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CYBERLUX CORPORATION
CONDENSED BALANCE SHEETS

Assets

Current assets:
Cash & cash equivalents
Accounts Receivable - allowance for doubtful acco
Prepaid expenses

Total current assets

Property, plant and equipment, net of accumulated
depreciation of $ 104,825 and $92,335, respectively

Other Assets:
Patents

Total Assets

Liabilities and Deficiency in Stockholders' Equity
Current liabilities:
Accounts payable
Accrued liabilities
Short-term notes payable - shareholders
Short-term notes payable
Total current liabilities

Long-term liabilities:

Convertibel debentures, net of discounts (Note B)

Deficiency in Stockholders' equity:

Preferred stock, $0.001 par value, 200 shares
authorized, Class A, 86.8606 and 151.8606 shares
outstanding as of June 30, 2005 and December 31,

Preferred stock, $0.001 par value, 800,000 shares
authorized, Class B, 800,000 issued and outstandi
as of June 30, 2005 and December 31, 2004

Common stock, $0.001 par value, 300,000,000 share

authorized, 62,952,001 and 23,770,233 shares issu
and outstanding as of June 30, 2005 and December
2004, respectively

Additional paid-in capital

Accumulated deficit

Deficiency in stockholders' equity

Total liabilities and (deficiency) in stockholders'

(UNAUDITED)

June 30, 2005 December 31, 2

Unaudited

$ 141652 $ 415,
unts of $ 0 10,000
156,792 68,
308,444 483,
60,694 43,
78,270 30,
$ 447,408 $ 557,
$ 164,556 $ 176,
379,927 323,
366,595 399,
27,500 27,
938,578 926,
1,107,497 1,355,
issued and
2004 respectively 1
ng
800
s
ed
31,
62,952 23,
10,542,519 9,099,
(12,204,939) (10,847,
(1,598,667) (1,723,
equity $ 447,408 $ 557,

3

The accompanying notes are an integral part oethesudited condensed financial statements
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CYBERLUX CORPORATION
CONDENSED STATEMENTS OF OPERATIONS
(UNAUDITED)

For the Three Months Ended For the Six Months Ended
June 30, 2005 June 30, 2004 June 30, 2005 June 30, 2004
Revenue $ 200 $ 11,238 $ 13,768 $ 21,206
Cost of goods sold (23,117) (7,992) (29,487) (16,387)
Gross margin (loss) (22,917) 3,246 (15,718) 4,819
Operating Expenses:
Marketing and advertising 116,349 21,830 137,672 10,380
Depreciation and amortization 4,886 13,361 13,180 31,652
Research and development 100,883 34,086 119,580 34,086
General and administrative expenses 468,356 447,435 808,196 1 ,876,908
Total operating expenses 690,475 516,712 1,078,628 1 ,953,026
(Loss) from operations (713,392)  (513,466) (1,094,346) (1 ,948,207)
Other income/(expense)
Other Income - (10,441) - 4,559
Interest income 0 62 300 62
Interest expense (125,873) (5,434) (168,879) (54,627)
Debt acquisition costs (94,331) (94,331)
Net Loss before provision for income taxes
and preferred dividend (933,596)  (529,279) (1,357,255) (1 ,998,213)
Income taxes (benefit) - - -
Net loss (933,596)  (529,279) (1,357,255) (1 ,998,213)
Preferred dividend - Beneficial conversion discount
on convertible preferred - (800,000)
Net loss available to common stockholders $ (933,596) $ (529,279) $ (1,357,255) $(2 ,798,213)
Weighted average number of common shares
outstanding, basic and fully diluted 41,216,067 15,169,191 34,604,651 13 ,004,736
Net loss per share - Basic and fully diluted $ (002)$ (0.03)$% (0.04) % (0.22)
Preferred dividend $ 24,000 $ 24,000 $ 48,000 $ 24,000

The accompanying notes are an integral part otthesudited condensed financial statements
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Cyberlux Corporation
CONDENSED STATEMENT OF DEFICIENCY IN STOCKHOLDERS' EQUITY FOR THE
PERIOD JANUARY 1, 2005 THROUGH JUNE 30, 2005

(Unaudited)
Common Stock Preferred Stock Additional  Stock Deficiency in
————————————————————————————————— Paid in  Subscription De ficiency ~ Stockholders'

