Edgar Filing: CYBERLUX CORP - Form SB-2

CYBERLUX CORP
Form SB-2
January 30, 2004

As filed with the Securities and Exchange Commission on January 29, 2004
Registration No.
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM SB-2

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

CYBERLUX CORPORATION

(Name of registrant as specified in its charter)
NEVADA 3674 91-2048978
(State or Other Jurisdiction (Primary Standard (I.R.S. Employer

of Incorporation or Organization)

50 Orange Road, PO Box 2010
Pinehurst, North Carolina 28370
(910) 235-0066

(Address and telephone number
of principal executive offices)

John W. Ringo,

Industrial Classification
Code Number)

Identification No.)

R/A's of America
PO Box 2259

Minden, Nevada 89423
(702) 888-2002
(Name, address, and telephone

number of agent for service)
Copies to:

Esq.

Attorney at Law
241 Lamplighter Lane

Marietta, GA 30067
Telephone: (770) 952-1904
Facsimile: (770) 952-0894

Approximate date of commencement of proposed sale of the securities to the

public:
EFFECTIVE.

AS SOON AS PRACTICABLE AFTER THIS REGISTRATION STATEMENT BECOMES

If any of the securities being registered on this Form are to be offered on a
delayed or continuous basis pursuant to Rule 415 under the Securities Act of

1933 check the following box. |X]

If this Form is filed to register additional securities for an offering pursuant

to Rule 462 (b)

under the Securities Act,

please check the following box and list

the Securities Act registration statement number of the earlier effective
registration statement for the same offering. |[_|

If this Form is a post-effective amendment filed pursuant to Rule 462 (c)
check the following box and list the Securities Act

the Securities Act,

under

registration statement number of the earlier of the effective registration

statement for the offering. |[_|

If delivery of the prospectus is expected to be made pursuant to Rule 434,

please check the following box. |



Edgar Filing: CYBERLUX CORP - Form SB-2

SECURITIES TO BE REGISTERED

Proposed Proposed
Title of Maximum Maximum Amount
each Series Amount Offering aggregate Of
of securities To be Price per Offering Registration
to be registered Registered Share (1) Price Fee (2)
Common Stock,
$.001 par value to be sold
by selling stockholders 30,244,704 $0.345 $10,434,422.88 $1,322.04(3)
(1) The proposed maximum aggregate offering price per Series of security will

be determined from time to time by the registrant in connection with the
issuance by the registrant of the securities registered hereunder.

(2) Estimated solely for the purpose of calculating the registration fee
pursuant to Rule 457 (c) under the Securities Act of 1933. For the purposes
of this table, we used the average of the closing bid and asked prices on
January 23, 2004.

(3) Calculated using $126.70 per million dollars.

The registrant hereby amends this registration statement on such date or dates
as may be necessary to delay its effective date until the registrant shall file
a further amendment which specifically states that this registration statement
shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until the registration statement shall become
effective on such date as the Commission, acting pursuant to said Section 8 (a),
may determine.

Information contained herein is subject to completion or amendment. A
registration statement relating to these securities has been filed with the
Securities and Exchange Commission. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is
effective. This prospectus is not an offer to sell these securities and it is
not soliciting an offer to buy these securities in any state in which the offer
or sale is not permitted.

The information in this prospectus is not complete and may be changed. We may
not sell these securities until the registration statement filed with the
Securities and Exchange Commission is effective. This prospectus 1is not an offer
to sell these securities and we are not soliciting offers to buy these
securities in any state where the offer or sale is not permitted.
PRELIMINARY PROSPECTUS SUBJECT TO COMPLETION, DATED JANUARY 29, 2004
CYBERLUX CORPORATION PROSPECTUS
30,244,704 Shares of Common Stock

This prospectus is part of a registration statement of Cyberlux Corporation



Edgar Filing: CYBERLUX CORP - Form SB-2

filed with the Securities and Exchange Commission in connection with a private
placement of our Series A Convertible Preferred Stock completed on December 31,
2003. As part of the private placement, we agreed to register shares of our
common stock issuable upon conversion of our Series A Preferred Stock and upon
exercise of our Series A warrants and Series B warrants. This prospectus relates
to the public offer for resale by certain of our security holders of up to (i)
7,750,000 shares of our common stock issuable upon conversion of our Series A
Preferred Stock, (ii) 7,750,000 shares of our common stock underlying the Series
A warrants, and (iii) 7,750,000 shares of our common stock underlying the Series
B warrants. We will not receive any of the proceeds from sales by the selling
security holders of common stock.

This prospectus also relates to the issuance of an aggregate of 4,750,000 shares
of common stock underlying warrants issued to our placement agent, H.C.
Wainwright & Co., Inc., and its designees. The placement agent warrants have
exercise prices ranging from $.01 to $1.05.

Additionally, this prospectus relates to the public offer for resale of
2,244,704 shares of our common stock by other stockholders.

Our common stock is quoted on the Over-the-Counter Bulletin Board maintained by
the NASD under the symbol "CYBL". On January 23, 2004, the last reported sale
price of our common stock was $0.342 per share.

THESE SECURITIES ARE SPECULATIVE AND INVOLVE A HIGH DEGREE OF RISK. PLEASE
REFER TO "RISK FACTORS" BEGINNING ON PAGE 4.

The information in this prospectus is not complete and may be changed. We may
not sell these securities until the registration statement filed with the
Securities and Exchange Commission is effective. This prospectus 1is not an offer
to sell these securities and it is not soliciting an offer to buy these
securities in any state where the offer or sale is not permitted.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
REGULATORS HAS APPROVED OR DISAPPROVED THESE SECURITIES, OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this prospectus is January 29, 2004.

ii
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We intend to distribute to our shareholders annual reports containing audited
financial statements. Our audited financial statements for the fiscal year
December 31, 2002, were contained in our Annual Report on Form 10-KSB.

As used in this prospectus, the terms "we", "us", "our", "the Company" and
"Cyberlux" mean Cyberlux Corporation, a Nevada corporation. The term "selling
shareholder" means selling shareholders of Cyberlux (all of whom are identified
in this Registration Statement) all of which are offering to sell their shares
of Cyberlux common stock which are being registered through this prospectus and
the term "shares" means the shares of common stock registered by us through this
prospectus.

The information in this prospectus is qualified in its entirety by reference to
the entire prospectus. Consequently, this prospectus, which is contained as part
of this registration statement, must be read in its entirety. This is especially
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important in light of material subsequent events disclosed. Information may not
be considered or quoted out of context or without referencing other information
contained in this report necessary to make the information considered, not
misleading.

You should rely only on the information contained in this document or that we
have referred you to. We have not authorized anyone to provide you with
information that is different. This prospectus does not constitute an offer to
sell or the solicitation of an offer to buy any securities covered by this
prospectus in any state or other Jjurisdiction to any person to whom it is
unlawful to make such offer or solicitation in such state or jurisdiction.
Neither the delivery of this prospectus nor any sales made hereunder shall,
under any circumstances, create an implication that there has been no change in
our affairs since the date hereof.

PROSPECTUS SUMMARY

The following is only a summary of the information, financial statements and the
notes included in this prospectus. You should read the entire prospectus
carefully, including "Risk Factors" and our Financial Statements and the notes
to the Financial Statements before making any investment decision.

