in all mateespects the consolidated financial
position of the Company and its consolidated Suasas as of the dates thereof and the consolidatadts of their operations and cash flc
for the periods then ended (subject, in the casmatidited statements, to normal year-end audisédgnts). Except as set forth in the
financial statements of the Company included inS&€ Documents, the Company has no liabilitiestingant or otherwise, other than (i)
liabilities incurred in the ordinary course of lsss subsequent to December 31, 2004 and (ii)atligs under contracts and commitments
incurred in the ordinary course of business andemiired under generally accepted accounting iplieeto be reflected in such financial
statements, which, individually or in the aggregate not material to the financial condition oeoating results of the Company.
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h. Absence of Certain Changes. Since December(®Y, 2here has been no material adverse changecamaterial adverse development in
the assets, liabilities, business, properties,aifmers, financial condition, results of operatiamgrospects of the Company or any of its
Subsidiaries.

i. Absence of Litigation. There is no action, salgim, proceeding, inquiry or investigation beforeby any court, public board, government
agency, self-regulatory organization or body pegdin to the knowledge of the Company or any oSitbsidiaries, threatened against or
affecting the Company or any of its Subsidiariegheir officers or directors in their capacitysagh, that could have a Material Adverse
Effect. Schedule 3(i) contains a complete list amshmary description of any pending or threatenedq®ding against or affecting the
Company or any of its Subsidiaries, without regardshether it would have a Material Adverse Eff8die Company and its Subsidiaries are
unaware of any facts or circumstances which migte gse to any of the foregoing.

j. Patents, Copyrights, etc. The Company and eaith Subsidiaries owns or possesses the requiisiieses or rights to use all patents, pa
applications, patent rights, inventions, know-htnade secrets, trademarks, trademark applicatsmrgice marks, service names, trade names
and copyrights ("Intellectual Property") necesgargnable it to conduct its business as now opei@ed, except as set forth in Schedule 3(j)
hereof, to the best of the Company's knowledgeresently contemplated to be operated in the fjtthiere is no claim or action by any
person pertaining to, or proceeding pending, dhéoCompany's knowledge threatened, which chalketigeright of the Company or of a
Subsidiary with respect to any Intellectual Propeecessary to enable it to conduct its busines®wasoperated (and, except as set forth in
Schedule 3(j) hereof, to the best of the Compdaysvledge, as presently contemplated to be opemati future); to the best of the
Company's knowledge, the Company's or its Subsdiazurrent and intended products, services aocegses do not infringe on any
Intellectual Property or other rights held by amygon; and the Company is unaware of any factg@irastances which might give rise to
any of the foregoing. The Company and each oflitssfliaries have taken reasonable security measupstect the secrecy, confidentiality
and value of their Intellectual Property.



k. No Materially Adverse Contracts, Etc. Neithez thompany nor any of its Subsidiaries is subjeetrty charter, corporate or other legal
restriction, or any judgment, decree, order, ruleegulation which in the judgment of the Compamfficers has or is expected in the future
to have a Material Adverse Effect. Neither the Campnor any of its Subsidiaries is a party to amytact or agreement which in the
judgment of the Company's officers has or is exgubtd have a Material Adverse Effe

|. Tax Status. Except as set forth on Schedule t8@) Company and each of its Subsidiaries has mwiafiled all federal, state and foreign
income and all other tax returns, reports and datitms required by any jurisdiction to which itsigsbject (unless and only to the extent that
the Company and each of its Subsidiaries has &kt an its books provisions reasonably adequatéhtopayment of all unpaid and
unreported taxes) and has paid all taxes and gtharnmental assessments and charges that areahiat@amount, shown or determined to
be due on such returns, reports and declaratianspéthose being contested in good faith and étaside on its books provisions reason:
adequate for the payment of all taxes for periadsequent to the periods to which such returngrtepr declarations apply. There are no
unpaid taxes in any material amount claimed toueela; the taxing authority of any jurisdiction, ahe officers of the Company know of no
basis for any such claim. The Company has not égdaiwaiver with respect to the statute of linmtas relating to the assessment or
collection of any foreign, federal, state or lod. Except as set forth on Schedule 3(1), nonh@Company's tax returns is presently being
audited by any taxing authority.

m. Certain Transactions. Except as set forth ore@ale 3(m) and except for arm's length transacipemsuant to which the Company or any
of its Subsidiaries makes payments in the ordicaryse of business upon terms no less favorabtettteaCompany or any of its Subsidiaries
could obtain from third parties and other thandrent of stock options disclosed on Schedule

3(c), none of the officers, directors, or employetthe Company is presently a party to any tratsaaevith the Company or any of its
Subsidiaries (other than for services as employafésers and directors), including any contracfreement or other arrangement providing
for the furnishing of services to or by, providifay rental of real or personal property to or frammotherwise requiring payments to or from
any officer, director or such employee or, to thewledge of the Company, any corporation, partriprstust or other entity in which any
officer, director, or any such employee has a suttstl interest or is an officer, director, trustegartner.
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n. Disclosure. All information relating to or comngng the Company or any of its Subsidiaries sghftn this Agreement and provided to the
Buyers pursuant to Section 2(d) hereof and otherimiconnection with the transactions contemplae@by is true and correct in all mate
respects and the Company has not omitted to stgtenaterial fact necessary in order to make thestants made herein or therein, in light
of the circumstances under which they were mademileading. No event or circumstance has occurazkists with respect to the
Company or any of its Subsidiaries or its or theisiness, properties, prospects, operations andinbhconditions, which, under applicable
law, rule or regulation, requires public disclosareannouncement by the Company but which has een lso publicly announced or disclo
(assuming for this purpose that the Company's tefited under the 1934 Act are being incorporaied an effective registration statement
filed by the Company under the 1933 Act).

0. Acknowledgment Regarding Buyers' Purchase ofi®exs. The Company acknowledges and agreesttba@yers are acting solely in the
capacity of arm's length purchasers with respethisoAgreement and the transactions contemplateebly. The Company further
acknowledges that no Buyer is acting as a finaradalsor or fiduciary of the Company (or in any gancapacity) with respect to this
Agreement and the transactions contemplated herethyiny statement made by any Buyer or any of thepective representatives or agents
in connection with this Agreement and the transacticontemplated hereby is not advice or a recordatam and is merely incidental to the
Buyers' purchase of the Securities. The Compariidurepresents to each Buyer that the Compangiside to enter into this Agreement t
been based solely on the independent evaluatitredEompany and its representatives.

p. No Integrated Offering. Neither the Company, awy of its affiliates, nor any person acting andt their behalf, has directly or indirectly
made any offers or sales in any security or selicény offers to buy any security under circumstartbat would require registration under
1933 Act of the issuance of the Securities to thgdss. The issuance of the Securities to the Buy#ksiot be integrated with any other
issuance of the Company's securities (past, cuorefatture) for purposes of any shareholder apgdrpravisions applicable to the Company
its securities.

g. No Brokers. The Company has taken no actiontwiguld give rise to any claim by any person fakarage commissions, transaction
fees or similar payments relating to this Agreenwrthe transactions contemplated hereby.

r. Permits; Compliance. The Company and each @&iitssidiaries is in possession of all franchiseantg, authorizations, licenses, permits,
easements, variances, exemptions, consents, caei approvals and orders necessary to own, daaseperate its properties and to carn
its business as it is now being conducted (colteti the "Company Permits"), and there is no acfiending or, to the knowledge of the
Company, threatened regarding suspension or catioallof any of the Company Permits. Neither then@any nor any of its Subsidiaries is
in conflict with, or in default or violation of, grof the Company Permits, except for any such ésfldefaults or violations which,
individually or in the aggregate, would not readuipde expected to have a Material Adverse Effsice December 31, 2004, neither the
Company nor any of its Subsidiaries has receivedhatification with respect to possible confliatigfaults or violations of applicable laws,
except for notices relating to possible conflickstaults or violations, which conflicts, defaultsviolations would not have a Material Adve
Effect.
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s. Environmental Matters.

(i) Except as set forth in Schedule 3(s), theretaréhe Company's knowledge, with respect to tam@any or any of its Subsidiaries or any
predecessor of the Company, no past or presertidos of Environmental Laws (as defined belowlgases of any material into the
environment, actions, activities, circumstancesgitions, events, incidents, or contractual oblma which may give rise to any common
law environmental liability or any liability undéine Comprehensive Environmental Response, Compensatd Liability Act of 1980 or
similar federal, state, local or foreign laws amitimer the Company nor any of its Subsidiariesrasived any notice with respect to any of
the foregoing, nor is any action pending or, to@wenpany's knowledge, threatened in connection arithof the foregoing. The term
"Environmental Laws" means all federal, state, lacdoreign laws relating to pollution or protemti of human health or the environment
(including, without limitation, ambient air, surfagvater, groundwater, land surface or subsurfae#a$t including, without limitation, laws
relating to emissions, discharges, releases oatitmed releases of chemicals, pollutants contarsinantoxic or hazardous substances or
wastes (collectively, "Hazardous Materials") inte £nvironment, or otherwise relating to the mactuiz, processing, distribution, use,
treatment, storage, disposal, transport or handifrtdazardous Materials, as well as all author@atj codes, decrees, demands or demand
letters, injunctions, judgments, licenses, notmesotice letters, orders, permits, plans or retipia issued, entered, promulgated or approved
thereunder.

(i) Other than those that are or were stored, wsatisposed of in compliance with applicable lam,Hazardous Materials are contained a
about any real property currently owned, leaseased by the Company or any of its Subsidiaries,randlazardous Materials were released
on or about any real property previously ownedséelaor used by the Company or any of its Subseliaturing the period the property was
owned, leased or used by the Company or any &fubsidiaries, except in the normal course of then@any's or any of its Subsidiaries'
business.

(iii) Except as set forth in Schedule 3(s), therero underground storage tanks on or under athyreperty owned, leased or used by the
Company or any of its Subsidiaries that are nabimpliance with applicable law.

t. Title to Property. The Company and its Subside&have good and marketable title in fee simpllteeal property and good and market
title to all personal property owned by them whiglmaterial to the business of the Company anflutssidiaries, in each case free and clear
of all liens, encumbrances and defects except asiére described in Schedule 3(t) or such as wmilhave a Material Adverse Effect. Any
real property and facilities held under lease ley@ompany and its Subsidiaries are held by thenerwalid, subsisting and enforceable
leases with such exceptions as would not have afdhAdverse Effect.
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u. Insurance. The Company and each of its Subgidiare insured by insurers of recognized finarreighonsibility against such losses and
risks and in such amounts as management of the @onelieves to be prudent and customary in thenbsses in which the Company and
its Subsidiaries are engaged. Neither the Compangmy such Subsidiary has any reason to belieatatttvill not be able to renew its
existing insurance coverage as and when such qpyengires or to obtain similar coverage from samihsurers as may be necessary to
continue its business at a cost that would not lsaMaterial Adverse Effect. The Company has praviteBuyer true and correct copies of
policies relating to directors' and officers' lidtlyi coverage, errors and omissions coverage, antheercial general liability coverage.

v. Internal Accounting Controls. The Company ancheaf its Subsidiaries maintain a system of inteacaounting controls sufficient, in the
judgment of the Company's board of directors, tivigle reasonable assurance that (i) transacti@nexacuted in accordance w
management's general or specific authorizatioddrdinsactions are recorded as necessary to ppraeparation of financial statements in
conformity with generally accepted accounting pipless and to maintain asset accountability, (idg@ss to assets is permitted only in
accordance with management's general or specifimeration and (iv) the recorded accountability dgsets is compared with the existing
assets at reasonable intervals and appropriatmnasttaken with respect to any differences.

w. Foreign Corrupt Practices. Neither the Compaay,any of its Subsidiaries, nor any director, adfi agent, employee or other person
acting on behalf of the Company or any Subsidiay, in the course of his actions for, or on bebflthe Company, used any corporate fu
for any unlawful contribution, gift, entertainmestother unlawful expenses relating to politicaivdty; made any direct or indirect unlawful
payment to any foreign or domestic government igffier employee from corporate funds; violatedsini violation of any provision of the
U.S. Foreign Corrupt Practices Act of 1977, as atednor made any bribe, rebate, payoff, influeraygmpent, kickback or other unlawful
payment to any foreign or domestic government iafficr employee.

X. Solvency. The Company (after giving effect te thansactions contemplated by this Agreemenplisst (i.e., its assets have a fair market
value in excess of the amount required to payritbgble liabilities on its existing debts as thegdme absolute and matured) and currently
the Company has no information that would lead itetasonably conclude that the Company would (i@, giving effect to the transaction
contemplated by this Agreement, have the abilityntor does it intend to take any action that wandgair its ability to, pay its debts from

time to time incurred in connection therewith ashsdebts mature. The Company did not receive aftpehbpinion from its auditors with
respect to its most recent fiscal year end andr gftiing effect to the transactions contemplatgdhiis Agreement, does not anticipate or
know of any basis upon which its auditors mightiesa qualified opinion in respect of its currestél year.

y. No Investment Company. The Company is not, gahuhe issuance and sale of the Securities asmopidted by this Agreement will n
be an "investment company" required to be regidtaraler the Investment Company Act of 1940 (anéttment Company"). The Company
is not controlled by an Investment Company.
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z. Breach of Representations and Warranties bZtmpany. If the Company breaches any of the reptasens or warranties set forth in t

Section 3, and in addition to any other remedigslable to the Buyers pursuant to this Agreemédmt,Gompany shall pay to the Buyer the
Standard Liquidated Damages Amount in cash orameshof Common Stock at the option of the Compantil such breach is cured. If the
Company elects to pay the Standard Liquidated DasyAgnounts in shares of Common Stock, such shhedlste issued at the Conversion
Price at the time of payment.

4. COVENANTS.
a. Best Efforts. The parties shall use their b#etts to satisfy timely each of the conditions déised in Section 6 and 7 of this Agreement.

b. Form D; Blue Sky Laws. The Company agrees &diForm D with respect to the Securities as reduinder Regulation D and to provide
a copy thereof to each Buyer promptly after sulthgi The Company shall, on or before the Closiregel take such action as the Company
shall reasonably determine is necessary to qudléySecurities for sale to the Buyers at the apple closing pursuant to this Agreement
under applicable securities or "blue sky" lawshaf states of the United States (or to obtain ametien from such qualification), and shall
provide evidence of any such action so taken th &yer on or prior to the Closing Date.

c. Reporting Status; Eligibility to Use Form S-8-3 or Form S-1. The Company's Common Stock issteged under Section 12(g) of the
1934 Act. The Company represents and warrantstthegets the requirements for the use of Form 83 the Company is not eligible for
the use of Form S-3 as of the Filing Date (as defiim the Registration Rights Agreement), the Camgpaay use the form of registration for
which it is eligible at that time) for registratiarf the sale by the Buyer of the Registrable Séesr{as defined in the Registration Rights
Agreement). So long as the Buyer beneficially oamyg of the Securities, the Company shall timely &ll reports required to be filed with 1
SEC pursuant to the 1934 Act, and the Company sbalierminate its status as an issuer requirdidetoeports under the 1934 Act even if
1934 Act or the rules and regulations thereundarldvpermit such termination. The Company furtheneag to file all reports required to be
filed by the Company with the SEC in a timely manse as to become eligible, and thereafter to raairits eligibility, for the use of Form S-
3. The Company shall issue a press release dewgiline materials terms of the transaction conteraglbhereby as soon as practicable
following the Closing Date but in no event morertiao (2) business days of the Closing Date, whiass release shall be subject to prior
review by the Buyers. The Company agrees that puess release shall not disclose the name of tigerBunless expressly consented to in
writing by the Buyers or unless required by apgiledaw or regulation, and then only to the extfrduch requirement.

d. Use of Proceeds. The Company shall use the gdsdeom the sale of the Notes and the Warrarttseiimanner set forth in Schedule 4(d)
attached hereto and made a part hereof and shatlinectly or indirectly, use such proceeds foy &ran to or investment in any other
corporation, partnership, enterprise or other pe(sacept in connection with its currently existidigect or indirect Subsidiaries)
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e. Future Offerings. Subject to the exceptions rilesd below, the Company will not, without the prieritten consent of a majority-imteres
of the Buyers, not to be unreasonably withheldotiage or contract with any party to obtain addidbequity financing (including debt
financing with an equity component) that involvés the issuance of Common Stock at a discountearrket price of the Common Stock
on the date of issuance (taking into account theevaf any warrants or options to acquire Commamtkstssued in connection therewith) or
(B) the issuance of convertible securities thatcamvertible into an indeterminate number of shafé€Sommon Stock or (C) the issuance of
warrants during the period (the "Lock-up Periodyimning on the Closing Date and ending on the lté) two hundred seventy

(270) days from the Closing Date and (ii) one heddeighty (180) days from the date the Registrafitatement (as defined in the
Registration Rights Agreement) is declared effec{plus any days in which sales cannot be madeuhder). In addition, subject to the
exceptions described below, the Company will notdet any equity financing (including debt with @guity component) ("Future
Offerings") during the period beginning on the @igsDate and ending two (2) years after the enth@f_ock-up Period unless it shall have
first delivered to each Buyer, at least twenty (B03iness days prior to the closing of such FuBffering, written notice describing the
proposed Future Offering, including the terms amidditions thereof and proposed definitive documigamiato be entered into in connection
therewith, and providing each Buyer an option dytime fifteen (15) day period following delivery sfich notice to purchase its pro rata s
(based on the ratio that the aggregate principalusntnof Notes purchased by it hereunder bearset@gigregate principal amount of Notes
purchased hereunder) of the securities being affieréhe Future Offering on the same terms as copliEted by such Future Offering (the
limitations referred to in this sentence and thecpding sentence are collectively referred to as@apital Raising Limitations"). In the event
the terms and conditions of a proposed Future @ffeare amended in any respect after delivery efifitice to the Buyers concerning the
proposed Future Offering, the Company shall delavaew notice to each Buyer describing the ametetads and conditions of the proposed
Future Offering and each Buyer thereafter shalkhav option during the fifteen (15) day perioddaling delivery of such new natice to
purchase its pro rata share of the securities bafieged on the same terms as contemplated bymugosed Future Offering, as amended.
The foregoing sentence shall apply to successiveandments to the terms and conditions of any prapbséure Offering. The Capital
Raising Limitations shall not apply to any trangaetinvolving (i) issuances of securities in a fiommmitment underwritten public offering
(excluding a continuous offering pursuant to Rul® &inder the 1933 Act) or (ii) issuances of sei@gias consideration for a merger,
consolidation or purchase of assets, or in conmegtith any strategic partnership or joint vent(thee primary purpose of which is not to re
equity capital), or in connection with the dispmsitor acquisition of a business, product or lieehg the Company. The Capital Raising
Limitations also shall not apply to the issuanceexfurities upon exercise or conversion of the Gomis options, warrants or other
convertible securities outstanding as of the datedf or to the grant of additional options or vaats, or the issuance of additional securities,
under any Company stock option or restricted sflak approved by the shareholders of the Company.

f. Expenses. At the Closing, the Company shall beiree Buyers for expenses incurred by them in octiorewith the negotiation,
preparation, execution, delivery and performancthisf Agreement and the other agreements to baueg@ connection herewith
("Documents"), including, without limitation, attmeys' and consultants' fees and expenses, tragdat fees, fees for stock quotation
services, fees relating to any amendments or nuadiifins of the Documents or any consents or waiviepsovisions in the Documents, fees
for the preparation of opinions of counsel, escfees, and costs of restructuring the transactionseenplated by the Documents. When
possible, the Company must pay these fees dirattigrwise the Company must make immediate payfoenéimbursement to the Buyers
for all fees and expenses immediately upon writtetice by the Buyer or the submission of an invdigghe Buyer If the Company fails to
reimburse the Buyer in full within three (3) busseadays of the written notice or submission of ioedy the Buyer, the Company shall pay
interest on the total amount of fees to be reimduliet a rate of 15% per annum.
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g. Financial Information. The Company agrees talgbe following reports to each Buyer until suchyButransfers, assigns, or sells all of
Securities: (i) within ten (10) days after therfgiwith the SEC, a copy of its Annual Report onrfrdi0-KSB its Quarterly Reports on Form
10-QSB and any Current Reports on Form 8-K; (ithw one (1) day after release, copies of all preksases issued by the Company or any
of its Subsidiaries; and (iii) contemporaneouslyhwthe making available or giving to the sharehdde the Company, copies of any notices
or other information the Company makes availablgiees to such shareholders.

h. Authorization and Reservation of Shares. The @y shall at all times have authorized, and reskfor the purpose of issuance, a
sufficient number of shares of Common Stock to mlevor the full conversion or exercise of the ¢asling Notes and Warrants and
issuance of the Conversion Shares and Warrant Shacennection therewith (based on the ConverBiace of the Notes or Exercise Price
of the Warrants in effect from time to time) andofiserwise required by the Notes. The Company stwlteduce the number of shares of
Common Stock reserved for issuance upon conveddidlotes and exercise of the Warrants without thesent of each Buyer. The Company
shall at all times maintain the number of shareSamhmon Stock so reserved for issuance at an anfdReserved Amount”) equal to no less
than two (2) times the number that is then actualyable upon full conversion of the Notes andifhoital Notes and upon exercise of the
Warrants and the Additional Warrants (based orCiweversion Price of the Notes or the Exercise Rifadbe Warrants in effect from time to
time). If at any time the number of shares of ComrBtock authorized and reserved for issuance (‘évizbd and Reserved Shares") is be
the Reserved Amount, the Company will promptly takeorporate action necessary to authorize aserve a sufficient number of shares,
including, without limitation, calling a special &ting of shareholders to authorize additional shéwaneet the Company's obligations under
this Section 4(h), in the case of an insufficiemirber of authorized shares, obtain shareholdeioappof an increase in such authorized
number of shares, and voting the management shatlkes Company in favor of an increase in the atitled shares of the Company to ens
that the number of authorized shares is suffidiemieet the Reserved Amount. If the Company failstitain such shareholder approval
within thirty (30) days following the date on whitte number of Reserved Amount exceeds the Authd@nd Reserved Shares, the
Company shall pay to the Borrower the Standard idisjed Damages Amount, in cash or in shares of CemBtock at the option of the
Buyer. If the Buyer elects to be paid the Standagdidated Damages Amount in shares of Common Stawgh shares shall be issued at the
Conversion Price at the time of payment. In ordegrisure that the Company has authorized a suffiailmount of shares to meet the
Reserved Amount at all times, the Company musveeto the Buyer at the end of every month a kading (1) the current amount of
shares authorized by the Company and reservetddédBuyer; and (2) amount of shares issuable upowersion of the Notes and upon
exercise of the Warrants and as payment of intaiestied on the Notes for one year. If the Comgaify to provide such list within five (5)
business days of the end of each month, the Comglzadi/pay the Standard Liquidated Damages Amanrash or in shares of Common
Stock at the option of the Buyer, until the listislivered. If the Buyer elects to be paid the 8tad Liquidated Damages Amount in shares of
Common Stock, such shares shall be issued at thee@sion Price at the time of payment.
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i. Listing. The Company shall promptly secure tisérig of the Conversion Shares and Warrant Shayes each national securities exchange
or automated quotation system, if any, upon whiwras of Common Stock are then listed (subjecffica notice of issuance) and, so long
as any Buyer owns any of the Securities, shall taainso long as any other shares of Common Stoak Ise so listed, such listing of all
Conversion Shares and Warrant Shares from timen®issuable upon conversion of the Notes or egerof the Warrants. The Company
obtain and, so long as any Buyer owns any of tloei@ées, maintain the listing and trading of itef@mon Stock on the OTCBB or any
equivalent replacement exchange, the Nasdaq Natibarket ("Nasdaq"), the Nasdaq SmallCap Marketadtlag SmallCap"), the New York
Stock Exchange ("NYSE"), or the American Stock Eade ("AMEX") and will comply in all respects withe Company's reporting, filing
and other obligations under the bylaws or rulethefNational Association of Securities Dealers ($DY) and such exchanges, as applicable.
The Company shall promptly provide to each Buygries of any notices it receives from the OTCBB anyg other exchanges or quotation
systems on which the Common Stock is then listgdnding the continued eligibility of the Common &tdor listing on such exchanges and
guotation systems.

j. Corporate Existence. So long as a Buyer beradfjoowns any Notes or Warrants, the Company shalhtain its corporate existence ¢
shall not sell all or substantially all of the Coamy's assets, except in the event of a mergernmotidation or sale of all or substantially all of
the Company's assets, where the surviving or ssocestity in such transaction

(i) assumes the Company's obligations hereundeuaddr the agreements and instruments entereéhictimnection herewith and (ii) is a
publicly traded corporation whose Common Stocksietl for trading on the OTCBB, Nasdaq, Nasdaq &raal NYSE or AMEX.

k. No Integration. The Company shall not make afffigre or sales of any security (other than the 8ges) under circumstances that would
require registration of the Securities being offieoe sold hereunder under the 1933 Act or causeffleeng of the Securities to be integrated
with any other offering of securities by the Comypéar the purpose of any stockholder approval giov applicable to the Company or its
securities.

[. Key Man Insurance. The Company shall use it$ &#arts to obtain, on or before five (5) busindays from the date hereof, key man life
insurance on all of the Company's officers andsilivi heads.
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m. Restriction on Short Sales. The Buyers agrete $bhdong as any of the Notes remain outstandingin no event less than two (2) years
from the date hereof, the Buyers will not enteoiat effect any "short sales" (as such term isngefiin Rule 3b-3 of the 1934 Act) of the
Common Stock or hedging transaction which estagtishnet short position with respect to the ComBtoak.

n. Breach of Covenants. If the Company breache®bthe covenants set forth in this Section 4, imnaddition to any other remedies
available to the Buyers pursuant to this AgreemtietCompany shall pay to the Buyers the Standapdidated Damages Amount, in cash or
in shares of Common Stock at the option of the Gamgpuntil such breach is cured. If the Compangtsl® pay the Standard Liquidated
Damages Amount in shares, such shares shall bedisguhe Conversion Price at the time of payment.

5. TRANSFER AGENT INSTRUCTIONS. The Company shsdle irrevocable instructions to its transfer ageigsue certificates,
registered in the name of each Buyer or its nomifegghe Conversion Shares and Warrant Sharascn amounts as specified from time to
time by each Buyer to the Company upon conversidgheoNotes or exercise of the Warrants in accardamith the terms thereof (the
"Irrevocable Transfer Agent Instructions"). Priorregistration of the Conversion Shares and WaBhatres under the 1933 Act or the dat
which the Conversion Shares and Warrant Sharesomaypld pursuant to Rule 144 without any restnicts to the number of Securities as of
a particular date that can then be immediately, solguch certificates shall bear the restrictagend specified in Section 2(g) of this
Agreement. The Company warrants that no instruaitber than the Irrevocable Transfer Agent Instams referred to in this Section 5, and
stop transfer instructions to give effect to Sat@gf) hereof (in the case of the Conversion ShanesWarrant Shares, prior to registration of
the Conversion Shares and Warrant Shares undée8®&Act or the date on which the Conversion ShanesWarrant Shares may be sold
pursuant to Rule 144 without any restriction athtonumber of Securities as of a particular daae ¢hn then be immediately sold), will be
given by the Company to its transfer agent andttiteSecurities shall otherwise be freely trandfieran the books and records of the
Company as and to the extent provided in this Agesg and the Registration Rights Agreement. Nothirthis Section shall affect in any
way the Buyer's obligations and agreement set far8ection 2(g) hereof to comply with all applitalprospectus delivery requirements, if
any, upon re-sale of the Securities. If a Buyewrjales the Company with (i) an opinion of counseldrm, substance and scope customary for
opinions in comparable transactions, to the etfeat a public sale or transfer of such Securitiay e made without registration under the
1933 Act and such sale or transfer is effectedi)oihe Buyer provides reasonable assurancesltleabécurities can be sold pursuant to Rule
144, the Company shall permit the transfer, anthéncase of the Conversion Shares and Warrane§haomptly instruct its transfer agent
to issue one or more certificates, free from res#e legend, in such name and in such denomina@srspecified by such Buyer. The
Company acknowledges that a breach by it of itggabbns hereunder will cause irreparable harnméoBuyers, by vitiating the intent and
purpose of the transactions contemplated herebgoringly, the Company acknowledges that the rena¢dgw for a breach of its
obligations under this Section 5 may be inadeqaatkagrees, in the event of a breach or threatemedh by the Company of the provisions
of this Section, that the Buyers shall be entitlachddition to all other available remedies, tdrganction restraining any breach and requi
immediate transfer, without the necessity of shawdnonomic loss and without any bond or other siceing required.
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6. CONDITIONS TO THE COMPANY'S OBLIGATION TO SELIThe obligation of the Company hereunder to issuksatl the Notes and
Warrants to a Buyer at the Closing is subject eogtisfaction, at or before the Closing Date chez the following conditions thereto,
provided that these conditions are for the Compasie benefit and may be waived by the Compaayatime in its sole discretion:

a. The applicable Buyer shall have executed thizé&ment and the Registration Rights Agreementdatidered the same to the Company.
b. The applicable Buyer shall have delivered theclRase Price in accordance with Section 1(b) above.

c. The representations and warranties of the agigiecBuyer shall be true and correct in all matedgpects as of the date when made and as
of the Closing Date as though made at that timegpixfor representations and warranties that spsai a specific date), and the applicable
Buyer shall have performed, satisfied and comglieall material respects with the covenants, agexgmand conditions required by this
Agreement to be performed, satisfied or complieith Wy the applicable Buyer at or prior to the QhgsDate.

d. No litigation, statute, rule, regulation, exegeitorder, decree, ruling or injunction shall héne=n enacted, entered, promulgated or end
by or in any court or governmental authority of gatent jurisdiction or any self-regulatory orgamiza having authority over the matters
contemplated hereby which prohibits the consummatfcany of the transactions contemplated by tlgse&ment.

7. CONDITIONS TO EACH BUYER'S OBLIGATION TO PURCHAS The obligation of each Buyer hereunder to pwsehhe Notes and
Warrants at the Closing is subject to the satigfactt or before the Closing Date of each of tiikvfving conditions, provided that these
conditions are for such Buyer's sole benefit angl beawaived by such Buyer at any time in its saderdtion:

a. The Company shall have executed this Agreenmehttee Registration Rights Agreement, and delivénedsame to the Buyer.

b. The Company shall have delivered to such Buybr executed Notes (in such denominations as theeBshall request) and Warrants in
accordance with Section 1(b) above.

c. The Irrevocable Transfer Agent Instructionsfonm and substance satisfactory to a majority-tesiest of the Buyers, shall have been
delivered to and acknowledged in writing by the @amy's Transfer Agent.

d. The representations and warranties of the Coynglaall be true and correct in all material respest of the date when made and as of the
Closing Date as though made at such time (excepefyesentations and warranties that speak aspécific date) and the Company shall
have performed, satisfied and complied in all mateespects with the covenants, agreements anditams required by this Agreement to
performed, satisfied or complied with by the Companor prior to the Closing Date. The Buyer shale received a certificate or
certificates, executed by the chief executive effiof the Company, dated as of the Closing Datthadoregoing effect and as to such other
matters as may be reasonably requested by suchr Bijeding, but not limited to certificates withgpect to the Company's Articles of
Incorporation, By-laws and Board of Directors' lesions relating to the transactions contemplatecthy.
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e. No litigation, statute, rule, regulation, exéaaiorder, decree, ruling or injunction shall hdpe=n enacted, entered, promulgated or end
by or in any court or governmental authority of gatent jurisdiction or any self-regulatory orgamiza having authority over the matters
contemplated hereby which prohibits the consummatfcany of the transactions contemplated by thgse&ment.

f. No event shall have occurred which could reabbnbe expected to have a Material Adverse Effecthe Company.

g. The Conversion Shares and Warrant Shares shadlteen authorized for quotation on the OTCBBteanding in the Common Stock on
the OTCBB shall not have been suspended by the@@H@& OTCBB.

h. The Buyer shall have received an opinion of@benpany's counsel, dated as of the Closing Dafeyin, scope and substance reasonably
satisfactory to the Buyer and in substantiallyghme form as Exhibit "D" attached hereto.

i. The Buyer shall have received an officer's fiegte described in Section 3(c) above, dated dseo€Closing Date.
8. GOVERNING LAW; MISCELLANEOUS.

a. Governing Law. THIS AGREEMENT SHALL BE ENFORCEGOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE
LAWS OF THE STATE OF NEW YORK APPLICABLE TO AGREEMIETS MADE AND TO BE PERFORMED ENTIRELY WITHIN
SUCH STATE, WITHOUT REGARD TO THE PRINCIPLES OF CENCT OF LAWS. THE PARTIES HERETO HEREBY SUBMIT TO
THE EXCLUSIVE JURISDICTION OF THE UNITED STATES FEHHRAL COURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS AGREEMENTHE AGREEMENTS ENTERED INTO IN CONNECTION
HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY ORHEREBY. BOTH PARTIES IRREVOCABLY WAIVE THE
DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCBEF SUCH SUIT OR PROCEEDING. BOTH PARTIES
FURTHER AGREE THAT SERVICE OF PROCESS UPON A PARWAILED BY FIRST CLASS MAIL SHALL BE DEEMED IN
EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON RAMRTY IN ANY SUCH SUIT OR PROCEEDING. NOTHING
HEREIN SHALL AFFECT EITHER PARTY'S RIGHT TO SERVEROCESS IN ANY OTHER MANNER PERMITTED BY LAW. BOTH
PARTIES AGREE THAT A FINAL NON-APPEALABLE JUDGMENTN ANY SUCH SUIT OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIRS BY SUIT ON SUCH JUDGMENT OR IN ANY OTHER
LAWFUL MANNER. THE PARTY WHICH DOES NOT PREVAIL INANY DISPUTE ARISING UNDER THIS AGREEMENT SHALL
BE RESPONSIBLE FOR ALL FEES AND EXPENSES, INCLUDINKITORNEYS' FEES, INCURRED BY THE PREVAILING PARTY
IN CONNECTION WITH SUCH DISPUTE.
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b. Counterparts; Signatures by Facsimile. This Agrent may be executed in one or more counterpts, of which shall be deemed an
original but all of which shall constitute one ahé same agreement and shall become effective edanterparts have been signed by each
party and delivered to the other party. This Agreetnonce executed by a party, may be deliverdidet@ther party hereto by facsimile
transmission of a copy of this Agreement bearirgdignature of the party so delivering this Agreetme

c. Headings. The headings of this Agreement aredavenience of reference only and shall not foamt pf, or affect the interpretation of,
this Agreement.

d. Severability. In the event that any provisiontto§ Agreement is invalid or unenforceable under applicable statute or rule of law, then
such provision shall be deemed inoperative to ¥tené that it may conflict therewith and shall leeched modified to conform with such
statute or rule of law. Any provision hereof whitlay prove invalid or unenforceable under any laallsiot affect the validity or
enforceability of any other provision hereof.

e. Entire Agreement; Amendments. This Agreementtaadnstruments referenced herein contain theesatiderstanding of the parties with
respect to the matters covered herein and theneinexcept as specifically set forth herein oré¢herneither the Company nor the Buyer
makes any representation, warranty, covenant centaddng with respect to such matters. No provisibthis Agreement may be waived or
amended other than by an instrument in writing sty the party to be charged with enforcement.

f. Notices. Any notices required or permitted togeen under the terms of this Agreement shalléye by certified or registered mail (return
receipt requested) or delivered personally or hyrieo (including a recognized overnight deliveryvéee) or by facsimile and shall be
effective five days after being placed in the miitailed by regular United States mail, or upeneipt, if delivered personally or by courier
(including a recognized overnight delivery servioepy facsimile, in each case addressed to a.plngy addresses for such communications
shall be:
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If to the Company:

Cyberlux Corporation
4625 Creekstone Drive, Suite 100
Research Triangle Park
Durham, North Carolina 27703
Attention: Chief Executive Officer
Telephone: 919-474-9700
Facsimile: 919-474-9712

With a copy to:

Cyberlux Corporation
241 Lamplighter Lane
Marietta, Georgia 30067
Attention: John W. Ringo, Esq.
Telephone: 770-952-1904
Facsimile: 770-952-0894

If to a Buyer: To the address set forth immediabe{ow such Buyer's name on the signature pagescher
With copy to:
Ballard Spahr Andrews & Ingersoll, LLP 1735 Marl&teet 51st Floor Philadelphia, Pennsylvania 194éntion: Gerald J. Guarcini, Esq.

Telephone: 215-864-8625
Facsimile: 215-864-8999
Email: guarcini@ballardspahr.com

Each party shall provide notice to the other paftsgny change in address.

g. Successors and Assigns. This Agreement shalinoliing upon and inure to the benefit of the partiad their successors and assigns.
Neither the Company nor any Buyer shall assignAlgieement or any rights or obligations hereundéinaut the prior written consent of t|
other. Notwithstanding the foregoing, subject tot®ea 2(f), any Buyer may assign its rights hereamtd any person that purchases Securities
in a private transaction from a Buyer or to anyt®faffiliates," as that term is defined under 1834 Act, without the consent of the
Company.

h. Third Party Beneficiaries. This Agreement i€imded for the benefit of the parties hereto anul teepective permitted successors and
assigns, and is not for the benefit of, nor may proyision hereof be enforced by, any other person.
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i. Survival. The representations and warrantiehefCompany and the agreements and covenantseirf&ections 3, 4, 5 and 8 shall
survive the closing hereunder notwithstanding amy diligence investigation conducted by or on bletfathe Buyers. The Company agree
indemnify and hold harmless each of the Buyersaitheir officers, directors, employees and agémt$oss or damage arising as a result of
or related to any breach or alleged breach by thrafainy of any of its representations, warrantiesavenants set forth in Sections 3 and 4
hereof or any of its covenants and obligations utlie Agreement or the Registration Rights Agreetnecluding advancement of expenses
as they are incurred.

j. Publicity. The Company and each of the Buyegdldtave the right to review a reasonable periotnoé before issuance of any pr
releases, SEC, OTCBB or NASD filings, or any otheblic statements with respect to the transactiomsemplated hereby; provided,
however, that the Company shall be entitled, withibea prior approval of each of the Buyers, to makg press release or SEC, OTCBB (or
other applicable trading market) or NASD filingsthviespect to such transactions as is requiregplycable law and regulations (although
each of the Buyers shall be consulted by the Comnpaconnection with any such press release paatstrelease and shall be provided wi
copy thereof and be given an opportunity to comntiegiteon).

k. Further Assurances. Each party shall do andpatfor cause to be done and performed, all suthduacts and things, and shall execute
and deliver all such other agreements, certificatestruments and documents, as the other partyre@sonably request in order to carry out
the intent and accomplish the purposes of this &mgent and the consummation of the transactionenwitted hereby.

I. No Strict Construction. The language used is tjreement will be deemed to be the language chimgéhe parties to express their mutual
intent, and no rules of strict construction will &gplied against any party.

m. Remedies. The Company acknowledges that a bisaitof its obligations hereunder will cause pagable harm to the Buyers by vitiat
the intent and purpose of the transaction conteteglaereby. Accordingly, the Company acknowledpes the remedy at law for a breach of
its obligations under this Agreement will be inadatg and agrees, in the event of a breach or #redtbreach by the Company of the
provisions of this Agreement, that the Buyers shalkntitled, in addition to all other availablenexlies at law or in equity, and in addition to
the penalties assessable herein, to an injunctiarjunctions restraining, preventing or curing drgach of this Agreement and to enforce
specifically the terms and provisions hereof, withithe necessity of showing economic loss and witlaay bond or other security being
required.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the undersigned Buyers anddbmpany have caused this Agreement to be duly ¢ée@@s of the date first abc
written.

CYBERLUX CORPORATION

/'s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

AJW PARTNERS, LLC
By: SMS Group, LLC

/'s/ COREY S. RI BOTSKY
Corey S. Ribotsky
Manager

RESIDENCE: Delaware

ADDRESS: 1044 Northern Boulevard
Suite 302

Roslyn, New York 11576

Facsimile: (516) 739-7115
Telephone: (516) 739-7110

AGGREGATE SUBSCRIPTION AMOUNT:

Aggregate Principal Amount of Notes: $
Number of Warrants:
Aggregate Purchase Price: $
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AJW OFFSHORE, LTD.
By: First Street Manager Il, LLC

/'s/ COREY S. RI BOTSKY

Corey S. Ribotsky
Manager

RESIDENCE: Cayman Islands

ADDRESS: AJW Offshore, Ltd.
P.O. Box 32021 SMB
Grand Cayman, Cayman Island, B.W.I.

AGGREGATE SUBSCRIPTION AMOUNT:

Aggregate Principal Amount of Notes:
Number of Warrants:
Aggregate Purchase Price:
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AJW QUALIFIED PARTNERS, LLC
By: AJW Manager, LLC

/'s/ COREY S. RI BOTSKY

Corey S. Ribotsky
Manager

RESIDENCE: New York

ADDRESS: 1044 Northern Boulevard
Suite 302
Roslyn, New York 11576 Facsimile: (516) 739-711%paone: (516) 739-7110

AGGREGATE SUBSCRIPTION AMOUNT:

Aggregate Principal Amount of Notes:
Number of Warrants:
Aggregate Purchase Price:
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NEW MILLENNIUM CAPITAL PARTNERS II, LLC
By: First Street Manager Il, LLP

/'s/ COREY S. RI BOTSKY

Corey S. Ribotsky
Manager

RESIDENCE: New York

ADDRESS: 1044 Northern Boulevard

Suite 302

Roslyn, New York 11576

Facsimile: (516) 739-7115 Telephone: (516) 739-7110

AGGREGATE SUBSCRIPTION AMOUNT:

Aggregate Principal Amount of Notes:
Number of Warrants:
Aggregate Purchase Price:
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Exhibit 4.2

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVNEOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE "ACT"). THE SECURITIES MAY NDBE SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCEO
AN EFFECTIVE REGISTRATION STATEMENT FOR THE SECURHS UNDER SAID ACT, OR AN OPINION OF COUNSEL IN
FORM, SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS GBUNSEL IN COMPARABLE TRANSACTIONS THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR UNIES SOLD PURSUANT TO RULE 144 OR REGULATION S
UNDER SAID ACT.

CALLABLE SECURED CONVERTIBLE NOTE

Durham, North Carolina
October 24, 2005 $432,800

FOR VALUE RECEIVED, CYBERLUX CORPORATION, a Nevadarporation (hereinafter called the "Borrower")rét®y promises to pay
to the order of AJW Offshore, Ltd. or registeredigss (the "Holder") the sum of $432,800, on Octdbk 2008 (the "Maturity Date"), and to
pay interest on the unpaid principal balance heaétlie rate of ten percent (10%) (the "IntereseRaer annum from October 24, 2005 (the
"Issue Date") until the same becomes due and payatlether at maturity or upon acceleration or f®ppyment or otherwise. Any amoun
principal or interest on this Note which is notgaihen due shall bear interest at the rate ofdfiftpercent (15%) per annum from the due date
thereof until the same is paid ("Default Interesitiferest shall commence accruing on the Issue,B&tll be computed on the basis of a 365-
day year and the actual number of days elapsedtmitibe payable quarterly provided that no intesball be due and payable for any month
in which the Trading Price (as such term is defihetbw) is greater than $.0375 for each Trading @a&ysuch term is defined below) of the
month. All payments due hereunder (to the extehtanverted into common stock, $.001 par valuespare (the "Common Stock") in
accordance with the terms hereof) shall be madmaful money of the United States of America. Adlynents shall be made at such address
as the Holder shall hereafter give to the Borrolaewritten notice made in accordance with the mimris of this Note. Whenever any amc
expressed to be due by the terms of this Noteesotiuany day which is not a business day, the stmléinstead be due on the next
succeeding day which is a business day and, inake of any interest payment date which is notitte on which this Note is paid in full, t
extension of the due date thereof shall not bertéikt® account for purposes of determining the amofiinterest due on such date. As use
this Note, the term "business day" shall mean ayyailher than a Saturday, Sunday or a day on wddoimercial banks in the city of New
York, New York are authorized or required by lanesecutive order to remain closed. Each capitalieeth used herein, and not otherwise
defined, shall have the meaning ascribed theretioaincertain Securities Purchase Agreement, dattober 24, 2005, pursuant to which this
Note was originally issued (the "Purchase Agreef)e



This Note is free from all taxes, liens, claims amg¢umbrances with respect to the issue thereo$kaltinot be subject to preemptive right
other similar rights of shareholders of the Borrowaed will not impose personal liability upon thaldier thereof. The obligations of the
Borrower under this Note shall be secured by teetamn Security Agreement and Intellectual Prop&egurity Agreement, each dated
October 24, 2005 by and between the Borrower aadHtiider.

The following terms shall apply to this Note:
ARTICLE |I. CONVERSION RIGHTS

1.1 Conversion Right. The Holder shall have thatrfgom time to time, and at any time on or priothe earlier of (i) the Maturity Date and
(i) the date of payment of the Default Amount ¢idined in Article 1ll) pursuant to Section 1.6¢@)Article Ill, the Optional Prepayment
Amount (as defined in Section 5.1 or any paymentsymnt to Section 1.7, each in respect of the irentpoutstanding principal amount of
this Note to convert all or any part of the outstiag and unpaid principal amount of this Note ifutthy paid and non-assessable shares of
Common Stock, as such Common Stock exists on the [Bate, or any shares of capital stock or otheurgties of the Borrower into which
such Common Stock shall hereafter be changed @ssfied at the conversion price (the "Converd$toice") determined as provided herein
(a "Conversion"); provided, however, that in nomvghall the Holder be entitled to convert any jporbf this Note in excess of that portion
of this Note upon conversion of which the sum ¢ftfle number of shares of Common Stock benefic@alimed by the Holder and its
affiliates (other than shares of Common Stock winiay be deemed beneficially owned through the osimprof the unconverted portion of
the Notes or the unexercised or unconverted podi@ny other security of the Borrower (includimgthout limitation, the warrants issued
the Borrower pursuant to the Purchase Agreemebigstto a limitation on conversion or exerciselagaus to the limitations contained
herein) and (2) the number of shares of Commonk3sstiable upon the conversion of the portion &f Note with respect to which the
determination of this proviso is being made, waasult in beneficial ownership by the Holder arsdaiffiliates of more than 4.99% of the
outstanding shares of Common Stock and providetiduthat the Holder shall not be entitled to cahaey portion of this Note during any
month immediately succeeding a Determination Datevbich the Borrower exercises its prepayment oppiorsuant to Section 5.2 of this
Note. For purposes of the proviso to the immedygte¢ceding sentence, beneficial ownership shatldtermined in accordance with Sect
13(d) of the Securities Exchange Act of 1934, asrathad, and Regulations 13D-G thereunder, excepthaswise provided in clause (1) of
such proviso. The number of shares of Common Stoble issued upon each conversion of this Notd bhaletermined by dividing the
Conversion Amount (as defined below) by the applie&onversion Price then in effect on the datei§ipe in the notice of conversion, in
the form attached hereto as Exhibit A (the "NotE€onversion"), delivered to the Borrower by theldter in accordance with Section 1.4
below; provided that the Notice of Conversion ibrsitted by facsimile (or by other means resultimngar reasonably expected to result in,
notice) to the Borrower before 6:00 p.m., New YadYlew York time on such conversion date (the "Cosiggr Date"). The term "Conversion
Amount" means, with respect to any conversion if Hote, the sum of (1) the principal amount o§tNibte to be converted in such
conversion plus (2) accrued and unpaid interesiyf on such principal amount at the interessrptevided in this Note to the Conversion
Date plus (3) Default Interest, if any, on the amtsueferred to in the immediately preceding clauyd¢ and/or (2) plus (4) at the Holder's
option, any amounts owed to the Holder pursuafetctions 1.3 and 1.4(g) hereof or pursuant to &e&fc) of that certain Registration
Rights Agreement, dated as of October 24, 2005w&d in connection with the initial issuance aétRote and the other Notes issued on the
Issue Date (the "Registration Rights Agreementhe Term "Determination Date" means the last busidey of each month after the Issue
Date.



1.2 Conversion Price.

(a) Calculation of Conversion Price. The Converdtoice shall be the lesser of (i) the Variable Gasion Price (as defined herein) and

(i) the Fixed Conversion Price (as defined herélpject, in each case, to equitable adjustmentstdéck splits, stock dividends or rights
offerings by the Borrower relating to the Borrowsesecurities or the securities of any subsidiarthefBorrower, combinations,
recapitalization, reclassifications, extraordindistributions and similar events). The "Variablen@ersion Price" shall mean the Applicable
Percentage (as defined herein) multiplied by thelkgtaPrice (as defined herein). "Market Price" netire average of the lowest three (3)
Trading Prices (as defined below) for the Commarcsturing the twenty (20) Trading Day period ergdime Trading Day prior to the date
the Conversion Notice is sent by the Holder toBberower via facsimile (the "Conversion Date"). &fiing Price" means, for any security as
of any date, the intraday trading price on the @terCounter Bulletin Board (the "OTCBB") as reparby a reliable reporting service
mutually acceptable to and hereafter designatddddgers of a majority in interest of the Notes dimel Borrower or, if the OTCBB is not the
principal trading market for such security, theaday trading price of such security on the priatgecurities exchange or trading market
where such security is listed or traded or, if mwaiday trading price of such security is availablany of the foregoing manners, the average
of the intraday trading prices of any market makersuch security that are listed in the "pinketise by the National Quotation Bureau, Inc.
If the Trading Price cannot be calculated for sseturity on such date in the manner provided alibeeTrading Price shall be the fair mai
value as mutually determined by the Borrower amdhtbiders of a majority in interest of the Notembeonverted for which the calculation
of the Trading Price is required in order to defeerthe Conversion Price of such Notes. "Trading"Bhall mean any day on which the
Common Stock is traded for any period on the OTC&R)n the principal securities exchange or otkeusties market on which the
Common Stock is then being traded. "Applicable Eetage" shall mean 50.0%. The "Fixed ConversiocePshall mean $.06.
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(b) Conversion Price During Major Announcementstwitiistanding anything contained in Section 1.2¢athe contrary, in the event the
Borrower (i) makes a public announcement thatténds to consolidate or merge with any other caipam (other than a merger in which the
Borrower is the surviving or continuing corporatiamnd its capital stock is unchanged) or sell ardfer all or substantially all of the assets of
the Borrower or (ii) any person, group or entityc{uding the Borrower) publicly announces a teraféer to purchase 50% or more of the
Borrower's Common Stock (or any other takeover me)dgthe date of the announcement referred toainsd (i) or (i) is hereinafter referred
to as the "Announcement Date"), then the ConverBiace shall, effective upon the Announcement Raig continuing through the Adjusted
Conversion Price Termination Date (as defined bgltwe equal to the lower of (x) the Conversion €ridhich would have been applicable

a Conversion occurring on the Announcement Date(gnthe Conversion Price that would otherwiserbeffect. From and after the Adjus
Conversion Price Termination Date, the ConversinoePshall be determined as set forth in this

Section 1.2(a). For purposes hereof, "Adjusted @osion Price Termination Date" shall mean, witlpees to any proposed transaction or
tender offer (or takeover scheme) for which a pubinouncement as contemplated by this Sectiob)lh2g been made, the date upon which
the Borrower (in the case of clause

(i) above) or the person, group or entity (in thse of clause (ii) above) consummates or publichoances the termination or abandonment
of the proposed transaction or tender offer (oetaler scheme) which caused this Section 1.2(bg¢torne operative.

1.3 Authorized Shares. Subject to the Stockholgmréval (as defined in the Agreement), the Borroemrenants that during the period the
conversion right exists, the Borrower will reseft@m its authorized and unissued Common Stock ficgerit number of shares, free from
preemptive rights, to provide for the issuance ofm@hon Stock upon the full conversion of this Nate ¢he other Notes issued pursuant to
the Purchase Agreement. The Borrower is requiredl Hitnes to have authorized and reserved twogithe number of shares that is actually
issuable upon full conversion of the Notes (basethe Conversion Price of the Notes or the Exereisee of the Warrants in effect from til
to time) (the "Reserved Amount"). The Reserved Antahall be increased from time to time in accooganith the Borrower's obligations
pursuant to Section 4(h) of the Purchase Agreerniémt.Borrower represents that upon issuance, swes will be duly and validly issued,
fully paid and non-assessable. In addition, ifBoerower shall issue any securities or make anygédo its capital structure which would
change the number of shares of Common Stock intchathe Notes shall be convertible at the thenestr€onversion Price, the Borrower
shall at the same time make proper provision sbttieaeafter there shall be a sufficient numbeshares of Common Stock authorized and
reserved, free from preemptive rights, for conv@rsif the outstanding Notes. The Borrower (i) ackieages that it has irrevocably
instructed its transfer agent to issue certificéeshe Common Stock issuable upon conversiohisfXote, and (ii) agrees that its issuanc
this Note shall constitute full authority to itSicers and agents who are charged with the dugxetuting stock certificates to execute and
issue the necessary certificates for shares of Gotock in accordance with the terms and conditimfrthis Note.
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If, at any time a Holder of this Note submits a idetof Conversion, and the Borrower does not hadiécgent authorized but unissued shares
of Common Stock available to effect such conversiosccordance with the provisions of this Artita "Conversion Default"), subject to
Section 4.8, the Borrower shall issue to the Holdeof the shares of Common Stock which are thezilable to effect such conversion. The
portion of this Note which the Holder included isa Conversion Notice and which exceeds the amouithwis then convertible into available
shares of Common Stock (the "Excess Amount") shatlyithstanding anything to the contrary contaihedein, not be convertible into
Common Stock in accordance with the terms heretilf (@md at the Holder's option at any time aft&® date additional shares of Common
Stock are authorized by the Borrower to permit stativersion, at which time the Conversion Priceegpect thereof shall be the lesser of (i)
the Conversion Price on the Conversion Default Dasedefined below) and (ii) the Conversion Prindhee Conversion Date thereafter
elected by the Holder in respect thereof. In addijtthe Borrower shall pay to the Holder payments

("Conversion Default Payments") for a ConversiorfdDé# in the amount of (x)

the sum of (1) the then outstanding principal antadithis Note plus (2) accrued and unpaid inteoesthe unpaid principal amount of this
Note through the Authorization Date (as definedilplus (3) Default Interest, if any, on the amizureferred to in clauses (1) and/or |
multiplied by (y) .24, multiplied by (z) (N/365),lvere N = the number of days from the day the haddemits a Notice of Conversion giving
rise to a Conversion Default (the "Conversion DifBxate") to the date (the "Authorization Date"aththe Borrower authorizes a sufficient
number of shares of Common Stock to effect conwarsf the full outstanding principal balance okthote. The Borrower shall use its best
efforts to authorize a sufficient number of shasE€ommon Stock as soon as practicable followirgdhrlier of (i) such time that the Holder
notifies the Borrower or that the Borrower othemvilecomes aware that there are or likely will sifficient authorized and unissued shares
to allow full conversion thereof and (ii) a ConviersDefault. The Borrower shall send notice to lthader of the authorization of additional
shares of Common Stock, the Authorization Datethechmount of Holder's accrued Conversion Defaajinfents. The accrued Conversion
Default Payments for each calendar month shalldie ip cash or shall be convertible into CommorcEt@t such time as there are sufficient
authorized shares of Common Stock) at the appkc@bhversion Price, at the Borrower's option, #evis:

(@) In the event Holder elects to take such paynmecash, cash payment shall be made to Holdehdyifth (5th) day of the month following
the month in which it has accrued; and

(b) In the event Holder elects to take such payrre@ommon Stock, the Holder may convert such paytraeount into Common Stock at
the Conversion Price (as in effect at the timeavfversion) at any time after the fifth day of thenth following the month in which it has
accrued in accordance with the terms of this Agtlg{so long as there is then a sufficient numbberuthorized shares of Common Stock).

The Holder's election shall be made in writinghte Borrower at any time prior to 6:00 p.m., New K,ddew York time, on the third day of
the month following the month in which Conversioafult payments have accrued. If no election isendte Holder shall be deemed to
have elected to receive cash. Nothing herein §hatlithe Holder's right to pursue actual damagdeslfe extent in excess of the Conversion
Default Payments) for the Borrower's failure to mtain a sufficient number of authorized shares @i@on Stock, and each holder shall
have the right to pursue all remedies availablawtor in equity (including degree of specific pgrhance and/or injunctive relief).
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1.4 Method of Conversion.

(a) Mechanics of Conversion. Subject to Sectionthis Note may be converted by the Holder in whalén part at any time from time to

time after the Issue Date, by (A) submitting to Bwrower a Notice of Conversion (by facsimile diner reasonable means of communication
dispatched on the Conversion Date prior to 6:00,pNew York, New York time) and (B) subject to

Section 1.4(b), surrendering this Note at the ppilooffice of the Borrower.

(b) Surrender of Note Upon Conversion. Notwithstaganything to the contrary set forth herein, uponversion of this Note in accordance
with the terms hereof, the Holder shall not be meglto physically surrender this Note to the Bareo unless the entire unpaid principal
amount of this Note is so converted. The Holder taedBorrower shall maintain records showing thegypal amount so converted and the
dates of such conversions or shall use such oth#rad, reasonably satisfactory to the Holder aedBthrrower, so as not to require physical
surrender of this Note upon each such conversiothd event of any dispute or discrepancy, sucbrdscof the Borrower shall be controlling
and determinative in the absence of manifest elotwithstanding the foregoing, if any portion bfs Note is converted as aforesaid, the
Holder may not transfer this Note unless the Hofitst physically surrenders this Note to the Baren, whereupon the Borrower will
forthwith issue and deliver upon the order of tr@dér a new Note of like tenor, registered as thé&ler (upon payment by the Holder of any
applicable transfer taxes) may request, represgitithe aggregate the remaining unpaid principabant of this Note. The Holder and any
assignee, by acceptance of this Note, acknowleddeagree that, by reason of the provisions ofgihisigraph, following conversion of a
portion of this Note, the unpaid and unconvertédgpal amount of this Note represented by thiseNofy be less than the amount stated on
the face hereof.

(c) Payment of Taxes. The Borrower shall not beireg to pay any tax which may be payable in respkany transfer involved in the issue
and delivery of shares of Common Stock or otheuistées or property on conversion of this Note inaane other than that of the Holder (c
street name), and the Borrower shall not be reduoéssue or deliver any such shares or other#iesuor property unless and until the
person or persons (other than the Holder or theodigs in whose street name such shares are teltddr the Holder's account) requesting
the issuance thereof shall have paid to the Bonrdlmeeamount of any such tax or shall have estaddigo the satisfaction of the Borrower-
such tax has been paid.

(d) Delivery of Common Stock Upon Conversion. Upeoeipt by the Borrower from the Holder of a fadsntransmission (or other
reasonable means of communication) of a Noticearfv@rsion meeting the requirements for convers®pravided in this Section 1.4, the
Borrower shall issue and deliver or cause to heedsand delivered to or upon the order of the Hoteetificates for the Common Stock
issuable upon such conversion within two (2) bussr#ays after such receipt (and, solely in the ohsenversion of the entire unpaid
principal amount hereof, surrender of this Notecfssecond business day being hereinafter refésrad the "Deadline") in accordance with
the terms hereof and the Purchase Agreement (iimgudithout limitation, in accordance with the tégments of Section 2(g) of the
Purchase Agreement that certificates for shar€aimon Stock issued on or after the effective dathe Registration Statement upon
conversion of this Note shall not bear any restickegend).



(e) Obligation of Borrower to Deliver Common Stotkpon receipt by the Borrower of a Notice of Corsien, the Holder shall be deemed to
be the holder of record of the Common Stock issiapbn such conversion, the outstanding principelunt and the amount of accrued and
unpaid interest on this Note shall be reducedfteaesuch conversion, and, unless the Borroweaudtes on its obligations under this Article
all rights with respect to the portion of this Ndiging so converted shall forthwith terminate exdhp right to receive the Common Stock or
other securities, cash or other assets, as hem@idpd, on such conversion. If the Holder shalldhgiven a Notice of Conversion as provided
herein, the Borrower's obligation to issue andwelthe certificates for Common Stock shall be Alisand unconditional, irrespective of the
absence of any action by the Holder to enforcesimee, any waiver or consent with respect to anyigion thereof, the recovery of any
judgment against any person or any action to eaftite same, any failure or delay in the enforceraahy other obligation of the Borrow

to the holder of record, or any setoff, counterolaiecoupment, limitation or termination, or angdxh or alleged breach by the Holder of
obligation to the Borrower, and irrespective of alyer circumstance which might otherwise limitlsabligation of the Borrower to the
Holder in connection with such conversion. The Gaeion Date specified in the Notice of Conversibalisbe the Conversion Date so lon¢
the Notice of Conversion is received by the Bormoefore 6:00

p.m., New York, New York time, on such date.

(f) Delivery of Common Stock by Electronic Transfbr lieu of delivering physical certificates repeaiting the Common Stock issuable upon
conversion, provided the Borrower's transfer ageparticipating in the Depository Trust Compan®TC") Fast Automated Securities
Transfer ("FAST") program, upon request of the Holdnd its compliance with the provisions contaimefiection 1.1 and in this Section 1
the Borrower shall use its best efforts to causéréinsfer agent to electronically transmit the @am Stock issuable upon conversion to the
Holder by crediting the account of Holder's Printel&r with DTC through its Deposit Withdrawal Agedwmmission ("DWAC") system.

(g) Failure to Deliver Common Stock Prior to DeadliWithout in any way limiting the Holder's rigiotpursue other remedies, including
actual damages and/or equitable relief, the paatiese that if delivery of the Common Stock issaalgon conversion of this Note is more
than two (2) days after the Deadline (other théailare due to the circumstances described in

Section 1.3 above, which failure shall be govermgduch Section) the Borrower shall pay to the ldoBR,000 per day in cash, for each day
beyond the Deadline that the Borrower fails towdlisuch Common Stock. Such cash amount shallidgg#élolder by the fifth day of the
month following the month in which it has accruedat the option of the Holder (by written noticethe Borrower by the first day of the
month following the month in which it has accrueshall be added to the principal amount of thise\at which event interest shall accrue
thereon in accordance with the terms of this Not such additional principal amount shall be cofiblerinto Common Stock in accordance
with the terms of this Note.



1.5 Concerning the Shares. The shares of Commak &tsuable upon conversion of this Note may natdid or transferred unless (i) such
shares are sold pursuant to an effective registratiatement under the Act or (ii) the Borroweit®transfer agent shall have been furnished
with an opinion of counsel (which opinion shallibdorm, substance and scope customary for opinédr®unsel in comparable transactio

to the effect that the shares to be sold or traresfenay be sold or transferred pursuant to an pkemfrom such registration or (iii) such
shares are sold or transferred pursuant to Rulautidér the Act (or a successor rule) ("Rule 144'(ig such shares are transferred to an
"affiliate" (as defined in Rule 144) of the Borrowgho agrees to sell or otherwise transfer theeshanly in accordance with this

Section 1.5 and who is an Accredited Investor &fgdd in the Purchase Agreement). Except as othemrovided in the Purchase
Agreement (and subject to the removal provision$osth below), until such time as the shares ofm@wn Stock issuable upon conversion of
this Note have been registered under the Act aeogiated by the Registration Rights Agreementtbemmvise may be sold pursuant to Rule
144 without any restriction as to the number olsigies as of a particular date that can then bmeédtiately sold, each certificate for shares of
Common Stock issuable upon conversion of this Kwéhas not been so included in an effective tedien statement or that has not been
sold pursuant to an effective registration staterean exemption that permits removal of the leljeshall bear a legend substantially in the
following form, as appropriate:

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAWOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED. THE SECURITIES MAY NOT BE SOLDRANSFERRED OR ASSIGNED IN THE ABSENCE OF AN
EFFECTIVE REGISTRATION STATEMENT FOR THE SECURITIEBNDER SAID ACT, OR AN OPINION OF COUNSEL IN FORM,
SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS OF COURNSIN COMPARABLE TRANSACTIONS, THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT UNLESSOLD PURSUANT TO RULE 144 OR REGULATION S UNDER
SAID ACT."

The legend set forth above shall be removed anBdnewer shall issue to the Holder a new certtBdherefor free of any transfer legend if
(i) the Borrower or its transfer agent shall hageeived an opinion of counsel, in form, substamzkszope customary for opinions of counsel
in comparable transactions, to the effect thatldipsale or transfer of such Common Stock may bderwithout registration under the Act
and the shares are so sold or transferred, (i) slaider provides the Borrower or its transfer ageith reasonable assurances that the
Common Stock issuable upon conversion of this Kwotéhe extent such securities are deemed to heee &cquired on the same date) can be
sold pursuant to Rule 144 or (iii) in the casehaf Common Stock issuable upon conversion of thig Nauch security is registered for sale by
the Holder under an effective registration statenfiesd under the Act or otherwise may be sold parg to Rule 144 without any restriction

as to the number of securities as of a particudée that can then be immediately sold. Nothindnis Note shall (i) limit the Borrower's
obligation under the Registration Rights Agreenwer(ii) affect in any way the Holder's obligatiotsscomply with applicable prospectus
delivery requirements upon the resale of the seesrnieferred to herein.