Shares Amo unt Shares Amount Capital Receivable Ac cumulated  Equity
Balance, December 31, 2004 23,770,233 $23, 771 $800,152 $ 801 $9,099,302 $ - $(1 0,847,684) $(1,723,810)
Shares issued in January, 2005 for
Preferred A conversion 1,675,000 1, 675 (34) - (1,675) - -- -
Shares issued in January, 2005 for
note payable at $0.0248 per share 1,035,221 1, 035 - - 24638 -- -- 25,673
Shares issued in January, 2005 for
note payable at $0.0135 per share 1,035,221 1, 035 - - 12,940 - - 13,975
Shares issued in February, 2005
for Preferred A conversion 250,000 250 B - (250) -- -- --
Shares issued in February, 2005
for note payable at $0.00883 per
share 1,035,221 1, 035 - -- 8,106 -- -- 9,141
Shares issued in March, 2005 for
note payable at $0.01358 per share 1,035,221 1, 035 - - 13,024 - - 14,059
Shares issued in March, 2005 for
note payable at $0.00983 per share 1,035,221 1, 036 - - 9,141 - - 10,177
Warrants issued in March in
exchange for services - - - - 14,160 -- -- 14,160
Shares issued in April, 2005 for
Preferred A conversion 250,000 250 5) - (250) -
Common Shares issued in April,
2005 in exchange for services
valued at $0.03 per share 800,000 800 23,200 24,000
Shares issued in April, 2005 for
note payable at $0.0118 per share 1,035,221 1, 035 11,181 12,216
Shares issued in April, 2005 for
note payable at $0.011 per share 1,035,221 1, 035 10,352 11,387
Shares issued in May, 2005 for
note payable at $0.0108 per share 1,035,221 1, 035 10,145 11,180
Shares issued in May, 2005 for
note payable at $0.0105 per share 1,600,000 1, 600 15,200 16,800
Shares issued in May, 2005 for
note payable at $0.0103 per share 1,100,000 1, 100 10,230 11,330
Shares issued in May, 2005 for
note payable at $0.0088 per share 1,700,000 1, 700 13,260 14,960
Shares issued in May, 2005 for
note payable at $0.0085 per share 1,700,000 1, 700 12,750 14,450
Shares issued in May, 2005 for
note payable at $0.0083 per share 3,400,000 3, 400 24,820 28,220
Shares issued in June, 2005 for
Preferred A conversion 1,075,000 1, 075  (22) (1,075) -
Common Shares issued in June,
2005 in exchange for services
valued at $0.02 per share 250,000 250 4,750 5,000
Shares issued in June, 2005 for
note payable at $0.0083 per share 6,800,000 6, 800 49,640 56,440
Shares issued in June, 2005 for
note payable at $0.0092 per share 2,400,000 2, 400 19,680 22,080
Shares issued in June, 2005 for
note payable at $0.0085 per share 7,900,000 7, 900 59,250 67,150
Beneficial conversion feature of
convertible debentures (Note D) 1,100,000 1,100,000
Net (Loss) - - - - - - 1,357,255) (1,357,255)

Balance, June 30, 2005 62,952,001 $62, 952 $800,087 $ 801 $10,542,519 $ - $(1 2,204,939) $ (1,598,667)




The accompanying notes are an integral part obthesudited condensed financial statements
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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 sto

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

Shares issued for previously incurred debt
Warrants issued to consultants for services
Warrants issued in connection with financing

Preferred shares issued for conversion of accr
management fees

Preferred shares issued for previously incurre
Shares issued for consulting services
Shares issued for factoring agreement

Decrease (increase) in accounts receivable

(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-
related party

(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

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

Proceeds from advance deposits

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

Net cash provided by (used in)financing activities

Net increase (decrease) in cash

(Unaudited)
For the Six Months E
June 30, 2005 June 3
vites
$(1,357,255) $(2,79
13,180 3
ck dividend - 80
version
91,667
- 3
14,160 24
ued
-- 72
d debt 7
29,000 1,32
9
(10,000) (1
(88,389)
(47,726) 13
50,976 5
5,543 (22
-- (72
(11,537)
(1,310,382) (53
es
(30,856) (1
(30,856) (1
s
payable, net - (25
(32,485) ¢
- 2
term notes 1,100,000
7
27
54
1,067,515 57
C(73723) 1

2,691

3,000

3,670
6,330
7,810
0,000)

0,804)

0,450
5,541)

3,798)

3,670)

6,423)

9,266)

9,266)

5,000)

5,100)

2,500



Cash - beginning

Cash - ending

Supplemental disclosures:
Interest Paid
Income Taxes Paid

Non-Cash investing and financing activities:
Shares issued for research and development and
Shares issued for conversion of debt
Warrants issued in connection with financing
Warrants issued to consultants for services
Warrants issued detachable with convertible pr
Shares issued in connection with factoring
Beneficial conversion discount on convertible
Convertible preferred shares issued for note p

Convertible preferred shares issued for accrue

consulting 29,000 1,32
-- 3
273,967
14,160 24
eferred shares 5
- 9
preferred stock - 80
ayable and accrued interest -- 7
d management fees - 72

415,375 1

$ 141652 $ 3

$ 9,537 11

The accompanying notes are an integral part obthesudited condensed financial statements
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3,000
8,915
0,000)
0,000
6,330
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CYBERLUX CORPORATION

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

NOTE A-SUMMARY OF ACCOUNTING POLICIES

General

The accompanying unaudited condensed consolidetaxdial 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 six-month period ended June 30, 2005, ateecessarily indicative of the results
that may be expected for the year ended Decemh&085. The unaudited condensed consolidated fiabstatements should be read in
conjunction with the consolidated December 31, 2Encial statements and footnotes thereto inaudehe 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 prodéetsommercial and industrial users.
While the Company has generated revenues fromalisof products, the Company has incurred expeaselssustained losses. Consequently,
its operations are subject to all risks inhererthmestablishment of a new business enterprisef Asne 30, 2005, the Company has
accumulated losses of $12,204,939.

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
JUNE 30, 2005
(Unaudited)

NOTE A-SUMMARY OF ACCOUNTING POLICIES (Continued)

Impairment of long lived assets

The Company has adopted Statement of Financial uxdogy 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 nwdya 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 infaonmatvailable to management as of June
30, 2005 and 2004. The respective carrying valusedhin on-balance-sheet financial instruments@pmated their fair values. These
financial instruments include cash and accountsliplay Fair values were assumed to approximateingrialues for cash and payables
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. 123,8ating 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, thigmstamt 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):



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

NOTE A-SUMMARY OF ACCOUNTING POLICIES (Continued)

For the three months ended For the six months ended
June 30, June 30,
2005 2004 2005 2004

Net loss attributable to common

stockholders -as reported $ (933,596) $ (529,279) $(1,357,255) $(2,798,213)
Add. Total stock based employee

compensation expense as reported

under intrinsic value method

(APB No. 25) - - - 0

Deduct Total stock based employee

compensation expense as reported

under fair value based method

(SFAS No. 123) - (478,800) 0
Net loss -Pro Forma $ (933,596) $ (529,279) $(1,836,055) $(2,798,213)
Net loss attributable to common

stockholders - Pro forma $ (933,596) $ (529,279) $(1,836,055) $(2,798,213)
Basic (and assuming dilution)

loss per share -as reported $ (0.02) $ (0.03) $ (0.04) $ (0.22)

Basic (and assuming dilution)

loss per share - Pro forma $ (0.02) $ (0.03) $ (0.05 $ (0.22)

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 Compailimplement the revised standard in 1
third quarter of fiscal year, 2005. Currently then@pany accounts for its share-based payment tramsaainder 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

Loss per share

Net loss per share is provided in accordance wtdlesient of Financial Accounting Standards No.1SB AS #128) Earnings Per She
Basic loss per share is computed by dividing loasedable to common stockholders by the weightettage 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 disclogeruirements as it expands its
operations.