OUR COMPANY

CYBERLUX CORPORATION (we, the "Company" or "Cyberlux") is a Nevada corporation
and was incorporated on May 17, 2000. Our articles were amended on April 3,
2003, to authorize us to issue up to 100,000,000 shares of common stock at a par
value of $0.001 per share and 5,000,000 shares of preferred stock at a par value
of $0.001 per share.

Our management founded the Company to design, develop, manufacture, market and
sell advanced lighting systems that utilize white (and other) light emitting
diodes as illumination elements. The business of the Company is conducted
through outsource relationships with specific professionals who are engaged
based upon tasks in which they are credentialed specialists. Management decided
from the outset that skills in industrial design, electrical engineering,
injection mold development, packaging, product assembly, testing and delivery
functions would, from an economic perspective, be best conducted through
contract relationships with professional firms rather than through a large,
diverse employee base. Although the diode illumination industry is in its
infancy, these lighting systems offer the potential to make continued
advancements in illumination technology. Light emitting diodes (LEDs) consume
90% less energy than their incandescent counterparts to produce a comparable
lumen output. Fluorescent tubes are similar to incandescent bulbs in life light
by virtue of the fact that both elements burn. Diodes do not burn. Instead,
diodes convert electrical current to electromagnetic energy that produces light
without heat. A lumen is a unit of measure used to determine light intensity. We
believe that in electrochemical (battery powered) applications, this decrease in
energy consumption positions our lighting solutions as a much more durable and
reliable lighting source than other alternatives. In standard electrical current
applications, the calculated life of diodes as lighting elements is over ten
years versus hours for traditional incandescent or fluorescent bulbs. The
performance characteristics of diminutive energy consumption and extended life
have prompted LED implementation in traffic lights and brake lights, and to a
lesser degree in our area of focus, diode illumination.

Our principal place of business is located at 50 Orange Road, PO Box 2010,
Pinehurst, North Carolina 28370 and our telephone number at that address is
(910) 235-0066.
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THE OFFERING

TOTAL COMMON STOCK OFFERED 30,244,704

COMMON STOCK UPON CONVERSTON OF PREFERRED STOCK 7,750,000
COMMON STOCK UNDERLYING SERTES A WARRANTS 7,750,000
COMMON STOCK UNDERLYING SERTES B WARRANTS 7,750,000
COMMON STOCK UNDERLYING PLACEMENT AGENT WARRANTS 4,750,000
Offering price of the common stock issuable  §0.25

upon exercise of the Series A warrants

Offering price of the common stock issuable $1.05
upon exercise of the Series B warrants

COMMON STOCK OUTSTANDING BEFORE THE OFFERING (1) 11,814,905

COMMON STOCK OUTSTANDING AFTER THE OFFERING (2) 42,059,609

OTC Bulletin Board Symbol CYBL

1. Based on shares outstanding as of December 31, 2003.

2. Assumes the exercise in full of all outstanding Series A and Series B
warrants, including the warrants issued to our placement agent, H.C.
Wainwright & Co., Inc., and its designees.

USE OF PROCEEDS

We will use the net proceeds from the sale of our common stock issuable upon
exercise of the Series A warrants and Series B warrants for working capital and
general corporate purposes. We will not receive any of the proceeds from the
sale of shares of our common stock hereunder by the selling shareholders. See
"Use of Proceeds."

RISK FACTORS

The securities offered hereby involve a high degree of risk and immediate
substantial dilution and should not be purchased by investors who cannot afford
the loss of their entire investment. See "Risk Factors" and "Dilution."

DIVIDEND POLICY

We do not intend to pay dividends on our common stock. We plan to retain any
earnings for use in the operation of our business and to find future growth.

OVER-THE-COUNTER BULLETIN BOARD SYMBOL: CYBL

SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following is a summary of our Financial Statements, which are included
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elsewhere in this prospectus. You should read the following data together with
the "Management's Discussion and Analysis of Financial Condition and Results of
Operations" section of this prospectus as well as with our Financial Statements

and the notes therewith.

STATEMENT OF OPERATION DATA

Revenues
Cost of Goods Sold
Management & consulting fees - related parties

General & administrative expenses
Total operation expenses

(Loss) from operations

Net (loss)

Net loss per share - basic and diluted

BALANCE SHEET DATA:
DECEMBER 31, 2002
(Audited)

Cash

Prepaid design services

Accounts Receivable
Total Current Assets

Fixed Assets (Net of accumulated depreciation of $23,050)
Other Assets:
Deposit

Total Assets

Current Liabilities

Accrued Interest

Other Accrued Liabilities
Management fees payable - related party
Short-term notes payable - shareholders
Short-term notes payable

Total current liabilities
Common stock
Additional paid-in capital
Subscription receivable

(Deficit)accumulated during development stage

Total Deficiency stockholders' equity

RISK FACTORS

THE YEAR ENDED
December 31, 2002

350,504
179,162
603,184
(603,184)
(700,104)
$ (.11)

546,508
123,545
365,000

$ 1,175,451

6,628

745,593
(2,500)
(1,791,029)

THE SECURITIES OFFERED ARE HIGHLY SPECULATIVE. YOU SHOULD PURCHASE THEM ONLY IF
YOU CAN AFFORD TO LOSE YOUR ENTIRE INVESTMENT IN US. YOU SHOULD CAREFULLY
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CONSIDER THE FOLLOWING RISK FACTORS, AS WELL AS ALL OTHER INFORMATION IN THIS
PROSPECTUS.

CERTAIN IMPORTANT FACTORS MAY AFFECT OUR ACTUAL RESULTS AND COULD CAUSE THOSE
RESULTS TO DIFFER SIGNIFICANTLY FROM ANY FORWARD-LOOKING STATEMENTS MADE IN THIS
PROSPECTUS OR OTHERWISE MADE BY US OR ON OUR BEHALF. FOR THIS PURPOSE, ANY
STATEMENTS CONTAINED IN THIS PROSPECTUS THAT ARE NOT STATEMENTS OF HISTORICAL
FACT SHOULD BE CONSIDERED TO BE FORWARD-LOOKING STATEMENTS. WORDS SUCH AS "MAY,"
"EXPECT, " "BELIEVE," "ANTICIPATE," "INTEND," "COULD," "ESTIMATE," OR "CONTINUE"
OR THE NEGATIVES OF THOSE WORDS, IDENTIFY FORWARD-LOOKING STATEMENTS. THESE
STATEMENTS APPEAR IN A NUMBER OF PLACES IN THIS PROSPECTUS AND INCLUDE
STATEMENTS AS TO OUR INTENT, BELIEF OR EXPECTATIONS. THESE FORWARD- LOOKING
STATEMENTS ARE SUBJECT TO THE RISKS DETAILED BELOW OR ELSEWHERE IN THIS
PROSPECTUS, OR DETAILED FROM TIME TO TIME IN OUR FILINGS WITH THE SECURITIES AND
EXCHANGE COMMISSION. SEE "RISKS ASSOCIATED WITH FORWARD-LOOKING STATEMENTS" ON
PAGE 9.