1.6 Effect of Certain Events.

(a) Effect of Merger, Consolidation, Etc. At thetiop of the Holder, the sale, conveyance or digwsbf all or substantially all of the assets
of the Borrower, the effectuation by the Borrowéadransaction or series of related transactionghich more than 50% of the voting power
of the Borrower is disposed of, or the consolidatimerger or other business combination of the @&wer with or into any other Person (as
defined below) or Persons when the Borrower isimetsurvivor shall either: (i) be deemed to be aari of Default (as defined in Article 111)
pursuant to which the Borrower shall be requireddg to the Holder upon the consummation of ana @sndition to such transaction an
amount equal to the Default Amount (as defined iiticke 11I) or (ii) be treated pursuant to Sectib(b) hereof. "Person” shall mean any
individual, corporation, limited liability companpartnership, association, trust or other entitgrganization.
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(b) Adjustment Due to Merger, Consolidation, Efcat any time when this Note is issued and outitanand prior to conversion of all of the
Notes, there shall be any merger, consolidatioohamge of shares, recapitalization, reorganizatioother similar event, as a result of wh
shares of Common Stock of the Borrower shall beghd into the same or a different number of shaf@sother class or classes of stock or
securities of the Borrower or another entity, ocase of any sale or conveyance of all or subsiintll of the assets of the Borrower other
than in connection with a plan of complete liquidatof the Borrower, then the Holder of this Nokak thereafter have the right to receive
upon conversion of this Note, upon the basis arhulpe terms and conditions specified herein ar@inof the shares of Common Stock
immediately theretofore issuable upon conversiaohstock, securities or assets which the Holderddvbave been entitled to receive in si
transaction had this Note been converted in futhgdiately prior to such transaction (without reg@rény limitations on conversion set forth
herein), and in any such case appropriate pro\dsstiall be made with respect to the rights andests of the Holder of this Note to the end
that the provisions hereof (including, without ltation, provisions for adjustment of the Converdioite and of the number of shares isstL
upon conversion of the Note) shall thereafter h@ieable, as nearly as may be practicable in m@fattd any securities or assets thereafter
deliverable upon the conversion hereof. The Borrashall not effect any transaction described is Bection 1.6(b) unless (a) it first gives
the extent practicable, thirty (30) days prior terit notice (but in any event at least fifteen (d&ys prior written notice) of the record date of
the special meeting of shareholders to approvi tbere is no such record date, the consummatipsuch merger, consolidation, exchange
of shares, recapitalization, reorganization or ofimilar event or sale of assets (during whicletittne Holder shall be entitled to convert this
Note) and (b) the resulting successor or acquieimdy (if not the Borrower) assumes by writtentinment the obligations of this Secti
1.6(b). The above provisions shall similarly apfdysuccessive consolidations, mergers, sales fém@ngr share exchanges.

(c) Adjustment Due to Distribution. If the Borrowshall declare or make any distribution of its &s$er rights to acquire its assets) to hols

of Common Stock as a dividend, stock repurchaseydyyof return of capital or otherwise (includingyadividend or distribution to the
Borrower's shareholders in cash or shares (orgighacquire shares) of capital stock of a subsidize., a spin-off)) (a "Distribution™), then
the Holder of this Note shall be entitled, upon aogpversion of this Note after the date of recanddetermining shareholders entitled to such
Distribution, to receive the amount of such asedtich would have been payable to the Holder wipeet to the shares of Common Stock
issuable upon such conversion had such Holder theeimolder of such shares of Common Stock on therdedate for the determination of
shareholders entitled to such Distribution.



(d) Adjustment Due to Dilutive Issuance. If, at dimge when any Notes are issued and outstandied3tiirower issues or sells, or in
accordance with this Section 1.6(d) hereof is dektodave issued or sold, any shares of Commork$toao consideration or for a
consideration per share (before deduction of resderexpenses or commissions or underwriting distsoor allowances in connection
therewith) less than the Fixed Conversion Pricefiect on the date of such issuance (or deemedrnss) of such shares of Common Stock (a
"Dilutive Issuance"), then immediately upon theudile Issuance, the Fixed Conversion Price wiltdguced to the amount of the
consideration per share received by the Borrowsuah Dilutive Issuance; provided that only onauatipent will be made for each Dilutive
Issuance.

The Borrower shall be deemed to have issued orstades of Common Stock if the Borrower in any negiigsues or grants any warrants,
rights or options (not including employee stockiaptplans), whether or not immediately exercisatiesubscribe for or to purchase Comn
Stock or other securities convertible into or exgeable for Common Stock ("Convertible Securitig€stich warrants, rights and options to
purchase Common Stock or Convertible Securitiehareinafter referred to as "Options") and thegger share for which Common Stock is
issuable upon the exercise of such Options isttessthe Fixed Conversion Price then in effectnttie Fixed Conversion Price shall be e

to such price per share. For purposes of the piegaentence, the "price per share for which Com®toiek is issuable upon the exercise of
such Options" is determined by dividing (i) thealaamount, if any, received or receivable by therBoer as consideration for the issuanc
granting of all such Options, plus the minimum aggte amount of additional consideration, if araygble to the Borrower upon the exer

of all such Options, plus, in the case of Convétibecurities issuable upon the exercise of sudio@y the minimum aggregate amount of
additional consideration payable upon the convarsivexchange thereof at the time such Conver8kleurities first become convertible or
exchangeable, by (ii) the maximum total numberhaires of Common Stock issuable upon the exercia#t sfich Options (assuming full
conversion of Convertible Securities, if applicdbMo further adjustment to the Conversion Prick lné made upon the actual issuance of
such Common Stock upon the exercise of such Optionpon the conversion or exchange of Convertaeurities issuable upon exercise of
such Options.

Additionally, the Borrower shall be deemed to hssseied or sold shares of Common Stock if the Boeraw any manner issues or sells any
Convertible Securities, whether or not immediatainvertible (other than where the same are issugiga the exercise of Options), and the
price per share for which Common Stock is issuaplen such conversion or exchange is less thanixieel Eonversion Price then in effect,
then the Fixed Conversion Price shall be equalith grice per share. For the purposes of the piegesgntence, the "price per share for
which Common Stock is issuable upon such convemi@xchange" is determined by dividing (i) theat@mount, if any, received or
receivable by the Borrower as consideration foriskaance or sale of all such Convertible Secutifdus the minimum aggregate amount of
additional consideration, if any, payable to therBaer upon the conversion or exchange theredfetitne such Convertible Securities first
become convertible or exchangeable, by (ii) theimam total number of shares of Common Stock issuapbn the conversion or exchange
of all such Convertible Securities. No further adijment to the Fixed Conversion Price will be mapleruthe actual issuance of such Comt
Stock upon conversion or exchange of such Conver8bcurities.
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(e) Purchase Rights. If, at any time when any Natesssued and outstanding, the Borrower issugs@mvertible securities or rights to
purchase stock, warrants, securities or other prpjne "Purchase Rights") pro rata to the redwldiers of any class of Common Stock, t
the Holder of this Note will be entitled to acquitgon the terms applicable to such Purchase Rititeésaggregate Purchase Rights which
such Holder could have acquired if such Holder ineld the number of shares of Common Stock acq@napbn complete conversion of this
Note (without regard to any limitations on converscontained herein) immediately before the datevloich a record is taken for the gra
issuance or sale of such Purchase Rights or,stueh record is taken, the date as of which therdelsolders of Common Stock are to be
determined for the grant, issue or sale of suclklige Rights.

(f) Notice of Adjustments. Upon the occurrence afle adjustment or readjustment of the Conversi@eRis a result of the events described
in this Section 1.6, the Borrower, at its expes$é@]|l promptly compute such adjustment or readjastrand prepare and furnish to the Ho
of a certificate setting forth such adjustmenteadjustment and showing in detail the facts upoithvbuch adjustment or readjustment is
based. The Borrower shall, upon the written regatany time of the Holder, furnish to such Holddike certificate setting forth (i) such
adjustment or readjustment, (ii) the Conversioré>at the time in effect and (iii) the number cdigis of Common Stock and the amount, if
any, of other securities or property which at iheetwould be received upon conversion of the Note.

1.7 Trading Market Limitations. Unless permittedthg applicable rules and regulations of the ppaksecurities market on which the
Common Stock is then listed or traded, in no egdatl the Borrower issue upon conversion of or mtiee pursuant to this Note and the o
Notes issued pursuant to the Purchase Agreemeret timan the maximum number of shares of Common Stwtkthe Borrower can issi
pursuant to any rule of the principal United Statesurities market on which the Common Stock ia theded (the "Maximum Share
Amount"), which shall be 19.99% of the total shasatstanding on the Closing Date (as defined inPtheehase Agreement), subject to
equitable adjustment from time to time for stochktspstock dividends, combinations, capital reaigations and similar events relating to the
Common Stock occurring after the date hereof. QnedMaximum Share Amount has been issued (theadatdich is hereinafter referred to
as the "Maximum Conversion Date"), if the Borrouails to eliminate any prohibitions under appliGaldw or the rules or regulations of any
stock exchange, interdealer quotation system aratblfregulatory organization with jurisdiction over tBerrower or any of its securities
the Borrower's ability to issue shares of Commarckstn excess of the Maximum Share Amount (a "Trgdarket Prepayment Event"), in
lieu of any further right to convert this Note, andull satisfaction of the Borrower's obligationsder this Note, the Borrower shall pay to
Holder, within fifteen (15) business days of thexifiaum Conversion Date (the "Trading Market Prepagtigate"), an amount equal to
130% times the sum of (a) the then outstandingciat amount of this Note immediately following thaximum Conversion Date, plus (b)
accrued and unpaid interest on the unpaid prineipadunt of this Note to the Trading Market Prepayhizate, plus (c) Default Interest, if
any, on the amounts referred to in clause (a) arfljaabove, plus (d) any optional amounts that tmaadded thereto at the Maximum
Conversion Date by the Holder in accordance withtéims hereof (the then outstanding principal amhotithis Note immediately following
the Maximum Conversion Date, plus the amounts redieto in clauses (b), (c) and (d) above shallectiNely be referred to as the "Remair
Convertible Amount”). With respect to each HoldENotes, the Maximum Share Amount shall refer tohsHlolder's pro rata share thereof
determined in accordance with Section 4.8 belovthénevent that the sum of (x) the aggregate numbshares of Common Stock issued
upon conversion of this Note and the other Notesad pursuant to the Purchase Agreement plus€ygdgregate number of shares of
Common Stock that remain issuable upon converdigm®Note and the other Notes issued pursuatitdéd®urchase Agreement, represen
least one hundred percent (100%) of the MaximunreSAaount (the "Triggering Event"), the Borrowendlwise its best efforts to seek and
obtain Shareholder Approval (or obtain such otlké&ef as will allow conversions hereunder in excafsthe Maximum Share Amount) as
soon as practicable following the Triggering Evantl before the Maximum Conversion Date. As usedihetShareholder Approval” means
approval by the shareholders of the Borrower thanige the issuance of the full number of shareSahmon Stock which would be issuable
upon full conversion of the then outstanding Ndtesfor the Maximum Share Amount.
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1.8 Status as Shareholder. Upon submission of @é&lot Conversion by a Holder, (i) the shares cedehereby (other than the shares, if i
which cannot be issued because their issuance vesukkd such Holder's allocated portion of the ReseAmount or Maximum Share
Amount) shall be deemed converted into shares afr@on Stock and (ii) the Holder's rights as a Holafesuch converted portion of this
Note shall cease and terminate, excepting onlyitfin to receive certificates for such shares ofm@mwn Stock and to any remedies provi
herein or otherwise available at law or in equitystich Holder because of a failure by the Borrawaromply with the terms of this Note.
Notwithstanding the foregoing, if a Holder has resteived certificates for all shares of Common E{mor to the tenth (10th) business ¢
after the expiration of the Deadline with respecatconversion of any portion of this Note for aagson, then (unless the Holder otherwise
elects to retain its status as a holder of ComntookSuy so notifying the Borrower) the Holder shalyain the rights of a Holder of this Note
with respect to such unconverted portions of thageNand the Borrower shall, as soon as practicadtiersn such unconverted Note to the
Holder or, if the Note has not been surrenderegisads records to reflect that such portion d$ tote has not been converted. In all cases,
the Holder shall retain all of its rights and remesdincluding, without limitation, (i) the righttreceive Conversion Default Payments
pursuant to Section 1.3 to the extent requirecetinefor such Conversion Default and any subseq@entersion Default and (ii) the right to
have the Conversion Price with respect to subsdqagversions determined in accordance with Sedti8hfor the Borrower's failure to
convert this Note.

ARTICLE Il. CERTAIN COVENANTS

2.1 Distributions on Capital Stock. So long asBloerower shall have any obligation under this Ntite, Borrower shall not without the
Holder's written consent (a) pay, declare or sattdpr such payment, any dividend or other disiitm (whether in cash, property or other
securities) on shares of capital stock other thaidehds on shares of Common Stock solely in tmefof additional shares of Common St
or (b) directly or indirectly or through any suhisiy make any other payment or distribution in extpof its capital stock except for
distributions pursuant to any shareholders' rigkas which is approved by a majority of the Borrowelisinterested directors.
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2.2 Restriction on Stock Repurchases. So longeaBdthrower shall have any obligation under thisé\diie Borrower shall not without the
Holder's written consent redeem, repurchase ometie acquire (whether for cash or in exchangefoperty or other securities or otherw

in any one transaction or series of related trafmacany shares of capital stock of the Borrowesrty warrants, rights or options to purchase
or acquire any such shares.

2.3 Borrowings. So long as the Borrower shall hawg obligation under this Note, the Borrower shall, without the Holder's written
consent, create, incur, assume or suffer to erigtiability for borrowed money, except (a) borroygs in existence or committed on the date
hereof and of which the Borrower has informed Hpoldenriting prior to the date hereof, (b) indehteds to trade creditors or financial
institutions incurred in the ordinary course ofiness or (c) borrowings, the proceeds of whichldfelsed to repay this Note.

2.4 Sale of Assets. So long as the Borrower slaaktany obligation under this Note, the Borrowellstot, without the Holder's written
consent, sell, lease or otherwise dispose of amjif&iant portion of its assets outside the ordinaurse of business. Any consent to the
disposition of any assets may be conditioned gueaified use of the proceeds of disposition.

2.5 Advances and Loans. So long as the Borrowdk Istaze any obligation under this Note, the Borrowskeall not, without the Holder's
written consent, lend money, give credit or makeaades to any person, firm, joint venture or coation, including, without limitation,
officers, directors, employees, subsidiaries afitizaés of the Borrower, except loans, creditadvances (a) in existence or committed or
date hereof and which the Borrower has informediklioin writing prior to the date hereof, (b) madetie ordinary course of business or (c)
not in excess of $50,000.

2.6 Contingent Liabilities. So long as the Borrowkall have any obligation under this Note, therBaer shall not, without the Holder's
written consent, which shall not be unreasonabthléld, assume, guarantee, endorse, contingerntbe &g purchase or otherwise become
liable upon the obligation of any person, firm,tparship, joint venture or corporation, except fiy €ndorsement of negotiable instruments
for deposit or collection and except assumptiongrantees, endorsements and contingencies (aisteese or committed on the date hereof
and which the Borrower has informed Holder in vagtiprior to the date hereof, and (b) similar tratisas in the ordinary course of business.

ARTICLE Ill. EVENTS OF DEFAULT
If any of the following events of default (each, &vent of Default") shall occur:

3.1 Failure to Pay Principal or Interest. The Bareofails to pay the principal hereof or interdstreon when due on this Note, whether at
maturity, upon a Trading Market Prepayment Evemspant to Section 1.7, upon acceleration or othssrwi
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3.2 Conversion and the Shares. The Borrower failssue shares of Common Stock to the Holder (noances or threatens that it will not
honor its obligation to do so) upon exercise byHodder of the conversion rights of the Holder acardance with the terms of this Note (fi
period of at least sixty

(60) days, if such failure is solely as a resulthaf circumstances governed by Section 1.3 anBdhewer is using its best efforts to autho

a sufficient number of shares of Common Stock as s@ practicable), fails to transfer or causerdtssfer agent to transfer (electronically or
in certificated form) any certificate for sharesGdmmon Stock issued to the Holder upon conversi@r otherwise pursuant to this Note as
and when required by this Note or the RegistraRights Agreement, or fails to remove any restreefegend (or to withdraw any stop
transfer instructions in respect thereof) on amntifaeate for any shares of Common Stock issuetthéoHolder upon conversion of or
otherwise pursuant to this Note as and when redjtiyethis Note or the Registration Rights Agreen{enimakes any announcement,
statement or threat that it does not intend to htim® obligations described in this paragraph)amgsuch failure shall continue uncured (or
any announcement, statement or threat not to hitgobligations shall not be rescinded in writifigg) ten (10) days after the Borrower shall
have been notified thereof in writing by the Holder

3.3 Failure to Timely File Registration or Effecedistration. The Borrower fails to file the Regigton Statement within sixty (60) days
following the Closing Date (as defined in the Paisd Agreement) or obtain effectiveness with theies and Exchange Commission of
the Registration Statement within one hundredytHivte (135) days following the Closing Date (adided in the Purchase Agreement) or
such Registration Statement lapses in effect (ess@mnnot otherwise be made thereunder effeatiiether by reason of the Borrower's
failure to amend or supplement the prospectus deelitherein in accordance with the RegistratiorhRig\greement or otherwise) for more
than ten (10) consecutive days or twenty (20) daygsy twelve month period after the Registratitat&ment becomes effective;

3.4 Breach of Covenants. The Borrower breachesratgrial covenant or other material term or condittontained in Sections 1.3, 1.6 or
of this Note, or Sections 4(c), 4(e), 4(h), 4((j) 4r 5 of the Purchase Agreement and such breantinues for a period of ten (10) days after
written notice thereof to the Borrower from the Higd;

3.5 Breach of Representations and Warranties. Apgesentation or warranty of the Borrower madeiherein any agreement, statement or
certificate given in writing pursuant hereto orcmnnection herewith (including, without limitatiotihe Purchase Agreement and the
Registration Rights Agreement), shall be false mleading in any material respect when made andithach of which has (or with the
passage of time will have) a material adverse efiadhe rights of the Holder with respect to tNste, the Purchase Agreement or the
Registration Rights Agreement;

3.6 Receiver or Trustee. The Borrower or any sudsicf the Borrower shall make an assignmentlfiiertienefit of creditors, or apply for or
consent to the appointment of a receiver or trufsteg or for a substantial part of its propertylmsiness, or such a receiver or trustee shall
otherwise be appointed;
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3.7 Judgments. Any money judgment, writ or simdescess shall be entered or filed against the Bar@r any subsidiary of the Borrower
or any of its property or other assets for more 0,000, and shall remain unvacated, unbondedsinyed for a period of twenty (20) days
unless otherwise consented to by the Holder, wbdstsent will not be unreasonably withheld;

3.8 Bankruptcy. Bankruptcy, insolvency, reorganaabr liquidation proceedings or other proceedifiggelief under any bankruptcy law or
any law for the relief of debtors shall be instity or against the Borrower or any subsidiarthefBorrower;

3.9 Delisting of Common Stock. The Borrower shall fo maintain the listing of the Common Stockairieast one of the OTCBB or an
equivalent replacement exchange, the Nasdaq Natibaxket, the Nasdag SmallCap Market, the New Y8t#ck Exchange, or the American
Stock Exchange; or

3.10 Default Under Other Notes. An Event of Defdals occurred and is continuing under any of theralotes issued pursuant to the
Purchase Agreement,

then, upon the occurrence and during the contionatf any Event of Default specified in Section, 32, 3.3, 3.4, 3.5, 3.7, 3.9, or 3.10, at
option of the Holders of a majority of the aggregatincipal amount of the outstanding Notes isquaduant to the Purchase Agreement
exercisable through the delivery of written noticghe Borrower by such Holders (the "Default Netj¢c and upon the occurrence of an Event
of Default specified in Section 3.6 or 3.8, the &oshall become immediately due and payable anBdhewer shall pay to the Holder, in

full satisfaction of its obligations hereunder,anount equal to the greater of (i) 130% times tha ef (w) the then outstanding principal
amount of this Note plus (x) accrued and unpaieregt on the unpaid principal amount of this Notéhe date of payment (the "Mandatory
Prepayment Date") plus (y) Default Interest, if aoy the amounts referred to in clauses (w) angjoplus (z) any amounts owed to the
Holder pursuant to Sections 1.3 and 1.4(g) hereplissuant to Section 2(c) of the Registration Righgreement (the then outstanding
principal amount of this Note to the date of payhq@ns the amounts referred to in clauses (x)atd

(z) shall collectively be known as the "Default Syior (i) the "parity value" of the Default Sum be prepaid, where parity value means (a)
the highest number of shares of Common Stock issugdon conversion of or otherwise pursuant to ddefault Sum in accordance with
Article |, treating the Trading Day immediately pegling the Mandatory Prepayment Date as the "CsimreDate" for purposes of
determining the lowest applicable Conversion Prirdess the Default Event arises as a result oféadh in respect of a specific Conversion
Date in which case such Conversion Date shall e€tmversion Date), multiplied by (b) the highekidihg Price for the Common Stock
during the period beginning on the date of firstumeence of the Event of Default and ending onepléyr to the Mandatory Prepayment D
(the "Default Amount") and all other amounts pagaféreunder shall immediately become due and payablwithout demand, presentment
or notice, all of which hereby are expressly wajwedether with all costs, including, without limiton, legal fees and expenses, of collection,
and the Holder shall be entitled to exercise &lkotights and remedies available at law or in tyqlfithe Borrower fails to pay the Default
Amount within five (5) business days of written igetthat such amount is due and payable, then theershall have the right at any time, so
long as the Borrower remains in default (and sg land to the extent that there are sufficient aigbd shares), to require the Borrower, u
written notice, to immediately issue, in lieu oétBefault Amount, the number of shares of CommartiSof the Borrower equal to the
Default Amount divided by the Conversion Price tireeffect.
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ARTICLE IV. MISCELLANEOUS

4.1 Failure or Indulgence Not Waiver. No failuredalay on the part of the Holder in the exercisarof power, right or privilege hereunder
shall operate as a waiver thereof, nor shall anglsior partial exercise of any such power, righprivilege preclude other or further exercise
thereof or of any other right, power or privilegéd.rights and remedies existing hereunder arewative to, and not exclusive of, any rights
or remedies otherwise available.

4.2 Notices. Any notice herein required or pernditte be given shall be in writing and may be peadlgrserved or delivered by courier or
sent by United States mail and shall be deemede heen given upon receipt if personally servdddshall include telephone line
facsimile transmission) or sent by courier or th{@edays after being deposited in the United Statail, certified, with postage pre-paid and
properly addressed, if sent by mail. For the puepdeereof, the address of the Holder shall be @srsbn the records of the Borrower; and
the address of the Borrower shall be 4625 Creekdirive, Suite 100, Research Triangle Park, DurHd@1 27703, facsimile number: (919)
474-9712. Both the Holder and the Borrower may geahe address for service by service of writteticedo the other as herein provided.

4.3 Amendments. This Note and any provision heneayf only be amended by an instrument in writingietyby the Borrower and the
Holder. The term "Note" and all reference thera®used throughout this instrument, shall meanirsisument (and the other Notes issued
pursuant to the Purchase Agreement) as originatigwted, or if later amended or supplemented, 8s3p amended or supplemented.

4.4 Assignability. This Note shall be binding upgbe Borrower and its successors and assigns, atidralre to be the benefit of the Holder
and its successors and assigns. Each transfetisis dfote must be an "accredited investor" (asngefiin Rule 501(a) of the 1933 Act).
Notwithstanding anything in this Note to the congrahis Note may be pledged as collateral in catina with a bona fide margin account
other lending arrangement.

4.5 Cost of Collection. If default is made in theyment of this Note, the Borrower shall pay theddolhereof costs of collection, including
reasonable attorneys' fees.

4.6 Governing Law. THIS NOTE SHALL BE ENFORCED, GERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS
OF THE STATE OF NEW YORK APPLICABLE TO AGREEMENTSADE AND TO BE PERFORMED ENTIRELY WITHIN SUCH
STATE, WITHOUT REGARD TO THE PRINCIPLES OF CONFLIGJF LAWS. THE BORROWER HEREBY SUBMITS TO THE
EXCLUSIVE JURISDICTION OF THE UNITED STATES FEDERACOURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS NOTE, THEGREEMENTS ENTERED INTO IN CONNECTION HEREWITH
OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBBOTH PARTIES IRREVOCABLY WAIVE THE DEFENSE OF
AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH SIO OR PROCEEDING. BOTH PARTIES FURTHER AGREE
THAT SERVICE OF PROCESS UPON A PARTY MAILED BY FIRSCLASS MAIL SHALL BE DEEMED IN EVERY RESPECT
EFFECTIVE SERVICE OF PROCESS UPON THE PARTY IN AI$YCH SUIT OR PROCEEDING. NOTHING HEREIN SHALL
AFFECT EITHER PARTY'S RIGHT TO SERVE PROCESS IN ANDTHER MANNER PERMITTED BY LAW. BOTH PARTIES
AGREE THAT A FINAL NON-APPEALABLE JUDGMENT IN ANY $JCH SUIT OR PROCEEDING SHALL BE CONCLUSIVE AND
MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ONUECH JUDGMENT OR IN ANY OTHER LAWFUL MANNER. THE
PARTY WHICH DOES NOT PREVAIL IN ANY DISPUTE ARISINGNDER THIS NOTE SHALL BE RESPONSIBLE FOR ALL FEES
AND EXPENSES, INCLUDING ATTORNEYS' FEES, INCURREDYBITHE PREVAILING PARTY IN CONNECTION WITH SUCH
DISPUTE.

16



4.7 Certain Amounts. Whenever pursuant to this KNudeBorrower is required to pay an amount in exaédghe outstanding principal amount
(or the portion thereof required to be paid at thae) plus accrued and unpaid interest plus Défatgrest on such interest, the Borrower and
the Holder agree that the actual damages to thddrfdom the receipt of cash payment on this Nodg be difficult to determine and the
amount to be so paid by the Borrower represenisiatied damages and not a penalty and is interdegnbpensate the Holder in part for loss
of the opportunity to convert this Note and to eameturn from the sale of shares of Common Stogkiaed upon conversion of this Note
price in excess of the price paid for such shamesyant to this Note. The Borrower and the Holdeehy agree that such amount of stipul
damages is not plainly disproportionate to the ibbs$oss to the Holder from the receipt of a cpaiment without the opportunity to convert
this Note into shares of Common Stock.

4.8 Allocations of Maximum Share Amount and Resérenount. The Maximum Share Amount and Reserved dmhshall be allocated pro
rata among the Holders of Notes based on the pahaimount of such Notes issued to each Holdeh Earease to the Maximum Share
Amount and Reserved Amount shall be allocated at@ among the Holders of Notes based on the pehaipount of such Notes held by
each Holder at the time of the increase in the khaxn Share Amount or Reserved Amount. In the evéitlder shall sell or otherwise
transfer any of such Holder's Notes, each transfehall be allocated a pro rata portion of suchstieror's Maximum Share Amount and
Reserved Amount. Any portion of the Maximum Sharecint or Reserved Amount which remains allocateahipperson or entity which
does not hold any Notes shall be allocated to¢h®aming Holders of Notes, pro rata based on theipal amount of such Notes then helc
such Holders.

4.9 Damages Shares. The shares of Common Stocin#tyabe issuable to the Holder pursuant to Secticdisnd 1.4(g) hereof and pursuant
to Section 2(c) of the Registration Rights Agreeh{@idamages Shares") shall be treated as Commaik &suable upon conversion of this
Note for all purposes hereof and shall be subgeatltof the limitations and afforded all of thghis of the other shares of Common St
issuable hereunder, including without limitatiome tright to be included in the Registration Stateinfieed pursuant to the Registration Rights
Agreement. For purposes of calculating interesapbgyon the outstanding principal amount hereafepkas otherwise provided herein,
amounts convertible into Damages Shares ("DamagesuAts”) shall not bear interest but must be cdedeaprior to the conversion of any
outstanding principal amount hereof, until the tariding Damages Amounts is zero.
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4.10 Denominations. At the request of the Holdpnrusurrender of this Note, the Borrower shall gotynissue new Notes in the aggregate
outstanding principal amount hereof, in the formelé in such denominations of at least $50,00thadHolder shall request.

4.11 Purchase Agreement. By its acceptance ofNibiig, each Holder agrees to be bound by the ajdi¢carms of the Purchase Agreement.

4.12 Notice of Corporate Events. Except as otherpisvided below, the Holder of this Note shall&dawe rights as a Holder of Common
Stock unless and only to the extent that it corsviinis Note into Common Stock. The Borrower shedvjile the Holder with prior notificatic
of any meeting of the Borrower's shareholders @pdes of proxy materials and other informationtsershareholders). In the event of any
taking by the Borrower of a record of its shareloddfor the purpose of determining shareholders aveeentitled to receive payment of any
dividend or other distribution, any right to subiberfor, purchase or otherwise acquire (includigguay of merger, consolidation,
reclassification or recapitalization) any sharewy class or any other securities or propertypaeteive any other right, or for the purpose of
determining shareholders who are entitled to wotgohnection with any proposed sale, lease or g@anee of all or substantially all of the
assets of the Borrower or any proposed liquidatiissolution or winding up of the Borrower, the Biwer shall mail a notice to the Holder,
at least twenty (20) days prior to the record datecified therein (or thirty (30) days prior to tensummation of the transaction or event,
whichever is earlier), of the date on which anytstecord is to be taken for the purpose of suclddind, distribution, right or other event, ¢
a brief statement regarding the amount and charatsich dividend, distribution, right or otheres to the extent known at such time. The
Borrower shall make a public announcement of amnevequiring notification to the Holder hereundebstantially simultaneously with the
notification to the Holder in accordance with teents of this Section 4.12.

4.13 Remedies. The Borrower acknowledges thatachrby it of its obligations hereunder will causeparable harm to the Holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Borrowerremkledges that the remedy at law for a
breach of its obligations under this Note will badequate and agrees, in the event of a breatheaténed breach by the Borrower of the
provisions of this Note, that the Holder shall inéiteed, in addition to all other available remesiag law or in equity, and in addition to the
penalties assessable herein, to an injunctionjonétions restraining, preventing or curing anyaute of this Note and to enforce specifically
the terms and provisions thereof, without the ngitesf showing economic loss and without any bondther security being required.

18



ARTICLE V. CALL OPTION

5.1 Call Option. Notwithstanding anything to thentrary contained in this Article V, so long asr{@ Event of Default or Trading Market
Prepayment Event shall have occurred and be cangin(ii) the Borrower has a sufficient number offeorized shares of Common Stock
reserved for issuance upon full conversion of tlo¢el, then at any time after the Issue Date, and

(iii) the Common Stock is trading at or below ${&r share, the Borrower shall have the right, égabte on not less than ten (10) Trading
Days prior written notice to the Holders of the 8®{which notice may not be sent to the Holdeth®MNotes until the Borrower is permitted
to prepay the Notes pursuant to this Section fol)repay all of the outstanding Notes in accordamith this Section 5.1. Any notice of
prepayment hereunder (an "Optional Prepayment’) bbalelivered to the Holders of the Notes atrthegistered addresses appearing on the
books and records of the Borrower and shall stgtéh@t the Borrower is exercising its right toag all of the Notes issued on the Issue |
and (2) the date of prepayment (the "Optional Rneymant Notice"). On the date fixed for prepaymehe(tOptional Prepayment Date"), the
Borrower shall make payment of the Optional PrepaynAmount (as defined below) to or upon the oafehe Holders as specified by the
Holders in writing to the Borrower at least one Iflisiness day prior to the Optional Prepayment.Datke Borrower exercises its right to
prepay the Notes, the Borrower shall make payneetite holders of an amount in cash (the "Optiomapyment Amount") equal to either
125% (for prepayments occurring within thirty (2B@Jys of the Issue Date), (ii) 135% for prepaymecturring between thirty-one (31) and
sixty (60) days of the Issue Date, or (iii) 145%r (brepayments occurring after the sixtieth (6@dy following the Issue Date), multiplied by
the sum of (w) the then outstanding principal amairthis Note plus (x) accrued and unpaid intecgsthe unpaid principal amount of this
Note to the Optional Prepayment Date plus (y) Defaterest, if any, on the amounts referred tolauses (w) and (x) plus (z) any amot
owed to the Holder pursuant to Sections 1.3 angyjl Rereof or pursuant to Section 2(c) of the Reafimn Rights Agreement (the then
outstanding principal amount of this Note to théedzf payment plus the amounts referred to in @ayg), (y) and (z) shall collectively be
known as the "Optional Prepayment Sum"). Notwithdiag notice of an Optional Prepayment, the Hold&! at all times prior to the
Optional Prepayment Date maintain the right to eshall or any portion of the Notes in accordandg rticle | and any portion of Notes so
converted after receipt of an Optional Prepaymeatidg and prior to the Optional Prepayment Datdath in such notice and payment of
aggregate Optional Prepayment Amount shall be dedioom the principal amount of Notes which arfeepivise subject to prepayment
pursuant to such notice. If the Borrower delivarptional Prepayment Notice and fails to pay tiptidhal Prepayment Amount due to the
Holders of the Notes within two (2) business dajkfving the Optional Prepayment Date, the Borrosleall forever forfeit its right to
redeem the Notes pursuant to this Section 5.1.
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5.2 Partial Call Option. Notwithstanding anythimgtihe contrary contained in this Article V, in teent that the Average Daily Price of the
Common Stock, as reported by the Reporting Serfacesach day of the month ending on any DeterrondDate is below the Initial Market
Price, the Borrower may, at its option, prepay #ipo of the outstanding principal amount of thet&equal to the principal amount hereof
divided by thirtysix (36) plus one month's interest. The term "&hikilarket Price" means shall mean the volume weijlaiverage price of tl
Common Stock for the five (5) Trading Days immeeliapreceding the Closing which is $.06. The teRegorting Service" means a reliable
reporting service mutually acceptable to and haféen designated by the Holder.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has caused this Notkd signed in its name by its duly authorizedceffithis 24th day of October,
2005.

CYBERLUX CORPORATION

By: /'s/ DONALD EVANS

Donal d Evans
Chi ef Executive O ficer
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Exhibit 4.3

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVNEOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE "ACT"). THE SECURITIES MAY NDBE SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCEO
AN EFFECTIVE REGISTRATION STATEMENT FOR THE SECURHS UNDER SAID ACT, OR AN OPINION OF COUNSEL IN
FORM, SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS GBUNSEL IN COMPARABLE TRANSACTIONS THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR UNIES SOLD PURSUANT TO RULE 144 OR REGULATION S
UNDER SAID ACT.

CALLABLE SECURED CONVERTIBLE NOTE

Durham, North Carolina
October 24, 2005 $257,600

FOR VALUE RECEIVED, CYBERLUX CORPORATION, a Nevadarporation (hereinafter called the "Borrower")rét®y promises to pay
to the order of AJW Qualified Partners, LLC or stgred assigns (the "Holder") the sum of $257,680)ctober 24, 2008 (the "Maturity
Date"), and to pay interest on the unpaid princijzdhnce hereof at the rate of ten percent (1066)"(nterest Rate") per annum from October
24, 2005 (the "Issue Date") until the same becanesand payable, whether at maturity or upon acat@d® or by prepayment or otherwise.
Any amount of principal or interest on this Noteigrhis not paid when due shall bear interest atale of fifteen percent (15%) per annum
from the due date thereof until the same is pdigkfault Interest”). Interest shall commence acauin the Issue Date, shall be computed on
the basis of a 365-day year and the actual nunfldays elapsed and shall be payable quarterly geavihat no interest shall be due and
payable for any month in which the Trading Price gach term is defined below) is greater than %087 each Trading Day (as such term is
defined below) of the month. All payments due hadar (to the extent not converted into common st8d¥01 par value per share (the
"Common Stock") in accordance with the terms hgrsbéll be made in lawful money of the United StaiEAmerica. All payments shall be
made at such address as the Holder shall herg@fteto the Borrower by written notice made in adamce with the provisions of this Note.
Whenever any amount expressed to be due by thes trthis Note is due on any day which is not armss day, the same shall instead be
due on the next succeeding day which is a busth@gsind, in the case of any interest payment datehws not the date on which this Note
paid in full, the extension of the due date thewstwdll not be taken into account for purposes térdgining the amount of interest due on such
date. As used in this Note, the term "business dhgll mean any day other than a Saturday, Sundaylay on which commercial banks in
the city of New York, New York are authorized ogquéired by law or executive order to remain clodeath capitalized term used herein, and
not otherwise defined, shall have the meaning lasdrihereto in that certain Securities Purchase#&uyent, dated October 24, 2005, pursuant
to which this Note was originally issued (the "Fhase Agreement"



This Note is free from all taxes, liens, claims amg¢umbrances with respect to the issue thereo$kaltinot be subject to preemptive right
other similar rights of shareholders of the Borrowaed will not impose personal liability upon thaldier thereof. The obligations of the
Borrower under this Note shall be secured by teetamn Security Agreement and Intellectual Prop&egurity Agreement, each dated
October 24, 2005 by and between the Borrower aadHtiider.

The following terms shall apply to this Note:
ARTICLE |I. CONVERSION RIGHTS

1.1 Conversion Right. The Holder shall have thatrfgom time to time, and at any time on or priothe earlier of (i) the Maturity Date and
(i) the date of payment of the Default Amount ¢idined in Article 1ll) pursuant to Section 1.6¢@)Article Ill, the Optional Prepayment
Amount (as defined in Section 5.1 or any paymentsymnt to Section 1.7, each in respect of the irentpoutstanding principal amount of
this Note to convert all or any part of the outstiag and unpaid principal amount of this Note ifutthy paid and non-assessable shares of
Common Stock, as such Common Stock exists on the [Bate, or any shares of capital stock or otheurgties of the Borrower into which
such Common Stock shall hereafter be changed @ssfied at the conversion price (the "Converd$toice") determined as provided herein
(a "Conversion"); provided, however, that in nomvghall the Holder be entitled to convert any jporbf this Note in excess of that portion
of this Note upon conversion of which the sum ¢ftfle number of shares of Common Stock benefic@alimed by the Holder and its
affiliates (other than shares of Common Stock winiay be deemed beneficially owned through the osimprof the unconverted portion of
the Notes or the unexercised or unconverted podi@ny other security of the Borrower (includimgthout limitation, the warrants issued
the Borrower pursuant to the Purchase Agreemebigstto a limitation on conversion or exerciselagaus to the limitations contained
herein) and (2) the number of shares of Commonk3sstiable upon the conversion of the portion &f Note with respect to which the
determination of this proviso is being made, waasult in beneficial ownership by the Holder arsdaiffiliates of more than 4.99% of the
outstanding shares of Common Stock and providetiduthat the Holder shall not be entitled to cahaey portion of this Note during any
month immediately succeeding a Determination Datevbich the Borrower exercises its prepayment oppiorsuant to Section 5.2 of this
Note. For purposes of the proviso to the immedygte¢ceding sentence, beneficial ownership shatldtermined in accordance with Sect
13(d) of the Securities Exchange Act of 1934, asrathad, and Regulations 13D-G thereunder, excepthaswise provided in clause (1) of
such proviso. The number of shares of Common Stoble issued upon each conversion of this Notd bhaletermined by dividing the
Conversion Amount (as defined below) by the applie&onversion Price then in effect on the datei§ipe in the notice of conversion, in
the form attached hereto as Exhibit A (the "NotE€onversion"), delivered to the Borrower by theldter in accordance with Section 1.4
below; provided that the Notice of Conversion ibrsitted by facsimile (or by other means resultimngar reasonably expected to result in,
notice) to the Borrower before 6:00 p.m., New YadYlew York time on such conversion date (the "Cosiggr Date"). The term "Conversion
Amount" means, with respect to any conversion if Hote, the sum of (1) the principal amount o§tNibte to be converted in such
conversion plus (2) accrued and unpaid interesiyf on such principal amount at the interessrptevided in this Note to the Conversion
Date plus (3) Default Interest, if any, on the amtsueferred to in the immediately preceding clauyd¢ and/or (2) plus (4) at the Holder's
option, any amounts owed to the Holder pursuafetctions 1.3 and 1.4(g) hereof or pursuant to &e&fc) of that certain Registration
Rights Agreement, dated as of October 24, 2005w&d in connection with the initial issuance aétRote and the other Notes issued on the
Issue Date (the "Registration Rights Agreementhe Term "Determination Date" means the last busidey of each month after the Issue
Date.



1.2 Conversion Price.

(a) Calculation of Conversion Price. The Converdtoice shall be the lesser of (i) the Variable Gasion Price (as defined herein) and

(i) the Fixed Conversion Price (as defined herélpject, in each case, to equitable adjustmentstdéck splits, stock dividends or rights
offerings by the Borrower relating to the Borrowsesecurities or the securities of any subsidiarthefBorrower, combinations,
recapitalization, reclassifications, extraordindistributions and similar events). The "Variablen@ersion Price" shall mean the Applicable
Percentage (as defined herein) multiplied by thelkgtaPrice (as defined herein). "Market Price" netire average of the lowest three (3)
Trading Prices (as defined below) for the Commarcsturing the twenty (20) Trading Day period ergdime Trading Day prior to the date
the Conversion Notice is sent by the Holder toBberower via facsimile (the "Conversion Date"). &fiing Price" means, for any security as
of any date, the intraday trading price on the @terCounter Bulletin Board (the "OTCBB") as reparby a reliable reporting service
mutually acceptable to and hereafter designatddddgers of a majority in interest of the Notes dimel Borrower or, if the OTCBB is not the
principal trading market for such security, theaday trading price of such security on the priatgecurities exchange or trading market
where such security is listed or traded or, if mwaiday trading price of such security is availablany of the foregoing manners, the average
of the intraday trading prices of any market makersuch security that are listed in the "pinketise by the National Quotation Bureau, Inc.
If the Trading Price cannot be calculated for sseturity on such date in the manner provided alibeeTrading Price shall be the fair mai
value as mutually determined by the Borrower amdhtbiders of a majority in interest of the Notembeonverted for which the calculation
of the Trading Price is required in order to defeerthe Conversion Price of such Notes. "Trading"Bhall mean any day on which the
Common Stock is traded for any period on the OTC&R)n the principal securities exchange or otkeusties market on which the
Common Stock is then being traded. "Applicable Eetage" shall mean 50.0%. The "Fixed ConversiocePshall mean $.06.
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(b) Conversion Price During Major Announcementstwitiistanding anything contained in Section 1.2¢athe contrary, in the event the
Borrower (i) makes a public announcement thatténds to consolidate or merge with any other caipam (other than a merger in which the
Borrower is the surviving or continuing corporatiamnd its capital stock is unchanged) or sell ardfer all or substantially all of the assets of
the Borrower or (ii) any person, group or entityc{uding the Borrower) publicly announces a teraféer to purchase 50% or more of the
Borrower's Common Stock (or any other takeover me)dgthe date of the announcement referred toainsd (i) or (i) is hereinafter referred
to as the "Announcement Date"), then the ConverBiace shall, effective upon the Announcement Raig continuing through the Adjusted
Conversion Price Termination Date (as defined bgltwe equal to the lower of (x) the Conversion €ridhich would have been applicable

a Conversion occurring on the Announcement Date(gnthe Conversion Price that would otherwiserbeffect. From and after the Adjus
Conversion Price Termination Date, the ConversinoePshall be determined as set forth in this

Section 1.2(a). For purposes hereof, "Adjusted @osion Price Termination Date" shall mean, witlpees to any proposed transaction or
tender offer (or takeover scheme) for which a pubinouncement as contemplated by this Sectiob)lh2g been made, the date upon which
the Borrower (in the case of clause

(i) above) or the person, group or entity (in thse of clause (ii) above) consummates or publichoances the termination or abandonment
of the proposed transaction or tender offer (oetaler scheme) which caused this Section 1.2(bg¢torne operative.

1.3 Authorized Shares. Subject to the Stockholgmréval (as defined in the Agreement), the Borroemrenants that during the period the
conversion right exists, the Borrower will reseft@m its authorized and unissued Common Stock ficgerit number of shares, free from
preemptive rights, to provide for the issuance ofm@hon Stock upon the full conversion of this Nate ¢he other Notes issued pursuant to
the Purchase Agreement. The Borrower is requiredl Hitnes to have authorized and reserved twogithe number of shares that is actually
issuable upon full conversion of the Notes (basethe Conversion Price of the Notes or the Exereisee of the Warrants in effect from til
to time) (the "Reserved Amount"). The Reserved Antahall be increased from time to time in accooganith the Borrower's obligations
pursuant to Section 4(h) of the Purchase Agreerniémt.Borrower represents that upon issuance, swes will be duly and validly issued,
fully paid and non-assessable. In addition, ifBoerower shall issue any securities or make anygédo its capital structure which would
change the number of shares of Common Stock intchathe Notes shall be convertible at the thenestr€onversion Price, the Borrower
shall at the same time make proper provision sbttieaeafter there shall be a sufficient numbeshares of Common Stock authorized and
reserved, free from preemptive rights, for conv@rsif the outstanding Notes. The Borrower (i) ackieages that it has irrevocably
instructed its transfer agent to issue certificéeshe Common Stock issuable upon conversiohisfXote, and (ii) agrees that its issuanc
this Note shall constitute full authority to itSicers and agents who are charged with the dugxetuting stock certificates to execute and
issue the necessary certificates for shares of Gotock in accordance with the terms and conditimfrthis Note.
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If, at any time a Holder of this Note submits a idetof Conversion, and the Borrower does not hadiécgent authorized but unissued shares
of Common Stock available to effect such conversiosccordance with the provisions of this Artita "Conversion Default"), subject to
Section 4.8, the Borrower shall issue to the Holdeof the shares of Common Stock which are thezilable to effect such conversion. The
portion of this Note which the Holder included isa Conversion Notice and which exceeds the amouithwis then convertible into available
shares of Common Stock (the "Excess Amount") shatlyithstanding anything to the contrary contaihedein, not be convertible into
Common Stock in accordance with the terms heretilf (@md at the Holder's option at any time aft&® date additional shares of Common
Stock are authorized by the Borrower to permit stativersion, at which time the Conversion Priceegpect thereof shall be the lesser of (i)
the Conversion Price on the Conversion Default Dasedefined below) and (ii) the Conversion Prindhee Conversion Date thereafter
elected by the Holder in respect thereof. In addijtthe Borrower shall pay to the Holder payments

("Conversion Default Payments") for a ConversiorfdDé# in the amount of (x)

the sum of (1) the then outstanding principal antadithis Note plus (2) accrued and unpaid inteoesthe unpaid principal amount of this
Note through the Authorization Date (as definedilplus (3) Default Interest, if any, on the amizureferred to in clauses (1) and/or |
multiplied by (y) .24, multiplied by (z) (N/365),lvere N = the number of days from the day the haddemits a Notice of Conversion giving
rise to a Conversion Default (the "Conversion DifBxate") to the date (the "Authorization Date"aththe Borrower authorizes a sufficient
number of shares of Common Stock to effect conwarsf the full outstanding principal balance okthote. The Borrower shall use its best
efforts to authorize a sufficient number of shasE€ommon Stock as soon as practicable followirgdhrlier of (i) such time that the Holder
notifies the Borrower or that the Borrower othemvilecomes aware that there are or likely will sifficient authorized and unissued shares
to allow full conversion thereof and (ii) a ConviersDefault. The Borrower shall send notice to lthader of the authorization of additional
shares of Common Stock, the Authorization Datethechmount of Holder's accrued Conversion Defaajinfents. The accrued Conversion
Default Payments for each calendar month shalldie ip cash or shall be convertible into CommorcEt@t such time as there are sufficient
authorized shares of Common Stock) at the appkc@bhversion Price, at the Borrower's option, #evis:

(@) In the event Holder elects to take such paynmecash, cash payment shall be made to Holdehdyifth (5th) day of the month following
the month in which it has accrued; and

(b) In the event Holder elects to take such payrre@ommon Stock, the Holder may convert such paytraeount into Common Stock at
the Conversion Price (as in effect at the timeavfversion) at any time after the fifth day of thenth following the month in which it has
accrued in accordance with the terms of this Agtlg{so long as there is then a sufficient numbberuthorized shares of Common Stock).

The Holder's election shall be made in writinghte Borrower at any time prior to 6:00 p.m., New K,ddew York time, on the third day of
the month following the month in which Conversioafult payments have accrued. If no election isendte Holder shall be deemed to
have elected to receive cash. Nothing herein §hatlithe Holder's right to pursue actual damagdeslfe extent in excess of the Conversion
Default Payments) for the Borrower's failure to mtain a sufficient number of authorized shares @i@on Stock, and each holder shall
have the right to pursue all remedies availablawtor in equity (including degree of specific pgrhance and/or injunctive relief).
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1.4 Method of Conversion.

(a) Mechanics of Conversion. Subject to Sectionthis Note may be converted by the Holder in whalén part at any time from time to

time after the Issue Date, by (A) submitting to Bwrower a Notice of Conversion (by facsimile diner reasonable means of communication
dispatched on the Conversion Date prior to 6:00,pNew York, New York time) and (B) subject to

Section 1.4(b), surrendering this Note at the ppilooffice of the Borrower.

(b) Surrender of Note Upon Conversion. Notwithstaganything to the contrary set forth herein, uponversion of this Note in accordance
with the terms hereof, the Holder shall not be meglto physically surrender this Note to the Bareo unless the entire unpaid principal
amount of this Note is so converted. The Holder taedBorrower shall maintain records showing thegypal amount so converted and the
dates of such conversions or shall use such oth#rad, reasonably satisfactory to the Holder aedBthrrower, so as not to require physical
surrender of this Note upon each such conversiothd event of any dispute or discrepancy, sucbrdscof the Borrower shall be controlling
and determinative in the absence of manifest elotwithstanding the foregoing, if any portion bfs Note is converted as aforesaid, the
Holder may not transfer this Note unless the Hofitst physically surrenders this Note to the Baren, whereupon the Borrower will
forthwith issue and deliver upon the order of tr@dér a new Note of like tenor, registered as thé&ler (upon payment by the Holder of any
applicable transfer taxes) may request, represgitithe aggregate the remaining unpaid principabant of this Note. The Holder and any
assignee, by acceptance of this Note, acknowleddeagree that, by reason of the provisions ofgihisigraph, following conversion of a
portion of this Note, the unpaid and unconvertédgpal amount of this Note represented by thiseNofy be less than the amount stated on
the face hereof.

(c) Payment of Taxes. The Borrower shall not beireg to pay any tax which may be payable in respkany transfer involved in the issue
and delivery of shares of Common Stock or otheuistées or property on conversion of this Note inaane other than that of the Holder (c
street name), and the Borrower shall not be reduoéssue or deliver any such shares or other#iesuor property unless and until the
person or persons (other than the Holder or theodigs in whose street name such shares are teltddr the Holder's account) requesting
the issuance thereof shall have paid to the Bonrdlmeeamount of any such tax or shall have estaddigo the satisfaction of the Borrower-
such tax has been paid.

(d) Delivery of Common Stock Upon Conversion. Upeoeipt by the Borrower from the Holder of a fadsntransmission (or other
reasonable means of communication) of a Noticearfv@rsion meeting the requirements for convers®pravided in this Section 1.4, the
Borrower shall issue and deliver or cause to heedsand delivered to or upon the order of the Hoteetificates for the Common Stock
issuable upon such conversion within two (2) bussr#ays after such receipt (and, solely in the ohsenversion of the entire unpaid
principal amount hereof, surrender of this Notecfssecond business day being hereinafter refésrad the "Deadline") in accordance with
the terms hereof and the Purchase Agreement (iimgudithout limitation, in accordance with the tégments of Section 2(g) of the
Purchase Agreement that certificates for shar€aimon Stock issued on or after the effective dathe Registration Statement upon
conversion of this Note shall not bear any restickegend).



(e) Obligation of Borrower to Deliver Common Stotkpon receipt by the Borrower of a Notice of Corsien, the Holder shall be deemed to
be the holder of record of the Common Stock issiapbn such conversion, the outstanding principelunt and the amount of accrued and
unpaid interest on this Note shall be reducedfteaesuch conversion, and, unless the Borroweaudtes on its obligations under this Article
all rights with respect to the portion of this Ndiging so converted shall forthwith terminate exdhp right to receive the Common Stock or
other securities, cash or other assets, as hem@idpd, on such conversion. If the Holder shalldhgiven a Notice of Conversion as provided
herein, the Borrower's obligation to issue andwelthe certificates for Common Stock shall be Alisand unconditional, irrespective of the
absence of any action by the Holder to enforcesimee, any waiver or consent with respect to anyigion thereof, the recovery of any
judgment against any person or any action to eaftite same, any failure or delay in the enforceraahy other obligation of the Borrow

to the holder of record, or any setoff, counterolaiecoupment, limitation or termination, or angdxh or alleged breach by the Holder of
obligation to the Borrower, and irrespective of alyer circumstance which might otherwise limitlsabligation of the Borrower to the
Holder in connection with such conversion. The Gaeion Date specified in the Notice of Conversibalisbe the Conversion Date so lon¢
the Notice of Conversion is received by the Bormoefore 6:00

p.m., New York, New York time, on such date.

(f) Delivery of Common Stock by Electronic Transfbr lieu of delivering physical certificates repeaiting the Common Stock issuable upon
conversion, provided the Borrower's transfer ageparticipating in the Depository Trust Compan®TC") Fast Automated Securities
Transfer ("FAST") program, upon request of the Holdnd its compliance with the provisions contaimefiection 1.1 and in this Section 1
the Borrower shall use its best efforts to causéréinsfer agent to electronically transmit the @am Stock issuable upon conversion to the
Holder by crediting the account of Holder's Printel&r with DTC through its Deposit Withdrawal Agedwmmission ("DWAC") system.

(g) Failure to Deliver Common Stock Prior to DeadliWithout in any way limiting the Holder's rigiotpursue other remedies, including
actual damages and/or equitable relief, the paatiese that if delivery of the Common Stock issaalgon conversion of this Note is more
than two (2) days after the Deadline (other théailare due to the circumstances described in

Section 1.3 above, which failure shall be govermgduch Section) the Borrower shall pay to the ldoBR,000 per day in cash, for each day
beyond the Deadline that the Borrower fails towdlisuch Common Stock. Such cash amount shallidgg#élolder by the fifth day of the
month following the month in which it has accruedat the option of the Holder (by written noticethe Borrower by the first day of the
month following the month in which it has accrueshall be added to the principal amount of thise\at which event interest shall accrue
thereon in accordance with the terms of this Not such additional principal amount shall be cofiblerinto Common Stock in accordance
with the terms of this Note.



1.5 Concerning the Shares. The shares of Commak &tsuable upon conversion of this Note may natdid or transferred unless (i) such
shares are sold pursuant to an effective registratiatement under the Act or (ii) the Borroweit®transfer agent shall have been furnished
with an opinion of counsel (which opinion shallibdorm, substance and scope customary for opinédr®unsel in comparable transactio

to the effect that the shares to be sold or traresfenay be sold or transferred pursuant to an pkemfrom such registration or (iii) such
shares are sold or transferred pursuant to Rulautidér the Act (or a successor rule) ("Rule 144'(ig such shares are transferred to an
"affiliate" (as defined in Rule 144) of the Borrowgho agrees to sell or otherwise transfer theeshanly in accordance with this

Section 1.5 and who is an Accredited Investor &fgdd in the Purchase Agreement). Except as othemrovided in the Purchase
Agreement (and subject to the removal provision$osth below), until such time as the shares ofm@wn Stock issuable upon conversion of
this Note have been registered under the Act aeogiated by the Registration Rights Agreementtbemmvise may be sold pursuant to Rule
144 without any restriction as to the number olsigies as of a particular date that can then bmeédtiately sold, each certificate for shares of
Common Stock issuable upon conversion of this Kwéhas not been so included in an effective tedien statement or that has not been
sold pursuant to an effective registration staterean exemption that permits removal of the leljeshall bear a legend substantially in the
following form, as appropriate:

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAWOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED. THE SECURITIES MAY NOT BE SOLDRANSFERRED OR ASSIGNED IN THE ABSENCE OF AN
EFFECTIVE REGISTRATION STATEMENT FOR THE SECURITIEBNDER SAID ACT, OR AN OPINION OF COUNSEL IN FORM,
SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS OF COURNSIN COMPARABLE TRANSACTIONS, THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT UNLESSOLD PURSUANT TO RULE 144 OR REGULATION S UNDER
SAID ACT."

The legend set forth above shall be removed anBdnewer shall issue to the Holder a new certtBdherefor free of any transfer legend if
(i) the Borrower or its transfer agent shall hageeived an opinion of counsel, in form, substamzkseope customary for opinions of counsel
in comparable transactions, to the effect thatldipsale or transfer of such Common Stock may bderwithout registration under the Act
and the shares are so sold or transferred, (i) slaider provides the Borrower or its transfer ageith reasonable assurances that the
Common Stock issuable upon conversion of this Kwotéhe extent such securities are deemed to heee &cquired on the same date) can be
sold pursuant to Rule 144 or (iii) in the casehaf Common Stock issuable upon conversion of thig Nsuch security is registered for sale by
the Holder under an effective registration statenfilsd under the Act or otherwise may be sold parg to Rule 144 without any restriction

as to the number of securities as of a particudée that can then be immediately sold. Nothindnis Note shall (i) limit the Borrower's
obligation under the Registration Rights Agreenwer(ii) affect in any way the Holder's obligatiotsscomply with applicable prospectus
delivery requirements upon the resale of the seesrnieferred to herein.
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1.6 Effect of Certain Events.

(a) Effect of Merger, Consolidation, Etc. At thetiop of the Holder, the sale, conveyance or digpmsof all or substantially all of the assets
of the Borrower, the effectuation by the Borrowéadransaction or series of related transactionghich more than 50% of the voting power
of the Borrower is disposed of, or the consolidatimerger or other business combination of the @&wer with or into any other Person (as
defined below) or Persons when the Borrower isimetsurvivor shall either: (i) be deemed to be aeri of Default (as defined in Article 111)
pursuant to which the Borrower shall be requireddg to the Holder upon the consummation of ana @sndition to such transaction an
amount equal to the Default Amount (as defined iticke I1I) or (ii) be treated pursuant to Sectibb(b) hereof. "Person” shall mean any
individual, corporation, limited liability companpartnership, association, trust or other entitgrganization.

(b) Adjustment Due to Merger, Consolidation, Efcat any time when this Note is issued and outitanand prior to conversion of all of the
Notes, there shall be any merger, consolidatioohamge of shares, recapitalization, reorganizatioother similar event, as a result of wh
shares of Common Stock of the Borrower shall bexgkd into the same or a different number of shafesiother class or classes of stock or
securities of the Borrower or another entity, oca@se of any sale or conveyance of all or subsiintll of the assets of the Borrower other
than in connection with a plan of complete liquidatof the Borrower, then the Holder of this Nobkak thereafter have the right to receive
upon conversion of this Note, upon the basis arhulpe terms and conditions specified herein ar@inof the shares of Common Stock
immediately theretofore issuable upon conversiaohstock, securities or assets which the Holderdavbave been entitled to receive in si
transaction had this Note been converted in futhgdiately prior to such transaction (without reg@rény limitations on conversion set forth
herein), and in any such case appropriate pro\dsstiall be made with respect to the rights andeste of the Holder of this Note to the end
that the provisions hereof (including, without ltation, provisions for adjustment of the Converdiuite and of the number of shares isstL
upon conversion of the Note) shall thereafter h@ieable, as nearly as may be practicable in @b any securities or assets thereafter
deliverable upon the conversion hereof. The Borrashall not effect any transaction described is Bection 1.6(b) unless (a) it first gives
the extent practicable, thirty (30) days prior terit notice (but in any event at least fifteen (@&ys prior written notice) of the record date of
the special meeting of shareholders to approvi tbere is no such record date, the consummatipsuch merger, consolidation, exchange
of shares, recapitalization, reorganization or offimilar event or sale of assets (during whictetittne Holder shall be entitled to convert this
Note) and (b) the resulting successor or acquieimdy (if not the Borrower) assumes by writtentinment the obligations of this Secti
1.6(b). The above provisions shall similarly aptaysuccessive consolidations, mergers, sales féransr share exchanges.

(c) Adjustment Due to Distribution. If the Borrowshall declare or make any distribution of its &sger rights to acquire its assets) to hols

of Common Stock as a dividend, stock repurchaseydyyof return of capital or otherwise (includingyadividend or distribution to the
Borrower's shareholders in cash or shares (orgighacquire shares) of capital stock of a subsidize., a spin-off)) (a "Distribution™), then
the Holder of this Note shall be entitled, upon aogpversion of this Note after the date of recanddetermining shareholders entitled to such
Distribution, to receive the amount of such asedtich would have been payable to the Holder wipeet to the shares of Common Stock
issuable upon such conversion had such Holder theeimolder of such shares of Common Stock on therdedate for the determination of
shareholders entitled to such Distribution.



(d) Adjustment Due to Dilutive Issuance. If, at dimge when any Notes are issued and outstandied3tiirower issues or sells, or in
accordance with this Section 1.6(d) hereof is dektodave issued or sold, any shares of Commork$toao consideration or for a
consideration per share (before deduction of resderexpenses or commissions or underwriting distsoor allowances in connection
therewith) less than the Fixed Conversion Pricefiect on the date of such issuance (or deemedrnss) of such shares of Common Stock (a
"Dilutive Issuance"), then immediately upon theudile Issuance, the Fixed Conversion Price wiltdguced to the amount of the
consideration per share received by the Borrowsuah Dilutive Issuance; provided that only onauatipent will be made for each Dilutive
Issuance.

The Borrower shall be deemed to have issued orstades of Common Stock if the Borrower in any negiigsues or grants any warrants,
rights or options (not including employee stockiaptplans), whether or not immediately exercisatiesubscribe for or to purchase Comn
Stock or other securities convertible into or exgeable for Common Stock ("Convertible Securitig€stich warrants, rights and options to
purchase Common Stock or Convertible Securitiehareinafter referred to as "Options") and thegger share for which Common Stock is
issuable upon the exercise of such Options isttessthe Fixed Conversion Price then in effectnttie Fixed Conversion Price shall be e

to such price per share. For purposes of the piegaentence, the "price per share for which Com®toiek is issuable upon the exercise of
such Options" is determined by dividing (i) thealaamount, if any, received or receivable by therBoer as consideration for the issuanc
granting of all such Options, plus the minimum aggte amount of additional consideration, if araygble to the Borrower upon the exer

of all such Options, plus, in the case of Convétibecurities issuable upon the exercise of sudio@y the minimum aggregate amount of
additional consideration payable upon the convarsivexchange thereof at the time such Conver8kleurities first become convertible or
exchangeable, by (ii) the maximum total numberhaires of Common Stock issuable upon the exercia#t sfich Options (assuming full
conversion of Convertible Securities, if applicdbMo further adjustment to the Conversion Prick lné made upon the actual issuance of
such Common Stock upon the exercise of such Optionpon the conversion or exchange of Convertaeurities issuable upon exercise of
such Options.

Additionally, the Borrower shall be deemed to hssseied or sold shares of Common Stock if the Boeraw any manner issues or sells any
Convertible Securities, whether or not immediatainvertible (other than where the same are issugiga the exercise of Options), and the
price per share for which Common Stock is issuaplen such conversion or exchange is less thanixieel Eonversion Price then in effect,
then the Fixed Conversion Price shall be equalith grice per share. For the purposes of the piegesgntence, the "price per share for
which Common Stock is issuable upon such convemi@xchange" is determined by dividing (i) theat@mount, if any, received or
receivable by the Borrower as consideration foriskaance or sale of all such Convertible Secutifdus the minimum aggregate amount of
additional consideration, if any, payable to therBaer upon the conversion or exchange theredfetitne such Convertible Securities first
become convertible or exchangeable, by (ii) theimam total number of shares of Common Stock issuapbn the conversion or exchange
of all such Convertible Securities. No further adijment to the Fixed Conversion Price will be mapleruthe actual issuance of such Comt
Stock upon conversion or exchange of such Conver8bcurities.
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(e) Purchase Rights. If, at any time when any Natesssued and outstanding, the Borrower issugs@mvertible securities or rights to
purchase stock, warrants, securities or other prpjne "Purchase Rights") pro rata to the redwldiers of any class of Common Stock, t
the Holder of this Note will be entitled to acquitgon the terms applicable to such Purchase Rititeésaggregate Purchase Rights which
such Holder could have acquired if such Holder ineld the number of shares of Common Stock acq@napbn complete conversion of this
Note (without regard to any limitations on converscontained herein) immediately before the datevloich a record is taken for the gra
issuance or sale of such Purchase Rights or,stueh record is taken, the date as of which therdelsolders of Common Stock are to be
determined for the grant, issue or sale of suclklige Rights.

(f) Notice of Adjustments. Upon the occurrence afle adjustment or readjustment of the Conversi@eRis a result of the events described
in this Section 1.6, the Borrower, at its expes$é@]|l promptly compute such adjustment or readjastrand prepare and furnish to the Ho
of a certificate setting forth such adjustmenteadjustment and showing in detail the facts upoithvbuch adjustment or readjustment is
based. The Borrower shall, upon the written regatany time of the Holder, furnish to such Holddike certificate setting forth (i) such
adjustment or readjustment, (ii) the Conversioré>at the time in effect and (iii) the number cdigis of Common Stock and the amount, if
any, of other securities or property which at iheetwould be received upon conversion of the Note.