Income taxes

The Company follows Statement of Financial AccoumtStandard No.109, Accounting for Income TaxeAG&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 ttateglasset or liability is expected to be
realized or settled. Deferred income tax expenségioefits are based on the changes in the asBabitity during each period. If available
evidence suggests that it is more likely than hat some portion or all of the deferred tax assétshot be realized, a valuation allowance is
required to reduce the deferred tax assets tortfvaiat 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 ten@garise from temporary differences
resulting from income and expense items reportediriancial accounting and tax purposes in diffémeriods. Deferred taxes are classified
as current or non-current, depending on the ciaa$iibn 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-currentetating on the periods in which the temporary
differences are expected to reverse

Recent pronouncements



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

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

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 statemavienagement 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

On December 16, 2004, the FASB issued Statemdrinahcial Accounting Standards No. 153, Exchand@ééoomonetary Assets, an
amendment of APB Opinion No. 29, Accounting for Nmmetary Transactions ("SFAS 153"). This Stateraemtnds APB Opinion 29 to
eliminate the exception for nonmonetary exchandeasnalar productive assets and replaces it wifeaeral exception for exchanges of
nonmonetary assets that do not have commerciatasutes Under SFAS 153, if a nonmonetary exchanginafar productive assets meets a
commercialsubstance criterion and fair value if determinatiie,transaction must be accounted for at fairasadisulting in recognition of a
gain or loss. SFAS 153 is effective for nonmoneteamsactions in the fiscal periods that beginraftene 15, 2005. The Company does not
anticipate that the implementation of this standeithave a material impact on its financial pasit, results of operations or cash flows.

In March 2005, the FASB issued FASB InterpretafieiN) No. 47, "Accounting for Conditional Asset Rement Obligations, an
interpretation of FASB Statement No. 143," whicuiees an entity to recognize a liability for tterfvalue of a conditional asset retirement
obligation when incurred if the liability's fair kee can be reasonably estimated. The Company isreebito adopt the provisions of FIN 47
later than the first quarter of fiscal 2006. Thexpany does not expect the adoption of this Intéatien to have a material impact on its
consolidated financial position, results of opemasi or cash flows.

In May 2005 the FASB issued Statement of Finanstounting Standards (SFAS) No. 154, "Accountingfies and Error Corrections, a
replacement of APB Opinion No. 20 and FASB Statarmn 3." SFAS 154 requires retrospective applaratd prior periods' financial
statements for changes in accounting principlesssiit is impracticable to determine either théguespecific effects or the cumulative effect
of the change. SFAS 154 also requires that retotisggeapplication of a change in accounting priteipe limited to the direct effects of the
change. Indirect effects of a change in accourmciple, such as a change in non-discretionagfitesharing payments resulting from an
accounting change, should be recognized in thegefi the accounting change. SFAS 154 also reqthadsa change in depreciation,
amortization, or depletion method for long-livednAfinancial assets be accounted for as a changeciunting estimate effected by a change
in accounting principle. SFAS 154 is effective &mcounting changes and corrections of errors nraflsdal years beginning after December
15, 2005. Early adoption is permitted for accoupntthanges and corrections of errors made in figeals beginning after the date this
Statement is issued. The Company does not expeeidhption of this SFAS to have a material impact®consolidated financial position,
results of operations or cash flows.
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
JUNE 30, 005
(Unaudited)

NOTE B-NOTES PAYABLE AND CONVERTIBLE DEBENTURES

Notes payable at June 30, 2005 and December 31&t@0s follows

2005 20 04
10 % convertible note payable, unsecured and due Se ptember, 2003; accrued and
unpaid interest due at maturity ; Note holder has t he option to convert unpaid
note principal together with accrued and unpaid int erest to the Company's common
stock at a rate of $ .50 per share. The company is in violation of the loan
covenants $ 2500 $ 2,500
10% convertible notes payable, unsecured and due Ma rch, 2003; accrued and unpaid
interest due at maturity; Note holder has the optio n to convert unpaid note
principal together with accrued and unpaid interest to the Company's common
stock at a rate of $ .50 per share. The Company is in violation of the loan
covenants 25, 000 25,000
10% convertible note payable in the original amount of $1,500,000, and due
September, 2006. Interest is payable quarterly duri ng the life of the note. The
note is convertible into the Company's common stock at the lower of a) $0.72; b)
50% of the average of the three lowest intraday tra ding prices for the common
stock. The full principal amount of the secured con vertible notes is due upon a
default under the terms of the secured convertible notes. The note is secured by
substantially all of the Company's assets, includin g the assets of wholly owned
subsidiaries and intellectual property. As of June 30, 2005 the Note holder has
converted $484,169 of the principal to common stock of the Company 1,015,831 1,3 55,069
10% convertible note payable in the original amount of $1,100,000, and due July
19, 2008. Interest is payable quarterly during the life of the note. The note is
convertible into the Company's common stock at the lower of a) $0.03; b) 50% of
the average of the three lowest intraday trading pr ices for the common stock The
full principal amount of the secured convertible notes is due upon a default
under the terms of the secured convertible not es. The note is secured by
substantially all of the Company's assets, includi ng the assets of wholly owned
subsidiaries and intellectual property. The disco unt on the note is 1,008,333
related to beneficial interest of conversion featur es and warrants. 91,666 -0-
1,134,997 1,13 82,568
Less: current portion (27,500) ( 27,500)
Total $1,107,497 $1,3 55,069