INVESTORS SHOULD ASSUME THAT, EVEN IF NOT SPECIFICALLY STATED WITHIN THIS
DOCUMENT, IF ANY OF THE FOLLOWING RISKS ACTUALLY MATERIALIZE, OUR BUSINESS,
FINANCIAL CONDITION OR RESULTS OF FUTURE OPERATIONS COULD BE MATERIALLY AND
ADVERSELY AFFECTED. IN THAT CASE, THE TRADING PRICE OF OUR COMMON STOCK COULD
DECLINE, AND YOU MAY LOSE ALL OR PART OF YOUR INVESTMENT.

Risk related to our business
We have historically lost money and losses may continue in the future.

We have a history of losses. We have incurred an operating loss since inception
and had an accumulated deficit of $1,791,029 as of December 31, 2002. We
incurred a net loss of $(700,104) or $(.11) per share for the year ended
December 31, 2002. Future losses are likely to continue unless we successfully
implement our revised business plan. Our independent auditors have noted that
due to the substantial losses incurred during fiscal year 2002 and 2001, a
working capital deficit as well as a stockholders deficit of $(2,170,673) raise
substantial doubts about our ability to continue as a going concern. No
assurances can be given that we will be successful in reaching or maintaining
profitable operations. If we are not successful in reaching and maintaining
profitable operations we may not be able to attract sufficient capital to
continue our operations. Our inability to obtain adequate financing will result
in the need to curtail business operations and will likely result in a lower
stock price.

We may need to raise additional capital to finance operations.

We have relied on significant external financing to fund our operations. Such
financing has historically come from a combination of borrowing from third
parties and funds provided by certain officers and directors. We will need to
raise additional capital to fund our anticipated operating expenses and future
expansion. Among other things, external financing may be required to cover our
operating costs. We cannot assure you that financing whether from external
sources or related parties will be available if needed or on favorable terms.
The sale of our common stock to raise capital may cause dilution to our existing
shareholders. Our inability to obtain adequate financing will result in the need
to curtail business operations. Any of these events would be materially harmful
to our business and may result in a lower stock price.

We have been the subject of a going concern opinion from our independent
auditors, which means that we may not be able to continue operations unless we
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Our independent auditors have added in their audit reports for December 31, 2002
and 2001 a going concern statement. Our ability to continue as a going concern
depends on our ability to obtain additional funding. Our inability to obtain
adequate financing will result in the need to curtail business operations and
you could lose your entire investment. Our financial statements do not include
any adjustments that might result from the outcome of this uncertainty.

Our common stock 1is deemed to be "Penny Stock" which may make it more difficult
for investors to sell their shares due to suitability requirements.

Our common stock is deemed to be "penny stock" as that term is defined in Rule
3a51-1 promulgated under the Securities Exchange Act of 1934. Penny stocks are
stock:

(1) With a price of less than $5.00 per share;
(2) That are not traded on a "recognized" national exchange;
(3) Whose prices are not quoted on the Nasdag automated quotation system

(Nasdag listed stock must still have a price of not less than $5.00
per share); or

(4) In issuers with net tangible assets less than $2.0 million (if the
issuer has been in continuous operation for at least three years) or
$5.0 million (if in continuous operation for less than three years),
or with average revenues of less than $6.0 million for the last
three years.

Broker/dealers dealing in penny stocks are required to provide potential
investors with a document disclosing the risks of penny stocks. Moreover,
broker/dealers are required to determine whether an investment in a penny stock
is a suitable investment for a prospective investor. These requirements may
reduce the potential market for our common stock by reducing the number of
potential investors. This may make it more difficult for investors in our common
stock to sell shares to third parties or to otherwise dispose of them. This
could cause our stock price to decline.

We could fail to attract or retain key personnel which could cause time away
from operations to recruit and train replacements.

Our success largely depends on the efforts and abilities of our key executives
and consultants, including Donald F. Evans, our CEO. The loss of the

services of Mr. Evans could materially harm our business because of the cost and
time necessary to recruit and train a replacement. Such a loss would also divert
management attention away from operational issues. We do not presently maintain
a key-man life insurance policy on Mr. Evans.

We may be unable to manage growth which could prevent our business from growing.
Successful implementation of our business strategy requires us to manage our
growth. Growth could place an increasing strain on our management and financial
resources. To manage growth effectively, we will need to:

(1) Implement changes in certain aspects of our business;

(2) Enhance our information systems and operations to respond to
increased demand;

(3) Attract and retain qualified personnel; and Develop, train and
manage an increasing number of management-level and other employees.
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If we fail to manage our growth effectively, our business, financial condition
or operating results could be materially harmed, and our stock price may
decline.

Limited operating history; anticipated losses; uncertainty of future results.

We were incorporated in May, 2000 and therefore have a limited operating history
upon which an evaluation of our Company and our prospects can be based. Our
prospects must be evaluated with a view to the risks encountered by a company in
an early stage of development, particularly in light of the uncertainties
relating to the new and evolving products and methods which we intend to develop
and market, and the acceptance of our business model. We will be incurring costs
to: (i) design, develop, manufacture and market our products; (ii) to establish
distribution relationships; and (iii) to build an organization. To the extent
that such expenses are not subsequently followed by commensurate revenues, our
business, results of operations and financial condition will be materially
adversely affected. We, therefore, cannot insure that we will be able to
immediately generate sufficient revenues. We expect negative cash flow from
operations to continue for the next 12 months as we continue to develop and
market our business. If cash generated by operations is insufficient to satisfy
our liquidity, we may be required to sell additional equity or debt securities.
The sale of additional equity or convertible debt securities would result in
additional dilution to our stockholders. Our initial operations may not be
profitable, since time will be required to build our business to the point that
our revenues will be sufficient to cover our total operating costs and expenses.
Our reaching a sufficient level of sales revenues will depend upon a large
number of factors, including availability of sufficient working capital, the
number of customer we are able to attract, and the costs of manufacturing and
distributing our products.

Liquidity and working capital risks; Need for additional capital to finance
growth and capital requirements.

We have had limited working capital and we are relying upon notes (borrowed
funds) to operate. We may seek to raise capital from public or private equity or
debt sources to provide working capital to meet our general and administrative
costs until net revenues make the business self-sustaining. We cannot guarantee
that we will be able to raise any such capital on terms acceptable to us or at
all. Such financing may be upon terms that are dilutive or potentially dilutive
to our stockholders. If alternative sources of financing are required, but are
insufficient or unavailable, we will be required to modify our growth and
operating plans in accordance with the extent of available funding.

New business which could limit our ability to generate revenues and prevent our
business from growing.

We are a new business and you should consider factors which could adversely
affect our ability to generate revenues, which include, but are not limited to,
maintenance of positive cash flow, which depends on our ability both to raise
capital and to obtain additional financing as required, as well as the level of
sales revenues.

Lack of independent directors which could prevent potential for conflicts of
interest.

We cannot guarantee that our Board of Directors will have a majority of
independent directors in the future. In the absence of a majority of independent

10
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directors, our executive officers, who are also principal stockholders and
directors, could establish policies and enter into transactions without
independent review and approval thereof. This could present the potential for a
conflict of interest between the Company and its stockholders generally and the
controlling officers, stockholders or directors.