1.7 Trading Market Limitations. Unless permittedthg applicable rules and regulations of the ppaksecurities market on which the
Common Stock is then listed or traded, in no egdatl the Borrower issue upon conversion of or mtiee pursuant to this Note and the o
Notes issued pursuant to the Purchase Agreemeret timan the maximum number of shares of Common Stwtkthe Borrower can issi
pursuant to any rule of the principal United Statesurities market on which the Common Stock ia theded (the "Maximum Share
Amount"), which shall be 19.99% of the total shasatstanding on the Closing Date (as defined inPtheehase Agreement), subject to
equitable adjustment from time to time for stochktspstock dividends, combinations, capital reaigations and similar events relating to the
Common Stock occurring after the date hereof. QnedMaximum Share Amount has been issued (theadatdich is hereinafter referred to
as the "Maximum Conversion Date"), if the Borrouails to eliminate any prohibitions under appliGaldw or the rules or regulations of any
stock exchange, interdealer quotation system aratblfregulatory organization with jurisdiction over tBerrower or any of its securities
the Borrower's ability to issue shares of Commarckstn excess of the Maximum Share Amount (a "Trgdarket Prepayment Event"), in
lieu of any further right to convert this Note, andull satisfaction of the Borrower's obligationsder this Note, the Borrower shall pay to
Holder, within fifteen (15) business days of thexifiaum Conversion Date (the "Trading Market Prepagtigate"), an amount equal to
130% times the sum of (a) the then outstandingciat amount of this Note immediately following thaximum Conversion Date, plus (b)
accrued and unpaid interest on the unpaid prineipadunt of this Note to the Trading Market Prepayhizate, plus (c) Default Interest, if
any, on the amounts referred to in clause (a) arfljaabove, plus (d) any optional amounts that tmaadded thereto at the Maximum
Conversion Date by the Holder in accordance withtéims hereof (the then outstanding principal amhotithis Note immediately following
the Maximum Conversion Date, plus the amounts redieto in clauses (b), (c) and (d) above shallectiNely be referred to as the "Remair
Convertible Amount”). With respect to each HoldENotes, the Maximum Share Amount shall refer tohsHlolder's pro rata share thereof
determined in accordance with Section 4.8 belovthénevent that the sum of (x) the aggregate numbshares of Common Stock issued
upon conversion of this Note and the other Notesad pursuant to the Purchase Agreement plus€ygdgregate number of shares of
Common Stock that remain issuable upon converdigm®Note and the other Notes issued pursuatitdéd®urchase Agreement, represen
least one hundred percent (100%) of the MaximunreSAaount (the "Triggering Event"), the Borrowendlwise its best efforts to seek and
obtain Shareholder Approval (or obtain such otlké&ef as will allow conversions hereunder in excafsthe Maximum Share Amount) as
soon as practicable following the Triggering Evantl before the Maximum Conversion Date. As usedihetShareholder Approval” means
approval by the shareholders of the Borrower thanige the issuance of the full number of shareSahmon Stock which would be issuable
upon full conversion of the then outstanding Ndtesfor the Maximum Share Amount.
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1.8 Status as Shareholder. Upon submission of @é&lot Conversion by a Holder, (i) the shares cedehereby (other than the shares, if i
which cannot be issued because their issuance vesukkd such Holder's allocated portion of the ReseAmount or Maximum Share
Amount) shall be deemed converted into shares afr@on Stock and (ii) the Holder's rights as a Holafesuch converted portion of this
Note shall cease and terminate, excepting onlyitfin to receive certificates for such shares ofm@mwn Stock and to any remedies provi
herein or otherwise available at law or in equitystich Holder because of a failure by the Borrawaromply with the terms of this Note.
Notwithstanding the foregoing, if a Holder has resteived certificates for all shares of Common E{mor to the tenth (10th) business ¢
after the expiration of the Deadline with respecatconversion of any portion of this Note for aagson, then (unless the Holder otherwise
elects to retain its status as a holder of ComntookSuy so notifying the Borrower) the Holder shalyain the rights of a Holder of this Note
with respect to such unconverted portions of thageNand the Borrower shall, as soon as practicadtiesn such unconverted Note to the
Holder or, if the Note has not been surrenderegisads records to reflect that such portion d$ tote has not been converted. In all cases,
the Holder shall retain all of its rights and remesdincluding, without limitation, (i) the righttreceive Conversion Default Payments
pursuant to Section 1.3 to the extent requirecetinefor such Conversion Default and any subseq@entersion Default and (ii) the right to
have the Conversion Price with respect to subsdqagversions determined in accordance with Sedti8hfor the Borrower's failure to
convert this Note.

ARTICLE Il. CERTAIN COVENANTS

2.1 Distributions on Capital Stock. So long asBloerower shall have any obligation under this Ntite, Borrower shall not without the
Holder's written consent (a) pay, declare or sattdpr such payment, any dividend or other disiitm (whether in cash, property or other
securities) on shares of capital stock other thaidehds on shares of Common Stock solely in tmefof additional shares of Common St
or (b) directly or indirectly or through any suhisiy make any other payment or distribution in extpof its capital stock except for
distributions pursuant to any shareholders' rigkas which is approved by a majority of the Borrowelisinterested directors.
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2.2 Restriction on Stock Repurchases. So longeaBdthrower shall have any obligation under thisé\diie Borrower shall not without the
Holder's written consent redeem, repurchase ometie acquire (whether for cash or in exchangefoperty or other securities or otherw

in any one transaction or series of related trafmacany shares of capital stock of the Borrowesrty warrants, rights or options to purchase
or acquire any such shares.

2.3 Borrowings. So long as the Borrower shall hawg obligation under this Note, the Borrower shall, without the Holder's written
consent, create, incur, assume or suffer to erigtiability for borrowed money, except (a) borroygs in existence or committed on the date
hereof and of which the Borrower has informed Hpoldenriting prior to the date hereof, (b) indehteds to trade creditors or financial
institutions incurred in the ordinary course ofiness or (c) borrowings, the proceeds of whichldfelsed to repay this Note.

2.4 Sale of Assets. So long as the Borrower slaaktany obligation under this Note, the Borrowellstot, without the Holder's written
consent, sell, lease or otherwise dispose of amjif&iant portion of its assets outside the ordinaurse of business. Any consent to the
disposition of any assets may be conditioned gueaified use of the proceeds of disposition.

2.5 Advances and Loans. So long as the Borrowdk Istaze any obligation under this Note, the Borrowskeall not, without the Holder's
written consent, lend money, give credit or makeaades to any person, firm, joint venture or coation, including, without limitation,
officers, directors, employees, subsidiaries afitizaés of the Borrower, except loans, creditadvances (a) in existence or committed or
date hereof and which the Borrower has informediklioin writing prior to the date hereof, (b) madetie ordinary course of business or (c)
not in excess of $50,000.

2.6 Contingent Liabilities. So long as the Borrowkall have any obligation under this Note, therBaer shall not, without the Holder's
written consent, which shall not be unreasonabthléld, assume, guarantee, endorse, contingerntbe &g purchase or otherwise become
liable upon the obligation of any person, firm,tparship, joint venture or corporation, except fiy €ndorsement of negotiable instruments
for deposit or collection and except assumptiongrantees, endorsements and contingencies (aisteese or committed on the date hereof
and which the Borrower has informed Holder in vagtiprior to the date hereof, and (b) similar tratisas in the ordinary course of business.

ARTICLE Ill. EVENTS OF DEFAULT
If any of the following events of default (each, &vent of Default") shall occur:

3.1 Failure to Pay Principal or Interest. The Bareofails to pay the principal hereof or interdstreon when due on this Note, whether at
maturity, upon a Trading Market Prepayment Evemspant to Section 1.7, upon acceleration or othssrwi
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3.2 Conversion and the Shares. The Borrower failssue shares of Common Stock to the Holder (noances or threatens that it will not
honor its obligation to do so) upon exercise byHodder of the conversion rights of the Holder acardance with the terms of this Note (fi
period of at least sixty

(60) days, if such failure is solely as a resulthaf circumstances governed by Section 1.3 anBdhewer is using its best efforts to autho

a sufficient number of shares of Common Stock as s@ practicable), fails to transfer or causerdtssfer agent to transfer (electronically or
in certificated form) any certificate for sharesGdmmon Stock issued to the Holder upon conversi@r otherwise pursuant to this Note as
and when required by this Note or the RegistraRights Agreement, or fails to remove any restreefegend (or to withdraw any stop
transfer instructions in respect thereof) on amntifaeate for any shares of Common Stock issuetthéoHolder upon conversion of or
otherwise pursuant to this Note as and when redjtiyethis Note or the Registration Rights Agreen{enimakes any announcement,
statement or threat that it does not intend to htim® obligations described in this paragraph)amgsuch failure shall continue uncured (or
any announcement, statement or threat not to hitgobligations shall not be rescinded in writifigg) ten (10) days after the Borrower shall
have been notified thereof in writing by the Holder

3.3 Failure to Timely File Registration or Effecedistration. The Borrower fails to file the Regigton Statement within sixty (60) days
following the Closing Date (as defined in the Paisd Agreement) or obtain effectiveness with theies and Exchange Commission of
the Registration Statement within one hundredytHivte (135) days following the Closing Date (adided in the Purchase Agreement) or
such Registration Statement lapses in effect (ess@mnnot otherwise be made thereunder effeatiiether by reason of the Borrower's
failure to amend or supplement the prospectus deelitherein in accordance with the RegistratiorhRig\greement or otherwise) for more
than ten (10) consecutive days or twenty (20) daygsy twelve month period after the Registratitat&ment becomes effective;

3.4 Breach of Covenants. The Borrower breachesratgrial covenant or other material term or condittontained in Sections 1.3, 1.6 or
of this Note, or Sections 4(c), 4(e), 4(h), 4((j) 4r 5 of the Purchase Agreement and such breantinues for a period of ten (10) days after
written notice thereof to the Borrower from the Higd;

3.5 Breach of Representations and Warranties. Apgesentation or warranty of the Borrower madeiherein any agreement, statement or
certificate given in writing pursuant hereto orcmnnection herewith (including, without limitatiotihe Purchase Agreement and the
Registration Rights Agreement), shall be false mleading in any material respect when made andithach of which has (or with the
passage of time will have) a material adverse efiadhe rights of the Holder with respect to tNste, the Purchase Agreement or the
Registration Rights Agreement;

3.6 Receiver or Trustee. The Borrower or any sudsicf the Borrower shall make an assignmentlfiiertienefit of creditors, or apply for or
consent to the appointment of a receiver or trufsteg or for a substantial part of its propertylmsiness, or such a receiver or trustee shall
otherwise be appointed;
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3.7 Judgments. Any money judgment, writ or simdescess shall be entered or filed against the Bar@r any subsidiary of the Borrower
or any of its property or other assets for more 0,000, and shall remain unvacated, unbondedsinyed for a period of twenty (20) days
unless otherwise consented to by the Holder, wbdstsent will not be unreasonably withheld;

3.8 Bankruptcy. Bankruptcy, insolvency, reorganaabr liquidation proceedings or other proceedifiggelief under any bankruptcy law or
any law for the relief of debtors shall be instity or against the Borrower or any subsidiarthefBorrower;

3.9 Delisting of Common Stock. The Borrower shall fo maintain the listing of the Common Stockairieast one of the OTCBB or an
equivalent replacement exchange, the Nasdaq Natibaxket, the Nasdag SmallCap Market, the New Y8t#ck Exchange, or the American
Stock Exchange; or

3.10 Default Under Other Notes. An Event of Defdals occurred and is continuing under any of theralotes issued pursuant to the
Purchase Agreement,

then, upon the occurrence and during the contionatf any Event of Default specified in Section, 32, 3.3, 3.4, 3.5, 3.7, 3.9, or 3.10, at
option of the Holders of a majority of the aggregatincipal amount of the outstanding Notes isquaduant to the Purchase Agreement
exercisable through the delivery of written noticghe Borrower by such Holders (the "Default Netj¢c and upon the occurrence of an Event
of Default specified in Section 3.6 or 3.8, the &oshall become immediately due and payable anBdhewer shall pay to the Holder, in

full satisfaction of its obligations hereunder,anount equal to the greater of (i) 130% times tha ef (w) the then outstanding principal
amount of this Note plus (x) accrued and unpaieregt on the unpaid principal amount of this Notéhe date of payment (the "Mandatory
Prepayment Date") plus (y) Default Interest, if aoy the amounts referred to in clauses (w) angjoplus (z) any amounts owed to the
Holder pursuant to Sections 1.3 and 1.4(g) hereplissuant to Section 2(c) of the Registration Righgreement (the then outstanding
principal amount of this Note to the date of payhq@ns the amounts referred to in clauses (x)atd

(z) shall collectively be known as the "Default Syior (i) the "parity value" of the Default Sum be prepaid, where parity value means (a)
the highest number of shares of Common Stock issugdon conversion of or otherwise pursuant to ddefault Sum in accordance with
Article |, treating the Trading Day immediately pegling the Mandatory Prepayment Date as the "CsimreDate" for purposes of
determining the lowest applicable Conversion Prirdess the Default Event arises as a result oféadh in respect of a specific Conversion
Date in which case such Conversion Date shall e€tmversion Date), multiplied by (b) the highekidihg Price for the Common Stock
during the period beginning on the date of firstumeence of the Event of Default and ending onepléyr to the Mandatory Prepayment D
(the "Default Amount") and all other amounts pagaféreunder shall immediately become due and payablwithout demand, presentment
or notice, all of which hereby are expressly wajwedether with all costs, including, without limiton, legal fees and expenses, of collection,
and the Holder shall be entitled to exercise &lkotights and remedies available at law or in tyqlfithe Borrower fails to pay the Default
Amount within five (5) business days of written igetthat such amount is due and payable, then theershall have the right at any time, so
long as the Borrower remains in default (and sg land to the extent that there are sufficient aigbd shares), to require the Borrower, u
written notice, to immediately issue, in lieu oétBefault Amount, the number of shares of CommartiSof the Borrower equal to the
Default Amount divided by the Conversion Price tireeffect.
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ARTICLE IV. MISCELLANEOUS

4.1 Failure or Indulgence Not Waiver. No failuredalay on the part of the Holder in the exercisarof power, right or privilege hereunder
shall operate as a waiver thereof, nor shall anglsior partial exercise of any such power, righprivilege preclude other or further exercise
thereof or of any other right, power or privilegéd.rights and remedies existing hereunder arewative to, and not exclusive of, any rights
or remedies otherwise available.

4.2 Notices. Any notice herein required or pernditte be given shall be in writing and may be peadlgrserved or delivered by courier or
sent by United States mail and shall be deemede heen given upon receipt if personally servdddshall include telephone line
facsimile transmission) or sent by courier or th{@edays after being deposited in the United Statail, certified, with postage pre-paid and
properly addressed, if sent by mail. For the puepdeereof, the address of the Holder shall be @srsbn the records of the Borrower; and
the address of the Borrower shall be 4625 Creekdirive, Suite 100, Research Triangle Park, DurHd@1 27703, facsimile number: (919)
474-9712. Both the Holder and the Borrower may geahe address for service by service of writteticedo the other as herein provided.

4.3 Amendments. This Note and any provision heneayf only be amended by an instrument in writingietyby the Borrower and the
Holder. The term "Note" and all reference thera®used throughout this instrument, shall meanirsisument (and the other Notes issued
pursuant to the Purchase Agreement) as originatigwted, or if later amended or supplemented, 8s3p amended or supplemented.

4.4 Assignability. This Note shall be binding upgbe Borrower and its successors and assigns, atidralre to be the benefit of the Holder
and its successors and assigns. Each transfetisis dfote must be an "accredited investor" (asngefiin Rule 501(a) of the 1933 Act).
Notwithstanding anything in this Note to the congrahis Note may be pledged as collateral in catina with a bona fide margin account
other lending arrangement.

4.5 Cost of Collection. If default is made in theyment of this Note, the Borrower shall pay theddolhereof costs of collection, including
reasonable attorneys' fees.

4.6 Governing Law. THIS NOTE SHALL BE ENFORCED, GERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS
OF THE STATE OF NEW YORK APPLICABLE TO AGREEMENTSADE AND TO BE PERFORMED ENTIRELY WITHIN SUCH
STATE, WITHOUT REGARD TO THE PRINCIPLES OF CONFLIGJF LAWS. THE BORROWER HEREBY SUBMITS TO THE
EXCLUSIVE JURISDICTION OF THE UNITED STATES FEDERACOURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS NOTE, THEGREEMENTS ENTERED INTO IN CONNECTION HEREWITH
OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBBOTH PARTIES IRREVOCABLY WAIVE THE DEFENSE OF
AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH SIO OR PROCEEDING. BOTH PARTIES FURTHER AGREE
THAT SERVICE OF PROCESS UPON A PARTY MAILED BY FIRSCLASS MAIL SHALL BE DEEMED IN EVERY RESPECT
EFFECTIVE SERVICE OF PROCESS UPON THE PARTY IN AI$YCH SUIT OR PROCEEDING. NOTHING HEREIN SHALL
AFFECT EITHER PARTY'S RIGHT TO SERVE PROCESS IN ANDTHER MANNER PERMITTED BY LAW. BOTH PARTIES
AGREE THAT A FINAL NON-APPEALABLE JUDGMENT IN ANY $JCH SUIT OR PROCEEDING SHALL BE CONCLUSIVE AND
MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ONUECH JUDGMENT OR IN ANY OTHER LAWFUL MANNER. THE
PARTY WHICH DOES NOT PREVAIL IN ANY DISPUTE ARISINGNDER THIS NOTE SHALL BE RESPONSIBLE FOR ALL FEES
AND EXPENSES, INCLUDING ATTORNEYS' FEES, INCURREDYBITHE PREVAILING PARTY IN CONNECTION WITH SUCH
DISPUTE.
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4.7 Certain Amounts. Whenever pursuant to this KNudeBorrower is required to pay an amount in exaédghe outstanding principal amount
(or the portion thereof required to be paid at thae) plus accrued and unpaid interest plus Défatgrest on such interest, the Borrower and
the Holder agree that the actual damages to thddrfdom the receipt of cash payment on this Nodg be difficult to determine and the
amount to be so paid by the Borrower represenisiatied damages and not a penalty and is interdegnbpensate the Holder in part for loss
of the opportunity to convert this Note and to eameturn from the sale of shares of Common Stogkiaed upon conversion of this Note
price in excess of the price paid for such shamesyant to this Note. The Borrower and the Holdeehy agree that such amount of stipul
damages is not plainly disproportionate to the ibbs$oss to the Holder from the receipt of a cpaiment without the opportunity to convert
this Note into shares of Common Stock.

4.8 Allocations of Maximum Share Amount and Resérenount. The Maximum Share Amount and Reserved dmhshall be allocated pro
rata among the Holders of Notes based on the pahaimount of such Notes issued to each Holdeh Earease to the Maximum Share
Amount and Reserved Amount shall be allocated at@ among the Holders of Notes based on the pehaipount of such Notes held by
each Holder at the time of the increase in the khaxn Share Amount or Reserved Amount. In the evéitlder shall sell or otherwise
transfer any of such Holder's Notes, each transfehall be allocated a pro rata portion of suchstieror's Maximum Share Amount and
Reserved Amount. Any portion of the Maximum Sharecint or Reserved Amount which remains allocateahipperson or entity which
does not hold any Notes shall be allocated to¢h®aming Holders of Notes, pro rata based on theipal amount of such Notes then helc
such Holders.

4.9 Damages Shares. The shares of Common Stocin#tyabe issuable to the Holder pursuant to Secticdisnd 1.4(g) hereof and pursuant
to Section 2(c) of the Registration Rights Agreeh{@idamages Shares") shall be treated as Commaik &suable upon conversion of this
Note for all purposes hereof and shall be subgeatltof the limitations and afforded all of thghis of the other shares of Common St
issuable hereunder, including without limitatiome tright to be included in the Registration Stateinfieed pursuant to the Registration Rights
Agreement. For purposes of calculating interesapbgyon the outstanding principal amount hereafepkas otherwise provided herein,
amounts convertible into Damages Shares ("DamagesuAts”) shall not bear interest but must be cdedeaprior to the conversion of any
outstanding principal amount hereof, until the tariding Damages Amounts is zero.
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4.10 Denominations. At the request of the Holdpnrusurrender of this Note, the Borrower shall gotynissue new Notes in the aggregate
outstanding principal amount hereof, in the formelé in such denominations of at least $50,00thadHolder shall request.

4.11 Purchase Agreement. By its acceptance ofNibiig, each Holder agrees to be bound by the ajdi¢carms of the Purchase Agreement.

4.12 Notice of Corporate Events. Except as otherpisvided below, the Holder of this Note shall&dawe rights as a Holder of Common
Stock unless and only to the extent that it corsviinis Note into Common Stock. The Borrower shedvjile the Holder with prior notificatic
of any meeting of the Borrower's shareholders @pdes of proxy materials and other informationtsershareholders). In the event of any
taking by the Borrower of a record of its shareloddfor the purpose of determining shareholders aveeentitled to receive payment of any
dividend or other distribution, any right to subiberfor, purchase or otherwise acquire (includigguay of merger, consolidation,
reclassification or recapitalization) any sharewy class or any other securities or propertypaeteive any other right, or for the purpose of
determining shareholders who are entitled to wotgohnection with any proposed sale, lease or g@anee of all or substantially all of the
assets of the Borrower or any proposed liquidatiissolution or winding up of the Borrower, the Biwer shall mail a notice to the Holder,
at least twenty (20) days prior to the record datecified therein (or thirty (30) days prior to tensummation of the transaction or event,
whichever is earlier), of the date on which anytstecord is to be taken for the purpose of suclddind, distribution, right or other event, ¢
a brief statement regarding the amount and charatsich dividend, distribution, right or otheres to the extent known at such time. The
Borrower shall make a public announcement of amnevequiring notification to the Holder hereundebstantially simultaneously with the
notification to the Holder in accordance with teents of this Section 4.12.

4.13 Remedies. The Borrower acknowledges thatachrby it of its obligations hereunder will causeparable harm to the Holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Borrowerremkledges that the remedy at law for a
breach of its obligations under this Note will badequate and agrees, in the event of a breatheaténed breach by the Borrower of the
provisions of this Note, that the Holder shall inéiteed, in addition to all other available remesiag law or in equity, and in addition to the
penalties assessable herein, to an injunctionjonétions restraining, preventing or curing anyaute of this Note and to enforce specifically
the terms and provisions thereof, without the ngitesf showing economic loss and without any bondther security being required.
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ARTICLE V. CALL OPTION

5.1 Call Option. Notwithstanding anything to thentrary contained in this Article V, so long asr{@ Event of Default or Trading Market
Prepayment Event shall have occurred and be cangin(ii) the Borrower has a sufficient number offeorized shares of Common Stock
reserved for issuance upon full conversion of tlo¢el, then at any time after the Issue Date, and

(iii) the Common Stock is trading at or below ${&r share, the Borrower shall have the right, égabte on not less than ten (10) Trading
Days prior written notice to the Holders of the 8®{which notice may not be sent to the Holdeth®MNotes until the Borrower is permitted
to prepay the Notes pursuant to this Section fol)repay all of the outstanding Notes in accordamith this Section 5.1. Any notice of
prepayment hereunder (an "Optional Prepayment’) bbalelivered to the Holders of the Notes atrthegistered addresses appearing on the
books and records of the Borrower and shall stgtéh@t the Borrower is exercising its right toag all of the Notes issued on the Issue |
and (2) the date of prepayment (the "Optional Rneymant Notice"). On the date fixed for prepaymehe(tOptional Prepayment Date"), the
Borrower shall make payment of the Optional PrepaynAmount (as defined below) to or upon the oafehe Holders as specified by the
Holders in writing to the Borrower at least one Iflisiness day prior to the Optional Prepayment.Datke Borrower exercises its right to
prepay the Notes, the Borrower shall make payneetite holders of an amount in cash (the "Optiomapyment Amount") equal to either
125% (for prepayments occurring within thirty (2B@Jys of the Issue Date), (ii) 135% for prepaymecturring between thirty-one (31) and
sixty (60) days of the Issue Date, or (iii) 145%r (brepayments occurring after the sixtieth (6@dy following the Issue Date), multiplied by
the sum of (w) the then outstanding principal amairthis Note plus (x) accrued and unpaid intecgsthe unpaid principal amount of this
Note to the Optional Prepayment Date plus (y) Defaterest, if any, on the amounts referred tolauses (w) and (x) plus (z) any amot
owed to the Holder pursuant to Sections 1.3 angyjl Rereof or pursuant to Section 2(c) of the Reafimn Rights Agreement (the then
outstanding principal amount of this Note to théedzf payment plus the amounts referred to in @ayg), (y) and (z) shall collectively be
known as the "Optional Prepayment Sum"). Notwithdiag notice of an Optional Prepayment, the Hold&! at all times prior to the
Optional Prepayment Date maintain the right to eshall or any portion of the Notes in accordandg rticle | and any portion of Notes so
converted after receipt of an Optional Prepaymeatidg and prior to the Optional Prepayment Datdath in such notice and payment of
aggregate Optional Prepayment Amount shall be dedioom the principal amount of Notes which arfeepivise subject to prepayment
pursuant to such notice. If the Borrower delivarptional Prepayment Notice and fails to pay tiptidhal Prepayment Amount due to the
Holders of the Notes within two (2) business dajkfving the Optional Prepayment Date, the Borrosleall forever forfeit its right to
redeem the Notes pursuant to this Section 5.1.
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5.2 Partial Call Option. Notwithstanding anythimgtihe contrary contained in this Article V, in teent that the Average Daily Price of the
Common Stock, as reported by the Reporting Serfacesach day of the month ending on any DeterrondDate is below the Initial Market
Price, the Borrower may, at its option, prepay #ipo of the outstanding principal amount of thet&equal to the principal amount hereof
divided by thirtysix (36) plus one month's interest. The term "&hikilarket Price" means shall mean the volume weijlaiverage price of tl
Common Stock for the five (5) Trading Days immeeliapreceding the Closing which is $.06. The teRegorting Service" means a reliable
reporting service mutually acceptable to and haféen designated by the Holder.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has caused this Notkd signed in its name by its duly authorizedceffithis 24th day of October,
2005.

CYBERLUX CORPORATION

By: /'s/ DONALD EVANS

Donal d Evans
Chi ef Executive O ficer
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Exhibit 4.4

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVNEOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE "ACT"). THE SECURITIES MAY NDBE SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCEO
AN EFFECTIVE REGISTRATION STATEMENT FOR THE SECURHS UNDER SAID ACT, OR AN OPINION OF COUNSEL IN
FORM, SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS GBUNSEL IN COMPARABLE TRANSACTIONS THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR UNIES SOLD PURSUANT TO RULE 144 OR REGULATION S
UNDER SAID ACT.

CALLABLE SECURED CONVERTIBLE NOTE

Durham, North Carolina
October 24, 2005 $97,600

FOR VALUE RECEIVED, CYBERLUX CORPORATION, a Nevadarporation (hereinafter called the "Borrower")rét®y promises to pay
to the order of AJW Partners, LLC or registeredgass(the "Holder") the sum of $97,600, on Octabér2008 (the "Maturity Date"), and to
pay interest on the unpaid principal balance heaétlie rate of ten percent (10%) (the "IntereseRger annum from October 24, 2005 (the
"Issue Date") until the same becomes due and payatlether at maturity or upon acceleration or f®ppyment or otherwise. Any amoun
principal or interest on this Note which is notgaihen due shall bear interest at the rate ofdfiftpercent (15%) per annum from the due date
thereof until the same is paid ("Default Interesitiferest shall commence accruing on the Issue,B&tll be computed on the basis of a 365-
day year and the actual number of days elapsedtmitibe payable quarterly provided that no intesball be due and payable for any month
in which the Trading Price (as such term is defihetbw) is greater than $.0375 for each Trading @a&ysuch term is defined below) of the
month. All payments due hereunder (to the extehtanverted into common stock, $.001 par valuespare (the "Common Stock") in
accordance with the terms hereof) shall be madmaful money of the United States of America. Adlynents shall be made at such address
as the Holder shall hereafter give to the Borrolaewritten notice made in accordance with the mimris of this Note. Whenever any amc
expressed to be due by the terms of this Noteesotiuany day which is not a business day, the stmléinstead be due on the next
succeeding day which is a business day and, inake of any interest payment date which is notitte on which this Note is paid in full, t
extension of the due date thereof shall not bertéikt® account for purposes of determining the amofiinterest due on such date. As use
this Note, the term "business day" shall mean ayyailher than a Saturday, Sunday or a day on wddoimercial banks in the city of New
York, New York are authorized or required by lanesecutive order to remain closed. Each capitalieeth used herein, and not otherwise
defined, shall have the meaning ascribed theretioaincertain Securities Purchase Agreement, dattober 24, 2005, pursuant to which this
Note was originally issued (the "Purchase Agreef)e



This Note is free from all taxes, liens, claims amg¢umbrances with respect to the issue thereo$kaltinot be subject to preemptive right
other similar rights of shareholders of the Borrowaed will not impose personal liability upon thaldier thereof. The obligations of the
Borrower under this Note shall be secured by teetamn Security Agreement and Intellectual Prop&egurity Agreement, each dated
October 24, 2005 by and between the Borrower aadHtiider.

The following terms shall apply to this Note:
ARTICLE |I. CONVERSION RIGHTS

1.1 Conversion Right. The Holder shall have thatrfgom time to time, and at any time on or priothe earlier of (i) the Maturity Date and
(i) the date of payment of the Default Amount ¢idined in Article 1ll) pursuant to Section 1.6¢@)Article Ill, the Optional Prepayment
Amount (as defined in Section 5.1 or any paymentsymnt to Section 1.7, each in respect of the irentpoutstanding principal amount of
this Note to convert all or any part of the outstiag and unpaid principal amount of this Note ifutthy paid and non-assessable shares of
Common Stock, as such Common Stock exists on the [Bate, or any shares of capital stock or otheurgties of the Borrower into which
such Common Stock shall hereafter be changed @ssfied at the conversion price (the "Converd$toice") determined as provided herein
(a "Conversion"); provided, however, that in nomvghall the Holder be entitled to convert any jporbf this Note in excess of that portion
of this Note upon conversion of which the sum ¢ftfle number of shares of Common Stock benefic@alimed by the Holder and its
affiliates (other than shares of Common Stock winiay be deemed beneficially owned through the osimprof the unconverted portion of
the Notes or the unexercised or unconverted podi@ny other security of the Borrower (includimgthout limitation, the warrants issued
the Borrower pursuant to the Purchase Agreemebigstto a limitation on conversion or exerciselagaus to the limitations contained
herein) and (2) the number of shares of Commonk3sstiable upon the conversion of the portion &f Note with respect to which the
determination of this proviso is being made, waasult in beneficial ownership by the Holder arsdaiffiliates of more than 4.99% of the
outstanding shares of Common Stock and providetiduthat the Holder shall not be entitled to cahaey portion of this Note during any
month immediately succeeding a Determination Datevbich the Borrower exercises its prepayment oppiorsuant to Section 5.2 of this
Note. For purposes of the proviso to the immedygte¢ceding sentence, beneficial ownership shatldtermined in accordance with Sect
13(d) of the Securities Exchange Act of 1934, asrathad, and Regulations 13D-G thereunder, excepthaswise provided in clause (1) of
such proviso. The number of shares of Common Stoble issued upon each conversion of this Notd bhaletermined by dividing the
Conversion Amount (as defined below) by the applie&onversion Price then in effect on the datei§ipe in the notice of conversion, in
the form attached hereto as Exhibit A (the "NotE€onversion"), delivered to the Borrower by theldter in accordance with Section 1.4
below; provided that the Notice of Conversion ibrsitted by facsimile (or by other means resultimngar reasonably expected to result in,
notice) to the Borrower before 6:00 p.m., New YadYlew York time on such conversion date (the "Cosiggr Date"). The term "Conversion
Amount" means, with respect to any conversion if Hote, the sum of (1) the principal amount o§tNibte to be converted in such
conversion plus (2) accrued and unpaid interesiyf on such principal amount at the interessrptevided in this Note to the Conversion
Date plus (3) Default Interest, if any, on the amtsueferred to in the immediately preceding clauyd¢ and/or (2) plus (4) at the Holder's
option, any amounts owed to the Holder pursuafetctions 1.3 and 1.4(g) hereof or pursuant to &e&fc) of that certain Registration
Rights Agreement, dated as of October 24, 2005w&d in connection with the initial issuance aétRote and the other Notes issued on the
Issue Date (the "Registration Rights Agreementhe Term "Determination Date" means the last busidey of each month after the Issue
Date.



1.2 Conversion Price.

(a) Calculation of Conversion Price. The Converdtoice shall be the lesser of (i) the Variable Gasion Price (as defined herein) and

(i) the Fixed Conversion Price (as defined herélpject, in each case, to equitable adjustmentstdéck splits, stock dividends or rights
offerings by the Borrower relating to the Borrowsesecurities or the securities of any subsidiarthefBorrower, combinations,
recapitalization, reclassifications, extraordindistributions and similar events). The "Variablen@ersion Price" shall mean the Applicable
Percentage (as defined herein) multiplied by thelkgtaPrice (as defined herein). "Market Price" netire average of the lowest three (3)
Trading Prices (as defined below) for the Commarcsturing the twenty (20) Trading Day period ergdime Trading Day prior to the date
the Conversion Notice is sent by the Holder toBberower via facsimile (the "Conversion Date"). &fiing Price" means, for any security as
of any date, the intraday trading price on the @terCounter Bulletin Board (the "OTCBB") as reparby a reliable reporting service
mutually acceptable to and hereafter designatddddgers of a majority in interest of the Notes dimel Borrower or, if the OTCBB is not the
principal trading market for such security, theaday trading price of such security on the priatgecurities exchange or trading market
where such security is listed or traded or, if mwaiday trading price of such security is availablany of the foregoing manners, the average
of the intraday trading prices of any market makersuch security that are listed in the "pinketise by the National Quotation Bureau, Inc.
If the Trading Price cannot be calculated for sseturity on such date in the manner provided alibeeTrading Price shall be the fair mai
value as mutually determined by the Borrower amdhtbiders of a majority in interest of the Notembeonverted for which the calculation
of the Trading Price is required in order to defeerthe Conversion Price of such Notes. "Trading"Bhall mean any day on which the
Common Stock is traded for any period on the OTC&R)n the principal securities exchange or otkeusties market on which the
Common Stock is then being traded. "Applicable Eetage" shall mean 50.0%. The "Fixed ConversiocePshall mean $.06.
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(b) Conversion Price During Major Announcementstwitiistanding anything contained in Section 1.2¢athe contrary, in the event the
Borrower (i) makes a public announcement thatténds to consolidate or merge with any other caipam (other than a merger in which the
Borrower is the surviving or continuing corporatiamnd its capital stock is unchanged) or sell ardfer all or substantially all of the assets of
the Borrower or (ii) any person, group or entityc{uding the Borrower) publicly announces a teraféer to purchase 50% or more of the
Borrower's Common Stock (or any other takeover me)dgthe date of the announcement referred toainsd (i) or (i) is hereinafter referred
to as the "Announcement Date"), then the ConverBiace shall, effective upon the Announcement Raig continuing through the Adjusted
Conversion Price Termination Date (as defined bgltwe equal to the lower of (x) the Conversion €ridhich would have been applicable

a Conversion occurring on the Announcement Date(gnthe Conversion Price that would otherwiserbeffect. From and after the Adjus
Conversion Price Termination Date, the ConversinoePshall be determined as set forth in this

Section 1.2(a). For purposes hereof, "Adjusted @osion Price Termination Date" shall mean, witlpees to any proposed transaction or
tender offer (or takeover scheme) for which a pubinouncement as contemplated by this Sectiob)lh2g been made, the date upon which
the Borrower (in the case of clause

(i) above) or the person, group or entity (in thse of clause (ii) above) consummates or publichoances the termination or abandonment
of the proposed transaction or tender offer (oetaler scheme) which caused this Section 1.2(bg¢torne operative.

1.3 Authorized Shares. Subject to the Stockholgmréval (as defined in the Agreement), the Borroemrenants that during the period the
conversion right exists, the Borrower will reseft@m its authorized and unissued Common Stock ficgerit number of shares, free from
preemptive rights, to provide for the issuance ofm@hon Stock upon the full conversion of this Nate ¢he other Notes issued pursuant to
the Purchase Agreement. The Borrower is requiredl Hitnes to have authorized and reserved twogithe number of shares that is actually
issuable upon full conversion of the Notes (basethe Conversion Price of the Notes or the Exereisee of the Warrants in effect from til
to time) (the "Reserved Amount"). The Reserved Antahall be increased from time to time in accooganith the Borrower's obligations
pursuant to Section 4(h) of the Purchase Agreerniémt.Borrower represents that upon issuance, swes will be duly and validly issued,
fully paid and non-assessable. In addition, ifBoerower shall issue any securities or make anygédo its capital structure which would
change the number of shares of Common Stock intchathe Notes shall be convertible at the thenestr€onversion Price, the Borrower
shall at the same time make proper provision sbttieaeafter there shall be a sufficient numbeshares of Common Stock authorized and
reserved, free from preemptive rights, for conv@rsif the outstanding Notes. The Borrower (i) ackieages that it has irrevocably
instructed its transfer agent to issue certificéeshe Common Stock issuable upon conversiohisfXote, and (ii) agrees that its issuanc
this Note shall constitute full authority to itSicers and agents who are charged with the dugxetuting stock certificates to execute and
issue the necessary certificates for shares of Gotock in accordance with the terms and conditimfrthis Note.
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If, at any time a Holder of this Note submits a idetof Conversion, and the Borrower does not hadiécgent authorized but unissued shares
of Common Stock available to effect such conversiosccordance with the provisions of this Artita "Conversion Default"), subject to
Section 4.8, the Borrower shall issue to the Holdeof the shares of Common Stock which are thezilable to effect such conversion. The
portion of this Note which the Holder included isa Conversion Notice and which exceeds the amouithwis then convertible into available
shares of Common Stock (the "Excess Amount") shatlyithstanding anything to the contrary contaihedein, not be convertible into
Common Stock in accordance with the terms heretilf (@md at the Holder's option at any time aft&® date additional shares of Common
Stock are authorized by the Borrower to permit stativersion, at which time the Conversion Priceegpect thereof shall be the lesser of (i)
the Conversion Price on the Conversion Default Dasedefined below) and (ii) the Conversion Prindhee Conversion Date thereafter
elected by the Holder in respect thereof. In addijtthe Borrower shall pay to the Holder payments

("Conversion Default Payments") for a ConversiorfdDé# in the amount of (x)

the sum of (1) the then outstanding principal antadithis Note plus (2) accrued and unpaid inteoesthe unpaid principal amount of this
Note through the Authorization Date (as definedilplus (3) Default Interest, if any, on the amizureferred to in clauses (1) and/or |
multiplied by (y) .24, multiplied by (z) (N/365),lvere N = the number of days from the day the haddemits a Notice of Conversion giving
rise to a Conversion Default (the "Conversion DifBxate") to the date (the "Authorization Date"aththe Borrower authorizes a sufficient
number of shares of Common Stock to effect conwarsf the full outstanding principal balance okthote. The Borrower shall use its best
efforts to authorize a sufficient number of shasE€ommon Stock as soon as practicable followirgdhrlier of (i) such time that the Holder
notifies the Borrower or that the Borrower othemvilecomes aware that there are or likely will sifficient authorized and unissued shares
to allow full conversion thereof and (ii) a ConviersDefault. The Borrower shall send notice to lthader of the authorization of additional
shares of Common Stock, the Authorization Datethechmount of Holder's accrued Conversion Defaajinfents. The accrued Conversion
Default Payments for each calendar month shalldie ip cash or shall be convertible into CommorcEt@t such time as there are sufficient
authorized shares of Common Stock) at the appkc@bhversion Price, at the Borrower's option, #evis:

(@) In the event Holder elects to take such paynmecash, cash payment shall be made to Holdehdyifth (5th) day of the month following
the month in which it has accrued; and

(b) In the event Holder elects to take such payrre@ommon Stock, the Holder may convert such paytraeount into Common Stock at
the Conversion Price (as in effect at the timeavfversion) at any time after the fifth day of thenth following the month in which it has
accrued in accordance with the terms of this Agtlg{so long as there is then a sufficient numbberuthorized shares of Common Stock).

The Holder's election shall be made in writinghte Borrower at any time prior to 6:00 p.m., New K,ddew York time, on the third day of
the month following the month in which Conversioafult payments have accrued. If no election isendte Holder shall be deemed to
have elected to receive cash. Nothing herein §hatlithe Holder's right to pursue actual damagdeslfe extent in excess of the Conversion
Default Payments) for the Borrower's failure to mtain a sufficient number of authorized shares @i@on Stock, and each holder shall
have the right to pursue all remedies availablawtor in equity (including degree of specific pgrhance and/or injunctive relief).
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1.4 Method of Conversion.

(a) Mechanics of Conversion. Subject to Sectionthis Note may be converted by the Holder in whalén part at any time from time to

time after the Issue Date, by (A) submitting to Bwrower a Notice of Conversion (by facsimile diner reasonable means of communication
dispatched on the Conversion Date prior to 6:00,pNew York, New York time) and (B) subject to

Section 1.4(b), surrendering this Note at the ppilooffice of the Borrower.

(b) Surrender of Note Upon Conversion. Notwithstaganything to the contrary set forth herein, uponversion of this Note in accordance
with the terms hereof, the Holder shall not be meglto physically surrender this Note to the Bareo unless the entire unpaid principal
amount of this Note is so converted. The Holder taedBorrower shall maintain records showing thegypal amount so converted and the
dates of such conversions or shall use such oth#rad, reasonably satisfactory to the Holder aedBthrrower, so as not to require physical
surrender of this Note upon each such conversiothd event of any dispute or discrepancy, sucbrdscof the Borrower shall be controlling
and determinative in the absence of manifest elotwithstanding the foregoing, if any portion bfs Note is converted as aforesaid, the
Holder may not transfer this Note unless the Hofitst physically surrenders this Note to the Baren, whereupon the Borrower will
forthwith issue and deliver upon the order of tr@dér a new Note of like tenor, registered as thé&ler (upon payment by the Holder of any
applicable transfer taxes) may request, represgitithe aggregate the remaining unpaid principabant of this Note. The Holder and any
assignee, by acceptance of this Note, acknowleddeagree that, by reason of the provisions ofgihisigraph, following conversion of a
portion of this Note, the unpaid and unconvertédgpal amount of this Note represented by thiseNofy be less than the amount stated on
the face hereof.

(c) Payment of Taxes. The Borrower shall not beireg to pay any tax which may be payable in respkany transfer involved in the issue
and delivery of shares of Common Stock or otheuistées or property on conversion of this Note inaane other than that of the Holder (c
street name), and the Borrower shall not be reduoéssue or deliver any such shares or other#iesuor property unless and until the
person or persons (other than the Holder or theodigs in whose street name such shares are teltddr the Holder's account) requesting
the issuance thereof shall have paid to the Bonrdlmeeamount of any such tax or shall have estaddigo the satisfaction of the Borrower-
such tax has been paid.

(d) Delivery of Common Stock Upon Conversion. Upeoeipt by the Borrower from the Holder of a fadsntransmission (or other
reasonable means of communication) of a Noticearfv@rsion meeting the requirements for convers®pravided in this Section 1.4, the
Borrower shall issue and deliver or cause to heedsand delivered to or upon the order of the Hoteetificates for the Common Stock
issuable upon such conversion within two (2) bussr#ays after such receipt (and, solely in the ohsenversion of the entire unpaid
principal amount hereof, surrender of this Notecfssecond business day being hereinafter refésrad the "Deadline") in accordance with
the terms hereof and the Purchase Agreement (iimgudithout limitation, in accordance with the tégments of Section 2(g) of the
Purchase Agreement that certificates for shar€aimon Stock issued on or after the effective dathe Registration Statement upon
conversion of this Note shall not bear any restickegend).



(e) Obligation of Borrower to Deliver Common Stotkpon receipt by the Borrower of a Notice of Corsien, the Holder shall be deemed to
be the holder of record of the Common Stock issiapbn such conversion, the outstanding principelunt and the amount of accrued and
unpaid interest on this Note shall be reducedfteaesuch conversion, and, unless the Borroweaudtes on its obligations under this Article
all rights with respect to the portion of this Ndiging so converted shall forthwith terminate exdhp right to receive the Common Stock or
other securities, cash or other assets, as hem@idpd, on such conversion. If the Holder shalldhgiven a Notice of Conversion as provided
herein, the Borrower's obligation to issue andwelthe certificates for Common Stock shall be Alisand unconditional, irrespective of the
absence of any action by the Holder to enforcesimee, any waiver or consent with respect to anyigion thereof, the recovery of any
judgment against any person or any action to eaftite same, any failure or delay in the enforceraahy other obligation of the Borrow

to the holder of record, or any setoff, counterolaiecoupment, limitation or termination, or angdxh or alleged breach by the Holder of
obligation to the Borrower, and irrespective of alyer circumstance which might otherwise limitlsabligation of the Borrower to the
Holder in connection with such conversion. The Gaeion Date specified in the Notice of Conversibalisbe the Conversion Date so lon¢
the Notice of Conversion is received by the Bormoefore 6:00

p.m., New York, New York time, on such date.

(f) Delivery of Common Stock by Electronic Transfbr lieu of delivering physical certificates repeaiting the Common Stock issuable upon
conversion, provided the Borrower's transfer ageparticipating in the Depository Trust Compan®TC") Fast Automated Securities
Transfer ("FAST") program, upon request of the Holdnd its compliance with the provisions contaimefiection 1.1 and in this Section 1
the Borrower shall use its best efforts to causéréinsfer agent to electronically transmit the @am Stock issuable upon conversion to the
Holder by crediting the account of Holder's Printel&r with DTC through its Deposit Withdrawal Agedwmmission ("DWAC") system.

(g) Failure to Deliver Common Stock Prior to DeadliWithout in any way limiting the Holder's rigiotpursue other remedies, including
actual damages and/or equitable relief, the paatiese that if delivery of the Common Stock issaalgon conversion of this Note is more
than two (2) days after the Deadline (other théailare due to the circumstances described in

Section 1.3 above, which failure shall be govermgduch Section) the Borrower shall pay to the ldoBR,000 per day in cash, for each day
beyond the Deadline that the Borrower fails towdlisuch Common Stock. Such cash amount shallidgg#élolder by the fifth day of the
month following the month in which it has accruedat the option of the Holder (by written noticethe Borrower by the first day of the
month following the month in which it has accrueshall be added to the principal amount of thise\at which event interest shall accrue
thereon in accordance with the terms of this Not such additional principal amount shall be cofiblerinto Common Stock in accordance
with the terms of this Note.



1.5 Concerning the Shares. The shares of Commak &tsuable upon conversion of this Note may natdid or transferred unless (i) such
shares are sold pursuant to an effective registratiatement under the Act or (ii) the Borroweit®transfer agent shall have been furnished
with an opinion of counsel (which opinion shallibdorm, substance and scope customary for opinédr®unsel in comparable transactio

to the effect that the shares to be sold or traresfenay be sold or transferred pursuant to an pkemfrom such registration or (iii) such
shares are sold or transferred pursuant to Rulautidér the Act (or a successor rule) ("Rule 144'(ig such shares are transferred to an
"affiliate" (as defined in Rule 144) of the Borrowgho agrees to sell or otherwise transfer theeshanly in accordance with this

Section 1.5 and who is an Accredited Investor &fgdd in the Purchase Agreement). Except as othemrovided in the Purchase
Agreement (and subject to the removal provision$osth below), until such time as the shares ofm@wn Stock issuable upon conversion of
this Note have been registered under the Act aeogiated by the Registration Rights Agreementtbemmvise may be sold pursuant to Rule
144 without any restriction as to the number olsigies as of a particular date that can then bmeédtiately sold, each certificate for shares of
Common Stock issuable upon conversion of this Kwéhas not been so included in an effective tedien statement or that has not been
sold pursuant to an effective registration staterean exemption that permits removal of the leljeshall bear a legend substantially in the
following form, as appropriate:

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAWOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED. THE SECURITIES MAY NOT BE SOLDRANSFERRED OR ASSIGNED IN THE ABSENCE OF AN
EFFECTIVE REGISTRATION STATEMENT FOR THE SECURITIEBNDER SAID ACT, OR AN OPINION OF COUNSEL IN FORM,
SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS OF COURNSIN COMPARABLE TRANSACTIONS, THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT UNLESSOLD PURSUANT TO RULE 144 OR REGULATION S UNDER
SAID ACT."

The legend set forth above shall be removed anBdnewer shall issue to the Holder a new certtBdherefor free of any transfer legend if
(i) the Borrower or its transfer agent shall hageeived an opinion of counsel, in form, substamzkszope customary for opinions of counsel
in comparable transactions, to the effect thatldipsale or transfer of such Common Stock may bderwithout registration under the Act
and the shares are so sold or transferred, (i) slaider provides the Borrower or its transfer ageith reasonable assurances that the
Common Stock issuable upon conversion of this Kwotéhe extent such securities are deemed to heee &cquired on the same date) can be
sold pursuant to Rule 144 or (iii) in the casehaf Common Stock issuable upon conversion of thig Nauch security is registered for sale by
the Holder under an effective registration statenfiesd under the Act or otherwise may be sold parg to Rule 144 without any restriction

as to the number of securities as of a particudée that can then be immediately sold. Nothindnis Note shall (i) limit the Borrower's
obligation under the Registration Rights Agreenwer(ii) affect in any way the Holder's obligatiotsscomply with applicable prospectus
delivery requirements upon the resale of the seesrnieferred to herein.
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1.6 Effect of Certain Events.

(a) Effect of Merger, Consolidation, Etc. At thetiop of the Holder, the sale, conveyance or digpmsof all or substantially all of the assets
of the Borrower, the effectuation by the Borrowéadransaction or series of related transactionghich more than 50% of the voting power
of the Borrower is disposed of, or the consolidatimerger or other business combination of the @&wer with or into any other Person (as
defined below) or Persons when the Borrower isimetsurvivor shall either: (i) be deemed to be aeri of Default (as defined in Article 111)
pursuant to which the Borrower shall be requireddg to the Holder upon the consummation of ana @sndition to such transaction an
amount equal to the Default Amount (as defined iticke I1I) or (ii) be treated pursuant to Sectibb(b) hereof. "Person” shall mean any
individual, corporation, limited liability companpartnership, association, trust or other entitgrganization.

(b) Adjustment Due to Merger, Consolidation, Efcat any time when this Note is issued and outitanand prior to conversion of all of the
Notes, there shall be any merger, consolidatioohamge of shares, recapitalization, reorganizatioother similar event, as a result of wh
shares of Common Stock of the Borrower shall bexgkd into the same or a different number of shafesiother class or classes of stock or
securities of the Borrower or another entity, oca@se of any sale or conveyance of all or subsiintll of the assets of the Borrower other
than in connection with a plan of complete liquidatof the Borrower, then the Holder of this Nobkak thereafter have the right to receive
upon conversion of this Note, upon the basis arhulpe terms and conditions specified herein ar@inof the shares of Common Stock
immediately theretofore issuable upon conversiaohstock, securities or assets which the Holderdavbave been entitled to receive in si
transaction had this Note been converted in futhgdiately prior to such transaction (without reg@rény limitations on conversion set forth
herein), and in any such case appropriate pro\dsstiall be made with respect to the rights andeste of the Holder of this Note to the end
that the provisions hereof (including, without ltation, provisions for adjustment of the Converdiuite and of the number of shares isstL
upon conversion of the Note) shall thereafter h@ieable, as nearly as may be practicable in @b any securities or assets thereafter
deliverable upon the conversion hereof. The Borrashall not effect any transaction described is Bection 1.6(b) unless (a) it first gives
the extent practicable, thirty (30) days prior terit notice (but in any event at least fifteen (@&ys prior written notice) of the record date of
the special meeting of shareholders to approvi tbere is no such record date, the consummatipsuch merger, consolidation, exchange
of shares, recapitalization, reorganization or offimilar event or sale of assets (during whictetittne Holder shall be entitled to convert this
Note) and (b) the resulting successor or acquieimdy (if not the Borrower) assumes by writtentinment the obligations of this Secti
1.6(b). The above provisions shall similarly aptaysuccessive consolidations, mergers, sales féransr share exchanges.

(c) Adjustment Due to Distribution. If the Borrowshall declare or make any distribution of its &sger rights to acquire its assets) to hols

of Common Stock as a dividend, stock repurchaseydyyof return of capital or otherwise (includingyadividend or distribution to the
Borrower's shareholders in cash or shares (orgighacquire shares) of capital stock of a subsidize., a spin-off)) (a "Distribution™), then
the Holder of this Note shall be entitled, upon aogpversion of this Note after the date of recanddetermining shareholders entitled to such
Distribution, to receive the amount of such asedtich would have been payable to the Holder wipeet to the shares of Common Stock
issuable upon such conversion had such Holder theeimolder of such shares of Common Stock on therdedate for the determination of
shareholders entitled to such Distribution.



(d) Adjustment Due to Dilutive Issuance. If, at dimge when any Notes are issued and outstandied3tiirower issues or sells, or in
accordance with this Section 1.6(d) hereof is dektodave issued or sold, any shares of Commork$toao consideration or for a
consideration per share (before deduction of resderexpenses or commissions or underwriting distsoor allowances in connection
therewith) less than the Fixed Conversion Pricefiect on the date of such issuance (or deemedrnss) of such shares of Common Stock (a
"Dilutive Issuance"), then immediately upon theudile Issuance, the Fixed Conversion Price wiltdguced to the amount of the
consideration per share received by the Borrowsuah Dilutive Issuance; provided that only onauatipent will be made for each Dilutive
Issuance.

The Borrower shall be deemed to have issued orstades of Common Stock if the Borrower in any negiigsues or grants any warrants,
rights or options (not including employee stockiaptplans), whether or not immediately exercisatiesubscribe for or to purchase Comn
Stock or other securities convertible into or exgeable for Common Stock ("Convertible Securitig€stich warrants, rights and options to
purchase Common Stock or Convertible Securitiehareinafter referred to as "Options") and thegger share for which Common Stock is
issuable upon the exercise of such Options isttessthe Fixed Conversion Price then in effectnttie Fixed Conversion Price shall be e

to such price per share. For purposes of the piegaentence, the "price per share for which Com®toiek is issuable upon the exercise of
such Options" is determined by dividing (i) thealaamount, if any, received or receivable by therBoer as consideration for the issuanc
granting of all such Options, plus the minimum aggte amount of additional consideration, if araygble to the Borrower upon the exer

of all such Options, plus, in the case of Convétibecurities issuable upon the exercise of sudio@y the minimum aggregate amount of
additional consideration payable upon the convarsivexchange thereof at the time such Conver8kleurities first become convertible or
exchangeable, by (ii) the maximum total numberhaires of Common Stock issuable upon the exercia#t sfich Options (assuming full
conversion of Convertible Securities, if applicdbMo further adjustment to the Conversion Prick lné made upon the actual issuance of
such Common Stock upon the exercise of such Optionpon the conversion or exchange of Convertaeurities issuable upon exercise of
such Options.

Additionally, the Borrower shall be deemed to hssseied or sold shares of Common Stock if the Boeraw any manner issues or sells any
Convertible Securities, whether or not immediatainvertible (other than where the same are issugiga the exercise of Options), and the
price per share for which Common Stock is issuaplen such conversion or exchange is less thanixieel Eonversion Price then in effect,
then the Fixed Conversion Price shall be equalith grice per share. For the purposes of the piegesgntence, the "price per share for
which Common Stock is issuable upon such convemi@xchange" is determined by dividing (i) theat@mount, if any, received or
receivable by the Borrower as consideration foriskaance or sale of all such Convertible Secutifdus the minimum aggregate amount of
additional consideration, if any, payable to therBaer upon the conversion or exchange theredfetitne such Convertible Securities first
become convertible or exchangeable, by (ii) theimam total number of shares of Common Stock issuapbn the conversion or exchange
of all such Convertible Securities. No further adijment to the Fixed Conversion Price will be mapleruthe actual issuance of such Comt
Stock upon conversion or exchange of such Conver8bcurities.
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(e) Purchase Rights. If, at any time when any Natesssued and outstanding, the Borrower issugs@mvertible securities or rights to
purchase stock, warrants, securities or other prpjne "Purchase Rights") pro rata to the redwldiers of any class of Common Stock, t
the Holder of this Note will be entitled to acquitgon the terms applicable to such Purchase Rititeésaggregate Purchase Rights which
such Holder could have acquired if such Holder ineld the number of shares of Common Stock acq@napbn complete conversion of this
Note (without regard to any limitations on converscontained herein) immediately before the datevloich a record is taken for the gra
issuance or sale of such Purchase Rights or,stueh record is taken, the date as of which therdelsolders of Common Stock are to be
determined for the grant, issue or sale of suclklige Rights.

(f) Notice of Adjustments. Upon the occurrence afle adjustment or readjustment of the Conversi@eRis a result of the events described
in this Section 1.6, the Borrower, at its expes$é@]|l promptly compute such adjustment or readjastrand prepare and furnish to the Ho
of a certificate setting forth such adjustmenteadjustment and showing in detail the facts upoithvbuch adjustment or readjustment is
based. The Borrower shall, upon the written regatany time of the Holder, furnish to such Holddike certificate setting forth (i) such
adjustment or readjustment, (ii) the Conversioré>at the time in effect and (iii) the number cdigis of Common Stock and the amount, if
any, of other securities or property which at iheetwould be received upon conversion of the Note.

1.7 Trading Market Limitations. Unless permittedthg applicable rules and regulations of the ppaksecurities market on which the
Common Stock is then listed or traded, in no egdatl the Borrower issue upon conversion of or mtiee pursuant to this Note and the o
Notes issued pursuant to the Purchase Agreemeret timan the maximum number of shares of Common Stwtkthe Borrower can issi
pursuant to any rule of the principal United Statesurities market on which the Common Stock ia theded (the "Maximum Share
Amount"), which shall be 19.99% of the total shasatstanding on the Closing Date (as defined inPtheehase Agreement), subject to
equitable adjustment from time to time for stochktspstock dividends, combinations, capital reaigations and similar events relating to the
Common Stock occurring after the date hereof. QnedMaximum Share Amount has been issued (theadatdich is hereinafter referred to
as the "Maximum Conversion Date"), if the Borrouails to eliminate any prohibitions under appliGaldw or the rules or regulations of any
stock exchange, interdealer quotation system aratblfregulatory organization with jurisdiction over tBerrower or any of its securities
the Borrower's ability to issue shares of Commarckstn excess of the Maximum Share Amount (a "Trgdarket Prepayment Event"), in
lieu of any further right to convert this Note, andull satisfaction of the Borrower's obligationsder this Note, the Borrower shall pay to
Holder, within fifteen (15) business days of thexifiaum Conversion Date (the "Trading Market Prepagtigate"), an amount equal to
130% times the sum of (a) the then outstandingciat amount of this Note immediately following thaximum Conversion Date, plus (b)
accrued and unpaid interest on the unpaid prineipadunt of this Note to the Trading Market Prepayhizate, plus (c) Default Interest, if
any, on the amounts referred to in clause (a) arfljaabove, plus (d) any optional amounts that tmaadded thereto at the Maximum
Conversion Date by the Holder in accordance withtéims hereof (the then outstanding principal amhotithis Note immediately following
the Maximum Conversion Date, plus the amounts redieto in clauses (b), (c) and (d) above shallectiNely be referred to as the "Remair
Convertible Amount”). With respect to each HoldENotes, the Maximum Share Amount shall refer tohsHlolder's pro rata share thereof
determined in accordance with Section 4.8 belovthénevent that the sum of (x) the aggregate numbshares of Common Stock issued
upon conversion of this Note and the other Notesad pursuant to the Purchase Agreement plus€ygdgregate number of shares of
Common Stock that remain issuable upon converdigm®Note and the other Notes issued pursuatitdéd®urchase Agreement, represen
least one hundred percent (100%) of the MaximunreSAaount (the "Triggering Event"), the Borrowendlwise its best efforts to seek and
obtain Shareholder Approval (or obtain such otlké&ef as will allow conversions hereunder in excafsthe Maximum Share Amount) as
soon as practicable following the Triggering Evantl before the Maximum Conversion Date. As usedihetShareholder Approval” means
approval by the shareholders of the Borrower thanige the issuance of the full number of shareSahmon Stock which would be issuable
upon full conversion of the then outstanding Ndtesfor the Maximum Share Amount.
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1.8 Status as Shareholder. Upon submission of @é&lot Conversion by a Holder, (i) the shares cedehereby (other than the shares, if i
which cannot be issued because their issuance vesukkd such Holder's allocated portion of the ReseAmount or Maximum Share
Amount) shall be deemed converted into shares afr@on Stock and (ii) the Holder's rights as a Holafesuch converted portion of this
Note shall cease and terminate, excepting onlyitfin to receive certificates for such shares ofm@mwn Stock and to any remedies provi
herein or otherwise available at law or in equitystich Holder because of a failure by the Borrawaromply with the terms of this Note.
Notwithstanding the foregoing, if a Holder has resteived certificates for all shares of Common E{mor to the tenth (10th) business ¢
after the expiration of the Deadline with respecatconversion of any portion of this Note for aagson, then (unless the Holder otherwise
elects to retain its status as a holder of ComntookSuy so notifying the Borrower) the Holder shalyain the rights of a Holder of this Note
with respect to such unconverted portions of thageNand the Borrower shall, as soon as practicadtiersn such unconverted Note to the
Holder or, if the Note has not been surrenderegisads records to reflect that such portion d$ tote has not been converted. In all cases,
the Holder shall retain all of its rights and remesdincluding, without limitation, (i) the righttreceive Conversion Default Payments
pursuant to Section 1.3 to the extent requirecetinefor such Conversion Default and any subseq@entersion Default and (ii) the right to
have the Conversion Price with respect to subsdqagversions determined in accordance with Sedti8hfor the Borrower's failure to
convert this Note.

ARTICLE Il. CERTAIN COVENANTS

2.1 Distributions on Capital Stock. So long asBloerower shall have any obligation under this Ntite, Borrower shall not without the
Holder's written consent (a) pay, declare or sattdpr such payment, any dividend or other disiitm (whether in cash, property or other
securities) on shares of capital stock other thaidehds on shares of Common Stock solely in tmefof additional shares of Common St
or (b) directly or indirectly or through any suhisiy make any other payment or distribution in extpof its capital stock except for
distributions pursuant to any shareholders' rigkas which is approved by a majority of the Borrowelisinterested directors.
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2.2 Restriction on Stock Repurchases. So longeaBdthrower shall have any obligation under thisé\diie Borrower shall not without the
Holder's written consent redeem, repurchase ometie acquire (whether for cash or in exchangefoperty or other securities or otherw

in any one transaction or series of related trafmacany shares of capital stock of the Borrowesrty warrants, rights or options to purchase
or acquire any such shares.

2.3 Borrowings. So long as the Borrower shall hawg obligation under this Note, the Borrower shall, without the Holder's written
consent, create, incur, assume or suffer to erigtiability for borrowed money, except (a) borroygs in existence or committed on the date
hereof and of which the Borrower has informed Hpoldenriting prior to the date hereof, (b) indehteds to trade creditors or financial
institutions incurred in the ordinary course ofiness or (c) borrowings, the proceeds of whichldfelsed to repay this Note.

2.4 Sale of Assets. So long as the Borrower slaaktany obligation under this Note, the Borrowellstot, without the Holder's written
consent, sell, lease or otherwise dispose of amjif&iant portion of its assets outside the ordinaurse of business. Any consent to the
disposition of any assets may be conditioned gueaified use of the proceeds of disposition.

2.5 Advances and Loans. So long as the Borrowdk Istaze any obligation under this Note, the Borrowskeall not, without the Holder's
written consent, lend money, give credit or makeaades to any person, firm, joint venture or coation, including, without limitation,
officers, directors, employees, subsidiaries afitizaés of the Borrower, except loans, creditadvances (a) in existence or committed or
date hereof and which the Borrower has informediklioin writing prior to the date hereof, (b) madetie ordinary course of business or (c)
not in excess of $50,000.

2.6 Contingent Liabilities. So long as the Borrowkall have any obligation under this Note, therBaer shall not, without the Holder's
written consent, which shall not be unreasonabthléld, assume, guarantee, endorse, contingerntbe &g purchase or otherwise become
liable upon the obligation of any person, firm,tparship, joint venture or corporation, except fiy €ndorsement of negotiable instruments
for deposit or collection and except assumptiongrantees, endorsements and contingencies (aisteese or committed on the date hereof
and which the Borrower has informed Holder in vagtiprior to the date hereof, and (b) similar tratisas in the ordinary course of business.