NOTE C -STOCKHOLDER'S EQUITY

Preferred Stock

The Company has authorized 200 shares of Pref@les$ A stock, with a par value of $.001 per shassof June 30, 2005, the Company
86.8606 shares of Preferred Class A shares issuedudstanding

The Company has authorized 800,000 shares of Redf@lass B stock, with a par value of $.001 pereshAs of June 30, 2005, the Comp
has 800,000 shares of Preferred Class B sharegissul outstanding. The Preferred Class B shacesradates interest, payable as divide
at the rate of 12% per annum. For the year endeéibker 31, 2004 $96,000 in dividends were accurdldtor the period ended June 30,
2005 an additional $48,000 in dividends were acdatad. These dividends are not recorded until dedlay the Company.
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
JUNE 30, 2005
(Unaudited)

NOTE C -STOCKHOLDER'S EQUITY (Continued)

Common Stock

The Company has authorized 300,000,000 sharesmohon stock, with a par value of $.001 per shareofAkine 30, 2005, the Company has
62,952,001 shares issued and outstanding.

During the three months ended March 31, 2005, hsldenverted 38.5 shares of preferred stock - Glasso 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 1,035,22Eslwdiits 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 asiofe of notes payable.
In March, 2005, the Company issued 1,035,221 shafriés common stock at $0.00983 per share on asioe 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 aommon stock at $0.03 per share in exchaagedtrvices.

In April, 2005, the Company issued 1,035,221 shafdéts common stock at $0.0118 per share on caiweiof notes payable.
In April, 2005, the Company issued 1,035,221 shafés common stock at $0.011 per share on coreis notes payable.
In May, 2005, the Company issued 1,035,221 shdriéss common stock at $0.0108 per share on conversi notes payable.
In May, 2005, the Company issued 1,600,000 shdriégs common stock at $0.0105 per share on conwersi notes payable.
In May, 2005, the Company issued 1,100,000 shdriéss common stock at $0.0103 per share on conversi 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.
In June, 2005, the Company issued 2,400,000 sbaresscommon stock at $0.0092 per share on coiored notes payable.
In June, 2005, the Company issued 7,900,000 sbaresscommon stock at $0.0085 per share on coied notes payable.
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
JUNE 30, 2005
(Unaudited)

NOTE D -STOCK OPTIONS

Class A Warrants

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

Warrants Outstandi ng Warrants Exercisable
Weighted Weighted
Weighted Average Average Average
Number  Remaining Contractu al Exercise Number  Exercise
Exercise Prices Outstanding Life (years) Price  Exercisable Price
$0.03 18,333,333 5 $ 0.03 18,333,333 $ 0.03
0.10 91,500 4 $ 0.10 91,500 0.10

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

40,264,461 3. 61 $ 0.34 40,264,461 $ 0.34

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

Number of We ighted Average

Shares Pr ice Per Share
Outstanding at December 31,2004 22,881,128 $ 0.58
Granted 18,733,333 0.03
Exercised -- -
Canceled or expired (1,350,000) (0.25)
Outstanding at June 30, 2005 40,264,461 $0.34

Warrants granted during the period ended June(®15 ihclude 18,333,333 issued in connection witht i@ancing. The warrants are
exercisable until five years after the date of é®me 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 taket, with the exception of any securities issagdf the date of the warrant. In addition,
400,000 warrants were issued at $0.20 in exchaorgeefvices.

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 Average Weighte d Weighted
Remaining Average Average
Exercise  Number Contractual  Exercis e Number Exercise
Prices Outstanding life (Years)  Price Exercisable Price
$0.2125 2,000,000 4 $0.212 5 2,000,000 $0.2125
0.2125 2,000,000 5 0.212 5 2,000,000 0.2125
0.10 12,000,000 6 0.1 0 12,000,000 0.10
16,000,000 5.6 $0.128 1 16,000,000 $0.1281

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

Number of Wei ghted Average



Shares  Pri

Outstanding at December 31, 2004 4,000,000
Granted 12,000,000

Exercised --

Canceled or expired --
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
JUNE 30, 2005
(Unaudited)

NOTE D -STOCK OPTIONS (CONTINUED)

The weighted-average fair value of stock optiorantgd to employees during the period ended Jun208® and 2004 and the weighted-
average significant assumptions used to deterrhimeetfair values, using a Black-Scholes optionipgienodel are as follows:

Fo r the Six Months Ended
June 30
2005 2004

Significant assumptions (weighted-average):

Risk-free interest rate at grant date 2% 1.5%
Expected stock price volatility 250% 149%
Expected dividend payout -- -
Expected option life-years (a) 6 6

(a)The expected option life is based on contraciyplration dates.

If the Company recognized compensation cost fostbek options and warrants for the non-qualifietbkyee stock option plan in
accordance with SF AS No0.123, the Company's pmadanet loss and net loss per share would have$(@e836,055) and $(0.05) for the six
months ended June 30,2005 and $(1,858,483) ant4$(fr the three months ended June 30, 2004, casply.