Limitation of liability and indemnification of officers and directors.

Our officers and directors are required to exercise good faith and high
integrity in our Management affairs. Our Articles of Incorporation provide,
however, that our officers and directors shall have no liability to our
shareholders for losses sustained or liabilities incurred which arise from any
transaction in their respective managerial capacities unless they violated their
duty of loyalty, did not act in good faith, engaged in intentional misconduct or
knowingly violated the law, approved an improper dividend or stock repurchase,
or derived an improper benefit from the transaction. Our Articles and By-Laws
also provide for the indemnification by us of the officers and directors against
any losses or liabilities they may incur as a result of the manner in which they
operate our business or conduct the internal affairs, provided that in
connection with these activities they act in good faith and in a manner that
they reasonably believe to be in, or not opposed to, the best interests of the
Company, and their conduct does not constitute gross negligence, misconduct or
breach of fiduciary obligations. To further implement the permitted
indemnification, we have entered into Indemnity Agreements with our officers and
directors.

Continued control by current officers and directors and therefore you will have
no voice in management.

The present officers and directors own approximately 27.5% of the outstanding
shares of Common Stock, and therefore are in a position to elect all of our
Directors and otherwise control the Company, including, without limitation,
authorizing the sale of equity or debt securities of the Company, the
appointment of officers, and the determination of officers' salaries.
Shareholders have no cumulative voting rights. (See Security Ownership of
Certain Beneficial Owners and Management)

Delays in the introduction of our products have hampered our growth.

We have experienced numerous delays in the introduction of our initial product,
the Home Safety Light. These delays have been caused by certain requirements
from various retailers such as seasonal schedules to review certain products,
changes in personnel who review the products, problems with pricing and
packaging.

Dependence on independent parties to produce our products could affect our
production and sales capabilities.

We have out sourced the design, engineering, production, assembly, marketing and
sale of our product through contractual arrangements with independent
professional firms. Although the design, engineering, production and assembly
contractors are shareholders in the Company, the loss of one or all of these
firms could seriously affect our production and sales capabilities.

If the lawsuit we filed against Light Technology, Inc. is ruled against us, it
could have serious financial consequences.

On April 18, 2001, we filed a civil complaint against Light Technology, Inc. and
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others. Light Technology has filed a counterclaim (See "Legal Proceedings", page
24) . Although we are of the opinion that we have meritorious claims against the
defendants, a ruling against us could have serious financial consequences.

Our common stock may be affected by limited trading volume and may fluctuate
significantly.

Before this offering, our common stock has traded on the Over-the-Counter
Bulletin Board. Our common stock is thinly traded compared to larger more widely
known companies in our industry. Thinly traded common stock can be more volatile
than common stock trading in an active market.

Prior to this offering, there has been a limited public market for our common
stock and there can be no assurance that an active trading market for our common
stock will develop. As a result, this could adversely affect our shareholders'
ability to sell our common stock in short time periods, or possibly at all. Our
common stock has experienced, and is likely to experience in the future,
significant price and volume fluctuations which could adversely affect the
market price of our common stock without regard to our operating performance. In
addition, we believe that factors such as quarterly fluctuations in our
financial results and changes in the overall economy or the condition of the
financial markets could cause the price of our common stock to fluctuate
substantially.

Potential inability of officers to devote sufficient time to the operations of
the business could affect the Company's growth.

Although we have five (5) employees who consider themselves full time employees,
none have been paid salaries from the inception of the Company. They continue to
pursue other sources of income and may not be able to devote sufficient time to
the operations of the business.

We do not anticipate paying cash dividends

We have not paid any cash dividends on our capital stock and we anticipate that
our future earnings, if any, will be retained for use in the business, or for
other corporate purposes. It is not anticipated that any cash dividends on the
common stock will be paid in the foreseeable future. See "Dividend Policy" and
"Description of Securities."

RISKS RELATED TO THIS OFFERING

Future sales by our stockholders may adversely affect our ability to raise funds
in new stock offerings.

Sales of our common stock in the public market following this offering could
lower the market price of our common stock. Sales may also make it more
difficult for us to sell equity securities or equity-related securities in the
future at a time and price that our management deems acceptable or at all.

Of the 11,814,905 shares of common stock outstanding as of December 31, 2003,
1,140,966 are freely tradable without restriction. The remaining 10,673,939
shares of common stock held by existing stockholders are "restricted securities”
and may be resold in the public market only if registered or pursuant to an
exemption from registration. Some of these shares may be resold under Rule 144.
Immediately following the effective date of this prospectus, the common stock
and the preferred stock will be freely tradable without restriction, unless held
by our "affiliates."

12
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Upon completion of this offering, and assuming all shares registered in this
offering are resold in the public market, and all Series A and Series B warrants
are exercised, there will be an additional 30,174,499 shares of common stock
outstanding. All of these shares of common stock may be immediately resold in
the public market upon effectiveness of the accompanying registration statement.

Our common stock has been relatively thinly traded and we cannot predict the
extent to which a trading market will develop.

Before this offering, our common stock has traded on the Over-the-Counter
Bulletin Board. Our common stock is thinly traded compared to larger more widely
known companies in our industry. Thinly traded common stock can be more volatile
than common stock trading in an active public market. We cannot predict the
extent to which an active public market for the common stock will develop or be
sustained after this offering.

FORWARD-LOOKING STATEMENTS
RISKS ASSOCIATED WITH FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements regarding
management's plans and objectives for future operations including plans and
objectives relating to our planned marketing efforts and future economic
performance. The forward-looking statements and associated risks set forth in
this prospectus include or relate to, among other things, (a) our projected
sales and profitability, (b) our growth strategies, (c) anticipated trends in
our industry, (d) our ability to obtain and retain sufficient capital for future
operations, (e) our ability to achieve adequate intellectual property protection
for our future products and (f) our anticipated needs for working capital. These
statements may be found under "Management's Discussion and Analysis or Plan of
Operations" and "Business," as well as in this prospectus generally. Actual
events or results may differ materially from those discussed in forward-looking
statements as a result of various factors, including, without limitation, the
risks outlined under "Risk Factors" and matters described in this prospectus
generally. In light of these risks and uncertainties, there can be no assurance
that the forward-looking statements contained in this prospectus will in fact
occur.

The forward-looking statements herein are based on current expectations that
involve a number of risks and uncertainties. Such forward-looking statements are
based on assumptions that that demand for our products will significantly
increase, that our President will remain employed as such, that our forecasts
accurately anticipate market demand, and that there will be no material adverse
change in our operations or business or in governmental regulations affecting us
or our manufacturers and/or suppliers. The foregoing assumptions are based on
judgments with respect to, among other things, future economic, competitive and
market conditions, and future business decisions, all of which are difficult or
impossible to predict accurately and many of which are beyond our control.
Accordingly, although we believe that the assumptions underlying the
forward-looking statements are reasonable, any such assumption could prove to be
inaccurate and therefore there can be no assurance that the results contemplated
in forward-looking statements will be realized. In addition, as disclosed
elsewhere in the "Risk Factors" section of this prospectus, there are a number
of other risks inherent in our business and operations which could cause our
operating results to vary markedly and adversely from prior results or the
results contemplated by the forward-looking statements. Growth in absolute and
relative amounts of cost of goods sold and selling, general and administrative
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expenses or the occurrence of extraordinary events could cause actual results to
vary materially from the results contemplated by the forward-looking statements.
Management decisions, including budgeting, are subjective in many respects and
periodic revisions must be made to reflect actual conditions and business
developments, the impact of which may cause us to alter marketing, capital
investment and other expenditures, which may also materially adversely affect
our results of operations. In light of significant uncertainties inherent in the
forward-looking information included in this prospectus, the inclusion of such
information should not be regarded as a representation by us or any other person
that our objectives or plans will be achieved.