ARTICLE Ill. EVENTS OF DEFAULT
If any of the following events of default (each, &vent of Default") shall occur:

3.1 Failure to Pay Principal or Interest. The Bareofails to pay the principal hereof or interdstreon when due on this Note, whether at
maturity, upon a Trading Market Prepayment Evemspant to Section 1.7, upon acceleration or othssrwi
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3.2 Conversion and the Shares. The Borrower failssue shares of Common Stock to the Holder (noances or threatens that it will not
honor its obligation to do so) upon exercise byHodder of the conversion rights of the Holder acardance with the terms of this Note (fi
period of at least sixty

(60) days, if such failure is solely as a resulthaf circumstances governed by Section 1.3 anBdhewer is using its best efforts to autho

a sufficient number of shares of Common Stock as s@ practicable), fails to transfer or causerdtssfer agent to transfer (electronically or
in certificated form) any certificate for sharesGdmmon Stock issued to the Holder upon conversi@r otherwise pursuant to this Note as
and when required by this Note or the RegistraRights Agreement, or fails to remove any restreefegend (or to withdraw any stop
transfer instructions in respect thereof) on amntifaeate for any shares of Common Stock issuetthéoHolder upon conversion of or
otherwise pursuant to this Note as and when redjtiyethis Note or the Registration Rights Agreen{enimakes any announcement,
statement or threat that it does not intend to htim® obligations described in this paragraph)amgsuch failure shall continue uncured (or
any announcement, statement or threat not to hitgobligations shall not be rescinded in writifigg) ten (10) days after the Borrower shall
have been notified thereof in writing by the Holder

3.3 Failure to Timely File Registration or Effecedistration. The Borrower fails to file the Regigton Statement within sixty (60) days
following the Closing Date (as defined in the Paisd Agreement) or obtain effectiveness with theies and Exchange Commission of
the Registration Statement within one hundredytHivte (135) days following the Closing Date (adided in the Purchase Agreement) or
such Registration Statement lapses in effect (ess@mnnot otherwise be made thereunder effeatiiether by reason of the Borrower's
failure to amend or supplement the prospectus deelitherein in accordance with the RegistratiorhRig\greement or otherwise) for more
than ten (10) consecutive days or twenty (20) daygsy twelve month period after the Registratitat&ment becomes effective;

3.4 Breach of Covenants. The Borrower breachesratgrial covenant or other material term or condittontained in Sections 1.3, 1.6 or
of this Note, or Sections 4(c), 4(e), 4(h), 4((j) 4r 5 of the Purchase Agreement and such breantinues for a period of ten (10) days after
written notice thereof to the Borrower from the Higd;

3.5 Breach of Representations and Warranties. Apgesentation or warranty of the Borrower madeiherein any agreement, statement or
certificate given in writing pursuant hereto orcmnnection herewith (including, without limitatiotihe Purchase Agreement and the
Registration Rights Agreement), shall be false mleading in any material respect when made andithach of which has (or with the
passage of time will have) a material adverse efiadhe rights of the Holder with respect to tNste, the Purchase Agreement or the
Registration Rights Agreement;

3.6 Receiver or Trustee. The Borrower or any sudsicf the Borrower shall make an assignmentlfiiertienefit of creditors, or apply for or
consent to the appointment of a receiver or trufsteg or for a substantial part of its propertylmsiness, or such a receiver or trustee shall
otherwise be appointed;

14



3.7 Judgments. Any money judgment, writ or simdescess shall be entered or filed against the Bar@r any subsidiary of the Borrower
or any of its property or other assets for more 0,000, and shall remain unvacated, unbondedsinyed for a period of twenty (20) days
unless otherwise consented to by the Holder, wbdstsent will not be unreasonably withheld;

3.8 Bankruptcy. Bankruptcy, insolvency, reorganaabr liquidation proceedings or other proceedifiggelief under any bankruptcy law or
any law for the relief of debtors shall be instity or against the Borrower or any subsidiarthefBorrower;

3.9 Delisting of Common Stock. The Borrower shall fo maintain the listing of the Common Stockairieast one of the OTCBB or an
equivalent replacement exchange, the Nasdaq Natibaxket, the Nasdag SmallCap Market, the New Y8t#ck Exchange, or the American
Stock Exchange; or

3.10 Default Under Other Notes. An Event of Defdals occurred and is continuing under any of theralotes issued pursuant to the
Purchase Agreement,

then, upon the occurrence and during the contionatf any Event of Default specified in Section, 32, 3.3, 3.4, 3.5, 3.7, 3.9, or 3.10, at
option of the Holders of a majority of the aggregatincipal amount of the outstanding Notes isquaduant to the Purchase Agreement
exercisable through the delivery of written noticghe Borrower by such Holders (the "Default Netj¢c and upon the occurrence of an Event
of Default specified in Section 3.6 or 3.8, the &oshall become immediately due and payable anBdhewer shall pay to the Holder, in

full satisfaction of its obligations hereunder,anount equal to the greater of (i) 130% times tha ef (w) the then outstanding principal
amount of this Note plus (x) accrued and unpaieregt on the unpaid principal amount of this Notéhe date of payment (the "Mandatory
Prepayment Date") plus (y) Default Interest, if aoy the amounts referred to in clauses (w) angjoplus (z) any amounts owed to the
Holder pursuant to Sections 1.3 and 1.4(g) hereplissuant to Section 2(c) of the Registration Righgreement (the then outstanding
principal amount of this Note to the date of payhq@ns the amounts referred to in clauses (x)atd

(z) shall collectively be known as the "Default Syior (i) the "parity value" of the Default Sum be prepaid, where parity value means (a)
the highest number of shares of Common Stock issugdon conversion of or otherwise pursuant to ddefault Sum in accordance with
Article |, treating the Trading Day immediately pegling the Mandatory Prepayment Date as the "CsimreDate" for purposes of
determining the lowest applicable Conversion Prirdess the Default Event arises as a result oféadh in respect of a specific Conversion
Date in which case such Conversion Date shall e€tmversion Date), multiplied by (b) the highekidihg Price for the Common Stock
during the period beginning on the date of firstumeence of the Event of Default and ending onepléyr to the Mandatory Prepayment D
(the "Default Amount") and all other amounts pagaféreunder shall immediately become due and payablwithout demand, presentment
or notice, all of which hereby are expressly wajwedether with all costs, including, without limiton, legal fees and expenses, of collection,
and the Holder shall be entitled to exercise &lkotights and remedies available at law or in tyqlfithe Borrower fails to pay the Default
Amount within five (5) business days of written igetthat such amount is due and payable, then theershall have the right at any time, so
long as the Borrower remains in default (and sg land to the extent that there are sufficient aigbd shares), to require the Borrower, u
written notice, to immediately issue, in lieu oétBefault Amount, the number of shares of CommartiSof the Borrower equal to the
Default Amount divided by the Conversion Price tireeffect.

15



ARTICLE IV. MISCELLANEOUS

4.1 Failure or Indulgence Not Waiver. No failuredalay on the part of the Holder in the exercisarof power, right or privilege hereunder
shall operate as a waiver thereof, nor shall anglsior partial exercise of any such power, righprivilege preclude other or further exercise
thereof or of any other right, power or privilegéd.rights and remedies existing hereunder arewative to, and not exclusive of, any rights
or remedies otherwise available.

4.2 Notices. Any notice herein required or pernditte be given shall be in writing and may be peadlgrserved or delivered by courier or
sent by United States mail and shall be deemede heen given upon receipt if personally servdddshall include telephone line
facsimile transmission) or sent by courier or th{@edays after being deposited in the United Statail, certified, with postage pre-paid and
properly addressed, if sent by mail. For the puepdeereof, the address of the Holder shall be @srsbn the records of the Borrower; and
the address of the Borrower shall be 4625 Creekdirive, Suite 100, Research Triangle Park, DurHd@1 27703, facsimile number: (919)
474-9712. Both the Holder and the Borrower may geahe address for service by service of writteticedo the other as herein provided.

4.3 Amendments. This Note and any provision heneayf only be amended by an instrument in writingietyby the Borrower and the
Holder. The term "Note" and all reference thera®used throughout this instrument, shall meanirsisument (and the other Notes issued
pursuant to the Purchase Agreement) as originatigwted, or if later amended or supplemented, 8s3p amended or supplemented.

4.4 Assignability. This Note shall be binding upgbe Borrower and its successors and assigns, atidralre to be the benefit of the Holder
and its successors and assigns. Each transfetisis dfote must be an "accredited investor" (asngefiin Rule 501(a) of the 1933 Act).
Notwithstanding anything in this Note to the congrahis Note may be pledged as collateral in catina with a bona fide margin account
other lending arrangement.

4.5 Cost of Collection. If default is made in theyment of this Note, the Borrower shall pay theddolhereof costs of collection, including
reasonable attorneys' fees.

4.6 Governing Law. THIS NOTE SHALL BE ENFORCED, GERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS
OF THE STATE OF NEW YORK APPLICABLE TO AGREEMENTSADE AND TO BE PERFORMED ENTIRELY WITHIN SUCH
STATE, WITHOUT REGARD TO THE PRINCIPLES OF CONFLIGJF LAWS. THE BORROWER HEREBY SUBMITS TO THE
EXCLUSIVE JURISDICTION OF THE UNITED STATES FEDERACOURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS NOTE, THEGREEMENTS ENTERED INTO IN CONNECTION HEREWITH
OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBBOTH PARTIES IRREVOCABLY WAIVE THE DEFENSE OF
AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH SIO OR PROCEEDING. BOTH PARTIES FURTHER AGREE
THAT SERVICE OF PROCESS UPON A PARTY MAILED BY FIRSCLASS MAIL SHALL BE DEEMED IN EVERY RESPECT
EFFECTIVE SERVICE OF PROCESS UPON THE PARTY IN AI$YCH SUIT OR PROCEEDING. NOTHING HEREIN SHALL
AFFECT EITHER PARTY'S RIGHT TO SERVE PROCESS IN ANDTHER MANNER PERMITTED BY LAW. BOTH PARTIES
AGREE THAT A FINAL NON-APPEALABLE JUDGMENT IN ANY $JCH SUIT OR PROCEEDING SHALL BE CONCLUSIVE AND
MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ONUECH JUDGMENT OR IN ANY OTHER LAWFUL MANNER. THE
PARTY WHICH DOES NOT PREVAIL IN ANY DISPUTE ARISINGNDER THIS NOTE SHALL BE RESPONSIBLE FOR ALL FEES
AND EXPENSES, INCLUDING ATTORNEYS' FEES, INCURREDYBITHE PREVAILING PARTY IN CONNECTION WITH SUCH
DISPUTE.
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4.7 Certain Amounts. Whenever pursuant to this KNudeBorrower is required to pay an amount in exaédghe outstanding principal amount
(or the portion thereof required to be paid at thae) plus accrued and unpaid interest plus Défatgrest on such interest, the Borrower and
the Holder agree that the actual damages to thddrfdom the receipt of cash payment on this Nodg be difficult to determine and the
amount to be so paid by the Borrower represenisiatied damages and not a penalty and is interdegnbpensate the Holder in part for loss
of the opportunity to convert this Note and to eameturn from the sale of shares of Common Stogkiaed upon conversion of this Note
price in excess of the price paid for such shamesyant to this Note. The Borrower and the Holdeehy agree that such amount of stipul
damages is not plainly disproportionate to the ibbs$oss to the Holder from the receipt of a cpaiment without the opportunity to convert
this Note into shares of Common Stock.

4.8 Allocations of Maximum Share Amount and Resérenount. The Maximum Share Amount and Reserved dmhshall be allocated pro
rata among the Holders of Notes based on the pahaimount of such Notes issued to each Holdeh Earease to the Maximum Share
Amount and Reserved Amount shall be allocated at@ among the Holders of Notes based on the pehaipount of such Notes held by
each Holder at the time of the increase in the khaxn Share Amount or Reserved Amount. In the evéitlder shall sell or otherwise
transfer any of such Holder's Notes, each transfehall be allocated a pro rata portion of suchstieror's Maximum Share Amount and
Reserved Amount. Any portion of the Maximum Sharecint or Reserved Amount which remains allocateahipperson or entity which
does not hold any Notes shall be allocated to¢h®aming Holders of Notes, pro rata based on theipal amount of such Notes then helc
such Holders.

4.9 Damages Shares. The shares of Common Stocin#tyabe issuable to the Holder pursuant to Secticdisnd 1.4(g) hereof and pursuant
to Section 2(c) of the Registration Rights Agreeh{@idamages Shares") shall be treated as Commaik &suable upon conversion of this
Note for all purposes hereof and shall be subgeatltof the limitations and afforded all of thghis of the other shares of Common St
issuable hereunder, including without limitatiome tright to be included in the Registration Stateinfieed pursuant to the Registration Rights
Agreement. For purposes of calculating interesapbgyon the outstanding principal amount hereafepkas otherwise provided herein,
amounts convertible into Damages Shares ("DamagesuAts”) shall not bear interest but must be cdedeaprior to the conversion of any
outstanding principal amount hereof, until the tariding Damages Amounts is zero.
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4.10 Denominations. At the request of the Holdpnrusurrender of this Note, the Borrower shall gotynissue new Notes in the aggregate
outstanding principal amount hereof, in the formelé in such denominations of at least $50,00thadHolder shall request.

4.11 Purchase Agreement. By its acceptance ofNibiig, each Holder agrees to be bound by the ajdi¢carms of the Purchase Agreement.

4.12 Notice of Corporate Events. Except as otherpisvided below, the Holder of this Note shall&dawe rights as a Holder of Common
Stock unless and only to the extent that it corsviinis Note into Common Stock. The Borrower shedvjile the Holder with prior notificatic
of any meeting of the Borrower's shareholders @pdes of proxy materials and other informationtsershareholders). In the event of any
taking by the Borrower of a record of its shareloddfor the purpose of determining shareholders aveeentitled to receive payment of any
dividend or other distribution, any right to subiberfor, purchase or otherwise acquire (includigguay of merger, consolidation,
reclassification or recapitalization) any sharewy class or any other securities or propertypaeteive any other right, or for the purpose of
determining shareholders who are entitled to wotgohnection with any proposed sale, lease or g@anee of all or substantially all of the
assets of the Borrower or any proposed liquidatiissolution or winding up of the Borrower, the Biwer shall mail a notice to the Holder,
at least twenty (20) days prior to the record datecified therein (or thirty (30) days prior to tensummation of the transaction or event,
whichever is earlier), of the date on which anytstecord is to be taken for the purpose of suclddind, distribution, right or other event, ¢
a brief statement regarding the amount and charatsich dividend, distribution, right or otheres to the extent known at such time. The
Borrower shall make a public announcement of amnevequiring notification to the Holder hereundebstantially simultaneously with the
notification to the Holder in accordance with teents of this Section 4.12.

4.13 Remedies. The Borrower acknowledges thatachrby it of its obligations hereunder will causeparable harm to the Holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Borrowerremkledges that the remedy at law for a
breach of its obligations under this Note will badequate and agrees, in the event of a breatheaténed breach by the Borrower of the
provisions of this Note, that the Holder shall inéiteed, in addition to all other available remesiag law or in equity, and in addition to the
penalties assessable herein, to an injunctionjonétions restraining, preventing or curing anyaute of this Note and to enforce specifically
the terms and provisions thereof, without the ngitesf showing economic loss and without any bondther security being required.
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ARTICLE V. CALL OPTION

5.1 Call Option. Notwithstanding anything to thentrary contained in this Article V, so long asr{@ Event of Default or Trading Market
Prepayment Event shall have occurred and be cangin(ii) the Borrower has a sufficient number offeorized shares of Common Stock
reserved for issuance upon full conversion of tlo¢el, then at any time after the Issue Date, and

(iii) the Common Stock is trading at or below ${&r share, the Borrower shall have the right, égabte on not less than ten (10) Trading
Days prior written notice to the Holders of the 8®{which notice may not be sent to the Holdeth®MNotes until the Borrower is permitted
to prepay the Notes pursuant to this Section fol)repay all of the outstanding Notes in accordamith this Section 5.1. Any notice of
prepayment hereunder (an "Optional Prepayment’) bbalelivered to the Holders of the Notes atrthegistered addresses appearing on the
books and records of the Borrower and shall stgtéh@t the Borrower is exercising its right toag all of the Notes issued on the Issue |
and (2) the date of prepayment (the "Optional Rneymant Notice"). On the date fixed for prepaymehe(tOptional Prepayment Date"), the
Borrower shall make payment of the Optional PrepaynAmount (as defined below) to or upon the oafehe Holders as specified by the
Holders in writing to the Borrower at least one Iflisiness day prior to the Optional Prepayment.Datke Borrower exercises its right to
prepay the Notes, the Borrower shall make payneetite holders of an amount in cash (the "Optiomapyment Amount") equal to either
125% (for prepayments occurring within thirty (2B@Jys of the Issue Date), (ii) 135% for prepaymecturring between thirty-one (31) and
sixty (60) days of the Issue Date, or (iii) 145%r (brepayments occurring after the sixtieth (6@dy following the Issue Date), multiplied by
the sum of (w) the then outstanding principal amairthis Note plus (x) accrued and unpaid intecgsthe unpaid principal amount of this
Note to the Optional Prepayment Date plus (y) Defaterest, if any, on the amounts referred tolauses (w) and (x) plus (z) any amot
owed to the Holder pursuant to Sections 1.3 angyjl Rereof or pursuant to Section 2(c) of the Reafimn Rights Agreement (the then
outstanding principal amount of this Note to théedzf payment plus the amounts referred to in @ayg), (y) and (z) shall collectively be
known as the "Optional Prepayment Sum"). Notwithdiag notice of an Optional Prepayment, the Hold&! at all times prior to the
Optional Prepayment Date maintain the right to eshall or any portion of the Notes in accordandg rticle | and any portion of Notes so
converted after receipt of an Optional Prepaymeatidg and prior to the Optional Prepayment Datdath in such notice and payment of
aggregate Optional Prepayment Amount shall be dedioom the principal amount of Notes which arfeepivise subject to prepayment
pursuant to such notice. If the Borrower delivarptional Prepayment Notice and fails to pay tiptidhal Prepayment Amount due to the
Holders of the Notes within two (2) business dajkfving the Optional Prepayment Date, the Borrosleall forever forfeit its right to
redeem the Notes pursuant to this Section 5.1.
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5.2 Partial Call Option. Notwithstanding anythimgtihe contrary contained in this Article V, in teent that the Average Daily Price of the
Common Stock, as reported by the Reporting Serfacesach day of the month ending on any DeterrondDate is below the Initial Market
Price, the Borrower may, at its option, prepay #ipo of the outstanding principal amount of thet&equal to the principal amount hereof
divided by thirtysix (36) plus one month's interest. The term "&hikilarket Price" means shall mean the volume weijlaiverage price of tl
Common Stock for the five (5) Trading Days immeeliapreceding the Closing which is $.06. The teRegorting Service" means a reliable
reporting service mutually acceptable to and haféen designated by the Holder.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has caused this Notkd signed in its name by its duly authorizedceffithis 24th day of October,
2005.

CYBERLUX CORPORATION

By: /'s/ DONALD EVANS

Donal d Evans
Chi ef Executive O ficer
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Exhibit 4.5

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVNEOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE "ACT"). THE SECURITIES MAY NDBE SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCEO
AN EFFECTIVE REGISTRATION STATEMENT FOR THE SECURHS UNDER SAID ACT, OR AN OPINION OF COUNSEL IN
FORM, SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS GBUNSEL IN COMPARABLE TRANSACTIONS THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR UNIES SOLD PURSUANT TO RULE 144 OR REGULATION S
UNDER SAID ACT.

CALLABLE SECURED CONVERTIBLE NOTE

Durham, North Carolina
October 24, 2005 $12,000

FOR VALUE RECEIVED, CYBERLUX CORPORATION, a Nevadarporation (hereinafter called the "Borrower")rét®y promises to pay
to the order of New Millennium Capital PartnersULC or registered assigns (the "Holder") the sur81®2,000, on October 24, 2008 (the
"Maturity Date"), and to pay interest on the unpaiohcipal balance hereof at the rate of ten pdr(HiPo) (the "Interest Rate") per annum
from October 24, 2005 (the "Issue Date") until $hene becomes due and payable, whether at maturityom acceleration or by prepayment
or otherwise. Any amount of principal or interesttbis Note which is not paid when due shall baterest at the rate of fifteen percent (15%)
per annum from the due date thereof until the siarpaid ("Default Interest"). Interest shall comroemccruing on the Issue Date, shall be
computed on the basis of a 365-day year and thlacimber of days elapsed and shall be payablgaylygprovided that no interest shall be
due and payable for any month in which the Tradinge (as such term is defined below) is greaten $10375 for each Trading Day (as such
term is defined below) of the month. All paymeni diereunder (to the extent not converted into comstock, $.001 par value per share
(the "Common Stock") in accordance with the termsebf) shall be made in lawful money of the Unigtdtes of America. All payments st

be made at such address as the Holder shall hergafe to the Borrower by written notice made és@dance with the provisions of this
Note. Whenever any amount expressed to be duesktgtins of this Note is due on any day which isanbtisiness day, the same shall ins

be due on the next succeeding day which is a bssid@y and, in the case of any interest paymeatwdaich is not the date on which this
Note is paid in full, the extension of the due dhereof shall not be taken into account for puggasf determining the amount of interest

on such date. As used in this Note, the term "@mssirday" shall mean any day other than a Satuglmday or a day on which commercial
banks in the city of New York, New York are autlzexd or required by law or executive order to rentdiised. Each capitalized term used
herein, and not otherwise defined, shall have thanimg ascribed thereto in that certain SecuiRiggehase Agreement, dated October 24,
2005, pursuant to which this Note was originalsuisd (the "Purchase Agreemen



This Note is free from all taxes, liens, claims amg¢umbrances with respect to the issue thereo$kaltinot be subject to preemptive right
other similar rights of shareholders of the Borrowaed will not impose personal liability upon thaldier thereof. The obligations of the
Borrower under this Note shall be secured by teetamn Security Agreement and Intellectual Prop&egurity Agreement, each dated
October 24, 2005 by and between the Borrower aadHtiider.

The following terms shall apply to this Note:
ARTICLE |I. CONVERSION RIGHTS

1.1 Conversion Right. The Holder shall have thatrfgom time to time, and at any time on or priothe earlier of (i) the Maturity Date and
(i) the date of payment of the Default Amount ¢idined in Article 1ll) pursuant to Section 1.6¢@)Article Ill, the Optional Prepayment
Amount (as defined in Section 5.1 or any paymentsymnt to Section 1.7, each in respect of the irentpoutstanding principal amount of
this Note to convert all or any part of the outstiag and unpaid principal amount of this Note ifutthy paid and non-assessable shares of
Common Stock, as such Common Stock exists on the [Bate, or any shares of capital stock or otheurgties of the Borrower into which
such Common Stock shall hereafter be changed @ssfied at the conversion price (the "Converd$toice") determined as provided herein
(a "Conversion"); provided, however, that in nomvghall the Holder be entitled to convert any jporbf this Note in excess of that portion
of this Note upon conversion of which the sum ¢ftfle number of shares of Common Stock benefic@alimed by the Holder and its
affiliates (other than shares of Common Stock winiay be deemed beneficially owned through the osimprof the unconverted portion of
the Notes or the unexercised or unconverted podi@ny other security of the Borrower (includimgthout limitation, the warrants issued
the Borrower pursuant to the Purchase Agreemebigstto a limitation on conversion or exerciselagaus to the limitations contained
herein) and (2) the number of shares of Commonk3sstiable upon the conversion of the portion &f Note with respect to which the
determination of this proviso is being made, waasult in beneficial ownership by the Holder arsdaiffiliates of more than 4.99% of the
outstanding shares of Common Stock and providetiduthat the Holder shall not be entitled to cahaey portion of this Note during any
month immediately succeeding a Determination Datevbich the Borrower exercises its prepayment oppiorsuant to Section 5.2 of this
Note. For purposes of the proviso to the immedygte¢ceding sentence, beneficial ownership shatldtermined in accordance with Sect
13(d) of the Securities Exchange Act of 1934, asrathad, and Regulations 13D-G thereunder, excepthaswise provided in clause (1) of
such proviso. The number of shares of Common Stoble issued upon each conversion of this Notd bhaletermined by dividing the
Conversion Amount (as defined below) by the applie&onversion Price then in effect on the datei§ipe in the notice of conversion, in
the form attached hereto as Exhibit A (the "NotE€onversion"), delivered to the Borrower by theldter in accordance with Section 1.4
below; provided that the Notice of Conversion ibrsitted by facsimile (or by other means resultimngar reasonably expected to result in,
notice) to the Borrower before 6:00 p.m., New YadYlew York time on such conversion date (the "Cosiggr Date"). The term "Conversion
Amount" means, with respect to any conversion if Hote, the sum of (1) the principal amount o§tNibte to be converted in such
conversion plus (2) accrued and unpaid interesiyf on such principal amount at the interessrptevided in this Note to the Conversion
Date plus (3) Default Interest, if any, on the amtsueferred to in the immediately preceding clauyd¢ and/or (2) plus (4) at the Holder's
option, any amounts owed to the Holder pursuafetctions 1.3 and 1.4(g) hereof or pursuant to &e&fc) of that certain Registration
Rights Agreement, dated as of October 24, 2005w&d in connection with the initial issuance aétRote and the other Notes issued on the
Issue Date (the "Registration Rights Agreementhe Term "Determination Date" means the last busidey of each month after the Issue
Date.



1.2 Conversion Price.

(a) Calculation of Conversion Price. The Converdtoice shall be the lesser of (i) the Variable Gasion Price (as defined herein) and

(i) the Fixed Conversion Price (as defined herélpject, in each case, to equitable adjustmentstdéck splits, stock dividends or rights
offerings by the Borrower relating to the Borrowsesecurities or the securities of any subsidiarthefBorrower, combinations,
recapitalization, reclassifications, extraordindistributions and similar events). The "Variablen@ersion Price" shall mean the Applicable
Percentage (as defined herein) multiplied by thelkgtaPrice (as defined herein). "Market Price" netire average of the lowest three (3)
Trading Prices (as defined below) for the Commarcsturing the twenty (20) Trading Day period ergdime Trading Day prior to the date
the Conversion Notice is sent by the Holder toBberower via facsimile (the "Conversion Date"). &fiing Price" means, for any security as
of any date, the intraday trading price on the @terCounter Bulletin Board (the "OTCBB") as reparby a reliable reporting service
mutually acceptable to and hereafter designatddddgers of a majority in interest of the Notes dimel Borrower or, if the OTCBB is not the
principal trading market for such security, theaday trading price of such security on the priatgecurities exchange or trading market
where such security is listed or traded or, if mwaiday trading price of such security is availablany of the foregoing manners, the average
of the intraday trading prices of any market makersuch security that are listed in the "pinketise by the National Quotation Bureau, Inc.
If the Trading Price cannot be calculated for sseturity on such date in the manner provided alibeeTrading Price shall be the fair mai
value as mutually determined by the Borrower amdhtbiders of a majority in interest of the Notembeonverted for which the calculation
of the Trading Price is required in order to defeerthe Conversion Price of such Notes. "Trading"Bhall mean any day on which the
Common Stock is traded for any period on the OTC&R)n the principal securities exchange or otkeusties market on which the
Common Stock is then being traded. "Applicable Eetage" shall mean 50.0%. The "Fixed ConversiocePshall mean $.06.

(b) Conversion Price During Major Announcementstwilistanding anything contained in Section 1.2¢athe contrary, in the event the
Borrower (i) makes a public announcement thatténds to consolidate or merge with any other caipam (other than a merger in which the
Borrower is the surviving or continuing corporatiamnd its capital stock is unchanged) or sell argfer all or substantially all of the assets of
the Borrower or (ii) any person, group or entityc{uding the Borrower) publicly announces a teraféer to purchase 50% or more of the
Borrower's Common Stock (or any other takeover megthe date of the announcement referred toainsd (i) or (i) is hereinafter referred
to as the "Announcement Date"), then the ConverBiace shall, effective upon the Announcement Raig continuing through the Adjusted
Conversion Price Termination Date (as defined bglte equal to the lower of (x) the Conversion €ridhich would have been applicable

a Conversion occurring on the Announcement Date(@ntthe Conversion Price that would otherwiserbeffect. From and after the Adjus
Conversion Price Termination Date, the ConversiooeFshall be determined as set forth in this

Section 1.2(a). For purposes hereof, "Adjusted @osion Price Termination Date" shall mean, witlpees to any proposed transaction or
tender offer (or takeover scheme) for which a pubiinouncement as contemplated by this Sectiob)lh2g been made, the date upon which
the Borrower (in the case of clause

(i) above) or the person, group or entity (in thseof clause (ii) above) consummates or publichoances the termination or abandonment
of the proposed transaction or tender offer (oetaler scheme) which caused this Section 1.2(bg¢torne operative.
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1.3 Authorized Shares. Subject to the Stockholdgpréval (as defined in the Agreement), the Borroearenants that during the period the
conversion right exists, the Borrower will resefr@m its authorized and unissued Common Stock ficgerit number of shares, free from
preemptive rights, to provide for the issuance ofm@hon Stock upon the full conversion of this Nate ¢he other Notes issued pursuant to
the Purchase Agreement. The Borrower is requiredl etmes to have authorized and reserved twodithe number of shares that is actually
issuable upon full conversion of the Notes (basethe Conversion Price of the Notes or the Exerersee of the Warrants in effect from til
to time) (the "Reserved Amount"). The Reserved Antalall be increased from time to time in accooganith the Borrower's obligations
pursuant to Section 4(h) of the Purchase Agreerniémt.Borrower represents that upon issuance, swies will be duly and validly issued,
fully paid and non-assessable. In addition, ifBloerower shall issue any securities or make anyigado its capital structure which would
change the number of shares of Common Stock intchathe Notes shall be convertible at the thenantr€onversion Price, the Borrower
shall at the same time make proper provision sbthiegeafter there shall be a sufficient numbeshares of Common Stock authorized and
reserved, free from preemptive rights, for con@rsif the outstanding Notes. The Borrower (i) ackledlges that it has irrevocably
instructed its transfer agent to issue certifickbeshe Common Stock issuable upon conversiomisfNote, and (ii) agrees that its issuanc
this Note shall constitute full authority to itioers and agents who are charged with the dugxetuting stock certificates to execute and
issue the necessary certificates for shares of Gotock in accordance with the terms and conditimfrthis Note.

If, at any time a Holder of this Note submits a idetof Conversion, and the Borrower does not hafiécgent authorized but unissued shares
of Common Stock available to effect such conversiosccordance with the provisions of this Artitk@a "Conversion Default"), subject to
Section 4.8, the Borrower shall issue to the Holdeof the shares of Common Stock which are thazilable to effect such conversion. The
portion of this Note which the Holder included ia Conversion Notice and which exceeds the amouithws then convertible into available
shares of Common Stock (the "Excess Amount") shatithstanding anything to the contrary contaihedein, not be convertible into
Common Stock in accordance with the terms heretiff @md at the Holder's option at any time afté®) date additional shares of Common
Stock are authorized by the Borrower to permit stativersion, at which time the Conversion Priceegpect thereof shall be the lesser of (i)
the Conversion Price on the Conversion Default Dasedefined below) and (ii) the Conversion Prindhe Conversion Date thereafter
elected by the Holder in respect thereof. In addjtthe Borrower shall pay to the Holder payments

("Conversion Default Payments") for a Conversiorfdd# in the amount of (x)

the sum of (1) the then outstanding principal antaiithis Note plus (2) accrued and unpaid inteoasthe unpaid principal amount of this
Note through the Authorization Date (as definedlplus (3) Default Interest, if any, on the amisureferred to in clauses (1) and/or |
multiplied by (y) .24, multiplied by (z) (N/365),lvere N = the number of days from the day the haddemits a Notice of Conversion giving
rise to a Conversion Default (the "Conversion DifBxate") to the date (the "Authorization Date"atlthe Borrower authorizes a sufficient
number of shares of Common Stock to effect conwarsf the full outstanding principal balance ofthiote. The Borrower shall use its best
efforts to authorize a sufficient number of shae€ommon Stock as soon as practicable followirggetrlier of (i) such time that the Holder
notifies the Borrower or that the Borrower othemvilecomes aware that there are or likely will lsaifficient authorized and unissued shares
to allow full conversion thereof and (ii) a Conviers Default. The Borrower shall send notice to Htdder of the authorization of additional
shares of Common Stock, the Authorization Datethercamount of Holder's accrued Conversion Defaajinfents. The accrued Conversion
Default Payments for each calendar month shalldie ip cash or shall be convertible into CommorcBt@t such time as there are sufficient
authorized shares of Common Stock) at the appkc@bhversion Price, at the Borrower's option, #evis:
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(@) In the event Holder elects to take such paynmecash, cash payment shall be made to Holdehdyifth (5th) day of the month following
the month in which it has accrued; and

(b) In the event Holder elects to take such payrme@ommon Stock, the Holder may convert such pagtragount into Common Stock at
the Conversion Price (as in effect at the timeavfversion) at any time after the fifth day of thenth following the month in which it has
accrued in accordance with the terms of this Aetldfso long as there is then a sufficient numif@uthorized shares of Common Stock).

The Holder's election shall be made in writinghte Borrower at any time prior to 6:00 p.m., New K,ddew York time, on the third day of
the month following the month in which ConversioafBult payments have accrued. If no election isan#tte Holder shall be deemed to
have elected to receive cash. Nothing herein §ihatithe Holder's right to pursue actual damagdeslfe extent in excess of the Conversion
Default Payments) for the Borrower's failure to mtain a sufficient number of authorized shares @ih@on Stock, and each holder shall
have the right to pursue all remedies availablewvator in equity (including degree of specific pgrhance and/or injunctive relief).

5



1.4 Method of Conversion.

(a) Mechanics of Conversion. Subject to Sectionthis Note may be converted by the Holder in whalén part at any time from time to

time after the Issue Date, by (A) submitting to Bwrower a Notice of Conversion (by facsimile diner reasonable means of communication
dispatched on the Conversion Date prior to 6:00,p\New York, New York time) and (B) subject to Sent1.4(b), surrendering this Note at
the principal office of the Borrower.

(b) Surrender of Note Upon Conversion. Notwithstaganything to the contrary set forth herein, uponversion of this Note in accordance
with the terms hereof, the Holder shall not be meglto physically surrender this Note to the Bareo unless the entire unpaid principal
amount of this Note is so converted. The Holder taedBorrower shall maintain records showing thegypal amount so converted and the
dates of such conversions or shall use such oth#rad, reasonably satisfactory to the Holder aedBthrrower, so as not to require physical
surrender of this Note upon each such conversiothd event of any dispute or discrepancy, sucbrdscof the Borrower shall be controlling
and determinative in the absence of manifest elotwithstanding the foregoing, if any portion bfs Note is converted as aforesaid, the
Holder may not transfer this Note unless the Hofitst physically surrenders this Note to the Baren, whereupon the Borrower will
forthwith issue and deliver upon the order of tr@dér a new Note of like tenor, registered as thé&ler (upon payment by the Holder of any
applicable transfer taxes) may request, represgitithe aggregate the remaining unpaid principabant of this Note. The Holder and any
assignee, by acceptance of this Note, acknowleddeagree that, by reason of the provisions ofgihisigraph, following conversion of a
portion of this Note, the unpaid and unconvertédgpal amount of this Note represented by thiseNofy be less than the amount stated on
the face hereof.

(c) Payment of Taxes. The Borrower shall not beireg to pay any tax which may be payable in respkany transfer involved in the issue
and delivery of shares of Common Stock or otheuistées or property on conversion of this Note inaane other than that of the Holder (c
street name), and the Borrower shall not be reduoéssue or deliver any such shares or other#iesuor property unless and until the
person or persons (other than the Holder or theodigs in whose street name such shares are teltddr the Holder's account) requesting
the issuance thereof shall have paid to the Bonrdlmeeamount of any such tax or shall have estaddigo the satisfaction of the Borrower-
such tax has been paid.

(d) Delivery of Common Stock Upon Conversion. Upeoeipt by the Borrower from the Holder of a fadsntransmission (or other
reasonable means of communication) of a Noticearfv@rsion meeting the requirements for convers®pravided in this Section 1.4, the
Borrower shall issue and deliver or cause to heedsand delivered to or upon the order of the Hoteetificates for the Common Stock
issuable upon such conversion within two (2) bussr#ays after such receipt (and, solely in the ohsenversion of the entire unpaid
principal amount hereof, surrender of this Notecfssecond business day being hereinafter refésrad the "Deadline") in accordance with
the terms hereof and the Purchase Agreement (iimgudithout limitation, in accordance with the tégments of Section 2(g) of the
Purchase Agreement that certificates for shar€aimon Stock issued on or after the effective dathe Registration Statement upon
conversion of this Note shall not bear any restickegend).



(e) Obligation of Borrower to Deliver Common Stotkpon receipt by the Borrower of a Notice of Corsien, the Holder shall be deemed to
be the holder of record of the Common Stock issiapbn such conversion, the outstanding principelunt and the amount of accrued and
unpaid interest on this Note shall be reducedfteaesuch conversion, and, unless the Borroweaudtes on its obligations under this Article
all rights with respect to the portion of this Ndiging so converted shall forthwith terminate exdhp right to receive the Common Stock or
other securities, cash or other assets, as hem@idpd, on such conversion. If the Holder shalldhgiven a Notice of Conversion as provided
herein, the Borrower's obligation to issue andwelthe certificates for Common Stock shall be Alisand unconditional, irrespective of the
absence of any action by the Holder to enforcesimee, any waiver or consent with respect to anyigion thereof, the recovery of any
judgment against any person or any action to eaftite same, any failure or delay in the enforceraahy other obligation of the Borrow

to the holder of record, or any setoff, counterolaiecoupment, limitation or termination, or angdxh or alleged breach by the Holder of
obligation to the Borrower, and irrespective of alyer circumstance which might otherwise limitlsabligation of the Borrower to the
Holder in connection with such conversion. The Gaeion Date specified in the Notice of Conversibalisbe the Conversion Date so lon¢
the Notice of Conversion is received by the Bormoefore 6:00

p.m., New York, New York time, on such date.

(f) Delivery of Common Stock by Electronic Transfbr lieu of delivering physical certificates repeaiting the Common Stock issuable upon
conversion, provided the Borrower's transfer ageparticipating in the Depository Trust Compan®TC") Fast Automated Securities
Transfer ("FAST") program, upon request of the Holdnd its compliance with the provisions contaimefiection 1.1 and in this Section 1
the Borrower shall use its best efforts to causéréinsfer agent to electronically transmit the @am Stock issuable upon conversion to the
Holder by crediting the account of Holder's Printel&r with DTC through its Deposit Withdrawal Agedwmmission ("DWAC") system.

(g) Failure to Deliver Common Stock Prior to DeadliWithout in any way limiting the Holder's rigiotpursue other remedies, including
actual damages and/or equitable relief, the paatiese that if delivery of the Common Stock issaalgon conversion of this Note is more
than two (2) days after the Deadline (other théailare due to the circumstances described in 8edti3 above, which failure shall be
governed by such Section) the Borrower shall pah¢dcHolder $2,000 per day in cash, for each dgpihe the Deadline that the Borrower
fails to deliver such Common Stock. Such cash armshall be paid to Holder by the fifth day of themth following the month in which it
has accrued or, at the option of the Holder (byteminotice to the Borrower by the first day of thenth following the month in which it has
accrued), shall be added to the principal amoutitiefNote, in which event interest shall accrugrdlon in accordance with the terms of this
Note and such additional principal amount shalttwevertible into Common Stock in accordance withtdrms of this Note
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1.5 Concerning the Shares. The shares of Commak &tsuable upon conversion of this Note may natdid or transferred unless (i) such
shares are sold pursuant to an effective registratiatement under the Act or

(i) the Borrower or its transfer agent shall hdeen furnished with an opinion of counsel (whicimam shall be in form, substance and
scope customary for opinions of counsel in comgaralnsactions) to the effect that the sharetedid or transferred may be sold or
transferred pursuant to an exemption from suchstegion or (iii) such shares are sold or transfépursuant to Rule 144 under the Act (or a
successor rule) ("Rule 144" or (iv) such sharestemsferred to an "affiliate" (as defined in Ruet) of the Borrower who agrees to sell or
otherwise transfer the shares only in accordantetis Section 1.5 and who is an Accredited Inwegds defined in the Purchase
Agreement). Except as otherwise provided in thelfase Agreement (and subject to the removal pangsset forth below), until such time
as the shares of Common Stock issuable upon caamearkthis Note have been registered under thesBatontemplated by the Registration
Rights Agreement or otherwise may be sold pursteaRule 144 without any restriction as to the nundfesecurities as of a particular date
that can then be immediately sold, each certifi@tahares of Common Stock issuable upon conversichis Note that has not been so
included in an effective registration statementhat has not been sold pursuant to an effectivistragjon statement or an exemption that
permits removal of the legend, shall bear a legaistantially in the following form, as appropriate

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAWOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED. THE SECURITIES MAY NOT BE SOLDRANSFERRED OR ASSIGNED IN THE ABSENCE OF AN
EFFECTIVE REGISTRATION STATEMENT FOR THE SECURITIEBNDER SAID ACT, OR AN OPINION OF COUNSEL IN FORM,
SUBSTANCE AND SCOPE CUSTOMARY FOR OPINIONS OF COURNSIN COMPARABLE TRANSACTIONS, THAT
REGISTRATION IS NOT REQUIRED UNDER SAID ACT UNLESSOLD PURSUANT TO RULE 144 OR REGULATION S UNDER
SAID ACT."

The legend set forth above shall be removed anBdnewer shall issue to the Holder a new certtBdherefor free of any transfer legend if
(i) the Borrower or its transfer agent shall hageeived an opinion of counsel, in form, substamzkszope customary for opinions of counsel
in comparable transactions, to the effect thatldipsale or transfer of such Common Stock may bderwithout registration under the Act
and the shares are so sold or transferred, (i) slaider provides the Borrower or its transfer ageith reasonable assurances that the
Common Stock issuable upon conversion of this Kwotéhe extent such securities are deemed to heee &cquired on the same date) can be
sold pursuant to Rule 144 or (iii) in the casehaf Common Stock issuable upon conversion of thig Nauch security is registered for sale by
the Holder under an effective registration statenfiesd under the Act or otherwise may be sold parg to Rule 144 without any restriction

as to the number of securities as of a particudée that can then be immediately sold. Nothindnis Note shall (i) limit the Borrower's
obligation under the Registration Rights Agreenwer(ii) affect in any way the Holder's obligatiotsscomply with applicable prospectus
delivery requirements upon the resale of the seesrnieferred to herein.

1.6 Effect of Certain Events.

(a) Effect of Merger, Consolidation, Etc. At thetiop of the Holder, the sale, conveyance or digwsbf all or substantially all of the assets
of the Borrower, the effectuation by the Borrowéadransaction or series of related transactionghich more than 50% of the voting power
of the Borrower is disposed of, or the consolidatimerger or other business combination of the @&wer with or into any other Person (as
defined below) or Persons when the Borrower isimetsurvivor shall either: (i) be deemed to be aari of Default (as defined in Article 111)
pursuant to which the Borrower shall be requireddg to the Holder upon the consummation of ana @sndition to such transaction an
amount equal to the Default Amount (as defined iiticke 11I) or (ii) be treated pursuant to Sectib(b) hereof. "Person” shall mean any
individual, corporation, limited liability companpartnership, association, trust or other entitgrganization.
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(b) Adjustment Due to Merger, Consolidation, Efcat any time when this Note is issued and outitanand prior to conversion of all of the
Notes, there shall be any merger, consolidatioohamge of shares, recapitalization, reorganizatioother similar event, as a result of wh
shares of Common Stock of the Borrower shall beghd into the same or a different number of shaf@sother class or classes of stock or
securities of the Borrower or another entity, ocase of any sale or conveyance of all or subsiintll of the assets of the Borrower other
than in connection with a plan of complete liquidatof the Borrower, then the Holder of this Nokak thereafter have the right to receive
upon conversion of this Note, upon the basis arhulpe terms and conditions specified herein ar@inof the shares of Common Stock
immediately theretofore issuable upon conversiaohstock, securities or assets which the Holderddvbave been entitled to receive in si
transaction had this Note been converted in futhgdiately prior to such transaction (without reg@rény limitations on conversion set forth
herein), and in any such case appropriate pro\dsstiall be made with respect to the rights andests of the Holder of this Note to the end
that the provisions hereof (including, without ltation, provisions for adjustment of the Converdioite and of the number of shares isstL
upon conversion of the Note) shall thereafter h@ieable, as nearly as may be practicable in m@fattd any securities or assets thereafter
deliverable upon the conversion hereof. The Borrashall not effect any transaction described is Bection 1.6(b) unless (a) it first gives
the extent practicable, thirty (30) days prior terit notice (but in any event at least fifteen (d&ys prior written notice) of the record date of
the special meeting of shareholders to approvi tbere is no such record date, the consummatipsuch merger, consolidation, exchange
of shares, recapitalization, reorganization or ofimilar event or sale of assets (during whicletittne Holder shall be entitled to convert this
Note) and (b) the resulting successor or acquieimdy (if not the Borrower) assumes by writtentinment the obligations of this Secti
1.6(b). The above provisions shall similarly apfdysuccessive consolidations, mergers, sales fém@ngr share exchanges.

(c) Adjustment Due to Distribution. If the Borrowshall declare or make any distribution of its &s$er rights to acquire its assets) to hols

of Common Stock as a dividend, stock repurchaseydyyof return of capital or otherwise (includingyadividend or distribution to the
Borrower's shareholders in cash or shares (orgighacquire shares) of capital stock of a subsidize., a spin-off)) (a "Distribution™), then
the Holder of this Note shall be entitled, upon aogpversion of this Note after the date of recanddetermining shareholders entitled to such
Distribution, to receive the amount of such asedtich would have been payable to the Holder wipeet to the shares of Common Stock
issuable upon such conversion had such Holder theeimolder of such shares of Common Stock on therdedate for the determination of
shareholders entitled to such Distribution.



(d) Adjustment Due to Dilutive Issuance. If, at dimge when any Notes are issued and outstandied3tiirower issues or sells, or in
accordance with this Section 1.6(d) hereof is dektodave issued or sold, any shares of Commork$toao consideration or for a
consideration per share (before deduction of resderexpenses or commissions or underwriting distsoor allowances in connection
therewith) less than the Fixed Conversion Pricefiect on the date of such issuance (or deemedrnss) of such shares of Common Stock (a
"Dilutive Issuance"), then immediately upon theudile Issuance, the Fixed Conversion Price wiltdguced to the amount of the
consideration per share received by the Borrowsuah Dilutive Issuance; provided that only onauatipent will be made for each Dilutive
Issuance.

The Borrower shall be deemed to have issued orstades of Common Stock if the Borrower in any negiigsues or grants any warrants,
rights or options (not including employee stockiaptplans), whether or not immediately exercisatiesubscribe for or to purchase Comn
Stock or other securities convertible into or exgeable for Common Stock ("Convertible Securitig€stich warrants, rights and options to
purchase Common Stock or Convertible Securitiehareinafter referred to as "Options") and thegger share for which Common Stock is
issuable upon the exercise of such Options isttessthe Fixed Conversion Price then in effectnttie Fixed Conversion Price shall be e

to such price per share. For purposes of the piegaentence, the "price per share for which Com®toiek is issuable upon the exercise of
such Options" is determined by dividing (i) thealaamount, if any, received or receivable by therBoer as consideration for the issuanc
granting of all such Options, plus the minimum aggte amount of additional consideration, if araygble to the Borrower upon the exer

of all such Options, plus, in the case of Convétibecurities issuable upon the exercise of sudio@y the minimum aggregate amount of
additional consideration payable upon the convarsivexchange thereof at the time such Conver8kleurities first become convertible or
exchangeable, by (ii) the maximum total numberhaires of Common Stock issuable upon the exercia#t sfich Options (assuming full
conversion of Convertible Securities, if applicdbMo further adjustment to the Conversion Prick lné made upon the actual issuance of
such Common Stock upon the exercise of such Optionpon the conversion or exchange of Convertaeurities issuable upon exercise of
such Options.

Additionally, the Borrower shall be deemed to hssseied or sold shares of Common Stock if the Boeraw any manner issues or sells any
Convertible Securities, whether or not immediatainvertible (other than where the same are issugiga the exercise of Options), and the
price per share for which Common Stock is issuaplen such conversion or exchange is less thanixieel Eonversion Price then in effect,
then the Fixed Conversion Price shall be equalith grice per share. For the purposes of the piegesgntence, the "price per share for
which Common Stock is issuable upon such convemi@xchange" is determined by dividing (i) theat@mount, if any, received or
receivable by the Borrower as consideration foriskaance or sale of all such Convertible Secutifdus the minimum aggregate amount of
additional consideration, if any, payable to therBaer upon the conversion or exchange theredfetitne such Convertible Securities first
become convertible or exchangeable, by (ii) theimam total number of shares of Common Stock issuapbn the conversion or exchange
of all such Convertible Securities. No further adijment to the Fixed Conversion Price will be mapleruthe actual issuance of such Comt
Stock upon conversion or exchange of such Conver8bcurities.
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(e) Purchase Rights. If, at any time when any Natesssued and outstanding, the Borrower issugs@mvertible securities or rights to
purchase stock, warrants, securities or other prpjne "Purchase Rights") pro rata to the redwldiers of any class of Common Stock, t
the Holder of this Note will be entitled to acquitgon the terms applicable to such Purchase Rititeésaggregate Purchase Rights which
such Holder could have acquired if such Holder ineld the number of shares of Common Stock acq@napbn complete conversion of this
Note (without regard to any limitations on converscontained herein) immediately before the datevloich a record is taken for the gra
issuance or sale of such Purchase Rights or,stueh record is taken, the date as of which therdelsolders of Common Stock are to be
determined for the grant, issue or sale of suclklige Rights.

(f) Notice of Adjustments. Upon the occurrence afle adjustment or readjustment of the Conversi@eRis a result of the events described
in this Section 1.6, the Borrower, at its expes$é@]|l promptly compute such adjustment or readjastrand prepare and furnish to the Ho
of a certificate setting forth such adjustmenteadjustment and showing in detail the facts upoithvbuch adjustment or readjustment is
based. The Borrower shall, upon the written regatany time of the Holder, furnish to such Holddike certificate setting forth (i) such
adjustment or readjustment, (ii) the Conversioré>at the time in effect and (iii) the number cdigis of Common Stock and the amount, if
any, of other securities or property which at iheetwould be received upon conversion of the Note.

1.7 Trading Market Limitations. Unless permittedthg applicable rules and regulations of the ppaksecurities market on which the
Common Stock is then listed or traded, in no egdatl the Borrower issue upon conversion of or mtiee pursuant to this Note and the o
Notes issued pursuant to the Purchase Agreemeret timan the maximum number of shares of Common Stwtkthe Borrower can issi
pursuant to any rule of the principal United Statesurities market on which the Common Stock ia theded (the "Maximum Share
Amount"), which shall be 19.99% of the total shasatstanding on the Closing Date (as defined inPtheehase Agreement), subject to
equitable adjustment from time to time for stochktspstock dividends, combinations, capital reaigations and similar events relating to the
Common Stock occurring after the date hereof. QnedMaximum Share Amount has been issued (theadatdich is hereinafter referred to
as the "Maximum Conversion Date"), if the Borrouails to eliminate any prohibitions under appliGaldw or the rules or regulations of any
stock exchange, interdealer quotation system aratblfregulatory organization with jurisdiction over tBerrower or any of its securities
the Borrower's ability to issue shares of Commarckstn excess of the Maximum Share Amount (a "Trgdarket Prepayment Event"), in
lieu of any further right to convert this Note, andull satisfaction of the Borrower's obligationsder this Note, the Borrower shall pay to
Holder, within fifteen (15) business days of thexifiaum Conversion Date (the "Trading Market Prepagtigate"), an amount equal to
130% times the sum of (a) the then outstandingciat amount of this Note immediately following thaximum Conversion Date, plus (b)
accrued and unpaid interest on the unpaid prineipadunt of this Note to the Trading Market Prepayhizate, plus (c) Default Interest, if
any, on the amounts referred to in clause (a) arfljaabove, plus (d) any optional amounts that tmaadded thereto at the Maximum
Conversion Date by the Holder in accordance withtéims hereof (the then outstanding principal amhotithis Note immediately following
the Maximum Conversion Date, plus the amounts redieto in clauses (b), (c) and (d) above shallectiNely be referred to as the "Remair
Convertible Amount”). With respect to each HoldENotes, the Maximum Share Amount shall refer tohsHlolder's pro rata share thereof
determined in accordance with Section 4.8 belovthénevent that the sum of (x) the aggregate numbshares of Common Stock issued
upon conversion of this Note and the other Notesad pursuant to the Purchase Agreement plus€ygdgregate number of shares of
Common Stock that remain issuable upon converdigm®Note and the other Notes issued pursuatitdéd®urchase Agreement, represen
least one hundred percent (100%) of the MaximunreSAaount (the "Triggering Event"), the Borrowendlwise its best efforts to seek and
obtain Shareholder Approval (or obtain such otlké&ef as will allow conversions hereunder in excafsthe Maximum Share Amount) as
soon as practicable following the Triggering Evantl before the Maximum Conversion Date. As usedihetShareholder Approval” means
approval by the shareholders of the Borrower thanige the issuance of the full number of shareSahmon Stock which would be issuable
upon full conversion of the then outstanding Ndtesfor the Maximum Share Amount.
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1.8 Status as Shareholder. Upon submission of @é&lot Conversion by a Holder, (i) the shares cedehereby (other than the shares, if i
which cannot be issued because their issuance vesukkd such Holder's allocated portion of the ReseAmount or Maximum Share
Amount) shall be deemed converted into shares afr@on Stock and (ii) the Holder's rights as a Holafesuch converted portion of this
Note shall cease and terminate, excepting onlyitfin to receive certificates for such shares ofm@mwn Stock and to any remedies provi
herein or otherwise available at law or in equitystich Holder because of a failure by the Borrawaromply with the terms of this Note.
Notwithstanding the foregoing, if a Holder has resteived certificates for all shares of Common E{mor to the tenth (10th) business ¢
after the expiration of the Deadline with respecatconversion of any portion of this Note for aagson, then (unless the Holder otherwise
elects to retain its status as a holder of ComntookSuy so notifying the Borrower) the Holder shalyain the rights of a Holder of this Note
with respect to such unconverted portions of thageNand the Borrower shall, as soon as practicadtiersn such unconverted Note to the
Holder or, if the Note has not been surrenderegisads records to reflect that such portion d$ tote has not been converted. In all cases,
the Holder shall retain all of its rights and remesdincluding, without limitation, (i) the righttreceive Conversion Default Payments
pursuant to Section 1.3 to the extent requirecetinefor such Conversion Default and any subseq@entersion Default and (ii) the right to
have the Conversion Price with respect to subsdqagversions determined in accordance with Sedti8hfor the Borrower's failure to
convert this Note.

ARTICLE Il. CERTAIN COVENANTS

2.1 Distributions on Capital Stock. So long asBloerower shall have any obligation under this Ntite, Borrower shall not without the
Holder's written consent (a) pay, declare or sattdpr such payment, any dividend or other disiitm (whether in cash, property or other
securities) on shares of capital stock other thaidehds on shares of Common Stock solely in tmefof additional shares of Common St
or (b) directly or indirectly or through any suhisiy make any other payment or distribution in extpof its capital stock except for
distributions pursuant to any shareholders' rigkas which is approved by a majority of the Borrowelisinterested directors.
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2.2 Restriction on Stock Repurchases. So longeaBdthrower shall have any obligation under thisé\diie Borrower shall not without the
Holder's written consent redeem, repurchase ometie acquire (whether for cash or in exchangefoperty or other securities or otherw

in any one transaction or series of related trafmacany shares of capital stock of the Borrowesrty warrants, rights or options to purchase
or acquire any such shares.

2.3 Borrowings. So long as the Borrower shall hawg obligation under this Note, the Borrower shall, without the Holder's written
consent, create, incur, assume or suffer to erigtiability for borrowed money, except (a) borroygs in existence or committed on the date
hereof and of which the Borrower has informed Hpoldenriting prior to the date hereof, (b) indehteds to trade creditors or financial
institutions incurred in the ordinary course ofiness or (c) borrowings, the proceeds of whichldfelsed to repay this Note.

2.4 Sale of Assets. So long as the Borrower slaaktany obligation under this Note, the Borrowellstot, without the Holder's written
consent, sell, lease or otherwise dispose of amjif&iant portion of its assets outside the ordinaurse of business. Any consent to the
disposition of any assets may be conditioned gueaified use of the proceeds of disposition.

2.5 Advances and Loans. So long as the Borrowdk Istaze any obligation under this Note, the Borrowskeall not, without the Holder's
written consent, lend money, give credit or makeaades to any person, firm, joint venture or coation, including, without limitation,
officers, directors, employees, subsidiaries afitizaés of the Borrower, except loans, creditadvances (a) in existence or committed or
date hereof and which the Borrower has informediklioin writing prior to the date hereof, (b) madetie ordinary course of business or (c)
not in excess of $50,000.

2.6 Contingent Liabilities. So long as the Borrowkall have any obligation under this Note, therBaer shall not, without the Holder's
written consent, which shall not be unreasonabthléld, assume, guarantee, endorse, contingerntbe &g purchase or otherwise become
liable upon the obligation of any person, firm,tparship, joint venture or corporation, except fiy €ndorsement of negotiable instruments
for deposit or collection and except assumptiongrantees, endorsements and contingencies (aisteese or committed on the date hereof
and which the Borrower has informed Holder in vagtiprior to the date hereof, and (b) similar tratisas in the ordinary course of business.

ARTICLE Ill. EVENTS OF DEFAULT
If any of the following events of default (each, &vent of Default") shall occur:

3.1 Failure to Pay Principal or Interest. The Bareofails to pay the principal hereof or interdstreon when due on this Note, whether at
maturity, upon a Trading Market Prepayment Evemspant to Section 1.7, upon acceleration or othssrwi
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3.2 Conversion and the Shares. The Borrower failssue shares of Common Stock to the Holder (noances or threatens that it will not
honor its obligation to do so) upon exercise byHodder of the conversion rights of the Holder acardance with the terms of this Note (fi
period of at least sixty (60) days, if such failisesolely as a result of the circumstances gowkhyeSection 1.3 and the Borrower is using its
best efforts to authorize a sufficient number afrels of Common Stock as soon as practicable),téatleinsfer or cause its transfer agent to
transfer (electronically or in certificated fornmyacertificate for shares of Common Stock issueith¢oHolder upon conversion of or
otherwise pursuant to this Note as and when redjliyethis Note or the Registration Rights Agreemenfails to remove any restrictive
legend (or to withdraw any stop transfer instrutsian respect thereof) on any certificate for amgres of Common Stock issued to the Ho
upon conversion of or otherwise pursuant to thiseNs and when required by this Note or the Registr Rights Agreement (or makes any
announcement, statement or threat that it doemtestd to honor the obligations described in tlasagraph) and any such failure shall
continue uncured (or any announcement, statemehtemt not to honor its obligations shall not éscinded in writing) for ten (10) days al
the Borrower shall have been natified thereof iiting by the Holder;

3.3 Failure to Timely File Registration or Effeceédtstration. The Borrower fails to file the Regigton Statement within sixty (60) days
following the Closing Date (as defined in the Paisd Agreement) or obtain effectiveness with theies and Exchange Commission of
the Registration Statement within one hundredyttive (135) days following the Closing Date (adided in the Purchase Agreement) or
such Registration Statement lapses in effect (ess@mnnot otherwise be made thereunder effeatiiether by reason of the Borrower's
failure to amend or supplement the prospectus deelitherein in accordance with the RegistratiorhRig\greement or otherwise) for more
than ten (10) consecutive days or twenty (20) dagsy twelve month period after the Registratitat&nent becomes effective;

3.4 Breach of Covenants. The Borrower breachesratgrial covenant or othematerial term or condition contained in Sectiorg 1.6 or 1.
of this Note, or Sections 4(c), 4(e), 4(h), 4((j) 4r 5 of the Purchase Agreement and such breantinues for a period of ten (10) days after
written notice thereof to the Borrower from the Higd;

3.5 Breach of Representations and Warranties. Apgesentation or warranty of the Borrower madeiherein any agreement, statement or
certificate given in writing pursuant hereto orcmnnection herewith (including, without limitatiotihe Purchase Agreement and the
Registration Rights Agreement), shall be false mleading in any material respect when made andéithach of which has (or with the
passage of time will have) a material adverse efiadhe rights of the Holder with respect to tNste, the Purchase Agreement or the
Registration Rights Agreement;

3.6 Receiver or Trustee. The Borrower or any sudsicf the Borrower shall make an assignmentlfiertienefit of creditors, or apply for or
consent to the appointment of a receiver or truisteg or for a substantial part of its propertyblusiness, or such a receiver or trustee shall
otherwise be appointed;
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3.7 Judgments. Any money judgment, writ or simdescess shall be entered or filed against the Bar@r any subsidiary of the Borrower
or any of its property or other assets for more 0,000, and shall remain unvacated, unbondedsinyed for a period of twenty (20) days
unless otherwise consented to by the Holder, wbdstsent will not be unreasonably withheld;

3.8 Bankruptcy. Bankruptcy, insolvency, reorganaabr liquidation proceedings or other proceedifiggelief under any bankruptcy law or
any law for the relief of debtors shall be instity or against the Borrower or any subsidiarthefBorrower;

3.9 Delisting of Common Stock. The Borrower shall fo maintain the listing of the Common Stockairieast one of the OTCBB or an
equivalent replacement exchange, the Nasdaq Natibaxket, the Nasdag SmallCap Market, the New Y8t#ck Exchange, or the American
Stock Exchange; or

3.10 Default Under Other Notes. An Event of Defdals occurred and is continuing under any of theralotes issued pursuant to the
Purchase Agreement,

then, upon the occurrence and during the contionatf any Event of Default specified in Section, 32, 3.3, 3.4, 3.5, 3.7, 3.9, or 3.10, at
option of the Holders of a majority of the aggregatincipal amount of the outstanding Notes isquaduant to the Purchase Agreement
exercisable through the delivery of written noticghe Borrower by such Holders (the "Default Netj¢c and upon the occurrence of an Event
of Default specified in Section 3.6 or 3.8, the &oshall become immediately due and payable anBdhewer shall pay to the Holder, in

full satisfaction of its obligations hereunder,anount equal to the greater of (i) 130% times tha ef (w) the then outstanding principal
amount of this Note plus (x) accrued and unpaieregt on the unpaid principal amount of this Notéhe date of payment (the "Mandatory
Prepayment Date") plus (y) Default Interest, if aoy the amounts referred to in clauses (w) angjoplus (z) any amounts owed to the
Holder pursuant to Sections 1.3 and 1.4(g) hereplissuant to Section 2(c) of the Registration Righgreement (the then outstanding
principal amount of this Note to the date of payhq@ns the amounts referred to in clauses (x)atd

(z) shall collectively be known as the "Default Syior (i) the "parity value" of the Default Sum be prepaid, where parity value means (a)
the highest number of shares of Common Stock issugdon conversion of or otherwise pursuant to ddefault Sum in accordance with
Article |, treating the Trading Day immediately pegling the Mandatory Prepayment Date as the "CsimreDate" for purposes of
determining the lowest applicable Conversion Prirdess the Default Event arises as a result oféadh in respect of a specific Conversion
Date in which case such Conversion Date shall e€tmversion Date), multiplied by (b) the highekidihg Price for the Common Stock
during the period beginning on the date of firstumeence of the Event of Default and ending onepléyr to the Mandatory Prepayment D
(the "Default Amount") and all other amounts pagaféreunder shall immediately become due and payablwithout demand, presentment
or notice, all of which hereby are expressly wajwedether with all costs, including, without limiton, legal fees and expenses, of collection,
and the Holder shall be entitled to exercise &lkotights and remedies available at law or in tyqlfithe Borrower fails to pay the Default
Amount within five (5) business days of written igetthat such amount is due and payable, then theershall have the right at any time, so
long as the Borrower remains in default (and sg land to the extent that there are sufficient aigbd shares), to require the Borrower, u
written notice, to immediately issue, in lieu oétBefault Amount, the number of shares of CommartiSof the Borrower equal to the
Default Amount divided by the Conversion Price tireeffect.
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ARTICLE IV. MISCELLANEOUS

4.1 Failure or Indulgence Not Waiver. No failuredalay on the part of the Holder in the exercisarof power, right or privilege hereunder
shall operate as a waiver thereof, nor shall anglsior partial exercise of any such power, righprivilege preclude other or further exercise
thereof or of any other right, power or privilegéd.rights and remedies existing hereunder arewative to, and not exclusive of, any rights
or remedies otherwise available.

4.2 Notices. Any notice herein required or pernditte be given shall be in writing and may be peadlgrserved or delivered by courier or
sent by United States mail and shall be deemede heen given upon receipt if personally servdddshall include telephone line
facsimile transmission) or sent by courier or th{@edays after being deposited in the United Statail, certified, with postage pre-paid and
properly addressed, if sent by mail. For the puepdeereof, the address of the Holder shall be @srsbn the records of the Borrower; and
the address of the Borrower shall be 4625 Creekdirive, Suite 100, Research Triangle Park, DurHd@1 27703, facsimile number: (919)
474-9712. Both the Holder and the Borrower may geahe address for service by service of writteticedo the other as herein provided.

4.3 Amendments. This Note and any provision heneayf only be amended by an instrument in writingietyby the Borrower and the
Holder. The term "Note" and all reference thera®used throughout this instrument, shall meanirsisument (and the other Notes issued
pursuant to the Purchase Agreement) as originatigwted, or if later amended or supplemented, 8s3p amended or supplemented.

4.4 Assignability. This Note shall be binding upgbe Borrower and its successors and assigns, atidralre to be the benefit of the Holder
and its successors and assigns. Each transfetisis dfote must be an "accredited investor" (asngefiin Rule 501(a) of the 1933 Act).
Notwithstanding anything in this Note to the congrahis Note may be pledged as collateral in catina with a bona fide margin account
other lending arrangement.

4.5 Cost of Collection. If default is made in theyment of this Note, the Borrower shall pay theddolhereof costs of collection, including
reasonable attorneys' fees.