NOTE E -RELATED PARTY TRANSACTIONS

From time to time, the Company's principal offickesre advanced funds to the Company for workingt@iapurposes in the form of
unsecured promissory notes, accruing interest%t i€ annum. As of June 30, 2005 and December(8HY, 2he balance due to the officers
was $ 366,595 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 aenewable 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 th e Six Months Ended June 30,
2 005 2004
Net loss available to Common stockholders  $ (1,3 57,255) $(2,798,213)
Basic and diluted loss per share (0.04) (0.22)
Weighted average common shares outstanding 34,6 04,651 13,004,736
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CYBERLUX CORPORATION
NOTES TO CONDENSED FINANCIAL STATEMENTS
JUNE 30, 2005
(Unaudited)

NOTE H- 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. Aswh in the accompanying financial statements ferdix months ended June 30, 2005 and for
the period from inception through December 31,2@0d Company incurred losses from operations of35(#,255) and $(10,847,683),
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 ieffitst to secure additional equity financing.

If operations and cash flows continue to improvetigh 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 adjustm
that might result should the Company be unabletdicue as a going concern.

NOTE | - SUBSEQUENT EVENTS

In July, 2005, the Company issued 12,700,000 shadrés common stock at $0.0085 per share on caiveiof notes payable.
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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 solid-stighting technology offers extended light
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 mewrkeclude kitchen and bath cabinet manufactunedscesigner and installation contractors
for the residential market. In the commercial mé&skeur task and accent lighting products and eerargand security lighting products
address the lighting needs in hotels, hospitalsing homes, airports, shopping centers and melfgrhily complexes; long-term evacuation
solutions for theaters, office and public buildingsduced maintenance cost solutions for propegygagers as applied to walkway, corrido
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 providing security
services such as border control and airport securit

In April of 2005, we began the development of aglae boundary security lighting product for thditary that will provide night-vision
compatible infrared lighting and intense, brightitwhighting capability in a portable configuratifor fast, effective deployment. As of June
30, 2005, we completed the first phase of develapraed expect final development to be completédénthird quarter of 2005.

In April of 2005, we completed the fulfillment ofcantract with Kings Park School District of Lorgjdnd, New York for the installation of
our Emergency Lighting System in a local middleshThe objective of the pilot project was to po®/a local school with long-term
interim lighting solution so the Kings Park commiyniill have a well-lit emergency shelter in theeat of a natural or manmade disaster. In
May of 2005, the completed project was presentédad<ings Park School District administration anel hope the pilot could become a
model for emergency lighting throughout other sdhtistricts.

In the second quarter of 2005, we developed a wgrielationship with Cree, Inc., a leading manufeat of lightemitting diode componen
We plan on developing products that utilize theeCselid-state lighting technology. We anticipate@mcing our first product based on Cree
technology in the third quarter of 2005.

In May 2005, we introduced the Aeon (TM) "Task &aeknt" lighting products to address residential eldighting, interior cabinet accent
lighting and under cabinet counter lighting withtwally heatless, long-term (75,000 hours of lifglhting solutions for the homeowner. This
unique lighting resource for cabinetmakers, comtracand do-it-yourselfers offers three levelsigiit from soft white diodal(TM) elements
that are cool to the touch and easy to install. Aéen closet, cabinet and counter lighting was iasdet the Kitchen & Bath Industries Tra
Show in Las Vegas, NV on May 10, 2005. Our genlgghting technology will provide a 40 to 60 perceatluction in maintenance costs for
property managers through the replacement of watke@ridor or landscape lighting elements and é&ent reduction in energy costs for
those fixtures. In May, we began establishing teei\dealer network as our channel of distributantiie Aeon products. As of June 30,
2005, we have 26 dealers representing 15 of th@Gdgorth American housing markets. We are contigio build the Aeon dealer network
with qualify dealers and hope that the Aeon death@annel will cover many of top 50 North Americarubimg markets by year end.

In March of 2005, we submitted a proposal to theAMfiat to providing emergency lighting for only teebway cars and platforms. The
proposal also called for an initial subway caraitiation trial to prove the capability and valueonfr technology. In April of 2005, we met
with the Vice President of Engineering for the M@Ad discussed our proposal and the timing forahwrithin the subway system. Based on
this meeting and the resulting discussions ofithe period required to accomplish our trial objeesi, we understand the MTA is still
evaluating the trial proposal but this is not apty at this point and no determination can be enatthis time as to when the MTA will make
a decision on our proposal. Therefore, we plardtiress the Port Authority with a similar proposal &n initial subway car installation trial
prove the capability and value of our technologdyisTprogram will be formally submitted in the thigdarter of 2005.

In June of 2005, we completed the development@iiion KeyCap (TM), a new product designed to mlevionsumers with a long-lasting,
slender sleeve of electronics that turns a starklaydnto a lighting device. The patented Keon KagQTM) is the practical lighting solutic



for every consumer who carries keys. Each Keorsisialy elastic surround that fits standard keydeesnd features an electronics package
that focuses a bright diodaltm beam of light dotva key shaft. When its miniaturized button is depeel, the Keon directs light precisely i
the intended keyhole or other targeted surfacesalitieipate supply and sales will begin on the Kepothe third quarter of 2005.

In June of 2005, we received confirmation thatAeon Pro E "Task & Accent” home lighting meets @atia's Title 24 new residential
energy requirements of 40 lumens per watt. Verifigdndependent Testing Laboratories, Inc., a thady independent testing firm, the
Aeon Pro E product was confirmed to operate auftehs per watt. The Title 24 California energy regquents went into effect in 1978 to
decrease California's energy consumption. Sinag, the legislation has saved the state more thérb#i&on in electricity and natural gas
costs. The Title 24 standards will be revised itober of 2005 and the new standard of 40 lumensvaérwill be required. ITL was founded
50 years ago, is one of the most experienced imdkgr testing labs in the country and provides mteyunbiased information on virtually
every type of lighting to lighting manufacturergsigners, architects and the government. Excedédegitle 24 standards opens up the
California market to our Aeon Pro E line and matkesse products one of the only alternatives taticahl task and accent lighting for the
home. The 55 lumen per watt efficiency of the A8oa E products is an industry-leading efficacy and that surpasses California’s Title 24

requirements of 40 lumens per watt. We anticiplade $ales of the Aeon Pro E to grow in the fourthrtgr of 2005 when the new standards
are in force.
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Results of Operations
Six months ended June 30, 2005 compared to theaiths ended June 30, 2004
REVENUES

Revenues for the six months ended June 30, 2005 $v&8,768 as compared to $21,206 for the samedoerided June 30, 2004. Included in
sales for the six months is a $10,000 contract Wittys Park School District of Long Island, New ¥dor the installation of our ELS
products in a local middle school. This installatie being hailed as a pilot project that coulddmee a model for emergency lighting
throughout the State of New York.