Some of the information in this prospectus contains forward-looking statements
that involve substantial risks and uncertainties. Any statement in this
prospectus and in the documents incorporated by reference into this prospectus
that is not a statement of an historical fact constitutes a "forward-looking
statement". Further, when we use the words "may", "expect", "anticipate",
"plan", "believe", "seek", "estimate", "internal", and similar words, we intend
to identify statements and expressions that may be forward- looking statements.
We believe it is important to communicate certain of our expectations to our
investors. Forward-looking statements are not guarantees of future performance.
They involve risks, uncertainties and assumptions that could cause our future
results to differ materially from those expressed in any forward-looking
statements. Many factors are beyond our ability to control or predict. You are
accordingly cautioned not to place undue reliance on such forward-looking
statements. We have no obligation or intent to update publicly any forward-
looking statements whether in response to new information, future events or
otherwise. Important factors that may cause our actual results to differ from
such forward-looking statements include, but are not limited to, the risk
factors discussed below. Before you invest in our common stock, you should be
aware that the occurrence of any of the events described under "Risk Factors"
below or elsewhere in this prospectus could have a material adverse effect on
our business, financial condition and results of operation. In such a case, the
trading price of our common stock could decline and you could lose all or part
of your investment.

SELLING STOCKHOLDERS

The following table sets forth the number of shares owned, and/or issuable
upon exercise of the warrants held, by each of the selling stockholders. Unless
otherwise indicated below, none of the selling stockholders has held any
position or office, or has otherwise had a material relationship, with us within
the past three years other than as a result of the ownership of shares or other
securities of Cyberlux.

No estimate can be given as to the amount of shares that will be held by
the selling stockholders after completion of this offering because the selling
stockholders may offer all or some of the shares and because there are currently
no agreements, arrangements or understandings with respect to the sale of any of
the shares. The shares offered by this prospectus may be offered from time to
time by the selling stockholders named below. The table sets forth, to our
knowledge, certain information about the selling stockholders as of January 28,
2004.

Beneficial ownership is determined in accordance with the rules of the SEC
and includes voting or investment power with respect to shares. Shares of common
stock issuable under warrants that are exercisable within 60 days of December
31, 2003 and shares of common stock issuable upon conversion of the Series A
Preferred Stock are deemed outstanding for purposes of computing the percentage
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ownership of the person holding the warrants or Series A Preferred Stock but are
not deemed outstanding for purposes of computing the percentage ownership of any
other person. Unless otherwise indicated below, to our knowledge, all persons
named in the table have sole voting and investment power with respect to their
shares of common stock, except to the extent authority is shared by spouses
under applicable law. The inclusion of any shares in this table does not
constitute an admission of beneficial ownership for the person named below.

The terms of the Series A Preferred Stock and warrants whose underlying
shares of common stock are included for resale under this prospectus prohibit
conversion of the Series A Preferred Stock and exercise of the warrants to the
extent that conversion of the Series A Preferred Stock and exercise of the
warrants would result in the holder, together with its affiliates, beneficially
owning in excess of 4.99% of our outstanding shares of common stock. A holder
may waive the 4.99% limitation upon 61 days' notice to us. Also this limitation
does not preclude the holder from converting or exercising the Series A
Preferred or warrants and selling shares underlying the preferred stock or
warrants in stages over time where each stage does not cause the holder and its
affiliates to beneficially own shares in excess of the limitation amount.

10

The following table presents information regarding the selling stockholders:

Number of

shares of Issuable upon Issuable upon

common stock conversion of exercise of

beneficially Series A Series A

owned as of Preferred Warrants @
Name of Selling Stockholder 12/31/03 Stock (1) $S0.25 (2)
Arla Sheinwald 250,000 250,000
Bruce W. Bryae 100,000 100,000
Charles O'Brien  so000 50,000
Christina Crossmem 200,000 200,000
bavid Brompers 100,000 100,000
bavid S Nagelberg 2003 Rev Tr 237,500 237,500
bavid W. Bekert  so000 50,000
bebbie Miller 100,000 100,000
bemnis R. Steinke 125000 125,000
bomimic Thomas Coletta 50,000 50,000
Bmmet L. Gooaman, 3= 200,000 200,000
F.B. Bywster 125,000 125,000
Gary W. Callicott 100,000 100,000

Issuable up
exercise of
Series B
Warrants @
$1.05 (3)
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George E. Flyth 100,000 100,000 100,000

Jaceb Bagel 250,00 250,000 250,000
Jericho Investments LLC 250,000 250,000 250,000
John G. Lechner 25,000 25,000 25,000
John Hwie 100,000 100,000 100,000
Jomathan Wachs 250,000 250,000 250,000
Katherine Kurzman 650,000 650,000 650,000
Kemneth F. Oswald 200,000 200,000 200,000
Larry R. Stessel 125,000 125000 125,000
LonE.Bell 500,000 500,000 500,000
Lyder R. Johmson 200,000 200,000 200,000
M. Mark Castellamo, TI 200,000 200,000 200,000
Mark Wachs 250,000 25000 250,000
Neal M. Goldstein 250,000 250,000 250,000
Patrick J. Amstrong 125,000 125000 125,000
Phoenix Group Consultants, Tnc. 100,000 100,000 100,000
R. Keith Fetter 150,000 150,000 150,000
Robert G. Dello Russo 250,000 250,000 250,000
Robert G. & Cynthia D. Lewis 200,000 200,000 200,000
Robert Mittleman 100,000 100,000 100,000
Romald B. Gee 100,000 100,000 100,000
Romald 1. Heller Rev TR 12/23/97 237,50 237,50 237,500
Stephen B. Ammstrong 100,000 100,000 100,000
stephen W. Gropp 100,000 100,000 100,000
Thomas Terry 100,000 100,000 100,000
Thomas V. Mariamacei 250,000 250,000 250,000
vie T. twng 250,000 25000 250,000
Ward I. snyder 150,000 150,000 150,000
William A. Cohen 200,000 200,000 200,000
William V. Castellano 100,000 100,000 100,000
Wilson A. Knott 200,000 200,000 200,000
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Richard L. Berkley 75,000

Marc A. Haskell 75,000
Alan Sheimwald 75,000
30D Comsulting, L 800,000
Robert Ruben 10,000
Stanley Wanderlich  18s,000
Bomnie Stretch 25,000

11
Number of
shares of Issuable upon Issuable upon Issuable up
common stock conversion of exercise of exercise of
beneficially Series A Series A Series B
owned as of Preferred Warrants @ Warrants @
Name of Selling Stockholder 12/31/03 Stock (1) $0.25 (2) $1.05 (3)