4.6 Governing Law. THIS NOTE SHALL BE ENFORCED, GERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS
OF THE STATE OF NEW YORK APPLICABLE TO AGREEMENTSADE AND TO BE PERFORMED ENTIRELY WITHIN SUCH
STATE, WITHOUT REGARD TO THE PRINCIPLES OF CONFLIGJF LAWS. THE BORROWER HEREBY SUBMITS TO THE
EXCLUSIVE JURISDICTION OF THE UNITED STATES FEDERACOURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS NOTE, THEGREEMENTS ENTERED INTO IN CONNECTION HEREWITH
OR THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBBOTH PARTIES IRREVOCABLY WAIVE THE DEFENSE OF
AN INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH SIO OR PROCEEDING. BOTH PARTIES FURTHER AGREE
THAT SERVICE OF PROCESS UPON A PARTY MAILED BY FIRSCLASS MAIL SHALL BE DEEMED IN EVERY RESPECT
EFFECTIVE SERVICE OF PROCESS UPON THE PARTY IN AI$YCH SUIT OR PROCEEDING. NOTHING HEREIN SHALL
AFFECT EITHER PARTY'S RIGHT TO SERVE PROCESS IN ANDTHER MANNER PERMITTED BY LAW. BOTH PARTIES
AGREE THAT A FINAL NON-APPEALABLE JUDGMENT IN ANY $JCH SUIT OR PROCEEDING SHALL BE CONCLUSIVE AND
MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT ONUECH JUDGMENT OR IN ANY OTHER LAWFUL MANNER. THE
PARTY WHICH DOES NOT PREVAIL IN ANY DISPUTE ARISINGNDER THIS NOTE SHALL BE RESPONSIBLE FOR ALL FEES
AND EXPENSES, INCLUDING ATTORNEYS' FEES, INCURREDYBITHE PREVAILING PARTY IN CONNECTION WITH SUCH
DISPUTE.
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4.7 Certain Amounts. Whenever pursuant to this KNudeBorrower is required to pay an amount in exaédghe outstanding principal amount
(or the portion thereof required to be paid at thae) plus accrued and unpaid interest plus Défatgrest on such interest, the Borrower and
the Holder agree that the actual damages to thddrfdom the receipt of cash payment on this Nodg be difficult to determine and the
amount to be so paid by the Borrower represenisiatied damages and not a penalty and is interdegnbpensate the Holder in part for loss
of the opportunity to convert this Note and to eameturn from the sale of shares of Common Stogkiaed upon conversion of this Note
price in excess of the price paid for such shamesyant to this Note. The Borrower and the Holdeehy agree that such amount of stipul
damages is not plainly disproportionate to the ibbs$oss to the Holder from the receipt of a cpaiment without the opportunity to convert
this Note into shares of Common Stock.

4.8 Allocations of Maximum Share Amount and Resérenount. The Maximum Share Amount and Reserved dmhshall be allocated pro
rata among the Holders of Notes based on the pahaimount of such Notes issued to each Holdeh Earease to the Maximum Share
Amount and Reserved Amount shall be allocated at@ among the Holders of Notes based on the pehaipount of such Notes held by
each Holder at the time of the increase in the khaxn Share Amount or Reserved Amount. In the evéitlder shall sell or otherwise
transfer any of such Holder's Notes, each transfehall be allocated a pro rata portion of suchstieror's Maximum Share Amount and
Reserved Amount. Any portion of the Maximum Sharecint or Reserved Amount which remains allocateahipperson or entity which
does not hold any Notes shall be allocated to¢h®aming Holders of Notes, pro rata based on theipal amount of such Notes then helc
such Holders.

4.9 Damages Shares. The shares of Common Stocin#tyabe issuable to the Holder pursuant to Secticdisnd 1.4(g) hereof and pursuant
to Section 2(c) of the Registration Rights Agreeh{@idamages Shares") shall be treated as Commaik &suable upon conversion of this
Note for all purposes hereof and shall be subgeatltof the limitations and afforded all of thghis of the other shares of Common St
issuable hereunder, including without limitatiome tright to be included in the Registration Stateinfieed pursuant to the Registration Rights
Agreement. For purposes of calculating interesapbgyon the outstanding principal amount hereafepkas otherwise provided herein,
amounts convertible into Damages Shares ("DamagesuAts”) shall not bear interest but must be cdedeaprior to the conversion of any
outstanding principal amount hereof, until the tariding Damages Amounts is zero.
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4.10 Denominations. At the request of the Holdpnrusurrender of this Note, the Borrower shall gotynissue new Notes in the aggregate
outstanding principal amount hereof, in the formelé in such denominations of at least $50,00thadHolder shall request.

4.11 Purchase Agreement. By its acceptance ofNibiig, each Holder agrees to be bound by the ajdi¢carms of the Purchase Agreement.

4.12 Notice of Corporate Events. Except as otherpisvided below, the Holder of this Note shall&dawe rights as a Holder of Common
Stock unless and only to the extent that it corsviinis Note into Common Stock. The Borrower shedvjile the Holder with prior notificatic
of any meeting of the Borrower's shareholders @pdes of proxy materials and other informationtsershareholders). In the event of any
taking by the Borrower of a record of its shareloddfor the purpose of determining shareholders aveeentitled to receive payment of any
dividend or other distribution, any right to subiberfor, purchase or otherwise acquire (includigguay of merger, consolidation,
reclassification or recapitalization) any sharewy class or any other securities or propertypaeteive any other right, or for the purpose of
determining shareholders who are entitled to wotgohnection with any proposed sale, lease or g@anee of all or substantially all of the
assets of the Borrower or any proposed liquidatiissolution or winding up of the Borrower, the Biwer shall mail a notice to the Holder,
at least twenty (20) days prior to the record datecified therein (or thirty (30) days prior to tensummation of the transaction or event,
whichever is earlier), of the date on which anytstecord is to be taken for the purpose of suclddind, distribution, right or other event, ¢
a brief statement regarding the amount and charatsich dividend, distribution, right or otheres to the extent known at such time. The
Borrower shall make a public announcement of amnevequiring notification to the Holder hereundebstantially simultaneously with the
notification to the Holder in accordance with teents of this Section 4.12.

4.13 Remedies. The Borrower acknowledges thatachrby it of its obligations hereunder will causeparable harm to the Holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Borrowerremkledges that the remedy at law for a
breach of its obligations under this Note will badequate and agrees, in the event of a breatheaténed breach by the Borrower of the
provisions of this Note, that the Holder shall inéiteed, in addition to all other available remesiag law or in equity, and in addition to the
penalties assessable herein, to an injunctionjonétions restraining, preventing or curing anyaute of this Note and to enforce specifically
the terms and provisions thereof, without the ngitesf showing economic loss and without any bondther security being required.
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ARTICLE V. CALL OPTION

5.1 Call Option. Notwithstanding anything to thentrary contained in this Article V, so long asr{@ Event of Default or Trading Market
Prepayment Event shall have occurred and be cangin(ii) the Borrower has a sufficient number offeorized shares of Common Stock
reserved for issuance upon full conversion of tlogel, then at any time after the Issue Date, aifdh@ Common Stock is trading at or bel
$.10 per share, the Borrower shall have the rigikatycisable on not less than ten (10) Trading Paigs written notice to the Holders of the
Notes (which notice may not be sent to the Holdéthe Notes until the Borrower is permitted togag the Notes pursuant to this Sect

5.1), to prepay all of the outstanding Notes inoadance with this Section 5.1. Any notice of prapant hereunder (an "Optional
Prepayment") shall be delivered to the HolderdefNotes at their registered addresses appearittgedsooks and records of the Borrower
and shall state (1) that the Borrower is exercigimgight to prepay all of the Notes issued onl#seie Date and (2) the date of prepayment
(the "Optional Prepayment Notice"). On the datedixXor prepayment (the "Optional Prepayment Datb® Borrower shall make payment of
the Optional Prepayment Amount (as defined belowrtupon the order of the Holders as specifiethkyHolders in writing to the Borrower
at least one (1) business day prior to the OptiBnepayment Date. If the Borrower exercises itstrig prepay the Notes, the Borrower shall
make payment to the holders of an amount in cdwh"@ptional Prepayment Amount") equal to eithed #5% (for prepayments occurring
within thirty (30) days of the Issue Date), (ii)3% for prepayments occurring between thiotye (31) and sixty (60) days of the Issue Dat
(iii) 145% (for prepayments occurring after thetigth (60th) day following the Issue Date), muligal by the sum of (w) the then outstanding
principal amount of this Note plus (x) accrued angaid interest on the unpaid principal amount&f Note to the Optional Prepayment C
plus (y) Default Interest, if any, on the amourgferred to in clauses (w) and (x) plus (z) any am®owed to the Holder pursuant to Sections
1.3 and 1.4(g) hereof or pursuant to Section 2(the Registration Rights Agreement (the then amiding principal amount of this Note to
the date of payment plus the amounts referred étaimses (x), (y) and

(2) shall collectively be known as the "OptionaéPayment Sum"). Notwithstanding notice of an OmldPrepayment, the Holders shall at all
times prior to the Optional Prepayment Date mainthé right to convert all or any portion of thetB®in accordance with Article | and any
portion of Notes so converted after receipt of quiéhal Prepayment Notice and prior to the OptidPrapayment Date set forth in such nc
and payment of the aggregate Optional Prepaymermtustnshall be deducted from the principal amoufiaties which are otherwise subject
to prepayment pursuant to such notice. If the Beerodelivers an Optional Prepayment Notice and failpay the Optional Prepayment
Amount due to the Holders of the Notes within t&) lfusiness days following the Optional Prepaynizait, the Borrower shall forever
forfeit its right to redeem the Notes pursuanthis Section 5.1.

5.2 Partial Call Option. Notwithstanding anythimgtihe contrary contained in this Article V, in teent that the Average Daily Price of the
Common Stock, as reported by the Reporting Serfacesach day of the month ending on any DeterrondDate is below the Initial Market
Price, the Borrower may, at its option, prepay #ipo of the outstanding principal amount of thet&equal to the principal amount hereof
divided by thirtysix (36) plus one month's interest. The term "&hiklarket Price” means shall mean the volume weidjlaiverage price of tl
Common Stock for the five (5) Trading Days immeeligipreceding the Closing which is $.06. The teReporting Service" means a reliable
reporting service mutually acceptable to and hairfeen designated by the Holder.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower has caused this Notkd signed in its name by its duly authorizedceffithis 24th day of October,
2005.

CYBERLUX CORPORATION

By: /s/ DONALD EVANS

Donal d Evans
Chi ef Executive O ficer



Exhibit 4.6

THIS WARRANT AND THE SHARES ISSUABLE UPON THE EXERSE OF THIS WARRANT HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED. EXCERS OTHERWISE SET FORTH HEREIN OR IN A SECURITIES
PURCHASE AGREEMENT DATED AS OF OCTOBER 24, 2005,INHER THIS WARRANT NOR ANY OF SUCH SHARES MAY BE
SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCE OF AYFECTIVE REGISTRATION STATEMENT FOR SUCH
SECURITIES UNDER SAID ACT OR, AN OPINION OF COUNSEIN FORM, SUBSTANCE AND SCOPE, CUSTOMARY FOR
OPINIONS OF COUNSEL IN COMPARABLE TRANSACTIONS, THAREGISTRATION IS NOT REQUIRED UNDER SUCH ACT OR
UNLESS SOLD PURSUANT TO RULE 144 OR REGULATION S DER SUCH ACT.

Right to Purchase 432,800 Shares of Common Sto@@1%ar value per share
STOCK PURCHASE WARRANT

THIS CERTIFIES THAT, for value received, AJW OffsieoLtd. or its registered assigns, is entitleguechase from Cyberlux Corporation,
a Nevada corporation (the "Company"), at any tim&am time to time during the period specifiedHaragraph 2 hereof, 432,800 fully paid
and nonassessable shares of the Company's Comidg $1001 par value per share (the "Common Stoelkk'an exercise price per share
equal to $.10 (the "Exercise Price"). The term "i&atr Shares," as used herein, refers to the sba@smmon Stock purchasable hereunder.
The Warrant Shares and the Exercise Price areubjadjustment as provided in Paragraph 4 hefidaf.term "Warrants" means this
Warrant and the other warrants issued pursuahtatocertain Securities Purchase Agreement, datéab@c24, 2005, by and among the
Company and the Buyers listed on the execution gagyeof (the "Securities Purchase Agreement"judiog any additional warrants
issuable pursuant to Section 4(1) thereof.

This Warrant is subject to the following terms,\psions, and conditions:

1. Manner of Exercise; Issuance of Certificategnent for Shares. Subject to the provisions hetbef,Warrant may be exercised by the
holder hereof, in whole or in part, by the surremafethis Warrant, together with a completed exa@greement in the form attached hereto
(the "Exercise Agreement"), to the Company duriogwal business hours on any business day at thgp&@uyis principal executive offices
(or such other office or agency of the Companyt asaly designate by notice to the holder hereof), gon (i) payment to tr



Company in cash, by certified or official bank ckec by wire transfer for the account of the Compahthe Exercise Price for the Warrant
Shares specified in the Exercise Agreement off tiie resale of the Warrant Shares by the holsl@ot then registered pursuant to an
effective registration statement under the Seasrifict of 1933, as amended (the "Securities Adglyery to the Company of a written
notice of an election to effect a "Cashless Exefdias defined in Section 11(c) below) for the VdatrShares specified in the Exercise
Agreement. The Warrant Shares so purchased shd#diaed to be issued to the holder hereof or solclelis designee, as the record owner
of such shares, as of the close of business odattgeon which this Warrant shall have been surmeaii¢he completed Exercise Agreement
shall have been delivered, and payment shall hagea made for such shares as set forth above. iCatei for the Warrant Shares so
purchased, representing the aggregate number dsshpecified in the Exercise Agreement, shalldiered to the holder hereof within a
reasonable time, not exceeding three (3) busiregs, dfter this Warrant shall have been so exatciBee certificates so delivered shall be in
such denominations as may be requested by therHwddeof and shall be registered in the name di sotder or such other name as shall be
designated by such holder. If this Warrant shaliehaeen exercised only in part, then, unless thasriivit has expired, the Company shall, at
its expense, at the time of delivery of such dediks, deliver to the holder a new Warrant reprisg the number of shares with respect to
which this Warrant shall not then have been exedcit addition to all other available remediekat or in equity, if the Company fails to
deliver certificates for the Warrant Shares witthiree (3) business days after this Warrant is ésedcthen the Company shall pay to the
holder in cash a penalty (the "Penalty") equal%odf the number of Warrant Shares that the hoklentitled to multiplied by the Market
Price (as hereinafter defined) for each day thatGhmpany fails to deliver certificates for the Wéat Shares. For example, if the holder is
entitled to 100,000 Warrant Shares and the MarkieeRfs $2.00, then the Company shall pay to tHddrdb4,000 for each day that the
Company fails to deliver certificates for the Watr&hares. The Penalty shall be paid to the hdigéhe fifth day of the month following the
month in which it has accrued.

Notwithstanding anything in this Warrant to the tary, in no event shall the holder of this Warrhatentitled to exercise a numbel
Warrants

(or portions thereof) in excess of the number off\fats (or portions thereof)

upon exercise of which the sum of (i) the numbestafres of Common Stock beneficially owned by thidédr and its affiliates (other than
shares of Common Stock which may be deemed beaigfioiwned through the ownership of the unexercld&drants and the unexercised or
unconverted portion of any other securities of@wenpany (including the Notes (as defined in theuiges Purchase Agreement)) subject to
a limitation on conversion or exercise analogouh#olimitation contained herein) and (ii) the nienbf shares of Common Stock issuable
upon exercise of the Warrants (or portions therettf) respect to which the determination describerkin is being made, would result in
beneficial ownership by the holder and its affégbf more than 4.9% of the outstanding shareafr@on Stock. For purposes of the
immediately preceding sentence, beneficial ownprshall be determined in accordance with Sectidd)1&f the Securities Exchange Act of
1934, as amended, and Regulation 13D-G thereuedespt as otherwise provided in clause (i) of tteepding sentence. Notwithstanding
anything to the contrary contained herein, thethtion on exercise of this Warrant set forth heraay not be amended without (i) the written
consent of the holder hereof and the Company anthé approval of a majority of shareholders &f @ompany.
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2. Period of Exercise. This Warrant is exercisablany time or from time to time on or after théedan which this Warrant is issued and
delivered pursuant to the terms of the Securitigstase Agreement and before 6:00 p.m., New Yoey Mork time on the fifth (5th)
anniversary of the date of issuance (the "Exereegod").

3. Certain Agreements of the Company. The Companglly covenants and agrees as follows:

(a) Shares to be Fully Paid. All Warrant Shares, wpon issuance in accordance with the termsisfWharrant, be validly issued, fully paid,
and nonassessable and free from all taxes, liewsglaarges with respect to the issue thereof.

(b) Reservation of Shares. During the Exercisedgéethe Company shall at all times have authoriaed,reserved for the purpose of issue
upon exercise of this Warrant, a sufficient numtifeshares of Common Stock to provide for the exserdf this Warrant.

(c) Listing. The Company shall promptly securelteng of the shares of Common Stock issuable upm@rcise of the Warrant upon each
national securities exchange or automated quotatietem, if any, upon which shares of Common Sawekhen listed (subject to official
notice of issuance upon exercise of this Warramd) shall maintain, so long as any other sharesofif@on Stock shall be so listed, such
listing of all shares of Common Stock from timetitoe issuable upon the exercise of this Warrand;tae Company shall so list on each
national securities exchange or automated quotatietem, as the case may be, and shall maintaimlistiog of, any other shares of capital
stock of the Company issuable upon the exerciski®iWarrant if and so long as any shares of thaeeszlass shall be listed on such national
securities exchange or automated quotation system.

(d) Certain Actions Prohibited. The Company wiltmy amendment of its charter or through any rapization, transfer of assets,
consolidation, merger, dissolution, issue or sfgecurities, or any other voluntary action, aveideek to avoid the observance or
performance of any of the terms to be observedcedopmmed by it hereunder, but will at all timesgood faith assist in the carrying out of all
the provisions of this Warrant and in the takingbfsuch action as may reasonably be requestéldeblyolder of this Warrant in order to
protect the exercise privilege of the holder o$ thiarrant against dilution or other impairment, sistent with the tenor and purpose of this
Warrant. Without limiting the generality of the &moing, the Company (i) will not increase the palue of any shares of Common Stock
receivable upon the exercise of this Warrant altbeeexercise Price then in effect, and (ii) wikeaall such actions as may be necessary or
appropriate in order that the Company may validigl kegally issue fully paid and nonassessable st@r€ommon Stock upon the exercis
this Warrant.

(e) Successors and Assigns. This Warrant will belibg upon any entity succeeding to the Companmbgger, consolidation, or acquisition
of all or substantially all the Company's assets.

4. Antidilution Provisions. During the Exercise ek, the Exercise Price and the number of Warr&ar& shall be subject to adjustment
from time to time as provided in this Paragraph 4.
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In the event that any adjustment of the ExerciseeRys required herein results in a fraction ofatcsuch Exercise Price shall be rounded up
to the nearest cent.

(a) Adjustment of Exercise Price and Number of 8haipon Issuance of Common Stock. Except as otbepvovided in Paragraphs 4(c) i
4(e) hereof, if and whenever on or after the dhissmance of this Warrant, the Company issueglts,©r in accordance with Paragraph 4(b)
hereof is deemed to have issued or sold, any sba@smmon Stock for no consideration or for a édasation per share (before deductiol
reasonable expenses or commissions or underwdtgsmpunts or allowances in connection therewith ldan the Market Price on the dati
issuance (a "Dilutive Issuance"), then immediatgdpn the Dilutive Issuance, the Exercise Price bdlireduced to a price determined by
multiplying the Exercise Price in effect immedigtetior to the Dilutive Issuance by a fraction,tfie numerator of which is an amount equal
to the sum of (x) the number of shares of CommaciSactually outstanding immediately prior to thibubve Issuance, plus (y) the quotient
of the aggregate consideration, calculated asostt in Paragraph 4(b) hereof, received by the Gomgpupon such Dilutive Issuance divided
by the Market Price in effect immediately priorthe Dilutive Issuance, and (ii) the denominatowbich is the total number of shares of
Common Stock Deemed Outstanding (as defined betomediately after the Dilutive Issuance.

(b) Effect on Exercise Price of Certain Events. parposes of determining the adjusted ExerciseeRnxler Paragraph 4(a) hereof, the
following will be applicable:

(i) Issuance of Rights or Options. If the Compamgainy manner issues or grants any warrants, rigghaptions, whether or not immediately
exercisable, to subscribe for or to purchase Com&tonk or other securities convertible into or exuleable for Common Stock
("Convertible Securities") (such warrants, rightsl @ptions to purchase Common Stock or ConverSigleurities are hereinafter referred to as
"Options") and the price per share for which Comr8twock is issuable upon the exercise of such Ogtimiess than the Market Price on the
date of issuance or grant of such Options, themt@wemum total number of shares of Common Stoakailske upon the exercise of all such
Options will, as of the date of the issuance ongod such Options, be deemed to be outstandindgahédve been issued and sold by the
Company for such price per share. For purposdsegpteceding sentence, the "price per share facthw@ommon Stock is issuable upon the
exercise of such Options" is determined by dividipghe total amount, if any, received or receieally the Company as consideration for the
issuance or granting of all such Options, plusniir@mum aggregate amount of additional considenatifoany, payable to the Company upon
the exercise of all such Options, plus, in the cdg@onvertible Securities issuable upon the eserof such Options, the minimum aggregate
amount of additional consideration payable uponctireversion or exchange thereof at the time suatv&ible Securities first become
convertible or exchangeable, by (ii) the maximumaltaumber of shares of Common Stock issuable tpeexercise of all such Options
(assuming full conversion of Convertible Securitiéspplicable). No further adjustment to the Eoise Price will be made upon the actual
issuance of such Common Stock upon the exerciseatt Options or upon the conversion or exchanggoolertible Securities issuable ug
exercise of such Options.
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(i) Issuance of Convertible Securities. If the Gmny in any manner issues or sells any Conver8bleurities, whether or not immediately
convertible (other than where the same are issugdda the exercise of Options) and the price paresfor which Common Stock is issuable
upon such conversion or exchange is less than Hr&eé¥lPrice on the date of issuance, then the maritotal number of shares of Common
Stock issuable upon the conversion or exchang# sfich Convertible Securities will, as of the dafdhe issuance of such Convertible
Securities, be deemed to be outstanding and tolhese issued and sold by the Company for such pacshare. For the purposes of the
preceding sentence, the "price per share for wmimmon Stock is issuable upon such conversion arange" is determined by dividing

(i) the total amount, if any, received or receiwaby the Company as consideration for the issuansele of all such Convertible Securities,
plus the minimum aggregate amount of additionaka®ration, if any, payable to the Company uporctireversion or exchange thereof at
the time such Convertible Securities first becomevertible or exchangeable, by (ii) the maximunatoumber of shares of Common Stock
issuable upon the conversion or exchange of all Slanvertible Securities. No further adjustmenthi Exercise Price will be made upon the
actual issuance of such Common Stock upon convesiexchange of such Convertible Securities.

(iii) Change in Option Price or Conversion RatehEre is a change at any time in (i) the amoutatdadfitional consideration payable to the
Company upon the exercise of any Options; (ii)ah®unt of additional consideration, if any, payabléhe Company upon the conversion or
exchange of any Convertible Securities; or (ii@ thte at which any Convertible Securities are editle into or exchangeable for Common
Stock (other than under or by reason of provisaesigned to protect against dilution), the ExerBigee in effect at the time of such change
will be readjusted to the Exercise Price which widuhve been in effect at such time had such Optio@onvertible Securities still
outstanding provided for such changed additionabim®eration or changed conversion rate, as theragebe, at the time initially granted,
issued or sold.

(iv) Treatment of Expired Options and Unexercisehzrtible Securities. If, in any case, the totainier of shares of Common Stock
issuable upon exercise of any Option or upon caiwrror exchange of any Convertible Securitieis in fact, issued and the rights to
exercise such Option or to convert or exchange Qaivertible Securities shall have expired or teated, the Exercise Price then in effect
will be readjusted to the Exercise Price which widuhve been in effect at the time of such expiratiotermination had such Option or
Convertible Securities, to the extent outstandinmediately prior to such expiration or terminat{other than in respect of the actual number
of shares of Common Stock issued upon exerciserorersion thereof), never been issued.
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(v) Calculation of Consideration Received. If angn@mon Stock, Options or Convertible Securitiesissaed, granted or sold for cash, the
consideration received therefor for purposes & Warrant will be the amount received by the Compherefor, before deduction of
reasonable commissions, underwriting discountslawances or other reasonable expenses paid orrgttby the Company in connection
with such issuance, grant or sale. In case any Gomtock, Options or Convertible Securities aragsisor sold for a consideration part ol
of which shall be other than cash, the amountefcttnsideration other than cash received by thepgaagnwill be the fair value of such
consideration, except where such considerationissnsf securities, in which case the amount osaeration received by the Company will
be the Market Price thereof as of the date of pecki case any Common Stock, Options or Convert8#curities are issued in connection
with any acquisition, merger or consolidation inigththe Company is the surviving corporation, theoant of consideration therefor will be
deemed to be the fair value of such portion ofrthieassets and business of the non-surviving catiporas is attributable to such Common
Stock, Options or Convertible Securities, as treeaaay be. The fair value of any considerationratien cash or securities will be
determined in good faith by the Board of Directofshe Company.

(vi) Exceptions to Adjustment of Exercise Price. &tjustment to the Exercise Price will be madegon the exercise of any warrants,
options or convertible securities granted, issuati@utstanding on the date of issuance of this 8&r(ii) upon the grant or exercise of any
stock or options which may hereafter be granteexercised under any employee benefit plan, stotkmplan or restricted stock plan of the
Company now existing or to be implemented in tharky so long as the issuance of such stock oompis approved by a majority of the
independent members of the Board of Directors @@bmpany or a majority of the members of a conemitf independent directors
established for such purpose; or (iii) upon thereise of the Warrants.

(c) Subdivision or Combination of Common Stockthé Company at any time subdivides (by any stotik spock dividend, recapitalization,
reorganization, reclassification or otherwise) shares of Common Stock acquirable hereunder igteaer number of shares, then, after the
date of record for effecting such subdivision, Eh@rcise Price in effect immediately prior to schbdivision will be proportionately reduct

If the Company at any time combines (by reversekssplit, recapitalization, reorganization, reclisation or otherwise) the shares of
Common Stock acquirable hereunder into a smallerhau of shares, then, after the date of recoréffecting such combination, the Exerc
Price in effect immediately prior to such combibativill be proportionately increased.

(d) Adjustment in Number of Shares. Upon each andljast of the Exercise Price pursuant to the promsiof this Paragraph 4, the number of
shares of Common Stock issuable upon exercisa¥arrant shall be adjusted by multiplying a numégual to the Exercise Price in effect
immediately prior to such adjustment by the nundfeshares of Common Stock issuable upon exercifigiiWarrant immediately prior to
such adjustment and dividing the product so obthinethe adjusted Exercise Price.

(e) Consolidation, Merger or Sale. In case of amysolidation of the Company with, or merger of @@mpany into any other corporation, or
in case of any sale or conveyance of all or sulisijnall of the assets of the Company other thaconnection with a plan of complete
liquidation of the Company, then as a conditioswéh consolidation, merger or sale or conveyaraegwate provision will be made whereby
the holder of this Warrant will have the right tmaire and receive upon exercise of this Warralieinof the shares of Common Stock
immediately theretofore acquirable upon the exerofsthis Warrant, such shares of stock, securiiesssets as may be issued or payable
respect to or in exchange for the number of shafr€mmon Stock immediately theretofore acquirarid receivable upon exercise of this
Warrant had such consolidation, merger or salenveyance not taken place. In any such case, thep@uwy will make appropriate provision
to insure that the provisions of this Paragrapleredf will thereafter be applicable as nearly ag bin relation to any shares of stock or
securities thereafter deliverable upon the exemigbis Warrant. The Company will not effect amnsolidation, merger or sale or
conveyance unless prior to the consummation thetieefsuccessor corporation (if other than the Gomgpassumes by written instrument
obligations under this Paragraph 4 and the obbgatio deliver to the holder of this Warrant suichres of stock, securities or assets as, in
accordance with the foregoing provisions, the hoiday be entitled to acquire.
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(f) Distribution of Assets. In case the Companyllstieclare or make any distribution of its asseatsl(ding cash) to holders of Common
Stock as a partial liquidating dividend, by wayreturn of capital or otherwise, then, after theedaftrecord for determining shareholders
entitled to such distribution, but prior to theelaf distribution, the holder of this Warrant shadl entitled upon exercise of this Warrant for
the purchase of any or all of the shares of Com8togk subject hereto, to receive the amount of aigskts which would have been payable
to the holder had such holder been the holder di shares of Common Stock on the record date éodétermination of shareholders entitled
to such distribution.

(9) Notice of Adjustment. Upon the occurrence of ament which requires any adjustment of the Exeréirice, then, and in each such case,
the Company shall give notice thereof to the hotifehis Warrant, which notice shall state the Eig Price resulting from such adjustment
and the increase or decrease in the number of WeBteres purchasable at such price upon exesgtang forth in reasonable detail the
method of calculation and the facts upon which statbulation is based. Such calculation shall béfesl by the Chief Financial Officer of
the Company.

(h) Minimum Adjustment of Exercise Price. No adjuent of the Exercise Price shall be made in an atafless than 1% of the Exercise
Price in effect at the time such adjustment is mtfee required to be made, but any such lessestad@nt shall be carried forward and sha
made at the time and together with the next suls@qdjustment which, together with any adjustmseatsarried forward, shall amount to
not less than 1% of such Exercise Price.

() No Fractional Shares. No fractional shares ofmthon Stock are to be issued upon the exercidasofWarrant, but the Company shall pay
a cash adjustment in respect of any fractionalestvaich would otherwise be issuable in an amounakw the same fraction of the Market
Price of a share of Common Stock on the date df swercise.

(j) Other Notices. In case at any time:

(i) the Company shall declare any dividend uponGbenmon Stock payable in shares of stock of argsate make any other distribution
(including dividends or distributions payable irsbaut of retained earnings) to the holders ofGbmmon Stock;

(i) the Company shall offer for subscription petda to the holders of the Common Stock any additishares of stock of any class or other
rights;

(iii) there shall be any capital reorganizatiortiaé Company, or reclassification of the Common IStoc consolidation or merger of the
Company with or into, or sale of all or substatyiall its assets to, another corporation or entty

(iv) there shall be a voluntary or involuntary dikgion, liquidation or winding up of the Company;
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then, in each such case, the Company shall gitleetholder of this Warrant

(a) notice of the date on which the books of thenGany shall close or a record shall be taken feerdgning the holders of Common Stock
entitled to receive any such dividend, distributionsubscription rights or for determining thedwt of Common Stock entitled to vote in
respect of any such reorganization, reclassificattonsolidation, merger, sale, dissolution, ligtidn or windingup and (b) in the case of ¢
such reorganization, reclassification, consolidgtimerger, sale, dissolution, liquidation or wirghap, notice of the date (or, if not then
known, a reasonable approximation thereof by theagamy) when the same shall take place. Such nsitiak also specify the date on which
the holders of Common Stock shall be entitled teiee such dividend, distribution, or subscriptig@ghts or to exchange their Common St
for stock or other securities or property delivéealppon such reorganization, reclassification, otidation, merger, sale, dissolution,
liquidation, or winding-up, as the case may be.hSuatice shall be given at least 30 days priohtorecord date or the date on which the
Company's books are closed in respect theretairgaib give any such notice or any defect therkall 0t affect the validity of the
proceedings referred to in clauses (i), (ii), @nd (iv) above.

(k) Certain Events. If any event occurs of the tgpatemplated by the adjustment provisions of Ba@gagraph 4 but not expressly providec
by such provisions, the Company will give noticesath event as provided in Paragraph 4(g) heradfttze Company's Board of Directors
will make an appropriate adjustment in the Exer€igee and the number of shares of Common Stockiedzie upon exercise of this Warr
so that the rights of the holder shall be neittdramced nor diminished by such event.

() Certain Definitions.

() "Common Stock Deemed Outstanding” shall meamitlmber of shares of Common Stock actually outstgn(not including shares of
Common Stock held in the treasury of the Compapiys (x) pursuant to Paragraph 4(b)(i) hereof nitaimum total number of shares of
Common Stock issuable upon the exercise of Optassf the date of such issuance or grant of syasttofs, if any, and (y) pursuant to
Paragraph 4(b)(ii) hereof, the maximum total nundfeshares of Common Stock issuable upon convemi@xchange of Convertible
Securities, as of the date of issuance of such &tible Securities, if any.

(i) "Market Price," as of any date, (i) means #verage of the last reported sale prices for theeshof Common Stock on the OTCBB for the
five (5) Trading Days immediately preceding suctedss reported by Bloomberg, or (ii) if the OTCBBniot the principal trading market for
the shares of Common Stock, the average of thedpstted sale prices on the principal trading reaftrr the Common Stock during the se
period as reported by Bloomberg, or (iii) if marketue cannot be calculated as of such date om&the foregoing bases, the Market Price
shall be the fair market value as reasonably détextirin good faith by (a) the Board of Directorgtoeé Company or, at the option of a
majority-in-interest of the holders of the outstimgdWarrants by (b) an independent investment lidmiationally recognized standing in the
valuation of businesses similar to the businegsh@torporation. The manner of determining the MaRrice of the Common Stock set forth
in the foregoing definition shall apply with respéz any other security in respect of which a detaation as to market value must be made
hereunder.
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(iii) "Common Stock," for purposes of this Paradral includes the Common Stock, par value $.00kpare, and any additional class of
stock of the Company having no preference as tioleinds or distributions on liquidation, provideatkhe shares purchasable pursuant tc
Warrant shall include only shares of Common Stpek,value $.001 per share, in respect of whichWesrant is exercisable, or shares
resulting from any subdivision or combination o€EBlCommon Stock, or in the case of any reorgamimatieclassification, consolidation,
merger, or sale of the character referred to im@raph 4(e) hereof, the stock or other securitiggaperty provided for in such Paragraph.

5. Issue Tax. The issuance of certificates for \Ad#rEhares upon the exercise of this Warrant bleathade without charge to the holder of
this Warrant or such shares for any issuance tahar costs in respect thereof, provided thattbmpany shall not be required to pay any
tax which may be payable in respect of any tranisfarlved in the issuance and delivery of any &iegte in a name other than the holder of
this Warrant.

6. No Rights or Liabilities as a Shareholder. Tharrant shall not entitle the holder hereof to aafing rights or other rights as a shareholder
of the Company. No provision of this Warrant, ie ttbsence of affirmative action by the holder hietepurchase Warrant Shares, and no
mere enumeration herein of the rights or privilegethe holder hereof, shall give rise to any ligpiof such holder for the Exercise Price or
as a shareholder of the Company, whether sucHityaisi asserted by the Company or by creditorthefCompany.

7. Transfer, Exchange, and Replacement of Warrant.

(a) Restriction on Transfer. This Warrant and ibbts granted to the holder hereof are transferabl&hole or in part, upon surrender of this
Warrant, together with a properly executed assigrinmethe form attached hereto, at the office arary of the Company referred to in
Paragraph 7(e) below, provided, however, that eanyster or assignment shall be subject to the tiondi set forth in Paragraph 7(f) hereof
and to the applicable provisions of the Securiaschase Agreement. Until due presentment for trediisn of transfer on the books of the
Company, the Company may treat the registered hblkeleof as the owner and holder hereof for alppses, and the Company shall not be
affected by any notice to the contrary. Notwithsliag anything to the contrary contained herein rdggstration rights described in Paragraph
8 are assignable only in accordance with the prangsof that certain Registration Rights Agreemdated October 24, 2005, by and among
the Company and the other signatories thereto'Registration Rights Agreement”).

(b) Warrant Exchangeable for Different Denominasiofihis Warrant is exchangeable, upon the surrémeterof by the holder hereof at the
office or agency of the Company referred to in Beaph 7(e) below, for new Warrants of like tengresenting in the aggregate the right to
purchase the number of shares of Common Stock whahbe purchased hereunder, each of such new ktatoarepresent the right to
purchase such number of shares as shall be desiginathe holder hereof at the time of such sueend

(c) Replacement of Warrant. Upon receipt of evigdersasonably satisfactory to the Company of thg libeft, destruction, or mutilation of
this Warrant and, in the case of any such losét, thedestruction, upon delivery of an indemnigr@ement reasonably satisfactory in form
and amount to the Company, or, in the case of anly mutilation, upon surrender and cancellatiothisf Warrant, the Company, at its
expense, will execute and deliver, in lieu thereafiew Warrant of like tenor.
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(d) Cancellation; Payment of Expenses. Upon theeader of this Warrant in connection with any tfansexchange, or replacement as
provided in this Paragraph 7, this Warrant shalpfmenptly canceled by the Company. The Company phaglall taxes (other than securities
transfer taxes) and all other expenses (otherldgal expenses, if any, incurred by the holderamgferees) and charges payable in
connection with the preparation, execution, andvdgf of Warrants pursuant to this Paragraph 7.

(e) Register. The Company shall maintain, at iisqipal executive offices (or such other officeagiency of the Company as it may designate
by notice to the holder hereof), a register fos Warrant, in which the Company shall record thm@&and address of the person in whose
name this Warrant has been issued, as well asathe and address of each transferee and each yer of this Warrant.

(f) Exercise or Transfer Without Registration.df,the time of the surrender of this Warrant inrextion with any exercise, transfer, or
exchange of this Warrant, this Warrant (or, ind¢hse of any exercise, the Warrant Shares issuatdeimder), shall not be registered unde
Securities Act of 1933, as amended (the "Secut®) and under applicable state securities oelsky laws, the Company may require, .
condition of allowing such exercise, transfer, xcteange, (i) that the holder or transferee of Wi@rant, as the case may be, furnish to the
Company a written opinion of counsel, which opinard counsel are acceptable to the Company, teftbet that such exercise, transfer, or
exchange may be made without registration underAet and under applicable state securities or bkyelaws, (ii) that the holder or
transferee execute and deliver to the Companyastment letter in form and substance acceptaliteet€ompany and (iii) that the
transferee be an "accredited investor" as defindRlile 501(a) promulgated under the Securities prayided that no such opinion, letter or
status as an "accredited investor" shall be reduireonnection with a transfer pursuant to Rulé @ider the Securities Act. The first holder
of this Warrant, by taking and holding the sampresents to the Company that such holder is aoguihis Warrant for investment and not
with a view to the distribution thereof.

8. Registration Rights. The initial holder of thi&rrant (and certain assignees thereof) is entitieée benefit of such registration rights in
respect of the Warrant Shares as are set forthétid® 2 of the Registration Rights Agreement.

9. Notices. All notices, requests, and other comoations required or permitted to be given or d=iéd hereunder to the holder of this
Warrant shall be in writing, and shall be persond#livered, or shall be sent by certified or régfisd mail or by recognized overnight mail
courier, postage prepaid and addressed, to suderat the address shown for such holder on thkshobthe Company, or at such other
address as shall have been furnished to the Conipangtice from such holder. All notices, requeats] other communications required or
permitted to be given or delivered hereunder taGbepany shall be in writing, and shall be persigrdglivered, or shall be sent by certified
or registered mail or by recognized overnight roailrier, postage prepaid and addressed, to theeaffithe Company at 4625 Creekstone
Drive, Suite 100, Research Triangle Park, DurhaorttNCarolina 27703, Attention:

Chief Executive Officer, or at such other addresshall have been furnished to the holder of thisrfdht by notice from the Company. Any
such notice, request, or other communication magelng by facsimile, but shall in such case be subgly confirmed by a writing
personally delivered or sent by certified or regjietl mail or by recognized overnight mail courigipeovided above. All notices, requests,
other communications shall be deemed to have bigen gither at the time of the receipt thereof iy person entitled to receive such notice
at the address of such person for purposes oP#riagraph 9, or, if mailed by registered or cexifinail or with a recognized overnight mail
courier upon deposit with the United States Pofit®br such overnight mail courier, if postag@iepaid and the mailing is properly
addressed, as the case may be.
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10. Governing Law. THIS WARRANT SHALL BE ENFORCEBOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE
LAWS OF THE STATE OF NEW YORK APPLICABLE TO AGREEMIETS MADE AND TO BE PERFORMED ENTIRELY WITHIN
SUCH STATE, WITHOUT REGARD TO THE PRINCIPLES OF CENCT OF LAWS. THE PARTIES HERETO HEREBY SUBMIT TO
THE EXCLUSIVE JURISDICTION OF THE UNITED STATES FEHHIRAL COURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS WARRANTHE AGREEMENTS ENTERED INTO IN CONNECTION
HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY ORHEREBY. BOTH PARTIES IRREVOCABLY WAIVE THE
DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCBF SUCH SUIT OR PROCEEDING. BOTH PARTIES
FURTHER AGREE THAT SERVICE OF PROCESS UPON A PARNMILED BY FIRST CLASS MAIL SHALL BE DEEMED IN
EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON RAMRTY IN ANY SUCH SUIT OR PROCEEDING. NOTHING
HEREIN SHALL AFFECT EITHER PARTY'S RIGHT TO SERVER®CESS IN ANY OTHER MANNER PERMITTED BY LAW. BOTH
PARTIES AGREE THAT A FINAL NON-APPEALABLE JUDGMENTN ANY SUCH SUIT OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIRS BY SUIT ON SUCH JUDGMENT OR IN ANY OTHER
LAWFUL MANNER. THE PARTY WHICH DOES NOT PREVAIL INANY DISPUTE ARISING UNDER THIS WARRANT SHALL BE
RESPONSIBLE FOR ALL FEES AND EXPENSES, INCLUDING ADRNEYS' FEES, INCURRED BY THE PREVAILING PARTY IN
CONNECTION WITH SUCH DISPUTE.

11. Miscellaneous.

(a) Amendments. This Warrant and any provision dfemeay only be amended by an instrument in wrisigmed by the Company and the
holder hereof.

(b) Descriptive Headings. The descriptive headfgbe several paragraphs of this Warrant are ieddor purposes of reference only, and
shall not affect the meaning or construction of ahthe provisions hereof.

(c) Cashless Exercise. Notwithstanding anythintpéocontrary contained in this Warrant, if the tesd the Warrant Shares by the holder is
not then registered pursuant to an effective reggish statement under the Securities Act, thisfdfdrmay be exercised by presentation and
surrender of this Warrant to the Company at itagipal executive offices with a written notice bétholder's intention to effect a cashless
exercise, including a calculation of the numbesimdires of Common Stock to be issued upon suchisgéncaccordance with the terms he

(a "Cashless Exercise"). In the event of a Casliesscise, in lieu of paying the Exercise Priceash, the holder shall surrender this Warrant
for that number of shares of Common Stock deterdhimemultiplying the number of Warrant Shares taclihit would otherwise be entitled

by a fraction, the numerator of which shall bediféerence between the then current Market Prigespare of the Common Stock and the
Exercise Price, and the denominator of which dtwllhe then current Market Price per share of Com8tock. For example, if the holder is
exercising 100,000 Warrants with a per Warrant@sgerprice of $0.75 per share through a cashlesxise when the Common Stock's
current Market Price per share is $2.00 per shhes, upon such Cashless Exercise the holder wiive 62,500 shares of Common Stock.
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(d) Remedies. The Company acknowledges that albt®ait of its obligations hereunder will causeeprarable harm to the holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Company auwktedges that the remedy at law for a
breach of its obligations under this Warrant wélibadequate and agrees, in the event of a bredbheatened breach by the Company of the
provisions of this Warrant, that the holder shalldmtitled, in addition to all other available rates at law or in equity, and in addition to the
penalties assessable herein, to an injunctionjendtions restraining, preventing or curing anyaute of this Warrant and to enforce
specifically the terms and provisions thereof, withthe necessity of showing economic loss andawitlany bond or other security being
required.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Company has caused thisraato be signed by its duly authorized officer.
CYBERLUX CORPORATION

By: /s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

Dated as of October 24, 2005



Exhibit 4.7

THIS WARRANT AND THE SHARES ISSUABLE UPON THE EXERSE OF THIS WARRANT HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED. EXCERS OTHERWISE SET FORTH HEREIN OR IN A SECURITIES
PURCHASE AGREEMENT DATED AS OF OCTOBER 24, 2005,INHER THIS WARRANT NOR ANY OF SUCH SHARES MAY BE
SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCE OF AYFECTIVE REGISTRATION STATEMENT FOR SUCH
SECURITIES UNDER SAID ACT OR, AN OPINION OF COUNSEIN FORM, SUBSTANCE AND SCOPE, CUSTOMARY FOR
OPINIONS OF COUNSEL IN COMPARABLE TRANSACTIONS, THAREGISTRATION IS NOT REQUIRED UNDER SUCH ACT OR
UNLESS SOLD PURSUANT TO RULE 144 OR REGULATION S DER SUCH ACT.

Right to Purchase 257,600 Shares of Common Sto@@1%ar value per share
STOCK PURCHASE WARRANT

THIS CERTIFIES THAT, for value received, AJW Quadd Partners, LLC or its registered assigns, igledtto purchase from Cyberlux
Corporation, a Nevada corporation (the "Comparst'gny time or from time to time during the perggkcified in Paragraph 2 hereof,
257,600 fully paid and nonassessable shares @dhgany's Common Stock, $.001 par value per skiz@e'Common Stock"), at an exerc
price per share equal to $.10 (the "Exercise Priddie term "Warrant Shares," as used herein,gefethe shares of Common Stock
purchasable hereunder. The Warrant Shares and#reige Price are subject to adjustment as proviu@@ragraph 4 hereof. The term
"Warrants" means this Warrant and the other wasrgstied pursuant to that certain Securities PeecAgreement, dated October 24, 2005,
by and among the Company and the Buyers listeti@execution page thereof (the "Securities PurcAgseement”), including any
additional warrants issuable pursuant to Sectityrtlgreof.

This Warrant is subject to the following terms, \sions, and conditions:

1. Manner of Exercise; Issuance of Certificategnent for Shares. Subject to the provisions hetbef,Warrant may be exercised by the
holder hereof, in whole or in part, by the surremafethis Warrant, together with a completed exa@greement in the form attached hereto
(the "Exercise Agreement"), to the Company duriogwal business hours on any business day at thgp&uyis principal executive offices
(or such other office or agency of the Companyt asaly designate by notice to the holder hereof), gon (i) payment to tr



Company in cash, by certified or official bank ckec by wire transfer for the account of the Compahthe Exercise Price for the Warrant
Shares specified in the Exercise Agreement off tiie resale of the Warrant Shares by the holsl@ot then registered pursuant to an
effective registration statement under the Seasrifict of 1933, as amended (the "Securities Adglyery to the Company of a written
notice of an election to effect a "Cashless Exefdias defined in Section 11(c) below) for the VdatrShares specified in the Exercise
Agreement. The Warrant Shares so purchased shd#diaed to be issued to the holder hereof or solclelis designee, as the record owner
of such shares, as of the close of business odattgeon which this Warrant shall have been surmeaii¢he completed Exercise Agreement
shall have been delivered, and payment shall hagea made for such shares as set forth above. iCatei for the Warrant Shares so
purchased, representing the aggregate number dsshpecified in the Exercise Agreement, shalldiered to the holder hereof within a
reasonable time, not exceeding three (3) busiregs, dfter this Warrant shall have been so exatciBee certificates so delivered shall be in
such denominations as may be requested by therHwddeof and shall be registered in the name di sotder or such other name as shall be
designated by such holder. If this Warrant shaliehaeen exercised only in part, then, unless thasriivit has expired, the Company shall, at
its expense, at the time of delivery of such dediks, deliver to the holder a new Warrant reprisg the number of shares with respect to
which this Warrant shall not then have been exedcit addition to all other available remediekat or in equity, if the Company fails to
deliver certificates for the Warrant Shares witthiree (3) business days after this Warrant is ésedcthen the Company shall pay to the
holder in cash a penalty (the "Penalty") equal%odf the number of Warrant Shares that the hoklentitled to multiplied by the Market
Price (as hereinafter defined) for each day thatGhmpany fails to deliver certificates for the Wéat Shares. For example, if the holder is
entitled to 100,000 Warrant Shares and the MarkieeRfs $2.00, then the Company shall pay to tHddrdb4,000 for each day that the
Company fails to deliver certificates for the Watr&hares. The Penalty shall be paid to the hdigéhe fifth day of the month following the
month in which it has accrued.

Notwithstanding anything in this Warrant to the tary, in no event shall the holder of this Warrhatentitled to exercise a numbel
Warrants

(or portions thereof) in excess of the number off\fats (or portions thereof)

upon exercise of which the sum of (i) the numbestafres of Common Stock beneficially owned by thidédr and its affiliates (other than
shares of Common Stock which may be deemed beaigfioiwned through the ownership of the unexercld&drants and the unexercised or
unconverted portion of any other securities of@wenpany (including the Notes (as defined in theuiges Purchase Agreement)) subject to
a limitation on conversion or exercise analogouh#olimitation contained herein) and (ii) the nienbf shares of Common Stock issuable
upon exercise of the Warrants (or portions therettf) respect to which the determination describerkin is being made, would result in
beneficial ownership by the holder and its affégbf more than 4.9% of the outstanding shareafr@on Stock. For purposes of the
immediately preceding sentence, beneficial ownprshall be determined in accordance with Sectidd)1&f the Securities Exchange Act of
1934, as amended, and Regulation 13D-G thereuedespt as otherwise provided in clause (i) of tteepding sentence. Notwithstanding
anything to the contrary contained herein, thethtion on exercise of this Warrant set forth heraay not be amended without (i) the written
consent of the holder hereof and the Company anthé approval of a majority of shareholders &f @ompany.
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2. Period of Exercise. This Warrant is exercisablany time or from time to time on or after théedan which this Warrant is issued and
delivered pursuant to the terms of the Securitigstase Agreement and before 6:00 p.m., New Yoey Mork time on the fifth (5th)
anniversary of the date of issuance (the "Exereegod").

3. Certain Agreements of the Company. The Companglly covenants and agrees as follows:

(a) Shares to be Fully Paid. All Warrant Shares, wpon issuance in accordance with the termsisfWharrant, be validly issued, fully paid,
and nonassessable and free from all taxes, liewsglaarges with respect to the issue thereof.

(b) Reservation of Shares. During the Exercisedgéethe Company shall at all times have authoriaed,reserved for the purpose of issue
upon exercise of this Warrant, a sufficient numtifeshares of Common Stock to provide for the exserdf this Warrant.

(c) Listing. The Company shall promptly securelteng of the shares of Common Stock issuable upm@rcise of the Warrant upon each
national securities exchange or automated quotatietem, if any, upon which shares of Common Sawekhen listed (subject to official
notice of issuance upon exercise of this Warramd) shall maintain, so long as any other sharesofif@on Stock shall be so listed, such
listing of all shares of Common Stock from timetitoe issuable upon the exercise of this Warrand;tae Company shall so list on each
national securities exchange or automated quotatietem, as the case may be, and shall maintaimlistiog of, any other shares of capital
stock of the Company issuable upon the exerciski®iWarrant if and so long as any shares of thaeeszlass shall be listed on such national
securities exchange or automated quotation system.

(d) Certain Actions Prohibited. The Company wiltmy amendment of its charter or through any rapization, transfer of assets,
consolidation, merger, dissolution, issue or sfgecurities, or any other voluntary action, aveideek to avoid the observance or
performance of any of the terms to be observedcedopmmed by it hereunder, but will at all timesgood faith assist in the carrying out of all
the provisions of this Warrant and in the takingbfsuch action as may reasonably be requestéldeblyolder of this Warrant in order to
protect the exercise privilege of the holder o$ thiarrant against dilution or other impairment, sistent with the tenor and purpose of this
Warrant. Without limiting the generality of the &moing, the Company (i) will not increase the palue of any shares of Common Stock
receivable upon the exercise of this Warrant altbeeexercise Price then in effect, and (ii) wikeaall such actions as may be necessary or
appropriate in order that the Company may validigl kegally issue fully paid and nonassessable st@r€ommon Stock upon the exercis
this Warrant.

(e) Successors and Assigns. This Warrant will belibg upon any entity succeeding to the Companmbgger, consolidation, or acquisition
of all or substantially all the Company's assets.

4. Antidilution Provisions. During the Exercise ek, the Exercise Price and the number of Warr&ar& shall be subject to adjustment
from time to time as provided in this Paragraph 4.
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In the event that any adjustment of the ExerciseeRys required herein results in a fraction ofatcsuch Exercise Price shall be rounded up
to the nearest cent.

(a) Adjustment of Exercise Price and Number of 8haipon Issuance of Common Stock. Except as otbepvovided in Paragraphs 4(c) i
4(e) hereof, if and whenever on or after the dhissmance of this Warrant, the Company issueglts,©r in accordance with Paragraph 4(b)
hereof is deemed to have issued or sold, any sba@smmon Stock for no consideration or for a édasation per share (before deductiol
reasonable expenses or commissions or underwdtgsmpunts or allowances in connection therewith ldan the Market Price on the dati
issuance (a "Dilutive Issuance"), then immediatgdpn the Dilutive Issuance, the Exercise Price bdlireduced to a price determined by
multiplying the Exercise Price in effect immedigtetior to the Dilutive Issuance by a fraction,tfie numerator of which is an amount equal
to the sum of (x) the number of shares of CommaciSactually outstanding immediately prior to thibubve Issuance, plus (y) the quotient
of the aggregate consideration, calculated asostt in Paragraph 4(b) hereof, received by the Gomgpupon such Dilutive Issuance divided
by the Market Price in effect immediately priorthe Dilutive Issuance, and (ii) the denominatowbich is the total number of shares of
Common Stock Deemed Outstanding (as defined betomediately after the Dilutive Issuance.

(b) Effect on Exercise Price of Certain Events. parposes of determining the adjusted ExerciseeRnxler Paragraph 4(a) hereof, the
following will be applicable:

(i) Issuance of Rights or Options. If the Compamgainy manner issues or grants any warrants, rigghaptions, whether or not immediately
exercisable, to subscribe for or to purchase Com&tonk or other securities convertible into or exuleable for Common Stock
("Convertible Securities") (such warrants, rightsl @ptions to purchase Common Stock or ConverSigleurities are hereinafter referred to as
"Options") and the price per share for which Comr8twock is issuable upon the exercise of such Ogtimiess than the Market Price on the
date of issuance or grant of such Options, themt@wemum total number of shares of Common Stoakailske upon the exercise of all such
Options will, as of the date of the issuance ongod such Options, be deemed to be outstandindgahédve been issued and sold by the
Company for such price per share. For purposdsegpteceding sentence, the "price per share facthw@ommon Stock is issuable upon the
exercise of such Options" is determined by dividipghe total amount, if any, received or receieally the Company as consideration for the
issuance or granting of all such Options, plusniir@mum aggregate amount of additional considenatifoany, payable to the Company upon
the exercise of all such Options, plus, in the cdg@onvertible Securities issuable upon the eserof such Options, the minimum aggregate
amount of additional consideration payable uponctireversion or exchange thereof at the time suatv&ible Securities first become
convertible or exchangeable, by (ii) the maximumaltaumber of shares of Common Stock issuable tpeexercise of all such Options
(assuming full conversion of Convertible Securitiéspplicable). No further adjustment to the Eoise Price will be made upon the actual
issuance of such Common Stock upon the exerciseatt Options or upon the conversion or exchanggoolertible Securities issuable ug
exercise of such Options.
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(i) Issuance of Convertible Securities. If the Gmny in any manner issues or sells any Conver8bleurities, whether or not immediately
convertible (other than where the same are issugdda the exercise of Options) and the price paresfor which Common Stock is issuable
upon such conversion or exchange is less than Hr&eé¥lPrice on the date of issuance, then the maritotal number of shares of Common
Stock issuable upon the conversion or exchang# sfich Convertible Securities will, as of the dafdhe issuance of such Convertible
Securities, be deemed to be outstanding and tolhese issued and sold by the Company for such pacshare. For the purposes of the
preceding sentence, the "price per share for wmimmon Stock is issuable upon such conversion arange" is determined by dividing

(i) the total amount, if any, received or receiwaby the Company as consideration for the issuansele of all such Convertible Securities,
plus the minimum aggregate amount of additionaka®ration, if any, payable to the Company uporctireversion or exchange thereof at
the time such Convertible Securities first becomevertible or exchangeable, by (ii) the maximunatoumber of shares of Common Stock
issuable upon the conversion or exchange of all Slanvertible Securities. No further adjustmenthi Exercise Price will be made upon the
actual issuance of such Common Stock upon convesiexchange of such Convertible Securities.

(iii) Change in Option Price or Conversion RatehEre is a change at any time in (i) the amoutatdadfitional consideration payable to the
Company upon the exercise of any Options; (ii)ah®unt of additional consideration, if any, payabléhe Company upon the conversion or
exchange of any Convertible Securities; or (ii@ thte at which any Convertible Securities are editle into or exchangeable for Common
Stock (other than under or by reason of provisaesigned to protect against dilution), the ExerBigee in effect at the time of such change
will be readjusted to the Exercise Price which widuhve been in effect at such time had such Optio@onvertible Securities still
outstanding provided for such changed additionabim®eration or changed conversion rate, as theragebe, at the time initially granted,
issued or sold.

(iv) Treatment of Expired Options and Unexercisehzrtible Securities. If, in any case, the totainier of shares of Common Stock
issuable upon exercise of any Option or upon caiwrror exchange of any Convertible Securitieis in fact, issued and the rights to
exercise such Option or to convert or exchange Qaivertible Securities shall have expired or teated, the Exercise Price then in effect
will be readjusted to the Exercise Price which widuhve been in effect at the time of such expiratiotermination had such Option or
Convertible Securities, to the extent outstandinmediately prior to such expiration or terminat{other than in respect of the actual number
of shares of Common Stock issued upon exerciserorersion thereof), never been issued.

(v) Calculation of Consideration Received. If angn@mon Stock, Options or Convertible Securitiesissaed, granted or sold for cash, the
consideration received therefor for purposes &f Warrant will be the amount received by the Compherefor, before deduction of
reasonable commissions, underwriting discountslowances or other reasonable expenses paid orrgttby the Company in connection
with such issuance, grant or sale. In case any Gum#tock, Options or Convertible Securities araeégsor sold for a consideration part ot
of which shall be other than cash, the amount efctnsideration other than cash received by thepaagnwill be the fair value of such
consideration, except where such considerationissnsf securities, in which case the amount osaeration received by the Company will
be the Market Price thereof as of the date of pchi case any Common Stock, Options or Convert8#curities are issued in connection
with any acquisition, merger or consolidation inieththe Company is the surviving corporation, theoant of consideration therefor will be
deemed to be the fair value of such portion ofrthieassets and business of the non-surviving catiporas is attributable to such Common
Stock, Options or Convertible Securities, as treeaaay be. The fair value of any considerationratien cash or securities will be
determined in good faith by the Board of Directofthe Company.
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(vi) Exceptions to Adjustment of Exercise Price. &tjustment to the Exercise Price will be madegon the exercise of any warrants,
options or convertible securities granted, issuati@utstanding on the date of issuance of this 8&r(ii) upon the grant or exercise of any
stock or options which may hereafter be granteekercised under any employee benefit plan, stotkmplan or restricted stock plan of the
Company now existing or to be implemented in tharky so long as the issuance of such stock oompis approved by a majority of the
independent members of the Board of Directors @@bmpany or a majority of the members of a conemitf independent directors
established for such purpose; or (iii) upon thereise of the Warrants.

(c) Subdivision or Combination of Common Stockthé Company at any time subdivides (by any stotik spock dividend, recapitalization,
reorganization, reclassification or otherwise) shares of Common Stock acquirable hereunder igteater number of shares, then, after the
date of record for effecting such subdivision, Eh@rcise Price in effect immediately prior to schbdivision will be proportionately reduct

If the Company at any time combines (by reversekssplit, recapitalization, reorganization, reclisation or otherwise) the shares of
Common Stock acquirable hereunder into a smallerhau of shares, then, after the date of recoréffecting such combination, the Exerc
Price in effect immediately prior to such combibativill be proportionately increased.

(d) Adjustment in Number of Shares. Upon each andljast of the Exercise Price pursuant to the promsiof this Paragraph 4, the number of
shares of Common Stock issuable upon exercisa¥arrant shall be adjusted by multiplying a numégual to the Exercise Price in effect
immediately prior to such adjustment by the numdfeshares of Common Stock issuable upon exercif@oWarrant immediately prior to
such adjustment and dividing the product so obthinethe adjusted Exercise Price.

(e) Consolidation, Merger or Sale. In case of amysolidation of the Company with, or merger of @@mpany into any other corporation, or
in case of any sale or conveyance of all or sulisijnall of the assets of the Company other thraconnection with a plan of complete
liquidation of the Company, then as a conditioswéh consolidation, merger or sale or conveyaraegwate provision will be made whereby
the holder of this Warrant will have the right tmaire and receive upon exercise of this Warralieinof the shares of Common Stock
immediately theretofore acquirable upon the exerofsthis Warrant, such shares of stock, securiiesssets as may be issued or payable
respect to or in exchange for the number of shafr€mmon Stock immediately theretofore acquirarid receivable upon exercise of this
Warrant had such consolidation, merger or sal®pveyance not taken place. In any such case, thgp@wy will make appropriate provision
to insure that the provisions of this Paragrapleredf will thereafter be applicable as nearly ag b&in relation to any shares of stock or
securities thereafter deliverable upon the exemigbis Warrant. The Company will not effect amneolidation, merger or sale or
conveyance unless prior to the consummation thetieefsuccessor corporation (if other than the Gomgpassumes by written instrument
obligations under this Paragraph 4 and the obbgatio deliver to the holder of this Warrant suichres of stock, securities or assets as, in
accordance with the foregoing provisions, the hoiday be entitled to acquire.
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(f) Distribution of Assets. In case the Companyllstieclare or make any distribution of its asseatsl(ding cash) to holders of Common
Stock as a partial liquidating dividend, by wayreturn of capital or otherwise, then, after theedaftrecord for determining shareholders
entitled to such distribution, but prior to theelaf distribution, the holder of this Warrant shadl entitled upon exercise of this Warrant for
the purchase of any or all of the shares of Com8togk subject hereto, to receive the amount of aigskts which would have been payable
to the holder had such holder been the holder di shares of Common Stock on the record date éodétermination of shareholders entitled
to such distribution.

(9) Notice of Adjustment. Upon the occurrence of ament which requires any adjustment of the Exeréirice, then, and in each such case,
the Company shall give notice thereof to the hotifehis Warrant, which notice shall state the Eig Price resulting from such adjustment
and the increase or decrease in the number of WeBteres purchasable at such price upon exesgtang forth in reasonable detail the
method of calculation and the facts upon which statbulation is based. Such calculation shall béfesl by the Chief Financial Officer of
the Company.

(h) Minimum Adjustment of Exercise Price. No adjuent of the Exercise Price shall be made in an atafless than 1% of the Exercise
Price in effect at the time such adjustment is mtfee required to be made, but any such lessestad@nt shall be carried forward and sha
made at the time and together with the next suls@qdjustment which, together with any adjustmseatsarried forward, shall amount to
not less than 1% of such Exercise Price.

() No Fractional Shares. No fractional shares ofmthon Stock are to be issued upon the exercidasofWarrant, but the Company shall pay
a cash adjustment in respect of any fractionalestvaich would otherwise be issuable in an amounakw the same fraction of the Market
Price of a share of Common Stock on the date df swercise.

(j) Other Notices. In case at any time:

(i) the Company shall declare any dividend uponGbenmon Stock payable in shares of stock of argsate make any other distribution
(including dividends or distributions payable irsbaut of retained earnings) to the holders ofGbmmon Stock;

(i) the Company shall offer for subscription petda to the holders of the Common Stock any additishares of stock of any class or other
rights;

(iii) there shall be any capital reorganizatiortiaé Company, or reclassification of the Common IStoc consolidation or merger of the
Company with or into, or sale of all or substatyiall its assets to, another corporation or entty

(iv) there shall be a voluntary or involuntary dikgion, liquidation or winding up of the Company;
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then, in each such case, the Company shall gitleetholder of this Warrant

(a) notice of the date on which the books of thenGany shall close or a record shall be taken feerdgning the holders of Common Stock
entitled to receive any such dividend, distributionsubscription rights or for determining thedwt of Common Stock entitled to vote in
respect of any such reorganization, reclassificattonsolidation, merger, sale, dissolution, ligtidn or windingup and (b) in the case of ¢
such reorganization, reclassification, consolidgtimerger, sale, dissolution, liquidation or wirghap, notice of the date (or, if not then
known, a reasonable approximation thereof by theagamy) when the same shall take place. Such nsitiak also specify the date on which
the holders of Common Stock shall be entitled teiee such dividend, distribution, or subscriptig@ghts or to exchange their Common St
for stock or other securities or property delivéealppon such reorganization, reclassification, otidation, merger, sale, dissolution,
liquidation, or winding-up, as the case may be.hSuatice shall be given at least 30 days priohtorecord date or the date on which the
Company's books are closed in respect theretairgaib give any such notice or any defect therkall 0t affect the validity of the
proceedings referred to in clauses (i), (ii), @nd (iv) above.

(k) Certain Events. If any event occurs of the tgpatemplated by the adjustment provisions of Ba@gagraph 4 but not expressly providec
by such provisions, the Company will give noticesath event as provided in Paragraph 4(g) heradfttze Company's Board of Directors
will make an appropriate adjustment in the Exer€igee and the number of shares of Common Stockiedzie upon exercise of this Warr
so that the rights of the holder shall be neittdramced nor diminished by such event.

() Certain Definitions.

() "Common Stock Deemed Outstanding” shall meamitlmber of shares of Common Stock actually outstgn(not including shares of
Common Stock held in the treasury of the Compapiys (x) pursuant to Paragraph 4(b)(i) hereof nitaimum total number of shares of
Common Stock issuable upon the exercise of Optassf the date of such issuance or grant of syasttofs, if any, and (y) pursuant to
Paragraph 4(b)(ii) hereof, the maximum total nundfeshares of Common Stock issuable upon convemi@xchange of Convertible
Securities, as of the date of issuance of such &tible Securities, if any.