OPERATING EXPENSES

Operating expenses for the six months ended Jun2083 were $1,078,628 as compared to $2,184,526écsame period ended June 30,
2004. Included in the six months ended June 305 200 $137,672 in expenses for market developmehti@rature. This compares to
$10,380 for the six months ended June 30, 2004.

Three months ended June 30, 2005 compared tore tonths ended June 30, 2004

REVENUES

Revenues for the three months ended June 30, 26685%200 as compared to $11,238 for the same penideld June 30, 2004.
OPERATING EXPENSES

Operating expenses for the three months ended3yrN05 were $690,475 as compared to $748,21thdéasame period ended June 30,
2004. Included in the three months ended June@Th are $116,349 in expenses for market developamhtiterature. This compares to
$21,830 for the six months ended June 30, 2004.

As a result of limited capital resources and minire&enues from operations from its inception, @@mpany has relied on the issuance of
equity securities to non-employees in exchangsdovices. The Company's management enters inttyempmpensation agreements with
non-employees if it is in the best interest of @w@npany under terms and conditions consistent th@hrequirements of Financial Accounting
Standards No. 123, Accounting for Stock Based Carsgiion. In order conserve its limited operatingied resources, the Company
anticipates continuing to compensate non-emplof@eservices during the next twelve months. Thibgyamay have a material effect on the
Company's results of operations during the nexivieveonths.

Liquidity and Capital Resources

As of June 30, 2005, we had a working capital dedic$630,134. This compares to a working capiicit of $ 442,303 as of December 31,
2004. As a result of our operating losses for its $§ix months ended June 30, 2005, we generatadhaflow deficit of $1,310,382 from
operating activities. Cash flows used in investgvities was $30,856 during the quarter. Casglfrom financing activities provided
$1,067,515 from the issuance of convertible nots&ple for the first six months ended June 30, 2005

While we have raised capital to meet our workingited and financing needs in the past, additiomalricing is required in order to meet our
current and projected cash flow deficits from ogierss 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 montHewever, if thereafter, we are not successful inegeting sufficient liquidity from
operations or in raising sufficient capital res@s,con terms acceptable to us, this could haveterimleadverse effect on our business, results
of operations, liquidity and financial condition.
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Our independent certified public accountant hatedtan their report included in our December 310£20orm 10-KSB, as amended, that we
have incurred operating losses in the last twogyesard that we are dependent upon managemenity &bilevelop profitable operations.
These factors among others may raise substantiditdout our ability to continue as a going concer

To obtain funding for our ongoing operations, wéesead into a Securities Purchase Agreement withdcaredited investors on April 22,
2005 for the sale of (i) $1,500,000 in secured eotilvle notes and (ii) warrants to buy 25,000,068@rss of our common stock. The investors
provided us with an aggregate of $1,500,000 asvial

0 $600,000 was disbursed on April 22, 2005;
0 $500,000 was disbursed on May 24, 2005; and
0 $400,000 was disbursed on July 19, 2005.

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.

The secured convertible notes bear interest at b@yre three years from the date of issuanceaendonvertible into our common stock, at
the investors' option, at the lower of (i) $0.03i9r50% 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 pripadiamount 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 $0.03 per share. In additioncteversion 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 tbered 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 otherweiselt in dilution of the selling
stockholder's position. The selling stockholdergeheontractually agreed to restrict their abiliyconvert 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 issudw@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 theefieial conversion feature of the secured convirtitotes during the quarter in which they
are issued, including the second quarter of fi268b when $1,100,000 of secured convertible notre vgsued.

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 otheraincing 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 possibd tie could incur unexpected costs and expenser) fallect significant amounts owed to us,
or experience unexpected cash requirements thdthianee us to seek alternative financing. Furtlifere 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.
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Off-Balance Sheet Arrangement

We do not have any off-balance sheet arrangements.

Inflation

In the opinion of management, inflation has not hadaterial effect on the operations of the Company
Critical Accounting Policies

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

o0 stock-based compensation; and
0 revenue recognition.
Stock-Based Compensation

In December 2002, the FASB issued SFAS No. 148coAnting for Stock-Based Compensation - Transitiod Disclosure. This statement
amends SFAS No. 123 - Accounting for Stock-Basesh@ansation, providing alternative methods of vauify transitioning to the fair
market value based method of accounting for staset employee compensation. FAS 148 also requseleslire 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 transitiethods are effective for fiscal years ending dtecember 15, 2002, while provisions rele
to disclosure requirements are effective in finahegports for interim periods beginning after Dmber 31, 2002.

The Company elected to continue to account forkshased compensation plans using the intrinsicesblassed method of accounting
prescribed by APB No. 25, "Accounting for Stockulsd to Employees,” and related interpretations.ddtize provisions of APB No. 25,
compensation expense is measured at the granfoddtes difference between the fair value of trecktand the exercise price.