Titan Entertainment Group, LLC 100,000

Carothers #. Bvams 140,000
Weiai H. Bvams 25,000
Jomn S. Evans 50,000
Katherine D. Bvams 50,000
Mary Margaret Evans 100,000
bavid 5. Googman 5,000
Rafus Sherill 10,000
Jomn W. Walker 20,000
Sidney T. Walker, TTT 5,000
sake zapalac os,000
Advanced Alloys, Inc. 44,314
Ray L. Jemnings 73,284
Katherine H. Vaughn 33,288
E.W. and Thomas H. Parry 33,286
ponna Mondik 2,132
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Merritt and Elizabeth Downing 3,837
bonald A. Duquette 2,218
Craig and Stacey Orr 4,203
Ray L. and Dolores Jemnimgs 4,23
Adam D. Haas a3
Amy Blizabeth Haas 4,530
Robert A. and Joy L Kerr 4,000
Erik A. and Marlene Kerr 4,000
Brion and Heather Matthews 4,000
Frank and Comnie Yamkovitch 10,000
bavid and Rose Kowcheck 8,000
bavid A. Kowcheck 40,000
Harry R. and Nancy Johmston 4,000
Suednn Schatz 4000
Joan K. Baas 20,000
Briam Scott 90,000
Bric M. Oliver 10,000
B.E. Coone 20,000
Tammy L. Oliver 10,000
Christine Frost 10,000
Thomas W. Parry 10,000
Thomas L. and Cheryl L. Rose 11,202
Jomathan D. Mader 10,36
Mary Rooks 10,195
rota. 2,244,704 7,750,000 7,750,000 7,750,00C
* Less than 1%.
(1) Includes shares issuable upon conversion of Series A Preferred Stock.
(2) Includes exercise of Series A warrants @ $0.25 per share.
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Includes exercise of Series B warrants @ $1.05 per share.

We do not know when or in what amounts a selling stockholder may offer
shares for sale. The selling stockholders may not sell any or all of the
shares offered by this prospectus. Because the selling stockholders may
offer all or some of the shares pursuant to this offering, and because
there are currently no agreements, arrangements or understandings with
respect to the sale of any of the shares, we cannot estimate the number of
the shares that will be held by the selling stockholders after completion
of the offering. However, for purposes of this table, we have assumed
that, after the completion of the offering, none of the shares covered by
this prospectus will covered by this prospectus will be held by the
selling stockholders.

For each selling stockholder, this number represents the percentage of
common stock to be owned by such selling stockholder after completion of
the offering, based on the number of shares of common stock outstanding as
of December 31, 2003 ( 42,059,609 ) and assuming conversion of all Series
A Preferred Stock and exercise of all of the Series A and Series B

warrants.
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The following table sets forth the selling stockholders with respect to shares
of common stock underlying the placement agent warrants:

Number of

Number of

Number of

Number of

shares shares shares shares
issuable issuable issuable issuable
upon upon upon upon
exercise of exercise of exercise of exercise of
placement placement placement placement
agent agent agent agent
warrants warrants warrants (@ warrants
@ $0.01 @ $0.10 $0.25 @ $1.05
H.C. Wainwright & Co., Inc 35,000 775,000 775,000 775,000
John Clarke (1) 65,000 740,000 740,000 740,000
Robert Nathan (2) 35,000 35,000 35,000
Total 100,000 1,550,000 1,550,000 1,550,000
(1) John Clarke is a managing director of the placement agent.
(2) Robert Nathan is a senior vice president of the placement agent.
DETERMINATION OF OFFERING PRICE
The price at which the shares may actually be sold will be determined by the

market price of the common stock as of the date of sale.

USE OF PROCEEDS
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We will not receive any of the proceeds from the sale of shares of our common
stock hereunder by the selling stockholders.

Assuming the Series A warrants to purchase an aggregate of 7,750,000 shares of
our common stock issued to the investors in the December 2003 private placement
are exercised in full at a price per share of $0.25, we will receive proceeds of
$1,937,500 from such exercise. Further assuming that the Series B warrants to
purchase an aggregate of 7,750,000 shares of our common stock are subsequently
exercised in full at a price per share of $1.05, we could receive additional net
proceeds of up to $8,137,500 from such exercise.

Because the placement agent warrants issued to the placement agent in our
private placement contain a cashless exercise provision which we anticipate will
be used in connection with its exercise of warrants, we do not anticipate that
we will receive proceeds from such exercises.

Although we have not yet formulated a specific plan, we intend to use a
significant portion of the net proceeds from the exercise of the Series A and
Series B warrants, if any, for additional working capital, operations, personnel
and other general corporate purposes, including research and development
expenditures and general and administrative expenditures. We also plan to
satisfy certain payment obligations.

DIVIDEND POLICY

It is our present policy not to pay cash dividends and to retain future earnings
for use in the operations of the business and to fund future growth. Any payment
of cash dividends in the future will be dependent upon the amount of funds
legally available, our earnings, financial condition, capital requirements and
other factors that the Board of Directors may think are relevant. We do not
contemplate or anticipate paying any dividends on the common stock in the
foreseeable future.

PLAN OF DISTRIBUTION

The selling security holders and any of its donees, pledgees, assignees
and other successors-in-interest may, from time to time, sell any or all of
their shares of our common stock being offered under this prospectus on any
stock exchange, market or trading facility on which the shares are traded or in
private transactions. These sales, which may include block transactions, may be
at fixed or negotiated prices. The selling security holder may use any one or
more of the following methods when selling shares:

14
o ordinary brokerage transactions and transactions in which the
broker—-dealer solicits purchasers;
o block trades in which the broker-dealer will attempt to sell the
shares as agent but may position and resell a portion of the block

as principal to facilitate the transaction;

o purchases by a broker-dealer as principal and resales by the
broker—-dealer for its own account;

o an exchange distribution in accordance with the rules of the
applicable exchange;

o privately negotiated transactions;
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o broker—-dealers may agree with the selling security holder to sell a
specified number of shares at a stipulated price per share;

o through the settlement of short sales;
o a combination of any of these methods of sale; or
o any other method permitted by applicable law.

The sale price to the public may be:

o the market price prevailing at the time of sale;

o a price related to the prevailing market price;

o at negotiated prices; or

o a price the selling security holder determines from time to time.

The shares may also be sold under Rule 144 under the Securities Act, if
available, rather than under this prospectus. The selling security holder has
the sole and absolute discretion not to accept any purchase offer or make any
sale of shares if it deems the purchase price to be unsatisfactory at any
particular time.

The selling security holders may pledge their shares to their broker under
the margin provisions of customer agreements. If the selling security holders
default on a margin loan, the broker may, from time to time, offer and sell the
pledged shares. Broker-dealers engaged by the selling security holders may
arrange for other broker-dealers to participate in sales. Broker-dealers may
receive commissions or discounts from the selling security holders (or, if any
broker-dealer acts as agent for the purchaser of shares, from the purchaser) in
amounts to be negotiated. The selling security holders do not expect these
commissions and discounts to exceed what is customary in the types of
transactions involved.