(i) "Market Price," as of any date, (i) means #verage of the last reported sale prices for theeshof Common Stock on the OTCBB for the
five (5) Trading Days immediately preceding suctedss reported by Bloomberg, or (ii) if the OTCBBniot the principal trading market for
the shares of Common Stock, the average of thedpstted sale prices on the principal trading reaftrr the Common Stock during the se
period as reported by Bloomberg, or (iii) if marketue cannot be calculated as of such date om&the foregoing bases, the Market Price
shall be the fair market value as reasonably détextirin good faith by (a) the Board of Directorgtoeé Company or, at the option of a
majority-in-interest of the holders of the outstimgdWarrants by (b) an independent investment lidmiationally recognized standing in the
valuation of businesses similar to the businegsh@torporation. The manner of determining the MaRrice of the Common Stock set forth
in the foregoing definition shall apply with respéz any other security in respect of which a detaation as to market value must be made
hereunder.

-8



(iii) "Common Stock," for purposes of this Paradral includes the Common Stock, par value $.00kpare, and any additional class of
stock of the Company having no preference as tioleinds or distributions on liquidation, provideatkhe shares purchasable pursuant tc
Warrant shall include only shares of Common Stpek,value $.001 per share, in respect of whichWesrant is exercisable, or shares
resulting from any subdivision or combination o€EBlCommon Stock, or in the case of any reorgamimatieclassification, consolidation,
merger, or sale of the character referred to im@raph 4(e) hereof, the stock or other securitiggaperty provided for in such Paragraph.

5. Issue Tax. The issuance of certificates for \Ad#rEhares upon the exercise of this Warrant bleathade without charge to the holder of
this Warrant or such shares for any issuance tathar costs in respect thereof, provided thatbmpany shall not be required to pay any
tax which may be payable in respect of any tranisfarlved in the issuance and delivery of any &iegte in a name other than the holder of
this Warrant.

6. No Rights or Liabilities as a Shareholder. Tharrant shall not entitle the holder hereof to aafing rights or other rights as a shareholder
of the Company. No provision of this Warrant, ie ttbsence of affirmative action by the holder hietepurchase Warrant Shares, and no
mere enumeration herein of the rights or privilegethe holder hereof, shall give rise to any ligpiof such holder for the Exercise Price or
as a shareholder of the Company, whether sucHityaisi asserted by the Company or by creditorthefCompany.

7. Transfer, Exchange, and Replacement of Warrant.

(a) Restriction on Transfer. This Warrant and ibbts granted to the holder hereof are transferabl&hole or in part, upon surrender of this
Warrant, together with a properly executed assigrinmethe form attached hereto, at the office arary of the Company referred to in
Paragraph 7(e) below, provided, however, that eanyster or assignment shall be subject to the tiondi set forth in Paragraph 7(f) hereof
and to the applicable provisions of the Securiaschase Agreement. Until due presentment for trediisn of transfer on the books of the
Company, the Company may treat the registered hblkeleof as the owner and holder hereof for alppses, and the Company shall not be
affected by any notice to the contrary. Notwithsliag anything to the contrary contained herein rdggstration rights described in Paragraph
8 are assignable only in accordance with the prangsof that certain Registration Rights Agreemdated October 24, 2005, by and among
the Company and the other signatories thereto'Registration Rights Agreement”).

(b) Warrant Exchangeable for Different Denominasiofihis Warrant is exchangeable, upon the surrémeterof by the holder hereof at the
office or agency of the Company referred to in Beaph 7(e) below, for new Warrants of like tengresenting in the aggregate the right to
purchase the number of shares of Common Stock whahbe purchased hereunder, each of such new ktatoarepresent the right to
purchase such number of shares as shall be desiginathe holder hereof at the time of such sueend

(c) Replacement of Warrant. Upon receipt of evigdersasonably satisfactory to the Company of thg libeft, destruction, or mutilation of
this Warrant and, in the case of any such losét, thedestruction, upon delivery of an indemnigr@ement reasonably satisfactory in form
and amount to the Company, or, in the case of anly mutilation, upon surrender and cancellatiothisf Warrant, the Company, at its
expense, will execute and deliver, in lieu thereafiew Warrant of like tenor.
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(d) Cancellation; Payment of Expenses. Upon theeader of this Warrant in connection with any tfansexchange, or replacement as
provided in this Paragraph 7, this Warrant shalpfmenptly canceled by the Company. The Company phaglall taxes (other than securities
transfer taxes) and all other expenses (otherldgal expenses, if any, incurred by the holderamgferees) and charges payable in
connection with the preparation, execution, andvdgf of Warrants pursuant to this Paragraph 7.

(e) Register. The Company shall maintain, at iisqipal executive offices (or such other officeagiency of the Company as it may designate
by notice to the holder hereof), a register fos Warrant, in which the Company shall record thm@&and address of the person in whose
name this Warrant has been issued, as well asathe and address of each transferee and each yer of this Warrant.

(f) Exercise or Transfer Without Registration.df,the time of the surrender of this Warrant inrextion with any exercise, transfer, or
exchange of this Warrant, this Warrant (or, ind¢hse of any exercise, the Warrant Shares issuatdeimder), shall not be registered unde
Securities Act of 1933, as amended (the "Secut®) and under applicable state securities oelsky laws, the Company may require, .
condition of allowing such exercise, transfer, xcteange, (i) that the holder or transferee of Wi@rant, as the case may be, furnish to the
Company a written opinion of counsel, which opinard counsel are acceptable to the Company, teftbet that such exercise, transfer, or
exchange may be made without registration underAet and under applicable state securities or bkyelaws, (ii) that the holder or
transferee execute and deliver to the Companyastment letter in form and substance acceptaliteet€ompany and (iii) that the
transferee be an "accredited investor" as defindRlile 501(a) promulgated under the Securities prayided that no such opinion, letter or
status as an "accredited investor" shall be reduireonnection with a transfer pursuant to Rulé @ider the Securities Act. The first holder
of this Warrant, by taking and holding the sampresents to the Company that such holder is aoguihis Warrant for investment and not
with a view to the distribution thereof.

8. Registration Rights. The initial holder of thi&rrant (and certain assignees thereof) is entitieée benefit of such registration rights in
respect of the Warrant Shares as are set forthétid® 2 of the Registration Rights Agreement.

9. Notices. All notices, requests, and other comoations required or permitted to be given or d=iéd hereunder to the holder of this
Warrant shall be in writing, and shall be persond#livered, or shall be sent by certified or régfisd mail or by recognized overnight mail
courier, postage prepaid and addressed, to suderat the address shown for such holder on thkshobthe Company, or at such other
address as shall have been furnished to the Conipangtice from such holder. All notices, requeats] other communications required or
permitted to be given or delivered hereunder taGbepany shall be in writing, and shall be persigrdglivered, or shall be sent by certified
or registered mail or by recognized overnight roailrier, postage prepaid and addressed, to theeaffithe Company at 4625 Creekstone
Drive, Suite 100, Research Triangle Park, DurhaorttNCarolina 27703, Attention:

Chief Executive Officer, or at such other addresshall have been furnished to the holder of thisrfdht by notice from the Company. Any
such notice, request, or other communication magelng by facsimile, but shall in such case be subgly confirmed by a writing
personally delivered or sent by certified or regjietl mail or by recognized overnight mail courigipeovided above. All notices, requests,
other communications shall be deemed to have bigen gither at the time of the receipt thereof iy person entitled to receive such notice
at the address of such person for purposes oP#riagraph 9, or, if mailed by registered or cexifinail or with a recognized overnight mail
courier upon deposit with the United States Pofit®br such overnight mail courier, if postag@iepaid and the mailing is properly
addressed, as the case may be.

-10-



10. Governing Law. THIS WARRANT SHALL BE ENFORCEBOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE
LAWS OF THE STATE OF NEW YORK APPLICABLE TO AGREEMIETS MADE AND TO BE PERFORMED ENTIRELY WITHIN
SUCH STATE, WITHOUT REGARD TO THE PRINCIPLES OF CENCT OF LAWS. THE PARTIES HERETO HEREBY SUBMIT TO
THE EXCLUSIVE JURISDICTION OF THE UNITED STATES FEHHIRAL COURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS WARRANTHE AGREEMENTS ENTERED INTO IN CONNECTION
HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY ORHEREBY. BOTH PARTIES IRREVOCABLY WAIVE THE
DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCBF SUCH SUIT OR PROCEEDING. BOTH PARTIES
FURTHER AGREE THAT SERVICE OF PROCESS UPON A PARNMILED BY FIRST CLASS MAIL SHALL BE DEEMED IN
EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON RAMRTY IN ANY SUCH SUIT OR PROCEEDING. NOTHING
HEREIN SHALL AFFECT EITHER PARTY'S RIGHT TO SERVER®CESS IN ANY OTHER MANNER PERMITTED BY LAW. BOTH
PARTIES AGREE THAT A FINAL NON-APPEALABLE JUDGMENTN ANY SUCH SUIT OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIRS BY SUIT ON SUCH JUDGMENT OR IN ANY OTHER
LAWFUL MANNER. THE PARTY WHICH DOES NOT PREVAIL INANY DISPUTE ARISING UNDER THIS WARRANT SHALL BE
RESPONSIBLE FOR ALL FEES AND EXPENSES, INCLUDING ADRNEYS' FEES, INCURRED BY THE PREVAILING PARTY IN
CONNECTION WITH SUCH DISPUTE.

11. Miscellaneous.

(a) Amendments. This Warrant and any provision dfemeay only be amended by an instrument in wrisigmed by the Company and the
holder hereof.

(b) Descriptive Headings. The descriptive headfgbe several paragraphs of this Warrant are ieddor purposes of reference only, and
shall not affect the meaning or construction of ahthe provisions hereof.

(c) Cashless Exercise. Notwithstanding anythintpéocontrary contained in this Warrant, if the tesd the Warrant Shares by the holder is
not then registered pursuant to an effective reggish statement under the Securities Act, thisfdfdrmay be exercised by presentation and
surrender of this Warrant to the Company at itagipal executive offices with a written notice bétholder's intention to effect a cashless
exercise, including a calculation of the numbesimdires of Common Stock to be issued upon suchisgéncaccordance with the terms he

(a "Cashless Exercise"). In the event of a Casliesscise, in lieu of paying the Exercise Priceash, the holder shall surrender this Warrant
for that number of shares of Common Stock deterdhimemultiplying the number of Warrant Shares taclihit would otherwise be entitled

by a fraction, the numerator of which shall bediféerence between the then current Market Prigespare of the Common Stock and the
Exercise Price, and the denominator of which dtwllhe then current Market Price per share of Com8tock. For example, if the holder is
exercising 100,000 Warrants with a per Warrant@sgerprice of $0.75 per share through a cashlesxise when the Common Stock's
current Market Price per share is $2.00 per shhes, upon such Cashless Exercise the holder wiive 62,500 shares of Common Stock.
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(d) Remedies. The Company acknowledges that albt®ait of its obligations hereunder will causeeprarable harm to the holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Company auwktedges that the remedy at law for a
breach of its obligations under this Warrant wélibadequate and agrees, in the event of a bredbheatened breach by the Company of the
provisions of this Warrant, that the holder shalldmtitled, in addition to all other available rates at law or in equity, and in addition to the
penalties assessable herein, to an injunctionjendtions restraining, preventing or curing anyaute of this Warrant and to enforce
specifically the terms and provisions thereof, withthe necessity of showing economic loss andawitlany bond or other security being
required.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]



IN WITNESS WHEREOF, the Company has caused thisraato be signed by its duly authorized officer.
CYBERLUX CORPORATION

By: /s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

Dated as of October 24, 2005



Exhibit 4.8

THIS WARRANT AND THE SHARES ISSUABLE UPON THE EXERSE OF THIS WARRANT HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED. EXCERS OTHERWISE SET FORTH HEREIN OR IN A SECURITIES
PURCHASE AGREEMENT DATED AS OF OCTOBER 24, 2005,INHER THIS WARRANT NOR ANY OF SUCH SHARES MAY BE
SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCE OF AYFECTIVE REGISTRATION STATEMENT FOR SUCH
SECURITIES UNDER SAID ACT OR, AN OPINION OF COUNSEIN FORM, SUBSTANCE AND SCOPE, CUSTOMARY FOR
OPINIONS OF COUNSEL IN COMPARABLE TRANSACTIONS, THAREGISTRATION IS NOT REQUIRED UNDER SUCH ACT OR
UNLESS SOLD PURSUANT TO RULE 144 OR REGULATION S DER SUCH ACT.

Right to Purchase 97,600 Shares of Common Sto@R1%ar value per share
STOCK PURCHASE WARRANT

THIS CERTIFIES THAT, for value received, AJW Pamsd_LC or its registered assigns, is entitled wochase from Cyberlux Corporatior
Nevada corporation (the "Company"), at any timé&am time to time during the period specified in&gaph 2 hereof, 97,600 fully paid &
nonassessable shares of the Company's Common $t00k, par value per share (the "Common Stock'gnagxercise price per share equal
to $.10 (the "Exercise Price"). The term "Warrah&f@s," as used herein, refers to the shares ofi@onstock purchasable hereunder. The
Warrant Shares and the Exercise Price are subjectjistment as provided in Paragraph 4 hereoftdime "Warrants" means this Warrant
and the other warrants issued pursuant to thainesecurities Purchase Agreement, dated Octohe2®%, by and among the Company and
the Buyers listed on the execution page thereef'{@ecurities Purchase Agreement"), including aiditional warrants issuable pursuant to
Section 4(l) thereof.

This Warrant is subject to the following terms,\sions, and conditions:

1. Manner of Exercise; Issuance of Certificategnent for Shares. Subject to the provisions hetbef,Warrant may be exercised by the
holder hereof, in whole or in part, by the surremafethis Warrant, together with a completed exa@greement in the form attached hereto
(the "Exercise Agreement"), to the Company duriogwal business hours on any business day at thgp&uyis principal executive offices
(or such other office or agency of the Companyt asaly designate by notice to the holder hereof), gon (i) payment to tr



Company in cash, by certified or official bank ckec by wire transfer for the account of the Compahthe Exercise Price for the Warrant
Shares specified in the Exercise Agreement off tiie resale of the Warrant Shares by the holsl@ot then registered pursuant to an
effective registration statement under the Seasrifict of 1933, as amended (the "Securities Adglyery to the Company of a written
notice of an election to effect a "Cashless Exefdias defined in Section 11(c) below) for the VdatrShares specified in the Exercise
Agreement. The Warrant Shares so purchased shd#diaed to be issued to the holder hereof or solclelis designee, as the record owner
of such shares, as of the close of business odattgeon which this Warrant shall have been surmeaii¢he completed Exercise Agreement
shall have been delivered, and payment shall hagea made for such shares as set forth above. iCatei for the Warrant Shares so
purchased, representing the aggregate number dsshpecified in the Exercise Agreement, shalldiered to the holder hereof within a
reasonable time, not exceeding three (3) busiregs, dfter this Warrant shall have been so exatciBee certificates so delivered shall be in
such denominations as may be requested by therHwddeof and shall be registered in the name di sotder or such other name as shall be
designated by such holder. If this Warrant shaliehaeen exercised only in part, then, unless thasriivit has expired, the Company shall, at
its expense, at the time of delivery of such dediks, deliver to the holder a new Warrant reprisg the number of shares with respect to
which this Warrant shall not then have been exedcit addition to all other available remediekat or in equity, if the Company fails to
deliver certificates for the Warrant Shares witthiree (3) business days after this Warrant is ésedcthen the Company shall pay to the
holder in cash a penalty (the "Penalty") equal%odf the number of Warrant Shares that the hoklentitled to multiplied by the Market
Price (as hereinafter defined) for each day thatGhmpany fails to deliver certificates for the Wéat Shares. For example, if the holder is
entitled to 100,000 Warrant Shares and the MarkieeRfs $2.00, then the Company shall pay to tHddrdb4,000 for each day that the
Company fails to deliver certificates for the Watr&hares. The Penalty shall be paid to the hdigéhe fifth day of the month following the
month in which it has accrued.

Notwithstanding anything in this Warrant to the tary, in no event shall the holder of this Warrhatentitled to exercise a numbel
Warrants

(or portions thereof) in excess of the number off\fats (or portions thereof)

upon exercise of which the sum of (i) the numbestafres of Common Stock beneficially owned by thidédr and its affiliates (other than
shares of Common Stock which may be deemed beaigfioiwned through the ownership of the unexercld&drants and the unexercised or
unconverted portion of any other securities of@wenpany (including the Notes (as defined in theuiges Purchase Agreement)) subject to
a limitation on conversion or exercise analogouh#olimitation contained herein) and (ii) the nienbf shares of Common Stock issuable
upon exercise of the Warrants (or portions therettf) respect to which the determination describerkin is being made, would result in
beneficial ownership by the holder and its affégbf more than 4.9% of the outstanding shareafr@on Stock. For purposes of the
immediately preceding sentence, beneficial ownprshall be determined in accordance with Sectidd)1&f the Securities Exchange Act of
1934, as amended, and Regulation 13D-G thereuedespt as otherwise provided in clause (i) of tteepding sentence. Notwithstanding
anything to the contrary contained herein, thethtion on exercise of this Warrant set forth heraay not be amended without (i) the written
consent of the holder hereof and the Company anthé approval of a majority of shareholders &f @ompany.
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2. Period of Exercise. This Warrant is exercisablany time or from time to time on or after théedan which this Warrant is issued and
delivered pursuant to the terms of the Securitigstase Agreement and before 6:00 p.m., New Yoey Mork time on the fifth (5th)
anniversary of the date of issuance (the "Exereegod").

3. Certain Agreements of the Company. The Companglly covenants and agrees as follows:

(a) Shares to be Fully Paid. All Warrant Shares, wpon issuance in accordance with the termsisfWharrant, be validly issued, fully paid,
and nonassessable and free from all taxes, liewsglaarges with respect to the issue thereof.

(b) Reservation of Shares. During the Exercisedgéethe Company shall at all times have authoriaed,reserved for the purpose of issue
upon exercise of this Warrant, a sufficient numtifeshares of Common Stock to provide for the exserdf this Warrant.

(c) Listing. The Company shall promptly securelteng of the shares of Common Stock issuable upm@rcise of the Warrant upon each
national securities exchange or automated quotatietem, if any, upon which shares of Common Sawekhen listed (subject to official
notice of issuance upon exercise of this Warramd) shall maintain, so long as any other sharesofif@on Stock shall be so listed, such
listing of all shares of Common Stock from timetitoe issuable upon the exercise of this Warrand;tae Company shall so list on each
national securities exchange or automated quotatietem, as the case may be, and shall maintaimlistiog of, any other shares of capital
stock of the Company issuable upon the exerciski®iWarrant if and so long as any shares of thaeeszlass shall be listed on such national
securities exchange or automated quotation system.

(d) Certain Actions Prohibited. The Company wiltmy amendment of its charter or through any rapization, transfer of assets,
consolidation, merger, dissolution, issue or sfgecurities, or any other voluntary action, aveideek to avoid the observance or
performance of any of the terms to be observedcedopmmed by it hereunder, but will at all timesgood faith assist in the carrying out of all
the provisions of this Warrant and in the takingbfsuch action as may reasonably be requestéldeblyolder of this Warrant in order to
protect the exercise privilege of the holder o$ thiarrant against dilution or other impairment, sistent with the tenor and purpose of this
Warrant. Without limiting the generality of the &moing, the Company (i) will not increase the palue of any shares of Common Stock
receivable upon the exercise of this Warrant altbeeexercise Price then in effect, and (ii) wikeaall such actions as may be necessary or
appropriate in order that the Company may validigl kegally issue fully paid and nonassessable st@r€ommon Stock upon the exercis
this Warrant.

(e) Successors and Assigns. This Warrant will belibg upon any entity succeeding to the Companmbgger, consolidation, or acquisition
of all or substantially all the Company's assets.

4. Antidilution Provisions. During the Exercise ek, the Exercise Price and the number of Warr&ar& shall be subject to adjustment
from time to time as provided in this Paragraph 4.
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In the event that any adjustment of the ExerciseeRys required herein results in a fraction ofatcsuch Exercise Price shall be rounded up
to the nearest cent.

(a) Adjustment of Exercise Price and Number of 8haipon Issuance of Common Stock. Except as otbepvovided in Paragraphs 4(c) i
4(e) hereof, if and whenever on or after the dhissmance of this Warrant, the Company issueglts,©r in accordance with Paragraph 4(b)
hereof is deemed to have issued or sold, any sba@smmon Stock for no consideration or for a édasation per share (before deductiol
reasonable expenses or commissions or underwdtgsmpunts or allowances in connection therewith ldan the Market Price on the dati
issuance (a "Dilutive Issuance"), then immediatgdpn the Dilutive Issuance, the Exercise Price bdlireduced to a price determined by
multiplying the Exercise Price in effect immedigtetior to the Dilutive Issuance by a fraction,tfie numerator of which is an amount equal
to the sum of (x) the number of shares of CommaciSactually outstanding immediately prior to thibubve Issuance, plus (y) the quotient
of the aggregate consideration, calculated asostt in Paragraph 4(b) hereof, received by the Gomgpupon such Dilutive Issuance divided
by the Market Price in effect immediately priorthe Dilutive Issuance, and (ii) the denominatowbich is the total number of shares of
Common Stock Deemed Outstanding (as defined betomediately after the Dilutive Issuance.

(b) Effect on Exercise Price of Certain Events. parposes of determining the adjusted ExerciseeRnxler Paragraph 4(a) hereof, the
following will be applicable:

(i) Issuance of Rights or Options. If the Compamgainy manner issues or grants any warrants, rigghaptions, whether or not immediately
exercisable, to subscribe for or to purchase Com&tonk or other securities convertible into or exuleable for Common Stock
("Convertible Securities") (such warrants, rightsl @ptions to purchase Common Stock or ConverSigleurities are hereinafter referred to as
"Options") and the price per share for which Comr8twock is issuable upon the exercise of such Ogtimiess than the Market Price on the
date of issuance or grant of such Options, themt@wemum total number of shares of Common Stoakailske upon the exercise of all such
Options will, as of the date of the issuance ongod such Options, be deemed to be outstandindgahédve been issued and sold by the
Company for such price per share. For purposdsegpteceding sentence, the "price per share facthw@ommon Stock is issuable upon the
exercise of such Options" is determined by dividipghe total amount, if any, received or receieally the Company as consideration for the
issuance or granting of all such Options, plusniir@mum aggregate amount of additional considenatifoany, payable to the Company upon
the exercise of all such Options, plus, in the cdg@onvertible Securities issuable upon the eserof such Options, the minimum aggregate
amount of additional consideration payable uponctireversion or exchange thereof at the time suatv&ible Securities first become
convertible or exchangeable, by (ii) the maximumaltaumber of shares of Common Stock issuable tpeexercise of all such Options
(assuming full conversion of Convertible Securitiéspplicable). No further adjustment to the Eoise Price will be made upon the actual
issuance of such Common Stock upon the exerciseatt Options or upon the conversion or exchanggoolertible Securities issuable ug
exercise of such Options.
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(i) Issuance of Convertible Securities. If the Gmny in any manner issues or sells any Conver8bleurities, whether or not immediately
convertible (other than where the same are issugdda the exercise of Options) and the price paresfor which Common Stock is issuable
upon such conversion or exchange is less than Hr&eé¥lPrice on the date of issuance, then the maritotal number of shares of Common
Stock issuable upon the conversion or exchang# sfich Convertible Securities will, as of the dafdhe issuance of such Convertible
Securities, be deemed to be outstanding and tolhese issued and sold by the Company for such pacshare. For the purposes of the
preceding sentence, the "price per share for wmimmon Stock is issuable upon such conversion arange" is determined by dividing

(i) the total amount, if any, received or receiwaby the Company as consideration for the issuansele of all such Convertible Securities,
plus the minimum aggregate amount of additionaka®ration, if any, payable to the Company uporctireversion or exchange thereof at
the time such Convertible Securities first becomevertible or exchangeable, by (ii) the maximunatoumber of shares of Common Stock
issuable upon the conversion or exchange of all Slanvertible Securities. No further adjustmenthi Exercise Price will be made upon the
actual issuance of such Common Stock upon convesiexchange of such Convertible Securities.

(iii) Change in Option Price or Conversion RatehEre is a change at any time in (i) the amoutatdadfitional consideration payable to the
Company upon the exercise of any Options; (ii)ah®unt of additional consideration, if any, payabléhe Company upon the conversion or
exchange of any Convertible Securities; or (ii@ thte at which any Convertible Securities are editle into or exchangeable for Common
Stock (other than under or by reason of provisaesigned to protect against dilution), the ExerBigee in effect at the time of such change
will be readjusted to the Exercise Price which widuhve been in effect at such time had such Optio@onvertible Securities still
outstanding provided for such changed additionabim®eration or changed conversion rate, as theragebe, at the time initially granted,
issued or sold.

(iv) Treatment of Expired Options and Unexercisehzrtible Securities. If, in any case, the totainier of shares of Common Stock
issuable upon exercise of any Option or upon caiwrror exchange of any Convertible Securitieis in fact, issued and the rights to
exercise such Option or to convert or exchange Qaivertible Securities shall have expired or teated, the Exercise Price then in effect
will be readjusted to the Exercise Price which widuhve been in effect at the time of such expiratiotermination had such Option or
Convertible Securities, to the extent outstandinmediately prior to such expiration or terminat{other than in respect of the actual number
of shares of Common Stock issued upon exerciserorersion thereof), never been issued.

(v) Calculation of Consideration Received. If angn@mon Stock, Options or Convertible Securitiesissaed, granted or sold for cash, the
consideration received therefor for purposes &f Warrant will be the amount received by the Compherefor, before deduction of
reasonable commissions, underwriting discountslowances or other reasonable expenses paid orrgttby the Company in connection
with such issuance, grant or sale. In case any Gum#tock, Options or Convertible Securities araeégsor sold for a consideration part ot
of which shall be other than cash, the amount efctnsideration other than cash received by thepaagnwill be the fair value of such
consideration, except where such considerationissnsf securities, in which case the amount osaeration received by the Company will
be the Market Price thereof as of the date of pchi case any Common Stock, Options or Convert8#curities are issued in connection
with any acquisition, merger or consolidation inieththe Company is the surviving corporation, theoant of consideration therefor will be
deemed to be the fair value of such portion ofrthieassets and business of the non-surviving catiporas is attributable to such Common
Stock, Options or Convertible Securities, as treeaaay be. The fair value of any considerationratien cash or securities will be
determined in good faith by the Board of Directofthe Company.
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(vi) Exceptions to Adjustment of Exercise Price. &tjustment to the Exercise Price will be madegon the exercise of any warrants,
options or convertible securities granted, issuati@utstanding on the date of issuance of this 8&r(ii) upon the grant or exercise of any
stock or options which may hereafter be granteekercised under any employee benefit plan, stotkmplan or restricted stock plan of the
Company now existing or to be implemented in tharky so long as the issuance of such stock oompis approved by a majority of the
independent members of the Board of Directors @@bmpany or a majority of the members of a conemitf independent directors
established for such purpose; or (iii) upon thereise of the Warrants.

(c) Subdivision or Combination of Common Stockthé Company at any time subdivides (by any stotik spock dividend, recapitalization,
reorganization, reclassification or otherwise) shares of Common Stock acquirable hereunder igteater number of shares, then, after the
date of record for effecting such subdivision, Eh@rcise Price in effect immediately prior to schbdivision will be proportionately reduct

If the Company at any time combines (by reversekssplit, recapitalization, reorganization, reclisation or otherwise) the shares of
Common Stock acquirable hereunder into a smallerhau of shares, then, after the date of recoréffecting such combination, the Exerc
Price in effect immediately prior to such combibativill be proportionately increased.

(d) Adjustment in Number of Shares. Upon each andljast of the Exercise Price pursuant to the promsiof this Paragraph 4, the number of
shares of Common Stock issuable upon exercisa¥arrant shall be adjusted by multiplying a numégual to the Exercise Price in effect
immediately prior to such adjustment by the numdfeshares of Common Stock issuable upon exercif@oWarrant immediately prior to
such adjustment and dividing the product so obthinethe adjusted Exercise Price.

(e) Consolidation, Merger or Sale. In case of amysolidation of the Company with, or merger of @@mpany into any other corporation, or
in case of any sale or conveyance of all or sulisijnall of the assets of the Company other thraconnection with a plan of complete
liquidation of the Company, then as a conditioswéh consolidation, merger or sale or conveyaraegwate provision will be made whereby
the holder of this Warrant will have the right tmaire and receive upon exercise of this Warralieinof the shares of Common Stock
immediately theretofore acquirable upon the exerofsthis Warrant, such shares of stock, securiiesssets as may be issued or payable
respect to or in exchange for the number of shafr€mmon Stock immediately theretofore acquirarid receivable upon exercise of this
Warrant had such consolidation, merger or sal®pveyance not taken place. In any such case, thgp@wy will make appropriate provision
to insure that the provisions of this Paragrapleredf will thereafter be applicable as nearly ag b&in relation to any shares of stock or
securities thereafter deliverable upon the exemigbis Warrant. The Company will not effect amneolidation, merger or sale or
conveyance unless prior to the consummation thetieefsuccessor corporation (if other than the Gomgpassumes by written instrument
obligations under this Paragraph 4 and the obbgatio deliver to the holder of this Warrant suichres of stock, securities or assets as, in
accordance with the foregoing provisions, the hoiday be entitled to acquire.
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(f) Distribution of Assets. In case the Companyllstieclare or make any distribution of its asseatsl(ding cash) to holders of Common
Stock as a partial liquidating dividend, by wayreturn of capital or otherwise, then, after theedaftrecord for determining shareholders
entitled to such distribution, but prior to theelaf distribution, the holder of this Warrant shadl entitled upon exercise of this Warrant for
the purchase of any or all of the shares of Com8togk subject hereto, to receive the amount of aigskts which would have been payable
to the holder had such holder been the holder di shares of Common Stock on the record date éodétermination of shareholders entitled
to such distribution.

(9) Notice of Adjustment. Upon the occurrence of ament which requires any adjustment of the Exeréirice, then, and in each such case,
the Company shall give notice thereof to the hotifehis Warrant, which notice shall state the Eig Price resulting from such adjustment
and the increase or decrease in the number of WeBteres purchasable at such price upon exesgtang forth in reasonable detail the
method of calculation and the facts upon which statbulation is based. Such calculation shall béfesl by the Chief Financial Officer of
the Company.

(h) Minimum Adjustment of Exercise Price. No adjuent of the Exercise Price shall be made in an atafless than 1% of the Exercise
Price in effect at the time such adjustment is mtfee required to be made, but any such lessestad@nt shall be carried forward and sha
made at the time and together with the next suls@qdjustment which, together with any adjustmseatsarried forward, shall amount to
not less than 1% of such Exercise Price.

() No Fractional Shares. No fractional shares ofmthon Stock are to be issued upon the exercidasofWarrant, but the Company shall pay
a cash adjustment in respect of any fractionalestvaich would otherwise be issuable in an amounakw the same fraction of the Market
Price of a share of Common Stock on the date df swercise.

(j) Other Notices. In case at any time:

(i) the Company shall declare any dividend uponGbenmon Stock payable in shares of stock of argsate make any other distribution
(including dividends or distributions payable irsbaut of retained earnings) to the holders ofGbmmon Stock;

(i) the Company shall offer for subscription petda to the holders of the Common Stock any additishares of stock of any class or other
rights;

(iii) there shall be any capital reorganizatiortiaé Company, or reclassification of the Common IStoc consolidation or merger of the
Company with or into, or sale of all or substatyiall its assets to, another corporation or entty

(iv) there shall be a voluntary or involuntary dikgion, liquidation or winding up of the Company;
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then, in each such case, the Company shall gitleetholder of this Warrant

(a) notice of the date on which the books of thenGany shall close or a record shall be taken feerdgning the holders of Common Stock
entitled to receive any such dividend, distributionsubscription rights or for determining thedwt of Common Stock entitled to vote in
respect of any such reorganization, reclassificattonsolidation, merger, sale, dissolution, ligtidn or windingup and (b) in the case of ¢
such reorganization, reclassification, consolidgtimerger, sale, dissolution, liquidation or wirghap, notice of the date (or, if not then
known, a reasonable approximation thereof by theagamy) when the same shall take place. Such nsitiak also specify the date on which
the holders of Common Stock shall be entitled teiee such dividend, distribution, or subscriptig@ghts or to exchange their Common St
for stock or other securities or property delivéealppon such reorganization, reclassification, otidation, merger, sale, dissolution,
liquidation, or winding-up, as the case may be.hSuatice shall be given at least 30 days priohtorecord date or the date on which the
Company's books are closed in respect theretairgaib give any such notice or any defect therkall 0t affect the validity of the
proceedings referred to in clauses (i), (ii), @nd (iv) above.

(k) Certain Events. If any event occurs of the tgpatemplated by the adjustment provisions of Ba@gagraph 4 but not expressly providec
by such provisions, the Company will give noticesath event as provided in Paragraph 4(g) heradfttze Company's Board of Directors
will make an appropriate adjustment in the Exer€igee and the number of shares of Common Stockiedzie upon exercise of this Warr
so that the rights of the holder shall be neittdramced nor diminished by such event.

() Certain Definitions.

() "Common Stock Deemed Outstanding” shall meamitlmber of shares of Common Stock actually outstgn(not including shares of
Common Stock held in the treasury of the Compapiys (x) pursuant to Paragraph 4(b)(i) hereof nitaimum total number of shares of
Common Stock issuable upon the exercise of Optassf the date of such issuance or grant of syasttofs, if any, and (y) pursuant to
Paragraph 4(b)(ii) hereof, the maximum total nundfeshares of Common Stock issuable upon convemi@xchange of Convertible
Securities, as of the date of issuance of such &tible Securities, if any.

(i) "Market Price," as of any date, (i) means #verage of the last reported sale prices for theeshof Common Stock on the OTCBB for the
five (5) Trading Days immediately preceding suctedss reported by Bloomberg, or (ii) if the OTCBBniot the principal trading market for
the shares of Common Stock, the average of thedpstted sale prices on the principal trading reaftrr the Common Stock during the se
period as reported by Bloomberg, or (iii) if marketue cannot be calculated as of such date om&the foregoing bases, the Market Price
shall be the fair market value as reasonably détextiin good faith by

(a) the Board of Directors of the Company or, atdbtion of a majority-in-interest of the holdefglee outstanding Warrants by (b) an
independent investment bank of nationally recogh&tanding in the valuation of businesses simiahé business of the corporation. The
manner of determining the Market Price of the Comi8tock set forth in the foregoing definition shegbiply with respect to any other
security in respect of which a determination astoket value must be made hereunder.
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(iii) "Common Stock," for purposes of this Paradral includes the Common Stock, par value $.00kpare, and any additional class of
stock of the Company having no preference as tioleinds or distributions on liquidation, provideatkhe shares purchasable pursuant tc
Warrant shall include only shares of Common Stpek,value $.001 per share, in respect of whichWesrant is exercisable, or shares
resulting from any subdivision or combination o€EBlCommon Stock, or in the case of any reorgamimatieclassification, consolidation,
merger, or sale of the character referred to im@raph 4(e) hereof, the stock or other securitiggaperty provided for in such Paragraph.

5. Issue Tax. The issuance of certificates for \Ad#rEhares upon the exercise of this Warrant bleathade without charge to the holder of
this Warrant or such shares for any issuance tathar costs in respect thereof, provided thatbmpany shall not be required to pay any
tax which may be payable in respect of any tranisfarlved in the issuance and delivery of any &iegte in a name other than the holder of
this Warrant.

6. No Rights or Liabilities as a Shareholder. Tharrant shall not entitle the holder hereof to aafing rights or other rights as a shareholder
of the Company. No provision of this Warrant, ie ttbsence of affirmative action by the holder hietepurchase Warrant Shares, and no
mere enumeration herein of the rights or privilegethe holder hereof, shall give rise to any ligpiof such holder for the Exercise Price or
as a shareholder of the Company, whether sucHityaisi asserted by the Company or by creditorthefCompany.

7. Transfer, Exchange, and Replacement of Warrant.

(a) Restriction on Transfer. This Warrant and ibbts granted to the holder hereof are transferabl&hole or in part, upon surrender of this
Warrant, together with a properly executed assigrinmethe form attached hereto, at the office arary of the Company referred to in
Paragraph 7(e) below, provided, however, that eanyster or assignment shall be subject to the tiondi set forth in Paragraph 7(f) hereof
and to the applicable provisions of the Securiaschase Agreement. Until due presentment for trediisn of transfer on the books of the
Company, the Company may treat the registered hblkeleof as the owner and holder hereof for alppses, and the Company shall not be
affected by any notice to the contrary. Notwithsliag anything to the contrary contained herein rdggstration rights described in Paragraph
8 are assignable only in accordance with the prangsof that certain Registration Rights Agreemdated October 24, 2005, by and among
the Company and the other signatories thereto'Registration Rights Agreement”).

(b) Warrant Exchangeable for Different Denominasiofihis Warrant is exchangeable, upon the surrémeterof by the holder hereof at the
office or agency of the Company referred to in Beaph 7(e) below, for new Warrants of like tengresenting in the aggregate the right to
purchase the number of shares of Common Stock whahbe purchased hereunder, each of such new ktatoarepresent the right to
purchase such number of shares as shall be desiginathe holder hereof at the time of such sueend

(c) Replacement of Warrant. Upon receipt of evigdersasonably satisfactory to the Company of thg libeft, destruction, or mutilation of
this Warrant and, in the case of any such losét, thedestruction, upon delivery of an indemnigr@ement reasonably satisfactory in form
and amount to the Company, or, in the case of anly mutilation, upon surrender and cancellatiothisf Warrant, the Company, at its
expense, will execute and deliver, in lieu thereafiew Warrant of like tenor.
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(d) Cancellation; Payment of Expenses. Upon theeader of this Warrant in connection with any tfansexchange, or replacement as
provided in this Paragraph 7, this Warrant shalpfmenptly canceled by the Company. The Company phaglall taxes (other than securities
transfer taxes) and all other expenses (otherldgal expenses, if any, incurred by the holderamgferees) and charges payable in
connection with the preparation, execution, andvdgf of Warrants pursuant to this Paragraph 7.

(e) Register. The Company shall maintain, at iisqipal executive offices (or such other officeagiency of the Company as it may designate
by notice to the holder hereof), a register fos Warrant, in which the Company shall record thm@&and address of the person in whose
name this Warrant has been issued, as well asathe and address of each transferee and each yer of this Warrant.

(f) Exercise or Transfer Without Registration.df,the time of the surrender of this Warrant inrextion with any exercise, transfer, or
exchange of this Warrant, this Warrant (or, ind¢hse of any exercise, the Warrant Shares issuatdeimder), shall not be registered unde
Securities Act of 1933, as amended (the "Secut®) and under applicable state securities oelsky laws, the Company may require, .
condition of allowing such exercise, transfer, xcteange, (i) that the holder or transferee of Wi@rant, as the case may be, furnish to the
Company a written opinion of counsel, which opinard counsel are acceptable to the Company, teftbet that such exercise, transfer, or
exchange may be made without registration underAet and under applicable state securities or bkyelaws, (ii) that the holder or
transferee execute and deliver to the Companyastment letter in form and substance acceptaliteet€ompany and (iii) that the
transferee be an "accredited investor" as defindRlile 501(a) promulgated under the Securities prayided that no such opinion, letter or
status as an "accredited investor" shall be reduireonnection with a transfer pursuant to Rulé @ider the Securities Act. The first holder
of this Warrant, by taking and holding the sampresents to the Company that such holder is aoguihis Warrant for investment and not
with a view to the distribution thereof.

8. Registration Rights. The initial holder of thi&rrant (and certain assignees thereof) is entitieée benefit of such registration rights in
respect of the Warrant Shares as are set forthétid® 2 of the Registration Rights Agreement.

9. Notices. All notices, requests, and other comoations required or permitted to be given or d=iéd hereunder to the holder of this
Warrant shall be in writing, and shall be persond#livered, or shall be sent by certified or régfisd mail or by recognized overnight mail
courier, postage prepaid and addressed, to suderat the address shown for such holder on thkshobthe Company, or at such other
address as shall have been furnished to the Conipangtice from such holder. All notices, requeats] other communications required or
permitted to be given or delivered hereunder taGbepany shall be in writing, and shall be persigrdglivered, or shall be sent by certified
or registered mail or by recognized overnight roailrier, postage prepaid and addressed, to theeaffithe Company at 4625 Creekstone
Drive, Suite 100, Research Triangle Park, DurhaorttNCarolina 27703, Attention:

Chief Executive Officer, or at such other addresshall have been furnished to the holder of thisrfdht by notice from the Company. Any
such notice, request, or other communication magelng by facsimile, but shall in such case be subgly confirmed by a writing
personally delivered or sent by certified or regjietl mail or by recognized overnight mail courigipeovided above. All notices, requests,
other communications shall be deemed to have bigen gither at the time of the receipt thereof iy person entitled to receive such notice
at the address of such person for purposes oP#riagraph 9, or, if mailed by registered or cexifinail or with a recognized overnight mail
courier upon deposit with the United States Pofit®br such overnight mail courier, if postag@iepaid and the mailing is properly
addressed, as the case may be.
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10. Governing Law. THIS WARRANT SHALL BE ENFORCEBOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE
LAWS OF THE STATE OF NEW YORK APPLICABLE TO AGREEMIETS MADE AND TO BE PERFORMED ENTIRELY WITHIN
SUCH STATE, WITHOUT REGARD TO THE PRINCIPLES OF CENCT OF LAWS. THE PARTIES HERETO HEREBY SUBMIT TO
THE EXCLUSIVE JURISDICTION OF THE UNITED STATES FEHHIRAL COURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS WARRANTHE AGREEMENTS ENTERED INTO IN CONNECTION
HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY ORHEREBY. BOTH PARTIES IRREVOCABLY WAIVE THE
DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCBF SUCH SUIT OR PROCEEDING. BOTH PARTIES
FURTHER AGREE THAT SERVICE OF PROCESS UPON A PARNMILED BY FIRST CLASS MAIL SHALL BE DEEMED IN
EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON RAMRTY IN ANY SUCH SUIT OR PROCEEDING. NOTHING
HEREIN SHALL AFFECT EITHER PARTY'S RIGHT TO SERVER®CESS IN ANY OTHER MANNER PERMITTED BY LAW. BOTH
PARTIES AGREE THAT A FINAL NON-APPEALABLE JUDGMENTN ANY SUCH SUIT OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIRS BY SUIT ON SUCH JUDGMENT OR IN ANY OTHER
LAWFUL MANNER. THE PARTY WHICH DOES NOT PREVAIL INANY DISPUTE ARISING UNDER THIS WARRANT SHALL BE
RESPONSIBLE FOR ALL FEES AND EXPENSES, INCLUDING ADRNEYS' FEES, INCURRED BY THE PREVAILING PARTY IN
CONNECTION WITH SUCH DISPUTE.

11. Miscellaneous.

(a) Amendments. This Warrant and any provision dfemeay only be amended by an instrument in wrisigmed by the Company and the
holder hereof.

(b) Descriptive Headings. The descriptive headfgbe several paragraphs of this Warrant are ieddor purposes of reference only, and
shall not affect the meaning or construction of ahthe provisions hereof.

(c) Cashless Exercise. Notwithstanding anythintpéocontrary contained in this Warrant, if the tesd the Warrant Shares by the holder is
not then registered pursuant to an effective reggish statement under the Securities Act, thisfdfdrmay be exercised by presentation and
surrender of this Warrant to the Company at itagipal executive offices with a written notice bétholder's intention to effect a cashless
exercise, including a calculation of the numbesimdires of Common Stock to be issued upon suchisgéncaccordance with the terms he

(a "Cashless Exercise"). In the event of a Casliesscise, in lieu of paying the Exercise Priceash, the holder shall surrender this Warrant
for that number of shares of Common Stock deterdhimemultiplying the number of Warrant Shares taclihit would otherwise be entitled

by a fraction, the numerator of which shall bediféerence between the then current Market Prigespare of the Common Stock and the
Exercise Price, and the denominator of which dtwllhe then current Market Price per share of Com8tock. For example, if the holder is
exercising 100,000 Warrants with a per Warrant@sgerprice of $0.75 per share through a cashlesxise when the Common Stock's
current Market Price per share is $2.00 per shhes, upon such Cashless Exercise the holder wiive 62,500 shares of Common Stock.
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(d) Remedies. The Company acknowledges that albt®ait of its obligations hereunder will causeeprarable harm to the holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Company auwktedges that the remedy at law for a
breach of its obligations under this Warrant wélibadequate and agrees, in the event of a bredbheatened breach by the Company of the
provisions of this Warrant, that the holder shalldmtitled, in addition to all other available rates at law or in equity, and in addition to the
penalties assessable herein, to an injunctionjendtions restraining, preventing or curing anyaute of this Warrant and to enforce
specifically the terms and provisions thereof, withthe necessity of showing economic loss andawitlany bond or other security being
required.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Company has caused thisraato be signed by its duly authorized officer.
CYBERLUX CORPORATION

By: /s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

Dated as of October 24, 2005



Exhibit 4.9

THIS WARRANT AND THE SHARES ISSUABLE UPON THE EXERSE OF THIS WARRANT HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED. EXCERS OTHERWISE SET FORTH HEREIN OR IN A SECURITIES
PURCHASE AGREEMENT DATED AS OF OCTOBER 24, 2005,INHER THIS WARRANT NOR ANY OF SUCH SHARES MAY BE
SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCE OF AYFECTIVE REGISTRATION STATEMENT FOR SUCH
SECURITIES UNDER SAID ACT OR, AN OPINION OF COUNSEIN FORM, SUBSTANCE AND SCOPE, CUSTOMARY FOR
OPINIONS OF COUNSEL IN COMPARABLE TRANSACTIONS, THAREGISTRATION IS NOT REQUIRED UNDER SUCH ACT OR
UNLESS SOLD PURSUANT TO RULE 144 OR REGULATION S DER SUCH ACT.

Right to Purchase 12,000 Shares of Common Sto@R1%ar value per share
STOCK PURCHASE WARRANT

THIS CERTIFIES THAT, for value received, New Milleilum Capital Partners Il, LLC or its registeredigss, is entitled to purchase from
Cyberlux Corporation, a Nevada corporation (thertpany”), at any time or from time to time during theriod specified in Paragraph 2
hereof, 12,000 fully paid and nonassessable slaftbe Company's Common Stock, $.001 par valuespare (the "Common Stock"), at an
exercise price per share equal to $.10 (the "Esererice"). The term "Warrant Shares," as usedrhaeders to the shares of Common Stock
purchasable hereunder. The Warrant Shares and#reige Price are subject to adjustment as proviu@aragraph 4 hereof. The term
"Warrants" means this Warrant and the other wasrgstied pursuant to that certain Securities PeecAgreement, dated October 24, 2005,
by and among the Company and the Buyers listeti@execution page thereof (the "Securities PurcAgseement”), including any
additional warrants issuable pursuant to

Section 4(l) thereof.

This Warrant is subject to the following terms,\psions, and conditions:

1. Manner of Exercise; Issuance of Certificategnent for Shares. Subject to the provisions hetbef,Warrant may be exercised by the
holder hereof, in whole or in part, by the surremafethis Warrant, together with a completed exa@greement in the form attached hereto
(the "Exercise Agreement"), to the Company duriogwal business hours on any business day at thgp&@uyis principal executive offices
(or such other office or agency of the Companyt asaly designate by notice to the holder hereof], on (i) payment to the Company in
cash, by certified or official bank check or by avtransfer for the account of t



Company of the Exercise Price for the Warrant Shapecified in the Exercise Agreement or (ii) & flesale of the Warrant Shares by the
holder is not then registered pursuant to an effecegistration statement under the Securitiesohdi933, as amended (the "Securities Act"),
delivery to the Company of a written notice of d&cton to effect a "Cashless Exercise" (as defined

Section 11(c) below) for the Warrant Shares spetifin the Exercise Agreement. The Warrant Shargsisghased shall be deemed to be
issued to the holder hereof or such holder's desigas the record owner of such shares, as ofdke af business on the date on which this
Warrant shall have been surrendered, the completettise Agreement shall have been delivered, agthpnt shall have been made for ¢
shares as set forth above. Certificates for ther&aShares so purchased, representing the aggnegatber of shares specified in the
Exercise Agreement, shall be delivered to the hdiéeeof within a reasonable time, not exceedingetl{3) business days, after this Warrant
shall have been so exercised. The certificategbeeded shall be in such denominations as mayeheasted by the holder hereof and sha
registered in the name of such holder or such athere as shall be designated by such holder.siitarrant shall have been exercised only
in part, then, unless this Warrant has expiredQbmpany shall, at its expense, at the time ofdgliof such certificates, deliver to the hol

a new Warrant representing the number of shardsredpect to which this Warrant shall not then Haeen exercised. In addition to all other
available remedies at law or in equity, if the Camyp fails to deliver certificates for the Warratta®es within three

(3) business days after this Warrant is exercihesh the Company shall pay to the holder in caséralty (the "Penalty") equal to 2% of the
number of Warrant Shares that the holder is edttdemultiplied by the Market Price (as hereinaftefined) for each day that the Company
fails to deliver certificates for the Warrant Shareor example, if the holder is entitled to 100,0@arrant Shares and the Market Price is
$2.00, then the Company shall pay to the holdddGfor each day that the Company fails to deloggtificates for the Warrant Shares. The
Penalty shall be paid to the holder by the fiftly dathe month following the month in which it hascrued.

Notwithstanding anything in this Warrant to the tary, in no event shall the holder of this Warrhatentitled to exercise a numbel
Warrants

(or portions thereof) in excess of the number oft\fats (or portions thereof)

upon exercise of which the sum of (i) the numbestafres of Common Stock beneficially owned by thidédr and its affiliates (other than
shares of Common Stock which may be deemed beaigfioiwned through the ownership of the unexercld&drants and the unexercised or
unconverted portion of any other securities of@menpany (including the Notes (as defined in theuites Purchase Agreement)) subject to
a limitation on conversion or exercise analogouh#olimitation contained herein) and (ii) the nienbf shares of Common Stock issuable
upon exercise of the Warrants (or portions therettf) respect to which the determination describerkin is being made, would result in
beneficial ownership by the holder and its affégbf more than 4.9% of the outstanding shareafr@on Stock. For purposes of the
immediately preceding sentence, beneficial owngrshall be determined in accordance with Sectiqd)1&f the Securities Exchange Act of
1934, as amended, and Regulation 13D-G thereuedespt as otherwise provided in clause (i) of tteepding sentence. Notwithstanding
anything to the contrary contained herein, thethtion on exercise of this Warrant set forth heraay not be amended without (i) the written
consent of the holder hereof and the Company anthé approval of a majority of shareholders @& @ompany.
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2. Period of Exercise. This Warrant is exercisablany time or from time to time on or after théedan which this Warrant is issued and
delivered pursuant to the terms of the Securitigstase Agreement and before 6:00 p.m., New Yoey Mork time on the fifth (5th)
anniversary of the date of issuance (the "Exereegod").

3. Certain Agreements of the Company. The Companglly covenants and agrees as follows:

(a) Shares to be Fully Paid. All Warrant Shares, wpon issuance in accordance with the termsisfWharrant, be validly issued, fully paid,
and nonassessable and free from all taxes, liewsglaarges with respect to the issue thereof.

(b) Reservation of Shares. During the Exercisedgéethe Company shall at all times have authoriaed,reserved for the purpose of issue
upon exercise of this Warrant, a sufficient numtifeshares of Common Stock to provide for the exserdf this Warrant.

(c) Listing. The Company shall promptly securelteng of the shares of Common Stock issuable upm@rcise of the Warrant upon each
national securities exchange or automated quotatietem, if any, upon which shares of Common Sawekhen listed (subject to official
notice of issuance upon exercise of this Warramd) shall maintain, so long as any other sharesofif@on Stock shall be so listed, such
listing of all shares of Common Stock from timetitoe issuable upon the exercise of this Warrand;tae Company shall so list on each
national securities exchange or automated quotatietem, as the case may be, and shall maintaimlistiog of, any other shares of capital
stock of the Company issuable upon the exerciski®iWarrant if and so long as any shares of thaeeszlass shall be listed on such national
securities exchange or automated quotation system.

(d) Certain Actions Prohibited. The Company wiltmy amendment of its charter or through any rapization, transfer of assets,
consolidation, merger, dissolution, issue or sfgecurities, or any other voluntary action, aveideek to avoid the observance or
performance of any of the terms to be observedcedopmmed by it hereunder, but will at all timesgood faith assist in the carrying out of all
the provisions of this Warrant and in the takingbfsuch action as may reasonably be requestéldeblyolder of this Warrant in order to
protect the exercise privilege of the holder o$ thiarrant against dilution or other impairment, sistent with the tenor and purpose of this
Warrant. Without limiting the generality of the &moing, the Company (i) will not increase the palue of any shares of Common Stock
receivable upon the exercise of this Warrant altbeeexercise Price then in effect, and (ii) wikeaall such actions as may be necessary or
appropriate in order that the Company may validigl kegally issue fully paid and nonassessable st@r€ommon Stock upon the exercis
this Warrant.

(e) Successors and Assigns. This Warrant will belibg upon any entity succeeding to the Companmbgger, consolidation, or acquisition
of all or substantially all the Company's assets.

4. Antidilution Provisions. During the Exercise ek, the Exercise Price and the number of Warr&ar& shall be subject to adjustment
from time to time as provided in this Paragraph 4.

In the event that any adjustment of the ExerciseeRys required herein results in a fraction oiatcsuch Exercise Price shall be rounded up
to the nearest cent.
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(a) Adjustment of Exercise Price and Number of 8kaipon Issuance of Common Stock. Except as othemvovided in Paragraphs 4(c)
4(e) hereof, if and whenever on or after the daiesmance of this Warrant, the Company issueglts,©r in accordance with Paragraph 4(b)
hereof is deemed to have issued or sold, any sba@smmon Stock for no consideration or for a édesation per share (before deductiol
reasonable expenses or commissions or underwdtsmpunts or allowances in connection therewith} linan the Market Price on the dati
issuance (a "Dilutive Issuance"), then immediatgdgn the Dilutive Issuance, the Exercise Price bdlireduced to a price determined by
multiplying the Exercise Price in effect immedigtetior to the Dilutive Issuance by a fraction,tfip numerator of which is an amount equal
to the sum of (x) the number of shares of CommaiSactually outstanding immediately prior to thidubive Issuance, plus (y) the quotient
of the aggregate consideration, calculated astt in Paragraph 4(b) hereof, received by the Gomgpupon such Dilutive Issuance divided
by the Market Price in effect immediately priorthe Dilutive Issuance, and (ii) the denominatowbich is the total number of shares of
Common Stock Deemed Outstanding (as defined betomediately after the Dilutive Issuance.

(b) Effect on Exercise Price of Certain Events. parposes of determining the adjusted ExerciseeRncler Paragraph 4(a) hereof, the
following will be applicable:

(i) Issuance of Rights or Options. If the Compamwany manner issues or grants any warrants, raghagtions, whether or not immediately
exercisable, to subscribe for or to purchase Com&tonk or other securities convertible into or exuleable for Common Stock
("Convertible Securities") (such warrants, rightsl @ptions to purchase Common Stock or Conver8eleurities are hereinafter referred to as
"Options") and the price per share for which ComrBtock is issuable upon the exercise of such Opiiiess than the Market Price on the
date of issuance or grant of such Options, themizeémum total number of shares of Common Stoakaiske upon the exercise of all such
Options will, as of the date of the issuance ongod such Options, be deemed to be outstandindgahédve been issued and sold by the
Company for such price per share. For purposdsegpteceding sentence, the "price per share fachw@ommon Stock is issuable upon the
exercise of such Options" is determined by dividinghe total amount, if any, received or receieally the Company as consideration for the
issuance or granting of all such Options, plusniir@mum aggregate amount of additional considenatifcany, payable to the Company upon
the exercise of all such Options, plus, in the adig@onvertible Securities issuable upon the eserof such Options, the minimum aggregate
amount of additional consideration payable uporctreversion or exchange thereof at the time suatvérible Securities first become
convertible or exchangeable, by (ii) the maximumaltaumber of shares of Common Stock issuable dperexercise of all such Options
(assuming full conversion of Convertible Securitiéspplicable). No further adjustment to the Eoise Price will be made upon the actual
issuance of such Common Stock upon the exerciseatf Options or upon the conversion or exchanggoofertible Securities issuable ug
exercise of such Options.

(i) Issuance of Convertible Securities. If the Gmny in any manner issues or sells any Conver8bleurities, whether or not immediately
convertible (other than where the same are issugdadia the exercise of Options) and the price paresfor which Common Stock is issuable
upon such conversion or exchange is less than Hr&eé¥lPrice on the date of issuance, then the maxitotal number of shares of Common
Stock issuable upon the conversion or exchang# sfiech Convertible Securities will, as of the dafdhe issuance of such Convertible
Securities, be deemed to be outstanding and tolhese issued and sold by the Company for such pacshare. For the purposes of the
preceding sentence, the "price per share for wmimmon Stock is issuable upon such conversion arange" is determined by dividing

(i) the total amount, if any, received or receiwaby the Company as consideration for the issuansele of all such Convertible Securities,
plus the minimum aggregate amount of additionaka®ration, if any, payable to the Company uporctireversion or exchange thereof at
the time such Convertible Securities first becomevertible or exchangeable, by (ii) the maximunatoumber of shares of Common Stock
issuable upon the conversion or exchange of all Sianvertible Securities. No further adjustmenti® Exercise Price will be made upon the
actual issuance of such Common Stock upon convesiexchange of such Convertible Securities.
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(iii) Change in Option Price or Conversion Ratehkre is a change at any time in (i) the amoutatdadfitional consideration payable to the
Company upon the exercise of any Options; (ii)ah®unt of additional consideration, if any, payabléhe Company upon the conversion or
exchange of any Convertible Securities; or (iig thte at which any Convertible Securities are edible into or exchangeable for Common
Stock (other than under or by reason of provisaesigned to protect against dilution), the ExerBigee in effect at the time of such change
will be readjusted to the Exercise Price which widuhve been in effect at such time had such Optio@onvertible Securities still
outstanding provided for such changed additionabim®eration or changed conversion rate, as theragebe, at the time initially granted,
issued or sold.

(iv) Treatment of Expired Options and Unexercisehrtible Securities. If, in any case, the totainier of shares of Common Stock
issuable upon exercise of any Option or upon caiwrror exchange of any Convertible Securitieis im fact, issued and the rights to
exercise such Option or to convert or exchange Qaivertible Securities shall have expired or teated, the Exercise Price then in effect
will be readjusted to the Exercise Price which widuhve been in effect at the time of such expiratiotermination had such Option or
Convertible Securities, to the extent outstandinmediately prior to such expiration or terminat{other than in respect of the actual number
of shares of Common Stock issued upon exerciserorersion thereof), never been issued.

(v) Calculation of Consideration Received. If angn@mon Stock, Options or Convertible Securitiesissaed, granted or sold for cash, the
consideration received therefor for purposes & Warrant will be the amount received by the Compherefor, before deduction of
reasonable commissions, underwriting discountslowances or other reasonable expenses paid orrgttby the Company in connection
with such issuance, grant or sale. In case any Gum#tock, Options or Convertible Securities araeégsor sold for a consideration part ot
of which shall be other than cash, the amount efctnsideration other than cash received by thepaagnwill be the fair value of such
consideration, except where such considerationissnsf securities, in which case the amount osaeration received by the Company will
be the Market Price thereof as of the date of pchi case any Common Stock, Options or Convert8#curities are issued in connection
with any acquisition, merger or consolidation inieththe Company is the surviving corporation, theoant of consideration therefor will be
deemed to be the fair value of such portion ofrthieassets and business of the non-surviving catiporas is attributable to such Common
Stock, Options or Convertible Securities, as treeaaay be. The fair value of any considerationratien cash or securities will be
determined in good faith by the Board of Directofthe Company.
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(vi) Exceptions to Adjustment of Exercise Price. &tjustment to the Exercise Price will be madegon the exercise of any warrants,
options or convertible securities granted, issuati@utstanding on the date of issuance of this 8&r(ii) upon the grant or exercise of any
stock or options which may hereafter be granteekercised under any employee benefit plan, stotkmplan or restricted stock plan of the
Company now existing or to be implemented in tharky so long as the issuance of such stock oompis approved by a majority of the
independent members of the Board of Directors @@bmpany or a majority of the members of a conemitf independent directors
established for such purpose; or (iii) upon thereise of the Warrants.

(c) Subdivision or Combination of Common Stockthé Company at any time subdivides (by any stotik spock dividend, recapitalization,
reorganization, reclassification or otherwise) shares of Common Stock acquirable hereunder igteater number of shares, then, after the
date of record for effecting such subdivision, Eh@rcise Price in effect immediately prior to schbdivision will be proportionately reduct

If the Company at any time combines (by reversekssplit, recapitalization, reorganization, reclisation or otherwise) the shares of
Common Stock acquirable hereunder into a smallerhau of shares, then, after the date of recoréffecting such combination, the Exerc
Price in effect immediately prior to such combibativill be proportionately increased.

(d) Adjustment in Number of Shares. Upon each andljast of the Exercise Price pursuant to the promsiof this Paragraph 4, the number of
shares of Common Stock issuable upon exercisa¥arrant shall be adjusted by multiplying a numégual to the Exercise Price in effect
immediately prior to such adjustment by the numdfeshares of Common Stock issuable upon exercif@oWarrant immediately prior to
such adjustment and dividing the product so obthinethe adjusted Exercise Price.

(e) Consolidation, Merger or Sale. In case of amysolidation of the Company with, or merger of @@mpany into any other corporation, or
in case of any sale or conveyance of all or sulisijnall of the assets of the Company other thraconnection with a plan of complete
liquidation of the Company, then as a conditioswéh consolidation, merger or sale or conveyaraegwate provision will be made whereby
the holder of this Warrant will have the right tmaire and receive upon exercise of this Warralieinof the shares of Common Stock
immediately theretofore acquirable upon the exerofsthis Warrant, such shares of stock, securiiesssets as may be issued or payable
respect to or in exchange for the number of shafr€mmon Stock immediately theretofore acquirarid receivable upon exercise of this
Warrant had such consolidation, merger or sal®pveyance not taken place. In any such case, thgp@wy will make appropriate provision
to insure that the provisions of this Paragrapleredf will thereafter be applicable as nearly ag b&in relation to any shares of stock or
securities thereafter deliverable upon the exemigbis Warrant. The Company will not effect amneolidation, merger or sale or
conveyance unless prior to the consummation thetieefsuccessor corporation (if other than the Gomgpassumes by written instrument
obligations under this Paragraph 4 and the obbgatio deliver to the holder of this Warrant suichres of stock, securities or assets as, in
accordance with the foregoing provisions, the hoiday be entitled to acquire.
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(f) Distribution of Assets. In case the Companyllstieclare or make any distribution of its asseatsl(ding cash) to holders of Common
Stock as a partial liquidating dividend, by wayreturn of capital or otherwise, then, after theedaftrecord for determining shareholders
entitled to such distribution, but prior to theelaf distribution, the holder of this Warrant shadl entitled upon exercise of this Warrant for
the purchase of any or all of the shares of Com8togk subject hereto, to receive the amount of aigskts which would have been payable
to the holder had such holder been the holder di shares of Common Stock on the record date éodétermination of shareholders entitled
to such distribution.

(9) Notice of Adjustment. Upon the occurrence of ament which requires any adjustment of the Exeréirice, then, and in each such case,
the Company shall give notice thereof to the hotifehis Warrant, which notice shall state the Eig Price resulting from such adjustment
and the increase or decrease in the number of WeBteres purchasable at such price upon exesgtang forth in reasonable detail the
method of calculation and the facts upon which statbulation is based. Such calculation shall béfesl by the Chief Financial Officer of
the Company.

(h) Minimum Adjustment of Exercise Price. No adjuent of the Exercise Price shall be made in an atafless than 1% of the Exercise
Price in effect at the time such adjustment is mtfee required to be made, but any such lessestad@nt shall be carried forward and sha
made at the time and together with the next suls@qdjustment which, together with any adjustmseatsarried forward, shall amount to
not less than 1% of such Exercise Price.

() No Fractional Shares. No fractional shares ofmthon Stock are to be issued upon the exercidasofWarrant, but the Company shall pay
a cash adjustment in respect of any fractionalestvaich would otherwise be issuable in an amounakw the same fraction of the Market
Price of a share of Common Stock on the date df swercise.

(j) Other Notices. In case at any time:

(i) the Company shall declare any dividend uponGbenmon Stock payable in shares of stock of argsate make any other distribution
(including dividends or distributions payable irsbaut of retained earnings) to the holders ofGbmmon Stock;

(i) the Company shall offer for subscription petda to the holders of the Common Stock any additishares of stock of any class or other
rights;

(iii) there shall be any capital reorganizatiortiaé Company, or reclassification of the Common IStoc consolidation or merger of the
Company with or into, or sale of all or substatyiall its assets to, another corporation or entty

(iv) there shall be a voluntary or involuntary dikgion, liquidation or winding up of the Company;
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then, in each such case, the Company shall gitleetholder of this Warrant

(a) notice of the date on which the books of thenGany shall close or a record shall be taken feerdgning the holders of Common Stock
entitled to receive any such dividend, distributionsubscription rights or for determining thedwt of Common Stock entitled to vote in
respect of any such reorganization, reclassificattonsolidation, merger, sale, dissolution, ligtidn or windingup and (b) in the case of ¢
such reorganization, reclassification, consolidgtimerger, sale, dissolution, liquidation or wirghap, notice of the date (or, if not then
known, a reasonable approximation thereof by theagamy) when the same shall take place. Such nsitiak also specify the date on which
the holders of Common Stock shall be entitled teiee such dividend, distribution, or subscriptig@ghts or to exchange their Common St
for stock or other securities or property delivéealppon such reorganization, reclassification, otidation, merger, sale, dissolution,
liquidation, or winding-up, as the case may be.hSuatice shall be given at least 30 days priohtorecord date or the date on which the
Company's books are closed in respect theretairgaib give any such notice or any defect therkall 0t affect the validity of the
proceedings referred to in clauses (i), (ii), @nd (iv) above.