On December 16, 2004, the Financial Accounting @&eats 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 statésn&Shardésased payment transactions within the scope of SEZ8R include stock option
restricted stock plans, performance-based awatatsk appreciation rights, and employee share psepans. 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 tramsaander the provisions of APB25,
which does not necessarily require the recognitiocompensation costs in the financial statemeévitsiagement is assessing the implications
of this revised standard, which may materially ictghe Company's results of operations in the thudrter of fiscal year 2005 and therea

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 judgmentgliegdhe fixed nature of the selling
prices of the products delivered and the collelitypdf 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 #redcustomer jointly determine that the
product has been delivered or no refund will beunexgl.
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Product Research and Development

We anticipate incurring approximately $500,000esgarch and development expenditures in conneeitbrthe development of our Wirele
Lighting System, Aeon cabinet lighting and Cycldtmwver Light Plant during the next twelve months.

These projected expenditures are dependent upogeoerating 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 genegatavenues sufficient to fund the projected
costs of research and development during the nefv¢ months.

Acquisition or Disposition of Plant and Equipment

We do not anticipate the sale of any significamiparty, plant or equipment during the next twehanths. We do not anticipate the
acquisition of any significant property, plant guggment 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 ireclagly 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 diratiid 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-laglkstatements" 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. €stbap investors should consider carefully the fasttors set out below.
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We Have a History Of Losses Which May Continue, #dhlay Negatively Impact Our Ability to Achieve OBusiness Objectives.

We incurred net losses of $6,025,848 for the yaded December 31, 2004 and $1,494,556 for thegreded December 31, 2003. For the six
months ended June 30, 2005, we incurred a nebfds®,730,422. As of June 30, 2005, we had an aatated deficit of $13,578,106. We
cannot assure you that we can achieve or sustafitgtility on a quarterly or annual basis in theuire. Our operations are subject to the risks
and competition inherent in the establishment lofisiness enterprise. There can be no assurandetinat operations will be profitable.
Revenues and profits, if any, will depend uponaasifactors, including whether we will be able émiinue expansion of our revenue. We
may not achieve our business objectives and thedaio achieve such goals would have an adverpadtron 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 antteipiaat we will require up to
approximately $900,000 to fund our continued openatfor the next twelve months, depending on raeegnom operations. Additional
capital will be required to effectively support thgerations and to otherwise implement our ovémadiness 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 tninue to conduct business operations. If we asble to obtain additional financing, we
will likely be required to curtail our marketing dudevelopment 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 Giamn, Which May Hinder Our
Ability to Obtain Future Financing.

In their report dated March 17, 2005, our indepehdeditors 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 conésfan issue raised as a result of losses
for the years ended December 31, 2004 and 200&iarhounts of $6,025,848 and $1,494,556, respécthe 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 difién meeting such goals and there can be
no assurances that such methods will prove suadessf

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 servitdtessrs. 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 tocgssfully 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 extremalgmpetitive and includes several companies that bahieved substantially greater market
shares than we have, and have longer operatimyieist have larger customer bases, and have stibftagreater financial, development a
marketing resources than we do. If overall demanaér products should decrease it could have anadly adverse affect on our operating
results.
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Our Trademark and Other Intellectual Property Rigilly Not be Adequately Protected Outside the drf@tes, 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 was third parties who acquire or claim
ownership rights in certain trademarks. We cansstige that the actions we have taken to estabidipeotect 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 proprietarytsgt ours or that we will be able to successftdigolve these types of conflicts to our
satisfaction. In addition, the laws of certain fgrecountries may not protect proprietary rightshte 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 ConkeRikferred Stock to our officers and directorsclvtare convertible into 8 million shar

of common stock and, in the aggregate, have tie tigcast 80 million votes in any vote by our gtaiders. Combined with the number of
shares of common stock held by our officers andatiars, they have the right to cast approximat8Bs of all votes by our shareholders. As a
result, these stockholders, acting together, vaillehthe ability to control substantially all mastsubmitted 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

o adoption of measures that could delay or preaattange in control or impede a merger, takeovethar 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 tendtarafr 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.

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 expensessarvices provided for us. In 2004, we
issued 6,335,000 shares of common stock in exchimngxpenses and services rendered, and we i§00:600 shares of series B convert
preferred stock to officers and directors in exd®for the retirement of debt owed to them. Wecgpaite 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 eMaaitt 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.
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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 tlzecBecurities 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.

23



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 hasieket price of less than $5.00 per share or witkxaicise 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 &ansaction in a penny stock, a disclosure sdequhescribed by the Commission relating
to the penny stock market, which, in highlight form

o sets forth the basis on which the broker or daable the suitability determination; and
o that the broker or dealer received a signedtemriagreement 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.

Disclosure also has to be made about the risksvesting in penny stocks in both public offeringsl én 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 fraymeknny stock transactions. Finally, monthly estaénts have to be sent disclosing recent
price information for the penny stock held in tle@unt and information on the limited market in pgtocks.
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ITEM 3. CONTROLS AND PROCEDURES

a) Evaluation of Disclosure Controls and Proceduissof June 30, 2005, our management carried metvaluation, under the supervision of
our Chief Executive Officer and Chief Financial ioffr of the effectiveness of the design and opamati our system of disclosure controls
and procedures pursuant to the Securities and BEgehact, Rule 13a-15(e) and 15d-15(e) under thén&mge Act). Based on that evaluation,
our chief executive officer and chief financialio#fr concluded that our disclosure controls andgdares are effective to provide reasonable
assurance that information we are required to asgcin reports that we file or submit under thetiaxge Act is recorded, processed,
summarized and reported within the time periodgi§ipe in Securities and Exchange Commission rates forms, and that such information
is accumulated and communicated to our managemnehtding our chief executive officer and chiefdimcial officer, as appropriate, to allc
timely decisions regarding required 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.