The selling security holders and any broker-dealers or agents that are
involved in selling the shares may be deemed to be "underwriters" within the
meaning of the Securities Act in connection with these sales. In that event, any
commissions received by these broker-dealers or agents and any profit on the
resale of the shares purchased by them may be deemed to be underwriting
commissions or discounts under the Securities Act.

The selling security holders, alternatively, may sell all or any part of
the shares offered in this prospectus through an underwriter. To our knowledge,
no selling security holder has entered into any agreement with a prospective
underwriter, and we cannot assure you as to whether any such agreement will be
entered into. If the selling security holder informs us that it has entered into
such an agreement or agreements, the relevant details will be set forth in a
supplement or revisions to this prospectus.

The selling security holders and any other persons participating in the
sale or distribution of the shares offered under this prospectus will be subject
to applicable provisions of the Exchange Act and the rules and regulations under
that act, including Regulation M. These provisions may restrict activities of,
and limit the timing of purchases and sales of any of the shares by, the selling
security holders or any other such person. Furthermore, under Regulation M,
persons engaged in a distribution of securities are prohibited from
simultaneously engaging in market making and other activities with respect to
those securities for a specified period of time prior to the commencement of
such distributions, subject to specified exceptions or exemptions. All of these
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limitations may affect the marketability of the shares.

15

Cyberlux Corporation is required to pay all fees and expenses incident to
the registration of the shares and has agreed to indemnify the selling security
holders against certain losses, claims, damages and liabilities, including
liabilities under the Securities Act of 1933.

H.C. Wainwright & Co., Inc. acted as placement agent in connection with
the transaction with the Selling Shareholders and received a cash fee of
$77,563.93.

MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

THE FOLLOWING INFORMATION SHOULD BE READ IN CONJUNCTION WITH THE CONSOLIDATED
FINANCIAL STATEMENTS OF CYBERLUX AND THE NOTES THERETO APPEARING ELSEWHERE IN
THIS FILING. STATEMENTS IN THIS MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF
OPERATION AND ELSEWHERE IN THIS PROSPECTUS THAT ARE NOT STATEMENTS OF HISTORICAL
OR CURRENT FACT CONSTITUTE "FORWARD-LOOKING STATEMENTS."

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

When used in this Form SB-2 and in our future filings with the Securities and
Exchange Commission, the words or phrases will likely result, management
expects, or we expect, will continue, is anticipated, estimated or similar
expressions are intended to identify forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. Readers are
cautioned not to place undue reliance on any such forward-looking statements,
each of which speak only as of the date made. These statements are subject to
risks and uncertainties, some of which are described below. Actual results may
differ materially from historical earnings and those presently anticipated or
projected. We have no obligation to publicly release the result of any revisions
that may be made to any forward-looking statements to reflect anticipated events
or circumstances occurring after the date of such statements.

GENERAL OVERVIEW

The Company is in the development stage and its efforts have been principally
devoted to designing, developing manufacturing and marketing advanced lighting
systems that utilize white (and other) light emitting diodes as illumination
elements.

REVENUES

We have generated operating revenues $87,375 from operations from our inception.
We believe we will begin earning revenues from operations in our second year of
actual operation as the Company transitions from a development stage company to
that of an active growth and acquisition stage company.

COSTS AND EXPENSES

From our inception through September 30, 2003, we have not generated any
revenues. We have incurred losses of $3,009,224 during this period. These
expenses were associated principally with equity-based compensation to employees

and consultants, product development costs and professional services.

LIQUIDITY AND CAPITAL RESOURCES
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As of September 30, 2003, we had a working capital deficit of $1,929,243. As a
result of our operating losses from our inception through September 30, 2003 we
generated a cash flow deficit of $753,951 from operating activities. Cash flows
used in investing activities was $135,494 during the period May 17, 2000 (date
of Company's inception) through September 30, 2003. We met our cash requirements
during this period through the private placement of $177,076 of common stock,
$512,455 from the issuance of notes (net of repayments and costs), $195,542 from
the issuance of notes payable to Company officers and shareholders On October
16, 2003, due to the change in pricing structure of our common stock on the
over-the- counter bulletin board, we mutually cancelled the equity line of
credit agreement with Cornell Capital Partners, LP which we entered into on
March 15,2003.

16

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

By adjusting its operations and development to the level of capitalization ,
management believes it has sufficient capital resources to meet projected cash
flow deficits through the next twelve months . However, if thereafter, we are
not successful in generating sufficient liquidity from operations or in raising
sufficient capital resources, on terms acceptable to us, this could have a
material adverse effect on our business, results of operations liquidity and
financial condition.

17

AUDITORS' OPINION EXPRESSES DOUBT ABOUT THE COMPANY'S ABILITY TO CONTINUE AS A
GOING CONCERN:

The independent auditors report on the company's December 31, 2002 financial
statements included in this Form states that the Company's recurring losses
raise substantial doubts about the Company's ability to continue as a going
concern.

RECENT ACCOUNTING PRONOUNCEMENTS

Statement of Financial Accounting Standards No. 141, "Business Combinations"
(SFAS No. 141), and Statement of Financial Accounting Standards No. 142,
"Goodwill and Other Intangible Assets"™ (SFAS No. 142). The FASB also issued
Statement of Financial Accounting Standards No. 143, "Accounting for Obligations
Associated with the Retirement of Long-Lived Assets" (SFAS No. 143), and
Statement of Financial Accounting Standards No. 144, "Accounting for the
Impairment or Disposal of Long-Lived Assets" (SFAS No. 144) in August and
October 2001, respectively.

SFAS No. 141 requires the purchase method of accounting for business
combinations initiated after June 30, 2001 and eliminates the
pooling-of-interest method. The adoption of SFAS No. 141 had no material impact
on the Company's consolidated financial statements.

Effective January 1, 2002, the Company adopted SFAS No. 142. Under the new
rules, the Company will no longer amortize goodwill and other intangible assets
with indefinite lives, but such assets will be subject to periodic testing for
impairment. On an annual basis, and when there is reason to suspect that their
values have been diminished or impaired, these assets must be tested for
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impairment, and write-downs to be included in results from operations may be
necessary. SFAS No. 142 also requires the Company to complete a transitional
goodwill impairment test six months from the date of adoption.

Any goodwill impairment loss recognized as a result of the transitional goodwill
impairment test will be recorded as a cumulative effect of a change in
accounting principle no later than the end of fiscal year 2002. The adoption of
SFAS No. 142 had no material impact on the Company's consolidated financial
statements SFAS No. 143 establishes accounting standards for the recognition and
measurement of an asset retirement obligation and its associated asset
retirement cost. It also provides accounting guidance for legal obligations
associated with the retirement of tangible long-lived assets. SFAS No. 143 1is
effective in fiscal years beginning after June 15, 2002, with early adoption
permitted. The Company expects that the provisions of SFAS No. 143 will not have
a material impact on its consolidated results of operations and financial
position upon adoption. The Company plans to adopt SFAS No. 143 effective
January 1, 2003.