(k) Certain Events. If any event occurs of the tgpatemplated by the adjustment provisions of Ba@gagraph 4 but not expressly providec
by such provisions, the Company will give noticesath event as provided in Paragraph 4(g) heradfttze Company's Board of Directors
will make an appropriate adjustment in the Exer€igee and the number of shares of Common Stockiedzie upon exercise of this Warr
so that the rights of the holder shall be neittdramced nor diminished by such event.

() Certain Definitions.

() "Common Stock Deemed Outstanding” shall meamitlmber of shares of Common Stock actually outstgn(not including shares of
Common Stock held in the treasury of the Compapiys (x) pursuant to Paragraph 4(b)(i) hereof nitaimum total number of shares of
Common Stock issuable upon the exercise of Optassf the date of such issuance or grant of syasttofs, if any, and (y) pursuant to
Paragraph 4(b)(ii) hereof, the maximum total nundfeshares of Common Stock issuable upon convemi@xchange of Convertible
Securities, as of the date of issuance of such &tible Securities, if any.

(i) "Market Price," as of any date, (i) means #verage of the last reported sale prices for theeshof Common Stock on the OTCBB for the
five (5) Trading Days immediately preceding suctedss reported by Bloomberg, or (ii) if the OTCBBniot the principal trading market for
the shares of Common Stock, the average of thedpstted sale prices on the principal trading reaftrr the Common Stock during the se
period as reported by Bloomberg, or (iii) if marketue cannot be calculated as of such date om&the foregoing bases, the Market Price
shall be the fair market value as reasonably détextirin good faith by (a) the Board of Directorgtoeé Company or, at the option of a
majority-in-interest of the holders of the outstimgdWarrants by (b) an independent investment lidmiationally recognized standing in the
valuation of businesses similar to the businegsh@torporation. The manner of determining the MaRrice of the Common Stock set forth
in the foregoing definition shall apply with respéz any other security in respect of which a detaation as to market value must be made
hereunder.

(iii) "Common Stock," for purposes of this Paradral includes the Common Stock, par value $.00kpare, and any additional class of
stock of the Company having no preference as toleinds or distributions on liquidation, provideatihe shares purchasable pursuant tc
Warrant shall include only shares of Common Stpek,value $.001 per share, in respect of whichWesrant is exercisable, or shares
resulting from any subdivision or combination o€EBlCommon Stock, or in the case of any reorgamimatieclassification, consolidation,
merger, or sale of the character referred to ia@raph 4(e) hereof, the stock or other securitiggaperty provided for in such Paragraph.
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5. Issue Tax. The issuance of certificates for WarEShares upon the exercise of this Warrant bleathade without charge to the holder of
this Warrant or such shares for any issuance tathar costs in respect thereof, provided thatbmpany shall not be required to pay any
tax which may be payable in respect of any transfarlved in the issuance and delivery of any &iegte in a name other than the holder of
this Warrant.

6. No Rights or Liabilities as a Shareholder. Tharrant shall not entitle the holder hereof to aafing rights or other rights as a shareholder
of the Company. No provision of this Warrant, ie ttbsence of affirmative action by the holder hietepurchase Warrant Shares, and no
mere enumeration herein of the rights or privilegethe holder hereof, shall give rise to any ligpiof such holder for the Exercise Price or
as a shareholder of the Company, whether sucHityaisi asserted by the Company or by creditorthefCompany.

7. Transfer, Exchange, and Replacement of Warrant.

(a) Restriction on Transfer. This Warrant and ibhts granted to the holder hereof are transferabl&hole or in part, upon surrender of this
Warrant, together with a properly executed assigrinmethe form attached hereto, at the office arary of the Company referred to in
Paragraph 7(e) below, provided, however, that eanyster or assignment shall be subject to the tiondiset forth in Paragraph 7(f) hereof
and to the applicable provisions of the Securiaschase Agreement. Until due presentment for trediisn of transfer on the books of the
Company, the Company may treat the registered hblkeleof as the owner and holder hereof for alppses, and the Company shall not be
affected by any notice to the contrary. Notwithsliag anything to the contrary contained herein rdggstration rights described in Paragraph
8 are assignable only in accordance with the piangsof that certain Registration Rights Agreemdated October 24, 2005, by and among
the Company and the other signatories thereto'Registration Rights Agreement”).

(b) Warrant Exchangeable for Different Denominasiofihis Warrant is exchangeable, upon the surreémeterof by the holder hereof at the
office or agency of the Company referred to in Beaph 7(e) below, for new Warrants of like tengresenting in the aggregate the right to
purchase the number of shares of Common Stock whashbe purchased hereunder, each of such new ktatoarepresent the right to
purchase such number of shares as shall be desiginathe holder hereof at the time of such sueend

(c) Replacement of Warrant. Upon receipt of evidereasonably satisfactory to the Company of thg libeft, destruction, or mutilation of
this Warrant and, in the case of any such losét, thedestruction, upon delivery of an indemnigr@ement reasonably satisfactory in form
and amount to the Company, or, in the case of aoly mutilation, upon surrender and cancellatiothisf Warrant, the Company, at its
expense, will execute and deliver, in lieu thereafiew Warrant of like tenor.

(d) Cancellation; Payment of Expenses. Upon theeader of this Warrant in connection with any tfansexchange, or replacement as
provided in this Paragraph 7, this Warrant shalpfmenptly canceled by the Company. The Company phaglall taxes (other than securities
transfer taxes) and all other expenses (otherldgal expenses, if any, incurred by the holderamdferees) and charges payable in
connection with the preparation, execution, andvdgf of Warrants pursuant to this Paragraph 7.
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(e) Register. The Company shall maintain, at iisqjpal executive offices (or such other officeagiency of the Company as it may designate
by notice to the holder hereof), a register fos Warrant, in which the Company shall record thm@&and address of the person in whose
name this Warrant has been issued, as well asatihe and address of each transferee and each wner of this Warrant.

(f) Exercise or Transfer Without Registration.df,the time of the surrender of this Warrant inrextion with any exercise, transfer, or
exchange of this Warrant, this Warrant (or, ind¢hse of any exercise, the Warrant Shares issuatdeimder), shall not be registered unde
Securities Act of 1933, as amended (the "Secut@®) and under applicable state securities oelsky laws, the Company may require, .
condition of allowing such exercise, transfer, xcteange, (i) that the holder or transferee of Wi@rant, as the case may be, furnish to the
Company a written opinion of counsel, which opin&r counsel are acceptable to the Company, teftbet that such exercise, transfer, or
exchange may be made without registration underAet and under applicable state securities or bkyelaws, (ii) that the holder or
transferee execute and deliver to the Companyastment letter in form and substance acceptaliteet€ompany and (iii) that the
transferee be an "accredited investor" as defindRlile 501(a) promulgated under the Securities pratyided that no such opinion, letter or
status as an "accredited investor" shall be reduireonnection with a transfer pursuant to Rulé @ider the Securities Act. The first holder
of this Warrant, by taking and holding the sampresents to the Company that such holder is aoguihis Warrant for investment and not
with a view to the distribution thereof.

8. Registration Rights. The initial holder of thigarrant (and certain assignees thereof) is entilée benefit of such registration rights in
respect of the Warrant Shares as are set forthétid® 2 of the Registration Rights Agreement.

9. Notices. All notices, requests, and other comoations required or permitted to be given or d=iéd hereunder to the holder of this
Warrant shall be in writing, and shall be persond#livered, or shall be sent by certified or régfisd mail or by recognized overnight mail
courier, postage prepaid and addressed, to suderat the address shown for such holder on thkshobthe Company, or at such other
address as shall have been furnished to the Conipangtice from such holder. All notices, requeats] other communications required or
permitted to be given or delivered hereunder taGbepany shall be in writing, and shall be persigrdglivered, or shall be sent by certified
or registered mail or by recognized overnight roailrier, postage prepaid and addressed, to theeaffithe Company at 4625 Creekstone
Drive, Suite 100, Research Triangle Park, DurhaorttNCarolina 27703, Attention:

Chief Executive Officer, or at such other addresshall have been furnished to the holder of thisrfdht by notice from the Company. Any
such notice, request, or other communication magelng by facsimile, but shall in such case be snubsgtly confirmed by a writing
personally delivered or sent by certified or regjietl mail or by recognized overnight mail courigipeovided above. All notices, requests,
other communications shall be deemed to have bigen gither at the time of the receipt thereof iy person entitled to receive such notice
at the address of such person for purposes oP#riagraph 9, or, if mailed by registered or cexifinail or with a recognized overnight mail
courier upon deposit with the United States Pofit®br such overnight mail courier, if postag@iepaid and the mailing is properly
addressed, as the case may be.
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10. Governing Law. THIS WARRANT SHALL BE ENFORCEBOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE
LAWS OF THE STATE OF NEW YORK APPLICABLE TO AGREEMIETS MADE AND TO BE PERFORMED ENTIRELY WITHIN
SUCH STATE, WITHOUT REGARD TO THE PRINCIPLES OF CENCT OF LAWS. THE PARTIES HERETO HEREBY SUBMIT TO
THE EXCLUSIVE JURISDICTION OF THE UNITED STATES FEHHIRAL COURTS LOCATED IN NEW YORK, NEW YORK WITH
RESPECT TO ANY DISPUTE ARISING UNDER THIS WARRANTHE AGREEMENTS ENTERED INTO IN CONNECTION
HEREWITH OR THE TRANSACTIONS CONTEMPLATED HEREBY ORHEREBY. BOTH PARTIES IRREVOCABLY WAIVE THE
DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCBF SUCH SUIT OR PROCEEDING. BOTH PARTIES
FURTHER AGREE THAT SERVICE OF PROCESS UPON A PARNMILED BY FIRST CLASS MAIL SHALL BE DEEMED IN
EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON RAMRTY IN ANY SUCH SUIT OR PROCEEDING. NOTHING
HEREIN SHALL AFFECT EITHER PARTY'S RIGHT TO SERVER®CESS IN ANY OTHER MANNER PERMITTED BY LAW. BOTH
PARTIES AGREE THAT A FINAL NON-APPEALABLE JUDGMENTN ANY SUCH SUIT OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIRS BY SUIT ON SUCH JUDGMENT OR IN ANY OTHER
LAWFUL MANNER. THE PARTY WHICH DOES NOT PREVAIL INANY DISPUTE ARISING UNDER THIS WARRANT SHALL BE
RESPONSIBLE FOR ALL FEES AND EXPENSES, INCLUDING ADRNEYS' FEES, INCURRED BY THE PREVAILING PARTY IN
CONNECTION WITH SUCH DISPUTE.

11. Miscellaneous.

(a) Amendments. This Warrant and any provision dfemeay only be amended by an instrument in wrisigmed by the Company and the
holder hereof.

(b) Descriptive Headings. The descriptive headfgbe several paragraphs of this Warrant are ieddor purposes of reference only, and
shall not affect the meaning or construction of ahthe provisions hereof.

(c) Cashless Exercise. Notwithstanding anythintpéocontrary contained in this Warrant, if the tesd the Warrant Shares by the holder is
not then registered pursuant to an effective reggish statement under the Securities Act, thisfdfdrmay be exercised by presentation and
surrender of this Warrant to the Company at itagipal executive offices with a written notice bétholder's intention to effect a cashless
exercise, including a calculation of the numbesimdires of Common Stock to be issued upon suchisgéncaccordance with the terms he

(a "Cashless Exercise"). In the event of a Casliesscise, in lieu of paying the Exercise Priceash, the holder shall surrender this Warrant
for that number of shares of Common Stock deterdhimemultiplying the number of Warrant Shares taclihit would otherwise be entitled

by a fraction, the numerator of which shall bediféerence between the then current Market Prigespare of the Common Stock and the
Exercise Price, and the denominator of which dtwllhe then current Market Price per share of Com8tock. For example, if the holder is
exercising 100,000 Warrants with a per Warrant@sgerprice of $0.75 per share through a cashlesxise when the Common Stock's
current Market Price per share is $2.00 per shhes, upon such Cashless Exercise the holder wiive 62,500 shares of Common Stock.
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(d) Remedies. The Company acknowledges that albt®ait of its obligations hereunder will causeeprarable harm to the holder, by
vitiating the intent and purpose of the transactiontemplated hereby. Accordingly, the Company auwktedges that the remedy at law for a
breach of its obligations under this Warrant wélibadequate and agrees, in the event of a bredbheatened breach by the Company of the
provisions of this Warrant, that the holder shalldmtitled, in addition to all other available rates at law or in equity, and in addition to the
penalties assessable herein, to an injunctionjendtions restraining, preventing or curing anyaute of this Warrant and to enforce
specifically the terms and provisions thereof, withthe necessity of showing economic loss andawitlany bond or other security being
required.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

-12-



IN WITNESS WHEREOF, the Company has caused thisraato be signed by its duly authorized officer.
CYBERLUX CORPORATION

By: /s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

Dated as of October 24, 20



Exhibit 4.10
REGISTRATION RIGHTS AGREEMENT

REGISTRATION RIGHTS AGREEMENT (this "Agreement")aigd as of October 24, 2005, by and among Cyb&trporation, a Nevada
corporation with its headquarters located at 468&ekstone Drive, Suite 100, Research Triangle Faukham, North Carolina 27703 (the
"Company"), and each of the undersigned (togettibr tiveir respective affiliates and any assignetransferee of all of their respective rig
hereunder, the "Initial Investors").

WHEREAS:

A. In connection with the Securities Purchase Agrexet by and among the parties hereto of even @awith (the "Securities Purchase
Agreement"), the Company has agreed, upon the tenohsubject to the conditions contained thereimgsdue and sell to the Initial Investors
(i) secured convertible notes in the aggregatecgral amount of up to Eight Hundred Thousand Dsl&800,000) (the "Notes") that are
convertible into shares of the Company's commocksfihe "Common Stock™), upon the terms and sulifetite limitations and conditions
set forth in such Notes and (ii) warrants (the "¥&ats") to acquire an aggregate of 800,000 shdr€smmon Stock, upon the terms and
conditions and subject to the limitations and ctiods set forth in the Warrants; and

B. To induce the Initial Investors to execute aptiveer the Securities Purchase Agreement, the Caognpas agreed to provide certain
registration rights under the Securities Act of 398s amended, and the rules and regulations thdgeuor any similar successor statute
(collectively, the "1933 Act"), and applicable staecurities laws;

NOW, THEREFORE, in consideration of the premises ve mutual covenants contained herein and othed gnd valuable consideratic
the receipt and sufficiency of which are herebyraeiledged, the Company and each of the Initial $tmes hereby agree as follows:

1. DEFINITIONS.
a. As used in this Agreement, the following terinalishave the following meanings:

(i) "Investors" means the Initial Investors and amansferee or assignee who agrees to become tbyuttié provisions of this Agreement in
accordance with Section 9 hereof.

(i) "register," "registered,"” and "registratiorefer to a registration effected by preparing atiddia Registration Statement or Statements in
compliance with the 1933 Act and pursuant to Rd/® dnder the 1933 Act or any successor rule progiftr offering securities on a
continuous basis ("Rule 415"), and the declaratioardering of effectiveness of such RegistratitateSnent by the United States Securities
and Exchange Commission (the "SE(



(iii) "Registrable Securities" means the Conversitrares issued or issuable upon conversion orwitepursuant to the Notes including,
without limitation, Damages Shares (as definedhenNotes) issued or issuable pursuant to the Nelbeses of Common Stock issued or
issuable in payment of the Standard Liquidated Qpaamount (as defined in the Securities Purchagednent), shares issued or issuable
in respect of interest or in redemption of the Nateaccordance with the terms thereof) and WaiShatres issuable, upon exercise or
otherwise pursuant to the Warrants, and any slodregpital stock issued or issuable as a dividendran exchange for or otherwise with
respect to any of the foregoing.

(iv) "Registration Statement" means a registrasitaiement of the Company under the 1933 Act.

b. Capitalized terms used herein and not otherdédimed herein shall have the respective meaniegfgh in the Securities Purchase
Agreement or the Convertible Note.

2. REGISTRATION.

a. Mandatory Registration. The Company shall prepamnd, on or prior to forty-five (45) days fronettlate of Closing (as defined in the
Securities Purchase Agreement) (the "Filing Dat@® with the SEC a Registration Statement on F&8+3 (or, if Form S-3 is not then
available, on such form of Registration Statemsrisahen available to effect a registration of egistrable Securities, subject to the con

of the Initial Investors, which consent will not bereasonably withheld) covering the resale oRbgistrable Securities underlying the Notes
and Warrants issued or issuable pursuant to theriies Purchase Agreement, which RegistrationeBtant, to the extent allowable under
1933 Act and the rules and regulations promulgtteceunder (including Rule 416), shall state thiahsRegistration Statement also covers
such indeterminate number of additional sharesamfi@on Stock as may become issuable upon conves§mmnotherwise pursuant to the
Notes and exercise of the Warrants to preventidiluiesulting from stock splits, stock dividendssonilar transactions. The number of she

of Common Stock initially included in such Regitima Statement shall be no less than an amount égjiao (2) times the sum of the
number of Conversion Shares that are then issugtnle conversion of the Notes and Additional Notesséd on the Variable Conversion
Price as would then be in effect and assuming #ma¥gle Conversion Price is the Conversion Pricguah time), and the number of Warrant
Shares that are then issuable upon exercise 0¥#reants, without regard to any limitation on thedstor's ability to convert the Notes or
exercise the Warrants. The Company acknowledgéshtbaumber of shares initially included in thegiRération Statement represents a good
faith estimate of the maximum number of sharesaisluupon conversion of the Notes and upon exeofidee Warrants.

b. Underwritten Offering. If any offering pursudnta Registration Statement pursuant to Sectionhgeof involves an underwritten

offering, the Investors who hold a majority in irgst of the Registrable Securities subject to sunterwritten offering, with the consent of a
majority-in-interest of the Initial Investors, shiahve the right to select one legal counsel anthaestment banker or bankers and manager or
managers to administer the offering, which investnfimnker or bankers or manager or managers shafldsonably satisfactory to the
Company.



c. Payments by the Company. The Company shalltsigest efforts to obtain effectiveness of the Biegiion Statement as soon as
practicable. If (i) the Registration Statement@Jering the Registrable Securities required toilee by the Company pursuant to Section
hereof is not filed by the Filing Date or declaeftective by the SEC on or prior to ninety (90) sldsom the date of Closing (as defined in the
Securities Purchase Agreement), or (ii) after tegiRration Statement has been declared effecyithebSEC, sales of all of the Registrable
Securities cannot be made pursuant to the Registratatement, or (iii) the Common Stock is ndiglisor included for quotation on the
Nasdaq National Market ("Nasdaq"), the Nasdaq StagllMarket ("Nasdaq SmallCap"), the New York StBgkhange (the "NYSE") or tt
American Stock Exchange (the "AMEX") after beinglisted or included for quotation, or (iv) the CommStock ceases to be traded on the
Over-theCounter Bulletin Board (the "OTCBB") or any equieal replacement exchange prior to being listechduded for quotation on ol
of the aforementioned markets, then the Companyméke payments to the Investors in such amourdsatruch times as shall be
determined pursuant to this Section 2(c) as pawrlaf for the damages to the Investors by reagamy such delay in or reduction of their
ability to sell the Registrable Securities (whielmedy shall not be exclusive of any other remealadlable at law or in equity). The
Company shall pay to each holder of the Notes gigk@ble Securities an amount equal to the thestanding principal amount of the Notes
(and, in the case of holders of Registrable Sdearithe principal amount of Notes from which s®Reyistrable Securities were converted)
("Outstanding Principal Amount"), multiplied by theplicable Percentage (as defined below) timessthe of: (i) the number of months
(prorated for partial months) after the Filing Datethe end of the aforementioned ninety (90) dayaal and prior to the date the Registration
Statement is declared effective by the SEC, prakitiewever, that there shall be excluded from geriod any delays which are solely
attributable to changes required by the Investothé Registration Statement with respect to infirom relating to the Investors, including,
without limitation, changes to the plan of distfiion, or to the failure of the Investors to condtlatir review of the Registration Statement
pursuant to

Section 3(h) below in a reasonably prompt manrig@the number of months (prorated for partial mm)tthat sales of all of the Registrable
Securities cannot be made pursuant to the Registratatement after the Registration Statemenbhas declared effective (including,
without limitation, when sales cannot be made aso@ of the Company's failure to properly suppleémemamend the prospectus included
therein in accordance with the terms of this Agreetbut excluding any days during an Allowed Ddlay defined in Section

3(f)); and (iii) the number of months (prorated fartial months) that the Common Stock is not éisieincluded for quotation on the
OTCBB, Nasdaq, Nasdaq SmallCap, NYSE or AMEX ot tteding thereon is halted after the RegistraBtetement has been declared
effective. The term "Applicable Percentage" meavstiundredths (.02). (For example, if the RegigiraStatement becomes effective one
month after the end of such ninety (90) day peribd,Company would pay $5,000 for each $250,000w§tanding Principal Amount. If
thereafter, sales could not be made pursuant tBéiggstration Statement for an additional periodrd (1) month, the Company would pay
an additional $5,000 for each $250,000 of Outstaméfirincipal Amount.) Such amounts shall be paickish or, at the Company's option, in
shares of Common Stock priced at the ConversiareRas defined in the Notes) on such payment date.
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d. Piggy-Back Registrations. Subject to the lastesgce of this Section 2(d), if at any time priothie expiration of the Registration Period (as
hereinafter defined) the Company shall determinfdeavith the SEC a Registration Statement refatiman offering for its own account or
the account of others under the 1933 Act of anysagquity securities (other than on Form S-4 an8-8 or their then equivalents relating
equity securities to be issued solely in conneatiith any acquisition of any entity or busines®quity securities issuable in connection with
stock option or other bona fide, employee benddihg), the Company shall send to each Investorig/batitled to registration rights under
this Section 2(d) written notice of such determioratand, if within fifteen (15) days after the affiwe date of such notice, such Investor shall
so request in writing, the Company shall includsuch Registration Statement all or any part oRkgistrable Securities such Investor
requests to be registered, except that if, in cotore with any underwritten public offering for tlaecount of the Company the managing
underwriter(s) thereof shall impose a limitationtbea number of shares of Common Stock which maiypdladed in the Registration
Statement because, in such underwriter(s)' judgmeeatketing or other factors dictate such limitatis necessary to facilitate public
distribution, then the Company shall be obligatethtlude in such Registration Statement only dinshied portion of the Registrable
Securities with respect to which such Investorreagsiested inclusion hereunder as the underwritdt grmit. Any exclusion of Registrable
Securities shall be made pro rata among the Inksest®king to include Registrable Securities irpprtion to the number of Registrable
Securities sought to be included by such Invesfosyided, however, that the Company shall notwelany Registrable Securities unless
the Company has first excluded all outstanding istes, the holders of which are not entitled tolirsion of such securities in such
Registration Statement or are not entitled to pta mclusion with the Registrable Securities; pralided, further, however, that, after giving
effect to the immediately preceding proviso, anglesion of Registrable Securities shall be madergta with holders of other securities
having the right to include such securities in Registration Statement other than holders of stes®ntitled to inclusion of their securities
such Registration Statement by reason of demaristratipn rights. No right to registration of Reg#ble Securities under this Section 2(d)
shall be construed to limit any registration regdiunder Section 2(a) hereof. If an offering inre@ction with which an Investor is entitled to
registration under this Section 2(d) is an unddtemioffering, then each Investor whose Registr&gleurities are included in such
Registration Statement shall, unless otherwiseeabiog the Company, offer and sell such Registr8bleurities in an underwritten offering
using the same underwriter or underwriters andjestibo the provisions of this Agreement, on thmeaerms and conditions as other shares
of Common Stock included in such underwritten affgr Notwithstanding anything to the contrary smth herein, the registration rights of
the Investors pursuant to this Section 2(d) shdlf be available in the event the Company failsrtely file, obtain effectiveness or maintain
effectiveness of any Registration Statement taled pursuant to

Section 2(a) in accordance with the terms of tigse@ment.

e. Eligibility for Form S-3, SB-2 or S-1; Conversito Form S-3. The Company represents and wartlaatst meets the requirements for the
use of Form S-3, SB-2 or S-1 for registration @& slale by the Initial Investors and any other Itwessof the Registrable Securities. The
Company agrees to file all reports required toileel by the Company with the SEC in a timely marseas to remain eligible or become
eligible, as the case may be, and thereafter tataiaiits eligibility, for the use of Form S-3.tHe Company is not currently eligible to use
Form S-3, not later than five (5) business daysrafte Company first meets the registration elijoand transaction requirements for the use
of Form S-3 (or any successor form) for registratd the offer and sale by the Initial Investorsl @amy other Investors of Registrable
Securities, the Company shall file a Registratitatenent on Form S-3 (or such successor form) mipect to the Registrable Securities
covered by the Registration Statement on Form $Bfbrm S-1, whichever is applicable, filed purduarSection 2(a) (and include in such
Registration Statement on Form S-3 the informatéauired by Rule 429 under the 1933 Act) or contlertRegistration Statement on Form
SB-2 or Form S-1, whichever is applicable, filedguant to Section 2(a) to a Form S-3 pursuant e BR29 under the 1933 Act and cause
such Registration Statement (or such amendmebg tteclared effective no later than forty-five (d8ys after filing. In the event of a breach
by the Company of the provisions of this

Section 2(e), the Company will be required to mp&gments pursuant to Section 2(c) hereof.
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3. OBLIGATIONS OF THE COMPANY.
In connection with the registration of the RegisteaSecurities, the Company shall have the follgnabligations:

a. The Company shall prepare promptly, and filélie SEC not later than the Filing Date, a Regjistn Statement with respect to the
number of Registrable Securities provided in Sec#a), and thereafter use its best efforts toeaush Registration Statement relating to
Registrable Securities to become effective as ssquossible after such filing but in no event laba@n ninety (90) days from the date of
Closing), and keep the Registration Statement &ffepursuant to Rule 415 at all times until suakedas is the earlier of (i) the date on which
all of the Registrable Securities have been sottl(@nthe date on which the Registrable Securiisghe opinion of counsel to the Initial
Investors) may be immediately sold to the publitheiit registration or restriction (including, witltdimitation, as to volume by each holder
thereof) under the 1933 Act (the "Registration &&), which Registration Statement (including anyemdments or supplements thereto and
prospectuses contained therein) shall not contajruatrue statement of a material fact or omittédesa material fact required to be stated
therein, or necessary to make the statements theo¢imisleading.

b. The Company shall prepare and file with the SEE€h amendments (including post-effective amendshemd supplements to the
Registration Statements and the prospectus usashimection with the Registration Statements as lbeayecessary to keep the Registration
Statements effective at all times during the Reaiistn Period, and, during such period, comply wMlith provisions of the 1933 Act with
respect to the disposition of all Registrable Siesrof the Company covered by the Registratiatieédhents until such time as all of such
Registrable Securities have been disposed of iordance with the intended methods of dispositiotheyseller or sellers thereof as set forth
in the Registration Statements. In the event thelyrar of shares available under a Registration ®e&téfiled pursuant to this Agreement is
insufficient to cover all of the Registrable Setigs issued or issuable upon conversion of the :Nanel exercise of the Warrants, the
Company shall amend the Registration Statemeffitecx new Registration Statement (on the shornfarailable therefor, if applicable), or
both, so as to cover all of the Registrable Sdestiin each case, as soon as practicable, butyiegent within fifteen (15) days after the
necessity therefor arises (based on the markes pfithe Common Stock and other relevant factorg/loich the Company reasonably elects
to rely). The Company shall use its best effortsaose such amendment and/or new Registratiom$&tatdo become effective as soon as
practicable following the filing thereof, but inyaevent within thirty (30) days after the date onieth the Company reasonably first
determines (or reasonably should have determimedh¢ed therefor. The provisions of Section 2(oyvatshall be applicable with respect to
such obligation, with the ninety

(90) days running from the day the Company readgrfabt determines (or reasonably should have meiged) the need therefor.
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c. The Company shall furnish to each Investor whsgistrable Securities are included in a RegisteBtatement and its legal counsel (i)
promptly (but in no event more than two (2) busindays) after the same is prepared and publictyiloliged, filed with the SEC, or received
by the Company, one copy of each Registration Bt@it¢ and any amendment thereto, each preliminagpectus and prospectus and each
amendment or supplement thereto, and, in the dabe ®Registration Statement referred to in Section

2(a), each letter written by or on behalf of the@any to the SEC or the staff of the SEC, and é@aatof correspondence from the SEC or
the staff of the SEC, in each case relating to ®egistration Statement (other than any portioanyf thereof which contains information for
which the Company has sought confidential treatinamd (ii) promptly (but in no event more than two

(2) business days) after the Registration Statersatdclared effective by the SEC, such numbepfes of a prospectus, including a
preliminary prospectus, and all amendments andlsommts thereto and such other documents as suebttm may reasonably request in
order to facilitate the disposition of the RegibteaSecurities owned by such Investor. The Compaliymmediately notify each Investor by
facsimile of the effectiveness of each Registrafitetement or any post-effective amendment. Thegaomwill promptly (but in no event
more than five (5) business days) respond to adyalitomments received from the SEC (which commehall promptly be made available
to the Investors upon request), with a view towaassing each Registration Statement or any amemtdimereto to be declared effective by
the SEC as soon as practicable, shall prompthafil@cceleration request as soon as practicabién(bo event more than two (2) business
days) following the resolution or clearance of$SHHC comments or, if applicable, following notifiat by the SEC that any such Registration
Statement or any amendment thereto will not beestiltp review and shall promptly file with the SBGinal prospectus as soon as practic
(but in no event more than two (2) business daglf)wWing receipt by the Company from the SEC obader declaring the Registration
Statement effective. In the event of a breach byGbmpany of the provisions of this

Section 3(c), the Company will be required to mplgments pursuant to Section 2(c) hereof.

d. The Company shall use reasonable efforts tegister and qualify the Registrable Securitiesecett by the Registration Statements under
such other securities or "blue sky" laws of suafsglictions in the United States as the Investdrs Wwold a majority in interest of the
Registrable Securities being offered reasonablyest (ii) prepare and file in those jurisdictiameh amendments (including post-effective
amendments) and supplements to such registratimhgualifications as may be necessary to maintareffectiveness thereof during the
Registration Period, (iii) take such other actiassnay be necessary to maintain such registratiotgjualifications in effect at all times
during the Registration Period, and (iv) take &tlew actions reasonably necessary or advisabledlifyjthe Registrable Securities for sale in
such jurisdictions; provided, however, that the @any shall not be required in connection therewiths a condition thereto to (a) qualify to
do business in any jurisdiction where it would atiterwise be required to qualify but for this SewtB(d), (b) subject itself to general taxal
in any such jurisdiction, (c) file a general cornserservice of process in any such jurisdictiah),rovide any undertakings that cause the
Company undue expense or burden, or (e) make amgehn its charter or bylaws, which in each chseBoard of Directors of the Compa
determines to be contrary to the best interestseoCompany and its shareholders.
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e. In the event Investors who hold a majority-itefest of the Registrable Securities being offénetie offering (with the approval of a
majority-in-interest of the Initial Investors) selainderwriters for the offering, the Company slealier into and perform its obligations under
an underwriting agreement, in usual and custontm fincluding, without limitation, customary indeification and contribution
obligations, with the underwriters of such offering

f. As promptly as practicable after becoming awarsuch event, the Company shall notify each Irarest the happening of any event, of
which the Company has knowledge, as a result oflwtie prospectus included in any Registrationeiant, as then in effect, includes an
untrue statement of a material fact or omissiostéte a material fact required to be stated themeirecessary to make the statements therein
not misleading, and use its best efforts promptigrepare a supplement or amendment to any RegstiBtatement to correct such untrue
statement or omission, and deliver such numbeopies of such supplement or amendment to eachtlmas such Investor may reasonably
request; provided that, for not more than ten ¢jsecutive trading days (or a total of not moemttwenty (20) trading days in any twelve
(12) month period), the Company may delay the d@ale of material non-public information concerning Company (as well as prospectus
or Registration Statement updating) the disclosfirghich at the time is not, in the good faith dpimof the Company, in the best interests of
the Company (an "Allowed Delay"); provided, furthtirat the Company shall promptly (i) notify thevéstors in writing of the existence of
(but in no event, without the prior written consehtin Investor, shall the Company disclose to soebstor any of the facts or circumstances
regarding) material non-public information givirige to an Allowed Delay and (ii) advise the Investim writing to cease all sales under such
Registration Statement until the end of the Allovidelay. Upon expiration of the Allowed Delay, theripany shall again be bound by the
first sentence of this Section 3(f) with respecthte information giving rise thereto.

g. The Company shall use its best efforts to pretrenissuance of any stop order or other suspemieffectiveness of any Registration
Statement, and, if such an order is issued, tarobta withdrawal of such order at the earliestsitie moment and to notify each Investor
who holds Registrable Securities being sold (otheéevent of an underwritten offering, the mangginderwriters) of the issuance of such
order and the resolution thereof.

h. The Company shall permit a single firm of counkesignated by the Initial Investors to reviewlsiRegistration Statement and all
amendments and supplements thereto (as well esqalésts for acceleration or effectiveness the@ofasonable period of time prior to their
filing with the SEC, and not file any document ifoam to which such counsel reasonably objectswailichot request acceleration of such
Registration Statement without prior notice to saohnsel. The sections of such Registration Stateowvering information with respect to
the Investors, the Investor's beneficial ownersliipecurities of the Company or the Investors idéghmethod of disposition of Registrable
Securities shall conform to the information prowde the Company by each of the Investors.
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i. The Company shall make generally availabledsécurity holders as soon as practicable, butatertthan ninety (90) days after the close
of the period covered thereby, an earnings state(imeform complying with the provisions of Rule&&inder the 1933 Act) covering a
twelve-month period beginning not later than thstfilay of the Company's fiscal quarter next follaythe effective date of the Registration
Statement.

j- At the request of any Investor, the CompanyIdhahish, on the date that Registrable Secur#iesdelivered to an underwriter, if any,
sale in connection with any Registration Statenoenif such securities are not being sold by aneuwdter, on the date of effectiveness
thereof (i) an opinion, dated as of such date, foonsel representing the Company for purposesalf Registration Statement, in form,
scope and substance as is customarily given imdarwritten public offering, addressed to the unditers, if any, and the Investors and (ii)
a letter, dated such date, from the Company's imlgnt certified public accountants in form andssatice as is customarily given by
independent certified public accountants to undiéeva in an underwritten public offering, addressethe underwriters, if any, and the
Investors.

k. The Company shall make available for inspechigrii) any Investor, (ii) any underwriter partictpay in any disposition pursuant to a
Registration Statement, (iii) one firm of attorneysd one firm of accountants or other agents rethby the Initial Investors, (iv) one firm of
attorneys and one firm of accountants or other @getained by all other Investors, and (v) one faf attorneys retained by all such
underwriters (collectively, the "Inspectors") adirfinent financial and other records, and pertimanporate documents and properties of the
Company, including without limitation, records afnversions by other holders of convertible se@sitssued by the Company and the
issuance of stock to such holders pursuant todhearsions (collectively, the "Records"), as shallFeasonably deemed necessary by each
Inspector to enable each Inspector to exerciguisdiligence responsibility, and cause the Comigasfiicers, directors and employees to
supply all information which any Inspector may i@aeably request for purposes of such due diligepamjided, however, that each Inspector
shall hold in confidence and shall not make angldsire (except to an Investor) of any Record beoinformation which the Company
determines in good faith to be confidential, anavbfch determination the Inspectors are so notjfigdess

(a) the disclosure of such Records is necessaydi or correct a misstatement or omission inRagistration Statement, (b) the release of
such Records is ordered pursuant to a subpoerta@rarder from a court or government body of comapegjurisdiction, or (c) the
information in such Records has been made genexadlijable to the public other than by disclosurgiolation of this or any other
agreement. The Company shall not be required tdodis any confidential information in such Recawany Inspector until and unless such
Inspector shall have entered into confidentialgyements (in form and substance satisfactorygd@thmpany) with the Company with
respect thereto, substantially in the form of téstion 3(k). Each Investor agrees that it shalhrnulearning that disclosure of such Records is
sought in or by a court or governmental body of petant jurisdiction or through other means, givenmot notice to the Company and allow
the Company, at its expense, to undertake apptem@ion to prevent disclosure of, or to obtapratective order for, the Records deemed
confidential. Nothing herein (or in any other calgfintiality agreement between the Company and argstor) shall be deemed to limit the
Investor's ability to sell Registrable Securitiegimanner which is otherwise consistent with aaplie laws and regulations.
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I. The Company shall hold in confidence and not enaky disclosure of information concerning an Iteeprovided to the Company unless

(i) disclosure of such information is necessargdmply with federal or state securities laws,t{ig disclosure of such information is
necessary to avoid or correct a misstatement osiam in any Registration Statement, (iii) the askeof such information is ordered pursuant
to a subpoena or other order from a court or gawemtal body of competent jurisdiction, or (iv) suoformation has been made generally
available to the public other than by disclosurgiolation of this or any other agreement. The Campagrees that it shall, upon learning that
disclosure of such information concerning an Inee& sought in or by a court or governmental boflgompetent jurisdiction or through
other means, give prompt notice to such Investior pop making such disclosure, and allow the Ineestt its expense, to undertake
appropriate action to prevent disclosure of, aslitain a protective order for, such information.

m. The Company shall (i) cause all the Registr&aeurities covered by the Registration Statemebetlisted on each national securities
exchange on which securities of the same classr@ssissued by the Company are then listed, if dutlye listing of such Registrable
Securities is then permitted under the rules ohsxchange, or (ii) to the extent the securitiedefsame class or series are not then listed or
a national securities exchange, secure the degigremtd quotation, of all the Registrable Secwitievered by the Registration Statement on
Nasdaq or, if not eligible for Nasdag, on Nasda@Boap or, if hot eligible for Nasdaq or Nasdaq 8@ep, on the OTCBB and, witho

limiting the generality of the foregoing, to arranipr at least two market makers to register with National Association of Securities
Dealers, Inc. ("NASD") as such with respect to sBelgistrable Securities.

n. The Company shall provide a transfer agent agttrar, which may be a single entity, for the iReegble Securities not later than the
effective date of the Registration Statement.

0. The Company shall cooperate with the Investdrs hwold Registrable Securities being offered amdtianaging underwriter or
underwriters, if any, to facilitate the timely pegption and delivery of certificates (not bearimg aestrictive legends) representing Registr
Securities to be offered pursuant to a Registréiimtement and enable such certificates to bedn danominations or amounts, as the case
may be, as the managing underwriter or underwrittagy, or the Investors may reasonably requedtragistered in such names as the
managing underwriter or underwriters, if any, a thvestors may request, and, within three (3)rimss days after a Registration Statement
which includes Registrable Securities is orderéelotize by the SEC, the Company shall deliver, simall cause legal counsel selected by the
Company to deliver, to the transfer agent for tlegiBrable Securities (with copies to the Investanese Registrable Securities are included
in such Registration Statement) an instructioheform attached hereto as Exhibit 1 and an opiaf@uch counsel in the form attached
hereto as Exhibit 2.



p. At the request of the holders of a majority+iterest of the Registrable Securities, the Comshayl prepare and file with the SEC such
amendments (including post-effective amendments)sapplements to a Registration Statement and mrgppctus used in connection with
the Registration Statement as may be necessandén to change the plan of distribution set fortlsiich Registration Statement.

g. From and after the date of this Agreement, toen@any shall not, and shall not agree to, allowhiblders of any securities of the Company
to include any of their securities in any RegistratStatement under

Section 2(a) hereof or any amendment or supplethentto under Section 3(b) hereof without the coheéthe holders of a majority-in-
interest of the Registrable Securities.

r. The Company shall take all other reasonabl@asthecessary to expedite and facilitate dispeshiiothe Investors of Registrable Securities
pursuant to a Registration Statement.

4. OBLIGATIONS OF THE INVESTORS.
In connection with the registration of the RegilsteaSecurities, the Investors shall have the falhgwobligations:

a. It shall be a condition precedent to the obiayest of the Company to complete the registratiorspant to this Agreement with respect to
Registrable Securities of a particular Investot twech Investor shall furnish to the Company suébrimation regarding itself, the Registrable
Securities held by it and the intended method sihalition of the Registrable Securities held asishall be reasonably required to effect the
registration of such Registrable Securities and stkacute such documents in connection with segfistration as the Company may
reasonably request. At least three (3) business piagr to the first anticipated filing date of tRegistration Statement, the Company shall
notify each Investor of the information the Compaeguires from each such Investor.

b. Each Investor, by such Investor's acceptantieeoRegistrable Securities, agrees to cooperatethét Company as reasonably requested by
the Company in connection with the preparationfdimd) of the Registration Statements hereundelesssuch Investor has notified the
Company in writing of such Investor's election xelede all of such Investor's Registrable Secwgitiem the Registration Statements.

c. In the event Investors holding a majority-ineirgst of the Registrable Securities being regidtéréth the approval of the Initial Investors)
determine to engage the services of an underweigah Investor agrees to enter into and perforrh buestor's obligations under an
underwriting agreement, in usual and customary fameiuding, without limitation, customary indemigétion and contribution obligations,
with the managing underwriter of such offering aakk such other actions as are reasonably requiredier to expedite or facilitate the
disposition of the Registrable Securities, unleshdnvestor has notified the Company in writingsath Investor's election to exclude all of
such Investor's Registrable Securities from sudjig®@tion Statement.
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d. Each Investor agrees that, upon receipt of atigeafrom the Company of the happening of any eeéthe kind described in Section 3(f)
or 3(g), such Investor will immediately discontindisposition of Registrable Securities pursuarihtoRegistration Statement covering such
Registrable Securities until such Investor's retogfiphe copies of the supplemented or amendegpuotss contemplated by Section 3(f) or 3
(9) and, if so directed by the Company, such Iroresthall deliver to the Company (at the expensh@iCompany) or destroy (and deliver to
the Company a certificate of destruction) all cepiesuch Investor's possession, of the prospectuering such Registrable Securities cur
at the time of receipt of such naotice.

e. No Investor may participate in any underwrittegistration hereunder unless such Investor (@@gto sell such Investor's Registrable
Securities on the basis provided in any undervgitimangements in usual and customary form entatedy the Company, (ii) completes
and executes all questionnaires, powers of attgoindgmnities, underwriting agreements and otheudwents reasonably required under the
terms of such underwriting arrangements, andd@iees to pay its pro rata share of all undervgritiiscounts and commissions and any
expenses in excess of those payable by the Compaayant to Section 5 below.

5. EXPENSES OF REGISTRATION.

All reasonable expenses, other than underwritisgalints and commissions, incurred in connectioh wegistrations, filings or qualifications
pursuant to Sections 2 and 3, including, withauitition, all registration, listing and qualificati fees, printers and accounting fees, the fees
and disbursements of counsel for the Company, lendeasonable fees and disbursements of one caeiseted by the Initial Investors
pursuant to Sections 2(b) and 3(h) hereof shaltldvae by the Company.

6. INDEMNIFICATION.
In the event any Registrable Securities are inaude Registration Statement under this Agreement:

a. To the extent permitted by law, the Company iwdemnify, hold harmless and defend (i) each Itoresho holds such Registrable
Securities, (ii) the directors, officers, partnem)ployees, agents and each person who controlsyaestor within the meaning of the 1933
Act or the Securities Exchange Act of 1934, as atedr(the "1934 Act"), if any, (iii) any underwritéas defined in the 1933 Act) for the
Investors, and (iv) the directors, officers, parsnemployees and each person who controls anyunddrwriter within the meaning of the
1933 Act or the 1934 Act, if any (each, an "Indefiieqi Person"), against any joint or several lossksims, damages, liabilities or expenses
(collectively, together with actions, proceedingsnguiries by any regulatory or self-regulatorganization, whether commenced or
threatened, in respect thereof, "Claims") to wlaoly of them may become subject insofar as suchmSlarise out of or are based upon: (i)
any untrue statement or alleged untrue statememindterial fact in a Registration Statement oratnéssion or alleged omission to state
therein a material fact required to be stated oesgary to make the statements therein not misigai) any untrue statement or alleged
untrue statement of a material fact
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contained in any preliminary prospectus if usedmpto the effective date of such Registration Steget, or contained in the final prospectus
(as amended or supplemented, if the Company filgsaenendment thereof or supplement thereto wittStB€) or the omission or alleged
omission to state therein any material fact necgdsamnake the statements made therein, in lighhefcircumstances under which the
statements therein were made, not misleading; or

(iii) any violation or alleged violation by the Cqany of the 1933 Act, the 1934 Act, any other lagluding, without limitation, any state
securities law, or any rule or regulation thereurrdéating to the offer or sale of the Registrabéurities (the matters in the foregoing cla
(i) through (iii) being, collectively, "Violation3! Subject to the restrictions set forth in

Section 6(c) with respect to the number of legainsel, the Company shall reimburse the Indemnieson, promptly as such expenses are
incurred and are due and payable, for any reasemedphl fees or other reasonable expenses inchyrétem in connection with investigating
or defending any such Claim. Notwithstanding amyttio the contrary contained herein, the indemaifon agreement contained in this
Section 6(a): (i) shall not apply to a Claim argsmut of or based upon a Violation which occurseliance upon and in conformity with
information furnished in writing to the Company &yy Indemnified Person or underwriter for such mdéied Person expressly for use in
connection with the preparation of such RegistraStatement or any such amendment thereof or sueplethereto, if such prospectus was
timely made available by the Company pursuant ti&e 3(c) hereof; (ii) shall not apply to amouptsd in settlement of any Claim if such
settlement is effected without the prior writtemsent of the Company, which consent shall not veagonably withheld; and

(iii) with respect to any preliminary prospectusalt not inure to the benefit of any Indemnified$m if the untrue statement or omission of
material fact contained in the preliminary prospeatas corrected on a timely basis in the prospeasithen amended or supplemented, suct
corrected prospectus was timely made availablén&yCompany pursuant to Section 3(c) hereof, anthtfemnified Person was promptly
advised in writing not to use the incorrect prosps@rior to the use giving rise to a Violation anath Indemnified Person, notwithstanding
such advice, used it. Such indemnity shall remaifull force and effect regardless of any invest@amade by or on behalf of the
Indemnified Person and shall survive the transféhe Registrable Securities by the Investors pamsto Section 9.

b. In connection with any Registration Statemenwirich an Investor is participating, each such steeagrees severally and not jointly to
indemnify, hold harmless and defend, to the sanentxand in the same manner set forth in Sectiah @6fe Company, each of its directors,
each of its officers who signs the Registratiorte3teent, each person, if any, who controls the Caomppathin the meaning of the 1933 Act
the 1934 Act, any underwriter and any other shddeiiselling securities pursuant to the Registratatement or any of its directors or
officers or any person who controls such sharemadenderwriter within the meaning of the 1933 Acthe 1934 Act (collectively and
together with an Indemnified Person, an "IndemdifRarty"), against any Claim to which any of themyrbecome subject, under the 1933
Act, the 1934 Act or otherwise, insofar as suchir€@larises out of or is based upon any Violatiorsbgh Investor, in each case to the extent
(and only to the extent) that such Violation ocduareeliance upon and in conformity with writterfonrmation furnished to the Company by
such Investor expressly for use in connection witbh Registration Statement; and subject to

Section 6(c) such Investor will reimburse any legabther expenses (promptly as such expenses@raéd and are due and payable)
reasonably incurred by them in connection with stigating or defending any such Claim; provided,
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however, that the indemnity agreement containgtignSection 6(b) shall not apply to amounts paidéttlement of any Claim if such
settlement is effected without the prior writtemsent of such Investor, which consent shall nairireasonably withheld; provided, further,
however, that the Investor shall be liable undexr fgreement (including this Section 6(b) and Smtif) for only that amount as does not
exceed the net proceeds to such Investor as d oéshk sale of Registrable Securities pursuasutth Registration Statement. Such
indemnity shall remain in full force and effect agdless of any investigation made by or on beHadich Indemnified Party and shall survive
the transfer of the Registrable Securities by thvestors pursuant to Section 9. Notwithstandinghing to the contrary contained herein, the
indemnification agreement contained in this Secifiy) with respect to any preliminary prospectuslisiot inure to the benefit of any
Indemnified Party if the untrue statement or onaigsgif material fact contained in the preliminarggpectus was corrected on a timely basis
in the prospectus, as then amended or supplemented.

c. Promptly after receipt by an Indemnified Pereoindemnified Party under this Section 6 of noti€é¢he commencement of any action
(including any governmental action), such IndenagifPerson or Indemnified Party shall, if a Clainméapect thereof is to be made against
any indemnifying party under this Section 6, ddliteethe indemnifying party a written notice of tbemmencement thereof, and the
indemnifying party shall have the right to parteie in, and, to the extent the indemnifying padydssires, jointly with any other
indemnifying party similarly noticed, to assume tohof the defense thereof with counsel mutuadifisactory to the indemnifying party and
the Indemnified Person or the Indemnified Partythascase may be; provided, however, that an Ind@&drPerson or Indemnified Party sh
have the right to retain its own counsel with thesf and expenses to be paid by the indemnifyirty,pfrin the reasonable opinion of coun
retained by the indemnifying party, the represéamalby such counsel of the Indemnified Person demnified Party and the indemnifying
party would be inappropriate due to actual or pigédiffering interests between such Indemnifiestd®dn or Indemnified Party and any other
party represented by such counsel in such procgedire indemnifying party shall pay for only on@arate legal counsel for the Indemnif
Persons or the Indemnified Parties, as applicaleé ,such legal counsel shall be selected by Inkebtding a majority-in-interest of the
Registrable Securities included in the RegistraStatement to which the Claim relates (with therapal of a majority-in-interest of the

Initial Investors), if the Investors are entitledihdemnification hereunder, or the Company, if@mmnpany is entitled to indemnification
hereunder, as applicable. The failure to delivettam notice to the indemnifying party within a seaable time of the commencement of any
such action shall not relieve such indemnifyingtpaf any liability to the Indemnified Person odemnified Party under this Section 6,
except to the extent that the indemnifying partsatually prejudiced in its ability to defend suattion. The indemnification required by this
Section 6 shall be made by periodic payments o&theunt thereof during the course of the investgatr defense, as such expense, loss,
damage or liability is incurred and is due and |néga

7. CONTRIBUTION.

To the extent any indemnification by an indemnifyparty is prohibited or limited by law, the indeifying party agrees to make the
maximum contribution with respect to any amountsabich it would otherwise be liable under Sectéto the fullest extent permitted by
law; provided, however, that

(i) no contribution shall be made under circumstesn@here the maker would not have been liablendemnification under the fault stande
set forth in

Section 6, (ii) no seller of Registrable Securitiedity of fraudulent misrepresentation (within timeaning of Section 11(f) of the 1933 Act)
shall be entitled to contribution from any selléRegistrable Securities who was not guilty of séretudulent misrepresentation, and (iii)
contribution (together with any indemnificationather obligations under this Agreement) by anyeseaif Registrable Securities shall be
limited in amount to the net amount of proceedsirex by such seller from the sale of such Reditdr8ecurities.
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8. REPORTS UNDER THE 1934 ACT.

With a view to making available to the Investors tenefits of Rule 144 promulgated under the 19&3oAany other similar rule or
regulation of the SEC that may at any time perhstihvestors to sell securities of the Companyéopublic without registration ("Rule
144"), the Company agrees to:

a. make and keep public information available hase terms are understood and defined in Rule 144;

b. file with the SEC in a timely manner all repaated other documents required of the Company uth@et933 Act and the 1934 Act so long
as the Company remains subject to such requirenfiebising understood that nothing herein shalitliime Company's obligations under
Section 4(c) of the Securities Purchase Agreenamt)the filing of such reports and other documentsquired for the applicable provisions
of Rule 144; and

c. furnish to each Investor so long as such Investms Registrable Securities, promptly upon regj§sa written statement by the Company
that it has complied with the reporting requirensesitRule 144, the 1933 Act and the 1934 Act,gigopy of the most recent annual or
quarterly report of the Company and such othermsmmd documents so filed by the Company, angds{iich other information as may be
reasonably requested to permit the Investors t@eseh securities pursuant to Rule 144 withoutstegiion.

9. ASSIGNMENT OF REGISTRATION RIGHTS.

The rights under this Agreement shall be automiitieasignable by the Investors to any transfeffesdl@r any portion of Registrable
Securities if:

(i) the Investor agrees in writing with the transie or assignee to assign such rights, and a dogych agreement is furnished to the
Company within a reasonable time after such assign(ii) the Company is, within a reasonable tafter such transfer or assignment,
furnished with written notice of (a) the name addr@ss of such transferee or assignee, and (Isetheities with respect to which such
registration rights are being transferred or assign

(iii) following such transfer or assignment, thether disposition of such securities by the traredfeor assignee is restricted under the 1933
Act and applicable state securities laws, (iv)rdbt@fore the time the Company receives the writigiice contemplated by clause (ii) of this
sentence, the transferee or assignee agrees ingawith the Company to be bound by all of the smns contained herein, (v) such transfer
shall have been made in accordance with the afpdicaquirements of the Securities Purchase Agragraad (vi) such transferee shall be
"accredited investor" as that term defined in Rafé& of Regulation D promulgated under the 1933 Act.
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10. AMENDMENT OF REGISTRATION RIGHTS.

Provisions of this Agreement may be amended andlikervance thereof may be waived (either geneuvaliy a particular instance and eit
retroactively or prospectively), only with writt@mnsent of the Company, each of the Initial Inves{to the extent such Initial Investor still
owns Registrable Securities) and Investors who hatthjority interest of the Registrable Securitfasy amendment or waiver effected in
accordance with this Section 10 shall be bindingrnugach Investor and the Company.

11. MISCELLANEOUS.

a. A person or entity is deemed to be a holderagfiRRrable Securities whenever such person olyemtinhs of record such Registrable
Securities. If the Company receives conflictingrinstions, notices or elections from two or morespas or entities with respect to the same
Registrable Securities, the Company shall act tperbasis of instructions, notice or election reedifrom the registered owner of such
Registrable Securities.

b. Any notices required or permitted to be givedenthe terms hereof shall be sent by certifiecegistered mail (return receipt requested) or
delivered personally or by courier (including aaggized overnight delivery service) or by facsingled shall be effective five days after
being placed in the mail, if mailed by regular ditStates mail, or upon receipt, if delivered peadly or by courier (including a recognized
overnight delivery service) or by facsimile, in barase addressed to a party. The addresses focenohunications shall be:

If to the Company:

Cyberlux Corporation
4625 Creekstone Drive, Suite 100
Research Triangle Park
Durham, North Carolina 27703
Attention: Chief Executive Officer
Telephone: 919-474-9700
Facsimile: 919-474-9712

With a copy to:

Cyberlux Corporation
241 Lamplighter Lane
Marietta, Georgia 30067
Attention: John W. Ringo, Esq.
Telephone: 770-952-1904
Facsimile: 770-952-0894
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If to an Investor: to the address set forth immidjabelow such Investor's name on the signatugep#o the Securities Purchase Agreement.
With a copy to:

Ballard Spahr Andrews & Ingersoll, LLP 1735 Marl&tteet 51st Floor
Philadelphia, Pennsylvania 19103 Attention: GedalGuarcini, Esqg.

Telephone: 215-865-8625
Facsimile: 215-864-8999
Email: guarcini@ballardspahr.com

c. Failure of any party to exercise any right aneely under this Agreement or otherwise, or delag pwrty in exercising such right or
remedy, shall not operate as a waiver thereof.

d. THIS AGREEMENT SHALL BE ENFORCED, GOVERNED BY ANCONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF NEW YORK APPLICABLE TO AGREEMENTS MADE ANDO BE PERFORMED ENTIRELY WITHIN SUCH STATE,
WITHOUT REGARD TO THE PRINCIPLES OF CONFLICT OF LA® THE PARTIES HERETO HEREBY SUBMIT TO THE
EXCLUSIVE JURISDICTION OF THE UNITED STATES FEDERACOURTS LOCATED NEW YORK, NEW YORK WITH RESPECT
TO ANY DISPUTE ARISING UNDER THIS AGREEMENT, THE ABEEMENTS ENTERED INTO IN CONNECTION HEREWITH OR
THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY. BIH PARTIES IRREVOCABLY WAIVE THE DEFENSE OF Al
INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH SUIDR PROCEEDING. BOTH PARTIES FURTHER AGREE THAT
SERVICE OF PROCESS UPON A PARTY MAILED BY FIRST C55 MAIL SHALL BE DEEMED IN EVERY RESPECT EFFECTIVE
SERVICE OF PROCESS UPON THE PARTY IN ANY SUCH SWR PROCEEDING. NOTHING HEREIN SHALL AFFECT EITHER
PARTY'S RIGHT TO SERVE PROCESS IN ANY OTHER MANNBERERMITTED BY LAW. BOTH PARTIES AGREE THAT A FINAL
NON-APPEALABLE JUDGMENT IN ANY SUCH SUIT OR PROCEEDINGHALL BE CONCLUSIVE AND MAY BE ENFORCED IN
OTHER JURISDICTIONS BY SUIT ON SUCH JUDGMENT OR MNY OTHER LAWFUL MANNER. THE PARTY WHICH DOES
NOT PREVAIL IN ANY DISPUTE ARISING UNDER THIS AGREEENT SHALL BE RESPONSIBLE FOR ALL FEES ANI
EXPENSES, INCLUDING ATTORNEYS' FEES, INCURRED BY BPREVAILING PARTY IN CONNECTION WITH SUCH
DISPUTE.

e. In the event that any provision of this Agreetrigimvalid or unenforceable under any applicatt&tute or rule of law, then such provision
shall be deemed inoperative to the extent thatit nonflict therewith and shall be deemed modifeedonform with such statute or rule of
law. Any provision hereof which may prove invalidunenforceable under any law shall not affectlélity or enforceability of any other
provision hereof.
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f. This Agreement, the Notes, the Warrants andSteurities Purchase Agreement (including all sclesdand exhibits thereto) constitute the

entire agreement among the parties hereto witteoedp the subject matter hereof and thereof. Thereo restrictions, promises, warranties

or undertakings, other than those set forth orrrefkto herein and therein. This Agreement andSengurities Purchase Agreement supersede
all prior agreements and understandings amongahep hereto with respect to the subject mattezdfeand thereof.

g. Subject to the requirements of Section 9 hetbdf,Agreement shall be binding upon and inurthéobenefit of the parties and their
successors and assigns.

h. The headings in this Agreement are for convexgie reference only and shall not form part ofaffect the interpretation of, this
Agreement.

i. This Agreement may be executed in two or monenterparts, each of which shall be deemed an @ligiat all of which shall constitute o
and the same agreement and shall become effectiga vounterparts have been signed by each partgiedivéred to the other party. This
Agreement, once executed by a party, may be delivier the other party hereto by facsimile transimissf a copy of this Agreement bearing
the signature of the party so delivering this Agneet.

j. Each party shall do and perform, or cause tddree and performed, all such further acts and #hiagd shall execute and deliver all s
other agreements, certificates, instruments andrdeats, as the other party may reasonably requestéer to carry out the intent and
accomplish the purposes of this Agreement anddhswmmation of the transactions contemplated hereby

k. Except as otherwise provided herein, all corssantl other determinations to be made by the lakggursuant to this Agreement shall be
made by Investors holding a majority of the Regisle Securities, determined as if the all of théeNdhen outstanding have been converted
into for Registrable Securities.

I. The Company acknowledges that a breach byitsafbligations hereunder will cause irreparablerhto each Investor by vitiating the
intent and purpose of the transactions contemplageeby. Accordingly, the Company acknowledgesttimaremedy at law for breach of its
obligations under this Agreement will be inadequatd agrees, in the event of a breach or threatereaeth by the Company of any of the
provisions under this Agreement, that each Investatl be entitled, in addition to all other avhlearemedies in law or in equity, and in
addition to the penalties assessable herein, bojamction or injunctions restraining, preventingonring any breach of this Agreement and to
enforce specifically the terms and provisions hena@hout the necessity of showing economic lasd without any bond or other security
being required.

m. The language used in this Agreement will be dekto be the language chosen by the parties t@sgpineir mutual intent, and no rules of
strict construction will be applied against anytpar

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Company and the undersidngial Investors have caused this Agreement tdllg executed as of the date
first above written.

CYBERLUX CORPORATION

/'s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

AJW PARTNERS, LLC
By: SMS Group, LLC

/'s/ COREY S. RI BOTSKY

Corey S. Ribotsky
Manager

AJW OFFSHORE, LTD.
By: First Street Manager Il, LLC

/'s/ COREY S. RI BOTSKY

Corey S. Ribotsky
Manager

AJW QUALIFIED PARTNERS, LLC
By: AJW Manager, LLC

/'s/ COREY S. RI BOTSKY

Corey S. Ribotsky
Manager

NEW MILLENNIUM CAPITAL PARTNERS, II, LLC
By: First Street Manager Il, LLC

/'s/ COREY S. RI BOTSKY

Corey S. Ribotsky
Manager



Exhibit 4.11
SECURITY AGREEMENT

SECURITY AGREEMENT (this "Agreement”), dated asQxftober 24, 2004, by and among Cyberlux Corporatddevada corporation
("Company"), and the secured parties signatorytbexred their respective endorsees, transfereeassighs (collectively, the "Secured
Party").

WITNESSETH:

WHEREAS, pursuant to a Securities Purchase Agregrdated the date hereof, between Company andeber&d Party (the "Purchase
Agreement"), Company has agreed to issue to ther&e¢®arty and the Secured Party has agreed thamedrom Company certain of
Company's 10% Secured Convertible Notes, due taosyfeom the date of issue (the "Notes"), whichamevertible into shares of Compat
Common Stock, par value $.001 per share (the "Cam@tock"). In connection therewith, Company steslie the Secured Party certain
Common Stock purchase warrants (the "Warrants9); an

WHEREAS, in order to induce the Secured Party teclpase the Notes, Company has agreed to executdetiner to the Secured Party this
Agreement for the benefit of the Secured Partytargtant to it a first priority security interest ¢ertain property of Company to secure the
prompt payment, performance and discharge in fudlloof Company's obligations under the Notes arercise and discharge in full of
Company's obligations under the Warrants.

NOW, THEREFORE, in consideration of the agreembetgin contained and for other good and valualhsideration, the receipt al
sufficiency of which is hereby acknowledged, thetipa hereto hereby agree as follows:

1. Certain Definitions. As used in this Agreemehg following terms shall have the meanings sehfur this Section 1. Terms used but not
otherwise defined in this Agreement that are defimeArticle 9 of the UCC (such as "general intdngs" and "proceeds") shall have the
respective meanings given such terms in Articlé the UCC.

(a) "Collateral" means the collateral in which Secured Party is granted a security interest lsyAgreement and which shall include the
following, whether presently owned or existing erdafter acquired or coming into existence, anddditions and accessions thereto and all
substitutions and replacements thereof, and atlggds, products and accounts thereof, includingpowt limitation, all proceeds from the s
or transfer of the Collateral and of insurance ciogethe same and of any tort claims in connectimrewith:

(i) All Goods of the Company, including, withouritations, all machinery, equipment, computers,angthicles, trucks, tanks, boats, ships,
appliances, furniture, special and general tootyries, test and quality control devices and o#ggripment of every kind and nature and
wherever situated, together with all documentstlef &and documents representing the same, alliaddind accessions thereto, replacements
therefor, all parts therefor, and all substitutasany of the foregoing and all other items usedi @seful in connection with the Company's
businesses and all improvements thereto (colldgtilee "Equipment");

and



(i) All Inventory of the Company; and

(iii) All of the Company's contract rights and gesientangibles, including, without limitation, glartnership interests, stock or other
securities, licenses, distribution and other ages@s) computer software development rights, leds@as;hises, customer lists, quality control
procedures, grants and rights, goodwill, trademeasdrrice marks, trade styles, trade names, pafeatisnt applications, copyrights, deposit
accounts, and income tax refunds (collectively,"theneral Intangibles"); and

(iv) All Receivables of the Company including adburance proceeds, and rights to refunds or inderation whatsoever owing, together
with all instruments, all documents of title remegng any of the foregoing, all rights in any nfemdising, goods, equipment, motor vehi
and trucks which any of the same may representatimigyht, title, security and guaranties withpest to each Receivable, including any ri
of stoppage in transit; and

(v) All of the Company's documents, instruments elnatttel paper, files, records, books of accountjriess papers, computer programs and
the products and proceeds of all of the foregoinfiateral set forth in clauses
()-(iv) above.

(b) "Company" shall mean, collectively, Company afdf the subsidiaries of Company, a list of whis contained in Schedule A, attached
hereto.