On May 17, 2005, Zykronix, Inc., a Colorado corgmna, filed a complaint against us and our Predidgiark Schmidt, in the District Court,
City and County of Denver, State of Colorado (Odse O5CV3704) claiming damages in the amount ofl$243.75 and costs for breach of
contract, unjust enrichment and fraud by Mark Schimi

On June 22, 2005, we filed our Answer and Courdérchgainst Zykronix, claiming damages and costhénramount of $2,850,000 for
breach of contract, unjust enrichment and negliggatepresentation. At the same time, Mark Schffiielf a Motion to Dismiss since
Zykronix failed to adequately plead a claim foruda These motions are currently pending. We belibaetheir claims are without merit and
we will vigorously defend these claims.

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

During the three months ended June 30, 2005, weds$,325,000 shares of common stock for the ceiorenf 26.5 shares of Class A
preferred stock.

In April, 2005, we issued 800,000 shares of our mam stock at $0.03 per share in exchange for sesviendered.
In June, 2005, we issued 250,000 shares of our aonstock at $0.02 per share in exchange for sexvaedered.

To obtain funding for our ongoing operations, wéeead into a Securities Purchase Agreement with Rafiners, LLC, AJW Qualified
Partners, LLC, AJW Offshore, Ltd., and New Milleami Partners I, LLC on April 22, 2005 for the safg(i) $1,500,000 in secured
convertible notes and (ii) a warrants to buy 25,000 shares of our common stock.

The investors provided us with an aggregate of (L0 as follows:
0 $600,000 was disbursed on April 22, 2005;

0 $500,000 was disbursed on May 24, 2005; and

0 $400,000 was disbursed on July 19, 2005.

The secured convertible notes bear interest at b@yre three years from the date of issuanceaendonvertible into our common stock, at
the investors' option, at the lower of (i) $0.03i9r50% of the average of the three lowest intnattading prices for the common stock on the
Over-TheCounter Bulletin Board for the 20 trading days befout not including the conversion date. The ffuithcipal amount of the secur
convertible notes are due upon default under test@f secured convertible notes. In addition, weehgranted the investors a security
interest in substantially all of our assets andliettual property and registration rights. Thenaats are exercisable until five years from the
date of issuance at a purchase price of $0.03haee sIn addition the warrants exercise price gdjssted in the event we issue common ¢

at a price below market, with the exception of aagurities issued as of the date of the warrant.

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

31.1 Certification of Chief Executive Officer puesit to Rule 13a-14 and Rule 15d-14(a), promulgateter the Securities and Exchange Act
of 1934, as amended

31.2 Certification of Chief Financial Officer puest to Rule 13a-14 and Rule 15d 14(a), promulgatetér the Securities and Exchange Act
of 1934, as amended

32.1 Certification pursuant to 18 U.S.C. SectioB@,3s adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (Chiecutive Officer)

32.2 Certification pursuant to 18 U.S.C. SectioBd,3s adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (Chileancial 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

Dat e: August 18, 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: August 18, 2005 By: /s/ DAVID D. DOMI NG
David D. Downi ng
Chi ef Financial Oficer
(Principal Financial Oficer and
Princi pal Accounting Oficer)
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EXHIBIT 31.1
CERTIFICATIONS PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
CERTIFICATION
I, Donald F. Evans, certify that:
1. I have reviewed this quarterly report on ForrQ®B of Cyberlux Corporation.

2. Based on my knowledge, this quarterly reporsdu# contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statememid,other financial information included in thisagterly report, fairly presentin all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report;

4. The registrant's other certifying officers araté responsible establishing and maintaining d&sok controls and procedures (as defined in
Exchange Act Rules 13a-15 (e) and 15d-15 (e))Herégistrant and we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtis quarterly report is being prepared;

b) evaluated the effectiveness of the registraig&dosure controls and procedures and presentadsiquarterly report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibygtharterly report based on such
evaluation; and

c¢) disclosed in this report any change in the teaig's internal control over financial reportitngt occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting.

Date: August 18, 2005

/'SI DONALD F. EVANS

Donal d F. Evans
Chi ef Executive Oficer



EXHIBIT 31.2
CERTIFICATIONS PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
CERTIFICATION
I, David D. Downing, certify that:
1. I have reviewed this quarterly report on ForrQ®B of Cyberlux Corporation.

2. Based on my knowledge, this quarterly reporsdu# contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statememid,other financial information included in thisagterly report, fairly presentin all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report;

4. The registrant's other certifying officers araté responsible establishing and maintaining d&sok controls and procedures (as defined in
Exchange Act Rules 13a-15 (e) and 15d-15 (e))Herégistrant and we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtis quarterly report is being prepared;

b) evaluated the effectiveness of the registraig&dosure controls and procedures and presentadsiquarterly report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibygtharterly report based on such
evaluation; and

c¢) disclosed in this report any change in the teaig's internal control over financial reportitngt occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting.

Date: August 18, 2005

/'S DAVI D D. DOMNI NG

Davi d 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 Cyberbarporation (the "Company") on Form 10-QSB for pleeiod ending June 30, 2005, as
filed with the Securities and Exchange Commissioithe date hereof (the "Report"), |, Donald F. E/ahief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. 1350, apsetl pursuant to 906 of the Sarbanes-Oxley A2062, to my knowledge that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct 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.

/'SI DONALD F. EVANS
Donal d F. Evans

Chi ef Executive Oficer
August 18, 2005



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 Cyberbarporation (the "Company") on Form 10-QSB for pleeiod ending June 30, 2005, as
filed with the Securities and Exchange Commissiothe date hereof (the "Report"), |, David D. Domgyi Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. 1350, apsetl pursuant to 906 of the Sarbanes-Oxley A2062, to my knowledge that:

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

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and result of operations of the
Company.

/'SI DAVI D D. DOMI NG
David D. Downi ng

Chi ef Financial Oficer
August 18, 2005

End of Filing
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