SFAS No. 144 establishes a single accounting model for the impairment or
disposal of long-lived assets, including discontinued operations. SFAS No. 144
superseded Statement of Financial Accounting Standards No. 121, "Accounting for
the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of"
(SFAS No. 121), and APB Opinion No. 30, "Reporting the Results of Operations -
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary,
Unusual and Infrequently Occurring Events and Transactions". The Company adopted
SFAS No. 144 effective January 1, 2002. The adoption of SFAS No. 144 had no
material impact on Company's consolidated financial statements.

In April 2002, the FASB issued Statement No. 145, "Rescission of FASB Statements
No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical
Corrections." This Statement rescinds FASB Statement No. 4, "Reporting Gains and
Losses from Extinguishments of Debt", and an amendment of that Statement, FASB
Statement No. 64, "Extinguishments of Debt Made to Satisfy Sinking-Fund
Requirements" and FASB Statement No. 44, "Accounting for Intangible Assets of
Motor Carriers". This Statement amends FASB Statement No. 13, "Accounting for
Leases", to eliminate an inconsistency between the required accounting for
sale-leaseback transactions and the required accounting for certain lease
modifications that have economic effects that a similar to sale-leaseback
transactions. The Company does not expect the adoption to have a material impact
to the Company's financial position or results of operations. In June 2002, the
FASB issued Statement No. 146, "Accounting for Costs Associated with Exit or
Disposal Activities." This Statement addresses financial accounting and
reporting for costs associated with exit or disposal activities and nullifies
Emerging Issues Task Force (EITF) Issue No. 94-3, "Liability Recognition for
Certain Employee Termination Benefits and Other Costs to Exit an Activity
(including Certain Costs Incurred in a Restructuring)." The provisions of this
Statement are effective for exit or disposal activities that are initiated after
December 31, 2002, with early application encouraged. The Company does not
expect the adoption to have a material impact to the Company's financial
position or results of operations.

18

In October 2002, the FASB issued Statement No. 147, "Acquisitions of Certain
Financial Institutions-—-an amendment of FASB Statements No. 72 and 144 and FASB
Interpretation No. 9", which removes acquisitions of financial institutions from
the scope of both Statement 72 and Interpretation 9 and requires that those
transactions be accounted for in accordance with Statements No. 141, Business
Combinations, and No. 142, Goodwill and Other Intangible Assets. In addition,
this Statement amends SFAS No. 144, Accounting for the Impairment or Disposal of
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Long-Lived Assets, to include in its scope long-term customer relationship
intangible assets of financial institutions such as depositor- and
borrower-relationship intangible assets and credit cardholder intangible assets.
The requirements relating to acquisitions of financial institutions are
effective for acquisitions for which the date of acquisition is on or after
October 1, 2002. The provisions related to accounting for the impairment or
disposal of certain long-term customer-relationship intangible assets are
effective on October 1, 2002. The adoption of this Statement did not have a
material impact to the Company's financial position or results of operations as
the Company has not engaged in either of these activities.

In December 2002, the FASB issued Statement No. 148, "Accounting for Stock-Based
Compensation-Transition and Disclosure", which amends FASB Statement No. 123,
Accounting for Stock-Based Compensation, to provide alternative methods of
transition for a voluntary change to the fair value based method of accounting
for stock-based employee compensation. In addition, this Statement amends the
disclosure requirements of Statement 123 to require prominent disclosures in
both annual and interim financial statements about the method of accounting for
stock-based employee compensation and the effect of the method used on reported
results. The transition guidance and annual disclosure provisions of Statement
148 are effective for fiscal years ending after December 15, 2002, with earlier
application permitted in certain circumstances. The interim disclosure
provisions are effective for financial reports containing financial statements
for interim periods beginning after December 15, 2002. The adoption of this
statement did not have a material impact on the Company's financial position or
results of operations as the Company has not elected to change to the fair value
based method of accounting for stock-based employee compensation.

In January 2003, the FASB issued Interpretation No. 46, "Consolidation of
Variable Interest Entities." Interpretation 46 changes the criteria by which one
company includes another entity in its consolidated financial statements.
Previously, the criteria were based on control through voting interest.
Interpretation 46 requires a variable interest entity to be consolidated by a
company if that company is subject to a majority of the risk of loss from the
variable interest entity's activities or entitled to receive a majority of the
entity's residual returns or both. A company that consolidates a variable
interest entity is called the primary beneficiary of that entity. The
consolidation requirements of Interpretation 46 apply immediately to variable
interest entities created after January 31, 2003. The consolidation requirements
apply to older entities in the first fiscal year or interim period beginning
after June 15, 2003. Certain of the disclosure requirements apply in all
financial statements issued after January 31, 2003, regardless of when the
variable interest entity was established. The Company does not expect the
adoption to have a material impact to the Company's financial position or
results of operations.

PRODUCT RESEARCH AND DEVELOPMENT

Projected expenditures are dependent upon our generating revenues and obtaining
sources of financing in excess of our existing capital resources. There is no
guarantee that we will be successful in raising the funds required or generating
revenues sufficient to fund the projected costs of research and development
during the next twelve months.

ACQUISITION OR DISPOSITION OF PLANT AND EQUIPMENT
We do not anticipate the sale of any significant property, plant or equipment
during the next twelve months. We do not anticipate the acquisition of any

significant property, plant or equipment during the next 12 months.

NUMBER OF EMPLOYEES
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From our inception through the period ended December 31, 2002, we have relied on
the services of outside consultants for services and currently have five (5)
full time employees. In order for us to attract and retain quality personnel, we
anticipate we will have to offer competitive salaries to future employees. We do
not anticipate our employment base will significantly change during the next 12
months. As we continue to expand, we will incur additional cost for personnel.
This projected increase in personnel is dependent upon our generating revenues
and obtaining sources of financing. There is no guarantee that we will be
successful in raising the funds required or generating revenues sufficient to
fund the projected increase in the number of employees.
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TRENDS, RISKS AND UNCERTAINTIES

We have sought to identify what we believe to be the most significant risks to
our business, but we cannot predict whether, or to what extent, any of such
risks may be realized nor can we guarantee that we have identified all possible
risks that might arise. Investors should carefully consider all of such risk
factors before making an investment decision with respect to our Common Stock.

DESCRIPTION OF BUSINESS
PRINCIPAL PRODUCTS AND PRINCIPAL MARKETS

Cyberlux is a Nevada corporation (hereinafter "Cyberlux" or "the Company") that
was incorporated on May 17, 2000 and is capitalized with 100 million common
shares and 5 million preferred shares. The Company was founded to design,
develop, manufacture, market and sell advanced lighting systems that utilize
Gallium Nitride light emitting diodes as illumination elements. White diodes are
a relatively new phenomenon that offer major advances in illumination
technology. The Cyberlux Gallium Nitride diodes consume 92% less energy than
incandescent or fluorescent counterparts to produce comparable lumen output. In
electrochemical (battery powered) applications, this remarkable diminution of
energy consumption position the Company's optoelectronic lighting solutions as
much more durable and far more reliable than other interim lighting
alternatives. In standard AC electrical applications, the calculated life of GaN
diodes as lighting elements is over 20 years versus 750 hours for traditional
incandescent bulbs. These exceptional performance characteristics, diminutive
energy consumption and extended life, have prompted GaN diode implementation in
traffic lights and automotive brake lights, but have not yet significantly
occurred in the Company's area of focus, di