(c) "Obligations" means all of the Company's oltigas under this Agreement and the Notes, in eask,ovhether now or hereafter existing,
voluntary or involuntary, direct or indirect, abgt@ or contingent, liquidated or unliquidated, wiegtor not jointly owed with others, and
whether or not from time to time decreased or gxtished and later decreased, created or incumeldgalbor any portion of such obligations
or liabilities that are paid, to the extent allamy part of such payment is avoided or recoveresttly or indirectly from the Secured Party ¢
preference, fraudulent transfer or otherwise ah sitigations may be amended, supplemented, cadjezktended or modified from time to
time.

(d) "UCC" means the Uniform Commercial Code, agentty in effect in the State of New York.

2. Grant of Security Interest. As an inducementliier Secured Party to purchase the Notes and tweste complete and timely payment,
performance and discharge in full, as the casebeayf all of the Obligations, the Company heralmgonditionally and irrevocably, pledg:
grants and hypothecates to the Secured Party tengimg security interest in, a continuing firgti upon, an unqualified right to possession
and disposition of and a right of set-off agaiitsgach case to the fullest extent permitted by Eiwf the Company's right, title and interest
of whatsoever kind and nature in and to the Caltdighe "Security Interest”).
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3. Representations, Warranties, Covenants and Agnets of the Company. The Company represents arrdntsito, and covenants and
agrees with, the Secured Party as follows:

(a) The Company has the requisite corporate pongraathority to enter into this Agreement and oth®e to carry out its obligations
thereunder. The execution, delivery and performéaycthe Company of this Agreement and the filingstemplated therein have been duly
authorized by all necessary action on the pati@@ompany and no further action is required byGbmpany. This Agreement constitutes a
legal, valid and binding obligation of the Compamforceable in accordance with its terms, excepinéarceability may be limited by
bankruptcy, insolvency, reorganization, moratorimnsimilar laws affecting the enforcement of credd rights generally.

(b) The Company represents and warrants that ihbgdace of business or offices where its respedidooks of account and records are kept
(other than temporarily at the offices of its atiys or accountants) or places where Collatestbi®d or located, except as set forth on
Schedule A attached hereto;

(c) The Company is the sole owner of the Collatératept for non-exclusive licenses granted byGbmpany in the ordinary course of
business), free and clear of any liens, securigrésts, encumbrances, rights or claims, and lis dwithorized to grant the Security Interest in
and to pledge the Collateral. There is not onifilany governmental or regulatory authority, ageacyecording office an effective financing
statement, security agreement, license or traesfany notice of any of the foregoing (other thianse that have been filed in favor of the
Secured Party pursuant to this Agreement) covenirgffecting any of the Collateral. So long as #higeement shall be in effect, the
Company shall not execute and shall not knowinglsnpt to be on file in any such office or agency anch financing statement or other
document or instrument (except to the extent fdledecorded in favor of the Secured Party purst@tite terms of this Agreement).

(d) No part of the Collateral has been judged igvai unenforceable. No written claim has beeniveckthat any Collateral or the Compar
use of any Collateral violates the rights of ariyctiparty. There has been no adverse decisionet@€timpany's claim of ownership rights ir
exclusive rights to use the Collateral in any jdig§on or to the Company's right to keep and naamsuch Collateral in full force and effect,
and there is no proceeding involving said rightsdaeg or, to the best knowledge of the Compangdtened before any court, judicial body,
administrative or regulatory agency, arbitratootiter governmental authority.

(e) The Company shall at all times maintain itskmof account and records relating to the Colltrés principal place of business and its
Collateral at the locations set forth on Schedukttached hereto and may not relocate such booksoofunt and records or tangible
Collateral unless it delivers to the Secured Patrtgast 30 days prior to such relocation (i) writhotice of such relocation and the new
location thereof (which must be within the Unitedt8s) and (ii) evidence that appropriate finanatagdements and other necessary
documents have been filed and recorded and otbes slave been taken to perfect the Security Inteyeseate in favor of the Secured Party
valid, perfected and continuing first priority leimn the Collateral.



(f) This Agreement creates in favor of the Seclady a valid security interest in the Collated&ring the payment and performance of the
Obligations and, upon making the filings describethe immediately following sentence, a perfediest priority security interest in such
Collateral. Except for the filing of financing statents on Form-1 under the UCC with the jurisditiondicated on Schedule B, attached
hereto, no authorization or approval of or filinglwor notice to any governmental authority or regry body is required either (i) for the
grant by the Company of, or the effectivenesstaf,$ecurity Interest granted hereby or for the etxea, delivery and performance of this
Agreement by the Company or (ii) for the perfectafror exercise by the Secured Party of its rigind remedies hereunder.

(9) On the date of execution of this Agreement,Gloenpany will deliver to the Secured Party one orarexecuted UCC financing stateme
on Form-1 with respect to the Security Interestfiforg with the jurisdictions indicated on Sched, attached hereto and in such other
jurisdictions as may be requested by the Securggt.

(h) The execution, delivery and performance of Agseement does not conflict with or cause a breaatefault, or an event that with or
without the passage of time or notice, shall ctutgtia breach or default, under any agreement tohwhe Company is a party or by which
the Company is bound. No consent (including, witHmuitation, from stock holders or creditors obtRompany) is required for the Comp:
to enter into and perform its obligations hereunder

(i) The Company shall at all times maintain the@$iend Security Interest provided for hereundefadid and perfected first priority liens and
security interests in the Collateral in favor of tBecured Party until this Agreement and the Steycintierest hereunder shall terminate
pursuant to

Section 11. The Company hereby agrees to defenshthe against any and all persons. The Companlssiieguard and protect all
Collateral for the account of the Secured Partythatrequest of the Secured Party, the Companysigifi and deliver to the Secured Party at
any time or from time to time one or more financgtgtements pursuant to the UCC (or any other eqigle statute) in form reasonably
satisfactory to the Secured Party and will paydbet of filing the same in all public offices wheee filing is, or is deemed by the Secured
Party to be, necessary or desirable to effectitesrand obligations provided for herein. Withbuortiting the generality of the foregoing, the
Company shall pay all fees, taxes and other amawgusssary to maintain the Collateral and the $gduterest hereunder, and the Comp
shall obtain and furnish to the Secured Party ftiome to time, upon demand, such releases and/@rdinations of claims and liens which
may be required to maintain the priority of the @@y Interest hereunder.

()) The Company will not transfer, pledge, hypotlitec encumber, license (except for non-exclusoenkes granted by the Company in the
ordinary course of business), sell or otherwispale of any of the Collateral without the priorttem consent of the Secured Party.
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(k) The Company shall keep and preserve its Equipnieventory and other tangible Collateral in g@umahdition, repair and order and shall
not operate or locate any such Collateral (or cémge operated or located) in any area excluded fnsurance coverage.

() The Company shall, within ten (10) days of ahitag knowledge thereof, advise the Secured Padynptly, in sufficient detail, of any
substantial change in the Collateral, and of treuoence of any event which would have a matedaksse effect on the value of the
Collateral or on the Secured Party's security @getherein.

(m) The Company shall promptly execute and delieghe Secured Party such further deeds, mortgagegnments, security agreements,
financing statements or other instruments, docusyeettificates and assurances and take such fuathien as the Secured Party may from
time to time request and may in its sole discretleam necessary to perfect, protect or enforceitarity interest in the Collateral including,
without limitation, the execution and delivery ofeparate security agreement with respect to timep@oy's intellectual property ("Intellect
Property Security Agreement”) in which the Securady has been granted a security interest hereuswlestantially in a form acceptable to
the Secured Party, which Intellectual Property Sgchgreement, other than as stated therein, dfeflubject to all of the terms and
conditions hereof.

(n) The Company shall permit the Secured Partyitsnepresentatives and agents to inspect the t€ddlaat any time, and to make copies of
records pertaining to the Collateral as may beestad by the Secured Party from time to time.

(o) The Company will take all steps reasonably ssagy to diligently pursue and seek to preservierem and collect any rights, claims,
causes of action and accounts receivable in regp¢ioe Collateral.

(p) The Company shall promptly notify the Securedtyin sufficient detail upon becoming aware oy attachment, garnishment, execution
or other legal process levied against any Collaterd of any other information received by the Campthat may materially affect the value
of the Collateral, the Security Interest or théntigand remedies of the Secured Party hereunder.

(g) All information heretofore, herein or hereafteipplied to the Secured Party by or on behalfief@ompany with respect to the Collateral
is accurate and complete in all material respexts ¢he date furnished.

(r) Schedule A attached hereto contains a listlaffahe subsidiaries of Company.
4. Defaults. The following events shall be "Evesft®efault":
(&) The occurrence of an Event of Default (as @efim the Notes) under the Notes;
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(b) Any representation or warranty of the Companthis Agreement or in the Intellectual Propertg8&y Agreement shall prove to have
been incorrect in any material respect when made;

(c) The failure by the Company to observe or penfany of its obligations hereunder or in the Irtetlial Property Security Agreement for
ten
(10) days after receipt by the Company of noticseufh failure from the Secured Party; and

(d) Any breach of, or default under, the Warrants.

5. Duty To Hold In Trust. Upon the occurrence of &vent of Default and at any time thereafter, @enpany shall, upon receipt by it of any
revenue, income or other sums subject to the Sgdaterest, whether payable pursuant to the Notextherwise, or of any check, draft, note,
trade acceptance or other instrument evidencingoéigation to pay any such sum, hold the sameust tior the Secured Party and shall

forthwith endorse and transfer any such sums animents, or both, to the Secured Party for appdinato the satisfaction of the Obligations.

6. Rights and Remedies Upon Default. Upon occug@af@ny Event of Default and at any time thereaftee Secured Party shall have the
right to exercise all of the remedies conferrecebhader and under the Notes, and the Secured Peaityhave all the rights and remedies of a
secured party under the UCC and/or any other agdggdaw (including the Uniform Commercial Codeaoly jurisdiction in which any
Collateral is then located). Without limitationgetiSecured Party shall have the following rights powers:

(a) The Secured Party shall have the right to padesession of the Collateral and, for that purpesger, with the aid and assistance of any
person, any premises where the Collateral, or antytpereof, is or may be placed and remove theesand the Company shall assemble the
Collateral and make it available to the SecuredyRarplaces which the Secured Party shall readgpsatect, whether at the Company's
premises or elsewhere, and make available to tber&e Party, without rent, all of the Company'pessive premises and facilities for the
purpose of the Secured Party taking possessiaermfyving or putting the Collateral in saleable @pdsable form.

(b) The Secured Party shall have the right to dpdtee business of the Company using the Collaterdishall have the right to assign, sell,
lease or otherwise dispose of and deliver all grart of the Collateral, at public or private sateotherwise, either with or without special
conditions or stipulations, for cash or on credifar future delivery, in such parcel or parcelsl @t such time or times and at such place or
places, and upon such terms and conditions aseit@r&l Party may deem commercially reasonablejidbut (except as shall be required
by applicable statute and cannot be waived) adbertent or demand upon or notice to the Companigltr of redemption of the Company,
which are hereby expressly waived. Upon each saleh kase, assignment or other transfer of Cotlatthe Secured Party may, unless
prohibited by applicable law which cannot be waivearchase all or any part of the Collateral beiolgl, free from and discharged of all
trusts, claims, right of redemption and equitieshef Company, which are hereby waived and released.
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7. Applications of Proceeds. The proceeds of ach sale, lease or other disposition of the Coltdteereunder shall be applied first, to the
expenses of retaking, holding, storing, procesaimg)preparing for sale, selling, and the like (mdahg, without limitation, any taxes, fees and
other costs incurred in connection therewith) ef @ollateral, to the reasonable attorneys' feesapdnses incurred by the Secured Party in
enforcing its rights hereunder and in connectiothwollecting, storing and disposing of the Coltateand then to satisfaction of the
Obligations, and to the payment of any other an®tequired by applicable law, after which the Sedurarty shall pay to the Company any
surplus proceeds. If, upon the sale, license @radisposition of the Collateral, the proceedsedbéare insufficient to pay all amounts to
which the Secured Party is legally entitled, thenpany will be liable for the deficiency, togetheitiwinterest thereon, at the rate of 15% per
annum (the "Default Rate"), and the reasonabledéasy attorneys employed by the Secured Partpllect such deficiency. To the extent
permitted by applicable law, the Company waiveslaiims, damages and demands against the SecutgdaRsing out of the repossession,
removal, retention or sale of the Collateral, uslése to the gross negligence or willful miscondfdhe Secured Party.

8. Costs and Expenses. The Company agrees tolpayt-alf-pocket fees, costs and expenses incurredmnection with any filing required
hereunder, including without limitation, any finamg statements, continuation statements, partiehses and/or termination statements
related thereto or any expenses of any searchssnally required by the Secured Party. The Comphal also pay all other claims and
charges which in the reasonable opinion of the ecBarty might prejudice, imperil or otherwiseeatfthe Collateral or the Security Interest
therein. The Company will also, upon demand, papéoSecured Party the amount of any and all redderexpenses, including the
reasonable fees and expenses of its counsel anty@&xperts and agents, which the Secured Partyimoayin connection with (i) the
enforcement of this Agreement, (ii) the custody@servation of, or the sale of, collection frompther realization upon, any of the
Collateral, or (iii) the exercise or enforcementay of the rights of the Secured Party under thgesl Until so paid, any fees payable
hereunder shall be added to the principal amoutiteNotes and shall bear interest at the Defaatk R

9. Responsibility for Collateral. The Company asearall liabilities and responsibility in connectiaith all Collateral, and the obligations of
the Company hereunder or under the Notes and threa¥Ma shall in no way be affected or diminisheddnson of the loss, destruction,
damage or theft of any of the Collateral or itsvaikbility for any reason.

10. Security Interest Absolute. All rights of thecired Party and all Obligations of the Compangtieder, shall be absolute and
unconditional, irrespective of: (a) any lack ofidél or enforceability of this Agreement, the Nst¢he Warrants or any agreement entered
into in connection with the foregoing, or any portihereof or thereof; (b) any change in the timanner or place of payment or performance
of, or in any other term of, all or any of the Qfaltions, or any other amendment or waiver of or@mnsent to any departure from the Notes,
the Warrants or any other agreement entered intorimection with the foregoing; (c) any exchangéease or nonperfection of any of the
Collateral, or any release or amendment or waifer consent to departure from any other collatByglor any guaranty, or any other
security, for all or any of the Obligations; (d)yaaction by the Secured Party to obtain, adjustiesend cancel in its sole discretion any
insurance claims or matters made or arising in eotion with the Collateral; or (e) any other cir@atance which might otherwise constitute
any legal or equitable defense available to the oy, or a discharge of all or any part of the &gcinterest granted hereby. Until the
Obligations shall have been paid and performedilinthe rights of the Secured Party shall contiruen if the Obligations are barred for any
reason, including, without limitation, the runniafithe statute of limitations or bankruptcy. Then@any expressly waives presentment,
protest, notice of protest, demand, notice of ngnpt and demand for performance. In the eventahahy time any transfer of any
Collateral or any payment received by the Secuartyereunder shall be deemed by final orderafuat of competent jurisdiction to have
been a voidable preference or fraudulent conveyander the bankruptcy or insolvency laws of thetethiStates, or shall be deemed to be
otherwise due to any party other than the Secuagty Rhen, in any such event, the Company's ofitiga hereunder shall survive
cancellation of this Agreement, and shall not kselirged or satisfied by any prior payment theaeadfor cancellation of this Agreement,
shall remain a valid and binding obligation enfaigle in accordance with the terms and provisiomedfeThe Company waives all right to
require the Secured Party to proceed against dm@y person or to apply any Collateral which theused Party may hold at any time, or to
marshal assets, or to pursue any other remedyCohegany waives any defense arising by reason dithécation of the statute of
limitations to any obligation secured hereby.



11. Term of Agreement. This Agreement and the Sgciinterest shall terminate on the date on whiltipayments under the Notes have been
made in full and all other Obligations have beeid pa discharged. Upon such termination, the Settarty, at the request and at the exp

of the Company, will join in executing any termiiagit statement with respect to any financing statérerecuted and filed pursuant to this
Agreement.

12. Power of Attorney; Further Assurances.

(a) The Company authorizes the Secured Party, aesl ldereby make, constitute and appoint it, anégjsective officers, agents, successors
or assigns with full power of substitution, as @@mpany's true and lawful attorney-in-fact, wittwgo, in its own name or in the name of the
Company, to, after the occurrence and during tmirmaeance of an Event of Default, (i) endorse aotes, checks, drafts, money orders, or
other instruments of payment (including paymentgapée under or in respect of any policy of insugrin respect of the Collateral that may
come into possession of the Secured Party;

(i) to sign and endorse any UCC financing statenoemny invoice, freight or express bill, bill lafding, storage or warehouse receipts, drafts
against debtors, assignments, verifications anide®tn connection with accounts, and other docusnestating to the Collateral; (iii) to pay
or discharge taxes, liens, security interests loeroéncumbrances at any time levied or placed dhreatened against the Collateral; (iv) to
demand, collect, receipt for, compromise, settk sure for monies due in respect of the Collatenadt (v) generally, to do, at the option of the
Secured Party, and at the Company's expense, ditragyor from time to time, all acts and thingsieththe Secured Party deems necessa
protect, preserve and realize upon the Collaterdithe Security Interest granted therein in ordesftect the intent of this Agreement, the
Notes and the Warrants, all as fully and effecyual the Company might or could do; and the Compengby ratifies all that said attorn
shall lawfully do or cause to be done by virtuedwér This power of attorney is coupled with an iet and shall be irrevocable for the terr
this Agreement and thereafter as long as any obtiigations shall be outstanding.
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(b) On a continuing basis, the Company will makeosite, acknowledge, deliver, file and record hesdase may be, in the proper filing and
recording places in any jurisdiction, includingthdgut limitation, the jurisdictions indicated onigdule B, attached hereto, all such
instruments, and take all such action as may reddpihe deemed necessary or advisable, or as @dagaequested by the Secured Party, to
perfect the Security Interest granted hereunderoémelwise to carry out the intent and purposekisfAgreement, or for assuring and
confirming to the Secured Party the grant or péidacof a security interest in all the Collateral.

(c) The Company hereby irrevocably appoints thaiBetParty as the Company's attorney-in-fact, withauthority in the place and stead of
the Company and in the name of the Company, from tb time in the Secured Party's discretion, ke &ny action and to execute any
instrument which the Secured Party may deem negessadvisable to accomplish the purposes ofAlgiseement, including the filing, in its
sole discretion, of one or more financing or camdition statements and amendments thereto, retatiamy of the Collateral without the
signature of the Company where permitted by law.

13. Notices. All notices, requests, demands andrabmmunications hereunder shall be in writinghwpies to all the other parties hereto,
and shall be deemed to have been duly given whdéndglivered by hand, upon receipt, (i) if sdayt facsimile, upon receipt of proof of

sending thereof,

(i) if sent by nationally recognized overnightlidery service (receipt requested), the next bussrday or (iv) if mailed by first-class
registered or certified mail, return receipt reqadspostage prepaid, four days after postingenuts. mails, in each case if delivered to the

following addresses:

If to the Company:

With a copy to:

Facsimile: 770-952-0894

Cyberlux Corpora
4625 Creekstone
Research Triangl
Durham, North Ca
Attention: Chie
Telephone: 919-
Facsimile: 919

Cyberlux Corpora
241 Lamplighter
Marietta, Georgi
Attention: John
Telephone: 770-

tion

Drive, Suite 100

e Park

rolina 27703

f Executive Officer
474-9700
-474-9712

tion

Lane

a 30067

W. Ringo, Esq.
952-1904



If to the Secured Party: AJW Partners, LL C

AJW Offshore, Lt d.
AJW Qualified Pa rtners, LLC
New Millennium C apital Partners II, LLC
1044 Northern Bo ulevard
Suite 302
Roslyn, New York 11576
Attention: Core y Ribotsky
Facsimile: 516- 739-7115

With a copy to: Ballard Spahr An drews & Ingersoll, LLP
1735 Market Stre et, 51st Floor
Philadelphia, Pe nnsylvania 19103
Attention: Gera Id J. Guarcini, Esq.
Facsimile: 215- 864-8999

14. Other Security. To the extent that the Oblmaiare now or hereafter secured by property dittzer the Collateral or by the guarantee,
endorsement or property of any other person, fawnporation or other entity, then the Secured Psirgll have the right, in its sole discretion,
to pursue, relinquish, subordinate, modify or takg other action with respect thereto, withoutny away modifying or affecting any of the
Secured Party's rights and remedies hereunder.

15. Miscellaneous.

(@) No course of dealing between the Company am&#tured Party, nor any failure to exercise, ngrdelay in exercising, on the part of
Secured Party, any right, power or privilege hedmuror under the Notes shall operate as a waiegedifi; nor shall any single or partial
exercise of any right, power or privilege hereunalethereunder preclude any other or further egertliereof or the exercise of any other
right, power or privilege.

(b) All of the rights and remedies of the Securadywith respect to the Collateral, whether esshisld hereby or by the Notes or by any
other agreements, instruments or documents onbglall be cumulative and may be exercised singlyoacurrently.

(c) This Agreement constitutes the entire agreeroktite parties with respect to the subject matezeof and is intended to supersede all |
negotiations, understandings and agreements vagiect thereto. Except as specifically set fortthisa Agreement, no provision of this
Agreement may be modified or amended except byittewragreement specifically referring to this Agmeent and signed by the parties
hereto.

(d) In the event that any provision of this Agreeinis held to be invalid, prohibited or unenforclealn any jurisdiction for any reason, unless
such provision is narrowed by judicial constructitms Agreement shall, as to such jurisdictiongcbastrued as if such invalid, prohibited or
unenforceable provision had been more narrowly drewvas not to be invalid, prohibited or unenfobdealf, notwithstanding the foregoing,
any provision of this Agreement is held to be imgbrohibited or unenforceable in any jurisdictiench provision, as to such jurisdiction,
shall be ineffective to the extent of such invalidprohibition or unenforceability without invakting the remaining portion of such provision
or the other provisions of this Agreement and witheffecting the validity or enforceability of suphovision or the other provisions of this
Agreement in any other jurisdiction.
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(e) No waiver of any breach or default or any rightler this Agreement shall be considered valiéssin writing and signed by the party
giving such waiver, and no such waiver shall bente a waiver of any subsequent breach or defauiglot, whether of the same or similar
nature or otherwise.

(f) This Agreement shall be binding upon and intaréhe benefit of each party hereto and its sucecesand assigns.

(9) Each party shall take such further action aretete and deliver such further documents as mayebessary or appropriate in order to
carry out the provisions and purposes of this Agremt.

(h) This Agreement shall be construed in accordavittethe laws of the State of New York, excepttte extent the validity, perfection or
enforcement of a security interest hereunder ipaetsof any particular Collateral which are goverbg a jurisdiction other than the State of
New York in which case such law shall govern. Eaftthe parties hereto irrevocably submit to thel@sige jurisdiction of any New Yor
State or United States Federal court sitting in Mdtan county over any action or proceeding arisungof or relating to this Agreement, and
the parties hereto hereby irrevocably agree thataims in respect of such action or proceeding b&heard and determined in such New
York State or Federal court. The parties hereteaghat a final judgment in any such action or eedling shall be conclusive and may be
enforced in other jurisdictions by suit on the jodnt or in any other manner provided by law. Theigahereto further waive any objection
to venue in the State of New York and any objectaman action or proceeding in the State of NewkYar the basis of forum non convenie

(i) EACH PARTY HERETO HEREBY AGREES TO WAIVE ITS RIPECTIVE RIGHTS TO A JURY TRIAL OF ANY CLAIM OR
CAUSE OF ACTION BASED UPON OR ARISING OUT OF THISGREEMENT. THE SCOPE OF THIS WAIVER IS INTENDED TO
BE ALL ENCOMPASSING OF ANY DISPUTES THAT MAY BE FIED IN ANY COURT AND THAT RELATE TO THE SUBJECT
MATER OF THIS AGREEMENT, INCLUDING WITHOUT LIMITATION CONTRACT CLAIMS, TORT CLAIMS, BREACH OF DUTY
CLAIMS AND ALL OTHER COMMON LAW AND STATUTORY CLAIMS. EACH PARTY HERETO ACKNOWLEDGES THAT THIS
WAIVER IS A MATERIAL INDUCEMENT FOR EACH PARTY TO BNTER INTO A BUSINESS RELATIONSHIP, THAT EACH
PARTY HAS ALREADY RELIED ON THIS WAIVER IN ENTERINGINTO THIS AGREEMENT AND THAT EACH PARTY WILL
CONTINUE TO RELY ON THIS WAIVER IN THEIR RELATED FOURE DEALINGS. EACH PARTY FURTHER WARRANTS AND
REPRESENTS THAT IT HAS REVIEWED THIS WAIVER WITH I§ LEGAL COUNSEL, AND THAT SUCH PARTY HAS
KNOWINGLY AND VOLUNTARILY WAIVES ITS RIGHTS TO A JURY TRIAL FOLLOWING SUCH CONSULTATION. THIS
WAIVER IS IRREVOCABLE, MEANING THAT, NOTWITHSTANDING ANYTHING HEREIN TO THE CONTRARY, IT MAY NOT
BE MODIFIED EITHER ORALLY OR IN WRITING, AND THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS,
RENEWALS AND SUPPLEMENTS OR MODIFICATIONS TO THIS@GREEMENT. IN THE EVENT OF A LITIGATION, THIS
AGREEMENT MAY BE FILED AS A WRITTEN CONSENT TO A TRAL BY THE COURT.

11



() This Agreement may be executed in any numb@&oaohterparts, each of which when so executed braleemed to be an original and, all
of which taken together shall constitute one amdsdime Agreement. In the event that any signaguielivered by facsimile transmission,
such signature shall create a valid binding obiigaof the party executing (or on whose behalf ssighature is executed) the same with the

same force and effect as if such facsimile sigreatere the original thereof.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have catisisdSecurity Agreement to be duly executed orddneand year first above written.
CYBERLUX CORPORATION

By: /s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

AJW PARTNERS, LLC
By: SMS Group, LLC

By: /s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager

AJW OFFSHORE, LTD.
By: First Street Manager II, LLC

By: /s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager

AJW QUALIFIED PARTNERS, LLC
By: AJW Manager, LLC

By: /s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager

NEW MILLENNIUM CAPITAL PARTNERS II, LLC.
By: First Street Manager II, LLC

By: [/s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager



Exhibit 4.12
INTELLECTUAL PROPERTY SECURITY AGREEMENT

INTELLECTUAL PROPERTY SECURITY AGREEMENT (this "Agement" dated as of October 24, 2005, by and ar@gbgriux
Corporation, a Nevada corporation (the "Comparsfiy] the secured parties signatory hereto andrsgective endorsees, transferees and
assigns (collectively, the "Secured Party").

WITNESSETH:

WHEREAS, pursuant to a Securities Purchase Agregrdated the date hereof, between Company andetber&d Party (the "Purchase
Agreement"), Company has agreed to issue to ther&e¢®arty and the Secured Party has agreed thamegdrom Company certain of
Company's 10% Secured Convertible Notes, due ffears from the date of issue (the "Notes"), whighanvertible into shares of
Company's Common Stock, par value $.001 per sktz@e'Common Stock"). In connection therewith, Compahall issue the Secured Party
certain Common Stock purchase warrants (the "Wes'farand

WHEREAS, in order to induce the Secured Party teclpase the Notes, Company has agreed to executdetiner to the Secured Party this
Agreement for the benefit of the Secured Partytargtant to it a first priority security interest ¢ertain Intellectual Property (defined below)
of Company to secure the prompt payment, performand discharge in full of all of Company's obligas under the Notes and exercise
discharge in full of Company's obligations under Warrants; and

NOW, THEREFORE, in consideration of the agreembetgin contained and for other good and valualhsideration, the receipt al
sufficiency of which is hereby acknowledged, thetipa hereto hereby agree as follows:

1. Defined Terms. Unless otherwise defined hetterms which are defined in the Purchase Agreemmhtiaed herein are so used as so
defined; and the following terms shall have théofwing meanings:

"Software Intellectual Property" shall mean:

(a) all software programs (including all source €oabject code and all related applications and filas), whether now owned, upgraded,
enhanced, licensed or leased or hereafter acqoyrétte Company, above;

(b) all computers and electronic data processimgvare and firmware associated therewith;

(c) all documentation (including flow charts, logi@grams, manuals, guides and specifications) rggpect to such software, hardware and
firmware described in the preceding clauses (a)(ajycand



(d) all rights with respect to all of the foregojnigcluding, without limitation, any and all upges] modifications, copyrights, licenses,
options, warranties, service contracts, programices, test rights, maintenance rights, suppohtsigmprovement rights, renewal rights and
indemnifications and substitutions, replacemerdditens, or model conversions of any of the foiago

"Copyrights” shall mean (a) all copyrights, regisibns and applications for registration, issuefiled, including any reissues, extensions or
renewals thereof, by or with the United States Cigiy Office or any similar office or agency of thaited States, any state thereof, or any
other country or political subdivision thereof,atherwise, including, all rights in and to the mietkeconstituting the subject matter thereof,
including, without limitation, any referred to irclgedule B hereto, and (b) any rights in any madterch is copyrightable or which is
protected by common law, United States copyrigivslar similar laws or any law of any State, inchgliwithout limitation, any thereof
referred to in Schedule B hereto.

"Copyright License" shall mean any agreement, amitbr oral, providing for a grant by the Companyy right in any Copyright, including,
without limitation, any thereof referred to in Sciuée B hereto.

"Intellectual Property" shall means, collectivellye Software Intellectual Property, Copyrights, @ight Licenses, Patents, Patent Licenses,
Trademarks, Trademark Licenses and Trade Secrets.

"Obligations" means all of the Company's obligasiamder this Agreement and the Notes, in each edsther now or hereafter existing,
voluntary or involuntary, direct or indirect, abgta or contingent, liquidated or unliquidated, wiegtor not jointly owed with others, and
whether or not from time to time decreased or gxtished and later decreased, created or incumedalhor any portion of such obligations
or liabilities that are paid, to the extent allamy part of such payment is avoided or recoveregtty or indirectly from the Secured Party ¢
preference, fraudulent transfer or otherwise ah sitigations may be amended, supplemented, cadsezktended or modified from time to
time.

"Patents" shall mean (a) all letters patent oflhéed States or any other country or any politsabdivision thereof, and all reissues and
extensions thereof, including, without limitatiany thereof referred to in Schedule B hereto, a)@l{ applications for letters patent of the
United States and all divisions, continuations emtinuations-in-part thereof or any other coumrany political subdivision, including,
without limitation, any thereof referred to in Sciuée B hereto.

"Patent License" shall mean all agreements, whethitten or oral, providing for the grant by ther@pany of any right to manufacture, usi
sell any invention covered by a Patent, includimighout limitation, any thereof referred to in Sciée B hereto.

"Security Agreement" shall mean the Security Agreetndated the date hereof between Company arfsettiered Party.
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"Trademarks" shall mean (a) all trademarks, treatees, corporate names, company names, business,rfatigous business names, trade
styles, service marks, logos and other source sinbss identifiers, and the goodwill associatedetiih, now existing or hereafter adoptet
acquired, all registrations and recordings theraodl all applications in connection therewith, wieetin the United States Patent and
Trademark Office or in any similar office or agerafyithe United States, any state thereof or angratbuntry or any political subdivision
thereof, or otherwise, including, without limitaticany thereof referred to in Schedule B heretd, (& all reissues, extensions or renewals
thereof.

"Trademark License" shall mean any agreement,ewitr oral, providing for the grant by the Companhwny right to use any Trademark,
including, without limitation, any thereof referréalin Schedule B hereto.

"Trade Secrets" shall mean common law and statttade secrets and all other confidential or petary or useful information and all know-
how obtained by or used in or contemplated at amg for use in the business of the Company (athefforegoing being collectively called a
"Trade Secret"), whether or not such Trade Se@gtieen reduced to a writing or other tangible foneluding all documents and things
embodying, incorporating or referring in any waysteh Trade Secret, all Trade Secret licensesjdir each Trade Secret license referred
to in Schedule B hereto, and including the righéde for and to enjoin and to collect damagesheractual or threatened misappropriation of
any Trade Secret and for the breach or enforcenfearty such Trade Secret license.

2. Grant of Security Interest. In accordance wigti®n 3(m) of the Security Agreement, to secueedbmplete and timely payment,
performance and discharge in full, as the casehlmeaypf all of the Obligations, the Company heramgonditionally and irrevocably, pledg:
grants and hypothecates to the Secured Party,tengimg security interest in, a continuing firstri upon, an unqualified right to possession
and disposition of and a right of set-off agaimsigach case to the fullest extent permitted by, Eiwof the Company's right, title and interest
of whatsoever kind and nature in and to the Intélial Property (the "Security Interest").

3. Representations and Warranties. The Companpheepresents and warrants, and covenants andsagite the Secured Party as folloy

(a) The Company has the requisite corporate ponerathority to enter into this Agreement and otlige to carry out its obligations
thereunder. The execution, delivery and performéayctne Company of this Agreement and the filingstemplated therein have been duly
authorized by all necessary action on the pati@@ompany and no further action is required byGbmpany. This Agreement constitutes a
legal, valid and binding obligation of the Compamforceable in accordance with its terms, excepinéarceability may be limited by
bankruptcy, insolvency, reorganization, moratorinsimilar laws affecting the enforcement of creds rights generally.

(b) The Company represents and warrants that ihbgdace of business or offices where its respedidooks of account and records are kept
(other than temporarily at the offices of its atkys or accountants) or places where the Inteté&roperty is stored or located, except as set
forth on Schedule A attached hereto;



(c) The Company is the sole owner of the IntellatRroperty (except for non-exclusive licenses gaiy the Company in the ordinary
course of business), free and clear of any lieeyrity interests, encumbrances, rights or claang, is fully authorized to grant the Security
Interest in and to pledge the Intellectual Propertyere is not on file in any governmental or regaty authority, agency or recording office
an effective financing statement, security agreg¢mieense or transfer or any notice of any offiliegoing (other than those that have been
filed in favor of the Secured Party pursuant te thgreement) covering or affecting any of the lieietlial Property. So long as this Agreen
shall be in effect, the Company shall not execatkshall not knowingly permit to be on file in asiych office or agency any such financing
statement or other document or instrument (exeetita extent filed or recorded in favor of the SeduParty pursuant to the terms of this
Agreement), except for a financing statement congaissets acquired by the Company after the datefh@rovided that the value of the
Intellectual Property covered by this Agreemennhglwith the Collateral (as defined in the Seculigreement) is equal to at least 150% of
the Obligations.

(d) The Company shall at all times maintain its ksof account and records relating to the InteliacProperty at its principal place of
business and its Intellectual Property at the lonatset forth on Schedule A attached hereto andmaarelocate such books of account and
records unless it delivers to the Secured Patgaat 30 days prior to such relocation (i) writtertice of such relocation and the new location
thereof (which must be within the United Stateg) éi) evidence that the necessary documents haga filed and recorded and other steps
have been taken to perfect the Security Interestdate in favor of the Secured Party valid, peeg@@nd continuing first priority liens in the
Intellectual Property to the extent they can bégmed through such filings.

(e) This Agreement creates in favor of the Sectrady a valid security interest in the IntellectBabperty securing the payment and
performance of the Obligations and, upon makinditmgs required hereunder, a perfected first ptyosecurity interest in such Intellectual
Property to the extent that it can be perfectedutn such filings.

(f) Upon request of the Secured Party, the Comshiayl execute and deliver any and all agreemamsuiments, documents, and papers as
the Secured Party may request to evidence the &b&arty's security interest in the Intellectuagerty and the goodwill and general
intangibles of the Company relating thereto or espnted thereby, and the Company hereby appomSdbured Party its attorney-in-fact to
execute and file all such writings for the foregppurposes, all acts of such attorney being heratifjed and confirmed; such power being
coupled with an interest is irrevocable until thieli@ations have been fully satisfied and are paifill.

(9) The execution, delivery and performance of Agseement does not conflict with or cause a breaatefault, or an event that with or
without the passage of time or notice, shall coutgtia breach or default, under any agreement tohwhe Company is a party or by which
the Company is bound. No consent (including, withimnitation, from stock holders or creditors okt@ompany) is required for the Compi
to enter into and perform its obligations hereunder



(h) The Company shall at all times maintain thadiand Security Interest provided for hereundefasid and perfected first priority liens and
security interests in the Intellectual Propertyite extent they can be perfected by filing in fawbthe Secured Party until this Agreement and
the Security Interest hereunder shall terminatsymnt to Section 11. The Company hereby agreesfémd the same against any and all
persons. The Company shall safeguard and profdotellectual Property for the account of the SecuParty. Without limiting the general

of the foregoing, the Company shall pay all feases and other amounts necessary to maintain tbkéebtual Property and the Security
Interest hereunder, and the Company shall obtairfumish to the Secured Party from time to tinfgorudemand, such releases and/or
subordinations of claims and liens which may besiregl to maintain the priority of the Security Irgst hereunder.

() The Company will not transfer, pledge, hypothites encumber, license (except for non-exclusoenkes granted by the Company in the
ordinary course of business), sell or otherwispalie of any of the Intellectual Property withowd firior written consent of the Secured P«

()) The Company shall, within ten (10) days of ahitag knowledge thereof, advise the Secured Padynptly, in sufficient detail, of any
substantial change in the Intellectual Property, @fithe occurrence of any event which would hawesterial adverse effect on the value of
the Intellectual Property or on the Secured Pasgtairity interest therein.

(k) The Company shall permit the Secured Partyitsnegpresentatives and agents to inspect thddntahl Property at any time, and to make
copies of records pertaining to the Intellectuag@rty as may be requested by the Secured Panytinee to time.

() The Company will take all steps reasonably seaey to diligently pursue and seek to presenferes and collect any rights, claims,
causes of action and accounts receivable in regpéiee Intellectual Property.

(m) The Company shall promptly notify the SecuredtyPin sufficient detail upon becoming aware oy attachment, garnishment, execution
or other legal process levied against any Intali@ldProperty and of any other information receilsgdhe Company that may materially affect
the value of the Intellectual Property, the Seguriterest or the rights and remedies of the SetBaaty hereunder.

(n) All information heretofore, herein or hereafteipplied to the Secured Party by or on behalfief@ompany with respect to the Intellectual
Property is accurate and complete in all mateegpects as of the date furnished.

(0) Schedule A attached hereto contains a listl affdhe subsidiaries of Company.
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(p) Schedule B attached hereto includes all Licenaed all Patents and Patent Licenses, if anyedvay the Company in its own name as of
the date hereof. Schedule B hereto includes alldiraarks and Trademark Licenses, if any, owned &Cibmpany in its own name as of the
date hereof. Schedule B hereto includes all Copysignd Copyright Licenses, if any, owned by then@any in its own name as of the date
hereof. Schedule B hereto includes all Trade Seemad Trade Secret Licenses, if any, owned by tiregany as of the date hereof. To the
best of the Company's knowledge, each LicensenPatedemark, Copyright and Trade Secret is validhsisting, unexpired, enforceable
and has not been abandoned. Except as set fdsthiedule B, none of such Licenses, Patents, Tratep@opyrights and Trade Secrets is
the subject of any licensing or franchise agreenmemthe best of the Company's knowledge, no hgldiecision or judgment has been
rendered by any Governmental Body which would liméncel or question the validity of any Licensatdnt, Trademark, Copyright and
Trade Secrets . No action or proceeding is pen(jregeking to limit, cancel or question the valddf any License, Patent, Trademark,
Copyright or Trade Secret, or (ii) which, if adwagsdetermined, would have a material adverse effe¢he value of any License, Patent,
Trademark, Copyright or Trade Secret. The Compasyused and will continue to use for the duratibtiis Agreement, proper statutory
notice in connection with its use of the Patentadémarks and Copyrights and consistent stand&ugisadity in products leased or sold under
the Patents, Trademarks and Copyrights.

(g) With respect to any Intellectual Property:
(i) such Intellectual Property is subsisting and hat been adjudged invalid or unenforceable, inlevior in part;
(i) such Intellectual Property is valid and enfeable;

(iii) the Company has made all necessary filings matordations to protect its interest in suchllettual Property, including, without
limitation, recordations of all of its intereststhre Patents, Patent Licenses, Trademarks and Mealdd_icenses in the United States Patent
and Trademark Office and in corresponding offi¢esughout the world and its claims to the Copyrsggntd Copyright Licenses in the Uni
States Copyright Office and in corresponding offitieroughout the world:;

(iv) other than as set forth in Schedule B, the @Gany is the exclusive owner of the entire and uneriered right, title and interest in and to
such Intellectual Property and no claim has beedentiaat the use of such Intellectual Property mgfeis on the asserted rights of any third
party; and

(v) the Company has performed and will continupedorm all acts and has paid all required feestares to maintain each and every itel
Intellectual Property in full force and effect timghout the world, as applicable.
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(r) Except with respect to any Trademark or Copytripat the Company shall reasonably determiné megligible economic value to the
Company, the Company shall:

(i) maintain each Trademark and Copyright in folide free from any claim of abandonment for non-os&ntain as in the past the quality of
products and services offered under such Tradeoratlopyright; employ such Trademark or Copyrighttvithe appropriate notice of
registration; not adopt or use any mark which isfasingly similar or a colorable imitation of su€hademark or Copyright unless the
Secured Party shall obtain a perfected securigrést in such mark pursuant to this Agreement;remidand not permit any licensee or
sublicensee thereof to) do any act or knowinglytdmdo any act whereby any Trademark or Copynighy become invalidated,;

(i) not, except with respect to any Patent thahill reasonably determine is of negligible ecoicoralue to it, do any act, or omit to do any
act, whereby any Patent may become abandoned matiedt and

(iii) notify the Secured Party immediately if it &tws, or has reason to know, that any applicatioregistration relating to any Patent,
Trademark or Copyright may become abandoned ocdtst, or of any adverse determination or develaopitiecluding, without limitation,
the institution of, or any such determination ovelepment in, any proceeding in the United Statemt and Trademark Office, United St:
Copyright Office or any court or tribunal in anyuedry) regarding its ownership of any Patent, Tradek or Copyright or its right to register
the same or to keep and maintain the same.

(s) Whenever the Company, either by itself or tigtpany agent, employee, licensee or designee,fdbah application for the registration
any Patent, Trademark or Copyright with the UniBtates Patent and Trademark Office, United Statgyi@ht Office or any similar office
or agency in any other country or any political dgiutsion thereof or acquire rights to any new Pgt&rademark or Copyright whether or not
registered, report such filing to the Secured Paitljin five business days after the last day effiscal quarter in which such filing occurs.

(t) The Company shall take all reasonable and sacgsteps, including, without limitation, in ansopeeding before the United States Patent
and Trademark Office, United States Copyright @ffic any similar office or agency in any other doyor any political subdivision thereof,
to maintain and pursue each application (and taiolithe relevant registration) and to maintain e&cfistration of the Patents, Trademarks
and Copyrights, including, without limitation, filj of applications for renewal, affidavits of uselaffidavits of incontestability.
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(u) In the event that any Patent, Trademark or @gpyincluded in the Intellectual Property is infyed, misappropriated or diluted by a third
party, promptly notify the Secured Party aftee#rns thereof and shall, unless it shall reasor@dtiyrmine that such Patent, Trademark or
Copyright is of negligible economic value to it, iafh determination it shall promptly report to thec8red Party, promptly sue for
infringement, misappropriation or dilution, to saejinctive relief where appropriate and to recoay and all damages for such
infringement, misappropriation or dilution, or ta&ech other actions as it shall reasonably deemmopppte under the circumstances to prc
such Patent, Trademark or Copyright. If the Comganks the financial resources to comply with Béction 3(t), the Company shall so
notify the Secured Party and shall cooperate fulth any enforcement action undertaken by the Setiarty on behalf of the Company.

4. Defaults. The following events shall be "Evest®efault”:
(a) The occurrence of an Event of Default (as d@efim the Notes) under the Notes;

(b) Any representation or warranty of the Companthis Agreement or in the Security Agreement shial/e to have been incorrect in any
material respect when made;

(c) The failure by the Company to observe or penfany of its obligations hereunder or in the Seégukgreement for ten (10) days after
receipt by the Company of notice of such failuanirthe Secured Party; and

(d) Any breach of, or default under, the Warrants.

5. Duty To Hold In Trust. Upon the occurrence of &vent of Default and at any time thereafter, @menpany shall, upon receipt by it of any
revenue, income or other sums subject to the Sgdaterest, whether payable pursuant to the Notestherwise, or of any check, draft, note,
trade acceptance or other instrument evidencingoéigation to pay any such sum, hold the sameust tior the Secured Party and shall

forthwith endorse and transfer any such sums animents, or both, to the Secured Party for appdinato the satisfaction of the Obligations.

6. Rights and Remedies Upon Default. Upon occug@f@ny Event of Default and at any time thereaftee Secured Party shall have the
right to exercise all of the remedies conferrecehader and under the Notes, and the Secured Paityhave all the rights and remedies of a
secured party under the UCC and/or any other agigbdaw (including the Uniform Commercial Codeaofy jurisdiction in which any
Intellectual Property is then located). Withoutitmtion, the Secured Party shall have the followigfts and powers:

(a) The Secured Party shall have the right to padesession of the Intellectual Property and, fat gurpose, enter, with the aid and assistance
of any person, any premises where the Intelle®uaperty, or any part thereof, is or may be plaamediremove the same, and the Company
shall assemble the Intellectual Property and me&ediilable to the Secured Party at places whietStacured Party shall reasonably select,
whether at the Company's premises or elsewherenaké available to the Secured Party, without r@htf the Company's respective
premises and facilities for the purpose of the BatParty taking possession of, removing or puttitegintellectual Property in saleable or
disposable form.



(b) The Secured Party shall have the right to dpdtee business of the Company using the Intelié®wperty and shall have the right to
assign, sell, lease or otherwise dispose of aridatell or any part of the Intellectual Propery public or private sale or otherwise, either
with or without special conditions or stipulatiofig; cash or on credit or for future delivery, inch parcel or parcels and at such time or times
and at such place or places, and upon such terthscantlitions as the Secured Party may deem comafigre@asonable, all without (except

as shall be required by applicable statute andatamwaived) advertisement or demand upon or @dtiche Company or right of

redemption of the Company, which are hereby exjyregaived. Upon each such sale, lease, assignmarther transfer of Intellectual
Property, the Secured Party may, unless prohilbyeapplicable law which cannot be waived, purchaser any part of the Intellectual
Property being sold, free from and discharged lafasts, claims, right of redemption and equitéshe Company, which are hereby waived
and released.

7. Applications of Proceeds. The proceeds of agh sale, lease or other disposition of the IntéllaicProperty hereunder shall be applied
first, to the expenses of retaking, holding, stgriprocessing and preparing for sale, selling,thadike (including, without limitation, any
taxes, fees and other costs incurred in connettierewith) of the Intellectual Property, to thesemable attorneys' fees and expenses inc

by the Secured Party in enforcing its rights hedemrand in connection with collecting, storing aligposing of the Intellectual Property, and
then to satisfaction of the Obligations, and toghgment of any other amounts required by appletw, after which the Secured Party shall
pay to the Company any surplus proceeds. If, upersale, license or other disposition of the Ietalial Property, the proceeds thereof are
insufficient to pay all amounts to which the SecuRarty is legally entitled, the Company will batlie for the deficiency, together with
interest thereon, at the rate of 15% per annum"(@e¢ault Rate"), and the reasonable fees of atoyratys employed by the Secured Party to
collect such deficiency. To the extent permittecapyplicable law, the Company waives all claims, dges and demands against the Secured
Party arising out of the repossession, removaintain or sale of the Intellectual Property, uniggs to the gross negligence or willful
misconduct of the Secured Party.

8. Costs and Expenses. The Company agrees tolpayt-alf-pocket fees, costs and expenses incurredmnection with any filing required
hereunder, including without limitation, any finamg statements, continuation statements, partiehses and/or termination statements
related thereto or any expenses of any searchssnally required by the Secured Party. The Comphal also pay all other claims and
charges which in the reasonable opinion of the ecBarty might prejudice, imperil or otherwiseeaffthe Intellectual Property or the
Security Interest therein. The Company will algoomi demand, pay to the Secured Party the amowartyofnd all reasonable expenses,
including the reasonable fees and expenses abitssel and of any experts and agents, which ther&g&arty may incur in connection with
(i) the enforcement of this Agreement, (ii) thetoaly or preservation of, or the sale of, collectimm, or other realization upon, any of the
Intellectual Property, or (iii) the exercise or emfement of any of the rights of the Secured Panter the Notes. Until so paid, any fees
payable hereunder shall be added to the principauat of the Notes and shall bear interest at thfalt Rate.
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9. Responsibility for Intellectual Property. Thermany assumes all liabilities and responsibilitg@mnection with all Intellectual Property,
and the obligations of the Company hereunder oeutite Notes and the Warrants shall in no way feztgfd or diminished by reason of the
loss, destruction, damage or theft of any of thellectual Property or its unavailability for angaison.

10. Security Interest Absolute. All rights of thecered Party and all Obligations of the Companygtieder, shall be absolute and
unconditional, irrespective of: (a) any lack ofidal or enforceability of this Agreement, the Nst¢he Warrants or any agreement entered
into in connection with the foregoing, or any portihereof or thereof; (b) any change in the timanner or place of payment or performance
of, or in any other term of, all or any of the @faltions, or any other amendment or waiver of or@msent to any departure from the Notes,
the Warrants or any other agreement entered intorimection with the foregoing; (c) any exchangésase or nonperfection of any of the
Intellectual Property, or any release or amendroentaiver of or consent to departure from any otheellectual Property for, or any
guaranty, or any other security, for all or anytha Obligations; (d) any action by the SecuredyParbbtain, adjust, settle and cancel in its
sole discretion any insurance claims or mattersenmadrising in connection with the Intellectuabperty; or (e) any other circumstance
which might otherwise constitute any legal or egjii¢ defense available to the Company, or a digehafrall or any part of the Security
Interest granted hereby. Until the Obligations khaVve been paid and performed in full, the rigiftthe Secured Party shall continue even if
the Obligations are barred for any reason, inclgdivithout limitation, the running of the statutelimitations or bankruptcy. The Company
expressly waives presentment, protest, noticeatept, demand, notice of nonpayment and demarngeféormance. In the event that at any
time any transfer of any Intellectual Property oy @ayment received by the Secured Party herewgiddirbe deemed by final order of a cc

of competent jurisdiction to have been a voidaléfgrence or fraudulent conveyance under the baidywor insolvency laws of the United
States, or shall be deemed to be otherwise dusytparty other than the Secured Party, then, insaigh event, the Company's obligations
hereunder shall survive cancellation of this Agreatnand shall not be discharged or satisfied lyypaior payment thereof and/or
cancellation of this Agreement, but shall remairakd and binding obligation enforceable in accorciawith the terms and provisions hereof.
The Company waives all right to require the Secifrady to proceed against any other person orpty@my Intellectual Property which the
Secured Party may hold at any time, or to marséggta, or to pursue any other remedy. The Compainyew any defense arising by reasa
the application of the statute of limitations toyabligation secured hereby.

11. Term of Agreement. This Agreement and the Sgcinterest shall terminate on the date on whiltipayments under the Notes have been
made in full and all other Obligations have beeid pa discharged. Upon such termination, the Settarty, at the request and at the exp

of the Company, will join in executing any termiiagit statement with respect to any financing statéregecuted and filed pursuant to this
Agreement.
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12. Power of Attorney; Further Assurances.

(a) The Company authorizes the Secured Party, aesl ldereby make, constitute and appoint it, anegjsective officers, agents, successors
or assigns with full power of substitution, as @@mpany's true and lawful attorney-in-fact, wittwgo, in its own name or in the name of the
Company, to, after the occurrence and during tmirmaance of an Event of Default, (i) endorse aoten, checks, drafts, money orders, or
other instruments of payment (including paymentgapée under or in respect of any policy of insugrin respect of the Intellectual Prope
that may come into possession of the Secured Rajtig sign and endorse any UCC financing stateinoe any invoice, freight or express
bill, bill of lading, storage or warehouse recejghsafts against debtors, assignments, verificatamd notices in connection with accounts,
other documents relating to the Intellectual Propeiii) to pay or discharge taxes, liens, segunitterests or other encumbrances at any time
levied or placed on or threatened against theléttelal Property; (iv) to demand, collect, recdgt compromise, settle and sue for monies
due in respect of the Intellectual Property; andg@nerally, to do, at the option of the SecuredyRand at the Company's expense, at any
time, or from time to time, all acts and things @ihihe Secured Party deems necessary to protesempe and realize upon the Intellectual
Property and the Security Interest granted thareorder to effect the intent of this Agreemeng totes and the Warrants, all as fully and
effectually as the Company might or could do; arel@ompany hereby ratifies all that said attorrieiidawfully do or cause to be done by
virtue hereof. This power of attorney is coupledwan interest and shall be irrevocable for thentef this Agreement and thereafter as long
as any of the Obligations shall be outstanding.

(b) On a continuing basis, the Company will makeosite, acknowledge, deliver, file and record hesdase may be, in the proper filing and
recording places in any jurisdiction, includingthgut limitation, the jurisdictions indicated ontdule C, attached hereto, all such
instruments, and take all such action as may reddpie deemed necessary or advisable, or as ralgarquested by the Secured Party, to
perfect the Security Interest granted hereunderoémelwise to carry out the intent and purposehisfAgreement, or for assuring and
confirming to the Secured Party the grant or peéidacof a security interest in all the Intellectibperty.

(c) The Company hereby irrevocably appoints theuBetParty as the Company's attorney-in-fact, withauthority in the place and stead of
the Company and in the name of the Company, from tb time in the Secured Party's discretion, ke &ny action and to execute any
instrument which the Secured Party may deem negessadvisable to accomplish the purposes of Algiseement, including the filing, in its
sole discretion, of one or more financing or camdition statements and amendments thereto, relatiamy of the Intellectual Property with
the signature of the Company where permitted by law
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13. Notices. All notices, requests, demands andrabmmunications hereunder shall be in writinghwpies to all the other parties hereto,
and shall be deemed to have been duly given whdéndglivered by hand, upon receipt, (i) if sdayt facsimile, upon receipt of proof of
sending thereof, (iii) if sent by nationally recizgd overnight delivery service (receipt requestdt) next business day or (iv) if mailed by
first-class registered or certified mail, returget requested, postage prepaid, four days afiginy in the U.S. mails, in each case if

delivered to the following addresses:

If to the Company: Cyberlux Corporation

With copies to:

4625 Creekstone Drive, Su
Research Triangle Park
Durham, North Carolina 27
Attention: Chief Executi
Telephone: 919-474-9700
Facsimile: 919-474-9712

Cyberlux Corporation
241 Lamplighter Lane
Marietta, Georgia 30067
Attention: John W. Ringo
Telephone: 770-952-1904
Facsimile: 770-952-0894

If to the Secured Party: AJW Partners, LLC

With copies to:

AJW Offshore, Ltd.

AJW Qualified Partners, L
New Millennium Capital Pa
1044 Northern Boulevard
Suite 302

Roslyn, New York 11576
Attention: Corey Ribotsk
Facsimile: 516-739-7115

Ballard Spahr Andrews & |
1735 Market Street, 51st
Philadelphia, Pennsylvani
Attention: Gerald J. Gua
Facsimile: 215-864-8999

ite 100

703
ve Officer

, Esq.

LC
rtners Il, LLC

ngersoll, LLP
Floor

a 19103
rcini, Esquire

14. Other Security. To the extent that the Oblmatiare now or hereafter secured by property dltfzer the Intellectual Property or by the
guarantee, endorsement or property of any othaopefirm, corporation or other entity, then the@ed Party shall have the right, in its sole
discretion, to pursue, relinquish, subordinate, ifiyant take any other action with respect theretithout in any way modifying or affecting
any of the Secured Party's rights and remediesihdes.
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15. Miscellaneous.

(a) No course of dealing between the Company am&#tured Party, nor any failure to exercise, ngrdelay in exercising, on the part of
Secured Party, any right, power or privilege hedeuror under the Notes shall operate as a waiegedi; nor shall any single or partial
exercise of any right, power or privilege hereunalethereunder preclude any other or further egertliereof or the exercise of any other
right, power or privilege.

(b) All of the rights and remedies of the Securadypwith respect to the Intellectual Property, tiee established hereby or by the Notes or
by any other agreements, instruments or documetg law shall be cumulative and may be exerciseglys or concurrently.

(c) This Agreement and the Security Agreement dtutstthe entire agreement of the parties with eespo the subject matter hereof and is
intended to supersede all prior negotiations, wtdadings and agreements with respect thereto pEasespecifically set forth in this
Agreement, no provision of this Agreement may bdaified or amended except by a written agreementiBpally referring to this
Agreement and signed by the parties hereto.

(d) In the event that any provision of this Agreainis held to be invalid, prohibited or unenforclesip any jurisdiction for any reason, unless
such provision is narrowed by judicial constructitis Agreement shall, as to such jurisdictioncbastrued as if such invalid, prohibited or
unenforceable provision had been more narrowly drasvas not to be invalid, prohibited or unenfobdealf, notwithstanding the foregoing,
any provision of this Agreement is held to be imigbrohibited or unenforceable in any jurisdictisnch provision, as to such jurisdiction,
shall be ineffective to the extent of such invalidprohibition or unenforceability without invahting the remaining portion of such provision
or the other provisions of this Agreement and withaffecting the validity or enforceability of suphovision or the other provisions of this
Agreement in any other jurisdiction.

(e) No waiver of any breach or default or any rightler this Agreement shall be considered valiésslin writing and signed by the party
giving such waiver, and no such waiver shall bevte a waiver of any subsequent breach or defauiglot, whether of the same or similar
nature or otherwise.

(f) This Agreement shall be binding upon and ineréhe benefit of each party hereto and its sucresand assigns.

(9) Each party shall take such further action aretete and deliver such further documents as mayebessary or appropriate in order to
carry out the provisions and purposes of this Agrest.

(h) This Agreement shall be construed in accordavittethe laws of the State of New York, excepthe extent the validity, perfection or
enforcement of a security interest hereunder ipaesof any particular Intellectual Property wharie governed by a jurisdiction other than
the State of New York in which case such law spa¥lern. Each of the parties hereto irrevocably sutmrthe exclusive jurisdiction of any
New York State or United States Federal courtngjtth Manhattan county over any action or procegdirsing out of or relating to th
Agreement, and the parties hereto hereby irrevgcadree that all claims in respect of such actioproceeding may be heard and determ
in such New York State or Federal court. The pattiereto agree that a final judgment in any sutibraor proceeding shall be conclusive
and may be enforced in other jurisdictions by enithe judgment or in any other manner providethly The parties hereto further waive
any objection to venue in the State of New York ang objection to an action or proceeding in thetesof New York on the basis of forum
non conveniens.
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(i) EACH PARTY HERETO HEREBY AGREES TO WAIVE ITS RFPECTIVE RIGHTS TO A JURY TRIAL OF ANY CLAIM OR
CAUSE OF ACTION BASED UPON OR ARISING OUT OF THISGREEMENT. THE SCOPE OF THIS WAIVER IS INTENDED TO
BE ALL ENCOMPASSING OF ANY DISPUTES THAT MAY BE FIED IN ANY COURT AND THAT RELATE TO THE SUBJECT
MATER OF THIS AGREEMENT, INCLUDING WITHOUT LIMITATION CONTRACT CLAIMS, TORT CLAIMS, BREACH OF DUTY
CLAIMS AND ALL OTHER COMMON LAW AND STATUTORY CLAIMS. EACH PARTY HERETO ACKNOWLEDGES THAT THIS
WAIVER IS A MATERIAL INDUCEMENT FOR EACH PARTY TO BNTER INTO A BUSINESS RELATIONSHIP, THAT EACH
PARTY HAS ALREADY RELIED ON THIS WAIVER IN ENTERINGNTO THIS AGREEMENT AND THAT EACH PARTY WILL
CONTINUE TO RELY ON THIS WAIVER IN THEIR RELATED FOURE DEALINGS. EACH PARTY FURTHER WARRANTS AND
REPRESENTS THAT IT HAS REVIEWED THIS WAIVER WITH IS LEGAL COUNSEL, AND THAT SUCH PARTY HAS
KNOWINGLY AND VOLUNTARILY WAIVES ITS RIGHTS TO A JURY TRIAL FOLLOWING SUCH CONSULTATION. THIS
WAIVER IS IRREVOCABLE, MEANING THAT, NOTWITHSTANDING ANYTHING HEREIN TO THE CONTRARY, IT MAY NOT
BE MODIFIED EITHER ORALLY OR IN WRITING, AND THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS,
RENEWALS AND SUPPLEMENTS OR MODIFICATIONS TO THIS@GREEMENT. IN THE EVENT OF A LITIGATION, THIS
AGREEMENT MAY BE FILED AS A WRITTEN CONSENT TO A TRAL BY THE COURT.

()) This Agreement may be executed in any nhumbe&oohterparts, each of which when so executed bhaleemed to be an original and, all
of which taken together shall constitute one amdsime Agreement. In the event that any signagutelivered by facsimile transmission,
such signature shall create a valid binding obiigaof the party executing (or on whose behalf ssighature is executed) the same with the
same force and effect as if such facsimile sigratuere the original thereof.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed on the day @ad first above written.
CYBERLUX CORPORATION

By: /s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer

AJW PARTNERS, LLC
By: SMS Group, LLC

By: /s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager

AJW OFFSHORE, LTD.
By: First Street Manager II, LLC

By: /s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager

AJW QUALIFIED PARTNERS, LLC
By: AJW Manager, LLC

By: [/s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager

NEW MILLENNIUM CAPITAL
PARTNERS II, LLC
By: First Street Manager Il, LLC

By: [/s/ COREY S. RIBOTSKY

Corey S. Ribotsky
Manager
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EXHIBIT 31.1
CYBERLUX CORPORATION
OFFICER'S CERTIFICATE PURSUANT TO SECTION 302
I, Donald F. Evans, the Chief Executive OfficeiQyfberlux Corporation, certify that:
1. I have reviewed this quarterly report on ForraQ®B of Cyberlux Corporation;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the small business issuef,amnd for, the periods presented in this
report;

4. The small business issuer's other certifyingcef{s) and | are responsible for establishing miathtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the smalsimess issuer and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to sheall business issuer, including its consolidatgasidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

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

(c) Evaluated the effectiveness of the small bissirigsuer's disclosure controls and procedurep@@seénted in this report our conclusions
about the effectiveness of the disclosure containtsprocedures, as of the end of the period cougydlis report based on such evaluation;
and

(d) Disclosed in this report any change in the simadiness issuer's internal control over finangglorting that occurred during the small
business issuer's most recent fiscal quarter (ttadl ®usiness issuer's fourth fiscal quarter indagse of an annual report) that has materially
affected, or is reasonably likely to materiallyeaft, the small business issuer's internal contret éinancial reporting; and

5. The small business issuer's other certifyingef{s) and | have disclosed, based on our mosntexvaluation of internal control over
financial reporting, to the small business issuaunditors and the audit committee of the smallmess issuer's board of directors (or persons
performing the equivalent functions):

(a)Allsignificant deficiencies and material weakses in the design or operation of internal cordx@r financial reporting which are
reasonably likely to adversely affect the smallibeiss issuer's ability to record, process, sumrmaanw report financial information; and

(b)Anyfraud, whether or not material, that involveanagement or other employees who have a significée in the small business issuer's
internal control over financial reporting.

Dat e: Novenber 16, 2005

/'s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer



EXHIBIT 31.2
CYBERLUX CORPORATION
OFFICER'S CERTIFICATE PURSUANT TO SECTION 302
I, David D. Downing, the Chief Financial Officer Gfyberlux Corporation, certify that:
1. I have reviewed this quarterly report on ForraQ®B of Cyberlux Corporation;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the small business issuef,amnd for, the periods presented in this
report;

4. The small business issuer's other certifyingcef{s) and | are responsible for establishing miathtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the smalsimess issuer and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to sheall business issuer, including its consolidatgasidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

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

(c) Evaluated the effectiveness of the small bissirigsuer's disclosure controls and procedurep@@seénted in this report our conclusions
about the effectiveness of the disclosure containtsprocedures, as of the end of the period cougydlis report based on such evaluation;
and

(d) Disclosed in this report any change in the simadiness issuer's internal control over finangglorting that occurred during the small
business issuer's most recent fiscal quarter (ttadl ®usiness issuer's fourth fiscal quarter indagse of an annual report) that has materially
affected, or is reasonably likely to materiallyeaft, the small business issuer's internal contret éinancial reporting; and

5. The small business issuer's other certifyingef{s) and | have disclosed, based on our mosntexvaluation of internal control over
financial reporting, to the small business issuaunditors and the audit committee of the smallmess issuer's board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the smallibeiss issuer's ability to record, process, sumrmaanw report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the small business issuer's
internal control over financial reporting.

Dat e: Novenber 16, 2005

/'s/ David D. Downi ng

David D. Downi ng
Chi ef Financial Oficer



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 CyberD&rporation (the "Company") on Form 10-QSB for pleeiod ending September 30, 2005
as filed with the Securities and Exchange Commissiothe date hereof (the "Report"), |, Donald ¥ars, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. section 80#he Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities andhiaxnge Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

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

Date: Novenber 16, 2005 By: /s/ DONALD F. EVANS

Donal d F. Evans
Chi ef Executive O ficer



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 CyberD&rporation (the "Company") on Form 10-QSB for pleeiod ending September 30, 2005
as filed with the Securities and Exchange Commissiothe date hereof (the "Report"), |, David Dwiing, Acting Chief Financial Officer
of the Company, certify, pursuant to 18 U.S.C.is@c®06 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities andhiaxnge Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

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

Date: Novenber 16, 2005 By: /s/ DAVID D. DOMI NG

David D. Downi ng
Chi ef Financial Oficer
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